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EXECUTIVE SUMMARY

1.1 Introduction

This is the final report for Delivery Order 9 under Coopers & Lj'brand Indefinite Quantity 
Contract EUR-0014-C-00-1058-00.

Section 1, the executive summary, provides an overview of the work undertaken, including a 
brief description of the objectives of the delivery order. A note on the current status of 
privatization in Latvia and recommendations on possible further assistance conclude this section. 
Section 2 provides a more detailed description of the work undertaken in the dairy sector and 
a compilation of the major papers and reports prepared during the reporting period. Section 3 
provides a similar description of work and a compilation of papers for the grain sector. Section 
4 contains a miscellaneous paper on privatization in Latvia, and section 5 consists of the AID 
monthly reports.

1.2 Overview

The agro-industry privatization project under Delivery Order 9 build on the work completed 
under Delivery Order 4. Assistance to the Ministry of Agriculture under the earlier delivery 
order involved advising on developing economic policies and privatization legislation. The 
objectives of the new delivery order were to select enterprises and provide intensive technical 
assistance to prepare the plants for privatization. Originally, assistance was to be provided in 
conducting sectoral analyses and selecting two to four pilot enterprises in four sectors: meat, 
dairy, grain and agricultural services. In light of the passage of legislation for the privatization 
of dairy processing plants and the high priority placed on the restructuring and privatization of 
the grain industry, the government of Latvia requested that the team double its efforts in the 
dairy and grain sectors and postpone work on the meat and services industries. By the end of 
the project the team had advised the government on developing its privatization strategies and 
enabling legislation and provided intensive technical assistance to three dairy processing plants 
and eight bakeries.

Changes to the original workplan reflecting increased levels of effort in the dairy and grain 
industries were authorized by US AID. Because privatization legislation in the grain industry was 
limited to the privatization of bakeries, this subsector of the grain industry was defined as the 
target for assistance under this project.

A general analysis of the dairy industry was conducted by the team under delivery order no. 4. 
Under Delivery Order 9, a dairy industry specialist surveyed a short list of ten dairy plants, 
including five central plants and five smaller satellite plants, and ranked them in order of 
suitability for privatization. Accounting assistance was provided to both the large and small 
plants and the team worked with the economists responsible for drafting the legislation enabling 
the privatization of these plants during the first stages of the project in the Fall of 1992. During



this period, informal accounting training was given to some forty dairy processing plant 
accountants using the pilot privatization plants as models. A system was developed to assist the 
accountants in transforming their reporting practices from the Soviet system to the new Latvian 
accounting system.

The dairy processing industry privatization law eventually passed in January, 1993 provided a 
detailed timetable for the privatization of dairy plants throughout 1993. The first stage involved 
the privatization of the smaller satellite plants. The privatization of the larger plants would only 
begin in earnest during the late summer and fall of 1993. For this reason, the team focused on 
the privatization of two of the best satellite plants, Tukums and Priekule, suggested by the dairy 
industry specialist. At the Ministry's request, the team also provided legal and financial 
assistance to the Bauska dairy plant which had been granted a special quasi-private status in 1991 
by the government but had difficulty in conforming with the new privatization legislation. The 
assistance to the plants included transforming the accounts at the plants from the Soviet system 
to one based on EC standards, writing business plans, ensuring that procedures followed by the 
dairy producer's cooperative assuming ownership of the plant followed the procedures set out 
by the law and conducting environmental assessments. In the case of the Bauska plant, where 
foreign investors had expressed interest, assistance was provided in doing a valuation of the 
enterprise.

The priority the government accorded to restructuring and privatizing the grain industry was a 
result of a political decision to liquidate the state-owned grain concern Latvijas Labiba. The 
management of the monopolistic enterprise was accused of profiteering by raising bread prices. 
The decision to liquidate Latvijas Labiba on January 1, 1993 left the grain elevators, mills, feed 
mixing plants and bakeries without supervision. In response to these developments, the team 
provided assistance in developing a privatization strategy for the grain industry. A grain 
specialist joined the team to assess the state of the grain industry and to prepare 
recommendations on the privatization of the industry.

Further work in the grain sector focused on bakeries, because the Government's priorities 
provided for only the bakery subsector of the industry to begin to be privatized within the 
timeframe of the project. The government had decided to pass a separate law covering the 
privatization of bakeries based on the meat processing plant privatization legislation passed in 
May, 1993. The law was based on the meat processing plant privatization legislation passed a 
few weeks earlier. The team transformed the accounts of eight bakeries, identified potential 
legal issues facing each plant with respect to the privatization process, and analyzed privatization 
proposals the government was evaluating. A bakery industry specialist joined the team to assist 
in preparing a brief offering memorandum on each of the bakeries. A privatization plan was 
also prepared.

By the end of the project, 76 of 156 state-owned dairy processing plants had been privatized. 
Fifteen of the larger dairy plants are in the process of being privatized; two of these, Liepaja 
and Valmiera, have issued shares and are in the process of being transformed into privately- 
owned joint stock companies. Four of the bakeries worked on by the team, Baltmaiznieks, 
Abra, Jelgava and Druva, are in the process of being privatized, with remaining four bakeries 
to be privatized soon thereafter.



1.3 Current Status of Privatization

The government of Latvia started privatizing larger enterprises in 1992. Some 500 enterprises 
were included on a list published by the government. These enterprises are to be sold by 
various methods, including local or hard currency, open tender, lease to own arrangements, or 
in most cases, allocating shares to Latvian citizens who have been granted privatization 
vouchers.

Although the privatization of these enterprises has begun, it has proved to be a slow and 
cumbersome process. This has been caused by both claims on state assets resulting from the 
restitution process and a lack of legislation defining the responsibilities of ministries and 
privatization commissions when enterprises are sold. Also the government does not have the 
technical or financial resources to restructure enterprises to make them more attractive to buyers 
prior to sale, or to properly market the enterprises to the investment community. The sales that 
have occurred have therefore generally not been via an open and fair tender process.

Separate specific legislation has been passed covering the privatization of enterprises in the 
dairy, meat, and grain processing industries. These laws usually provide for a significant 
portion of the shares to go to farmers or farmer cooperatives. These groups are generally poorly 
organized and do not have the technical, marketing, and financial skills necessary to make the 
privatized companies viable in the longer term. Moreover, the legislation normally provides for 
the enterprises to be sold at a specified price, thereby limiting the ability of the government to 
obtain the best terms and conditions for the assets they are selling.

In response to these problems, the newly elected government has passed legislation providing 
for the establishment of a central Privatization Agency and a State Property Fund. The State 
Property Fund has been commissioned to manage state-owned assets and will give the 
Privatization Agency state-owned enterprises to sell by means of a tender process. Although 
these institutions have been formally established, the fund has only recently begun identifying 
the assets of enterprises and the Privatization Agency is to become functional only in Spring or 
Summer of 1994. In the meantime, individual ministries are endeavoring to continue the 
privatization process, usually in a passive way, reviewing proposals received rather than actively 
seeking out investors.



1.4 Opportunities for Further Assistance 

The Central Privatization Agency

Although the Central Privatization Agency has been established by law, it has yet to acquire staff 
and develop operating procedures. There is almost certainly going to be a shortage of suitably 
qualified and experienced staff to manage the agency. Assistance could be provided with 
staffing die agency and developing operating procedures.

Grain Sector

The EC will be providing assistance with the privatization of the grain sector. However, there 
is still an opportunity to provide assistance to Labiba Birojs, the agency that has the mandate to 
regulate the grain industry. This assistance could cover the development of an appropriate grain 
grading system, statistic collection services, and crop forecasting services.

Accounting Training

Latvia has recently adopted Western style accounting standards; however, few Latvian 
accountants are familiar with them. Assistance could be provided with training accountants. 
In the short-term, this could be done through special training courses. Longer term assistance 
could focus on helping universities develop suitable courses.

Capital Market Development

Latvia has only very rudimentary capital markets. The banking sector is developing quickly, 
but some necessary regulatory legislation has still not been developed. As of now, there is no 
stock or bond market. Assistance could be provided to complete the development of legislation 
covering the banking sector, and to develop legislation to allow for the development and 
regulation of stock and bond markets. The development of commodity markets could also be 
considered.



2. DAIRY SECTOR

Overview of Activities 

A Report on Selection of Dairy Processing Plants for Pilot Privatization

Topics Requiring Attention in Developing Cooperative Charters,
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THE DAIRY SECTOR

OVERVIEW OF ACTIVITIES

Under Delivery Order 9, work in the dairy sector began in August 1992. The project team 
included Conrad Fritsch, financial planner, and Nils Melngailis, economist. As a result of the 
Delivery Order 4 sector screening project, it was decided that privatization work on the dairy 
sector should be the first task under the new delivery order. The decision was based on a 
request from the Government of Latvia (GOL) and the likelihood that legislation enabling 
privatization in the dairy sector would be developed first.

Under this Delivery Order, approximately 35 dairy processing plants were surveyed. The 
survey included assessments of past and current performances, financial position, management 
quality, and future viability. The results showed

  many plants had lost their former markets in Russia;
  purchasing power and demand in the local market had declined;
  management had difficulty in negotiating prices with fanners for milk;
  plants needed investment in new machinery.

As a result of the loss of markets, all processing plants were heavily indebted to farmers. Many 
managers also had difficulty coping with their new role as "marketers" as opposed to simply 
fulfilling centrally planned production quotas. The results of the work are detailed in section 
2.2.

Of the 35 plants visited, Joe Kagan, the dairy specialist, chose ten for further analysis and then 
ranked the plants in order of suitability for pilot privatization. Because the industry is divided 
into two broad categories - large central plants and smaller satellite plants, the dairy specialist 
visited five of each category to evaluate the technical capacities and operations of each. Tukums 
was chosen as the best satellite plant and Valmiera as the large plant most suitable for 
privatization. The results of this study can be found in section 2.2.

While the sector screening proceeded throughout the fall of 1992, the team also provided 
assistance to the government of Latvia in developing the necessary legislation for privatization 
of dairy processing plants (section 2.3 and 2.4). The Latvian Parliament adopted a law 
providing for a two-stage process in which smaller dairy plants would be privatized in the first 
stage during the spring of 1993. The team developed an implementation plan to ease the 
privatization process for plant managers and dairy producers cooperatives (section 2.4). In 
addition, Benita Pulins, CPA joint the team to help the plants restate their financial statements 
in accordance with the new Latvian accounting law based on the fourth directive of the EC. 
Assistance was provided to the central plant in Valmiera and its eleven satellites.

Given the timeframe, the dairy specialist's recommendations, and requests from the GOL, the 
team decided to concentrate its efforts on assisting with the privatization of three large and 
relatively viable satellite plants. Consequently, intensive technical assistance was provided to



the diary processing plants in Bauska, Tukums, and Priekule. Bruce Carrie, financial planner 
and privatization specialist, joined the team in January 1993, along with attorney Raymond 
Slaidins. Legal analyses were completed on the three plants in an effort to ease any legal 
constraints on privatization.

The legal work included assistance in developing cooperative charters and in complying with the 
provisions in the privatization legislation. In the case of the Bauska plant, where foreign 
investors had expressed an interest, a valuation of the plant was performed. For Tukums and 
Priekule, business plans were written to facilitate their viability after privatization. Laura 
Krastins, accountant and Ken Eisen, financial planner and valuation specialist, joined the team 
to assist in completing these tasks. To assist the managers in making investment decisions, 
environmental assessments of the plants were performed by Jack Faulk. The reports are 
included in sections 2.5-2.7.
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SECTION I

EXECUTIVE SUMMARY AND RECOMMENDATIONS

Joseph Kagan*

A. Study Purpose and Objective

Pilot privatization of one or two Latvian dairy processing plants is a major objective 

of the Coopers and Lybrand/Chemonics Agribusiness Privatization Project. Privatization 

involves transferring the assets and management of a business enterprise from the public to 

the private sector.

The objective of the current analysis is to select one central and one regional/local 

plant for consideration by the Ministry of Agriculture and by USAID and Project 

management officials as candidates for the targeted pilot privatization. The consultant was 

engaged by Project officials to rank order nine plants that were shortlisted by Project 

technical staff for selection as models for privatization. He was on-site in Latvia from 

September 17, 1992 through October 4, 1992 and made field visits to all nine plants. The 

purpose of the visits was to subjectively analyze the plants and recommend which ones 

should be selected to be privatized first. Plants were ranked on their perceived capability to 

perform effectively as private sector enterprises.

During the actual privatization process the Coopers and Lybrand/Chemonics team will 

provide technical assistance to: 1) conduct a formal business review of the plant(s) selected 

for model privatization, 2) convert existing accounting systems to a western model, 3) 

introduce and conduct market based asset valuation techniques, 4) prepare a business plan, 

and 5) prepare documents necessary to implement asset transfer. Latvian technicians will be 

trained by Project staff in all of these activities.

1 Former President, Dannon Milk Products Inc. and currently President, Dinast Associates, Management 
Consultants



B. Findings and Conclusions

The dairy industry is very important to the economy of Latvia. Before independence 

from the Soviet Union in 1991 it was the country's major agricultural export industry. At 

that time, up to forty percent of the Latvian production of dairy products was exported to the 

various republics making up the Soviet Union.

In September 1992, the dairy industry still remains important to the Latvian economy. 

Latvia has a population of about 2.8 million people and has about 500,000 dairy cows. This 

works out to be about one dairy cow for every 5.6 individuals.

The cow population and associated milk production has declined since the peak 

production years of the late 1980s. The rate of decline in cow numbers has increased since 

1991 because of three factors. First, the breakup of collective and state farms into smaller 

private farms resulted in forced sales of dairy cattle for slaughter. Second, an incurable viral 

disease (found mostly on former collective farms) is causing the forced slaughter of many 

dairy cattle. Third, a severe summer drought in 1992 reduced feed grain yields and will 

force additional reductions in dairy cow numbers in the coming winter. Even though the 

cow population is declining, the current number of cows still produces more milk and milk 

products than can be consumed by the domestic population.

Nearly all dairy processing plants are state owned. Government has targeted more 

than 150 local, regional and central plants for eventual privatization. Under existing 

legislation farmers, organized into producers associations, are to receive the majority of 

assets of these dairy processing plants through the privatization process. Local and smaller 

regional plants may be owned directly by these producer cooperatives. Larger regional and 

central plants are likely to be reorganized into joint stock companies with producers 

associations, employees and other domestic investors receiving the majority of asset shares. 

Producer associations and employees may be able to purchase shares at a discount from par 

value.

The cost structure facing Latvian dairy processing plants differs considerably from the 

typical cost structure in the United States. For enterprises contacted, the cost of raw milk 

purchased from farmers accounts for 85 to 92 percent of total processing costs. Labor costs



range from 1.5 to 3 percent. In the U.S., raw milk usually accounts for less than half of 

total processing costs with labor costs making up from 15 to 20 percent.

To summarize, the Latvian dairy industry is faced with the following problems:

1. declining production of milk;

2. declining markets in which to sell dairy products;

3. high cost of feed needed to produce milk;

4. lack of purchasing power in Latvia leading to a drop in consumption;

5. lack of cash flow - no working capital;

6. lack of capital to develop new products and new packaging and to acquire new 

technology.

C. Recommendations

The smaller regional/local processing plants are recommended for privatization in the 

following order:

1. Tukums

2. Priekule

3. Talsi

4. Kalsnava

Tukums is recommended as the first choice because management staff and employees 

are judged to be highly capable of carrying out a privatization plan. It's product line, 

namely fluid milk, kefir, sour cream and cottage cheese are consumer oriented. These 

products have future profitable growth potential. The plant is located near Riga which is a 

large potential market for its products. Its location also makes it accessible for supervising 

during the pilot privatization plan stage.

In the group of large (central) plants the following privatization ranking is 

recommended:

1. Valmiera

2. Rezekne

3. Aizpute



4.

5.

Preili 

Cesvaine

Valmiera was selected because it has a good management team, the plant is 

technically wen equipped, and it produces a variety of products for which there is good 

domestic and potential foreign demand.

An additional consideration for selecting Valmiera as a pilot privatization site is that it 
also has a geographically central location. This is important as the pilot plant(s) will also be 
used to provide training to Latvian technicians.

Based on the economic criteria used to rank order the plants, either of the first two 

plants in each group would probably provide a suitable pilot privatization project.

Regardless of the plants finally selected for pilot privatization it is, in the opinion of 
the consultant, important to carefully supervise the implementation of the pilot plant business 
plan in addition to the training to be provided during the technical restructuring activities. 

Privatization involves new ways of managing and assessing business performance. The 

majority of assets transferred during the planned privatizations will be to rural Latvians. At 
best, most have only limited experience operating in a market driven economy. As a result, 
follow-up business management technical assistance may still be required for some time after 

assets are actually transferred to the new owners.

I-'



SECTION H 

METHODOLOGY

The Coopers and Lybrand/Chemonics country team shortlisted nine dairy processing 

sites for further analysis by the consultant. For the regional/local plant the primary 

selection criteria was the potential to survive and grow as a private sector plant under 

economic conditions now existing in Latvia. For the central plant, the potential for utilizing 

foreign investment was a second selection criteria.

A subjective, rapid appraisal survey technique was adopted using the questionnaire 

included as Appendix D of this report. Judgements made by the consultant using the 

questionnaire were supplemented by additional discussion of other issues of importance to 

plant managers, other employees, government officials and farmers with whom interviews 

were held. Recommendations made by the consultant are based on over 40 years of 

experience as a manager and President of a major U.S. specialized dairy processing 

company.

Each shortlisted plant was evaluated on: 1) availability of a guaranteed source of milk 

supply from farmers, 2) existence of producer cooperatives with interest and ability to 

assume asset ownership and work constructively with plant managers, 3) effectiveness of 

plant management and non management staff, 4) amount and efficiency of plant equipment, 

5) type, quality and quantity of products produced, 6) overall efficiency of plant operations, 

and 7) current and future domestic and foreign demand for products produced.



SECTION ra

INDIVIDUAL PLANT EVALUATIONS

A. Central Processing Plants 

1. Aizpute

This is a large dairy manufacturing plant devoted mainly to the manufacture of milk 

powder and butter. The milk powder is made from both whole milk and skim milk.

The plant director, Laimonis Zarins, has an engineering background. He has been 

director since the plant opened in 1974. He is very energetic and knowledgeable.

Plant equipment looks good. The two driers were made in Czechoslovakia and the 

continuous butter churn was made in the former GDR.

Production figures are available in Appendices A and Bl. A brochure showing some 

photos of the plant is in Appendix El.

The plant makes powdered ice cream mix which is used to make ice cream for Penguin 

stores in Riga. The plant has equipment on hand that will be installed soon to make casein.

Mr. Zarins said that the quantity of milk received at the plant depends on the price paid 

to producers. The recent price increases to farmers brought a "flood" of milk to the plant from 

the former collective farms.

Aizpute sells milk powder for about US$.54 per pound. This is very low compared to 

prevailing world price levels.

The Ministry of Agriculture considers this to be a strategic plant as it can sell it's milk 

powder for hard currency. It also has production capacity to handle surplus milk and cream 

from other plants. Milk received from farmers is highest in August and drops to less than half 

that amount in January.

Mr. Zarins believes that privatization can be successful if carried out the way it is now 

being done in Germany. With successful privatization he believes that the work attitudes of 

employees will improve along with product quality.



2. Cesvaine Butter and Cheese Making Factory

This plant collects most of its milk from private and former collective farms in the 

Madona region. It produces several varieties of butter, a variety of cheese called Holland, and a 

large quantity of dried whey.

Butter is packaged in 200gr packages and in boxes containing 20kgs. Holland cheese is 

ripened and packaged in film bags containing 5 to 15 kgs.

The plant has a condensing unit to concentrate the whey and two drum driers for drying. 

Dried whey is packed in 30 kg bags and is sold in Latvia.

Production figures for the plant are available in Appendices A and B2. A brochure 

published by the plant in 1988 describing the activities of the plant is available as Appendix E2.

The plant seems to be well managed and well equipped to process the milk that it 

receives. This is a plant well skilled in receiving and processing all the milk it receives into 

excellent dairy products. Moreover, the plant is located in a good area for the production of 

milk and its volume of milk has declined less than in other areas.

The production manager was impressive with her knowledge of the business. The 

director was not present during the visit to the plant.

The feeling in this plant is that privatization should be based on economic principles. 

They expect privatization to help but do not know how it will work.

Privatization, which involves removal of an organization from public ownership, will help 

here only if a strong marketing group can be established to help sell, at a profit, the products 

produced. The task is to change 50 years of a planned economy to that of a market driven 

economy.

3. Pteili Cheese Making Plant

This plant collects most of its milk from private and former collective farms within a 50 

kilometer radius of Preili and produces cheddar cheese, butter, kefir, and lactose as it's principal 

products.

Production figures for this plant are provided in Appendix A and B3. The equipment is 

relatively modem. For cheddar cheese "state of the art" equipment bought from the United 

States in 1986 is used.



The plant has a small hog farm. Hogs are fed with waste dairy products supplemented 

with dry mixed grain products. Flowers and vegetables are also grown in a greenhouse. There 

is a well stocked leisure reading library for the employees. An American and Latvian energy 

review team recently completed a survey of energy use of the plant and made several 

recommendations of ways to use energy more efficiently.

The director, Victor Solovyov, seems to be very capable. He understands that the plant 

must become more market oriented and less production oriented. He is looking forward to 

developing new markets in Eastern Europe and new products like processed cheese. He has 

good relations with his producers. Producer prices paid for raw milk products are set at meeting 

held twice a month. Participants at these meeting include farmer representatives, a 

representative from district government and the plant director or his representative.

Mr. Solovyov also reported that the community needs better roads and better cooling 

equipment is needed on farms. His plant also needs more detergents for cleaning equipment. 

He believes that privatization is the way to go, but that it must be done gradually.

The problems facing the plant are as follows:

1. declining milk supply - off 27 percent from 1988

2. declining demand for products produced.

Efforts must be made to increase demand which will lead to an increase in supply.

When Preili becomes a free enterprise it will be able to conduct business without direct 

government interference operating primarily according to the laws of supply and demand and the 

use of risk capital for the purpose of making a profit. The plant manager reported that he 

already enjoys considerable autonomy in managing his plant.

4, Rezekne Condensed Milk Plant

The Rezekne Condensed Milk Plant produces, in a fairly modern plant, sweetened and 

plain condensed milk. These products are packaged in 340.»r cans and are distributed to Latvia, 

Estonia, Cuba, Russia, Holland, and other countries of the former Soviet Union. Condensed 

milk exported to Holland is also reexported to Asia including Bangladesh ai,d possibly India.



Milk received in this plant has declined greatly over the past few years as can be seen in 

Appendix Table B.4. Appendix table A compares 1991 production with that of other plants 

included on the survey. A map of the production area served by the Rezekne plant is included 

in Appendix E3.

Labor costs are very low, accounting for only 3 percent of the total cost. Sugar for the 

sweetened condensed milk has been available, in the past, from Cuba. A recent shipment of 

sugar was received for milk exported to Cuba last February,

In addition to processing milk, the plant operates a metal can producing facility to make 

the 340gr cans used to package the product.

The director, Peter Upnieks, is a very energetic man. He believes that privatization is the 

only way to go and that it will provide healthy competition.

Competition produces rivalry in the market place. Goods and services will be bought 

from those who, in tl i view of the buyers, provide "the most for the money". Competition will 

tend to reward the more efficient producers and so lead the economy toward the efficient use of 

resources.

The director sees that the future is in developing new products, new markets and new 

technology.

Condensed milk is less of a commodity than is butter and cheese and it does not require 

refrigerated storage. It lends 

itself better to marketing opportunities in more parts of the world than does butter and cheese.

In 1930, Latvian Butter was exported in great quantities to other parts of Europe. It 

enjoyed a very high reputation for quality. The marketing of Latvian condensed milk in the 

1990s offers a similar opportunity.

Advertising, which is persuasive and informational and is designed to influence the 

purchasing behavior and thought patterns can be useful in promoting Latvian Condensed Milk.

5. Valmiera

Of the nine plants visited this one is by far the best and most modern. The director is 

Karlis Skobe, the chief economist is Janis Snikers. Both men seem to know the business well. 

Production data for this plant is available in Appendices A and B5. Appendix E4 includes a



brochure describing products made in the plant and in other plants associated with the Valmiera 

plant.

The following products are made at the plant:

1. fluid milk in 1/2 liter bottles:

2.5 percent butterfat and skim milk are made. Skim milk is purchased by 

consumers because it is cheaper than milk containing butterfat. Because of low 

purchasing power consumers buy the cheapest products available to them.

2. Butter containing 25 percent moisture

Butter is now packaged in 200gr paper wrap. lOOgr paper wrap packages will be 

available soon.

3. Holland cheese:

This cheese contains 45 percent butterfat on a dry basis and 1.5 to 2 percent salt. 

The cheese is packed in 4 to 5 kg film bags and ripened for 50 to 60 days.

4. Kefir:

This product contains 1 percent fat and is packaged in 1/2 liter glass bottles and 1 

liter paper cartons.

5. Cottage Cheese:

This product is made with 2 percent fat and with no fat. It is packaged in 200gr 

and 1/2 liter portions.

All the above products are made using relatively modern equipment. The paper carton 

packaging equipment is "state of the art".

From 50 to 60 percent of the production from this plant is sold in Latvia. The balance 

is sold in Russia and other republics of the former USSR. Presently surplus butter is 

accumulating in cold storage warehouses because Latvian prices are above those prevailing in the 

Russian market and consumers in this market have also lost purchasing power.

At the time the plant was visited (September 30) farmers had not been paid for three 

weeks.

The plant director feels that privatization will improve plant productivity but believes that 

the major problem is to develop additional markets in Latvia and in other countries.
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B. Regional Plants

1. Kalsnava Cheese Making Plant

This is a small country type cheese making plant. It is located on a former large country 
estate. About 30 people are employed and it is managed by a hard working woman with a good 
knowledge of dairy product processing activities. The plant is relatively simple and the 
equipment is old but serviceable. The plant also has a master cheese maker who has been 

employed for many years. All marketing and financial accounts are maintained at the Cesvaine 
regional plant with which Kalsnava is associated. Appendices A and B6 provide additional 
production information for the plant.

The Kalsnava plant makes Kostomas cheese which contains 45 percent fat (based on dry 
matter) and is ripened for 45 days. After ripening, the cheese is coated with paraffin and is then 
ready for shipping to the market. The process for making Kostomas cheese was developed in 
Russia. Surplus whey from the production of cheese is fed to pigs.

Currently, the plant seems to have an inventory of finished cheese that cannot be shipped 
for lack of a market. Cheese production seems lo have been stable for the past two years but 
has increased slightly from 1988 levels. However, plant management expressed concerns that 
milk deliveries during the coming winter may be much lower than in the past because of the 
sharply reduced production from former collective farms.

Mr. Janis Silins was present for the plant tour and participated in the discussions with the 
consultant. He is president of a new producers cooperative association which is claiming 
property rights to the plant. The claim is being made in the name of the renewed producer 
association which had existed in 1940 when the plant was illegally nationalized. He wants the 
association to operate the plant as it did in 1940. The renewed association has 12 founding 

members and expects to have some 200 additional members by October 1992. Members of the 
new association are expected to own some 1000-1200 producing dairy cows.

In the opinion of the consultant, the plant can be economically successful only if it is 

associated with a larger plant that can provide marketing and accounting services. Marketing 
includes the processes and activities associated with promoting goods and services for sale. 
Accounting is the system that provides quantitative information about the finances of the business 
entity.
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2. Priekule

This is a small but very compact butter and cheese plant. The director, Eriks Piesins and 

the chief engineer, Janis Jakobsons both seem to be very capable. The chief economist, Anna 

Kikane also seems to be very knowledgeable especially in the area of privatization. Production 

figures for this plant are available in Appendices A and B7.

Plant equipment is old but serviceable. They produce Russian cheese called Krievijas. 

This cheese is ripened for 60 days and contains 50 percent fat (on a dry basis). The taste is very 

good. Mostly cheese is sold in the local market but about 20 percent is shipped to Russia and 

Poland.

Butter produced contains 72 percent fat and has a good flavor and color. Butter is made 

without adding salt or color. It is sold locally but also sent to Russia as barter for wooden 

boxes.

The director estimated that 1992 milk production from farmers will decline by 20 percent 

from 1991 totals. He feels that quantities available in 1993 will depend on government policies 

and milk prices.

The cost of milk is the main cost component in the production of butter and cheese. The 

cost of energy is also rising very rapidly. As in other plants visited, the cost of labor is a very 

small (less than 2 percent of total direct costs).

The plant management believes that more technical input is required in the discussions 

about dairy plant privatizations. They indicated that the April 15th decree which is the guiding 

document for privatizing dairy plants is confusing and should be further reviewed. They also 

believe that additional open discussions should be held on the question of privatization, and that 

future documents guiding the process should be written by experienced technical professionals. 

They believe that privatization has both political and economic considerations. Whenever 

possible the economic ones should prevail.

3. Talsi

This is a small very old plant. Production data are included in Appendices A and B8. 

Milk is received and separated into cream and skim milk. The skim milk is made into cottage 

cheese and the cream is sent to the Okte plant (which is associated with the Talsi plant) for

12



churning into butter. The cottage cheese is made without the addition of cream and is sold for 

both human and animal consumption. Cottage cheese for human consumption is shipped out in 

small mint cans and that for animal consumption is packaged in plastic bags.

The old plant is very crowded with equipment and a new section has been built and partly 

equipped. Work is not progressing on the new building because certain parts to complete 

installation are not available. Coal and wood are burned at this plant to make hot water and 

steam. A modern ice skating rink adjacent to the plant is part of the assets owned by the plant.

The plant has 400 tons of butter stored in a private cold storage warehouse. They are 

looking for a market for this butter. As a result, they are short of money to pay farmers for 

their milk.

The drop in consumer purchasing power has led to a drop in the sale of dairy products. 

Whey from the manufacture of cottage cheese is given to farmers as feed for livestock.

The plant director, Stanislavs Marzeckis, seems to be very capable and is interested in 

finding new markets for his products. He feels that government policies are not doing enough to 

support agriculture and there is no confidence in the ability of the government to provide much 

direction.

A cash flow problem exists here because it takes a long time to clear account transfers 

between banks. Consequently, payment for products sold is delayed for up to a month or more. 

Since the banking system does not allow individuals or businesses to write checks to pay their 

accounts there is no easy solution to this problem. It is also present in other plants as well.

Milk received at the plant dropped 18 percent between 1988 and 1991. In addition, the 

total amount received in 1992 has dropped by 23 percent from the previous year. This is due in 

part to the fact that the number of cows is declining as the collective farms are breaking up.

Poor creameries are included in the Talsi group. They are:

Ofete - butter manufacturing

Nurmuiza - skim milk cheese

Dimdaga - casein manufacturing

Talsi - cottage cheese
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4. Tukums

The plant is located in the town of Tukums, which has a population of about 16,000 

people. The interview was conducted with the production manager Raids Purmalis, the 

economist Astrida Grinberga and the director of commercial development Ingrida Belinska. The 

plant is well laid out and has equipment that is adequate for its requirements.

Production data for the plant is available in Appendices A and B9. a small brochure 

describing the plant is in Appendix ES.

The plant produces the following products:

1. Fluid milk:

This product is packaged in 1/2 liter glass bottles and in 35 liter cans. It contains 2.5 

percent butterfat and is not homogenized because of high energy costs. All is sold on the 

Latvian market. Milk sales have dropped by 50 percent recently because of the high cost 

of milk relative to consumers purchasing power.

2. Kefir:

This product is sold in 1/2 liter bottles and is made from 2.5 percent milk. Kefir sells at

a ratio of 1 to 3 with whole milk.

3. Cottage Cheese:

Cottage cheese is made with no butterfat and with 2 and 5 percent butterfat. It is

packaged in 200gr portions and in bulk cans.

4. Butter:

This product is made with 25 percent moisture and is packed in 200gr and 20 kg 

packages. The plant has impressive product quality testing facilities. Some work is 

needed on the waste water and sewage disposal system. Milk received at the plant in 

1992 has declined about 20 percent from the previous year. About 40 percent is received 

from private farmers. This percentage is growing while the percentage received from 

joint stock companies is declining. Labor cost in this plant, as in others visited makes up 

a small fraction of total costs - about 3 percent. The cost of raw milk supplies makes up 

about 86 percent of total costs. The managers reported that cow health in this area is not 

good. However, most cow health problems are on joint stock company farms rather than 

on private farms. It is felt that health problems will become less serious when more milk

14



1
is produced by private farmers. The plant management felt that the business can improve 

if new markets and new products can be created by people skilled in the area of 

marketing and sales.
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APPENDIX A. COMPARISON OF DAIRY PROCESSING PLANT CHARACTERISTICS, 1991

Characteristic

MILK PROCESSED
(long tons) 
CREAM PROCESSED
(long tons) 
PRODUCTS PRODUCED
(long tons) 
Butter
Ice Cream
Cheese
Dry Milk Products 
Whole milk Products
Lactose
Casein
Skimmed Milk
Condensed Milk

PRODUCTION CAPACITY
(long tons) 
Butter
Ice Cream
Casein
Cheese
Condensed milk
Whole Milk Production
Dry M8k Products

EMPLOYEES (number)

OPERATIONAL AREAS

Milkeries
Creameries
Collecting Stations

Aizrxrte

36380

2362
623

3165

9.6

7.5

184

0
2

15

Central Plants 
Cesvane* Preifi Rezekne

85153

2695

2689
1225 
7658

2768

12

3.9

26.5
2.6

452

0
10
7

83148

2585

3556

665

12

7.3

1.6

420

0
0
2

77000

290
730

72090

1.3
3

151
120

703

0
3
8

Vaimiera

67150

2766

2527

2583

30709

426
5214

12

4.4

50.6

466

0
5

10

Regional 
Kalsnava Priekule

5117 66757

1163

2538

250 1198

14.8

0.4 3

30 133

0 0
0 1
0 13

Plants 
Tsfei*

43281

2288

1503

1664

8.2

0.7
0.3

129

125

0
3
0

Tukums*

65980

1724

418

26683

4140

15

0.7

75.7

240

2

24
Footnotes:
* Represents production and capacities for the entire region associated with the central plant



APPENDIX B.I SELECTED CHARACTERISTICS FOR AIZPUTE PROCESSING PLANT*

Characteristic

MILK PROCESSED**
(long tons) 
PRODUCTS PRODUCED
(long tons) 
Butter
Ice cream***

Cheese
Dry Milk Products 
Whole Mil; Products
Lactose
Casein
Skimmed Mi*
Condensed Milk

PRODUCTION CAPACITY
(long tons) 
Butter
Cheese
Casein
Condensed Milk
Whole Milk Products
Dry Milk Products

EMPLOYEES (number)

OPERATIONAL AREAS

Milkeries
Creameries
Collectha Stations

1988 1989 1990

42082 40137 40080

3862 3411 2965
536

6092 6134 4947

222 224 0

9.6 9.6 9.6

4.2 4.2 0
7.5 7.5 7.5

189 207 197

222
15 15 15

1991

36380

2362
623

3155

0

9.6

0
7.5

184

2
15

% Change 
1988 - 1991

-13.5

-38.8
16.2

-48.2

-100.0

0.0

-100.0
0.0

-2.6

* Data includes production and capacities for Aizpute plant only.
** Excludes raw cream receipts
*** Change calculated from 1991



APPENDIX B.2. SELECTED CHARACTERISTICS FOR CESVAINE PROCESSING PLANT*

Characteristic

MILK PROCESSED
(long tons) 
PRODUCTS PRODUCED
(tongtons) 
Butter
Icecream
Cheese
Dry Milk Products 
Whole Mifc Products
Lactose
Casein
Skimmed Milk
Condensed Milk

PRODUCTION CAPACITY
(long tons) 
Butter
Cheese
Casein
Condensed Milk
Whole Mifc Products
Dry Milk Products

EMPLOYEES (number)

OPERATIONAL AREAS

Milkeries
Creameries
Collectha Stations

1988

94180

2995

2809
1486 

10373

5000

12
3.9

27
2.6

495

10
7

1989

95475

2986

2849
1480 

12841

2490

12
3.9

27.1
2.6

486

10
7

1990

90238

2784

2859
1375 

11895

2980

12
3.9

26.9
2.6

488

10
7

1991

85153

2695

2689
1225 
7658

2468

12
3.9

26.5
2.6

452

10
7

% Change 
1988 - 1991

-9.6

-10.0

-4.3
-17.6 
-26.2

-50.6

0.0
0.0

-1.9
0.0

-8.7

Data represents production and capacities for the entire region



APPENDIX B.3. SELECTED CHARACTERISTICS FOR PREIU PROCESSING PLANT*

Characteristic

MILK PROCESSED
(long tons) 
PRODUCTS PRODUCED
(long tons) 
Butter
Ice cream
Cheese
Dry Milk Products 
Whole Milk Products
Lactose
Casein
Skimmed Milk
Condensed Milk

PRODUCTION CAPACITY
(long tons) 
Butter
Cheese
Casein
Condensed Milk
Whole Milk Products
Dry Milk Products

EMPLOYEES (number)

OPERATIONAL AREAS

Milkeries
Creameries 
Collected Stations

1988 1989 1990 1991 % Change 
1988 - 1991

113518 117989 97661 83148 -26.8

2945 3029 2635 2585 -12.2

5256 4691 4559 3556 -32.3

892 876 784 665 -25.4

12 12 12 12 0.0
7.3 7.3 7.3 7.3 0.0

1.6 1.6 1.6 1.6 0.0

445 445 440 420 -5.6

7222

' Data includes production and capacities for central plant only



APPENDIX B.4. SELECTED CHARACTERISTICS FOR REZEKNE PROCESSING PLANT

Characteristic

MILK PROCESSED
(long tons) 
PRODUCTS PRODUCED
(long tons) 
Butter
Ice cream
Cheese
Dry Milk Products 
Whole Mik Products
Lactose
Casein
Skimmed Milk
Condensed Milk

PRODUCTION CAPACITY
(long tons) 
Butter
Ice Cream
Cheese
Casein
Condensed Milk
Whole Milk Products
Dry Milk Products

EMPLOYEES (number)

OPERATIONAL AREAS

Milkeries
Creameries
Collecting Stations

1988 1989 1990 1991 % Change 
1988 - 1991

95800 97300 95400 77000 -19.6

273 302 266 290 6.2
627 736 745 730 16.4

90811 92378 90416 72090 -20.6

2.5 2.5 2.5 2.5 0.0

151 151 151 151 0.0
120 120 120 120 0.0

985 980 900 703 -28.6

3333
8888

Data includes production and capacities for Rezekne central plant only



APPENDIX B.5. SELECTED CHARACTERISTICS FOR VALMIERA PROCESSING PLANT*

Characteristic

WIKPROCESSED
(kmgtons) 
CREAM PROCESSED
(tang tons) 
PRODUCTS PRODUCED
(long tons) 
Butter
Icecream
Cheese
Dry Milk Products 
Whole Milk Products
Lactose
Casein
Skimmed Milk
Condensed Milk

PRODUCTION CAPACITY
(long tons) 
Butter
Cheese
Casein
Condensed Milk
Whole Mifc Products
Diy Milk Products

EMPLOYEES (number)

OPERATIONAL AREAS

Milkeries
Creameries
Colfectinq Stations

1988

81490

4005

3530

2990

30296

883
9300

12
4.4
3.6

51.6

496

5
12

1989

80185

3149

3580

3222

30880

848
8950

12
4.4
3.6

51.6

481

5
12

1990

77350

3064

2925

2999

34515

664
6765

12
4.4
3.6

51.6

476

5
11

1991

67150

2766

2527

2583

30709

426
5214

12
4.4
3.6

50.6

466

5
10

% Change 
1988 - 1991

-17.6

-30.9

-28.4

 -13.6

1.4

-51.8
-43.9

0.0
0.0
0.0

-1.9

-6.0

* Data includes production and capacities for the central Valmiera plant only



APPENDIX B.6. SELECTED CHARACTERISTICS FOR KALSNAVA PROCESSING PLANT*

Characteristic

MILK PROCESSED
(long tons) 
PRODUCTS PRODUCED
(long tons) 
Butter
Ice cream
Cheese
Dry Milk Products 
Whole Milk Products
Lactose
Casein
Skimmed Milk
Condensed Milk

PRODUCTION CAPACITY
(long tons) 
Butter
Cheese .. 
Casein f
Condensed Milk
Whole Milk Products
Dry Milk Products

EMPLOYEES (number)

OPERATIONAL AREAS

Milkeries
Creameries 
Collecting Stations

1988 1989 1990 1991 % Change 
1988- 1991

5600 5540 5300 5117 -8.6

220 218 252 250 13.6

! '. ,

C.4 0.4 0.4 0.4 0.0

32 31 30 30 -6.3

* Data includes production and capacities for Kalsnava plant only



APPENDIX B.7. SELECTED CHARACTERISTICS FOR PRIEKULE PROCESSING PLANT*

Characteristic

MILK PROCESSED
(tang tons) 
CREAM PROCESSED
(tomg tons) 
PRODUCTS PRODUCED
(tong tons) 
Butter
Ice; cream
Cheese
Dty'Miik Products 
mate Milk Products
Lactose
Casein
Skimmed Milk
Condensed Milk

PRODUCTION CAPACITY
(Song tons) 
Butter
Cheese
Casein
Condensed Milk
Whole Milk Products
DtyMilk Products

EMPLOYEES (number)

OPERATIONAL AREAS

Milkeries
Creameries
Collecting Stations

1988 1989 1990 1991 % Change 
1988 - 1991

78203 76641 74760 64927 -17.0

1306 1382 1315 1163 -10.9

3094 3103 3022 2538 -18.0

1384 1168 1184 1198 -13.4

9.8 15.8 14.8 14.8 51.0
3333 0.0

134 137 137 133 -0.7

1111
15 14 13 13

* Data includes cream receipts from two plants (Saldus and Kuldiga) and 
production and capacities from one creamery (Dunikas) in addition to production 
and capacities at Priekute.



APPENDIX B.8. SELECTED CHARACTERISTICS FOR TALSI PROCESSING PLANT*

Characteristic

MILK PROCESSED**
(long tons)
PRODUCTS PRODUCED
(long tons)
Butler
Icecream
Cheese
Cottage cheese
Dry Milk Products
Whole Milk Products
Lactose
Casein
Skimmed Milk
Condensed Milk

PRODUCTION CAPACITY
(long tons)
Butter
Cheese
Casein
Condensed Milk
Whole Milk Products
Dry Milk Products

EMPLOYEES (number)

OPERATIONAL AREAS

Milkeries
Creameries
Collecting Stations

1988

60167

2664

170
1336

3740

91
4000

8.2
0.3
0.7

12.4

129

3

1989

57250

2524

195
1260

3690

153
4219

8.2
0.3
0.7

12.4

128

3

1990

56594

2318

191
1459

3870

98
5235

8.2
0.3
0.7

12.4

125

3

1991

49281

2288

211
1292

3750

1664

8.2
0.3
0.7

12.4

125

3

% Change 
1988-1991

-18.1

-14.1

24.1
-3.3

0.3

-58.4

0.0
0.0

0.0

-3.1

* Data includes production and capacities for three creameries (Okte, Nurmuiza and 
Dundaga in addition to production and capacities at the Talsi plant
** Excludes raw cream receipts



APPENDIX B.9. SELECTED CHARACTERISTICS FOR TUKUMS PROCESSING PLANT*

Characteristic

MILK PROCESSED
(long tons) 
PRODUCTS PRODUCED
(long tons) 
Butler
Ice cream
Cheese
Dry Milk Products 
Whole Mife Products
Lactose
Casein
Skimmed Milk
Condensed Milk

PRODUCTION CAPACITY
(long tons) 
Butter
Cheese
Casein
Condensed Milk
Whole Milk Products
Dry Milk Products

EMPLOYEES (number)

OPERATIONAL AREAS

Milkeries
Creameries
Collectrq Stations

1988

80483

2345

415

25492

10866

15
0.7

75.3

240

2

25

1989

78274

1751

398

25920

9891

15
0.7

75.3

240

2

24

1990

72980

1786

422

27565

4355

15
0.7

75.5

240

2

24

1991

65980

1724

418

26683

4140

15
0.7

75.5

240

2

24

% Change 
1988-1991

-18.0

-26.5

0.7

4.7

-61.9

0.0
0.0

0.3

0.0

* * Data includes production and capacities for two milkeries (Jaunpils and Kandava) 
in addition to production and capacities at Tukums



APPENDIX C

INDIVIDUALS CONTACTED

NAME

1. Adelman, Carol
2. Belinska, Ingrida
3. Brainich, Eric
4. Brooks, Mike
5. Davis. Robert
6. De Marcken, Baudouin
7. Fritsch, Conrad
8. Grinberga, Astrida
9. Hamilton, Gerry
10. Jakobsons, Janis
11. Jakobsons, Aivars
12. Jansone, Ageta
13. Jansone, Edite
14. Kikane, Anna
15. Kveps, Aivars
16. Marchie, Gordon
17. Marzeckis, Stanislavs
18. Matchfried, Bob
19. Melngailis, Nils
20. Piesins, Eriks
21. Purmailis, Raids
22. Sesks, Martins
23. Silins, Janis
24. Simsons, Valdis
25. Skobe, Karlis
26. Snikers, Janis
27. Solovyov, Victor
28. Sysmanski, Damon
29. Upnieks, Peter
30. Zarins, Laimonis

AFFILIATION

USAID, Washington 
Com. Dir., Tukums Processing Plant 
VOCA, Riga 
USAID, Washington 
VOCA, Cabot Dairies 
USAID, Riga
Agribusiness Privatization Project 
Economist, Tukums Processing Plant 
US State Dept., Washington 
Chief Eng., Priekule Processing Plant 
Dairy Specialist, Min. of Agriculture 
Privatization Coordinator, MOA. 
Director, LATA
Economist, Priekule Processing Plant 
Dir. Dept. of Agr., Madona Region 
USAID, Washington 
Director, Talsi Processing Plant 
USAID, Washington 
Agribusiness Privatization Project 
Director, Priekule Processing Plant 
Prod. Mgr., Tukums Processing Plant 
Latvian Dairy Committee 
President, Madona Producers Assoc. 
Director, Vandzene Agrofirma 
Director, Valmiera Processing Plant 
Economist, Valmiera Processing Plant 
Director, Preili Processing Plant 
VOCA, cooperative development 
Director, Rezekne Processing Plant 
Director, Aizpute Processing Plant
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APPENDIX D 

LATVIAN DAIRY PROCESSING PLANT QUESTIONNAIRE

1. What products do make here? and how much of each? 

fluid milk________________

butter__________________

cheese

ice cream_ 

dry milk_

condensed milk_ 

casein

yogurt_ 

kefir

other

2. How are they packaged?

3. How are they distributed?

4. To whom are they distributed?

5. Do you compete with others?

6. Do you have a brand name?

7. Do your products have any special reputation for quality? for price? for service?

8. What is your milk supply?
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9. How much milk do you receive each day? 

What percentage is from private farmers? 

What percentage is from joint stock companies?

10. How much milk did you receive in 1991? ___________ 

What do you expect in 1992? ______________ 

In 1993? ______________

11. Is the quality of milk good?

12. Do you have an adequate supply of milk?

13. Is there seasonal variation in milk supply?

14. Do you have surplus milk at times?

15. Is your equipment adequate for your needs?

16. What can you do to lower costs?

17. What do you do with the milk products that are not sold? Do you take back returns?

18. Is your sewage disposal system adequate? Is sewage treated?

19. Do you have enough people to do all the jobs in the dairy? Do you have too many?

20. What is the work day and what is the pay?

21. Is the management staff efficient?

22. Do you have a system of quality control testing?

23. Are the cows healthy?

24. Do you reject bad milk?

25. Do you work seven Days a week?

26. Do you have adequate refrigeration?
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27. Why is consumption of milk declining?

28. What do you pay for milk in rubles per liter?

29. What do you sell milk for per liter? 

to stores? 

to consumers?

30. Are there any problems with farmers?

31. How often does the price of milk change?

32. Are milk by-products like yogurt, sour cream, cheese, more or less profitable for you?

33. Privatization is the process of making state businesses private. 

What is your opinion of privatization?

34. Will it benefit you?

35. Would you like to be private?

36. Could you manage it?

37. What are your annual sales in rubles? 

What was it in 1991? 

What do you expect it to be in 1992?

38. What is your annual profit? 

In 1991? 

Estimate for 1992?

39. What improvements would you make under privatization?

40. How would you pay for them?
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41. Under privatization would you have: 

Lower costs?

Better relations with farmers? 

More or fewer employees? 

Better paid workers? 

Happier workers? 

Who should own the company under privatization?42.

43.

44.

45.

46.

A cooperative is an organization for the production or marketing of goods which is 
jointly owned by members who share in the benefits. Farmers cooperatives may become 
the new owners of Latvian dairy processing enterprises. Is this a good idea?

If you were given a free hand to do what you wish to make this business better, what 
would you do?

What are the strong points of your business? 

What are the weak points?
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Draft: CF:4/2/93
Topics Requiring Attention in Developing Cooperative 

Charters , By-laws and Contracts

1. Commodity patronage commitment

The extent of expected patronage commitment from farmers 
delivering agricultural commodities to a cooperative needs to be 
specified in the charter. There are three main options:

a. full production
b. defined volume
c. set acreage

The competitive and/or profit position of the cooperative or 
plant may be directly affected by the decision made. Formal 
agreements with producers are needed.

2. Decision making roles

a. cooperative members
b. board of directors
c. plant management

Ideally this should be included in the charter. The most 
important issue in Latvian dairy processing plants will be to 
ensure that managers have day to day control over operational and 
staffing decisions

3. Voting rights of members organized as corporations or other 
cooperatives.

The major issue is whether the one member one vote rule should 
be modified for corporations and cooperative associations. If so 
what rules will apply?

4. Equity redemption

Rules need to be developed regarding the amount, timing and 
procedures for equity redemption in the case where a member 
withdraws from cooperative membership.

5- Stock holding

Dairy cooperative members will all hold stock. Procedures for 
allocating initial and additional stock are needed. Procedures for 
allocating patronage earnings in addition tc or in lieu of stock 
are needed. If stocks are held, official stock ownership documents 
are needed.



6. Patronage retains

Dairy cooperatives will need to retain a percentage of the 
value of milk delivered by members to provide all or a part of 
either working or long term capital needs. Procedures will have to 
be developed.

7. Non-patronage income or commodity deliveries

Procedures for handling non member shipment of milk to a 
cooperative plant or for purchase of farmer supplies will be 
needed. Should conditions be neutral or should they be set to 
encourage cooperative membership?

8. Handling of patronage losses

When a cooperative loses money procedures for charging losses 
against patronage assets are necessary. Accounting procedures for 
declaring the losses on balance sheets and/or for profit tax 
purposes are needed.

9. Dissolution of the cooperative

Procedures for distributing asset claims to members,based on 
patronage should be specified.

10. Marketing agreements with producers

This relates to patronage commitments by producers. 
Agreements need to be written with producers depending on the 
marketing strategy of the cooperative. For most dairy cooperatives 
in Latvia the cooperative will probably agree to take all the milk 
from the producer and the producer must agree to send all his milk 
to the cooperative. Pricing procedures need to be determined eg. 
pooling or grade based approaches. Enforcement mechanisms may be 
necessary to keep farmers from switching dairies indiscriminately.

11. Membership renewal

Language is needed to provide automatic rollover of annual 
membership unless action to terminate is taken.

12. Forfeiture of membership

Procedures under which members lose their rights to membership 
are needed.

13. Right to amend by-laws

Procedures to amend by-laws (Charter?; are needed.



14. Entire agreement provision

Language requiring that only written documents qualify as 
operational agreements between producer and the dairy may be used 
to forestall problems with managers or board members making verbal 
agreements with producers or with each other.

15. Membership applications

Standard membership application forms are required.

16. Purchase and sale of additional assets

Under the dairy processing plant privatization law charters 
must include provisions under which shares not sold at the initial 
two offerings (which are retained by the state) can be acquired by 
private sector owners.



Implementation of the Law on Privatizing State Dairy Processing Enterprises Page 1

Action

1. Law comes into effect

2. Identify enterprises serving as 
state reserve enterprises

3. Prepare a list of enterprises to 
be privatized

4. Ensure nomination of pagast 
representatives to enterprise 
Privatization Commissions

5. Determine asset share retained 
by legal persons having received 
assets prior to April 15 RLSC 
Resolution

6. Justify need to retain state 
assets in enterprises to be 
privatized

7. Formation and approval of 
Privatization Commission

8. Valuate unit to be privatized

Elapsed Time Actual Date Responsible Operational 
__________ _____Agent_____Clause_

Comments

Start of process Feb 1, 1993

One month

One month

One month

March 1. 1993

March 1, 1993

March 1, 1993

MOA

MOA

MOA

Two and a half 
months

April 14 PC

RLSC 
Resolution

Two weeks Feb 14. 1993 Council of Article 1
Ministers

Two weeks Feb 14, 1993 MOA RLSC
Resolution

Fifteen days Feb. 15, 1993 Pagastgovt. Articles
MOA Article 5

Article 7 
Article 17

Article 7

Article 3 
Article 5

Article 3 
Article 6

Enterprises designated as state reserves 
are not subject to this law

The list should be updated regulalry

, Not less than 6 representatives are to be
  elected by producers or producer associations

I Refers to individuals or groups receiving assets 
I prior to April 15 in the enterprises affected by 
this law and the April 15 resolution.

MOA appoints chairman. Other members 
I include manager and chief accountant of unit 
| being privatized, a non-management 
{representative, a local government represent- 
j ative, and not less than 6 producer represent- 
i atives. Subcommissions may be formed.
  Experts, having advisory rights, may be
  involved.

i Adjusted depreciated book value of fixed 
i assets plus cash flow funds. Fixed assets 
: purchased prior to 1991 are expanded by a 
factor of 10; those purchased in 1991 by a

  factor of 3: others are taken at actual value.
Prepared by USAID Latvian Agribusiness Privatization Project 9/2/93



Implementation of the Law on Privatizing State Dairy Processing Enterprises (continued) Page 2

Action

9. Final date to establish 
pagast level milk producer 
associations

10. Prepare or conduct competition 
to prepare privatization scheme

10aMlk producers & milk product 
suppliers can purchase at least 
70% of assets being privatized 
in an eligible unit; employees
--no more than 10%; others
- - no more than 20 %.

10b Discounts from stated selling 
prices are available to producers, 
milk suppliers and employees

11. Approve privatization scheme

12. Prepare founding prospectus 
for company and announce 
date for "signing of assets', eg 
transfering ownership

13. Inform stakeholders of asset 
shares to be assigned to each

Elapsed Time Actual Date Responsible Operational 
__________ _______Agent___Clause

Two months April 1. 1993

Three months May 1,1993

Pagast & 
Farmers

PC

Four months June 1,1993 MOA

Four and a half 
months

Four and a half 
months

June 14, 1993

June 14, 1993

PC

PC

Article 3 
Article 8

Article 6 
Article 3

Article 17

Article 20

Article 3 
Article 7

Article 3 
Article 6 
Article 21

Article 6

Comments

After deadline passes, cooperatives with rights 
to receive free assets under the April 15 
resolution lose these rights

j Article 3 requires scheme to be prepared within 
' the stated time frame. Article 6 also permits
use of the time to "organize a competition" if
approval is secured from the MOA

Producers not having access to "free" assets 
under the April 15 resolution can purchase 
assets at 75% discount from selling price; 
other producers at 50% discount; employees 
at 25% discount; others at no discount. 
Buyers have up to five years to pay for assets.

MOA determines conformity of privatization 
schemes with the law and informs PC about 
violations

Article 3 and 6 are silent regarding asset 
signing date. Article 21 indicates 
announcement occurs at the same as 
preparation of the prospectus

Potential stakeholders include staff of 
enterprise being privatized, pagast milk 
producer associations and others



Implementation of the Law on Privatizing State Dairy Processing Enterprises (continued) Page 3
VA

Action Elapsed Time Actual Date Responsible Operational 
__________ __ Agent___Clause

14. Organize asset signing and 
transfer assets to new owners

15. Prepare company charter 
and other documents

16. Completion date for asset 
transfer from units subject to 
provisions of April 15 
resolution

17. Open bank account for capital 
deposits and organize procedure 
for payment of assets purchased

18. Call foundation meeting of new 
cooperative (or company)

19. Register the company

20. Transfer all documents 
Sign transfer act

Five and a half July 14.1993 PC 
months (1st phase)

Six and a half August 14, 1993 
months (2nd phase)

Six months August 1,1993 PC

Six months August 1.1993 Not stated

PC

Seven months Sept 1,1993

Two weeks after 
registration

PC

Not specified 

Not specified

Article 3 
Article 6 
Article 21

Article 3 
Article 6

Article 1

Article 6

Article 3

Article 3

Article 3 
Article 4

Comments

Assets allocated to a particular group (farmers, 
employees etc.) which are not taken in the first 
offering are allocated to the same group in the 
second offering. Assets remaining to be sold 
after the second offering are handled according 
to the new company charter.

This deadline Is activated if deadline under 9 
above is met.
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STATEMENT CI LIMITING CONDITIONS

1. Nothing has come to our attention to cause us to believe that 
the facts and data set forth in this report are not correct.

2 . Neither Coopers & Lybrand nor any of its employees or 
contractors has a financial interest in the property 
appraised.

3. The fee for this report is not contingent upon values 
reported .

4. No investigation of the title of the property has been made, 
and owner's claim to the property has been assumed to be 
valid. No consideration has been given to liens or 
encumbrances which may be against the property except as 
specifically stated in the report.

5. Information furnished by others was assumed to be reliable.

6. No responsibility is assumed for matters of a legal nature.

7. This report is for the purposes stated and should not be used 
for any other purpose.

8. Neither all nor part of the contents of this report shall be 
disseminated to the public through advertising, public 
relations, news, sales or any other public media without prior 
approval of Coopers & Lybrand.

9. In the course of our analysis, we were provided with both 
written and verbal information, including financial and 
operating data, which we accepted as accurate without 
verification.

10. We have used certain forecasted data supplied by management in 
our valuation. We have not examined the forecasted data or 
the assumptions underlying the forecasted data and do not 
express an opinion or any other form of assurance on the 
forecasted data and related assumptions.

11. The estimates of future operations herein are solely for use 
in the valuation and are not intended for use as forecasts or 
projections of future operations. In addition, there will 
usually be differences between estimated and actual results 
because events and circumstances frequently do not occur as 
expected and those differences may be material.

12. We have no responsibility to update this report for events and 
circumstances occurring after the date of valuation.



1.0 OBJECTIVES

1.1 Purpose of Valuation

The purpose of this valuation is to determine the fair market 
value of Bauska Piens ("Bauska", the "Enterprise" or 
"Company"). We define fair market value as the price at which 
the property would change hands between a willing buyer and a 
willing seller, neither being under any compulsion to buy or 
sell and both having reasonable knowledge of relevant facts

1.2 Scope

The scope of our valuation included, but was not limited to, 
consideration of:

A. The nature of the business, including its history since 
organization;

B. The political and economic outlook for Latvia in general 
and for the dairy industry at the date of valuation;

C. Non-operating asset values;

D. Earning capacity;

E. Dividends and dividend-paying capacity;

F. The existence or lack of intangible value;

G. Sales of the stock and the size of the block to be 
valued;

1.3 Conclusion of Value

Based on our analysis, the assumptions and the methodology 
described in this report, we have determined the fair market 
value of Bauska to be in the range of 90 to 110 million 
Latvian Rubles (LVR) with no tax holiday for the aquirer, and 
100 to 120 million LVR with a two year tax holiday for the 
aquirer.

2.0 COUNTRY OVERVIEW

2.1 Country Background

The Republic of Latvia is situated on the eastern shore of the 
Baltic Sea, bounded by Estonia to the north, Lithuania to the 
south, and Russia and Belarus to the east. Riga is the capital.



Latvia has a population of 2.7 million people, with approximately 
1 million in Riga. After the Soviet Union occupied Latvia after 
World War II, migration from the Soviet Union was encouraged. As 
a result, approximately 50 percent of the population is non- 
Latvian, with Russians comprising 70 percent of the non-Latvian 
total. The remainder are primarily from the Ukraine or Belarus.

For a summary of statistics on population, gross domestic product 
("GDP") and industry output, see Exhibit 1.

Due to a comparatively well-developed infrastructure and skilled 
work force, the Soviets established a number of relatively well 
developed industries including machine building, chemicals, 
electronics, wood, and food products. Latvia became a major 
exporter of meat, dairy, and fish products to the republics of the 
Soviet Union.

The collapse of the Soviet Union prompted Latvia to declare 
independence in September, 1991. However, due to the inefficient 
economic policies implemented by the Soviets, Latvia also suffered 
as evidenced by declining GDP estimated at negative 3.5 and 8.3 
percent in 1990 and 1991 respectively.

2.2 Recent Economic Developments

Beginning in the late 1980s, Latvia began withdrawing subsidies and 
freeing prices. As a result, subsidies to GDP dropped from a 13.7 
percent in 1990 to 1.3 percent in 1991. This was accompanied by 
large price increases with retail prices increasing approximately 
172 percent in 1991, and as much as 1,000 in 1992 before levelling 
off to a current rate estimated at 3 percent per month.

The reduction in inflation is partially due to tight monetary 
polices. However, it has been accompanied by a real drop in GDP of 
as much as 30 percent in 1992. This contraction of output was 
primarily caused by the collapse of trade relations with the former 
Soviet republics (imported inputs were down from 46.8 percent of 
GDP in 1990 to 21.4 percent in 1991). Agriculture was the sector 
most affected.

Latvia is currently attempting to conclude trade agreements with 
Russia and the former republics. Such resumption of trade appears 
crucial for the food processing sector since without such trade, 
there will be a severe overcapacity of food production and 
processing capacity.



3.0 THE INDUSTRY

3.1 The Agriculture Sector

The Latvian agriculture sector comprises 20 percent of GDP and 16 
percent of the labor force. In 1990, Latvia exported 22 percent of 
its dairy production to the Soviet Union. In return, it received 
all of its fuel and agricultural machinery from the former USSR.

With the dissolution of the Soviet Union, the entire production and 
distribution system was disrupted. The Latvian government's 
current policy is to restructure and privatize states and collective 
farms. Concurrently, the country is facing the challenge of 
providing support services for agriculture including financing, 
repair and construction, food processing and marketing.

As shown in Exhibit 2, Latvian agriculture is not as productive as 
that of Western countries, although more productive than other 
countries of the former Soviet Union.

Recent developments have included instituting land reforms to 
enable full private ownership of land. Restitution provisions 
provide for pre-1940 owners to receive previously owned parcels of 
land, equivalent ones, or compensation. However, there remains 
uncertainty about legal title. Successful privatization of state 
owned enterprises depends on these ownership issues being promptly 
resolved.

Prices have also been liberalized but not entirely freed. For 
example, food processors are free to sell products to whomever they 
choose and can also freely negotiate prices with suppliers. 
However, for some products, they are currently subject to a profit 
markup of no more than 15 percent of total production costs.

3.2 The Dairy Processing Sector

Information is generally not available on the market share of the 
various entities making up the dairy industry. However, a 
breakdown by share of milk purchased is provided in Exhibit 3. As 
indicated, Bauska was responsible for approximately 5.35 percent of 
total milk purchases in 1992. The largest purchases were made by 
Valmieras, with a 19 percent share, Rezeknes, with 15.95 percent, 
and Liepajas with 11.14 percent of total purchases.

Consistent with the collapse of former Soviet markets beginning in 
1991, total purchases in tons decreased approximately 30 percent 
between 1991 and 1992. Bauska had a similar drop of 28 percent in 
milk purchases. In addition to the decreasing market, the breakup 
of collective state farms also disrupted availability of milk 
supplies.



4.0 COMPANY DESCRIPTION

Bauska consists of three milk products processing plants. They are 
known as the Bauska dairy processing plant ("Bauska plant"), the 
lecava dairy processing plant ("lecava"), and the Stelpe dairy 
processing plant ("Stelpe"). There are approximately 330 employees 
divided between the three plants and general administration.

4.1 The Bauska Plant

The Bauska plant specializes in whole milk products. Originally 
constructed in 1923, it was subsequently renovated in 1967. A new 
plant adjacent tc the existing plant is partially constructed. 
Originally planned for additional production of cottage cheese, the 
decline in demand for cottage cheese caused construction to be 
suspended. Approximately 54.4 percent of milk produced in the 
Bauska district is received by the Bauska plant.

4.2 The lecava Plant

The lecava plant specializes in soft cheese. Built in 1939, it is 
in poor condition and undertakes limited production at this time. 
Approximately 15.7 percent of milk from Bauska district goes to the 
lecava plant for processing.

4.3 The Stelpe Plant

The Stelpe plant specializes in butter production. It was built in 
1939 and renovated in 1969. The enterprise considers this plant to 
be the most efficient of the three production facilities. The 
remaining 29.9 percent of milk produced in Bauska region is 
acquired by this plant.

In addition, management reports that the lecava and Bauska plants 
have supplied sweet cream to Stelpe. As a result, approximately 85 
percent of the milk produced in Bauska region is used to 
manufacture butter.

4.4 Organization Structure

The three plants were combined into the present structure in 1962. 
Until 1987, Bauska was a state-owned enterprise. In 1987, its 
assets was transferred to a collective farm or "Uzvara". However 
this arrangement proved to be unsatisfactory due to dominance by 
one farm.

In 1990, the dairy farmers and collection farms founded the current 
Bauska as an association of dairy producers. Based on a government 
decree dated May 23, 1990, the Bauska Dairy Kombinat was given by 
the state to the association free of charge. In 1991, Bauska was 
then registered as a limited liability company with 70 percent of 
capital going to milk producers, 20 percent to employees, and the 
remaining 10 percent to other service organizations.



Subsequent to the May 23, 1990 decree, the government reversed its 
prior policy and decided it should receive compensation from the 
dairy producers for assets of the enterprise in place prior to 
1991. The enterprise is currently in negotiations regarding the 
amount of this payment. For further discussion of this subject, 
see the Valuation Theory and Methodology section 8.0 of this 
report.

5.0 FINANCIAL ANALYSIS

5.1 Basis of Financial Statements

Bauska maintains its books and records according to Latvian 
accounting principles. There are significant differences between 
Latvian standards and either U.S. Generally Accepted Accounting 
Principles ("US GAAP") or Western European Standards 
("International Accounting Standards"). The primary record 
prepared is a balance sheet with accompanying notes that include 
limited information on gross profits, net profits, and the 
allocation of those profits.

The balance sheet and income statement for Bauska, transformed into 
a Western format, is provided in Exhibit 4. The notes to these 
statements are appended to the statements.

The financial statements between 1990 and 1992 are not comparable 
from year to year. Between 1990 and 1991, there were changes 
adopted in accounting format. Between 1991 and 1992, there was a 
period of hyperinflation which resulted in state enterprises 
revaluing fixed assets according to revaluation coefficients 
ranging from 2.0 to 5.0. A similar revaluation occurred on January 
1, 1993 and was reported to require revaluation coefficients as 
high as 10.0

As a result, our analysis is limited to review of 1992 financial 
statements.

5.2 Balance Sheet

After restatement into a Western format, Bauska has total assets of 
131 million Latvian rubles ("LVR") compared to 31 million LVR in 
liabilities and 100 million LVR in owners' equity. There is no 
bank credit outstanding.

Balance sheet assets include 86 million in current assets and 35 
million in fixed assets. While 1993 financial information is not 
available, it appears that fixed asset balances will increase 
substantially after application of 1993 revaluation coefficients.

5.3 Income Statement

Bauska recorded 1992 Gross Profit of 76 million LVR and a Pre-tax 
Profit of 94 million LVR after inclusion of Other Income items.

 'V



Income taxes of 361 thousand LVR are reported. However, there are 
additional taxes levied against sales, payroll and other items 
included in cost of goods sold.

The net profit figure represents 15.7 percent of net sales. This 
compares with a 8.4 percent figure recorded in 1991. However, the 
1992 figure appears to be overstated for several reasons. For 
example, employee bonuses are paid from profits but are better 
classified as expenses. In addition, the hyperinflation occurring 
during the period caused a lag in cost increases thereby producing 
nonrecurring inventory holding gains. In addition, because 
depreciation is based on historical rather than current costs 
(except for revaluations), this item does not correctly correspond 
to the depreciation reserves required to provide for future 
replacement of fixed assets.

The current statutory income tax rate is reported to be 35 percent. 
The government is reported to be offering a 2 year tax holiday to 
foreign investors acquiring a minimum 30 percent of the enterprise. 
This could enhance the value of the enterprise to foreign 
investors.

6.0 FUTURE PROSPECTS

6.1 Overview

Our general conclusions for Bauska's prospects in the next several 
years are as follows:

Bauska faces considerable uncertainties in the domestic 
economy during the next one to two years. The economy 
has experienced a substantial decline in 1992 and the 
timing and extent of any recovery is unclear. As a 
result, Bauska's sales levels when adjusted for inflation 
could remain below 1990 and 1991 levels for the next 
several years.

The disintegration of traditional state owned milk 
suppliers and distributors add uncertainty to Bauska's 
prospects in domestic markets.

Management is hoping to expand exports to former Soviet 
republics. However, these republics lack hard currency 
with which to pay for imported products.

The Company's ideas of exporting to Western Europe are 
hampered by tariffs and quotas. In addition, most of 
Bauska's products currently do not comply with 
international product and sanitation standards.



The Company faces the entry of Western food processing 
companies into Latvia and the Eastern European market. 
This includes Kellogg's recent arrival in Latvia. Bauska 
could benefit by forming an alliance with a Western 
investor or manufacturer.

Bauska must be flexible and entrepreneurial enough to 
exploit new market opportunities and adapt to changing 
market conditions.

In the following paragraphs, we discuss the prospects for Bauska in 
its domestic market, exports to the former Soviet republics, and 
also exports to Western markets.

6.2 Domestic Markets

The Company's unit sales volume for 1993 is projected to decline 
over 20 percent from 1992 levels. In particular, Bauska is 
expected to experience a large decrease in tonnage of butter and 
cheese shipped during 1993.

Collapse in domestic demand resulted partially from consumers 
finding substitutes for the Company's products while also 
dramatically reducing consumption as they experience massive 
declines in purchasing power. Due to large stockpiles of butter, 
consumers have even begun buying imported products due to the fear 
that the domestic product is not fresh.

Future sales and profitability from Bauska's current business 
activities in Latvia may recover and ultimately exceed prior 
levels. As standards of living rise, consumers are likely to 
increase both the amount and quality of food items bought.

Foreign companies are now entering Eastern European markets 
including Latvia. Armed with greater financial resources and 
marketing advantages than Bauska, they could undermine Bauska's 
position.

As Western firms acquire existing companies in Eastern Europe, it 
will become increasingly important for enterprises like Bauska to 
form strategic alliances with foreign companies. Such alliances 
may include joint ventures and marketing agreements. Bauska may 
also gain a long term advantage through ultimately merging or being 
acquired by a Western food company.

6.3 Eastern Bloc

Bauska's markets in Eastern Europe are experiencing radical social 
and political change which could significantly affect the level and 
profitability of Bauska's future activities in these markets.

In the event Latvia successfully negotiates trade agreements with 
former Soviet republics, Bauska could benefit by exporting food



products to the former Soviet Union. However, there are major 
uncertainties and we do not anticipate the former Soviet republics 
being a major source of revenues for Bauska during the next two to 
three years.

6.4 Western Markets

Bauska may find additional markets for certain products from 
Western nations such as Sweden and Finland. Reduced production by 
these countries and the availability of product from Latvia could 
offer opportunities to sell to such markets.

However, sales may be hampered by trade barriers and, importantly, 
by quality control and sanitation standards.

Market expansion is dependant on Bauska 's improving sanitation to 
international standards and mounting a substantial promotion 
campaign. This requires both technical expertise and substantial 
amounts of capital. For example, product packaging would need to 
be greatly improved or products sold to Western companies that 
package the product for their own countries.

7.0 RISK FACTORS

7.1 General Economic Factors

The performance of the Company may be affected by the performance 
of the Latvian economy. The economy has not been strong in recent 
years and it suffers from negative growth in GDP, a declining 
standard of living and at least the threat of renewed inflation.

7.2 Problems of Transition

The transition to a more market-orientated economy may be 
difficult. Managers and workers face a new and, for them, untried 
environment. There will inevitably be problems of adjustment, 
compounded by years of under- investment. Many businesses may not 
be able to adapt to the demands of a market economy.

7.3 Currency Risk

The Lati is only partially convertible into other currencies and is 
not internationally traded. While the currency has been relatively 
stable in recent months, the currency could depreciate due to 
inflationary policies by the government such as supporting 
financially ailing enterprises or reinstating price supports.

7.4 Illiquidity of Investments

There is to date no Latvian stock exchange in operation. Although 
it is the intention that the majority of large enterprises should 
eventually be listed on such an exchange, there can be no guarantee



of any significant liquidity. The high degree of liquidity seen on 
some Western stock exchanges may never develop.

7.5 Business Failures

Latvian enterprises are only beginning to be allowed to go into 
liquidation due to insolvency or bankruptcy. The full effects of 
this change remain to be seen.

7.6 Latvian Accounting Standards

Accounting standards and the role of accounts in Latvia are 
different from those of the West. Although Latvia has now adopted 
principles more closely resembling International Accounting 
Standards ("IAS") or US GAAP, there is no history of auditing 
enterprises to such standards.

7.7 Enforcement of Rights

It may be difficult for the Company to obtain effective enforcement 
of its rights by legal or arbitration proceedings in Latvia.

8.0 VALUATION THEORY AND METHODOLOGY 

B.l Premise of Value

Our valuation is based on the premise of fair market value. Fair 
market value is defined as the amount for which property would 
exchange between a willing buyer and willing seller, each having 
knowledge of the company, and each acting in their own self- 
interest without undue compulsion or pressure.

For purposes of this valuation, we assume that the business will 
continue operation as a going concern. This is in contrast to 
liquidation value where it is assumed that the sum of the proceeds 
from sale of assets exceeds the value of the company based on its 
profitability as a going concern.

Due to current economic conditions in Latvia and a severe 
overcapacity of dairy production, the demand for available property 
and equipment appears limited. Moreover, the cash proceeds likely 
to be realized by such sales would be limited by selling 
commissions, transportation costs, and tha time required to find 
a suitable buyer.

Furthermore, in conducting our valuation, we determined values 
based both on the assumption of minority and controlling interests. 
A minority interest represents an investor acquiring shares in the 
enterprise (e.g. a minority interest) similar to buying shares on 
the stock market, but without guarantee of liquidity to sell the 
shares.

In comparison, a controlling interest is generally defined as 
ownership of over 51 percent of the outstanding voting shares. A

A



controlling interest is considered more valuable than a minority 
interest. This is uue to th'; acquirer's ability to determine the 
enterprise's strategy, products, marketing, financing, compensation 
and dividend policies.

In this regard, in the U.S., acquirers of food and beverage 
manufacturing companies have been paying an average of 59 percent 
over prior market prices of publicly traded shares of the acquired 
company. '

The following definitions are relevant for valuation purposes: 

8.2 Definitions

1. Fair Market Value

Fair market value is defined as the amount for which 
property would exchange between a willing buyer and a 
willing seller, each having a knowledge of the company, 
and each acting in their own self-interest without undue 
compulsion or pressure.

2. Replacement Cost New

Replacement Cost New ("RCN") is the cost of construction 
or acquisition at current prices of an asset having 
similar utility as the property being appraised. RCN is 
the upper limit of value, that is, what the property 
would be worth to a prudent investor in a new and unused 
condition.

3. Depreciated Replacement Cost

Depreciated Replacement Cost New ("DRC") is the cost of 
replacement, less an allowance for deterioration due to 
physical deterioration. This value does not explicitly 
consider reductions in value due to either technological 
obsolescence or economic obsolescence due to permanent 
reductions in market demand.

4. Orderly Liquidation Value

Orderly Liquidation Value is defined as the amount of 
cash proceeds which could be expected from a sale of the 
subject property given a reasonable time in which to find 
a purchaser and complete the transaction.

5. Forced Liquidation Value

Forced Liquidation Value represents the estimated cash

'Source i "Control Premiums by Industry - Trailing 12 Months', 
Houlihan, Lokey, Howark, and Zukin,3rd Quarter 1992.



proceeds which could be typically realized at a properly 
advertised and conducted public auction held under forced 
sale condition, under present day economic conditions. 
The period allowed for the sale is generally shorter than 
for orderly liquidation value, say, 60 days.

8.3 Valuation Methodology

There are three basic approaches to valuing any enterprise. They 
are the cost, market and income or discounted cash flow approaches. 
The best one to use depends on a number of factors as described 
below.

8.3.1 The Cost Approach

The Cost Approach is utilized through application of the Adjusted 
Net Assets Method. In the Adjusted Net Assets Method, an analysis 
of the fixed assets, investments, and financial assets is conducted 
to arrive at a fair market value for the total assets of the firm 
as a going concern. This value is then netted against the fair 
market value of all the liabilities of the firm, resulting in an 
indicated net value attributable to the Enterprise's stock. For 
application of this method to Bauska, see Exhibit 5.

8.3.1.1 Valuation of current Assets

A verification and appraisal of current assets is beyond the scope 
of this business valuation. We consider the cash balances on the 
financial statements to be representative of their market values.

For accounts receivable, we do not have reliable information on the 
aging and condition of the balances due from customers. However, 
due to current economic conditions in Latvia and the problems of 
the dairy industry, we deduct 10 percent of the balance of the 
receivables as a reserve against possible credit losses (see 
Exhibit 5).

The enterprise's inventory is largely comprised of butter stored in 
warehouses in Riga. The advantage of butter is that it can be 
stored almost indefinitely if kept sufficiently cold. However, the 
local market for butter is limited and consumers are reported to be 
somewhat wary of the freshness of local products.

In addition, the enterprise has ' iicated that it is currently 
selling butter for between 170 and -JO LVR per kilogram. This is 
down from a peak of 280 to 300 LVR in March, 1992. The enterprise 
is now considering lowering prices to approximately 150 LVR per 
kilo compared to a cost of production of about 190 LVR. 
Concurrently, they plan to lower the price they will pay suppliers 
for raw railk. As a result, certain of the enterprise's inventory 
may be unsalable or saleable at prices below carrying costs. 
Therefore, we assume an additional reserve against inventory loss 
equal to 20 percent of the value of inventory shown on the balance 
sheet.



8.3.1.2 Valuation of Fixed Asseta

Under a going concern assumption, the cost approach applicable to 
valuing fixed assets is known as Depreciated Replacement Cost 
("DRC"). As shown in Exhibit 6, DRC arrives at fair market value 
by determining the cost of replacing the property new, then 
depreciating it for physical deterioration.

Under this methodology, the original cost of each major asset is 
translated into its Replacement Cost-New ("RCN"). For this 
purpose, we translated the original cost of enterprise assets into 
current prices utilizing consumer price indexes for Latvia as 
published by the World Bank. 2 For more recent data, we utilized 
inflation indices provided by the Statistical Commission of Latvia.

Once RCN was determined, economic lives for the assets were 
assigned. For this purpose, we utilized ranges for asset 
categories published by Marshall Valuation Services.

Based on these lives, and assuming limited residual values at the 
end of the life (e.g. 8 percent and 20 percent for equipment and 
buildings respectively), we assigned depreciation factors to these 
major assets. Finally, the DRC for each major asset is calculated 
by subtracting the depreciation from the RCN.

Note that this approach applies penalties for physical 
deterioration of the property, but does not explicitly consider 
such factors as technological, functional, or economic 
obsolescence. For example, advances in technology may enable 
replacement of an asset with one of similar utility at lower price, 
or similar price but with enhanced performance.

For the subject enterprises, additional reductions in value were 
necessary based on under-utilization of the assets (functional 
obsolescence), and because loss of key markets (e.g. former Soviet 
Union) limit market values of the productive assets (economic 
obsolescence).

As a result, we have deducted a total of 30 percent from the value 
of fixed assets determined by the DRC approach. Fifteen percent 
represents a penalty due to the poor technological condition of 
much of the subject property and equipment. We have deducted an 
additional 15 percent due to the under-utilization of the equipment 
due to the loss of key markets. We recommend these deductions be 
reviewed in light of subsequent changes in both technology and 
market conditions.

As shown in Exhibit 7, the valuation of fixed assets comprised 
assets totalling approximately 69 percent of original cost. For 
the remaining items not reviewed, we utilized the remaining net

2 Latvia; The Transition to a Market Economy. The World Bank, 
Washington D.C. 1993.



book value and applied an appropriate revaluation multiple based 
on the relationship between the enterprise's average value costs 
shown both before and after the 1993 revaluation. As a result, the 
final value assigned to fixed assets equals approximately 60 
million LVR.

Due to uncertainties with title and the limited market to date, we 
have assigned no value to the land underlying the enterprise's 
facilities. Depending on the final legal status of Bauska, this 
assumption should be reviewed.

8.3.1.3 Status of Bauska Residences

The privatization of Bauska will probably exclude worker 
residences, currently carried on the enterprise's financial 
statements. As shown on Exhibit 6, we have separated those 
residential properties. However, due to their current inclusion in 
the financial statements, we have included them in the valuation of 
Bauska.

8.3.2 The Market Approach

The market approach estimates value by determining selling prices 
of comparable properties or enterprises. A group of comparable 
firms are selected and data on market price versus various 
financial measures are developed.

The earnings (profits) multiple method of valuation is most 
commonly used and involves applying a suitable multiple (price 
earnings or "P/E" ratio) to maintainable earnings (profits). 
Maintainable earnings are the post-tax profits which would occur in 
the normal course of business.

Bauska is currently not projected to have a profit in 1993. Due to 
this lack of current profitability as well as lack of comparable 
enterprises that have been sold with market data available, this 
method is not applicable.

8.3.3 The Income or Cash Flow Approach

In valuing an enterprise as a going concern, the approach most 
widely accepted is generally an income or discounted cash flow 
("DCF") approach. The DCF approach values the company based on 
estimating future operating cash flows. These cash flows are then 
discounted to a present value by applying a required rate of return 
which reflects the risks applicable- to the business as well as the 
availability of alternative investments.

In this instance, the required return for an investor includes 
business risk, financial risk, political risk and economic risk. 
The greater the degree of risk, the higher the return required by 
the investor.



The forecasts of future cash flows exclude the impact of future 
expected inflation. That is, projections of sales were made using 
current 1993 prices. We utilized this approach due to the high 
degree of uncertainty regarding future price levels.

For valuation purposes:

Debt-Free Cash Flow is defined as:

Earnings before interest and taxes ("EBIT")

- Income taxes at expected rate

= Debt-free earnings

+ Depreciation and other non-cash charges

- Additions to working capital

- Additions to plant and equipment 

= Debt-free available cash flow

We add back depreciation to earnings in arriving at cash flow since 
this is an accounting entry and does not involve the use of cash. 
Similarly, because they represent actual cash outlays, we deduct 
additional working capital and plant and equipment required to 
support projected sales.

8.3.3.1 Selection of Discount Rate

In selecting a discount rate, we utilized a weighted average cost 
of capital ("WACC"). The WACC is divided between required returns 
on debt and equity. The "real" cost of debt (without the effects 
of inflation) was utilized based on "real" rates earned by U.S. 
banks (approximately 5 percent) as a base rate. The "real" rate 
of return was then increased due to the additional risk of the 
Latvian economy. The cost of debt rate was then reduced by an 
amount resulting from the deductibility of interest payments for 
Latvian tax purposes.

The cost of equity was based on application of the Capital Asset 
Pricing Model ("CAPM"). CAPM is a widely accepted method for 
valuing equity capital as developed at the University of Chicago. 
CAPM begins with identifying the return on a risk free investment, 
such as a U.S. Treasury bond. The model then incorporates the 
additional return received by investors from investing in stocks in 
the U.S.



Finally, an additional premium is added reflecting the higher 
returns traditionally earned by investments in smaller stocks 
( i.e. companies with sales less than $100 million).

To make this return consistent with our assumption of no inflation, 
we deducted the expected U.S. inflation rate of approximately 4 
percent.

We utilized this U.S. investment rate as a base rate for required 
returns in Latvia. This is known as a Build-Up Method. This 
method lists each component of risk and assigns an amount of return 
to compensate for each risk component.

For Latvia, an additional return is required by an investor due to 
the greater political and economic risks in Latvia. This risk 
makes investment more comparable in risk of a U.S. venture capital 
financing for a company with a limited track record. Comparable 
companies may have experienced some commercial success, but can not 
go to a conventional bank for all of their financing needs.

The higher required return in Latvia than in the U.S. also reflects 
the uncertainties associated with management's projections lor 
enterprises in Latvia than for projections made in the more stable 
U.S. environment.

As similar firms in the U.S. would have a financial structure 
including both debt and equity, the discount rate was adjusted to 
reflect the fact that Bauska is currently financed 100% through 
equity.

Based on the application of the above methodology, we determined a 
discount rate of approximately 24 percent.

8.3.3.2 Application of Discounted Cash Flow Methodology

As shown in Exhibit 8, the future available cash flow and required 
rate of return are integrated via a formula that calculates the 
present value of future cash flows. Specifically, we utilize a 
five year forecast with a stabilized sixth year representing years 
six through infinity. We estimate this latter terminal value using 
an algebraic equation known as the Gordon growth model.

As presented in Exhibit 8, the resultant value represents the value 
of all invested capital of the business. However, invested capital 
is comprised of both owners' equity and interest bearing debt. 
Therefore, to determine the market value of the enterprise equity, 
we deduct the value of the interest bearing debt.

Finally, a premium for control is added to reflecc the market value 
applicable to an investor acquiring over 50 percent of the shares 
of the enterprise. In the U.S. aquirers of food manufacturing 
companies have paid an average premium of 59 percent over the 
market valua. This is the figure that has been used in the



calculations in Exhibits 8 and 9. However, depending on the actual 
investment, technical and marketing skills or other benefits that 
a new owner may bring, a range of 30-60 percent would be reasonable 
for Bauska. This would give a range of values of 85.5 to 105.0 
million LVR with no tax holiday, and 97.0 to 119.0 million LVR with 
a two year tax holiday. Note that the Cost Approach assumes an 
investor has the authority to acquire or dispose of individual 
assets, making it represent a controlling interest valuation.

8.3.4 Reliance on Management Projections

In making our assessment of future cash flow, we have relied on 
projections provided by management and analysis of historical 
financial statements. The projections were based on the 
assumptions listed in the attached exhibits.

There will generally be differences between forecasted and actual 
results, because events and circumstances frequently do not occur 
as expected, and those differences may be material. Therefore, we 
recommend that these assumptions be reviewed on a periodic basis as 
new information becomes available.

8.3.5 Allocation Between State and Limited Liability Company

As previously discussed, a portion of the value of the Bauska 
enterprise involves paying the state compensation for value of the 
enterprise related to the period prior to formation of the limited 
liability company in 1990.

Enterprise management has indicated that it has negotiated with 
state authorities to pay 5.6 million LVR for assets purchased from 
the enterprise. This is not considered to be a true market value 
but rather the book value of the subject assets prior to the fixed 
asset revaluations occurring in 1992 and 1993.

8.4 Comparison of Adjusted Cost and DCF Valuation Methods

Our valuation under the adjusted cost approach indicates a value of 
123.8 million LVR for the entire enterprise. The DCF approach 
estimates a value for Bauska in the range of 85.5 to 105.0 million 
without a tax holiday, and 97.0 to 119.0 million LVR with a two 
year tax holiday.

The DCF method is theoretically most sound. However, during this 
transition period in the economy, there is great uncertainty about 
future results of all enterprises including Bauska.

The Adjusted Cost Approach has the limitation that it does not 
consider the profitability of the subject assets in use. In the 
event the enterprise cannot be made profitable under a market 
economy, the value of the assets would be limited to the caish 
generated from asset sales. However, due to the marginal condition 
of the plant and equipment, and the difficulty in transporting it



to a new location, it is unlikely there would be much value 
received from sale of individual assets.

As shown in Exhibit 10, we have selected a final value range of 90 
to 110 million LVR without a tax holiday and 100 to 120 million LVR 
with a two year tax holiday. This is based on giving some weight 
to the adjusted market value of the balance sheet method, but 
predominant emphasis to the discounted cash flow approach.



EXHIBIT 1

COUNTRY DATA - LATVIA

GNP per capita in USD in 1991

General

3,410

Area (square km) 64,600
Population, 1990 mid-year (thousands) 2,670
Growth rate, 1980-90 (percent) 0.6
Density, 1990 (per square km) 40

Social Indicators
Population characteristics

Crude birth rate, 1990 (per 1,000) 14.2 
Crude death rate, 1990 (per 1,000) 13.0

Health
Infant mortality rate, 1990 (per 1,000 live) 10.8 
Life expectancy at birth, 1990 70.5

Gross Domestic Product

Current Prices 
(million rubles)

Real Growth Rates 
(annual % change)

1990 1991 1990 1991

GDP at market prices 1 2,20 1 .0
Total consumption 8,226.0

Private consumption 6,888.5
Government consumption 1,337.5

Gross domestic investment 4,057.0
Fixed investment 3,337.9
Change in stocks 719.1

Net Exports -82.0

28,665.0
16,198.0
13,249.6
2,948.4
9,669.5

N.A.
N.A.

2.797.5

-3.5
N.A.
N.A.
N.A.
N.A.
N.A.

~
 

-8.3
N.A.
N.A.
N.A.
N.A.
N.A.
 
 

Output, Employment and Productivity

GDPin 1991 Employment in 1991 GDP per worker

min RUR % of total thousands % of total rubles % of average

Agriculture
Industry
Services

5,739.0
13,907.0
9,019.0

20.0
48.5
31.5

226.6
433.6
736.3

16.2
31.0
52.8

23,326
32,073
12,244

123.4
156.3
59.7

Total/Average 28,665.0 100.0 1,396.8 100.0 20,522 100.0

Source: Lafvw: Transition to a Market Economy. The World Bank, 1993



EXHIBIT!

Productivity Comparison, 1989

Commodity

Grain (quintals/ha)
Potatoes (quintals/ha)
Sugar Beet (quintals/ha)
Milk (kg/cow)
Eggs (units/hen)
Feed conversion (pigs)
Inputs
Labor/HK) hectares

N/ha
P/ha
K/ha

Finland

29.3
219.0
320.3

5,246.0
N.A.

3.2

7.9
100.0
30.0
56.0

Latvia

23.5
155.0
294.0

3,636.0
219.0

9.8

11.4
91.5
71.4

123.8

Democratic Republic 
USSR of Germany

19.0
20.0

249.0
2,600.0

N.A.
N.A.

N.A.
N.A.
N.A.
N.A.

44.0
233.6
302.3

3,821.0
220.0
N.A.

8.2
141.3
56.4
94.4

N.A. =not available
Note: N = nitrogen; P = phosphorus; K = potassium

Source: Latvia: Transition to a Market Economy, The World Bank, 1993



EXHIBIT 3

PRIVATIZATION OF BAUSKA 
PERCENTAGES OF MILK PURCHASES 
BY "KOMBINAT" DAIRY COOPERATIVES
(in metric toas)

Name of Enterprise

Riga

Valmiera

Liepaja

Rezekne

Daugavpils

Jelgava

Tukums

Jekabpils

Bauskas

Ventspils

Agrofinna "Koknese"

Kraslava

Aizpute

Prei|i

Saldus

TOTAL

% Change 
1992-1991

-31.84%

-30.21%

-15.68%

-36.04%

-40.53%

-23.4?%

-21.72%

-37.42%

-28.09%

-32.46%

-36.36%

-34.63%

-35.76%

-30.26%

-25.94%

-30.037f

Tons 
1991

122599

289334

140399

264892

67948

146615

65983

60437

79058

28703

50152

60051

36380

50580

55363

1518494

Total

8.07%

19.05%

9.25%

17.44%

4.47%

9.66%

4.35%

3.98%

5.21%

1.89%

3.30%

3.95%

2.40%

3.33%

3.65%

100.00%

Tons 
1992

83563

201927

118388

169427

40407

112266

51654

37821

56852

19387

31918

39255

23369

35277

41001

1062512

Total

7.86%

19.00%

11.14%

15.95%

3.80%

10.57%

4.86%

3.56%

5.35%

1.82%

3.00%

3.69%

2.20%

3.32%

3.86%

100.00%

Source: The Ministry of Agriculture of the Republic of Latvia



EXHIBIT 4

UNAUDITED FINANCIAL STATEMENTS

AND

NOTES TO THE FINANCIAL STATEMENTS

General Notes & Enterprise Specific

u -



UNAUDITED

BAUSKA DAIRY ENTERPRISE 
Balance Sheet

Balances at December 31 st 
(LVR in thousands)

ASSETS

Current Assets 
Cash
Short term investments 
Accounts receivable 
Inventory 
Other 

Total Current Assets

Fixed Assets
Assets under construction
Other Long tr ,n Assets

TOTAL ASSETS

1992

22,825
0

43,001
19,852

26

25,149
20,169

0

1991

989
0

7,804
3,192

8
85,704 11,993

2,367
1,698

0

131.022 16.058

LIABUTIES AND EQUITY

Current LJablities 
Accounts payable 
Other short term payables 
Other 

Total Current Liabilities

Long Term Debt 

Total Liabilities

Equity
Capital & retained earnings 
1992 Revaluation reserve 
Total Equity

TOTAL LIABILITIES & EQUITY

25,042
0

5,518

4,928
0

1,880

95,904
4,558

6,808

0

6.808

9,250
0

100.462 9.250

131,022 16,058

The accompanying notes to the financial statements are an integral part of this document



BAUSKAS DAIRY ENTERPRISE 
I Income Statement 

]'  For year ended December 31st 
(LVR in thousands)

UNAUDITED

1992 1991

Sales
Less: Turnover Tax 

Net sales

Less: Cost of Goods Sold 

Gross profit

Other Income 
Less: Other Expenses 

Net Other Income

PROFIT (LOSS)

Taxes

NET PROFIT

601,741 
2,096

599,645

523,854

75,791

18,688 
104

18,584

94,375

361

94.014

74,171 
0

74,171

67,972

6,199

97
17
80

6,279

33

6.246

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

BAUSKA DAIRY ENTERPRISE
Balance Sheet (Bilance)

Line
Nlos. Assets (Aktivs)

31 Dec 1991 31 Dec 1992 1 Jan 1992

010 Fixed Assets
O20 Intangible Assets
030 Assets under construction
035 Assets not ready for use
O40 Long term investments
050 Current year profit/offset F°D or 510
O65 Amounts due from membc-rs
070 Other receivables
080 Current year loss/offset 500 or 510
090 Total - check

100 Raw Materials and consumables
110 Work in progress
120 Work in progress
130 Prepaid expenses
140 Finished goods
150 Finished goods
160 O'her inventory
170 Total
171 Goods in transit

200 Cash on hand
210 Cash in bank
220 Hard currency accounts
230 Other bank accounts
240 Other bank accounts
250 Short term investments
270 Bank loan monies rec'd
300 Trade accts receivable
310 Bills of exchange
320 Payments in advance
325 Tax overpayments rer/ble
330 Other debtors
340 Employee loans
350 Social welfare expenses **Cr450
360 Other receivables
370 Total - check

390 Total - check

5,586

1,337
361

6,279
86

13,649

3,437

973

16

6,585

463
4

670

32,776

17,737
2,432

94,375

14,272

147,320

2 ,722

4
711

15,554

26

4,630

20,210

101

4,899
17,825

42,572

429

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

BAUSKA DAIRY ENTERPRISE
Line
Nos. Liabilities fPasivs)

400 Statutory fund
410 Accum depreciation
420 Depreciation consumables
430 investment financing
440 Other payables
445 Obligations to members
450 Financing reserve
450 Vaccation accrual
470 Amortization & Repairs**
480 Payments received in advance
490 Unrealised profit on sates
500 or 510 Profit
520 Total - check

600 Short term payables
610 Medium term payables
620 Long term payables
630 Overdue loans!
640 Short term loans
650 Long term loans
660 Total - check

700 Accts payable - goods
710 Bills of exchange
720 Payments received in advance
730 Taxes payable
735 Privatization expenses
740 Social pension tax
7CG Accured salaries
760 Other payables
765 Employee loans
770 Other
780 Total - check

800 Total - check

31 Dec 1991 31 Dec 1992 1 Jan 1992

20.711

4,591

62

42
233
158

207747

19,940

2,072

389
2,641

567

280 
3,219

241 
1,698

795 
7,272 

33 
894

6,279

230 
7,627

332 
0

4,951 
100,182

94,375

280 
7,347

11,830

Fixed asset movement 
Accumulated Dep 
Difference Net Assets 
Statutory Fund movement

Calculation

The accompanying notes to the financial statements are an integral part of this document



UNAUDITED

BAUSKA DAIRY ENTERPRISE 
Income Statement (Finansu Rezultanti)
Line 
Nos.

010 Revenue from goods sold
020 Turnover tax
030 Sales less tax - check
040 Product and period costs
050 Profit - check
060 Other sales results
070 Non-sales operations
071 Investment Income 
080 Profit and loss totals 
090 Net profit - check

100 Non taxable income
101 Value of stock sold

1992 1992 
Revenues Costs

601,741 
2,096

1991 
Revenues

1991 
Costs

74,171

599,645 74,171
523,854 67,972 1
75,791 6,199
1,655 

17,033

94,479 
94,375

104
86 
11

104 6,296 
6,279

17

17

16,929 6,279

Use of Profits Statement 1992 
(Pelnas Izlietosana)

200 Income tax expense 
210 To reserves
220 To capital funds
221 To the investment fund
230 To dividends
240 To previous year's losses
250 Donations
260 Other

Uses o? profits - check

1992

221 is subset of 220

94.375

Use of Profits Statement 1991 
(Pelnas Izlietosana)

200 Income tax expense
210 To reserves
220 Production Development
230 Social development
240 Employee bonus/inceniives
250 Donations
260 Other
270 Other

Uses of profits - chsck

1991

6,279

The accompanying notes to the financial statements are an integral part of this document.



FINANCIAL STATEMENTS

SUMMARY

The financial statements of the enterprise have been reformatted 
into a standard western format. The scope of this project did not 
include the restatement of the accounts in accordance with 
International Accounting Standards (IAS). As such, no adjustments 
to management's representation of financial information have been 
made. Nor has this compilation of financial information included 
any audit or due diligence efforts that in any way expresses an 
opinion on the financial information presented.

This effort has:

1) reformatted the enterprise's existing accounts into asset, 
liability, equity, revenue and expense categories;

2) eliminated entries which represent double counting of 
accounts;

3) compiled balance sheets and income statements, based on the 
existing Latvian accounts and management representations, as 
of and for the year ending December 31, 1992, and, when 
possible, for the year ending December 31, 1991, (the 1990 
financial statements have not been included in this report);

4) included interviews of the enterprise's management and 
accounting staff, which, along with the Latvian financial 
statements, are the basis of the notes to the financial 
statements for individual enterprises;

5) included interviews of Ministry of Agriculture personnel and 
management personnel from other Latvian dairy and bakery 
enterprises, which are the basis of the general notes to and 
background on Latvian accounting practices and financial 
statements included in this document; an<?

6) not added accounts omitted from the Latvian financial records 
which represent balance sheet and income statement entries 
necessary to meet IAS principle:; and more fairly present the 
financial position of the enterprise;

The financial information presented contains many limitations and 
issues which impact the content of the information, its 
comparability to other enterprises and other time periods, and the 
interpretative and analytical value. The major constraints and 
issues impacting the enterprise's financial statements are 
highlighted in the notes (general and enterprise-specific) to the 
financial statements, which are considered an integral part of this 
document.

I)



NOTES TO THE FINANCIAL STATEMENTS
GENERAL

(Also See Enterprise Specific Notes)

LATVIAN ACCOUNTING PRACTICE

The following analysis sets out the basis on which the 
enterprises' financial statements are prepared and highlights the 
differences between Latvian and international standard accounting 
practice.

The analysis has been based on interviews with the accounting staff 
at the enterprises and The Ministry of Agriculture.

The laws on "Accounting" and "On Annual Reports" govern accounting 
practices in Latvia as of January 1, 1993. They are based largely 
on priciples set out by the Fourth Directive of the EC and the 
Danish accounting law in particular.

FINANCIAL STATEMENTS

The preparation of financial statements in Latvia is not in 
accordance with International Accounting Standards (IAS). The 
fundamental accounting concepts are only partially observed:

  Going concern - all enterprises are correctly assumed to 
be going concerns and are accounted for on the basis that 
they will continue to trade with the current scale of 
operations.

  Consistency - books and records are kept using accounts 
which record the enterprise'» activities and transactions 
which form categories of assets and liabilities. 
Although accounting policies are applied consistently 
during a given year, the past three years have been 
characterized by changes in government policy and 
directives as to form and content of financial reporting 
and accounting treatment of transactions.

In particular, the accounting formats changed between
1990 when they were prepared under the Soviet system, and
1991 when statements which were prepared under the 
Latvian system. The format was changed once more in 
1992, although not as significantly. No analysis is 
provided in the accounts to show the effects of these 
changes. The 1993 accounts and financial statements have 
also changed significantly from 1992, in an effort to 
more closely adapt to IAS.

  Accruals - accrual accounting was only introduced for the 
year ended December. 1992. Prior to this the basis used

o



was similar to a double entry form of cash accounting 
with some adjustments for prepayments. The changes 
initiated in 1992 do not reflect a full accrual basis, 
some aspects may still be considered a modified cash 
basis of accounting.

Prudence - the financial statements do not reflect a 
conservative view of the affairs of the enterprise. No 
provisions are made to reflect irrecoverability of debt 
or other reductions in the value of assets.

The profit and loss information provided does not fully reflect the 
profit or loss generated or the amount transferred to reserves. 
The net profit figure does not take account of items such as 
interest paid, employee bonuses, and depreciation of certain asset 
categories and thus overstates the profit. Detailed expense 
information, ie analyzing expense categories included in cost of 
goods sold, is not included in the Latvian financial statements and 
therefore excluded from the reformatted financial statements.

Many different funds and reserves are maintained for a variety of 
purposes with the result that almost all transactions require 
transfers to be made to or from reserves in a manner which is not 
consistent with IAS.

As noted above, the financial statements are not comparable as a 
result of changes in format, asset revaluations which have been 
made, and the rapid inflation during the period.

As a result, it is difficult to assess a Latvian enterprise based 
on its financial statements. The only review of books carried out 
is one by tax authorities to ensure the compliance and accuracy of 
tax computations.

The financial statements provide evidence that books have been 
maintained. They do not necessarily reflect a true and fair view 
of the financial position of all of the enterprise's assets and 
liabilities, or that the revenue and expenses represent 
maintainable earnings.

The significant divergences from international accounting practice 
would make it difficult for an unqualified audit opinion to be 
rendered for the periods represented, if such an audit of the 
financial statements was attempted.

ACCOUNTING POLICIES

We set out below details of accounting policies for significant 
classes of asset and liability.



Fixed Assets

All state enterprises revalued their fixed assets at l January 
1992, in accordance with Government regulations. The different 
categories of asset were revalued according to published 
revaluation coefficients to reflect the deterioration in value 
caused by high rates of inflation.

The following coefficients were generally used for classes of 
assets purchased prior to 1989 for the l January 1992 revaluation:

Motor vehicles 
Instruments 
Machinery 
Imported Machinery

3.5 
2.5 
2.5 
5.0

Additional revaluations took place at 1 January 1993. The following 
coefficients were determined by government regulation:

Assets purchased prior to 1990 10.0
Assets purchased during 1991 3.0
Assets purchased during 1992

Accumulated depreciation was adjusted in proportion to the change 
in fixed asset values. The revaluation surplus was credited to the 
statutory fund rather than being maintained in a separate reserve.

The method adopted for revaluations does not reflect the 
practice on revaluation of assets, although in some way it reflects 
the change in value caused by inflation. No account is taken of 
the replacement cost of the assets, of their physical condition nor 
of any changes in the remaining useful life of the asset.

Depreciation

Depreciation rates are on average lower than those used in Western 
Europe and the US. Many items which would be considered small 
replacements or consumables are included as assets and depreciated 
over 1 or 2 years. Examples of the depreciation rates used are as 
follows:

Asset

Buildings 
Trucks 
Computers 
Machinery

- city use
- country use

Asset Life 
# of Years

84 to 100 
7-14 

14

10
12

Annual Rate of 
Depreciation

1%
7-14% 

7%

10% 
8%



Office furniture with a value of less than 5,000 Latvian 
Rubles (LVR) are included as fixed assets, but not 
depreciated.

Depreciation is calculated monthly on a straight line basis 
commencing in the month of acquisition.

The definition of a capital asset is any item exceeding a specified 
cost. This threshold can be very low,for example 5,000 LVR for 
dairies. As a result, there a large number of very low value items 
being included as assets rather than being expensed. These items 
are usually included as part of inventory. 50% of their value is 
written of when used, while the remaining 50% is written off on 
disposal. Assets under construction are recorded separately and 
are not depreciated until completed and put into operation.

Accounts Receivable

Accounts receivable are generally overstated. Amounts owed to the 
enterprise are included at full value with no adjustment made for 
bad or doubtful accounts. Until recently, the incidence of bad 
debts was so low that such provisions were not required. Detailed 
debtor ledgers are maintained and usually updated monthly, however 
no credit control s exercised.

With the privatization of some entities, former state debts are 
dismissed, leaving the enterprises to deal with government rather 
than the original debtor entity.

Inventory

Stocks are valued at cost with no provision for diminution in value 
or obsolescence. Many stock levels will be significantly 
overstated in the accounts. Stock levels are further misstated 
when consumables or small replacements are included in the asset 
line.

Reserves

The statutory fund and other reserve funds are used to reflect a 
variety of transactions. There are frequent transfers bccween 
funds which would not be possible under IAS. Thus for example, the 
purchase of a fixed asset requires the transfer of appropriated 
funds from a fixed asset fund to the statutory fund. There is no 
equity or share capital on the Latvian financial statements. For 
purposes of this analysis, the reserves which appear equivalent to 
equity have been classified as such on the reformatted financial 
statements.



Subsidies

Subsidies received from the state are not reflected in the income 
or profit/loss of the enterprise. The accounting treatment used 
results in an increase in reserves reflecting the amount of 
subsidies received even though the subsidies are for operating 
costs. Under IAS such amounts would be treated as income.

Liabilities

The principal categories of liabilities included in balance sheets 
are taxation and accounts payable. Liabilities for bank loans or 
other long term loans essentially did not exist.

Accounts payable balances are principally for suppliers. As with 
accounts receivables, any evaluation of the likelihood of payment 
or the period in arrears was not made.

Financial Planning

There are currently no financial forecasts or budgets prepared by 
the enterprises. This is partly because of the difficulty of 
forecasting in such a rapidly changing economy and partly because 
plans are considered to be a feature of the old regime and 
therefore no longer required. There is little understanding of the 
importance of budgeting for the overall financial control of an 
enterprise. Previously, all planning was centrally performed and 
given to the enterprises.

Enterprises currently are in the process of preparing privatization 
plans, and are preparing plans and future strategies for the first 
time. Some enterprises are in the preliminary stages of such 
planning, while others are more advanced and are being valued, and 
are near submission of these plans to the Ministry of Agriculture.

Internal and Accounting Controls

A review of internal and accounting controls was not within the 
scope of this review. All amounts presented are management 
representations.

Other Information

As previously stated, the enterprises have been operating in 
rapidly changing market and economic conditions. Extreme 
inflationary conditions began in 1991 and continued through 1992. 
Monthly inflation rates, based on the retail price index, were as 
high as 56.4% in January of 1992, the 1991 annual rate was 262%. 
In May of 1992, the inflation rate compared to May of 1991 was 
639%. Inflation had diminished by December of 1992.



Similarly, currency values have also been fluctuating. Comparisons 
to the US dollar from the Bank of Latvia are presented below.

Annual Rate 1991 
December 1991 
.October 1992

US$ expressed as LVR

0.05821 
103.5 Buy 
180 Buy

120.55 Sell 
191 Sell



Notes to Financial Statements - Enterprise Specific
Bauska Piens

Note 1 - Significant Accounting Principles

As stated in more detail in the general notes and summary, 
Bauska Piens (Bauska), like other Latvian enterprises, during 
1992 managed its accounts and financial reporting according to 
Republic regulations and guidelines. As such, Bauska did not 
employ a full accrual basis in recording assets and 
liabilities or in the recognition of income or realization of 
expenses during 1992 or 1991. The handling of accounts may be 
considered a modified cash basis with some accrual accounting 
in accordance with Latvian accounting practices and 
regulations in effect during the periods presented.

Fixed Assets are carried at historical cost and depreciated 
over the useful life (as prescribed by Latvian regulations) 
using the straight line method. However, fixed assets were 
revalued according to Latvian regulations on both January 1st 
of 1992 and 1993. The basis and coefficients employed in 
revaluation are discussed in more detail in the general notes 
to the financial statements.

Land (property) values were not recorded on enterprise 
financial statements in Latvia during any of the years 
presented.

A cash flow statement is not included in the financial 
statements presented, as the 1992 and 1991 Latvian accounts 
were not conducive to its preparation. Cash is held in 
Latvian currency (LVR), hard currencies (e.g. DM, US$), and 
other currencies (e.g. Russian, Georgian), exchange gains and 
losses are included in Bauska's net income.

Note 2 - Accounts Receivable

Accounts Receivable for Bauska includes the following in 
thousands of LVR at December 31st:

Type of Accounts Receivable

Trade Accounts Receivable

Amounts Due from Members

Other Receivables

TOTAL

1992

42,572

0

429

43,001

1991

6,585

86

1,133

7,804

Bauska did not record any allowance for bad debts to reduce



the amount of the reported accounts receivable. According to 
management at Bauska they have only one overdue receivable of 
1.0 million LVR which they have sued for and feel is 
recoverable. They have represented that all other receivables 
are current, and are paid within 30 days, and do not represent 
amounts owed by Russian enterprises or governments. Under new 
regulations, Latvian enterprises are allowed to collect fines 
from debtors for late payments.

Note 3 - Inventories

Inventories appear to be accounted for on a first in first out 
(FIFO) basis. An allowance for loss or spoilage is not 
recorded by the enterprise, nor does the carrying amount of 
inventory necessarily reflect the net realizable value of the 
inventory, primarily butter. Management is considering in 
second quarter of 1993 the sale of butter inventory at 
approximately 25% less than the cost of production, an 
allowance for this or any reduction in nst realizable value 
has not been included in the inventory value as presented on 
the financial statements.

Note 4 - Fixed Assets

Fixed assets are generally carried at historical cost, as 
previously noted, except for the revaluations which have 
occurred in 1992 and 1993. Bauska management represented that 
they did not broadly apply the 1993 revaluation regulation, as 
they felt that to do so would materially overstate the value 
of assets which are in use but well beyond their useful lives. 
Depreciation is expensed and accumulated on a straight line 
basis using the following asset category useful lives:

Asset Type

Buildings
Machinery/Equipment 
Apartment Houses 
Cooling Facilities 
Automobiles 
Computers 
Office Furniture

Useful Life

84 years
10-12 years
100 years
15 years
7-14 years
14 years
(>5,000 LVR, Capitalized, not
depreciated)

Typically, the useful life of an asset, under Latvian 
regulations, is significantly longer than that considered 
appropriate by Western standards.

The following table displays the gross book value of fixed 
assets, accumulated depreciation, and net book value at 
December 31, 1991, after revaluation at January 1, 1992, at 
December 31, 1992, and after revaluation at January 1, 1993.



Amounts are expressed as thousands of LVRs.

Fixed Asset - Gross

Less: Accumulated 
Depreciation

Net Fixed Assets

12/31/91

5,586

3,219

2,367

1/1/92

14,272

7,347

6,925

12/31/92

32,776

7,627

25,149

1/1/93

n/a

n/a

60,160

In the fixed asset category as presented on the financial 
statements, apartment buildings are included. Undar the 
privatization law, such buildings will be removed from the 
assets of the enterprise and privatized separately. 
Consequently, the net book value of assets presented in these 
financial statements may overstate the net book value of the 
assets the actually to be privatized as the dairy enterprise. 
Bauska does own dwellings and apartment buildings which would 
apply to this category.

Also see Note 8 regarding restitution claims.

Note 5 - Taxes

Bauska is subject to various taxes as an enterprise under 
Latvian regulations. The major taxes and the basis of the 
taxes assessed are outlined below.

Type of Tax

Turnover Tax 
Income Tax 
Property Tax 
Social Tax

Tax Base

Sales 
Profit * 
Property ** 
Payroll

Percent of Base

6
None

Not Available 
37

**

(According to Bauska, they are exempt as an agricultural 
entity for income tax-js, this may be due to their current 
limited liability status) 
(For 1992, Bauska paid 361,000 LVR in property taxes)

Note 6 - Credit Disclosures

Bauska's financial statements includp only current types of 
payables, including taxes payable, trade payables to 
suppliers, accrued salaries, and other rents, etc. They do 
not represent to have any bank loans or long term debt, which 
is consistent with other Latvian enterprises, due to the 
banking system which currently does not extend such types of 
credit.

Note 7 - Equity Disclosures
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Bauska is currently not a state enterprise, and operates as a 
limited liability company. Equity on the balance sheet has 
been segregated to show separately the amount of equity which 
is the result of increases realized due to fixed asset 
revaluation at January 1, 1992, and the total amount of equity 
associated with paid in capital, retained earnings, and 
perhaps previous revaluations.

Note 8 - Contingent Liabilities

As is the case with all Latvian enterprises involved in 
privatization, potential claims may exist in regard to 
restitution to the pre-1941 land or building owners. 
According to Bauska they have not yet received any claims, but 
neither have they had the Archives searched to determine if 
the land was previously privately owned or government owned. 
No liability reserves for potential future claims have been 
included in the financial statements.

Note 9 - Other Notes

As stated in the general notes to the financial statements, 
Latvia has been in a transitional environment. Bauska's 
operations and financial statements have been impacted by such 
pressures as periods of high inflation, significant demand 
shifts due to price liberalization and lifting of subsidies, 
dramatic policy and regulation changes involved in the shift 
from socialism to capitalism, and the appreciation of the 
Latvian Ruble against currencies of other former Soviet 
republics. As such, the financial statements presented have 
significant limitations as to analytical value in comparing 
between time periods and between enterprises. The notes have 
merely presented and outlined the major factors and conditions 
underlying the financial statements which would influence 
their utility for users in making assessments of the 
enterprise's financial condition.



EXHIBITS

PRIVATIZATION OF BAUSKA
Valuation Based on Market Value of Balance Sheet
(in OOO's Latvian Rubies)

Balance 
Sheet

ASSETS

Current Assets 
Cash
Short term investments 
Accounts receivable 
Inventory 
Other 
Total Current Assets

Fixed Assets
Assets under construction
Other Long term Assets

TOTAL ASSETS

22,825
0

38,701
15,882

26
77,434

56,703
20,169

0

154,306

LIABLITIES AND EQUITY

Current Liablities 
Accounts payable 
Other short term payables 
Other 
Total Current Liabilities

Long Term Debt 

Total Liabilities

Equity
Capital & retained earnings 
1992 Revaluation reserve 
Total Equity

TOTAL LIABILITIES & EQUITY

25,042
0

5,518
30,560

0

30,560

119,188
4,558

123,746

154,306

Collectibility of A/R 
Realizable value of inventor}'

Value in USS @ 130

90.00% 
80.00%

$951,888

See footnotes on following page.



BAUSKA
NOTES TO ADJUSTED MARKET 
VALUE OF BALANCE SHEET

1. For purposes of this analysis, the values of cash and financial assets 
reported on the financial statements dated 12/31/92 are considered to be 
a reasonable approximation of market value.

2. Receivables considered to be collectible except for a ten percent reserve 
established for possible future credit losses.

3. Value of inventory from financial statements reduced by ten percent 
considered to be an accurate representation of market value.

4. Due to uncertainties about title, no value has been assigned to land. However, 
management reports that the Bauska plant is located on ten hectares of land, 
Stelpe on seven hectares, and lecava on one hectare.

5. Assets under conslruction primarily represent a new structure partially completed 
at Bauska location. Due to its incomplete state, the balance sheet is assumed to 
be a fair representation of its market value. However, this value has not been 
subject to revaluation. As a result, the status should be reviewed once 
construction is complete.
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EXHIBIT*

PRIVATIZATION OF BAUSKA 
Valuation of Fixed Assets 
Summary of Values 
(in OOO's Latvian Rubles)

Category
Equipment (1)
Buildings except residences (1)
Residences (1)

Value of large fixed asset items using 
Depreciated Replacement Cost Methodology

Value of remaining fixed assets based on estimated 
Net Book Value (2)

GROSS ADJUSTED MARKET VALUE

Discount due to technological obsolescence 
Discount due to economic obsolescence

NET ADJUSTED MARKET VALUE

15.00% 
15.00%

30.00%

19,211
11,221
24,663

55,095

2s 909

81,004

24,301

56,703

in $US @ 130 $623,108

See footnotes on following page.
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BAUSKA 
NOTES TO SUMMARY OF FIXED ASSETS

1. For breakdown of equipment, production buildings, and residential 
housing see Exhibit 7.

2. The value of smaller fixed assets was determined by estimating net book 
value of those assets after completion of 1993 revaluation.

3. Fixed asset values were reduced by a discount for technological 
obsolescence and economic utilization.

4. Assets under construction are not shown here but rather on Exhibits 5 
(financial statements) and 6 (adjusted balance sheet).



EXHIBIT 7.1

PRIVATIZATION OF BAUSKA
VALUATION OF FIXED ASSETS
DEPRECIATED REPLACEMENT COST METHODOLOGY
(in Latvian Rubles)

Equipment 
BAUSKA Category -

Life 
Index

Description

Compressor for cooling
Compressor for cooling
Sewage system
Yogurt packaging equipment
Pasteurizing equipment
Fluid milk filling system
Cottage cheese packing machine
Pasteurizing equipment
Aluminum milk storge tank
Ice cream equipment
Cottage cheese equipment
Furnace

Year
Acquired

1987
1984
1982
1992
1992
1989
1987
1983
1983
1992
1992
1992

Age

6
9

11
1
1
4
6

10
10

1
1
1

Equipment
12 
1993

Cost

10.727
12.518
12.133

7,357.863
245.000

11.713
7.178

10.677
5.752

2,119.831
291,947

2,000.000

2855.5

Index

64.6
67.6
59.7

2593.5
2593.5

78.4
64.6
65.2
65.2

2593.5
2593.5
2593.5

Multiplier

44.203
42.241
47.831

1. 101
1.101

36.422
44.203
43.796
43.796

1.101
1. 101
1.101

RC-New

474.161
528.772
580,328

8,101,007
269.745
426.611
317,286

' 467,608
251,913

2,333,934
321.434

2,202.000

Percentage
Depreciation

67.23%
84.92%
90.82%
14.15%
14.15%
49.54%
67.23%
88.46%
88.46%
14.15%
14.15%
14.15%

Depreciation

318.782
449,049
527.057

1,146.604
38,179

211,337
213,314
413,653
222,846
330,341
45.495

311.668

Depreciated
Replacement

Cost

155,379
79.722
53.271

6.954,403
231,566
215,274
103,972
53,955
29,067

2,003.593
275,938

1,890.332

Depreciated
Replacement

Cost in $

$1,195
613
410

53,495
1,781
1.656

800
415
224

15.412
2,123

14.541

12,085,339 16,274,799 4,228,326 12,046,473 $92,665



STELPE

Description

Butter equipment
Butter equpment

Yr Acquired

1978
1990

1993

Age

15
3

2855.5

Cost

113.511
347.630

461,141

Index

43.9
100.0

Multiplier

65.045
28.555

RC-New

7.383.348
9,926.524

17,309,872

Percentage
Depreciation

92.00%
38.92%

Depreciation

6.792,681
3.863,708

10,656,389

Depreciated
Replacement

Cost

590.66K
6.062.815

6,653,483

Depreciated
Replacement

Cost in S

$4.544
46,637

$51,181

EECAVA

Description

Cheese mixer
Separator
Casein press
Milk counter
Pastemrizing equipment
Tank
Boiler
Compressor

Total Equipment

Yr Acquired

1987
1976
1992
1985
1978
1992
1986
1981

1993

Age

6
17

1
8

15
1
7

12

2855.5

Cost

2.229
8,078

261.781
5.751
6.836

22.050
6,333
4.411

317,469

12,863,949

Index

64.6
43.9

2593.5
74.0
43.9

2593.5
67.6
50.3

Multiplier

44.203
65.045

1.101
38.588
65.045

1.101
42.241
56.769

RC-New

98.528
525.435
288,221
221,918
444,649

24,277
267.512
250.408

2,120,948

35,705,618

Percentage
Depreciation

67.23%
92.00%
14.15%
80.21%
92.00%
14.15%
74.31%
92.00%

Depreciation

66.241
483.400

40,794
177,989
409,077

3,436
198,782
230,376

1,610,096

16,494,810

Depreciated
Replacement

Cost

32,287
42.035

247,427
43,928
35.572
20,841
68.730
20.033

510,852

19,210,808

Depreciated
Replacement

Cost in $

$248
323

1,903
338
274
160
529
154

3,930

$147,775



EXHIBIT 7.2

PRIVATIZATION OF BAUSKA 
VALUATION OF FIXED ASSETS
DEPRECIATED REPLACEMENT COST METHODOLOGY
(in Latvian Rubles)

Buildings Excluding Residences 

BAUSKA Category - Buildings

Description

Building 
Main building

STELPE

Description

Production building

Life 30 
Index 1993 2855.5

Yr Acquired Age Cost Index

1936 57 10.547 43.9 
1966 27 420,564 43.9

431,111

1993 2855.5 

Yr Acquired Age Cost Index

1940 53 400,909 43.9

400,909

Multiplier RC-New

65.045 686,032 
65.045 27,355,680

28,041,712

»

Multiplier RC-New

65.045 26.077,188

26,077,188

Depreciation Depreciation

84.00% 576.267 
79.18% 21,660,992

22,237,259

Percentage 
Depreciation Depreciation

84.00% 21,904,838

21,904,838

Depreciated 
Replacement 

Cost

109.765 
5.694,688 .

5,804,453

Depreciated 
Replacement 

Cost

4,172,350

4,172,350

Depreciated 
Replacement 

Cost in $

$844 
43,805

$44,650

130
Depreciated 

Replacement 
Cost in $

$32,095

32,095



IECAVA

Description

1993 

Yr Acquired Age

2855.5

Cost Index Multiplier RC-New
Percentage
Depreciation Depreciation

Depreciated Depreciated
Replacement Replacement

Cost Cost in $

Building 1928 65 119.582 43.9 65.045 7.778.238 84.00% 6.533.720 1.244.518 $9,573
119,582 7,778,238 6,533,720 1.244,518 $9,573

951,602 61,897,137 50,675,816 11,221,321 86,318



EXHIBIT 7.3

PRIVATIZATION OF BAUSKA 
VALUATION OF FIXED ASSETS
DEPRECIATED REPLACEMENT COST METHODOLOGY
(in Latvian Rubles)

Residential buildings not being privatized

BAUSKA Category   Buildings

Description

Dwellings
Dwellings
Dwellings
Dwellings
Dwellings
Dwellings
Dwellings

Life 
Index

Yr Acquired Age

1959
1957
1963
1966
1971
1977
1987

34
36
30
27
22
16
6

30 
1993

Cost

39,992
14.930
37,368
64.487

131,365
164,888
173.378

2855.5 

Index

43.9
43.9
43.9
43.9
43.9
43.9
64.6

Multiplier

65.045
65.045
65.045
65.045
65.045
65.045,
44.203

RC-New

2,601,289
971.125

2,430,610
4,194,571
8.544,666

10,725,177
7.663.751

Percentage 
Depreciation

80.90%
81.25%
80.22%
79.18%
74.02%
61.94%
28.39%

Depreciation

2,104.526
789.013

1.949,715
3,321.379
6,324,890
6,642,690
2,175,517

Depreciated Depreciated 
Replacement Replacement 

Cost Cost in $

496,762
182,112
480,895
873,192

2.219,776
4.082,487
5,488,235

$3,821
1,401
3,699
6,717

17,075
31,404
42,217

626,408 37,131,189 23,307,730 13,823,459 $106,334

cx



STELPE

Description

Dwellings 
Dwellings 
Dwelling house

Index 
1993 2855.5 

Yr Acquired Age Cost Index

1969 24 91.743 43.9 
1979 14 165.969 43.9 
1970 23 266,071 43.9

523,783

Multiplier RC-New

65.045 5,967.444 
65.045 10.795.491 
65.045 17,306.657

34,069,592

Percentage 
Depreciation

76.60% 
56.60% 
75.40%

Depreciation

4,571,190 
6,110,480 

13.048,847

23,730,518

Depreciated 
Replacement 

Cost

1,396,254 
4,685.011 
4,257,810

10,339,074

Depreciated 
Replacement 

Cost in $

$10,740 
36.039 
32,752

$79,531

IECAVA

Description

Dwellings

TOTAL

1993 Index 
2855.5 

Yr Acquired Age Cost Index

1962 31 39.200 43.9
39,200

1,189,391

Multiplier RC-New

65.045 2,549,773
2,549,773

73,750,554

Percentage 
Depreciation

80.39%

Depreciation

2,049.688
2,049,688

49,087,936

Depreciated 
Replacement 

Cost

500,084
500,084

24,662,617

Depreciated 
Replacement 

Cost in $

$3.847
$3,847

$189,712

GRAND TOTAL ALL ASSETS 15,004,942 171,353,310 116,258,563 55,094,746 $423,806



BAUSKA
NOTES TO FIXED ASSETS

UTILIZING DEPRECIATED REPLACEMENT
COST METHODOLOGY

1. Buildings, plant and equipment were valued based on the Depreciated 
Replacement Cost (DRC) approach. DRC arrives at fair market value by 
determining the cost of replacing the property new, then depreciating it by 
applying penalties for deterioration. We then deduct discounts of 15 
percent due to technological obsolescence, and 15 percent for economic 
underutilization. For underlying calculations, see Exhibits 6 and 7.

2. Original cost of each category of assets is translated into current 
replacement cost using price indices published by the World Bank for 
Latvia and the Latvian Government.

3. Depreciation factors were assigned based on the sum of the years digits 
method.

4. Economic lives of 12 and 30 years were assigned to equipment and 
buildings respectively. Salvage values of 8% and 16% were assigned for 
these property classes at the end of their economic lives, based on 
published sources including Market Valuation Services recommended asset 
Me ranges and salvage values.

5. Assets are broken down between equipment, buildings for production, and 
residential apartments and related facilities.



EXHIBIT 8.1

PRIVATIZATION OF BAUSKA DAIRY
VALUATION OF PROJECTED DEBT FREE CASH FLOW
Assumes No Tax Holiday
in (OOO's Latvian Rubles)

1998"
Category 1993 1994 1995 1996 1997 and beyond

Total Revenues 493,000 493,000 503,000 513,000 524,000 534,000

Operating Expenses 493,000 478,200 477,900 472,000 482,100 491,300

Operating Income 0 14,800 25,100 41,000 41,900 42,700

Income Taxes 0 5,200 8,800 14,400 14,700 14,900

Debt Free Net Income 0 9,600 16,300 26,600 27,200 27,800

Add: Depreciation 2,600 2,600 2,700 2,700 2,800 2,800

Gross Cash Flow 2,600 12,200 19,000 29,300 30,000 30,600 

Deduct:

Additions to Working Capital (1,700) 0 900 900 1,000 900 

Additions to Fixed Assets 6,900 6,900 7,000 7,200 7,300 7,500

Net Debt-Free Cash Flow (2,600) 5,300 11,100 21,200 21,700 22,200 
Terminal value multiple 4.60

Terminal value 102,198

Present value factor 0.8990 0.7267 0.5873 0.4747 0.3837 0.3837

Present Value Cash Flows (2,300) 3,900 6,500 10,100 8,300 39,212

Total Present Value Cash Flows 65,712

Less:
Interest bearing debt 0

Value of owners' equity, minority interest 65,712

Plus:
Premium for Controlling Interest 59.009'r 38,770

Value of equity after controlling interest 104,483

In equivalent US dollars @ 130______$803.714_____________________________
See lootnotes tallowing exhibit
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EXHIBITS.!

PRIVATIZATION OF BAUSKA DAIRY
VALUATION OF PROJECTED DEBT FREE CASH FLOW
Assumu No Tix Holiday

In (OOO's Latvian Rubles)
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EXHIBIT 9.1

PRIVATIZATION OF BAUSKA DAIRY
VALUATION OF PROJECTED DEBT FREE CASH FLOW
Assumes Two Year Tax Holiday
in (CWs Latvian Rubles)

Categwy

Total Revenues

Operating Expenses

Operating Income

Income Taxes

Debi Free Net Income

Add: Depreciation

Gross Cash Flow

Deduct

Additions to Working Capital 
Additions to Fixed Assets

Net Debt-Free Cash Flow 
Terminal value multiple

Terminal value

Present value factor

Present Value Cash Flows

Total Present Value Cash Flows

Less: 
Interest bearing debt

Vahe of owners' equity, minority interest

Plus: 
Premium for Controlling Interest << 59.007r

Vatar of equity after controlling interest

In equivalent US dollars @ 1 30

1993

493,000

493,000

0

0

0

2,600

2,600

(1.700) 
6,900

(2,600)

0.8990

(2,300)

74,612

0

74,612

44,021

118,634

$912,567

1994 1995 1996

493,000 503,000 513,000

478,200 477,900 472,000

14,800 25,100 41,000

0 0 14,400

14,800 25,100 26,600

2,600 2,700 2,700

17,400 27,800 29,300

0 900 900 
6.900 7,000 7,200

10,500 19,900 21,200

0.7267 0.5873 0.4747

7,600 11,700 10,100

1997

524,000

482,100

41,900

14,700

27,200

2,800

30,000

1,000 
7,300

21,700

0.3837

8,300

1998 
and beyond

534,000

491,300

42,700

14,900

27,800

2,800

30,600

900 
7,500

22,200 
4.60

102,198

0.3837

39,212



EXHIBIT 5.2

PRIVATIZATION OF BAUSKA DAIRY
VALUATION OF PROJECTED DEBT FREE CASH FLOW
Assumes Two Year 'lax Holiday
bi(000's Latvian Rubles)
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7300

OOO

4.3

30.00%
69.UO%

13.00*

31.00*

35.00*

23.72*



BAUSKA
NOTES TO VALUATION BASED ON DISCOUNTED 

FUTURE CASH FLOW

1. Sales are based on management's projections of future sales in metric tons 
or applicable units, multiplied by the current selling prices. Current 
selling prices were used in order to exclude the effects of inflation.

2. Operating expenses are based on management information indicating the 
breakdown of expenses in the current year. Subsequent years trend up to 
eight percent, the pre-tax profit margin projected by the Value Line 
Investment Survey for the average of American food processing 
companies.

3. Income tax rate based on reported statutory rate of 35%. Granting of a 
tax holiday to a foreign investor (minimum two years of profits) 
significantly boosts the value of the enterprise under the discounted cash 
flow model.

4. Depreciation rate based on average depreciation life assigned for fixed 
assets of 21 years (5%).

5. Gross cash flow equals debt-free net income plus depreciation.

6. Working capital is defined as total current assets less current liabilities. 
Working capital, primarily inventory and accounts receivable, represents 
the financial resources required to support selling activities.

7. Beginning working capital was obtained from the enterprise's financial 
statements dated 12/31/92. The required percentage is based on current 
levels of working capital as a percentage of sales.

8. Capital expenditures are based on Robert Morris Associates' average 
depreciation rate for U.S. dairy processors. The assumption is that this 
represents a reasonable surrogate for current cost fixed asset expenditures 
required.

9. Net debt-free cash flow is equal to gross cash flow less additions to 
working capital and capital expenditures.

10. Cost of equity, adjusted to exclude inflation, is assume to equal 30%,



based on U.S. venture capital rates for return provided in "Investment 
Rates of Return", Appendix to Valuation of Intellectual Property and 
Intangible Assets.

The cost of debt in real terms is assumed to be 15%, based the U. S. base 
rate of 5 percent (net of inflation) increased for additional business risk in 
Latvia.

U. The discount rate is 23.72% and a mid-year convention for discounting cash 
flows is used. The discount rate reflects the fact that Bauska has no long-term 
debt, whereas the capital structure for U.S. food processing companies, as 
reported by Value Line, consists of 69 percent equity and 31 percent debt.

1'2. The terminal value multiple is based on the Gordon growth model 1/(K-G) 
with K the discount rate equal to 23.72 percent, and the terminal growth 
rate G after the five year forecast assumed to equal 2 percent real growth.

13. Since this valuation assumes a controlling interest, for illustrative 
purposes, we assign a 59 percent premium being the average amount over 
market value paid by acquirers in the U.S. to buy food manufacturing 
companies. A range of 30-60 percent is probably appropriate for Bauska.

1!4. Conversion to US dollars for illustrative purposes only and is assumed to 
equal 130 Latvian rubles to one dollar.

.



EXHIBIT 10

FRIVATIZATION OF BAUSKA
SUMMARY OF VALUES - CONTROLLING INTEREST

(millions LVR)

Value based on Discounted Cash Flow 

with no tax holiday 

with two year tax holiday

Value based on Adjusted Market Value of Balance Sheet

85.5 - 105.0 

97.0- 119.0

123.8

Final Values

with no tax holiday 

with two year tax holiday 

Equivalent in U.S. dollars (OOO's) at 130 

with no tax holiday 

with two year tax holiday

90 - 110 

100 - 120

690 - 850 

770 - 920

See notes on following page



BAUSKA 
NOTES TO SUMMARY OF VALUES

1. The market value assigned to the enterprise is based on a review of values 
obtained from the discounted cash flow (DCF) and on the adjusted market 
value of the balance sheet using depreciated replacement costs (DRC).

2. Depreciated replacement cost (DRC) is primarily used for insurance 
purposes. A discount to DRC value is applied due to consideration of 
both technological obsolescence and economic obsolescence (impaired 
demand-supply relationships).

3. Because the value of an enterprise is a function of earnings and cash flow, 
the final value is primarily based on the discounted cash flow model. The 
value derived from the adjusted market value of the balance sheet is also 
considered under the assumption that, after making changes to the 
enterprise, it will be capable of generating a fair return on those assets.

4. The value result is based on an investor acquiring a majority interest in 
the enterprise.

5. Conversion of total equity into US dollars is for illustrative purposes only 
and is assumed to be 130 Latvian Rubles to one U.S. dollar.
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1.0 SUMMARY OF ENVIRONMENTAL PROTECTION IN THE REPUBLIC OF LATVIA

This chapter summarizes the current environmental protection 
laws and practices in the Republic of Latvia based on reading of 
Latvia: A Transition to a Market Economy, A World Bank country 
Study, The International Bank for Reconstruction and Development, 
1993 and discussions with personnel from seven dairies in the 
country, three Environmental Protection Committee (EPC) personnel 
in Headquarters, three Regional EPC personnel, and two local 
municipal treatment plant personnel.

The majority of the comments made in this entire report are 
based on translations (from both Latvian and Russian) of either 
written or oral comments. Because of the potential disparity in 
interpretation of questions and answers through the translation 
process, the discussion that follows should be read with that in 
mind.

1.1 Environmental Institutions

The Environmental Protection Committee (EPC) was created by 
the Latvian Supreme Council on June 2, 1990 (after the self- 
declaration of independence) . The Supreme Council both appoints 
the Chairman of and elects members of the EPC. At present, the 
Chairman is Indulis Emsis. The EPC was placed outside of the 
Council of Ministers structure (but at the same level); the 
rationale being that the importance of the environment should not 
be lost amid economic priorities. The EPC will be incorporated 
into the parliament shortly after the June 1993 elections, 
including the selection of a minister to head the ministry. As 
such, the future of the EPC is difficult to predict. It is 
expected that few if any of the top officials in the EPC will 
remain in their existing positions. It is likely, however, that 
staff level employees, especially in regional offices, will 
maintain similar responsibilities. Nonetheless, the discussion 
which follows describes the environmental laws, EPC policy, and 
general environmental protection attitudes. The reader is warned 
that significant changes may occur upon entrance of the EPC into 
parliament.

The EPC is divided into technical and enforcement 
subdivisions. The technical section is headed by the first vice 
chairman and sets policy and standards while 'the enforcement 
section is headed by the chief inspector and implements the legal 
mandates in the field, including levying penalties and taxes. Nine 
regional committees and other state institutions assist with the 
implementation of these requirements.

Environmental organizations who assist the EPC to develop, 
implement, and enforce the regulations include; the Research 
Center, the Analytic and Information Center, the Forest and Hunting 
Inspection Committee, the Water Resource Use and Inspectorate, the
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Water Reservoirs and Mineral Resources Inspectorate, and several 
nature reserves. The Hydrogeological and Meteorological Institute, 
a Soviet designed group with the best monitoring capabilities in 
Latvia, performs independent monitoring and maintains a database. 
The EPC coordinates many activities with this group, but has no 
administrative control over it.

The nine regional EPCs are responsible for issuing permits for 
projects, enforcing regulations, and providing public information 
services. Latvia has 26 local government administrative units, so 
each regional committee has about 3 local government units. Each 
regional committee has 5 subdivisions: (1) an inspectorate (the 
largest group); (2) a sampling and testing laboratory; (3) an 
expert group for performing environmental impact assessments 
prepatory to the issuance of permits for new or expanded 
facilities; (4) a cadastre that catalogs statistics on emissions, 
natural resource use, volumes, etc., and (5) support services.

The regional EPCs are primarily geared towards determining the 
pollution charge level, to inspect for compliance, to impose 
penalties for exceeding limitations, and to negotiate a compliance 
schedule to achieve the necessary reductions in emissions. The 
ultimate sanction, closing down an enterprise, has not yet been 
exercised.

1.2 Environmental Laws

Since 1990, the Supreme Council of the Republic of Latvia has 
enacted several laws governing environmental protection:

  The Law on the Environmental Protection Committee (June 
1990) establishes the Environmental Protection Committee 
(EPC) as the executive and oversight authority for all 
environmental protection and natural resource use in 
Latvia and is accountable of and subordinate to the 
Supreme Council. The EPC thereby formulates, implements, 
and oversees unified policy for environmental protection 
and natural resource use. This law also grants the EPC 
authority to monitor without hinderance to assess 
compliance with environmental laws. Finally, this law 
sets out the requirement that the EPC must prepare an 
account of its activities at least annually and submit 
this report to the Supreme Council.

  The Law on State Environmental Impact Assessments 
(October 1990) establishes and regulates the 
environmental impact process in Latvia. Environmental 
Impact Assessments are a prerequisite for the financing 
of any state industrial project. If the assessment 
determines that the project directly or indirectly 
impacts, or in the future, may impact the surrounding 
environment, public health, or living conditions, state



institutions of authority and administration 
determine the fate of the facility.

will

  The Environmental Protection Committee Inspectorate 
Regulation (October 1990) vests authority in EPC 
inspectors to verify, without impediment, the observation 
of the environmental protection law, for both 
environmental protection and natural resource use, and 
provides enforcement powers in these inspectors to halt 
activities that violate the law and to punish violators.

  The Law on Natural Resource and Pollution Charges 
(December 1990) establishes charges for the use of 
natural resources and the release of effluent within 
standards and enforces sanctions against those who exceed 
permitted limitations or whose releases exceed the 
standards. Funds collected from these taxes and fines, 
of which 25 percent goes to the Republic of Latvia 
national budget and 75 percent goes to the local 
municipal government budget, must be used for activities 
related to environmental protection.

  The Law of Environmental Protection (August 1991) 
delegates primary responsibility to the EPC regarding 
environmental protection, natural resource use, 
environmental impact assessment procedures, standards, 
permits, and public information and sets out goals for 
the protection of the environment and the rational use of 
natural resources.

At this time, these regulations identify overall goals rather 
than specific operative limitations and requirements. The EPC and 
the Supreme Council are considering new laws to improve 
implementability of the requirements and to make the laws more 
technically defensible. For example, a new hazardous waste law was 
recently enacted, setting out specific requirements for wastes 
exhibiting corrosive, reactive, ignitable, or toxic properties.

Latvia has also instituted specific regulations for water use, 
water use permits, wastewater discharge permits, and wastewater 
discharge standards which were confirmed with the Latvia EPC 
Council on November 29, 1991 (Resolution Number 3). These 
regulations, which were implemented starting in 1992, limit the use 
of water and set maximum allowable discharge standards to Latvian 
waters (i.e., water quality standards).

Regardless of the quality of the existing regulations, changes 
to all environmental laws will occur, if nothing else than to 
revise the administrative procedures of the law (i.e., now being 
within the parliament).

Unfortunately, at this time, privatization efforts have paid 
little or no attention to environmental issues that may be of 
concern at these enterprises. Similarly, the EPC, aware of the



economic hardship, has been willing to forego strict enforcement of 
environmental standards. The EPC waives fines at enterprises on a 
regular basis as long as the enterprise is aware of the 
environmental problems at its plant and is willing to do "whatever 
it takes" to improve its situation with the exception of making a 
capital investment. Enterprises that do not appear to care about 
the future of the environment typically are required to pay fines, 
hopefully to instill a sense of urgency in the protection of the 
environment.

1.3 Environmental Standards

Latvia uses the water standards of the former Soviet Union and 
has added a limited number of its own national standards. The 
Soviet standards are more stringent than European Community or 
United States standards; however, enforcement of these standards 
was minimal in the Soviet Union. The setting of unrealistic 
limitations led to general disregard for environmental laws and 
regulations. Over 2,000 water quality indicators were applied in 
the old Soviet system. Individual industrial effluent limitations 
are to be based on manual calculations taking into account the 
characteristics of the receiving stream. Discussions with dairy 
personnel indicate that in most cases, rather than setting site- 
specific limitations, the EPC uses a National set of effluent 
limitations, per the EPC Council Resolution Number 3 (November 29, 
1991). These effluent limitations for pollutants associated with 
dairies, along with National water quality criteria applicable in 
the receiving waters, are provided in Table 1.1. These limits were 
developed by the EPC using both the ©Id Soviet standards and more 
recent European Community (EC) standards as a basis.

Table 1.1. Pollutant Limitations and Water Quality 
Criteria Applicable to Dairies

NO.

1

2

3

4

5

6

7

8

PARAMETER

Suspended Solids

Chlorides

Sulfates

Biochemical Oxygen Demand

Chemical Oxygen Demand

Nitrate Nitrogen

Nitrite Nitrogen

Ammonia Nitrogen

WATER QUALITY 
CRITERIA 
(mg/1)

-

300

100

3

15

9.1

0.02

0.39

EFFLUENT 
LIMITATION

(mg/1)

15

300

500

12

90

25

0.15

8

V



9

10

11

12

13

Phosphates

Anionic Surfactants

Nonionic Surfactants

Fats

Oil Products

0.25

0.1

0.1
 

0.05

2.5

0.5

2

5

0.5

Similarly, air standards were adopted from old Soviet 
regulations and apply to over 500 pollutants. For dairies, 
emission monitoring is not routinely performed, but dairies are 
required to pay taxes for air pollution from boilers, furnaces, and 
ammonia refrigeration systems based on the quantity of chemicals 
used or oils burned. Limitations on the quantity of pollutants 
that can be emitted are contained in air permits. These quantities 
are based on the chemicals used or burned rather than on actual 
emission monitoring results.

1.4 Enforcement

As identified in Section 1.1, permits are issued by regional 
EPCs. The permits stipulate effluent limits for major pollutants 
and are subject to revision every year. When a facility does not 
have control equipment to meet emission standards, temporary limits 
are established through negotiations on the basis of the best 
possible utilization of the technology currently in place at the 
plant.

Natural resource and pollution taxes and fines were introduced 
in the Law on Natural Resource and Pollution Charges. The taxes 
are based on the use of natural resources (e.g., surface water and 
groundwater) and the pollution of air and water according to the 
quantity used or discharged. As of June 1993, the specific tax 
rates for natural resource use are provided in Table 1.1. Tax 
rates for pollution are provided in Table 1.2. Note that rates for 
natural resource use and pollution emission are subject to change. 
For example, the rates provided in Tables l.l and 1.2 denote a ten­ 
fold increase effective January 1, 1993.

Fines have to paid by enterprises if permit limits are 
exceeded and amount to three times the fees and, are paid to the 
State Environmental Protection Fund from after tax profit. Seventy 
percent of the fines go to the regional EPC and thirty percent go 
to the National EPC. In 1991, about 6 million Russian Rubles 
accrued to the fund.

At present, there is no National requirement for industries in 
Latvia to perform independent sampling and analysis of emissions. 
This work is performed by the EPC, and its subordinate 
organizations, and the Hydrogeological and Meteorological Agency.



There are, however, some Regional EPCs that have required 
industrial facilities to monitor wastewater discharges and report 
results to the Regional EPC. Latvia does not have National 
sampling and analysis protocols that must be followed. Rather, the 
EPC will occasionally compare its laboratory results with 
enterprise analytical results and if large discrepancies are noted, 
the EPC will try to determine the cause of these problems. Quite 
often, the problem is traced to the analytical procedures, however, 
again it should be noted, that with the poor state of the economy, 
laboratory reagents are difficult to purchase, making laboratory 
work less reliable.

Dairies that discharge wastewater to a municipal (e.g., City) 
treatment plant are subject to the requirements of the treatment 
plant personnel rather than the EPC personnel. In these cases, the 
City staff issues a permit to the dairy that identifies the volume 
of wastewater permitted to be discharged and the allowable nature 
and concentration of the wastewater. Sampling may be conducted by 
the EPC and/or the City and may also require self-monitoring on the 
part of the dairy. Specific requirements for industries 
discharging to municipal treatment plants are not set out in the 
environmental regulations, rather, City personnel develop 
limitations based on the amount of water and pollutants that its 
treatment plant can accept and still meet its wastewater permit 
limitations.

Table l.l. Tax Rates for Natural Resource Use

TAX RATES FOR WATER USE

NO.

1

2

3

4

TYPE OF WATER USE

Ground water

Surface water

Medicinal mineral water

Table mineral water

TAX RATE (LVR/M3 )

1.0

0.2

5.0

20.0

TAX RATES FOR NATURAL RESOURCE ACQUISITION

NO.

1

2

3

4

5

RESOURCE TYPE

Ground soil

Sand

Sand and gravel mixture

Gravel

Clay

TAX RATE (LVR/M3 )

1.0

2.5

8.0

6.0

3.0



6

7

8

9

10

11

Dolomite

Limestone

Gypsum

Peat

Sapropel

Medicinal mud

8.0

15.0

20.0

3.0

2.5

36.0

Table 1.2. Tax Rates for Pollution

TAX RATE FOR POLLUTION WITHIN NORMATIVES, WASTE DISPOSAL

NO.

1

2

3

WASTE CLASSIFICATION

Non-toxic wastes

Toxic wastes

Extremely toxic wastes

TAX RATE (LVR/M3 )

30

100

3,000

TAX RATES FOR AIR POLLUTION

NO.

1

2

3

4

POLLUTION CLASSIFICATION*

Non-toxic emissions

Medium hazard emissions

Hazardous emissions

Very hazardous emissions

TAX RATE (LVR/TON)

200

300

650

650,000

TAX RATES FOR WATER POLLUTION

NO.

1

2

3

4

POLLUTION CLASSIFICATION*

Non-toxic substances

Medium hazard substances

Hazardous substances

Very hazardous substances

TAX RATE (LVR/TON)

200

2,000

500,000

3/000,000

The separation of polluting substances according to hazard 
level is done according to classifications set by the Republic 
of Latvia Environmental Protection Committee.

POLLUTION CLASSIFICATION ACCORDING TO HAZARD LEVEL 
(Air and Water Pollution)



1. Non-toxic Dust, suspended materials, sulfate,
alkaline metal chloride.

2. Medium hazard Carbon dioxide, phosphorus, nitrate,
nitrite, iron compounds, biodegradable 
organic compounds, fats, surface active 
substances.

3. Hazardous Sulfur and nitrogen oxides, oil products,
phenol, alcohol.

4. Very Hazardous Aromatic hydrocarbons, cyanide and its
derivatives, heavy metals, and 
pesticides.

1.5 Environmental Audits

Industrial environmental audits can be valuable in guiding 
programs for remedial development and prioritization of activities. 
One of the most important benefits of plant-wide environmental 
audits is to identify processes and operational practices that are 
large pollution generation sources. This can assist plants in 
making changes that reduce pollution rather than focusing on 
control, which can be costly and, often, ineffective. Process 
changes can provide other benefits as well, such as reducing 
operating costs, and maximizing plant efficiency. It is also 
important to instill environmental auditing as an in-house plant 
managtainent activity that keeps up with the dynamic workings of all 
types of manufacturing operations, due to process and product 
changes, technology changes, utility pricing, and market changes. 
The highest priority for dairies should be given to the protection 
of surface waters. Problems are emerging, both at the industrial 
and municipal level, with the operat"in of wastewater treatment 
units because of the shortage of repl< ament units and spare parts 
from the old Soviet Union and the higher costs of this equipment 
from westernized countries.

1.6 Conclusions

Technical solutions are available for most of the 
environmental problems caused by industry. Key measures for 
control should include the expanded use of modern equipment for 
industrial pollution control, waste utilization, and environmental 
monitoring. Substantial investments may be necessary to meet 
environmental goals, but care must be taken to invest in pollution 
controls for industries that will remain economically viable for a 
period of time and are not likely to close down soon. Investments 
should be cost effective and should provide the only alternative to 
achieve the pollution reduction goals.



2.0 BAUSKA DAIRY

"Bauska Piens" (Bauska Dairy) is organized as a limited 
liability company and was formed to replace the former dairy 
producers association. The dairy consists of three plants, one in 
the City of Bauska, one in Stelpe, and one in lecava. The primary 
focus of the report is on the Bauska plant, but an overview of 
environmental issues at Stelpe and lecava are also discussed.

2.1 Introduction

Bauska receives approximately 80 t (all references are to 
metric tonnes) of raw milk operating one shift daily. The 
facility's major products include butter, sour cream, cheese, 
cottage cheese, and other whole milk products (e.g., kefir). The 
plant recently began manufacturing yogurt and will start making ice 
cream in the two weeks, but as of yet, plans for the production of 
these two products are on a small scale.

The plant manufactures about 10 t of various milk products a 
day. The plant processed 40,283 t of milk in 1991, 30,985 t of 
milk in 1992 and probably about 25,000 t or less this year. 
Production of whole milk products has dropped considerably in the 
past 4-5 years from 10 t a day to less than 2 t a day now. Kefir 
has also dropped from about 4 t a day to less than one-half t a day 
now. Cream has dropped from 5 t a day to about 1 t a day. Bauska 
sends 4-6 t a day of cream to Stelpe for butter making. The plant 
has 60 employees working in the milk production area.

Whey is currently sold to farmers with a small amount going to 
wastewater treatment when the market is not available for whey. 
Additionally, the plant occasional applies the whey to farm land 
when too much is available.

The plant does have an environmental coordinator who oversees 
wastewater treatment and all other environmental issues at the 
plant. This person is also responsible for environmental issues at 
the Stelpe and lecava plants, although, responsibility is more 
limited at those two plants.

2.2 Water Use

Bauska pays the City for drinking water once a quarter and 
pays the district once a quarter for wastewater discharge. In the 
first quarter of 1993, the plant paid 57,317 Rubles for water and 
6,884 Rubles for wastewater. This figure for wastewater is very 
low: on occasion, wastewater costs may be four times this value. 
On average, the plant uses about 350 m3 of water a day.
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2.3 Wastewater Treatment

Bauska operates an oxidation ditch wastewater treatment plant, 
using a single impoundment with baffles to act as an oxidation 
ditch. The treatment system was constructed in 1985. The 
hydraulic capacity of the system is about 600-700 m3 of wastewater 
a day (the environmental coordinator did not know the organic 
loading capacity of the treatment system). It appears as though 
the impoundment has a holding capacity of about 4,000 m3 of 
wastewater (6-7 days). The oxidation ditch uses eight surface 
aerators to oxygenate and circulate the wastewater. The plant 
operates the system in batch mode, turning off the aerators and 
mixers for one hour at 3 in the morning to allow the solids to 
settle. Wastewater is discharged around 4 in the morning to the 
Lielupe River via an open channel and an enclosed pipe for about 3- 
4 kilometers.

Sludge is pumped from the bottom of the impoundment and 
collected in trucks and sprayed on fields every three months in the 
winter and every month in the summer.

The treatment plant receives both dairy wastes and domestic 
wastewater from a local housing project. A total of 5-700 cubic 
meters a day of total wastewater is received, with about 60 percent 
of the wastewater from the dairy and 40 percent from a local 
housing project.

At the present volume of wastewater, the treatment plant can 
accept up to 1,000 milligrams per liter of BOD and still meet the 
effluent limitations.

Bauska recently began expansion of the treatment plant with 
the construction of a second, slightly larger impoundment 
(treatment capacity of about 800 m3 a day). The construction is a 
result of planned expansion of the processing plant. Also, the 
dairy has been asked to accept wastewater from a bakery (150 m3 a 
day) and a new housing project. The construction of the collection 
system for the housing complex is complete; all that is left is for 
the contract to be signed by both parties. The new treatment 
system would improve treatment by allowing additional non-dairy 
wastewater to be accepted, thereby diluting the dairy wastewater 
and also providing a longer holding time for the wastewater in the 
treatment system.

The new impoundment was supposed to be finished this summer, 
but it will not be finished at least until next year (or until 
resources are available to complete construction). The 
construction of the new impoundment is about 75 percent complete 
and the two new surface aerators have been purchased and are in 
storage. The environmental coordinator estimates that it would 
cost 2,000,000 Rubles to complete the treatment plant. While the 
breakdown of costs was not provided, it appears as though this cost 
includes completion of the construction of the impoundment,



purchase of several additional aerators, and purchase of additional 
treatment equipment (e.g., mixers, piping, etc).

Once the new treatment impoundment is complete, the plant does 
not plan to use both impoundments at once, rather the plant will 
use one for one day, and then one for the next day, or use each for 
two days (to increase retention time). Flexibility will be built 
into the system to allow for various operating conditions.

In talking with the environmental coordinator of the dairy, 
she commented that cottage cheese and cheese whey cause the most 
concern to the treatment plant since the whey is very high in BOD 
and is not easily treated. On discussing the possibility that 
casein would be manufactured at the plant, she stated that she does 
not feel like these wastes could be accepted at the plant and still 
meet the effluent discharge limitations.

2.4 Storm Water Management

Most of the storm water from the plant grounds flows to the 
treatment plant; however, very little processing equipment is 
located outdoors that would contribute to the pollutant loading. 
There are no storage tanks located outdoors that could possible 
contaminate local waters or the treatment plant. The only 
significant volume of storm water that does not flow to the 
treatment system is from the miscellaneous equipment storage area 
and truck parking area located across the street from the dairy. 
A visual observation of this area did not indicate cause for 
concern.

2.5 Vehicle Maintenance and Washing

The plant maintains a few trucks on-site, but repairs are 
conducted indoors with used oil sent off-site for recovery. The 
only significant source of pollutants from outdoor operations is 
from the milk truck washing operations that take place after 
unloading the milk.

2.6 Groundwater

The water used at the Bauska dairy is extracted from 
groundwater wells. The plant is permitted to extract 663 m3 a day 
(242,000 m3 a year) . The dairy did not indicate that there were any 
problems with the quality or quantity of groundwater. The Regional 
EPC has designated this groundwater to be of drinking water 
quality.

Y



2.7 Compliance with Existing Regulations

The plant has a wastewater discharge permit issued by the 
Regional EPC that limits Biochemical Oxygen Demand (BOD)-12 mg/1, 
Total Suspended Solids (TSS)-15 mg/1, Chemical Oxygen Demand (COD)- 
90 mg/1, Nitrates-25 mg/1, Nitrites-0.15 mg/1, Ammonia-8 mg/1, 
Chlorides-300 mg/1, Sulfates-500 mg/1, Synthetic Surfactants 
(SSAV)-O.S mg/1, Oil Products-0.5 mg/1, Fats-5 mg/1, and 
Phosphates-2.5 mg/1.

The plant can achieve 8 mg/1 of BOD during winter months when 
the water is cooler and the production is down. During summer 
months, the plant may discharge up to 40 mg/1 of BOD.

The Regional EPC inspector visits the Bauska plant about twice 
a month and collects samples for analysis by the EPC lab in 
Jelgava. The inspector commented that nearby inhabitants sometimes 
complain about the odor during extended hot weather, although this 
is to be expected at the dairy.

Bauska was fined once last summer when BOD was too high. This 
fine was for 60,000 Rubles. Because of Bauska' attempt to meet the 
limitations, the EPC has not been strict about enforcing the 
regulations.

Bauska paid 9,126 Rubles for clean water in the first quarter 
of 1993, 1,230 Rubles for wastewater in the first quarter, and 
3,985 Rubles for air pollution. Taxes may be four times higher 
than this during other quarters, but production was down the first 
three months of this year.

The Bauska EPC inspector said that this dairy is a good 
example for other plants on how to approach environmental problems 
and how to pay their debts on time. The attitude of the dairy 
(e.g., dedicating a full time staff member to the environment) is 
a clear example of Bauska' dedication to these issues. Discussions 
with the environmental coordinator at the dairy left a favorable 
impression and the belief that given adequate resources, the 
treatment system could treat the wastes being generated.

2.8 Summary

The plant manager believes that the solution to the plant 
economic problems may be the manufacture of casein, yogurt, or dry 
milk, although the plant does not have the capacity at this time to 
manufacture large quantities of these products.

The environmental coordinator felt that the ultimate solution 
for the whey would be to have drying equipment to dry the whey so 
that it could be used as animal feed. About the possibility of 
processing 100 t of skim milk into casein, the environmental 
coordinator made the point that this would cause extreme hardship 
on the wastewater treatment system. She also believes that



environmental standards will be more stringent in the future, 
making it even harder to comply with the regulations.

3.0 IECAVA DAIRY

lecava is manufacturing about 2 t a day of soft caraway seed 
cheese; however, cheese production is typically only about 20 t a 
month. The plant operates one shift a day. The cheese plant at 
lecava has become less and less efficient and, according to the 
director of Bauska Dairy, may be forced to close soon.

lecava receives and processes about 20 t of raw milk a day 
(down from about 80 t a day last summer). Plant capacity is over 
100 t of raw milk per shift. The plant processed 15,919 t of raw 
milk in 1991, 8,964 t of raw milk in 1992, and expects to process 
6,000 t or less in 1993. The plant sends about 1.5 t a day of 
cream to Stelpe for butter production.

lecava's production varies four fold from summer to winter 
months, with summer being the more productive months. Similarly, 
water use fluctuates, although only about two to one (summer to 
winter).

Skim milk, generated during the separation process, was being 
sent to a plant in Lithuania until May of this year when the 
Lithuanian plant stopped accepting the skim milk. Now, some of 
this milk is going to another dairy in Latvia (in "Preili"), but 
this does not appear to be a long term solution. Most likely, 
lecava will make cottage cheese (2-10 t a day) to consume this skim 
milk.

The plant also has problems getting rid of the whey. The 
plant tried to sell the whey back to the farmers for a minimal 
amount of money, but the farmers were unwilling to take this whey. 
The plant was going to dump the whey into the river, but fines 
would have been much higher than if the plant simply gave the whey 
back to the farmers free of charge. Now, the farmers are very 
willing to take the whey for free, in fact, demand is greater than 
supply.

During a tour of the plant, it was apparent that the facility 
is very antiquated, both the building and the equipment, and water 
use was very excessive. The plant does not have CIP (cleaning in 
place) equipment, making equipment cleaning difficult and 
inefficient. Chemicals used for cleaning and disinfecting include 
NaOH, HC1, and Na2C03 .

The plant paid 5,655 Rubles for water in the first quarter of 
1993. This is depictive of a reduced production. Costs during the 
busier quarters may be four times this value.



The plant used 2,030 m3 of water in January of this year, 1,720 
m3 in February, and 1,905 m3 in March for a total water use of 5,655 
m3 in the first quarter of 1993. Last year at this time, the 
facility had used 13,967 m3 of water and 50,000 m3 of water for the 
entire year. The plant is allowed to use up to 59,000 m3 of water. 
Last year, the plant paid 142,788 Rubles for water. This year the 
cost may be three to five times higher.

The plant does not treat its own wastewater. Apparently, 
several enterprises in the Village of lecava discharge to a 
treatment plant in the general proximity of the. dairy. The 
production manager indicated that the treatment plant was located 
across the street; although, a walk across the street did not 
identify anything resembling a treatment plant. According to the 
Bauska environmental coordinator, the Village has a biological 
treatment plant that is is poor condition and is under 
reconstruction.

Little control is provided in the dairy of either milk waste 
or water usage, both of which were present in large quantities at 
the time of the visit.

All storm water from the site discharges to the local 
treatment plant. There are no storage tanks located outside that 
could spill to the treatment system. According to the production 
manager, milk spillage in the raw milk receiving area is drained to 
the sewer.

Trucks are washed, both inside and out, after depositing milk, 
using water, caustic soda, and steam. This water drains directly 
to the local treatment plant. The plant maintains four milk 
trucks, but according to the production manager, does not change 
the oil in these trucks (only oil is added).

The plant uses ground water as its source of water. Water is 
pumped from the well and stored in a water tank on the roof of the 
building. Once a year, the plant chlorinates the storage tank to 
kill any residual growth. The plant has had problems in the past 
drawing enough water when operating at full capacity.

lecava has a contract with the City to accept and treat 
wastewater, with water use limitations and pollutant limits. The 
production manager was unaware that a permit existed and that there 
were pollutant limitations. This information was provided by the 
Bauska Environmental Coordinator.

The production manager was not very knowledgeable about 
workings of the plant. As such, collection of both environmental 
and process information was very difficult.

According to the Bauska Dairy environmental coordinator, 
someone from EPC comes once a month to test the plant's wastewater. 
The production manager did not know of the results of these tests,



but was adamant that the City was the one who had to meet effluent 
limitations and not the dairy.

According to the EPC inspector, lecava occasionally has 
arguments with the local housing sector over environmental issues: 
reasons were not described. Since the plant does not have 
wastewater treatment, this could be related to odors from within 
the plant or to dumping of plant wastes into the nearby river.

The facility paid 266 Rubles the first quarter of 1993 for air 
pollution. Costs during the busier quarters may be four times this 
value.

While on-site, the plant seemed to be using a lot of water for 
the amount of production that was occurring at the plant. Water 
hoses were running while not in use, several tanks that were being 
filled with water were overflowing, and there did not seem to be 
any urgency to correct this problems. In fact, during the walk­ 
through, one of the raw milk separators was spewing skim milk down 
the drain. The production manager indicated that the separator was 
leaking and needed to be fixed. Three other separators were not in 
operation leading one to believe that the skim milk was 
intentionally being discharged to the sewer.

4.0 STELPE DAIRY

Stelpe manufactures one product at its facility, namely, 
butter. The plant is widely considered to make the best butter in 
the entire country. Stelpe produces about 6-7 t of butter a day 
(20 t a day several years ago during better economic times). 
Butter is manufactured using the "old" method of using sour cream 
rather than sweet cream. Butter demand is down so much, that, 
currently, the butter being produced is packaged for long-term 
storage.

At present, Stelpe receives 6 t a day of cream from Bauska and 
2 t a day of cream from lecava for butter making. The plant also 
receives about 40 t of raw milk a day. The plant processed 22,901 
t of milk in 1991, 17,025 t of milk in 1992, and should receive 
about 15,000 t of milk in 1993. The plant operates one shift a 
day.

Skim milk from the separation process is given back to farmers 
for feed. This skim milk used to be sent to a dry skim milk plant, 
but the dry milk plant no longer wants Stelpe's skim milk.

Stelpe paid 9,126 Rubles for clean water in the first quarter 
of 1993, and 1,230 Rubles for dirty water in the first quarter of 
1993. These figures are considered very good for the plant. Costs 
may be up to four times this in the summer months. On average, the 
plant uses about 100 m3 of water a day.



The plant operates two oxidation ditches in batch mode (built 
in 1965) as treatment for its wastewater. The ditches are in 
disrepair and need substantial refurbishing. Specifically, there 
are large cracks and holes throughout the ditches, possibly 
allowing for infiltration to groundwater. The plant also has two 
stabilization ponds in series, followed by an open channel 
(providing further aeration) to the receiving stream. The 
stabilization ponds are full of marshy growth and appear to be 
operating as a wetlands type of treatment system.

The plant treats a total of 100-150 m3 of wastewater a day from 
the dairy and a housing project in the area. The majority of this 
wastewater is from the dairy. The plant has a capacity to treat 
300 m3 of wastewater in either of the two ditches.

Once a year, the sludge from the treatment plant is removed 
from the oxidation ditches. This sludge is used as fertilizer in 
home gardens. The solids content of the sludge is too low to be 
used on farmland (i.e., too much water).

Prior to a couple of years ago, all storm water from the plant 
grounds flowed into the oxidation ditches. The plant has since 
rerouted this storm water into the stabilization pond following the 
oxidation ditch to improve treatment efficiency during wet weather. 
Apparently, storm water collected in the raw milk receiving area 
still discharges to the oxidation ditches.

All milk transport trucks are washed at the receiving area 
with the wash water discharged to the oxidation ditches. Little, 
if any, truck maintenance is performed at the dairy.

The plant uses ground water as its source of process water. 
The current well is about 100 meters deep but is drying up. This 
well water has ^ high iron content, forcing the facility to filter 
the water to remove the iron solely for use in the heating system. 
A new well, 180 meters deep, will supply the plant with ground 
water in the future.

According to the Regional EPC inspector, Stelpe has a very 
good compliance record with its permit limitations. The facility 
is limited for TSS, BOD, COD, Nitrate, Nitrite, Ammonia, Chlorides, 
Sulfates, Synthetic Surfactants, Oil Products, Fats, and 
Phosphates. Numeric limits are identical to those for Bauska. 
While the raw data for the plant was not reviewed, the 
environmental coordinator for Bauska, the production manager at 
Stelpe, and the Regional EPC inspector all commented about the 
commendable record of Stelpe in meeting the wastewater discharge 
limitations.

Stelpe paid 3,985 Rubles for air pollution in the first 
quarter of 1993. This was for the use of ammonia refrigeration, 
boilers, and furnaces.

V



5.0 SUMMARY OF BAUSKA DAIRY

Two of the three Bauska dairies use more water than is 
reasonably needed to process milk. The Bauska plant currently uses 
about 4-5 liters of water per liter of milk processed, lecava uses 
about 7-8 liters of water per liter of milk processed, and Stelpe 
uses about 1.5-2 liters of water per liter of milk processed (about 
2-3 liters of water per liter of milk is reasonable and about 1 
liter of water per liter of milk would be considered very good) .

The tour of Stelpe indicated that the facility had reasonable 
equipment for making butter. Also, it was visually apparent that 
the facility did not use excessive amounts of water to clean (i.e., 
the floors were dry and cleaning was performed with direct 
oversight of the equipment during cleaning). In both Bauska and 
lecava, the problem was two fold. First, the plants used excessive 
amounts of water, and second, both plants appeared to have poor 
housekeeping, contributing large amounts of milk waste down the 
drain. This problem was much more apparent at lecava. Reducing 
the amount of water used in production would allow for additional 
retention in treatment, effectively improving the treatment 
capacity of the system (be it the plant treatment or the City 
treatment).

Additionally, all three dairies should look for ways to reduce 
the amount of milk and milk by-products that are being discharged 
into the treatment system or to the City. The best approach to 
this problem is to plan and conduct an environmental audit of the 
processing facility, paying special attention to water usage and 
milk losses. Areas that are typically of concern include;

- Housekeeping practices (e.g. , spill cleanup practices and 
response to leaks)

Water control (e.g., only running water from the hose 
when cleaning, adding spray nozzles to the hoses to 
provide on-demand supply of high pressure low volume 
water, or paying close attention to tank filling to 
prevent overflows)

Building dikes or berms around storage tanks and other 
vessels where leaks to the sewer are unwanted

Controlling breakage in milk packaging equipment (e.g., 
paying close attention to the filling of the packaging 
and stopping the system if a high percentage of breakages 
are occurring)

- Whey handling practices (e.g., preventing the initial 
whey drainage and first rinse from entering the sewer 
system and only discharging second and third rinses)

\



Spilled material handling (e.g., cleaning up spilled 
solids with a broom for use as animal feed, rather than 
hosing this material)

Worker understanding of the problem (preventing willful 
wasting of material as a time or effort saving step).

Similarly, processing practices and small capital investments 
may also effectively reduce the volume of water and pollutants 
being discharged. These include activities such as:

Draining milk cans or milk trucks for a longer period of 
time to reduce the residual milk that must be washed out

Covering all drains with wire mesh to collect milk and 
milk by-product solids that may end up on the floor

Clearly marking on and off positions on water valves to 
minimize worker negligence

Use post cleaning rinses as make-up water for sanitizing 
or cleaning of other equipment

Provide drip shields on filling equipment for product 
recovery.

While the above practices may not all be appropriate, or may 
already be instituted, it is likely that the incorporation of these 
types of ideas into the worker mentality can improve the quality of 
and reduce the quantity of wastewater discharged. It is also 
important the t the environmental audit be supported by the plant 
management.

As discussed during the visit, the disposal of whey and skim 
milk will continue to be problems for Bauska and lecava. If the 
plant has to discharge whey to the treatment plant or to the City, 
the whey drainage and the first wash should be stored for disposal 
or sales to farmers, rather than discharging to the treatment plant 
or City. The second and third washes should be the waste that is 
discharged. If whey has to be discharged, the plant should have 
storage so that the whey can be bled into treatment a little bit at 
a time.

In summary, wastewater at Stelpe appears to be under control. 
The use of oxidation ditches followed by stabilization is a 
reasonable technology to meet effluent limitations. Concentrations 
for BOD and TSS into the treatment system are typically under 100 
mg/1 while effluent concentrations are under 20 mg/1. Of concern 
at Stelpe, is the poor condition of the oxidation ditches. 
Renovation of these ditches, at a cost of several million Rubles 
would be needed to bring the system into proper condition. While 
the surface aerators are old, they appear to be in fine working 
condition.

v



Compliance with wastewater effluent limitations at Bauska is 
sporadic, but the dairy is making a conscientious effort to keep up 
with the situation, and, typically, violations are not severe. 
Completion of the second impoundment would further help Bauska to 
achieve compliance. Bauska should be aware that if it starts 
producing large quantities of casein, as was discussed, a long term 
solution to the whey problem is needed. The plant cannot discharge 
these large volumes of whey to the treatment system and be in 
compliance with permit limitations. Farmers do appear willing to 
accept whey for animal feed, if it is provided free of charge. 
This may be the only solution in the short-term. Long-term 
solutions should focus on techniques to dry the whey, making it a 
much more valuable and manageable feed or fertilizer additive.

The environmental situation at lecava appears less favorable 
than in Stelpe or Bauska. Information available for lecava was 
limited, indicating the lack of knowledge of plant management on 
the environmental issues. An assessment of compliance with 
wastewater standards was not possible because of the lack of 
knowledge on the part of plant personnel. The tour of the plant, 
however, led one to believe that water use and milk and milk by­ 
product losses at the plant are significant. As such, it is likely 
that the plant is contributing excessive amounts of BOD to the 
local treatment plant (which is supposedly in poor condition also). 
The most important step to be taken in lecava is for plant 
management to perform a water use and product loss audit on its 
process, identify the areas of greatest concern, and look for 
methods to reduce the water used and milk lost in these areas. 
Because of the age of most of the equipment in lec.ava, this process 
may require lots of work and ingenuity. Assistance from other 
dairy personnel in the country or some type of employee incentive 
may be valuable tools to solving lecava's problems.
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PRIVATIZATION OF THE 
BAUSKA MILK PROCESSING PLANT

A legal analysis

I. Summary of Facts

The Bauska Milk Processing Plant ("Bauska") consists of the 
Bauska plant and its two milkeries, lecava and Stelpe. 
This enterprise services 23 pagasti.

Bauska is a special case as far as the law on the 
Privatization of Milk Processing Enterprises is concerned. 
This is because it was accorded special status by the 
Latvian government in 1990 to develop as a private company. 
Now this special plant must be fit into the broad sweep of 
the privatization law by allowing all willing local milk 
producers to obtain an ownership share while taking into 
account the efforts of the owners of the limited liability 
company who have effectively operated the plant for three 
years.

The relevant history of Bauska begins at the end of the 
Soviet era. In accordance with LSSR State Agroindustry 
Committee Resolution No. 599, dated October 11, 1986, 
Bauska was given by the state to the experimental collective 
farm/agrofirm "Uzvara". In early 1990, the state had 
decided to separate Bauska from "Uzvara", and had directed 
that it be formed into a state enterprise. However, based 
on a request from the Bauska dairy producers' association, 
the Council of Ministers of the Republic of Latvia decreed 
that the property of the Bauska plant was to be given to the 
local association.

Approximately two years ago the Bauska association 
transformed this enterprise into a limited liability company 
called "Bauskas Piens". The founders of this company 
anticipated the upcoming privatization and attempted to 
apportion ownership equitably among the various interested 
parties. Thus, ownership of the limited liability company 
"Bauskas Piens" is apportioned in the following manner: 70% 
of company equity is owned by milk producers, 20% by 
employees and 10% by service organizations.

Upon enactment of the privatization law at the beginning of 
1993, Bauska requested that the Ministry of Agriculture 
allow it to follow its own privatization program. In order 
to establish control over Bauska and force it to comply with 
the privatization law, on March 29, 1993 the Council of 
Ministers decreed that the Latvian government was taking 
back the state property (the land and buildings) that it had 
allowed "Bauskas Piens" to use.
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II. Legal Analysis

As authorized by the law on the Privatization of Milk 
Processing Enterprises, this milk processing plant has been 
claimed by the Bauska Milk Producers Association on behalf 
of all cooperative associations contributing to Bauska. At 
the time this analysis was written, it remained to be seen 
whether lecava and Stelpe would be claimed by cooperative 
associations contributing milk to these milkeries and thus 
taken out of the control of Bauska. Management at Bauska 
felt that these would stay within the Bauska system.

Strictly following the language of the law on Privatization 
of Milk Processing Enterprises, Bauska would be required to 
take the following steps:

1) Definitions;

As described above, Bauska has been claimed by the 
local association free of charge under the authority of 
the Supreme Council resolution of April 15, 1992. 
Bauska is thus a "personified object" under this law.

2) Section I "General Regulations";
Article I "The Law's Function and Objectives"; 
Paragraph 3:

The privatization process as applied to personified 
objects is called personification and is described in 
Article V of this law.

3) Section V "Personification of capital in milk producer 
cooperative associations and stability guarantees for 
the privatization process";
Article 23 "Distribution of assets regained by milk 
producer cooperative associations without 
compensation":

If the object to be personified incorporates several 
pagasti in its operational area, then an association 
of these pagasti cooperative associations is to be 
formed and distribution of capital among the various 
pagasti cooperative associations follows the guidelines 
of Article 18 of this law.

4) Section IV "Valuation and purchase of the unit to be 
privatized";
Article 18 "Distribution of basic capital among milk 
producers and milk and milk products suppliers":

Milk producers are to be allocated capital shares in
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the object through their pagastu cooperative 
associations. These associations are given capital 
shares according to the amount of milk supplied by that 
association's milk producers during both 1991 and 3.992.

5) Section V;
Article 24 "Personification of capital in milk 
producer cooperative associations without 
compensation":

Personification to the individual farmer/members of 
each association is to be accomplished in two stages - 
half of the enterprise value is personified on January 
1, 1994 and the other half '->n January 1, 1995. This 
is accomplished by increasin the basic capital of the 
company by the appropriate percentage of enterprise 
assets on the date specified. Each stage of this 
process is completed by correspondingly increasing the 
number of shares or their nominal value (initially 1 
share per 2400 kgs. of milk supplied). Property of 
the state transferred to the association without 
compensation cannot be alienated until all assets are 
personified.

III. Issues

Because of its unique status among milk processing plants as 
a limited liability company, Bauska will not follow the 
privatization procedure and general standards mandated by 
the law on Privatization of Milk Processing Enterprises. 
Both the owners of "Bauskas Piens" and the officials at the 
Ministry of Agriculture understand that the privatization of 
Bauska will require finding a formula that recognizes the 
investment and efforts of the owners of the limited 
liability company "Bauskas Piens" over the past three years 
while allowing all other fanners who wish to join this 
enterprise the opportunity to do so. Such a plan can be 
developed that follows the intent, if not the letter, of 
the privatization law.

The most promising solution is to break down the value of 
the Bauska enterprise between the land and buildings still 
owned by the state and the value of the enterprise resulting 
from the efforts of "Bauskas Piens" and its management of 
the enterprise. The owners of "Bauskas Piens" would be 
granted an ownership interest in the newly privatized 
company equal to the value of the enterprise resulting from 
their efforts and the farmers wishing to join the Bauska 
enterprise now could divide the remaining state interest



-4-

according to the principles set out in the privatization 
law.

During our discussions with Ministry officials and the 
Bauska management, it seemed that "Bauskas Piens" would be 
allocated about 75% of the new company while the farmers 
entering the company now would divide the remaining 25%. At 
that time, the value of the entire enterprise was estimated 
at somewhere near US $850,000.00. If the Ministry approves 
such a solution, which seems likely, then Bauska would 
follow its own, unique path to privatization.

V
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STATEMENT OF PURPOSE

This business plan was prepared in order to help Priekule's management focus on certain 
issues and assist them in their privatization. The plan was not prepared for and should not be 
used for any other purposes. Coopers & Lybrand has not undertaken an audit nor verified the 
information which was presented to us. We do not express an opinion nor provide any 
assurance as to the accuracy of the historic or forecast information (please refer to detailed 
notes). The business plan is based upon both historic and forecast information provided to us 
by the staff and management of Priekule and the Liepaja Central Dairy Plant.

The forecast of future operations was made based upon the assumptions and representations 
made to us. The business plan is not intended to be relied upon as an indication, assessment or 
projection of Priekule's future operations. The present environment in Latvia is uncertain. 
The figures have been derived from the enterprise's Latvian accounts which have been 
prepared in accordance with Latvian accounting regulations. To understand the potential 
limitations of the financial information provided it is essential to read the accompanying 
reformatted Latvian accounts and the notes attached.

There are significant differences between Latvian accounting principles and generally accepted 
accounting principles. The main differences are outlined in the report attachment "Priekule 
Dairy Enterprise - Financial Statement Years ending 31 December 1991 and 1992" and the 
attached notes. It is essential that the above mentioned statement and notes be read in 
conjunction with this business plan.

Major changes have taken place in Eastern Europe and the Baltic States over the last two years 
and the historic performance of the business is likely to bear little relationship to its future 
potential.
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PRIEKULE DAIRY ENTERPRISE 

EXECUTIVE SUMMARY OF BUSINESS PLAN

Preamble

101 Priekule Dairy is one of the biggest dairies in Latvia producing cheese 
and butter. Currently it is operating under Liepaja Central Dairy plant

102 The purpose of this business plan is to provide a planning tool, and to 
highlight and consolidate into one document Priekule's aims and objectives 
through a period of substantial change leading up to privatization.

103 Key elements of the plan are summarized below: 

Priekule's Strategy

104 Priekule's strategic aims are:

to focus on cheese production, in particular to develop new 
ranges of skim milk cheese;

to continue to be the producers of the highest quality domestic 
cheese;

to introduce a variety of packaging sizes for both butter and 
cheese in order to increase markets;

105 To bring Priekule into line with these strategic aims a number of steps are 
being taken:

Research and development - Priekule is continuing to develop 
new skim milk cheese varieties. Currently a new caraway seed 
cheese is being developed;

Marketing plan - Priekule is continuing to develop advertising 
strategies for the domestic market. In addition, it is actively 
seeking out and making contacts in new potential markets.

Human resources - it is vital, particularly at this time of change 
within the industry, that all management and staff, whatever their 
level, are suitably informed and motivated to ensure that the 
enterprise's strategic aims are met.



  Re-organization - Priekule will continue to maintain current 
levels of staff in order to take advantage of the relatively cheap 
cost of labor.

Conclusions

106 As an enterprise facing the new challenges of changing markets and growing 
competition, the preparation of the business plan has made Priekule focus on 
where it is and where would like to be. To a large degree, many issues 
cannot be fully addressed until a further date when the form of privatization 
will become clear.



HISTORY AND DESCRIPTION OF THE BUSINESS

History and development

201 The Priekule Dairy Processing Plant (Priekule or the enterprise) is located in 
the Liepaja region. It is approximately 197 km south west of the capital 
Riga. The plant is primarily involved in the production of butter and 
premium quality Krievijas (Russian) brand cheese. Priekule is the fourth 
largest cheese producer in Latvia.

202 The Priekule plant can trace its history of activities in the Liepaja region to 
1911 when it began producing cheese and cream. In 1950 butter making 
equipment was purchased and the enterprise begun producing 360 tons of 
butter per year. During the 1960s, ice-cream and fluid milk were produced. 
After a break of several years, cheese production recommenced in 1969.

203 In 1972, new capital investment enabled Priekule to increase its capacity 
for cheese production from 360 tonnes per year to 1160 tonnes per year, and 
butter production to 3000 tonnes per year.

204 Following Latvia's integration into the Soviet Union, the agricultural sector 
was collectivized. Since 1948, Priekule has been state-operated and part of 
the Soviet dairy industry.

205 During this period, from 1948 to the present, the incentive for managers to 
develop and expand business was removed. Priekule was centrally managed 
and controlled by the Liepaja Central Dairy Plant (Liepaja) and its results 
were aggregated with those of other plants within the region. The Liepaja 
Central Dairy Plant oversaw the operations of all the regional plants. 
Individual rights to land and assets were removed and managers received 
little or no benefit from being successful or profitable.

206 Prices for all raw materials and finished products were centrally established. 
Consequently, no consideration or incentive was given for cost-minimizing 
or profit maximizing decisions.

207 Capital investment decisions were also approved by the Liepaja. During the 
period until 1992, increasing productivity drove investment decisions. The 
viability of increasing capacity was not commercially assessed.

208 Priekule, is arguably facing its greatest challenge. In a climate of political 
and economic upheaval, the privatization of Priekule will require sound 
economic and financial decisions. For the first time, managers will be 
accountable for their decisions.



Organization and legal status

209 Priekule is currently being privatized. The form of the new entity is as yet 
uncertain.

210 Until privatization the overall control of Priekule will still lie with Liepaja. 
Hie Director of Liepaja, Mr. Andris Saldovers, oversees most significant 
areas of operations, including bank accounts, and major fixed asset 
replacement or purchase decisions. Liepaja also allocates and distributes 
directly to the farmers aid funds that the government has received. However 
the day-to-day running of the plant is controlled and administered by the 
Director of Priekule.

211 Reporting directly to Liepaja is Priekule's Director - Mr. Erik Piesins. Mr. 
Piesins, together with the Chief Engineer - Mr. Jakobsons, and the Chief 
Economist - Mrs. Kikane, actively participate in the day-to-day running of 
the enterprise.

212 Legislation which came into effect on April 1, 1993 - "The Privatization of 
Milk Receiving and Processing Plants", provides that ownership of milk 
processing plants can be transferred to co-operative dairy producers 
associations. These co-operative associations are comprised of the individual 
dairy producers supplying the Priekule processing plant. The dairy 
producers have until 30 June 1993 to form co-operative associations and 
submit claims for shares in Priekule.

213 Under separate provisions, the proportions to be distributed are specified as 
follows:

milk producers/suppliers (including producers associations) not less than
70%
employees of the dairy processing plant not more than 10%
other person not more than 20%

A preliminary list of shareholders has been determined as follows:

Percentage (%)
Priekule (milk producers) ^7 go 
Priekule managers } 
Liepaja central dairy 28.57 
Saldus Cooperative 19.86 
Kuldiga Cooperative 21.85 
Talsu Cooperative 1.92

100.00



214 Shares will be determined according to a balance sheet valuation as of 
February 1993. Seventy-five percent of the share value will be issued free 
of charge; theiemaining 25% must be paid for in cash or credits within five 
years of privatization.

Current products and processes

215 Priekule is the leading cheese producer in the Kurzeme district and is the 
fourth largest cheese producer in Latvia. The Liepaja Central Plant is the 
third largest mflk processor in Latvia. In monetary terms Priekule generates 
over 40% of Liepaja 1 s annual revenue.

216 Priekule currently produces butter and Krievijas (Russian) brand cheese. 
The butter (72% fat content) has no added salt or color The Krievijas cheese 
is ripened for 60 days and has a 50% fat content.

217 The two by-products from the production of butter and cheese are skim 
milk, whey and buttermilk. Revenue is also received from the compulsory 
resale of the residual skim milk to milk suppliers.

The way forward

218 1992 and 1993 are proving to be particularly difficult years for the dairy 
industry. As an industry, agriculture and particularly the dairy sector is 
susceptible to a range of factors over which the industry itself often has no 
direct control.

219 Not all factors are unpredictable; many can be anticipated. What Priekule is 
committed to doing is to attempt to recognize and anticipate problems and 
opportunities, and to plan to deal with them accordingly.

220 To help in this process, below is a summary of the strengthes, weaknesses 
threats, and opportunities facing the industry and specifically Priekule .

Y



Dairy Industry

Strengths

• relatively good road and 
rail infrastructure

Threats

• relative political and 
economic uncertainty

• competition from other 
emerging markets 
(e.g. Lithuania)

• competition from established 
markets (Sweden/Finland)

Priekule Dairy 

Strengths'

• recognized quality of 
products

• experience of management 
and staff

• nationally sold product
• contacts in Western Europe
• strong network of traders

Threats

• disruptions due to 
privatization

• demotivation of staff 
due to uncertainty of change

Weaknesses

• demise of Comecon market

• limited and reduced domestic market
• seasonality in milk production
• low purchase power of customers
•international trade restrictions
• low hygiene standards
• strong currency

Opportunities

• new markets from tourism due to 
current interest/ fashion of Eastern 
Europe and the Baltic

•demise of small unproductive dairies 
as a result of restructuring

Weaknesses

• milk purchasing price
•historical major underinvestment

• lack of focus and drive
• no market niche
• transport vehicles not owned

Opportunities

•preparation for privatization can be 
a springboard for independent 
planning and financing

• revitalized post-privatization 
company with clear goals

10



MANAGEMENT AND EMPLOYEES

Management structure and senior management

301 The Director of Liepaja has ultimate authority over Priekule. Most key 
decisions are authorized by the director.

302 The day-to-day management of the business is under the control of Mr. Erik 
Piesins, who works closely with the Chief Engineer, Economist and Chief 
Accountant.

A brief description of the four senior staff is below.

Eriks Piesins - Director - is responsible for most activities of 
Priekule. Mr. Piesins is 50 years old and has a degree in food 
production technology. He joined the enterprise in 1970 as a 
engineer. He was appointed the Director of Priekule in 1973.

Janis Jakobsons - Chief Engineer. Mr. Jakobsons is responsible for 
production and the operations of the plant. He is 41 years old and is 
qualified at the Building Construction College. He joined the 
enterprise in 1978 as engineer. He was promoted to the position of 
Chief Engineer in 1988.

Iveta Inne - Chief Accountant. Mrs. Inne reports directly to Liepaja. 
She is responsible for all bookkeeping and report preparation, 
including balance sheets for Liepaja. She is 39 years old and has a 
qualification as accountant. She joined the enterprise in 1980. She 
was promoted to her current position in 1986.

Anna Kikane - Chief Economist. Mrs. Kikane reports directly to the 
Director and is responsible for marketing, forecasting and pricing. 
She joined the company in 1992 after having worked for 10 years as 
an economist in local collective farm. Mrs. Kikane is 40 years old 
and is qualified as an economist.

303 The management structure of Priekule is given below:

11
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304 Priekule has a strong and experienced team which is committed to ensuring 
that Priekule becomes a viable and self-reliant entity. Managers and 
employees have a good relationship and work closely together. Regular 
weekly meetings are held by senior managers.

Human Resources

305 The average number of employees in 1991, 1992 and to May 1993 is shown 
in Table 1.

TABLE 1

306

307

308

Full time 
Part time 
Employed pensioners 
Other-specify 
Total

1991
124 
11 
15 
43 
137

1992
122 
11 
8 

39 
133

May 1993
120 
9 
8 

38 
129

Priekule has a relatively young workforce. The age profile of the enterprises 
as of 31 December 1992 indicates that 53% of the employees are under 40 
years old and 77% are under 50.

The staff turnover is low. This is partly due to the previous sound economic 
structures. Nearly 90% of all staff has been with the enterprise for 10 or 
more years. Although no formal training takes place, it is believed that the 
on-the-job training provided is adequate. All senior management positions 
have experienced deputies who have come up through the business. They 
will be competent as the future managers of Priekule.

Remuneration

Wage and salary costs, approximately 1.5 to 3.0%, are not a significant 
proportion of total production costs for Priekule. This has remained the case 
despite significant increases in average monthly salaries as a result of 
inflation. The total remuneration of the employees of Priekule is composed 
of salaries, bonuses and lunch allowances. Workers are paid according to 
their category of employment. Government regulations establish a range 
within each scale. During 1992, bonuses composed approximately 11% of 
remuneration. Only bonus payments can be varied according to the 
individual performance.

13



309 The average monthly remuneration is 8000 Latvian rubles. This compares to 
the average monthly remuneration in Latvia of 8200 Latvian rubles.

Other Employment Costs

310 In addition to the employee remuneration outlined above, the enterprise also 
has to meet certain other employment costs. The largest is a Social Security 
contribution which is 37% of gross salary.

Employment policy

311 Priekule mostly employs people from the area around Priekule. People can 
be fired for not fulfilling their duties, but it is difficult to fire them if they 
simply do not perform according to needs of the company. This policy is in 
effect only because they are a state-owned company. Retirement age in 
Latvia is 60 years for men and 55 for women. If the person still works after 
the retirement, they may choose between getting their salary from the 
company and not receiving pension from social security, or limiting their 
salary. This generally means that people do not work after retirement age. 
There are no regulations requiring companies to pay any allowances for 
retired people.

Working Conditions

312 The working week is six days per week. There is one shift of eight hours 
per day. The office hours are 7 a.m. to 4 p.m. Production staff hours are 
determined by the delivery of milk and cream. Although milk supplies tend 
to be delivered early in the day, around 7 a.m., cream supplies are typically 
delivered in the afternoon at 2 p.m.

MARKETING

Background to Latvian Dairy Industry

401 In 1991, the agricultural sector accounted for about 20% of GDP. In 1990, 
dairy production accounted for 43% of livestock agricultural production.

402 Until 1993 all dairy processing plants were centrally controlled state owned 
enterprises. No competition or free markets existed. The industry, including 
all processing plants and milk cooperatives, were allocated markets to 
supply, distribution networks, and transport routes. Both raw material prices 
and final goods prices were centrally determined.

403 This provided no incentive for managers. Productivity goals were set

14



without regard for aoy efficiency or profit maximizing considerations.

404 The dairy industry has feced significant upheaval since 1991, including:

the collapse of tfte Soviet Union and the loss of one of the country's 
main markets.

declining domestic market

periods of hyperinflation

removal of central planning and pricing mechanisms

the fragmentation of the dairy industry into small individual 
producers

falling animal stock levels and milk production

cheaper Lithuanian and Western European dairy products flooding 
the domestic nsoirftet

introduction of Use Latvian rouble 

Milk Purchases

405 Table 2 indicates the fin in milk purchases from 1990 to 1992: 

TABLE 2: Priefcnle Milk Purchases

406

Year
1990 
1991 
1992 

1st quarter 1993

Ton
74,760 
64,927 
62,516 
6,336

The level of milk production in Latvia has fallen sharply over the past three 
years, as reflected in milk purchases made by processing plants (Refer to 
supporting charts). Ites decline is due to several factors, including the 
rising costs of feed paid by farmers, as a result of the reduction of grain 
subsidies, a drought in mid 1992 which reduced grain supplies and a 
livestock disease whkfto again forced many collective farms to kill stock. 
Milk purchases havefcHen by 40% between 1990 and 1992.

15
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Sales

407 Table 3 analyzes dairy sales for Priekule in 1991 and 1992 and first quarter 
1993. Due to the inflationary and currency influences over the past years, it 
is more meaningful to look at sales trends on volume rather than rouble 
totals. Inflation in Latvia in 1991 was 326.4%.

TABLE 3: Product Sales

Butter 
Cheese

1991 
(Tons)
2,450 
1,101

1992 
(Tons)
2,254 
1,078

1993 1st quarter 
(Tons)
303 
183

Customers and Markets

408 Priekule's domestic and export sales fall into three categories:
- domestic
- ex-Comecon markets
- other export

409 Prior to 1992, all production was sold to state warehouses. A large 
proportion of Priekule's products was then exported to Russia and other 
markets. With the collapse of this market, Priekule has had to rely heavily 
on a depressed domestic market, which is being flooded with cheaper 
Lithuanian and Scandinavian products.

410 The introduction of the Latvian rouble and its appreciation against other 
local currencies and the U.S. dollar has further exacerbated potential sales to 
the former Soviet Union. In the short- to medium-term, there is no reason to 
forecast a significant improvement in access to these markets.

411 In the past, Priekule played no part in marketing goods for export. Now, 
together with Liepajas 1 marketing section, Priekule is trying to actively seek 
out contacts and potential market. In particular it is concentrating on Russia, 
Poland and Bulgaria.

16



412 The following table shows the breakdown of total sales of butter and cheese 
(in tons) into domestic and export markets for 1992:

TABLE 4

Latvia 
Gov Sales 

Russia
Azerbaijan 
Western

Tons of 
Butter

1,560 
[911] 
186
327 

180

% of Total

69.2 

8.3
14.5 
8.0

Tons of 
Cheese
982 
[244] 
2

93

% of Total

91.2 

0.2

8.6

413 Currently Priekule's major customers are as follows: 

TABLES

Name

Saui - Wholesalers 
Jute - Chain-store 
Voenturgs - ex army shop 
Dalidz 
Autolat 
Harolina

Location

Jelgava 
Ventspils 
Liepaja 
Liepaja 
Liepaja 
Riga

Quantity 1st Quarter sold 
(in kilograms)

Cheese
1,273 
221 
263 
540 
635 
431

Butter

50 
310

Roubles 
(thousands)

2,774 
595 
1,329 
860 
930 
729

414

Since January 1993, all cash payments are made directly to Priekule. Cash 
payments now make up 60% of all sales. Customers are very sensitive to 
price changes. The usual practice is for clients to call various dairy 
producers and obtain the best quote before committing to a specific delivery.

Pricing

As discussed above, pricing policies were all centrally determined. A 15% 
margin above production costs was set by the government. Up until 1993, 
enterprises had no authority to set prices. Domestic pricing decisions are 
now be based on market conditions. In addition, as privatization approaches 
Priekule, it must recognize the impact of various taxes and commissions 
which up until recently were levied on the Liepaja Central Dairy. It will 
now be necessary to incorporate all such costs.

17
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Competitors

415 In the Kurzeme district, Priekule is the only cheese producer and does not 
face any competition. The Valmiera Dairy is the largest cheese producer in 
the country, and is in direct competition with Priekule for the Russian 
cheese market. The Valmiera Dairy competes in terms of volume only, for 
the quality of Priekule's product is generally recognized as superior.

The way forward 

Marketing Strategy

416 The approach to sales and marketing to date has been reactive rather than 
pro-active. Domestic trading has, if anything, been simply order taking and 
distribution rather than marketing. Against this background of changing 
markets, growing competition and economic restructuring, Priekule is 
examining its sales and marketing strategy.

The key elements of the strategy must be to:

Increase advertising
- print media
- shop promotion
- attendance at trade shows and exhibitions 

Introduce new products
- introduce new skim milk cheeses 

Introduce packaging
- a variety of new package sizes

In the short term, the basis for growth will be in developing new products 
for existing markets. The strategy will be two fold. Firstly, Priekule 
should develop new products such as skim milk cheese with caraway seeds 
and skim milk cottage cheese. Secondly, they should introduce different 
package sizes. Currently, butter and cheese is produced in 250 g and 2 kg 
blocks. By introducing smaller portions, Priekule hopes to increase sales 
particularly in areas such as the hospitality industry.

417 In the short- to medium-term Priekule will strive to develop contracts in the 
ex-Comecon market.

418 The production of skim milk and caraway cheese will not involve any 
additional technology. The limiting factor will be the continuous supply of 
milk and the ability to sell the primary butter product.

18
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SUPPLIES AND OPERATIONS

Dairy Production

501 Priekwle currently processes approximately 145 tons of milk daily. This 
produces 7-8 tons of butter, 3 tons of cheese, and 80 tons of skim milk and 
whey. One of the largest problems Priekule faces is associated with 
disposing of the excess skim milk. Farmers are now obligated to purchase 
skim milk back in proportion to their milk deliveries. Under current 
arrangements, milk deliveries by the farmers determine how much they 
produce. Priekule is under pressure to purchase all milk delivered in its 
zone as a state-owned company. This includes excess purchases made by 
the Liepaja Plant. This requirement imposes serious limitations to any 
production strategy; however, following privatization, this requirement will 
be lifted.

502 Priekule1 s supplies of milk have been from the following sources: 

TABLE 6

Source

Farmers in Liepaja 
Statutory Company Liepaja 
Liepaja Central Dairy 
Saldus Dairy 
Kuldiga Dairy 
Aizpute Dry Milk

1991 
(tons)
10,259 
11,454 
9,521 
18,104 
12,248 

430

1992 
(tons)
2,654 
26,953 
5,271 
19,009 
19,405 

240

1st Quarter 1993 
(tons)
4,985 

861 
185 
171 
134
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UNAUDITED FINANCIAL STATEMENTS

AND

NOTES TO THE FINANCIAL STATEMENTS

General Notes & Enterprise Specific



UNADOPTED

PRIEKULE DAIRY ENTERPRISE 
Balance Sheet

Balances at December 31st 
(LVR in thousands)

ASSETS

Current Assets 
Cash
Short term investments 
Accounts receivable 
Inventory 
Other 
Total Current Assets

Fixed Assets
Assets under construction
Other Long term Assets

TOTAL ASSETS

LIABLITIES AND EQUITY

Current Liablities 
Accounts payable 
Other short term payables 
Other 
Total Current Liabilities

Long Term Debt 

Total Liabilities

Equity
Capital & retained earnings 
1992 Revaluation reserve 
Total Equity

TOTAL LIABILITIES & EQUITY

1991

0
0

851
4,067

0

4,918

947
0
0

_ 5,865

3,617

0
17

3,634

0

3,634

2,231
0

_ 2,231_

5.865

1992

89
0

10,998
65,560

0

76,647

4,139

0
0

80,786

49,290

0

70
49,360

0

49,360

28,729
2,697

3JL.426

80.786

1st Quarter
1993

648

21,810
0

46,401
0

68,859

947
0
0

69,806

60,076
0

97

60,173

0

60,173

16,361

17,720
34,081

94.254

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

PRIEKULE DAIRY ENTERPRISE 
Income Statement

For year ended December 31 st 
(LVR in thousands)

Sales
Less: Turnover Tax 

Net sales

Less: Cost of Goods Sold 

Gross profit

Other Income
Less: Other Expenses 

Net Other Income

PROFIT (LOSS)

Taxes

NET PROFIT (LOSS)

1991 1992

43,320 383,424
0 0

1st Quarter 
1993

100,149
0

43,320 383,424 100,149

45,953 350,233 96,507

(2,633) 33,191

4,761
1,150

0
1,161

3,611

978

0

(1,161) 

32,030 

0

978 32,030

The accompanying notes to the financial statements are an integral part of this document.

3,642

0
2,940

(2,940) 

702 

0

702
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FINANCIAL STATEMENTS

SUMMARY

The financial statements of the enterprise have been reformatted 
into a standard western format. The scope of this project did not 
include the restatement of the accounts in accordance with 
International Accounting Standards (IAS). As such, no adjustments 
to management's representation of financial information have been 
made. Nor has this compilation of financial information included 
any audit or due diligence efforts that in any way expresses an 
opinion on the financial information presented.

This effort has:

1) reformatted the enterprise's existing accounts into asset, 
liability, equity, revenue and expense categories;

2) eliminated entries which represent double counting of 
accounts;

3) compiled balance sheets and income statements, based on the 
existing Latvian accounts and management representations, as 
of and for the year ending December 31, 1992, and, when 
possible, for the year ending December 31, 1991, (the 1990 
financial statements have not been included in this report) ;

4) included interviews of the enterprise's management and 
accounting staff, which, along with the Latvian financial 
statements, are the basis of the notes to the financial 
statements for individual enterprises;

5) included interviews of Ministry of Agriculture personnel and 
management personnel from other Latvian dairy and bakery 
enterprises, which are the basis of the general notes to and 
background on Latvian accounting practices and financial 
statements included in this document; and

6) not added accounts omitted from the Latvian financial records 
which represent balance sheet and income statement entries 
necessary to meet IAS principles and more fairly present the 
financial position of the enterprise;

The financial information presented contains many limitations and 
issues which impact the content of the information, its 
comparability to other enterprises and other time periods, and the 
interpretative and analytical value. The major constraints and 
issues impacting the enterprise's financial statements are 
highlighted in the notes (general and enterprise-specific) to the 
financial statements, which are considered an integral part of this 
document.



NOTES TO THE FINANCIAL STATEMENTS
GENERAL

(Also See Enterprise Specific Notes)

LATVIAN ACCOUNTING PRACTICE

The following analysis sets out the basis on which the 
enterprises' financial statements are prepared and highlights the 
differences between Latvian and international standard accounting 
practice.

The analysis has been based on interviews with the accounting staff 
at the enterprises and The Ministry of Agriculture.

The laws on "Accounting" and "On Annual Reports" govern accounting 
practices in Latvia as of January l, 1993. They are based largely 
on priciples set out by the Fourth Directive of the EC and the 
Danish accounting law in particular.

FINANCIAL STATEMENTS

The preparation of financial statements in Latvia is not in 
accordance with International Accounting Standards (IAS). The 
fundamental accounting concepts are only partially observed:

  Going concern - all enterprises are correctly assumed to 
be going concerns and are accounted for on the basis that 
they will continue to trade with the current scale of 
operations.

  Consistency - books and records are kept using accounts 
which record the enterprise's activities and transactions 
which form categories of assets and liabilities. 
Although accounting policies are applied consistently 
during a given year, the past three years have been 
characterized by changes in government policy and 
directives as to form and content of financial reporting 
and accounting treatment of transactions.

In particular, the accounting formats changed between
1990 when they were prepared under the Soviet system, and
1991 when statements which were prepared under the 
Latvian system. The format was changed once more in 
1992, although not as significantly. No analysis is 
provided in the accounts to show the effects of these 
changes. The 1993 accounts and financial statements have 
also changed significantly from 1992, in an effort to 
more closely adapt to IAS.

  Accruals - accrual accounting was only introduced for the 
year ended December, 1992. Prior to this the basis used



was similar to a double entry form of cash accounting 
with some adjustments for prepayments. The changes 
initiated in 1992 do not reflect a full accrual basis, 
some aspects may still be considered a modified cash 
basis of accounting.

Prudence - the financial statements do not reflect a 
conservative view of the affairs of the enterprise. No 
provisions are made to reflect irrecoverability of debt 
or other reductions in the value of assets.

The profit and loss information provided does not fully reflect the 
profit or loss generated or the amount transferred to r«serves. 
The net profit figure does not take account of items such as 
interest paid, employee bonuses, and depreciation of certain asset 
categories and thus overstates the profit. Detailed expense 
information, ie analyzing expense categories included in cost of 
goods sold, is not included in the Latvian financial statements and 
therefore excluded from the reformatted financial statements.

Many different funds and reserves are maintained for a variety of 
purposes with the result that almost all transactions require 
transfers to be made to or from reserves in a manner which is not 
consistent with IAS.

As noted above, the financial statements are not comparable as a 
result of changes in format, asset revaluations which have been 
made, and the rapid inflation during the period.

As a result, it is difficult to assess a Latvian enterprise based 
on its financial statements. The only review of books carried out 
is one by tax authorities to ensure the compliance and accuracy of 
tax computations.

The financial statements provide evidence that books have been 
maintained. They do not necessarily reflect a true and fair view 
of the financial position of all of the enterprise's assets and 
liabilities, or that the revenue and expenses represent 
maintainable earnings.

The significant divergences from international accounting practice 
would make it difficult, for an unqualified audit opinion to be 
rendered for the periods represented, if such an avdit of the 
financial statements was attempted.

ACCOUNTING POLICIES

Vie set out below details of accounting policies for significant 
classes cf asset and liability.



Fixed Assets

All state enterprises revalued their fixed assets at 1 January 
1992, in accordance with Government regulations. The different 
categories of asset were revalued according to published 
revaluation coefficients to reflect the deterioration in value 
caused by high rates of inflation.

The following coefficients were generally used for classes of 
assets purchased prior to 1989 for the 1 January 1992 revaluation:

Motox- vehicles 
Instruments 
Machinery 
Imported Machinery

3.5 
2.5 
2.5 
5.0

Additional revaluations took place at 1 January 1993. The following 
coefficients were determined by government regulation:

Assets purchased prior to 1990 10.0
Assets purchased during 1991 3.0
Assets purchased during 1992

Accumulated depreciation was adjusted in proportion to the change 
in fixed asset values. The revaluation surplus was credited to the 
statutory fund rather than being maintained in a separate reserve.

The method adopted for revaluations does not reflect the IAS 
practice on revaluation of assets, although in some way it reflects 
the change in value caused by inflation. No account is taken of 
the replacement cost of the assets, of their physical condition nor 
of any changes in the remaining useful life of the asset.

Depreciation

Depreciation rates are on average lower than those used in Western 
Europe and the US. Many items which would be considered small 
replacements or consumables are included as assets and depreciated 
over 1 or 2 years. Examples of the depreciation rates used are as 
follows:

Asset

Buildings 
Trucks 
Computers 
Machinery

- city use
- country use

Asset Life 
# of years

84 to 100 
7-14 

14

10
12

Annual Rate of 
Depreciation

1%
7-14% 

7%

10% 
8%

\



Office furniture with a value of less than 5,000 Latvian 
Rubles (LVR) are included as fixed assets, but not 
depreciated.

Depreciation is calculated monthly on a straight line basis 
commencing in the month of acquisition.

The definition of a capital asset is any item exceeding a specified 
cost. This threshold can be very low, for example 5,000 LVR for 
dairies. As a result, there a large number of very low value items 
being included as assets rather than being expensed. These items 
are usually included as part of inventory. 50% of their value is 
written of when used, while the remaining 50% is written off on 
disposal. Assets under construction are recorded separately and 
are not depreciated until completed and put into operation.

Accounts Receivable

Accounts receivable are generally overstated. Amounts owed to the 
enterprise are included at full value with no adjustment made for 
bad or doubtful accounts. Until recently, the incidence of bad 
debts was so low that such provisions were not required. Detailed 
debtor ledgers are maintained and usually updated monthly, however 
no credit control is exercised.

With the privatization of some entities, former state debts are 
dismissed, leaving the enterprises to deal with government rather 
than the original debtor entity.

Inventory

Stocks are valued at cost with no provision for diminution in value 
or obsolescence. Many stock levels will be significantly 
overstated in the accounts. Stock ^vels are further misstated 
when consumables or small replacemen s are included in the asset 
line.

Reserves

The statutory fund and other reserve funds are used to reflect a 
variety of transactions. There are frequent transfers between 
funds which would not be possible under IAS. Thus for example, the 
purchase of a fixed asset requires the transfer of appropriated 
funds from a fixed asset fund to the statutory fund. There is no 
equity or share capital on the Latvian financial statements. For 
purposes of this analysis, the reserves which appear equivalent to 
equity have been classified as such on the reformatted financial 
statements.



 
Subsidies

Subsidies received from the state are not reflected in the income 
or prof it/ loss of the enterprise. The accounting treatment used 
results in an increase in reserves reflecting the amount of 
subsidies received even though the subsidies are for operating 
costs. Under IAS such amounts would be treated as income.

Liabilities

The principal categories of liabilities included in balance sheets 
are taxation and accounts payable. Liabilities for bank loans or 
other long term loans essentially did not exist.

Accounts payable balances are principally for suppliers. As with 
accounts receivables, any evaluation of the likelihood of payment 
or the period in arrears was not made.

Financial Planning

There are currently no financial forecasts or budgets prepared by 
the enterprises. This is partly because of the difficulty of 
forecasting in such a rapidly changing economy and partly because 
plans are considered to be a feature of the old regime and 
therefore no longer required. There is little understanding of the 
importance of budgeting for the overall financial control of an 
enterprise. Previously, all planning was centrally performed and 
given to the enterprises.

Enterprises currently are in the process of preparing privatization 
plans, and are preparing plans and future strategies for the first 
time. Some enterprises are in the preliminary stages of such 
planning, while others are more advanced and are being valued, and 
are near submission of these plans to the Ministry of Agriculture.

Internal and Accounting Controls

A review of internal and accounting controls was not within the 
scope of this review. All amounts presented are management 
representations .

Other Information

As previously stated, the enterprises have been operating in 
rapidly changing market and economic conditions. Extreme 
inflationary conditions began in 1991 and continued through 1992. 
Monthly inflation rates, based on the retail price index, were as 
high as 56.4% in January of 1992, the 1991 annual rate was 262%. 
In May of 1992, the inflation rate compared to May of 1991 was 
639%. Inflation had diminished by December of 1992.



Similarly, currency values have also been fluctuating. Comparisons 
to the US dollar from the Bank of Latvia are presented below.

Annual Rate 1991 
December 1991 
October 1992

US$ expressed as LVR

0.05821 
103.5 Buy 
180 Buy

120.55 Sell 
191 Sell



Notes to Financial Statements - Enterprise Specific 
Priekule Dairy Enterprise

Note 1 - Significant Accounting Principles

As stated in more detail in the general notes and summary, 
Priekule Dairy Enterprise (Priekule), like other Latvian 
enterprises, during 1992 managed its accounts and financial 
reporting according to Republic regulations and guidelines. 
As such, Priekule did not employ a full accrual basis in 
recording assets and liabilities or in the recognition of 
income or realization of expenses during 1992 or 1991. The 
handling of accounts may be considered a modified cash basis 
with some accrual accounting in accordance with Latvian 
accounting practices and regulations in effect during the 
periods presented.

Until 1993, Prikule was managed by the Liepaja Central 
Dairy Plant. This entity effectively controlled the day to 
day management of Priekule. All payments, receipts and cash 
balances were authorised and controlled by Liepaja.

The management at Priekule did not have relevant information 
to prepare a Profit and Loss statement or a complete Balance 
Sheet. The financial statements presented below have been 
prepared by combining information held by both Priekule 
and the Liepaja Central Dairy Plant.

Fixed Assets are carried at historical cost and depreciated 
over the useful life (as prescribed by Latvian regulations) 
using the straight line method. However, fixed assets were 
revalued according to Latvian regulations on both January 1st 
of 1992 and 1993. The basis and coefficients employed in 
revaluation are discussed in more detail in the general notes 
to the financial statements.

Land (property) values were not recorded on enterprise 
financial statements in Latvia during any of the years 
presented.

A cash flow statement is not included in the financial 
statements presented, as the 1992 and 1991 Latvian accounts 
were not conducive to its preparation. As discussed above,all 
cash balances held in Latvian currency (LVR), hard currencies 
(e.g. DM, US$), or other currencies (e.g. Russian, Georgian), 
were held and controlled by Liepaja Central Dairy Plant, and 
do not appear in the accounts of Priekule. Exchange gains and 
losses are included in the accounts of the Central Dairy 
Plant.



Note 2 - Accounts Receivable

Accounts Receivable for Priekule includes the following in 
thousands of LVR at December 31st:

Type of Accounts Receivable

Trade Accounts Receivable

TOTAL

1992

10,998

10,998

1991

851

851

Priekule did not record any allowance for bad debts to reduce 
the amount of the reported accounts receivable. According to 
management, they have approximately 2.5 million LVR in overdue 
and uncollectible receivables from both enterprises and the 
Russian army. They have represented that all other receivables 
will be collectible. During 1992, nearly all sales were 
credit sales paid directly to the bank account of the Liepaja 
Central Dairy Plant. From 1992,approximately 40% of sales are 
credit, the other 60% is paid in cash directly to Priekule. 
Under new regulations, Latvian enterprises are allowed to 
collect fines from debtors for late payments.

Note 3 - Inventories

Inventories appear to be accounted for on an average price 
basis. An allowance for loss or spoilage is not recorded by 
the enterprise, nor does the carrying amount of inventory 
necessarily reflect itrs net realizable value of the inventory.

Note 4 - Fixed Assets

Fixed assets are generally carried at historical cost, as 
previously noted, except for the revaluations which have 
occurred in 1992 and 1993. Depreciation is expensed and 
accumulated on a straight line basis using the asset category 
useful lives as prescribed by regulations (see general notes 
for examples). Typically, the useful life of an asset, under 
Latvian regulations, is significantly longer than the life 
considered appropriate by Western standards.

The following table displays the gross book value of fixed 
assets, accumulated depreciation, and net book value at 
December 31, 1991, after revaluation at January 1, 1992, and 
at December 31, 1992 for Priekule. Amounts are expressed as 
thousands of LVRs.



Fixed Asset - Gross

Less: Accumulated 
Depreciation

Net Fixed Assets

12/31/91

2,538

1,591

947

1/1/92

9,880

6,236

3,644

12/31/92

10,523

6,384

4,139

In the fixed asset category as presented on the financial 
statements, apartment buildings are included. Under the 
privatization law, such buildings will be removed from the 
assets of the enterprise and privatized separately. 
Consequently, the net book value of assets presented in these 
financial statements may overstate the net book value of the 
assets to be privatized as the dairy enterprise. Included in 
the fixed assets of Priekule at December 1992 is a building 
with a gross value of LVR 5.01 million and a depreciated value 
of LVR 3.94 million.

Also see Note 8 regarding restitution claims.

Note 5 - Taxes

Priekule is subject to various taxes as an enterprise under 
Latvian regulations. The major taxes and the basis of the 
taxes assessed are outlined below. We have been advised that 
turnover tax was applicable only from October 1992. Income tax 
was not levied. Again, all tax payments were administered by 
the Liepaja Central Dairy Plant.

Type of Tax

Turnover Tax
Income Tax
Charity Tax
Other ft Property Taxes
Social Tax

Tax Base

Sales (Oct'92) 
Profit (n/a).. 
Profit 
Profit 
Payroll

Percent of Base

6
35
10
5

37

Note 6 - Credit Disclosures

Priekule's financial statements include only current 
liabilities, which include taxes payable, trade payables to 
suppliers, accrued salaries, and other rents, etc. They do 
not represent to have any bank loans or long term debt, which 
is consistent with other Latvian enterprises, due to the 
banking system which currently does not extend such types of 
credit.



However, it should be noted, that Priekule and Liepaja had 
inter-enterprise balances which were transferred to reserves 
at year end. As a result, the extent of any potential 
liability was not disclosed. Additionally, neither Priekule's 
share of government credits (granted directly to Liepaja) nor 
any interest component are disclosed in the accounts of 
Priekule.

Note 7 - Equity Disclosures

Priekule is currently a state enterprise. Equity on the 
balance sheet has been segregated to show separately the 
amount of equity which is the result of increases realized due 
to fixed asset revaluation at January 1, 1992, and the total 
amount of equity associated with capital, retained earnings, 
and perhaps previous revaluations.

As noted previously, an inter-entity account between Priekule 
and Liepaja was used to clear transactions between the two 
entities. At year end this account was cleared to reserves. We 
have not been able to determine the exact nature of this 
account nor quantify the balance included in reserves for the 
years ended December 1991 and 1992.

Note 8 - Contingent Liabilities

As is the case with all Latvian enterprises involved in 
privatization, potential claims may exist in regard to 
restitution to the pre-1941 land or building owners. 
According to Priekule's management,the site is on private 
land.There has been one claim by a former owner who apparently 
had significant interests in the entire town. Management 
advise us that the municipal council has already made 
arrangements to compensate the claimant in this case. No 
liability reserves for potential future claims have been 
included in the financial statements.

Note 9 - Other Notes

As stated in the general notes to the financial statements, 
Latvia has been in a transitional environment. Priekule's 
operations and therefore financial statements have been 
impacted by such pressures as periods of high inflation, 
significant demand shifts due to price liberalization and 
lifting of subsidies, dramatic policy and regulation changes 
involved in the shift from socialism to capitalism, and 
fluctuating currency valuations. As such, the financial 
statements presented have significant limitations as to 
analytical value in comparing between time periods and between 
enterprises. The notes have merely presented and outlined the 
major factors and conditions underlying the financial



PRIEKULE DAIRY ENTERPRISE 
Forecast Profit & Loss Details for 1993

LVR (in thousands)

Gross Profit

Butter 
Cheese 
Skim Milk & Whey

Other Income 
Less Other Expenses 
Net Other Income

Profit (Loss)

Taxes

Net Profit (Loss)

Year ended 
Dec. 1992

28,395

-22,022 
48,805 

1,612

23,941

4,454

1,559

2,895

1stqt 
1993

-9,469

-15,574 
8,660 

-2,555

3,990

-13,459

0

-13,459

2nd qtr 
1993

9,228

5,650 
3,341 

237

4,205

5,023

1,758

3,265

3rd qtr 
1993

4,346

2,567 
1,671 

108

4,113

233

82

151

4th qt 
1993

-8,054

-3,507 
-4,429 

-118

3,124

-11,178

0

-11,178

Year ended 
Dec. 1993

-3,949

-10,864 
9,243 

-2,328

15,432

-19,381

0

-19,381

Note:

Other Expenses:

Interest 
Selling Costs 
TOTAL

year ended 
Dec. 1992

13,941 
10,000 
23,941

1st qt 
1993

1,890 
2,100 
3,990

2nd qtr 
1993

882 
3,323 
4,205

3rd qt 
1993

882 
3,231 
4,113

4th q 
1993

882 
2,242 
3,124

year ended 
Dec. 1993

4,536 
10,896 
15,432

\



PRIEKULE DAIRY ENTERPRISE 
Forecast Profit & Loss Details for 1993

LVR (in thousands)

BUTTER

Revenue

Less Turnover Tax
Less Production Expenses

Milk Purchases
Transportation
Heating
Consumables
Wages
Social Security
Repairs & Maintenance
Administration

Total Production Expenses
Gross Profit Butter

Year ended

Dec. 1992

235,543

0

240,758
7,364
3,490
3,919

102
245
279

1,408

257.565
-22.022

1st qtr

1993

63,630

3,817

50,229
3,246
1,100

782
208

81
245
988

56.878
2.935

2nd qtr

1993

94,163

5,649

81,255
2,691
1,496
1,496

522
133
133
788

88.513
1

3rd qtr

1993

85,568

5,134

76,195
2,523
1,403
1,403

490
125
125
739

83.001
-2.567

4th qtr

1993

38,964

2,337

38,988
1,291

739
718
251
64
64

378

42.493
-5.866

Year ended
Dec. 1993

282,325

16,939

246,667
9,751
4,738
4,399
1,471

402
566

2,892

270.836
-5.500

Note: Actual 1st quarter 1993 production expense figures used



PRIEKULE DAIRY ENTERPRISE 
Forecast Profit & Loss Details for 1993

LVR (in thousands)

CHEESE

Revenue

Less Turnover Tax
Less Production Expenses

Milk Purchases
Transportation
Heating
Consumables
Wages
Social Security
Repairs & Maintenance
Administration

Total Production Expenses
Gross Profit Cheese

Year ended
Dec. 1992

115,346

0

56,281
3,309
2,327
2,204

94
401
394

1,531

66.541
48.805

Istqtr

1993

33,968

2,038

23,578
1,224
1,228

244
634
247
525
668

28.348
3.582

2nd qtr
1993

55,685

3,341

48,052
1,591

885
885
309

79
79

466

52.344
0

3rd qtr

1993

55,685

3,341

49,585
1,642

913
913
319

81
81

481

54.014
-1.670

4th qtr
1993

49,210

2,952

49,241
1,631

933
907
317

80
80

477

53.666
-7.408

Year ended
Dec. 1993

194,548

1 1 ,672

170,456
6,088
3,958
2,948
1,579

487
765

2,092

188.372
-5.496

Note: Actual 1st quarter 1993 production expense figures used

 <$>



PRIEKULE DAIRY ENTERPRISE 
Forecast Profit & Loss Details for 1993

LVR (in thousands)

SKIM MILK & WHEY

Revenue

Less Turnover Tax
Less Production Expenses:

Milk Purchases
Transportation
Heating
Consumables
Wages
Social Security
Repairs & Maintenance
Administration

Total Production Expenses
Gross Profit Milk & Whey

Year ended

Dec. 1992

17,723

15,634
0

306
0
8

34
7

122

16.111
1.612

1 st qtr

1993

2,551

153

3,232
0
0
0

14
5
0

29

3.280
-882

2nd qtr

1993

3,954

237

.3,412
113
63
63
22

6
6

33

3.717
0

3rd qtr

1993

3,609

216

3,214
106

59
59
21

5
5

31

3.501
-108

4th qtr

1993

1,311

78

1,312
43
25
24

8
2
2

13

1.429
-196

Year ended

Dec. 1993

11,425

684

11,170
262
147
146

65
18
13

106

11.927
-1.186

Note: Actual 1st quarter 1993 production expense figures used



NOTES TO THE FORECAST PROFIT AND LOSS

1. The profit and loss and balance sheet forecasts have been calculated by combining the 
information available at Priekule and Liepaja Central Dairy Plant (Liepaja).

2. Prior to 1993, cash and bank accounts were centrally administered by Liepaja.
Effectively, an inter-entity account was used with the balance, usually a payable, being 
transferred to the Statute Fund at year end.

3. Items not disclosed in the Latvian Statutory profit and loss or balance sheet:

• amounts due to Liepaja principally for payments to milk supplier. These amounts are 
not disclosed as liabilities as the amounts are transferred to reserves (statute fund at year 
end).

The undisclosed liability at 31 December 1991 and 1992 was LVR 86,000, LVR 25 
million respectively. Unusually, for the 1st quarter of 1993, a receivable was due from 
Liepaja of LVR 21.8 million for dairy products purchased by Liepaja. This receivable 
has been disclosed.

• Priekule's proportional share of repayable loan credits received by Liepaja are not 
disclosed in the balance sheet. Interest payments have not been accounted for in the profit 
and loss. The amounts not disclosed in the statutory Latvian accounts were as follows:

Credit amount

Interest

Interest rate

1991
LVR '000

1,154

11

1%

1992
LVR'OOO

10,016

13,941

120%

1993 1st
quarter 
LVR'OOO

8,401

1,890

90%

The interest rate at June 1993 of 42% has been used to estimate the interest expense 
applicable for the remainder of the year of LVR 882 per quarter.



• A selling and administration fee is charged by Liepaja at a rate of 2.3 % on total 
production costs. The amounts not disclosed in the statutory account were as follows:

1991 LVR 2.4 million, 1992 LVR 10 million , 1st quarter 1993 LVR 2.1 million. 

A fee rate of 2.3 % has been used to estimate the fee payable in each quarter of 1993.

• Government subsidies received in 1991 of LVR 4.7 million were not disclosed in the 
Latvian statutory accounts. The subsidy ceased to be payable after 1991.

• From October 1992, Liepaja was subject to turnover tax. Priekule's share of that tax 
has not been included in the accounts.

'



ASSUMPTIONS

Milk processing and production

The following table provides an analysis of milk processing and production levels for 
1992 and 1993:

Minimum level of milk processing 
normally during January (tons)
Maximum level of milk processing 
Juring period May/June (tons)
Milk purchases 1st quarter (tons)
Butter production 1st quarter (tons)
Cheese production 1st quarter (tons)
Skim milk and whey production (tons)
Butter sales 1st quarter (tons)
Cheese sales 1st quarter (tons)

Skim milk and whey sales (tons)

1992

153

274

13,380

500

249
1157

473
255

1,157

1993

88

145

6,336
222

157
747

201

183

543

% 
change

(42) |l

(47)

(53)

(56)

(37)
(35)
(57)

(28)

(53)

The downward trend in milk purchases, and production of all dairy products reflected 
in the first quarter of 1993 is expected to continue for the remainder of 1993.

We anticipate that total milk purchases will fall by 47% from last year's purchase of 
62,516 tons to approximately 33,000 tons.

Prior years trends of higher milk purchases and production during the summer months 
is expected to continue, despite the significant drop in prices paid to milk suppliers.



Quarterly milk purchases and production figures for 1993 are anticipated to be as 
follows:

QUARTER

1st quarter
2nd quarter
3rd quarter
4th quarter
Full year

1992

MILK 
PURCHASES 
(TONS)

6336

10890
9900
5410

32536

62516

BUTTER 
PRODUCED 
(TONS)

224

363
330
150

1067
2454

CHEESE 
PRODUCED 
(TONS)

157

260
260
230
729

1039

SKBM 
MILK/ WHEY 
PRODUCED
(TONS)

474

1318
1203
437
2607

7705

3. Production costs

li is assumed production costs will remain in the same proportion to total costs as for the 
year ended 31 December 1992, with the exception of milk purchase cost and heating 
costs.

Production costs as a percentage of sales are estimated to be 94%, 94%, 97% and 
109% for the lst,2nd,3rd and 4th quarters respectively.

Production costs for cheese, butter and skim milk/whey production for the year ended 
31 December 1992 can be analyzed as follows:



ASSUMPTIONS 
NOTE 3

PRIEKULE DAIRY ENTERPRISE 
PRODUCTION COSTS

LVR (in thousands)

'i

Costs

Milk
Transportation
Heating
Consumables
Wages
Social Security
Repairs
Administration

Total

 Total Production Costs

1992

439,329
15,129
5,240
5,409
3,121
1,145
1,781
5,813

476,972

Istqtr 1993

77,039
4,470
2,328
1,026

856
333
770

1,685

88,507

Costs as % of Total

1992

92.11
3.15

1.8
1.8
0.6
0.2
0.2
0.9

100.00

Istqtr 1993

87.04
5.05
2.63
1.16
0.97
0.38
0.87

1.9

100.00

*Total production costs for all products including those not sold



ASSUMPTIONS 
NOTE 3

PRIEKULE DAIRY ENTERPRISE 
Production Costs
LVR (in thousands)

Costs

Milk
Transportation
Heating
Consumables
Wages
Social Security
Repairs
Administration

Total

1992

75,931
4,607
1,729
1,790
1,653

607
931

2,302

89.554

CHEESE

% qtrl 93

18.08 23.578
31.61 1,224
38.15 1,228
36.29 244
46.39 634
59.68 247
58.33 525
49.33 668

28.347

BUTTER

% 1 992

30.61 323.721
27.38 9,967
52.75 2.602
23.78 3,143
74.07 1,814
74.17 374
68.18 664
39.64 2,279

344.564

%

77.09
68.39
57.41
63.71
50.91
36.77
41.60
48.83

qtrl 93

50,229
3,246
1.100

782
208

81
245
988

56.878

%

65.20
72.62
47.25
76.22
24.30
24.32
31.82
58.64

SKIM MILK & WHEY

1992

20,279
0

202
0

97
37

1
88

20,704

%

4.83

4.46

2.72
3.34
0.63
1.89

qtrl 93

3,232
0
0
0

14
5
0

29

3,280

Total
Production

% Costs 1 992

4.20 419,931
14,574
4,532
4,933

1.63 3,563
1.51 1,017

1,596
1.72 4,667

454.822

Total 
Production
Costs
1st qtr 1993

77,039
4,470
2,328
1,026

856
333
770

1,685

88.507



4. Specific Costs

• Milk Purchase Costs

The purchase price of all three grades of milk rose significantly in 1992 due to inflation. 
During the last three months of 1992 milk purchase prices rose from an average (of all 
three grades) of eight rubles per ton in August to 17.3 rubles per ton in November.

The movement in the actual and estimate purchase price of the three grades of milk 
during 1993 is detailed below (in Latvian rubles per ton):

QUALITY

Highest

Grade I
Grade II

1-15 
APRIL

20
17

15

16-30 
APRIL

16
14

13

MAY

14

12

11

JUNE

11
10

9

JULY- 
SEPT.

11

10

9

OCT.- 
DEC.

16
14

13

During the winter months we anticipate the contraction in the supply of milk by 
producers to raise milk purchase prices to April 1993 levels (an average of 14 rubles per 
ton).

• Transport

Transport costs include principally vehicle hire costs, driver wages and collection station 
repairs. Although we anticipate fuel costs to fall, we believe as a percentage of total 
costs, supply costs will remain at approximately 3.1 %.

• Heating

Heating costs have been assumed to increase to 3.0% of total costs in the last quarter of 
1993.

• Sales

As noted above, we anticipate both butter and cheese production to fall by approximately 
47%. We have assumed, however, that butter sales will be 36% above production levels, 
as a result of increased marketing and promotion. Our aim is to reduce our stock of 
butter held in warehouses by year end to acceptable levels. Cheese sales to year end 
should approximate production levels.



Current sales prices are assumed for the remainder of the year. These are

Butter 180 rubles/kg + 6% turnover tax = 191 rubles/kg
Cheese 175 rubles/kg + 6% turnover tax = 185 rubles/kg
Skim Milk/Whey 3 rubles/kg (+6% turnover tax) = 3 rubles/kg

6. No adjustments have been made for inflation effects.
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UNAUDITED

PRIEKULE DAIRY ENTERPRISE 
Balance Sheet (Bilance)

Line
Nos. Assets (Aktivs)

31 Dec 1991 31 Dec 1992 1 Jan 1992

010 Fixed Assets
020 Intangible Assets
030 Assets under construction
035 Assets not ready for use
040 Long term investments
050 Current year profit/offset 500 or 510
065 Amounts due from members
070 Other receivables
080 Current year loss/offset 500 or 510
090 Total - check

100 Raw Materials and consumables
110 Work in progress
120 Work in progress
130 Prepaid expenses
140 Finished goods
150 Finished goods
160 Other inventory
170 Total
171 Goods in transit

200 Cash on hand
210 Cash in bank
220 Hard currency accounts
230 Other bank accounts
240 Other bank accounts
250 Short term investments
270 Bank loan monies rec'd
300 Trade accts receivable
310 Bills of exchange
320 Payments in advance
325 Tax overpayments rec'ble
330 Other debtors
340 Employee loans
350 Social welfare expenses
360 Other receivables
370 Total - check

390 Total - check

2,538 10,523 9,880

2,538 10,523

503
3,629

5,771
59,896

4,132 65,667

89

851 10,998

The accompanying notes to the financial statements are an integral part of this document



UNAUDITED

PRiEKULE DAIRY ENTERPRISE
Line
Nos. Liabilities (Pasivs)

400 Statutory fund
410 Accum depreciation
420 Depreciation consumables
430 Investment financing
440 Other payabtes
445 Obligations to members
450 Financing reserve
460 Vaccation accrual
470 Amortization & Repairs
480 Payments received in advance
490 Unrealised profit on sales
500 or 510 Profit
520 Total - check

600 Short term payables
610 Medium term payables
620 Long term payables
630 Overdue loans!
640 Short term loans
650 Long term loans
660 Total - check

700 Accts payable - goods
710 Bills of exchange
720 Payments received in advance
730 Taxes payable
735 Privatization expenses
740 Social pension tax
750 Accured salaries
760 Olher payables
765 Employee loans
770 Olher
780 Total - check

800 Total - check

31 Dec 1991 31 Dec 1992 1 Jan 1992

2,231
1,591

65

17

3,904

3,542

21

1
53

31,426
6,384

107

70

4,928
6,236

37,987

48,566

78

2
644

Fixed asset movement 
Accumulated Dep 
Difference Net Assets 
Statutory Fund movement

Calculation

The accompanying notes to the financial statements are an integral part of this document



UNAUDITED

PRIEKULE DAIRY ENTERPRISE 
Income Statement (Finansu Rezultanti)
Line 
Nos.

010 Revenue from goods sold
020 Turnover tax
030 Sales less tax - check
040 Product and period costs

050 Profit - check
060 Other sales results
070 Non  sales operations
071 Investment Income
080 Profit and loss totals

090 Net profit   check

100 Non taxable Income
101 Value of stock sold

1992 1992 1991 
Revenues Costs Revenues

383.424

1991 
Costs

43.320

383.424 43.320
350,233 45.953

33,191 (2,633)

1,161 4,761

33.191 1,161 2,128 
32,030 978

1,150

1.150

Use of Profits Statement 1992 
(Pelnas Izlietosana)

200 Income tax expense

210 To reserves
220 To capital funds
221 To the investmemt fund
230 To dMdends
240 To previous year's losses

250 Donations
260 Other

Uses of profits - check

1992

221 Is subset of 220

Use of Profits Statement 1991 
JPelnas Izlietosana)

200 Income tax expense
210 To reserves
220 Production Development
230 Social development
240 Employee bonus/incentives
250 Donations
260 Other
270 Other

Uses of profits - check

1991

Th* accompanying not*»toth«tlnanclala'atamantl ara an Integral part of Ihla documant.



PRIEKFIX.XLS

Priekule Dairy

Measuring
Instruments
Scale 500
Scale 500
Scale 500
Milk meter
Oscoligraph C '.'55
Milk meter
Other

Total

furnace equipment

Electric station
Boiler
Boiler
Other

Total

Production facilities

Krute creamery
Dunika creamery
Gavieze creaery 
Priekule workshop
Priekule dairy
Other

Total

equipment
water tower
water treatment
chimney
other
Total

Office equipment

Wood procesing.
Carbonated water e.
Tape recorder
Other

Total

year

1984
1986
1990
1989
1988
1988

1960-1990

1987
1971
1985

1971-1987

1910
1925
1937 
1947
1925

1910-1990

1989
1976
1966

and other n

1985
1986
1983

1978-1993

FIXED ASSETS

purchase
price

10837
10220
6175

349809
18668

349806

858071

82300
252500
114678

619815

153356
1166830
1450365 
552440

8389535
5694776

17407302

39673
2648854
630000
783964

4102491

at related to th

37930
19587

1465
253876

312858

%

deprec.
rate

12.5
12.5
12.5

8.4
11.6
8.4

6.2
3.5
4.2

2.5
1.2
2.5 
1.2
1.2

2.2

4.1
5
2

2

e production

8
12.5

8

deprec.

10837
8943
2316

117535
10827

146919

402193

30616
194425
38532

349958

153356
952133

1450365 
304947

6845860
4403062

14109723

6506
2251526

340200
746430

3344662

24275
17148
11727
94873

148023

:ook
value

0
1278
3859

232274
7841

202887

455877

51684
58075
76146

269857

0
214697

0 
247492

1543675
1291722

3297586

33167
22556

289800
412306
757829

13655
2449
2932

145798

161834

deprec.
per month

106
64

2448
180

2448

5563

425
736
401

2058

0
1166

0 
552

8389
5468

15575

135
786

1050
11452
13423

253
204

97
1307
1861

Page 1



PRIEKFIX.XLS

Transport facilities
Tractor
Electrical forklift
Truck for milk tranp.
Asenisation truck
Minibus

Other
Total

dwelling houses

year

1992
1989
1976
1980
1991

purchase
price

533339
135590
144623
125496
76238

3078316

deprec.
rate

13.7
12.5
0.4
0.4

11.8

deprec.

73067
67795

144623
106822

17992

1724752

should not be included in balance sheet for privatisation purposes
total:

Production equipm.
Welding mashine
FBridgerator
Laboratory equipm.
Labaratory table
other
total

Calculators
Total

Equipment
for processing milk.
separator A-1
Pasterizing equipm.
separator 1 0 000 l/h
Butter line
Compresor
Coolingsistem
Milk tank 30 cub.m
Milkpatur.line
others
Total

1992
1981
1979
1985

1990
1991 
1984
1986
1931
1990
1983
1989

.TOTAL ALL ASSETS

5013959

3084
44882
21838
45100

8
8.4

8
8

3158441

91531

120869
202387 

1382896
1745281D

277500
122218

1876073
6471044

30535773
58442170

84915540

13.3
9.3

14.8
9.3
8.3
8.3
9.3
9.3

1068174

247
44882
21838
28864

254032

63698

48227
44643

1382896
11361780

276390
30432

1745306
2407228

28574634
45871536

book
value

460272
67795

0
18674
58246

1353564

3945785

2837
0
0

16236

61811

27833

72642
157744

0
6091030

1110
91786

131367
4063816
4743591

15353086

deprec.
per month

6088
1412

0
0

749

19093

3519

0
0
0

300

854

323

deprec
per year

1339
1568

0
135259

1919
845

14544
50150

132216
337840

66120554 21577443 ,394729

- --     

Page 2



PRIEKFIX.XLS

Priekule dairy

Buildings
Facilities
Equipment
Transport
Inventory
total

Fixed assets on January 1.1993
value

1 7407309
4102491

65150233
3078316

628702
90367051

deprec
14109723
3344662

49185625
1724752
402056

68766818

bookvalue
3297586

757829
15964608

1353564
226646

21600233

Page 3
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COUNTRY DATA - LATVIA

GNP per capita in USD in 1991 

General

3,410

Area (square km) 64,600
Population, 1990 mid-year (thousands) 2,670
Growth rate, 1980-90 (percent) 0.6
Density, 1990 (per square km) 40

Social Indicators
Population characteristics

Crude birth rate, 1990 (per 1,000) 14.2 
Crude death rate, 1990 (per 1,000) 13.0

Health
Infant mortality rate, 1990 (per 1,000 live) 10.8 
Life expectancy at birth, 1990 70.5

Gross Domestic Product

Current Prices 
(million rubles)

Real Growth Rates 
(annual % change)

1990 1991 1990 1991

GDP at market prices 1 2,20 1 .0
Total consumption

Private consumption
Government consumption

Gross domestic investment
Fixed investment
Change in stocks

Net Exports

8,226.0
6,888.5
1.337.5
4,057.0
3.337.9

719.1
-82.0

28,665
16,198
13,249
2,948
9,669

N
N,

2.797

.0

.0

.6

.4

.5
.A.
.A.
.5

-3.5
N
N
N
N
N

.A.

.A.

.A.

.A.

.A.
—
--

-8.3
N
N
N
N
N

.A.

.A.

.A.

.A.

.A.
--
—

Oufpuf, Employment and Productivity

GDPinl991 Employment in 1991 GDP per worker

min RUR % of total thousands % of total rubles % of average

Agriculture
Industry
Services

5,739.0
13,907.0
9,019.0

20.0
48.5
31.5

226.6
433.6
736.3

16.2
31.0
52.8

23.326
32.073
12.244

123.4
156.3
59.7

Total/Average 28.665.0 100.0 1.396.8 100.0 20.522 100.0

Source: Latvia. Transition to a Mmket Economy. The World Bank. 1993



Productivity Comparison, 1989

Commodity Finland Latvis
Democratic Republic 

USSR of Germany

Grain (quintals/ha)
Potatoes (quintals/ha)
Sugar Beet (quintals/ha)
Milk (kg/cow)
Eggs (units/hen)
Feed conversion (pigs)
Inputs
Labor/100 hectares
N/ha
P/ha
K/ha

29.3
219.0
320.3

5,246.0
N.A.

3.2

7.9
100.0
30.0
56.0

23.5
155.0
294.0

3,636.0
219.0

9.8

11.4
91.5
71.4

123.8

19.0
20.0

249.0
2,600.0

N.A.
N.A.

N.A.
N.A.
N.A.
N.A.

44.0
233.6
302.3

3,821.0
220.0
N.A.

8.2
141.3
56.4
94.4

N.A. = not available
Note: N = nitrogen; P = phosphorus; K = potassium

Source: Latvia: Transition to a Market Economy, The World Bank, 1993
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PERCENTAGES OF MILK PURCHASES 
BY "KOMBINAT" DAIRY COOPERATIVES 
(in metric tons)

Name of Enterprise

Riga
Valmiera
Liepaja
Rezekne
Daugavpils
Jelgava
Tukums
Jekabpils
Bauskas
Ventspils
Agrofirma "Koknese"
Kraslava
Aizpute
Preili
Saldus

TOTAL

% Change 
1992-1991

-31.84%
-30.21%
-15.68%
-36.04%
-40.53%
-23.43%
-21.72%
-37.42%
-28.09%
-32.46%
-36.36%
-34.63%
-35.76%
-30.26%
-25.94%

-30.03%

Tons 
1991

122,599
289,334
140,399
264,892

67,948
146,615

65,983
60,437
79,058
28,703
50,152
60,051
36,380
50,580
55,363

1,518,494

% 
Total

8.07%
19.05%
9.25%

17.44%
4.47%
9.66%
4.35%
3.98%
5.21%
1.89%
3.30%
3.95%
2.40%
3.33%
3.65%

100.00%

Tons 
1992

83,563
201.927
118.388
169.427
40,407

112,266
51,654
37.821
56,852
19,387
31,918
39,255
23.369
35,277
41,001

1,062,512

% 
Total

7.86%
19.00%
11.14%
15.95%
3.80%

10.57%
4.86%
3.56%
5.35%
1.82%
3.00%
3.69%
2.20%
3.32%
3.86%

100.00%

Source: The Ministry of Agriculture of the Republic of Latvia



Environmental Assessment of Priekule Dairy

Latvian Agribusiness Privatization Project 
June 12, 1993



1.0 SUMMARY OF ENVIRONMENTAL PROTECTION IN THE REPUBLIC OF LATVIA

This chapter summarizes the current environmental protection 
laws and practices in the Republic of Latvia based on reading of 
Latvia: A Transition to a Market Economy, A World Bank country 
Study, The International Bank for Reconstruction and Development, 
1993 and discussions with personnel from seven dairies in the 
country, three Environmental Protection Committee (EPC) personnel 
in Headquarters, three Regional EPC personnel, and two local 
municipal treatment plant personnel.

The majority of the comments made in this entire report are 
based on translations (from both Latvian and Russian) of either 
written or oral comments. Because of the potential disparity in 
interpretation of questions and answers through the translation 
process, the discussion that follows should be read with that in 
mind.

1.1 Environmental Institutions

The Environmental Protection Committee (EPC) was created by 
the Latvian Supreme Council on June 2, 1990 (after the self- 
declaration of independence) . The Supreme Council both appoints 
the Chairman of and elects members of the EPC. At present, the 
Chairman is Indulis Emsis. The EPC was placed outside of the 
Council of Ministers structure (but at the same level) ; the 
rationale being that the importance of the environment should not 
be lost amid economic priorities. The EPC will be incorporated 
into the parliament shortly after the June 1993 elections, 
including the selection of a minister to head the ministry. As 
such, the future of the EPC is difficult to predict. It is 
expected that few if any of the top officials in the EPC will 
remain in their existing positions. It is likely, however, that 
staff level employees, especially in regional offices, will 
maintain similar responsibilities. Nonetheless, the discussion 
which follows describes the environmental laws, EPC policy, and 
general environmental protection attitudes. The reader is warned 
that significant changes may occur upon entrance of the EPC into 
parliament.

The EPC is divided into technical and enforcement 
subdivisions. The technical section is headed by the first vice 
chairman and sets policy and standards while   the enforcement 
section is headed by the chief inspector and implements the legal 
mandates in the field, including levying penalties and taxes. Nine 
regional committees and other state institutions assist with the 
implementation of these requirements.

Environmental organizations who assist the EPC to develop, 
implement, and enforce the regulations include; the Research 
Center, the Analytic and Information Center, the Forest and Hunting 
Inspection Committee, the Water Resource Use and Inspectorate, the



Water Reservoirs and Mineral Resources Inspectorate, and several 
nature reserves. The Hydrogeological and Meteorological Institute, 
a Soviet designed group with the best monitoring capabilities in 
Latvia, performs independent monitoring and maintains a database. 
The EPC coordinates many activities with this group, but has no 
administrative control over it.

The nine regional EPCs are responsible for issuing permits for 
projects, enforcing regulations, and providing public information 
services. Latvia has 26 local government administrative units, so 
each regional committee has about 3 local government units. Each 
regional committee has 5 subdivisions: (1) an inspectorate (the 
largest group); (2) a sampling and testing laboratory; (3) an 
expert group for performing environmental impact assessments 
prepatory to the issuance of permits for new or expanded 
facilities; (4) a cadastre that catalogs statistics on emissions, 
natural resource use, volumes, etc., and (5) support services.

The regional EPCs are primarily geared towards determining the 
pollution charge level, to inspect for compliance, to impose 
penalties for exceeding limitations, and to negotiate a compliance 
schedule to achieve the necessary reductions in emissions, The 
ultimate sanction, closing down an enterprise, has not yet been 
exercised.

1.2 Environmental Laws

Since 1990, the Supreme Council of the Republic of Latvia has 
enacted several laws governing environmental protection:

  The Law on the Environmental Protection Committee (June 
1990) establishes the Environmental Protection Committee 
(EPC) as the executive and oversight authority for all 
environmental protection and natural resource use in 
Latvia and is accountable of and subordinate to the 
Supreme Council. The EPC thereby formulates, implements, 
and oversees unified policy for environmental protection 
and natural resource use. This law also grants the EPC 
authority to monitor without hinderance to assess 
compliance with environmental laws. Finally, this law 
sets out the requirement that the EPC must prepare an 
account of its activities at least annually and submit 
this report to the Supreme Council.

  The Law on State Environmental Impact Assessments 
(October 1990) establishes and regulates the 
environmental impact process in Latvia. Environmental 
Impact Assessments are a prerequisite for the financing 
of any state industrial project. If the assessment 
determines that the project directly or indirectly 
impacts, or in the future, may impact the surrounding 
environment, public health, or living conditions, state



institutions of authority and administration will 
determine the fate of the facility.

  The Environmental Protection Committee Inspectorate 
Regulation (October 1990) vests authority in EPC 
inspectors to verify, without impediment, the observation 
of the environmental protection law, for both 
environmental protection and natural resource use, and 
provides enforcement powers in these inspectors to halt 
activities that violate the law and to punish violators.

  The Law on Natural Resource and Pollution Charges 
(December 1990) establishes charges for the use of 
natural resources and the release of effluent within 
standards and enforces sanctions against those who exceed 
permitted limitations or whose releases exceed the 
standards. Funds collected from these taxes and fines, 
of which 25 percent goes to the Republic of Latvia 
national budget and 75 percent goes to the local 
municipal government budget, must be used for activities 
related to environmental protection.

  The Law of Environmental Protection (August 1991) 
delegates primary responsibility to the EPC regarding 
environmental protection, natural resource use, 
environmental impact assessment procedures, standards, 
permits, and public information and sets out goals for 
the protection of the environment and the rational use of 
natural resources.

At this time, these regulations identify overall goals rather 
than specific operative limitations and requirements. The EPC and 
the Supreme Council are considering new laws to improve 
implementability of the requirements and to make the laws more 
technically defensible. For example, a new hazardous waste law was 
recently enacted, setting out specific requirements for wastes 
exhibiting corrosive, reactive, ignitable, or toxic properties.

Latvia has also instituted specific regulations for water use, 
water use permits, wastewater discharge permits, and wastewater 
discharge standards which were confirmed with the Latvia EPC 
Council on November 29, 1991 (Resolution Number 3). These 
regulations, which were implemented starting in 1992, limit the use 
of water and set maximum allowable discharge standards to Latvian 
waters (i.e., water quality standards).

Regardless of the quality of the existing regulations, changes 
to all environmental laws will occur, if nothing else than to 
revise the administrative procedures of the law (i.e., now being 
within the parliament).

Unfortunately, at this time, privatization efforts have paid 
little or no attention to environmental issues that may be of 
concern at these enterprises. Similarly, the EPC, aware of the



economic hardship, has been willing to forego strict enforcement of 
environmental standards. The EPC waives fines at enterprises on a 
regular basis as long as the enterprise is aware of the 
environmental problems at its plant and is willing to do "whatever 
it takes" to improve its situation with the exception of making a 
capital investment. Enterprises that do not appear to care about 
the future of the environment typically are required to pay fines, 
hopefully to instill a sense of urgency in the protection of the 
environment.

1.3 Environmental Standards

Latvia uses the water standards of the former soviet Union and 
has added a limited number of its own national standards. The 
Soviet standards are more stringent than European Community or 
United States standards; however, enforcement of these standards 
was minimal in the Soviet Union. The setting of unrealistic 
limitations led to general disregard for environmental laws and 
regulations. Over 2,000 water quality indicators were applied in 
the old Soviet system. Individual industrial effluent limitations 
are to be based on manual calculations taking into account the 
characteristics of the receiving stream. Discussions with dairy 
personnel indicate that in most cases, rather than setting site- 
specific limitations, the EPC uses a National set of effluent 
limitations, per the EPC Council Resolution Number 3 (November 29, 
1991). These effluent limitations for pollutants associated with 
dairies, along with National water quality criteria applicable in 
the receiving waters, are provided in Table 1.1. These limits were 
developed by the EPC using both the old Soviet standards and more 
recent European Community (EC) standards as a basis.

Table 1.1. Pollutant Limitations and Water Quality 
Criteria Applicable to Dairies

NO.

1

2

3

4

5

6

7

8

PARAMETER

Suspended Solids

Chlorides

Sulfates

Biochemical Oxygen Demand

Chemical Oxygen Demand

Nitrate Nitrogen

Nitrite Nitrogen

Ammonia Nitrogen

WATER QUALITY 
CRITERIA 
(mg/1)

 

300

100

3

15

9.1

0.02

0.39

EFFLUENT 
LIMITATION 

(mg/1)

15

300

500

12

90

25

0.15

8



9

10

11

12

13

Phosphates

Anionic Surfactants

Nonionic Surfactants

Fats

Oil Products

0.25

0.1

0.1

-

0.05

2.5

0.5

2

5

0.5

Similarly, air standards were adopted from old Soviet 
regulations and apply to over 500 pollutants. For dairies, 
emission monitoring is not routinely performed, but dairies are 
required to pay taxes for air pollution from boilers, furnaces, and 
ammonia refrigeration systems based on the quantity of chemicals 
used or oils burned. Limitations on the quantity of pollutants 
that can be emitted are contained in air permits. These quantities 
are based on the chemicals used or burned rather than on actual 
emission monitoring results.

1.4 Enforcement

As identified in Section 1.1, permits are issued by regional 
EPCs. The permits stipulate effluent limits for major pollutants 
and are subject to revision every year. When a facility does not 
have control equipment to meet emission standards, temporary limits 
are established through negotiations on the basis of the best 
possible utilization of the technology currently in place at the 
plant.

Natural resource and pollution taxes and fines were introduced 
in the Law on Natural Resource and Pollution Charges. The taxes 
are based on the use of natural resources (e.g., surface water and 
groundwater) and the pollution of air and water according to the 
quantity used or discharged. As of June 1993, the specific tax 
rates for natural resource use are provided in Table l.l. Tax 
rates for pollution are provided in Table 1.2. Note that rates for 
natural resource use and pollution emission are subject to change. 
For example, the rates provided in Tables l.-l and 1.2 denote a ten­ 
fold increase effective January 1, 1993.

Fines have to paid by enterprises if permit limits are 
exceeded and amount to three times the fees andv are paid to the 
State Environmental Protection Fund from after tax profit. Seventy 
percent of the fines go to the regional EPC and thirty percent go 
to the National EPC. In 1991, about 6 million Russian Rubles 
accrued to the fund.

At present, there is no National requirement for industries in 
Latvia to perform independent sampling and analysis of emissions. 
This work is performed by the EPC, and its subordinate 
organizations, and the Hydrogeological and Meteorological Agency.



There are, however, some Regional EPCs that have required 
industrial facilities to monitor wastewater discharges and report 
results to the Regional EPC. Latvia dees not have National 
sampling and analysis protocols that must be followed. Rather, the 
EPC will occasionally compare its laboratory results with 
enterprise analytical results and if large discrepancies are noted, 
the EPC will try to determine the cause of these problems. Quite 
often, the problem is traced to the analytical procedures, however, 
again it should be noted, that with the poor state of the economy, 
laboratory reagents are difficult to purchase, making laboratory 
work less reliable.

Dairies that discharge wastewater to a municipal (e.g., City) 
treatment plant are subject to the requirements of the treatment 
plant personnel rather than the EPC personnel. In these cases, the 
City staff issues a permit to the dairy that identifies the volume 
of wastewater permitted to be discharged and the allowable nature 
and concentration of the wastewater. Sampling may be conducted by 
the EPC and/or the City and may also require self-monitoring on the 
part of the dairy. Specific requirements for industries 
discharging to municipal treatment plants are not set out in the 
environmental regulations, rather, City personnel develop 
limitations based on the amount of water and pollutants that its 
treatment plant can accept and still meet its wastewater permit 
limitations.

Table 1.1. Tax Rates for Natural Resource Use

TAX RATES FOR WATER USE

NO.

1

2

3

4

TYPE OF WATER USE

Ground water

Surface water

Medicinal mineral water

Table mineral water

TAX RATE (LVR/M3 )

1.0

0.2

5.0

20.0

TAX RATES FOR NATURAL RESOURCE ACQUISITION

NO.

1

2

3

4

5

RESOURCE TYPE

Ground soil

Sand

Sand and gravel mixture

Gravel

Clay

TAX RATE (LVR/M3 )

1.0

2.5

8.0

6.0

3.0



6

7

8

9

10

11

Dolomite

Limestone

Gypsum

Peat

Sapropel

Medicinal mud

8.0

15.0

20.0

3.0

2.5

36.0

Table 1.2. Tax Rates for Pollution

TAX RATE FOR POLLUTION WITHIN NORMATIVES, WASTE DISPOSAL

NO.

1

2

3

WASTE CLASSIFICATION

Non-toxic wastes

Toxic wastes

Extremely toxic wastes

TAX RATE (LVR/M3 )

30

100

3,000

TAX RATES FOR AIR POLLUTION

NO.

1

2

3

4

POLLUTION CLASSIFICATION*

Non-toxic emissions

Medium hazard emissions

Hazardous emissions

Very hazardous emissions

TAX RATE (LVR/TON)

200

300

650

650,000

TAX RATES FOR WATER POLLUTION

NO.

1

2

3

4

POLLUTION CLASSIFICATION*

Non-toxic substances

Medium hazard substances

Hazardous substances

Very hazardous substances

TAX RATE (LVR/TON)

200

2,000

500,000

3/000,000

The separation of polluting substances according to hazard 
level is done according to classifications set by the Republic 
of Latvia Environmental Protection Committee.

POLLUTION CLASSIFICATION ACCORDING TO HAZARD LEVEL 
(Air and Water Pollution)



1. Non-toxic

2. Medium hazard

3. Hazardous

4. Very Hazardous

Dust, suspended materials, sulfate,
alkaline metal chloride.
Carbon dioxide, phosphorus, nitrate,
nitrite, iron compounds, biodegradable
organic compounds, fats, surface active
substances.
Sulfur and nitrogen oxides, oil products,
phenol, alcohol.
Aromatic hydrocarbons, cyanide and its
derivatives, heavy metals, and
pesticides.

1.5 Environmental Audits

Industrial environmental audits can be valuable in guiding 
programs for remedial development and prioritization of activities. 
One of the most important benefits of plant-wide environmental 
audits is to identify processes and operational practices that are 
large pollution generation sources. This can assist plants in 
making changes that reduce pollution rather than focusing on 
control, which can be costly and, often, ineffective. Process 
changes can provide other benefits as well, such as reducing 
operating costs, and maximizing plant efficiency. It is also 
important to instill environmental auditing as an in-house plant 
management activity that keeps up with the dynamic workings of all 
types of manufacturing operations, due to process and product 
changes, technology changes, utility pricing, and market changes. 
The highest priority for dairies should be given to the protection 
of surface waters. Problems are emerging, both at the industrial 
and municipal level, with the operation of wastewater treatment 
units because of the shortage of replacement units and spare parts 
from the old Soviet Union and the higher costs of this equipment 
from westernized countries.

1.6 Conclusions

Technical solutions are available for most of the 
environmental problems caused by industry. Key measures for 
control should include the expanded use of modern equipment for 
industrial pollution control, waste utilization, and environmental 
monitoring. Substantial investments may be necessary to meet 
environmental goals, but care must be taken to invest in pollution 
controls for industries that will remain economically viable for a 
period of time and are not likely to close down soon. Investments 
should be cost effective and should provide the only alternative to 
achieve the pollution reduction goals.



2.0 PRIEKULE DAIRY

2.1 Introductiv*;,

The dairy at Priekule manufactures butter (continuous churn 
method) and Krievijas cheese (60 day aging). The facility is also 
experimenting presently with a skim milk cheese as a way to use its 
excess skim milk.

Priekule received 21,117.6 tons (all references are to metric 
tons) of raw milk and cream for processing in 1992. In June of 
1992, the facility received 2,705.1 t of raw milk and cream 
combined (highest receipt of the year), while in December the plant 
received 817.9 t (lowest receipt of the year). Milk production is 
down about 30 percent this year over last and down over 60 percent 
from several years ago.

The plant currently receives approximately 60-80 t of milk and 
15-20 t of cream a day and anticipates about half as much during 
the winter months. From this, the plant is producing about 7-8 t 
of butter a day and 3 t of Krievijas cheese a day. Currently, the 
facility is also producing about 1 t a day of skim milk cheese, but 
this is only made about 1-2 months a year.

The Priekule dairy plant has the capacity to produce about 15 
t of butter a day and 3 t of cheese a day. These capacities assume 
operation of two shifts a day.

Plant production varies considerably from summer to winter. 
Production in the summer months (June through August) is on average 
about twice the production during winter months (December through 
February). Water use and wastewater discharge varies over a 
similar range.

The basic operation consists of raw milk and cream receipt, 
separation of the cream, pasteurization of the cream at 90-100 
degrees Celsius (the Production Manager did not know for how many 
seconds the cream was pasteurized), and then processing the cream 
into butter and cheese. Butter production consists of churning the 
cream into butter while cheese production consists of curd making, 
cutting, cooking, and forming the curd for subsequent brining, 
packaging, and aging.

Buttermilk and whey, produced as by-products of the butter and 
cheese production (30 t a day) is being sent back to the suppliers 
of cream, to the dairies, and to the City landfill. Apparently, 80 
percent of this by-product is now being sent to the landfill. 
Eventually, the plant hopes to send all of the whey and buttermilk 
back to the farms. The plant also generates about 40 t a day of 
skim milk which up until recently, was being sent to a dairy in 
Liepaja or, occasionally, to a dry milk processing facility in 
Aizepute or processed on-site into skim milk cheese. The plant is 
now making farmers take skim milk (for use as animal feed) in 
return for the dairy accepting their raw milk. Skim milk disposal



is a big problem at the Priekule dairy and it is expected to 
continue to be a problem as Liepaja no longer accepts the skim milk 
and the dry milk processing plant in Aizepute rarely takes skim 
milk from Priekule.

The plant uses 6 chemicals for cleaning and disinfecting of 
process equipment. A summary of this chemical usage is provided in 
Table 1.1

TABLE 1.1 CHEMICALS USAGE AT PRIEKULE

CHEMICAL

NaOH

HN03

H2S04

HC1

Na2CO3

N,P04

FZJilMUM USAGE

200 kg/month

300 kg/month

50 kg/month

40 kg /month

200 kg/month

300 kg/month

USES

Cleaning pipes

Cleaning pipes and cheese forms

Laboratory analysis

Furnaces, compressors, etc.

Washing floors and basins

Cleaning butter churn

The majority of these chemicals end up in the wastewater and, 
eventually, in the wastewater treatment system. The types and 
quantities of chemicals used do not pose a risk to the treatment 
plant or the receiving stream.

2.2 Water Use

For calendar year 1992, the plant used 128.5 thousand cubic 
meters of water (approximately 409 m3 a day, assuming operation six 
days a week) . The facility does have a water meter to measure this 
flow. During the peak month of June, the plant used almost 568 m3 
a day, while during the slowest month, January, the plant used 
approximately 314 m3 of water a day. The plant is permitted (by the 
Regional EPC) to use up to 150 thousand cubic meters of water a 
year (481 m3 a day) with a maximum of 16.9 thousand cubic meters 
(636 m3 a day) during August. (According to plant personnel, these 
figures were calculated by the EPC using an average plant 
production of 60 metric tons of milk processed a day.) Every 3 
years, the EPC revises the water use allowance based on the 
previous 3 years of data.

Water use in 1993 is down about 20-25 percent from 1992 
because of the reduced production of milk products.

Process wastewater consists primarily of cleaning and 
sanitizing of equipment. Areas that generate the majority of the 
wastewater include the cleaning and sanitizing of the raw milk 
delivery trucks, sludge removal from separation of the milk,



cleaning and sanitizing milk product processing and storage lines, 
pasteurization operational waters (i.e., start-up, shut-down, and 
cleaning), whey draining and rinsing, packaging losses, floor 
cleaning, and laboratory wastes. Wastewater is not metered but is 
estimated to be at least 90 percent of the volume of water used 
(evaporation being the major loss of water).

The plant pays one ruble per cubic meter for water 
use/wastewater discharge. This water fee is paid once a quarter 
(19,000 Rubles in the first quarter of 1993).

2.3 Wastewater Treatment

The Priekule dairy discharges wastewater directly to the river 
following on-site biological treatment. The existing treatment 
plant is 8 years old and uses two oxidation-ditch type treatment 
ponds (1100 m3 each) with two surface aerators on each and one mixer 
in each followed by a stabilization pond (2500 m3 ) . The plant 
alternates the use of these ditches every other day. This system 
does not require the use of pumps to circulate the water, rather 
the action of the surface aerators is enough to move the water 
around the ditch. Water appeared to circulate reasonably well in 
the pond although there were small where water seemed to stagnate, 
^his system was designed by a Lithuanian firm in the 1970 x s. At 
the average daily wastewater flow of about 400 m3 per day, this 
allows for about a 9 day retention in the treatment system 
(oxidation ditch plus stabilization pond) . Solids are removed from 
these ditches about 1-2 times a year.

The plant has a new oxidation ditch type treatment system 
(2000 m3 pond) that includes four 40 cubic meter per hour pumps used 
to pump air into the water and to circulate the water in the basin. 
Unfortunately, the dairy can not use the system because the pumps 
are inadequate to circulate the water and pooling/stagnation of the 
water occurs in the basin, causing inadequate treatment. An option 
would be to use floating aerators although the plant is unsure of 
the exact design specifications and would probably go to Bauska to 
see how their plant is designed and operated. These surface 
aerators (of which probably 4-6 would be needed) cost about $5- 
10,000 by western standards and are said to cost about 100,000 
Rubles by Latvian standards (but are of poorer quality). The plant 
did comment that there is only one firm in all of Latvia that 
provides wastewater treatment equipment, and as such, assistance is 
difficult to come by. Assistance on the design of this system was 
provided by the Liepaja kombinant.

The plant also has a contract with the local hospital (140 
beds) to treat 30,000 m3 of wastewater per year. The plant likes 
receiving this waste because it dilutes the strength of the dairy 
waste through treatment. The plant charges the hospital 16.16 
Rubles per cubic meter (approximately 485,000 Rubles a year) for 
this treatment; however, the plant has not received any money this



year from the hospital because of economic hardship.

The plant does have problems with its treatment system both in 
the summer and the winter. On warm summer days, the plant is 
unable to supply enough air to the water to provide adequate oxygen 
for biological treatment to perform adequately. In the winter, 
when the temperature reaches 10 degrees Celsius below zero, the 
surface aerators freeze and affect the performance of this 
equipment. Ice buildup on the surface aerators causes the impeller 
to stop turning, effectively stopping aeration of the wastewater.

Influent wastewater to treatment (including wastewater from 
the hospital) is about 250-350 mg/1 TSS and 250-500 mg/1 BOD. 
Effluent from the stabilization pond is about 10-15 mg/1 TSS and 8- 
15 mg/1 BOD. These figures equate to a removal efficiency for TSS 
of between 93 and 97 percent and BOD of between 93 and 98 percent. 
While these figures were quoted by the plant engineer, these 
concentrations represent conditions during normal production 
activity and during dry weather conditions. Apparently, "problems" 
occur during rains. Because of the large area of pavement that is 
directed to waste treatment, it is obvious that the plant does not 
have the capacity to provide adequate retention and treatment 
during rains.

Utility consumption for the treatment process was 12,780 
kilowatts in January 1993 and 12,882 kilowatts in May 1993.

According to the plant engineer, compared to other dairies in 
Latvia, the existing treatment system is fairly good.

2.4 Storm Water Management

All storm water from the site (5.9 hectares) goes to the on- 
site wastewater treatment plant. This does cause problems during 
heavy rains because the treatment basins fill up with water and the 
plant has to release some of this water to the biological pond 
before complete biodegradation has occurred. Fortunately, very 
little production activities occur outdoors, thus the storm water 
is very dilute. The most likely area for milk bearing wastes to 
come in contact with storm water is from the raw milk receiving 
area. Two skim milk storage tanks are located outdoors, but these 
tanks are bulkheaded indoors, therefore the likelihood that 
contamination of storm water would occur is minimal. However, 
since all plant water, both process and storm, go to the treatment 
system, the concern over outdoor exposure of process equipment to 
storm water is moot.

2.5 Vehicle Maintenance and Washing

Milk trucks are washed (both inside and out) after delivering 
milk to the treatment plant. Water and steam are used to clean 
these trucks with the water going directly to the waste treatment



system.

The plant has about 15 trucks, for which small repairs are 
done on-site. All used oil from the trucks is burned for heat 
generation in the plant furnace. Under the old Soviet system, the 
plant was required to return at least 50 percent of its oil in 
order to purchase the new oil, but now the accessibility of oil 
reclaiming operations is such that the dairy has no option but to 
dispose of its oil on its own.

2.6 Solid Waste

Sludge from the treatment system is land applied on fields or 
disposed in a local landfill. This sludge could be a useful 
fertilizer for local farms if the solid content could be increased 
(i.e., with some type of drying equipment). As is, the water 
content is so high that in order for enough sludge to be applied on 
the fields to provide adequate nutrients, the fields have to be 
flooded with the water.

The brine solution from the cheese salting process (22-23 
percent salt) is disposed of about twice a year in the City 
landfill (27.5 t each).

Cheese waste that does not come in contact with the floor or 
cleaning/sanitizing chemicals is sent to a plant that manufactures 
melted cheese. Miscellaneous milk solids from receiving and solids 
swept up off the floor are collected by a company who uses these 
solids for animal feed.

2.7 Groundwater

The plant has not had any problems with the quality or 
quantity of the ground water at the plant. This groundwater is 
extracted from wells approximately 160 meters deep. The plant 
engineer believes that there is plenty of ground water for use, but 
there is only pumping capacity for about 400 cubic meters a day. 
Therefore the plant is extracting water close to the pump capacity.

2.8 Compliance with Existing Regulations

The plant is permitted for water use and wastewater discharge 
by the Liepaja Regional EPC. A new permit is issued each year, 
although wastewater discharge limits typically remain the same 
(have not changed in 6 years).

Limits (expressed as instantaneous maximums) are as follows: 
TSS-12 mg/1, BOD-15 mg/1, COD-100 mg/1, ammonia-8 mg/1, nitrite-.15 
mg/1, nitrate-10 mg/1, oil-0.5 mg/1, surfactants-0.5 mg/1, 
phosphates-4 mg/1, and fats-5 mg/1. The two pollutants that the 
plant has the toughest time meeting the limits for are TSS and BOD.



On average, the plant discharges about 10-15 mg/1 of TSS and 8-15 
mg/1 BOD. The plant does violate other pollutant limits, but these 
violations occurred less frequently. In talking to the plant 
engineer, the BOD and TSS discharge concentrations expressed above 
are typical values during normal, dry weather operations and are 
likely higher during wet weather or high production periods.

The limits provided above are applicable to the wastewater 
discharge from the Priekule dairy regardless of how much wastewater 
actually comes from the dairy and how much wastewater comes from 
other locations (i.e., the local hospital and residential housing), 
making receipt of lower strength wastewater advantageous to the 
Priekule dairy for meeting its permit limitations.

Regional EPC for Liepaja sample the treatment plant once a 
quarter. Liepaja EPC says the plant is doing fine and there are no 
objections. The dairy samples about every two weeks and submits 
reports monthly to the Regional EPC.

The plant did have to pay one fine in May 1992 for wastewater 
discharge violations (150 Rubles) . This fine was paid by the Plant 
Engineer and the Plant Manager rather than the enterprise itself. 
The facility violates its permit limits on a regular basis but has 
an honest relationship with the Regional EPC and as such do not 
have to pay their fines.

Plant personnel indicated that the plant minimizes the 
severity of reported violations by not reporting those monitoring 
results that indicate extreme cases of noncompliance.

The facility also pays a small air pollution tax for the on- 
site boiler, furnace, and ammonia refrigeration system; however, 
this issue was not discussed with the plant as air pollution is of 
minimal concern at dairies and compliance with the requirements is 
based on usage of chemicals and not actual air pollution. Air 
monitoring is not done, despite the permit limits being expressed 
as grams per second of pollutants emitted.

2.9 Summary

The Preikule Dairy is making a conscientious effort to comply 
with environmental regulations. While air, water, and solid waste 
are issues of discussion, the dairy's overriding environmental 
concern is wastewater. The facility has had difficulty meeting 
effluent discharge limitations, but the exceedances do not seem to 
be major and may be attributed to the lack of capacity of the 
existing treatment system to handle the volume of wastewater 
currently being treated. Construction of the new treatment system 
would help the plant meet its discharge standards, primarily by 
allowing the plant to extend the retention time of the wastewater 
in the impoundments. It is recommended that wastewater be retained 
in the oxidation ditches (both old and new, when constructed) for 
as long as possible (two days or more, if possible) before



discharging to the stabilization pond. This added time allows for 
further aeration and biodegradation of the dairy wastewaters.

Priekule does use more water than is reasonably needed to 
process its milk. The plant currently uses about 5-6 liters of 
water per liter of milk processed (about 2-3 liters of water per 
liter of milk is reasonable and about 1 liter of water per liter of 
milk would be considered very good). Reducing the amount of water 
used in its process would allow the plant to retain its wastewater 
in the oxidation ditch for longer periods of time, effectively 
improving the treatment capacity of the system.

Additionally, the dairy should look for ways to reduce the 
amount of milk and milk by-products that is being discharged into 
the treatment system. The best approach to this problem is to plan 
and conduct an environmental audit of the processing facility, 
paying special attention to water usage and milk losses. Areas 
that are typically of concern include;

Housekeeping practices (e.g., spill cleanup practices and 
response to leaks)

Water control (e.g., only running water from the hose 
when cleaning, adding spray nozzles to the hoses to 
provide on-demand supply of high pressure low volume 
water, or paying close attention to tank filling to 
prevent overflows)

Building dikes or berms around storage tanks and other 
vessels where leaks to the sewer are unwanted

Controlling breakage in milk packaging equipment (e.g., 
paying close attention to the filling of the packaging 
and stopping the system if a high percentage of breakages 
are occurring)

Whey handling practices (e.g., preventing the initial 
whey drainage and first rinse from entering the sewer 
system and only discharging second and third rinses)

Spilled material handling (e.g., cleaning up spilled 
solids with a broom for use as animal feed, rather than 
hosing this material)

Worker understanding of the problem (preventing willful 
wasting of material as a time or effort saving step).

Similarly, processing practices and small capital investments 
may also effectively reduce the volume of water and pollutants 
being discharged. These include activities such as:

Draining milk cans or milk trucks for a longer period of 
time to reduce the residual milk that must be washed out



Covering all drains with wire mesh to collect milk and 
milk by-product solids that may end up on the floor

Clearly marking on and off positions on water valves to 
minimize worker negligence

Use post cleaning rinses as make-up water for sanitizing 
or cleaning of other equipment

Provide drip shields on filling equipment for product 
recovery.

While the above practices may not all be appropriate, or may 
already be instituted, it is likely that the incorporation of these 
types of ideas into the worker mentality can improve the quality of 
and reduce the quantity of wastewater discharged. It is also 
important that the environmental audit be supported by the plant 
management.

As discussed during the visit, the disposal of whey and skim 
milk will continue to be problems for the facility. If the plant 
has to discharge whey to the treatment plant, the whey drainage or 
the first wash should be stored for disposal or sales to farmers, 
rather than discharging to the treatment plant. The second and 
third washes should be the waste that is discharged.



PRIVATIZATION OF THE PRIEKULE MILKERY
A legal analysis

Background

The Priekule Milkery ("Priekule") is a second-tier plant in the 
Latvian milk processing system. Talsi and Kuldiga are the other 
second-tier milkeries located within the Liepaja Milk Kombinat's 
administrative region. Schematically beneath Priekule, within its 
administrative region, is the Dunikas Creamery.

A unique aspect of Priekule's situation is that only 42% of the 
milk supplied to Priekule comes from farmers located in its region. 
Typically milkeries are supplied primarily by local producers. The 
bulk of Priekule's supply comes from other privatization objects 
within the Liepaja structure. This gave rise to the concern that 
it would be somewhat more complicated to personify assets in 
Priekule than in a typical milkery.

We attended a meeting of the pagasta representatives called by the 
Priekule management on February 24, 1993. Of the 14 pagasti that 
make up the Priekule region, eight had formed associations at that 
time. Both the directors of the milkery and the representatives in 
attendance were most concerned with the ability of the other 
pagasti to organize cooperatives in time to meet the deadline of 
April 1 which is imposed by the law on Privatization of Milk 
Processing Enterprises. This is the same concern we had heard at 
the Tukums Milk Processing Plant while working with their 
management. The Priekule management agreed to reserve places on 
the privatization committee for representatives from the missing 
pagasti even though the deadline for such representatives to be 
appointed had passed on February 15. All parties agreed to make a 
concentrated effort to contact and encourage these missing regions.

Legal Analysis

As authorized by the law on the Privatization of Milk Processing 
Enterprises, this milkery has been claimed by the Priekule Milk 
Producers' Association on behalf of all cooperative associations 
contributing to Priekule. The law applies to Priekule in the 
following manner:

1) Definitions:

As described above, Priekule has been rightfully claimed by 
the local association free of charge under authority of the 
Supreme Council resolution of April 15, 1992. Priekule is 
thus a "personified object" under the law.



2)

3)

4)

5)

Section I "General Regulations";
Article I "The Law's Function and Objectives";
Paragraph 3:

The privatization process as applied to personified objects is 
called personification and is described in Article V of this 
law.

Section V "Personification of capital in milk producer 
cooperative associations and stability guarantees for the 
privatization process";
Article 23 "Distribution of assets regained by milk producer 
cooperative associations without compensation."

If the object to be personified incorporates several pagasti 
in its operational area, then an association of these pagasti 
cooperative associations is to be formed and distribution of 
capital among the various pagasti cooperative associations 
follows guidelines of Article 18 of this law.

Section IV "Valuation and purchase of the unit to be
privatized";
Article 18 "Distribution of basic capital among milk producers
and milk and milk product suppliers":

Milk producers are to be allocated capital shares in the 
object through their pagasti cooperative associations. These 
associations are given capital shares according to the amount 
of milk supplies by that association's milk producers during 
both 1991 and 1992.

Section V
Article 24 "Personification of capital in milk
cooperative associations without compensation"

producer

Personification to the individual farmer/members of each 
association is to be accomplished in two stages - half of the 
enterprises value is personified on January 1, 1994 and the 
other half on January 1, 1995. This is accomplished by 
increasing the basic capital of the company by the appropriate 
percentage of enterprise assets on the date specified. Each 
stage of this process is completed by correspondingly 
increasing the number of shares or their nominal value 
(initially one share per 2400 kg of milk supplied). Property 
of the state transferred to the association without 
compensation cannot be alienated until all assets are 
personified.

Issues

Although the legal analysis regarding Priekule is fairly 
straightforward, the fact that most of its milk is supplied by 
other plants may make the application of the law problimatic.



Since the ultimate owner of capital shares can only be a milk 
producer through an association, ownership interest in Priekule 
goes through the plants that supply Priekule to the associations 
that Priekule to the associations that supply those plants and, 
ultimately, to the farmer who is a member of that association.

The association that owns the plant supplying Priekule would claim 
its share of Priekule based on the amount of milk supplied by that 
plant in 1991 and 1992. Then, the pagastu associations should 
receive capital shares in their plant and in Priekule based on the 
amount of milk their members supplied to the plant in those years. 
For example, if one of the Kuldigas pagasti supplies 10% of 
Kuldiga's milk in both years, and Kuldiga supplies 20% of 
Priekule's milk in both years, then that pagast's share in Kuldiga 
would be 10% and its share in Priekule would be 10% of Kuldiga's 
20% share.

Another interesting question arises if the Liepaja central plant 
supplied milk to Priekule. As between plants, the law provides for 
comparison of the flow of milk from one plant to the other and 
allows a claim only by plants with a net positive flow. However, 
since Liepaja would be organize as a joint stock company and not a 
cooperative, would the law prohibit it from claiming a share of 
Priekule if it was entitled to such a share? Again, it seems that 
claim should be allowed if it were made by the Liepaja association 
of cooperatives but it might involve some interesting calculations 
for those farmers in Kuldiga who supplied through Kuldiga to 
Priekule and through Kuldiga to Liepaja to Priekule.

Finally, it remains to be seen how the relationship between the 
Priekule management and the local farmers develops. Since there are 
strong leaders among the farmers they should have the ability to 
organize the pagasti and lead this personification process. How 
the management will react could determine how smoothly this process 
will go. Management has signaled a willingness to work with the 
milk suppliers by keeping places on the privatization commission 
open for the pagasti who had not formed cooperative within the time 
mandated by the privatization law.
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Statement of Purpose

This business plan was prepared in order to help Tukums 1 management focus on certain 
issues and assist them in their privatization and planning the future after the 
privatization. The plan was not prepared for and should not be used for any other 
purposes. Coopers & Lybrand has not undertaken an audit nor verified the information 
which was presented to us. We do not express an opinion nor provide any assurance as 
to the accuracy of the historic or forecast information (please refer to detailed notes). 
The business plan is based upon both historic and forecast information provided to us 
by staff and management of Tukums.

The forecast of future operations was made based upon the assumptions and 
representations made to us. The business plan is not intended to be relied on as an 
indication or assessment or projection of Tukums 1 future operations. The present 
environment in Latvia is uncertain. The figures have been derived from the enterprise's 
Latvian accounts which have been prepared in accordance with Latvian accounting 
regulations. To understand the potential limitations of the financial information 
provided it is essential to read the accompanying reformatted Latvian accounts and the 
notes attached.

There are significant differences between Latvian accounting principles and generally 
accepted accounting principles. The main differences are outlined in the report 
attachment "Tukums Dairy Enterprise - Financial Statement Years ending 31 
December 1991 and 1992" and the attached notes. It is essential that the above 
mentioned statement and notes be read in conjunction with this business plan.

Major changes have taken place in Eastern Europe and the Baltic States over the last 
two years and the historic performance of the business is likely to bear little 
relationship to its future potential.



TUKUMS DAIRY PROCESSING PLANT 

EXECUTIVE SUMMARY OF BUSINESS PLAN

Preamble

101 The Tukums Dairy processing plant is one of the bigger regional dairy processing 
plants in Latvia producing butter, cheese, fluid milk, cream, kefir, cottage cheese and 
skim milk. It sells the bulk of its products in the local region and in Jurmala and Riga. 
Currently, it is owned and operated by an independent cooperative association.

102 The purpose of this business plan is to provide a planning tool, and to highlight and 
consolidate into one document Tukums 1 aims, and objectives through a period of 
substantial change.

103 Tukums 1 strategic aims are:

to focus on the production and sale of fluid milk products in the region while 
endeavoring to find new markets for butter and cheese, in particular export 
markets;

to promote smaller packaging sizes, particularly for butter, in order to increase 
markets;

to develop new low fat products;

to keep the costs of production down, particularly the cost of milk delivered to 
the factory and the packaging costs of the final products, so as to keep product 
prices competitive.

to provide assistance to farmers to help them increase the productivity of their 
herds and lower the cost of milk production; and

to foster support from local dairy farmers through the establishment of pagast 
level dairy cooperatives.

Conclusions

104 As an enterprise facing the new challenges of changing markets and growing 
competition, the preparation of the business plan is intended to help Tukums focus on 
where it is and where would like to be. To a large degree, many issues cannot be fully 
addressed until a further date when the economic strategy of the new government will 
become clear, and the final ownership structure of the cooperative is decided.

•



DESCRIPTION OF THE BUSINESS 

The Business

201 The Tukums Dairy Processing Plant (Tukums or the enterprise) is located in the 
Tukums region. It is approximately 78 km south east of the capital Riga, Two satellite 
plants are located at Jaunpils and Kandava. The Jaunpils plant produces only cheese 
whereas the Kandava plant produces fluid milk, cream, and skim milk cottage cheese. 
Twenty-four collecting stations, along with a fleet of trucks, are used to collect the 
milk from local farmers. Together the plants produce a standard range of dairy 
products - butter, cheese, fluid milk, cream, kefir, cottage cheese, and skim milk. 
Tukums is the biggest fluid milk producer in the region after the Riga Central plant.

202 The Tukums plant can trace its history of activities to 1936 when it began production.

203 Following Latvia's integration into the Soviet Union, the agricultural sector was 
collectivized. From 1948, Tukums was state-operated and part of the Soviet dairy 
industry.

204 During this period, from 1948 to the present, the incentive for managers to develop and 
expand business was removed. Tukums was centrally managed and controlled by the 
Ministry of Agriculture and its results were aggregated with other plants. Individual 
rights to land and assets were removed, and managers received little or no benefit from 
being successful or profitable.

205 Prices for all raw materials and finished products were centrally established. 
Consequently, no consideration or incentive was given for cost-minimizing or profit 
maximizing decisions.

206 Capital investment decisions were also approved by the Ministry. No commercial 
assessment was made of the viability of increasing capacity.

207 These central controls have now been removed. Each dairy plant must not only find 
markets for all their products at a time when tractional markets are collapsing, but also 
fix the purchase price for milk in the light of the price and demand for their products 
and the available supply of milk. For the first time, managers will be accountable for 
their decisions. As a newly privatized dairy plant, Tukums is facing a challenge in a 
climate of political and economic upheaval. Sound economic and financial decision 
making will be required.

Legal status and organization

208 On June 3, 1992, following an April 15, 1992 Supreme Council Resolution allowing 
milk producer associations to claim assets located within their territory, the Tukums



dairy producers association was formed. The assets of the kombinat were transferred 
to the association on November 5, 1992. The association, which is formed around the 
processing plant, includes 21 legal persons and 275 natural persons as members. The 
charter of the association allows for subsequently formed pagast cooperatives to claim 
assets within their territory.

209 Further legislation came into effect on April 1, 1993 - "The Privatization of Milk 
Receiving and Processing Plants", which provides that ownership of milk processing 
plants can be transferred to pagast-level cooperative dairy producers associations. These 
co-operative associations are composed of the individual dairy producers supplying the 
processing plant. The dairy producers have until June 30, 1993 to form cooperative 
associations and submit claims for shares in the processing plant.

210 In order to strictly comply with the letter of this new law, Tukums should organize 
pagast-level cooperative associations. Although they have been trying to do so, they 
have had little success so far. As the law allows the Ministry of Agriculture the 
discretion to approve deviations based on local circumstances, ultimately the Ministry 
will decide whether to approve Tukums 1 approach to privatization.

211 The Board of the Tukums cooperative association currently has twelve members, 
including the directors of each of the three plants. The Chairmen of the board is J. 
Skvarnovicus, a local dairy farmer. The board of the cooperative decides overall 
strategy, including such matters as the price of milk to be paid to farmers. However, 
the day-to-day running of the three plants is controlled and administered by the 
Director of Tukums.

212 Reporting directly to the board is Tukums 1 Director - Mr. Janis Plavans. Mr. Plavans 
together with the Chief Engineer - Mr. Purmalis, the Chief Technologist - Ms. Uzulina 
and the Chief Economist - Mrs. Astrida Grinberga actively participate in the day-to-day 
running of the enterprise.

Current products and processes

213 Tukums currently produces butter, cheese, cottage cheese, kefir, cream and fluid milk.



214 The capacity of the three plants together is as follows: 

TABLE 1

Product
Butter 
Cheese 
Kefir
Cream 
Milk
Cottage cheese

Plant Capacity
all package sizes "Bauskas" 
2.5%
all grades 
2.5%
6.5

Production
15 tons/day 
1.2 tons/day 
6000 bottles/hour
10-12 tons/day 
6000 bottles/hour

215 Tukums is capable of producing butter in 20 kilogram packs as well as 200 gram packs. 
Cream is produced with both 25% and 35% butterfat and can be produced in cans as 
well as half-liter bottles. Milk is produced in bottles, in cans, and in plastic poly- 
packs. The plant can also package cottage cheese.

216 Production in 1992 was as follows: 

TABLE2

Product
Butter
Cheese
Kefir
Fluid Milk
Cream
Cottage cheese

Production (tons)
1269
100
1390
5132
1678
1922

The way forward

217 1992 and 1993 are proving to be particularly difficult years for the dairy industry. As 
an industry, agriculture and particularly the dairy sector, is susceptible to a range of 
factors over which the industry itself often has no direct control.

218 Not all factors are unpredictable; many can be anticipated. What Tukums is 
committed to doing is to attempt to recognize and anticipate problems and 
opportunities, and to plan to deal with them accordingly.

219 To help in this process, below is a summary of the strengthes, weaknesses, threats, and 
opportunities facing the industry and specifically Tukums .



Dairy Industry

Strengths

• relatively good road and 
rail infrastructure

Threats

• relative political and 
economic uncertainty

• competition from other 
emerging markets 
(e.g. Lithuania)

•competition from established 
markets (Sweden/Finland)

Tukums Dairy 

Strengths

Weaknesses

• demise of Comecon market

•limited and reduced domestic market
• seasonality in milk production
• low purchase power of customers
• low hygiene standards oversees
• strong currency

Opportunities

• new markets from tourism due to 
current interest/ fashion of Eastern 
Europe and the Baltic

• demise of small unproductive dairies 
as a result of restructuring

Weaknesses

• close to major population 
center

• experience of management 
and staff

• lower collection costs than 
competitors

• strong support from local farmers • no experience with exporting

• cheese of lower quality
• historical major underinvestment

• lack of focus and drive
• no market niche

Threats

• disruptions due to 
privatization

Opportunities

•as a result of privatization, 
independent planning and 
financing can be carried out

• new products and markets



MANAGEMENT AND EMPLOYEES 

Management structure and senior management

301 The day-to-day management of the business is under the control of the director, Mr. 
Plavans, who works closely with the Chief Engineer, the Chief Technologist, the 
Economist and the Chief Accountant. Mr. Pladins also has overall responsibility for 
the two satellite plants at Jaunpils and Kandava. Mr. Plavans has been with Tukums 
for over fifteen years.

302 Brief details of the five senior staff at Tukums reporting to the director are given 
below.

Mr. Purmalis - Chief Engineer. Mr. Purmalis is responsible for production and the 
operation and maintenance of the plant.

Rudite Praulina - Chief Accountant. Mrs. Praulina reports directly to Director. She is 
responsible for all bookkeeping and report preparation including balance sheets.

Grinberga Astrida - Chief Economist. Mrs. Grinberga reports directly to the Director 
and is responsible for forecasting and pricing. She has no other staff reporting to her.

Commercial director - Ingrida Belinska. With the Chairman of the board, she is 
responsible for Tukums' market strategy, new market development, public contacts, 
and contacts with farmers.

Chief Technologist - Ms. Uzulina. Responsible for all production in the plant. The 
production workers report to Ms. Uzulina.

303 The management structure of Tukums is given on the following page:
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304 Tukums has a strong and experienced team which has a commitment to ensure that 
Tukums becomes a viable and self-reliant entity. Managers and employees have a good 
relationship and work closely together.

Human resources

305 Tukums employed 247 people as of June 1993.

306 A break down of employment in previous years and a forecast for the average level of 
employment for 1993 is given below.

TABLE 3

307

308

309

Total employees 
production 

managers 
others 

nonproduction

1991

239 
179 
31 
148 
60

1992

266 
198 
37 
161 
68

1993 
forecast
242 
179 
33 
146 
63

Remuneration

Wage and salary costs are not a significant proportion of total production costs for 
Tukums, being approximately 1.5 to 3.0%. This has remained the case despite 
significant increases in average monthly salaries as a result of inflation. The total 
remuneration of the employees of Tukums includes salaries and bonuses. Workers are 
paid according to their category of employment. Government regulations establish a 
range within each scale. Approximately 85 workers are paid according to how much 
they produce. Although they must be paid at least the legal minimum wage, at current 
production levels this represents only one third of their total income.

The average monthly remuneration at Tukums in June 1993 was LVR 10174, in 1992 - 
LVR 5032. This compares to the current average monthly remuneration in J^atvia of 
8200 J^atvian rubles.

Other Employment Costs

In addition to the employee remuneration outlined above, the enterprise also has to 
meet certain other employment costs. The largest is a Social Security contribution 
which is 37% of gross salary.

11



Employment policy

310 Tukums mostly employs people from the area around Tukums. People can be fired for 
not fulfilling their duties, but it is difficult to fire them if they simply do not perform 
according to needs of the company. This policy is in effect only because they are a 
state-owned company. Retirement age in Latvia is 60 years for men and 55 for women. 
If the person still works after the retirement, they may choose between getting their 
salary from the company and not receiving a pension from social security, or limiting 
their salary. This generally means that people do not work after retirement age. There 
are no regulations requiring companies to pay any allowances for retired people.

Working conditions

311 The plant operates seven days a week. However, most employees work five days per 
week, with production workers on rotating shifts. There is one shift of 8 hours per 
day. The office hours are 7 a.m. to 4 p.m. Production staff hours are determined by 
the delivery of milk and cream. Milk supplies tend to be delivered early in the day.

MARKETING

Background to Latvian dairy industry

401 In 1991, the agricultural sector accounted for some 20% of GDP. In 1990 dairy 
production accounted for 43% of livestock agricultural production.

402 Until 1993, all dairy processing plants were centrally controlled state-owned 
enterprises. No competition or free markets existed. The industry, including all 
processing plants and milk cooperatives, were allocated markets to supply, distribution 
networks, and transport routes. Both raw material prices and final goods prices were 
centrally determined.

403 This provided no incentive for managers. Productivity goals were set without regard 
for any efficiency or profit maximizing considerations.

404 The dairy industry has faced significant upheaval since 1991, including:

the collapse of the Soviet Union and the loss of one of the country's main 
markets.

a declining domestic market

12



periods of hyperinflation

the removal of central planning and pricing mechanisms

the fragmentation of the dairy industry into small individual producers

falling animal stock levels and milk production

cheaper Lithuanian and Western European dairy products flooding the domestic 
market

the introduction of the Latvian rouble

Milk Purchases

405 Table 4 indicates the fall in milk purchases for the industry as a whole from 1990 to 
1992:

TABLE 4: Industry Milk Purchases

1990 
1991 
1992

1,767,153 
1,518,494 
1,062,518

406 The level of milk production in Latvia has fallen sharply over the past three years, as 
reflected in milk purchases made by processing plants (A more detailed table is 
included in the supporting documents). This decline is due to several factors including 
the rising costs of feed paid by farmers, as a result of the reduction of grain subsidies, 
a drought in mid-1992 which reduced grain supplies and a livestock disease which 
again forced many collective farms to kill stock. In all, milk purchases fell by 40% 
between 1990 and 1992 throughout Latvia.

13



Sales

407 Prior to 1993, sales of all products simply equaled production in that quarter as 
products such as butter that were not all sold locally were centrally marketed. In the 
case of Tukums much of their butter was on sold to St. Petersburg. That is no longer 
the case. In 1992 production of butter and cheese has exceeded sales despite the 
lowering in price of those products. Sales in the first quarter of 1993 for the major 
product groups were:

TABLE 5

Product
Butter 
Cheese 
Whole milk products 
Skim milk products

Sales
157 tons 
103 tons 
5,603 tons 
2, 130 tons

However, in the first quarter some 16 tons of butter were placed in storage. In April 
and May, an additional 35 and 56 tons respectively were placed in storage. It is 
anticipated that about 60 tons will also go into storage in June giving a total of about 
167 tons in storage by mid-year. Similarly, for cheese there will be about 15 tons in 
storage by mid-year. [Note: The figures for production, sales and storage for the first 
quarter could not be reconciled]

Customers and Markets

408 As noted above, prior to 1992, apart from local sales, all production was sold to state 
warehouses and a large proportion of Tukums 1 products were then exported to Russia 
and other markets. With the collapse of this market, Tukums has had to rely on the 
depressed domestic market, which is being flooded with cheaper Lithuanian and 
Scandinavian products.

14
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410

411

412

413

Currently Tukums sells all its products on the domestic market. The distribution of 
sales by region for 1992 is shown below.

TABLE 6

Place of sale
Tukums region 
Talsi region 
Jurmala 
Riga

Percentage of sales
23 
13 
45 
17

Whereas under the old regime Tukums sold all its products through 12 state outlets, 
now days the have some 300 separate customers. None of these customers are very 
large and many are small retail outlets. The largest of the customers are wholesale 
dealers in Riga. Tukums runs a shop of its own in Tukums and was planning to open 
more in both Jurmala and Riga. A shop was opened for three months in Riga but its 
costs were too high. As the Tukums shop has not proved very profitable, and there are 
high costs and difficulties in obtaining suitable retail space, there are no plans now to 
open further shops in the other two areas.

In terms of possible export sales to the former Soviet Union, the introduction of the 
Latvian Rouble has further exacerbated potential sales to this region. In the short- to 
medium- term, there is no reason to forecast a significant improvement in access to 
these markets.

Pricing

As discussed above, pricing policies were all centrally determined. A 15% margin 
above production costs was set by the government. Up until 1993, enterprises had no 
authority to set prices. Domestic pricing decisions will now be based on market 
conditions.

With the high inflation that prevailed until the end of 1992, prices for dairy products 
rose continuously. This had to cease by the end of March 1993 when the demand 
products, particularly butter and cheese, dropped substantially. The price for butter 
had risen progressively from 200 R/kg at the beginning of 1993 to 245 R/kg by the 
middle of March 1993. However, at that price, sales of butter virtually ceased. The 
price was subsequently lowered until it reached 180 R/kg in mid-June. Despite the 
drop in price, sales are not sufficient to consume all production. It is therefore likely 
that the price will have to be lowered even further. A similar situation applies to 
cheese where the price rose from 180 R/kg to 200 R/kg, but by mid-June had dropped 
to 165 R/kg.

15



Competitors

414 The Riga Central Dairy Plant is Tukums major competitor for the majority of its 
products in all regions. This applies particularly to liquid products - milk, kefir and 
cream - but also to a lesser degree with butter. With regard to cheese, Valmiera is the 
main competitor as it produces cheese which is of a higher quality than the "Bauska" 
cheese produced by Tukums. Tukums must try and compete with Valmiera by selling 
at a lower price.

415 Tukums can compete with the Riga plant not only because of its lower milk collection 
costs and hence product price, but also through packaging. Riga sells a lot of its 
product in tetra packs which raises the final price. Tukums sells its product in bulk in 
cans, in bottles, and for smaller quantities in plastic poly packs. These are all cheaper 
forms of packaging and lead to a price competitive product.

Marketing Strategy

416 One of Tukums' main strengths is that it is close to the largest population center in the 
country. As butter is proving difficult to sell at the moment, Tukums exploits this 
advantage and focuses on selling as much of its production as possible in the form of 
fluid products and cottage cheese in its local market. Only milk that can not be sold in 
those forms will be converted to butter which can be stored and transported if necessary 
for future sale. As long as the price for Bauska cheese can be kept down, then full 
production of that product, just over 400 tons per year, should be able to be disposed of 
on the domestic market.

417 Remaining competitive on the domestic market will imply keeping prices down both 
through controlling the purchase and collection costs of milk and through innovative 
packaging. Tukums will also endeavor to develop new products. Low fat products are 
popular on the market at the moment and Tukums is currently investigating the 
production of a low fat whole milk cheese.

418 In the short- to medium-term, Tukums will continue to try to develop contracts in the 
ex-Comecon market, in particular to try and dispose of excess butter.

SUPPLIES AND OPERATIONS

501 Milk purchases to May 1993 by Tukums were running at approximately 85% of 1992 
levels. If purchases continue at this level for the rest of the year then total purchases in 
1993 will be approximately 44,000 tons. This compares with 51,654 tons in 1992 and 
65,928 tons in 1991. Although Tukums has been dropping the price paid to farmers 
for milk, it is anticipated that for the remainder of the year, it will not significantly 
affect supply. However, in the future this could become a problem. (Details of 
historical and forecast purchases of milk by Tukums are included in the supporting 
documents.)
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502 Ensuring a stable and cost competitive supply of milk is crucial to the continued 
operation of the plant. Tukums is working with the pagast level cooperatives in the 
upgrading of milk collection stations. Work is currently planned or being undertaken 
in the Zantes, Matkules and Zemites pagasts. Tukums is also encouraging the pagasts 
to collect milk using their own vehicles to help lower costs. This is now happening in 
seven pagasts. Tukums itself has recently arranged for the state enterprise 
"Kurzemnieks", which collects milk for the Tukums plant, to take a share in the 
Tukums Dairy Association. By this means it will obtain a better contract for the 
collection of milk, thus helping to lower costs.

503 Tukums plans no major capital expenditure in the near future. The cheese production 
facility at Jaunpils is currently being upgraded, which will increase its capacity to two 
tons per shift. This work should be completed by 1995. In addition, new boiler 
facilities are being installed at the main Tukums plant. This work is all being financed 
out of current income.
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TUKUMS DAIRY ENTERPRISE 
Balance Sheet

Balances at December 31st 
(LVR in thousands)

UNAUDITED

1992 1991
ASSETS

Current Assets 
Cash
Short term investments 
Accounts receivable 
Inventory 
Other 
Total Current Assets

Fixed Assets
Assets under construction
Other Long term Assets

TOTAL ASSETS

LIABLITIES AND EQUITY

Current LJablities 
Accounts payable 
Other short term payables 
Other 
Total Current Liabilities

Long Term Debt 

Total Liabilities

Equity
Capital & retained earnings 
1992 Revaluation reserve 
Total Equity

TOTAL LIABILITIES & EQUITY

5,465
0

59,135
16,011
5,098

85,709

6,723
6,763

60

99,255

52,677
5,855
5,029

63,561

0

63,561

32,186
3,508

35,694

99.255 .

1,314
0

4,549
1,752
1,015
8,630

5,074
824

0

14.528

3,878
1,276

407
5,561

0

5.561

8,967
0

8,967

14.528

The accompanying notes to the financial statements are an integral part of this document



TUKUMS DAIRY ENTERPRISE 
Income Statement

For year ended December 31st 
(LVR in thousands)

UNAUDITED

1992 1991

Sales
Less: Turnover Tax 

Net sales

Less: Cost of Goods Sold 

Gross profit

Other Income 
Less: Other Expenses 

Net Other Income

PROFIT (LOSS)

Taxes

NET PROFIT (LOSS)

161,832 
0

161,832

140,177

21 ,655

1,673 
480

1,193

22,848

10,213

12,635 _

0 
0
0

0

0

0 
0
0

0

0

0

The accompanying notes to the financial statements are an integral part of this document.



FINANCIAL STATEMENTS

SUMMARY

The financial statements of the enterprise have been reformatted 
into a standard western format. The scope of this project did not 
include the restatement of the accounts in accordance with 
International Accounting Standards (IAS). As such, no adjustments 
to management's representation of financial information have been 
made. Nor has this compilation of financial information included 
any audit or due diligence efforts that in any way expresses an 
opinion on the financial information presented.

This effort has:

1) reformatted the enterprise's existing accounts into asset, 
liability, equity, revenue and expense categories;

2) eliminated entries which represent double counting of 
accounts;

3) compiled balance sheets and income statements, based on the 
existing Latvian accounts and management representations, as 
of and for the year ending December 31, 1992, and, when 
possible, for the year ending December 31, 1991, (the 1990 
financial statements have not been included in this report);

4) included interviews of the enterprise's management and 
accounting staff, which, along with the Latvian financial 
statements, are the basis of the notes to the financial 
statements for individual enterprises;

5) included interviews of Ministry of Agriculture personnel and 
management personnel from other Latvian dairy and bakery 
enterprises, which are the basis of the general notes to and 
background on Latvian accounting practices and financial 
statements included in this document; and

6) not added accounts omitted from the Latvian financial records 
which represent balance sheet and income statement entries 
necessary to meet IAS principles and more fairly present the 
financial position of the enterprise;

The financial information presented contains many limitations and 
issues which impact the content of the information, its 
comparability to other enterprises and other time periods, and the 
interpretative and analytical value. The major constraints and 
issues impacting the enterprise's financial statements are 
highlighted in the notes (general and enterprise-specific) to the 
financial statements, which are considered an integral part of this 
document.



NOTES TO THE FINANCIAL STATEMENTS
GENERAL

(Also See Enterprise Specific Notes)

LATVIAN ACCOUNTING PRACTICE

The following analysis sets out the basis on which the 
enterprises' financial statements are prepared and highlights the 
differences between Latvian and international standard accounting 
practice.

The analysis has been based on interviews with the accounting staff 
at the enterprises and The Ministry of Agriculture.

The laws on "Accounting" and "On Annual Reports" govern accounting 
practices in Latvia as of January 1, 1993. They are based largely 
on priciples set out by the Fourth Directive of the EC and the 
Danish accounting law in particular.

FINANCIAL STATEMENTS

The preparation of financial statements in Latvia is not in 
accordance with International Accounting standards (IAS). The 
fundamental accounting concepts are only partially observed:

  Going concern - all enterprises are correctly assumed to 
be going concerns and are accounted for on the basis that 
they will continue to trade with the current scale of 
operations.

  Consistency - books and records are kept using accounts 
which record the enterprise's activities and transactions 
which form categories of assets and liabilities. 
Although accounting policies are applied consistently 
during a given year, the past three years have been 
characterized by changes in government policy and 
directives as to form and content of financial reporting 
and accounting treatment of transactions.

In particular, the accounting formats changed between
1990 when they were prepared under the Soviet system, and
1991 when statements which were prepared under the 
Latvian system. The format was changed once more in 
1992, although not as significantly. No analysis is 
provided in the accounts to show the effects of these 
changes. The 1993 accounts and financial statements have 
also changed significantly from 1992, in an effort to 
more closely adapt to IAS.

  Accruals - accrual accounting was only introduced for the 
year ended December, 1992. Prior to this the basis used



was similar to a double entry form of cash accounting 
with some adjustments for prepayments. The changes 
initiated in 1992 do not reflect a full accrual basis, 
some aspects may still be considered a modified cash 
basis of accounting.

Presence - the financial statements do not reflect a 
conservative view of the affairs of the enterprise. No 
provisions are made to reflect irrecoverability of debt 
or other reductions in the value of assets.

The profit and loss information provided does not fully reflect the 
profit or loss generated or the amount transferred to reserves. 
The net profit figure does not take account of items such as 
interest paid, employee bonuses, and depreciation of certain asset 
categories and thus overstates the profit. Detailed expense 
information, ie analyzing expense categories included in cost of 
goods sold, is not included in the Latvian financial statements and 
therefore excluded from the reformatted financial statements.

Many different funds and reserves are maintained for a variety of 
purposes with the result that almost all transactions require 
transfers to be made to or from reserves in a manner which is not 
consistent with IAS.

As noted above, the financial statements are not comparable as a 
result of changes in format, asset revaluations which have been 
made, and the rapid inflation during the period.

As a result, it is difficult to assess a Latvian enterprise based 
on its financial statements. The only review of books carried out 
is one by tax authorities to ensure the compliance and accuracy of 
tax computations.

The financial statements provide evidence that books have been 
maintained. They do not necessarily reflect a true and fair view 
of the financial position of all of the enterprise's assets and 
liabilities, or that the revenue and expenses represent 
maintainable earnings.

The significant divergences from international accounting practice 
would make it difficult for an unqualified audit opinion to be 
rendered for the periods represented, if such an audit of the 
financial statements was attempted.

ACCOUNTING POLICIES

We set out below details of accounting policies for significant 
classes of asset and liability.



Fixed Assets

All state enterprises revalued their fixed assets at 1 January 
1992, in accordance with Government regulations. The different 
categories of asset were revalued according to published 
revaluation coefficients to reflect the deterioration in value 
caused by high rates of inflation.

The following coefficients were generally used for classes of 
assets purchased prior to 1989 for the 1 January 1992 revaluation:

Motor vehicles 
Instruments 
Machinery 
Imported Machinery

3.5 
2.5
2.5 
5.0

Additional revaluations took place at 1 January 1993. The following 
coefficients were determined by government regulation:

Assets purchased prior to 1990 10.0 
Assets purchased during 1991 3.0 
Assets purchased during 1992

Accumulated depreciation was adjusted in proportion to the change 
in fixed asset values. The revaluation surplus was credited to the 
statutory fund rather than being maintained in a separate reserve.

The method adopted for revaluations does not reflect the IAS 
practice on revaluation of assets, although in some way it reflects 
the change in value caused by inflation. No account is taken of 
the replacement cost of the assets, of their physical condition nor 
of any changes in the remaining useful life of the asset.

Depreciation

Depreciation rates are on average lower than those used in Western 
Europe and the US. Many items which would be considered small 
replacements or consumables are included as assets and depreciated 
over 1 or 2 years. Examples of the depreciation rates used are as 
follows:

Asset

Buildings 
Trucks 
Computers 
Machinery

- city use
- country use

Asset Life 
# of years

84 to 100 
7-14 

14

10
12

Annual Rate of 
Depreciation

1%
7-14% 

7%

10% 
8%



Office furniture with a value of less than 5,000 Latvian 
Rubles (LVR) are included as fixed assets, but not 
depreciated.

Depreciation is calculated monthly on a straight line basis 
commencing in the month of acquisition.

The definition of a capital asset is any item exceeding a specified 
cost. This threshold can be very low, for example 5,000 LVR for 
dairies. As a result, there a large number of very low value items 
b°ing included as assets rather than being expensed. These items 
are usually included as part of inventory. 50% of their value is 
written of when used, while the remaining 50% is written off on 
disposal. Assets under construction are recorded separately and 
are not depreciated until completed and put into operation.

Accounts Receivable

Accounts receivable are generally overstated. Amounts owed to the 
enterprise are included at full value with no adjustment made for 
bad or doubtful accounts. Until recently, the incidence of bad 
debts was so low that such provisions were not reguired. Detailed 
debtor ledgers are maintained and usually updated monthly, however 
no credit control is exercised.

With the privatization of some entities, former state debts are 
dismissed, leaving the enterprises to deal with government rather 
than the original debtor entity.

Inventory

Stocks are valued at cost with no provision for diminution in value 
or obsolescence. Many stock levels will be significantly 
overstated in the accounts. Stock levels are further misstated 
when consumables or small replacements are included in the asset 
line.

Reserves

The statutory fund and other reserve funds are used to reflect a 
variety of transactions. There are frequent transfers between 
funds which would not be possible under IAS. Thus for example, the 
purchase of a fixed asset requires the transfer of appropriated 
funds from a fixed asset fund to the statutory fund. There is no 
equity or share capital on the Latvian financial statements. For 
purposes of this analysis, the reserves which appear equivalent to 
equity have been classified as such on the reformatted financial 
statements.



Subsidies

Subsidies received from the state are not reflected in the income 
or prof it/ loss of the enterprise. The accounting treatment used 
results in an increase in reserves reflecting the amount of 
subsidies received even though the subsidies are for operating 
costs. Under IAS such amounts would be treated as income.

Liabilities

The principal categories of liabilities included in balance sheets 
are taxation and accounts payable. Liabilities for bank loans or 
other long term loans essentially did not exist.

Accounts payable balances are principally for suppliers. As with 
accounts receivables, any evaluation of the likelihood of payment 
or the period in arrears was not made.

Financial Planning

There are currently no financial forecasts or budgets prepared by 
the enterprises. This is partly because of the difficulty of 
forecasting in such a rapidly changing economy and partly because 
plans are considered to be a feature of the old regime and 
therefore no longer required. There is little understanding of the 
importance of budgeting for the overall financial control of an 
enterprise. Previously, all planning was centrally performed and 
given to the enterprises.

Enterprises currently are in the process of preparing privatization 
plans, and are preparing plans and future strategies for the first 
time. Some enterprises are in the preliminary stages of such 
planning, while others are more advanced and are being valued, and 
are near submission of these plans to the Ministry of Agriculture.

Internal and Accounting Controls

A review of internal and accounting controls was not within the 
scope of this review. All amounts presented are management 
representations .

Other Information

As previously stated, the enterprises have been operating in 
rapidly changing market and economic conditions. Extreme 
inflationary conditions began in 1991 and continued through 1992. 
Monthly inflation rates, based on the retail price index, were as 
high as 56.4% in January of 1992, the 1991 annual rate was 262%. 
In May of 1992, the inflation rate compared to May of 1991 was 
639%. Inflation had diminished by December of 1992.



Similarly, currency values have also been fluctuating. Comparisons 
to the US dollar from the. Bank of Latvia are presented below.

Annual Rate 1991 
December 1991 
October 1992

US$ expressed as LVR

0.05821 
103.5 Buy 
180 Buy

120.55 Sell 
191 Sell



Notes to Financial Statements - Enterprise Specific 
Tukums Dairy Enterprise

Note 1 - Significant Accounting Principles

As stated in more detail in the general notes and summary, 
Tukums Dairy Enterprise (Tukums), like other Latvian 
enterprises, during 1992 managed its accounts and financial 
reporting according to Republic regulations and guidelines. 
As such, Tukums did not employ a full accrual basis in 
recording assets and liabilities or in the recognition of 
income or realization of expenses during 1992 or 1991. The 
handling of accounts may be considered a modified cash basis 
with some accrual accounting in accordance with Latvian 
accounting practices and regulations in effect during the 
periods presented.

Fixed Assets are carried at historical cost and depreciated 
over the useful life (as prescribed by Latvian regulations) 
using the straight line method. However, fixed assets were 
revalued according to Latvian regulations on both January 1st 
of 1992 and 1993. The basis and coefficients employed in 
revaluation are discussed in more detail in the general notes 
to the financial statements.

Land (property) values were not recorded on enterprise 
financial statements in Latvia during any of the years 
presented.

A cash flow statement is not included in the financial 
statements presented, as the 1992 and 1991 Latvian accounts 
were not conducive to its preparation. Cash is held in 
Latvian currency (LVR), hard currencies (e.g. DM, US$), and 
other currencies (e.g. Russian, Georgian), exchange gains and 
losses are included in net income.

Note 2 - Accounts Receivable

Accounts Receivable for Tukums includes the following in 
thousands of LVR at December 31st:

Type of Accounts Receivable 1922 1991

Trade Accounts Receivable 54,154 3,306

Other Receivables 4,981 1,243

TOTAL 59,135 4,549

Tukums did not record any allowance for bad debts to reduce



the amount of the reported accounts receivable. According to 
management, they do not have any receivables they consider 
uncollectible. Most sales are paid in cash, with the 
exception of sales made to other state enterprises. Under new 
regulations, Latvian enterprises ar« allowed to collect 5% in 
fines from debtors for late payments.

Note 3 - Inventories

Inventories appear to be accounted for on a first in first out 
(FIFO) basis. An allowance for loss or spoilage is not 
recorded by the enterprise, nor does the carrying amount of 
inventory necessarily reflect the net realizable value of the 
inventory.

Note 4 - Fixed Assets

Fixed assets are generally carried at historical cost, as 
previously noted, except for the revaluations which have 
occurred in 1992 and 1993. Depreciation is expensed and 
accumulated on a straight line basis using the asset category 
useful lives as prescribed by regulations (see general notes 
for examples). Typically, the useful life of an asset under 
Latvian regulations is significantly longer than that 
considered appropriate by Western standards.

The following table displays the gross book value of fixed 
assets, accumulated depreciation, and net book value at 
December 31, 1991, after revaluation at January 1, 1992, and 
at December 31, 1992 for Tukums. Amounts are expressed as 
thousands of LVRs.

Fixed Asset - Gross

Less: Accumulated 
Depreciation

Net Fixed Assets

12/31/91

n/a

n/a

5,074

1/1/92

13,742

5,160

8,582

12/31/92

11,896

5,173

6,723

In the fixed asset category as presented on the financial 
statements, apartment buildings are included. Under the 
privatization law, such buildings will be removed from the 
assets of the enterprise and privatized separately. 
Consequently, the net book value of assets presented in these 
financial statements may overstate the net book value of the 
assets actually to be privatized.

Also see Note 8 regarding restitution claims.



Note 5 - Taxes

Tukums is subject to various taxes as an enterprise under 
Latvian regulations. The major taxes and the basis of the 
taxes assessed are outlined below.

Type of Tax

Turnover Tax 
Profit/Income Tax 
Land/Property Tax 
Social Tax

Tax Base

Sales 
Profit 
Profit 
Payroll

Percent of Base

6
35 
<2 
37

Note 6 - Credit Disclosures

Tukums's financial statements include only current types of 
payables, including taxes payable, trade payables to 
suppliers, accrued salaries, and other rents, etc. They do 
not represent to have any bank loans or long term debt, which 
is consistent with other Latvian enterprises, due to the 
banking system which currently does not extend such types of 
credit.

Note 7 - Equity Disclosures

Tukums currently prepares its accounts as a state enterprise. 
Equity on the balance sheet has been segregated to show 
separately the amount of equity which is the result of 
increases realized due to fixed asset revaluation at January 
1, 1992, and the total amount of equity associated with 
capital, retained earnings, and perhaps previous revaluations.

Note 8 - Contingent Liabilities

As is the case with all Latvian enterprises involved in 
privatization, potential claims may exist in regard to 
restitution to the pre-1941 land or building owners. 
According to Tukums's management, no search of the Archives to 
determine if former private owners may exist has been 
performed. No liability reserves for potential future claims 
have been included in the financial statements.

Note 9 - Other Notes

As stated in the general notes to the financial statements, 
Latvia has been in a transitional environment. Tukums's 
operations and financial statements have been impacted by such 
pressures as high inflation, significant demand shifts due to 
price liberalization and lifting of subsidies, dramatic policy



I
and regulation changes involved in the shift from socialism to 
capitalism, and the appreciation of the Latvian Ruble against 
currencies of other former Soviet republics. As such, the 
financial statements presented have significant limitations as 
to analytical value in comparing between time periods and 
between enterprises. The notes have merely presented and 
outlined the major factors and conditions underlying the 
financial statements which would influence their utility for 
users in making assessments of the enterprise's financial 
condition.



TUKUMS - Forecast Profit & Loss 1993
LVR (000)

Q1 02 Q3 Q4
year ended 
Dec. 1993

Sales Revenue 
Less Sales Tax (6%) 
Net Revenue

Less Production Expenses

Gross Profit (Loss) 
Less Profit Taxes 
Net Profit (Loss)

170,734 
10,244 

160,490

1 88,027 
11,282 

176,745

222,113 
13,327 

208,786

181,567 
10,894 

170,673

762,441 
45,746 

716,695

144,616 142,089 166,231 133,230 586,166

15,874 
5,556 

10,318

34,656 
12,696 
21,960

42,555 
15,408 
27,147

37,443 
13,441 
24,002

130,529 
47,101 
83,428

;/J



TUKUMS - Forecast Profit & Loss 1993
LVR (000)

BUTTER

Sales Revenue 
Less Sales Tax (6%) 
Net Revenue

Less Production Expenses

Gross Profit (Loss) 
Less Profit Taxes 
Net Profit (Loss)

CHEESE

Sales Revenue 
Less Sales Tax (6%) 
Net Revenue

Less Production Expenses

Gross Profit (Loss) 
Less Profit Taxes 
Net Profit (Loss)

CREAM

Sales Revenue 
Less Sales Tax (6%) 
Net Revenue

Less Production Expenses

Gross Profit (Loss) 
Less Profit Taxes 
Net Profit (Loss)

Q1

26,203 
1,572 

24,631

23,917

714 
250 
464

Q1

22,154 
1,329 

20,825

1 8,436

2,389 
836 

1,553

Q1

54,378 
3,263 

51,115

47,766

3,349 
1,172 
2,177

Q2

34,959 
2,098 

32,861

31,043

1,818 
636 

1.182

Q2

18,656 
1,119 

17,537

12,872

4,665 
1,633 
3,032

Q2

74,115 
4,447 

69,668

50,903

18,765 
6,568 

12,197

Q3

39,283 
2,357 

36,926

35,267

1,659 
581 

1,078

Q3

19,970 
1,198 

18,772

13,938

4,834 
1,692 
3,142

Q3

106,339 
6,380 

99,959

73,034

26,925 
9,424 

17,501

04

25,048 
1,503 

23,545

22,626

919 
322 
597

Q4

18,614 
1,117 

17,497

13,002

4,495 
1,573 
2.922

Q4

93,450 
5,607 

87,843

64,182

23,661 
8,281 

15,380

year ended 
Dec. 1 993

125,493 
7,530 

117,963

112,853

5,110 
1,789 
3,321

year ended 
Dec. 1993

79,394 
4,763 

74,631

58,248

16,383 
5,734 

10.649

year ended 
Dec. 199

328,282 
19,697 

308,585

235,885

72,700 
25,445 
47.255



TUKUMS - Forecast Profit & Loss 1993
LVR (000)

COTTAGE CHEESE Q1 Q2 03
year ended 

Q4 Dec. 1993

Sales Revenue 
Less Sales Tax (6%) 
Net Revenue

Less Production Expenses

Gross Profit (Loss) 
Less Profit Taxes 
Net Profit (Loss)

OTHER WHOLE MILK 
PRODUCTS

Sales Revenue 
Less Sales Tax (6%) 
Net Revenue

Less Production Expenses

Gross Profit (Loss) 
Less Profit Taxes 
Net Profit (Loss)

28,419 
1,705 

26,714

23,057

3,657 
762 

2,895

Q1

39,580 
2,375 

37,205

31,440

5,765 
145 

5,620

25,991 
1,559 

24,432

26,049

-1,617 

-1,617

Q2

34,306 
2,058 

32,248

21,222

11,026 
3,859 
7,167

23,532 
1,412 

22,120

23,585

-1,465 

-1.465

03

32,989 
1,979 

31,010

20,407

10,603 
3,711 
6.892

1 5,434 
926 

14,508

1 5,468

-960 

-960

Q4

29,021 
1,741 

27,280

17,952

9,328 
3,265 
6,063

93,376 
5,602 

87,774

88,159

-385 
762 

-1,147

year ended 
Dec. 1993

135,896 
8,154 

127,742

91,021

36,721 
10,980 
25,741



Assumptions to Forecasts

Production volumes in each of the quarters in 1993 for each 
product are assumed to be in the same proportion as production 
in 1992. The total volume of each product produced in 1993 is 
based on the ratio of first quarter 1993 production to first 
quarter 1992 production. Tables showing actual production on 
a quarterly basis for each product in 1992, and forecasts for 
1993 are attached.

The costs of production for all products for the last three 
quarters of 1993 will remain the same as those of March 1993 
except for the purchase price of milk. The purchase price of 
milk in March averaged 14.5 Rubles per liter. This was in 
line with the average purchase price through out the whole 
first quarter of 1993. However, by June 1993 the milk 
purchase price had dropped to an average of 9.5 Rubles per 
liter. It is possible that the price will have to be lowered 
yet again. For the forecasts therefore a price of 9.0 Rubles 
per liter has been used. Tables showing the cost of 
production by product in March 1993, and forecasts for the 
remainder of the year are attached.

Actual and forecast wholesale product prices for 1993 in 
Rubles per kilogram are as follows:

Product

Butter

Cheese

Cream

Other whole 
milk prods

Cottage 
Cheese

mid 
January

220

190

90

18

62

mid March

240

190

95

21

70

mid June

180

165

80

18

45

Forecast

170

160

80

18

40

The further lowering of the price of both butter and cheese 
reflects the fact that even at the mid-June prices not all the 
product being produced is being sold, some product is having 
to be stored. The price for cottage cheese is assumed to drop 
to reflect the fact that skim milk, the major raw product from 
which cottage cheese is manufactured, is moving into excess 
supply. This is forcing the price of cottage cheese down. 
Although some of this excess is currently being sold back to 
the farmers for animal feed at a profit, as quantities 
increase it is likely that the price farmers will be willing 
to pay for the product will drop to zero.



Sales of all products produced in the forecast period are 
assumed to occur in the quarter in which they are produced. 
[Note This is not the case for butter and possibly also 
cheese. However, the figures supplied for production, sales 
and storage for the first part of 1993 did not reconcile so no 
meaningful adjustment could be made to this assumption.] The 
167 tons of butter and 15 tons of cheese currently in storage 
are assumed to be sold off over the second half of 1993 and 
the first two quarters of 1994. As these products were 
produced using milk purchased at a relatively high price, it 
is assumed that they are being sold at the cost of production 
and hence the sales make no contribution to profits.

No allowance has been made for the effect of inflation.

.



Assumptions Note 1

TUKUMS - FORECAST PRODUCTION 1993 (tonnes)

Q1 02 Q3 04 Total

Butter 

Cheese 

Cream 

Cottage Cheese

Other Whole Milk 
Products

103

110

570

383

194

110

874

613

177

114

1254

555

98

106

1102

364

522

440

3800

1915

1867 1798 1729 1521

Note: Actual 1st Quarter 1993 production figures used



TUKUMS - PRODUCTION 1992 (tonnes)

Q1 Q2 Q3 Q4 Total

Butter 
% of total

Cheese
% of total

Cream
% of total

Cottage Cheese
% of total

Other Whole Milk 
Products
% of total

223
18

107
25

259
15

377
20

1402 
27

439
34

109
25

394
23

624 
32

1357 
26

393
31

111
26

546
33

554 
29

1319 
25

214 
17

104
24

479
29

367
19

1142 
22

1269
100

431 
100

1678
100

1922
100

5220
100



Assumptions Note 2 TUKUMS - Cost of Production March 1993 
LVR per tonne

Butter

Cheese

Cream

WM Prod.

Cottage Ch

Total

Milk*

190,310

133,350

67,384

13,280

49,574

453,898

Energy

11,468

5,319

4,017

688

4,804

26,296

Production 
Salaries

1,249

5,209

1,329

393

1,757

9,937

Transport

23,365

9,638

7,780

798

0

41,581

Production Costs as Percent of

Butter

Cheese

Cream

WM Prod.

Cottage Ch

Total

Milk*

81.96%

79.56%

80.41%

78.86%

82.35%

80.96%

Energy

4.94%

3.17%

4.79%

4.09%

7.98%

4.69%

Production 
Salaries

0.54%

3.11%

1 .59%

2.33%

2.92%

1.77%

Transport

10.06%

5.75%

9.28%

4.74%

0.00%

7.42%

Admin.

1,445

6,041

1,532

454

2,029

11,501

Total

Admin.

0.62%

3.60%

1.83%

2.70%

3.37%

2.05%

Other

1,782

6,725

828

1,108

904

11,347

Other

0.77%

4.01%

0.99%

6.58%

1 .50%

2.02%

Total 
Production 

Expenses

229,619

166,282

82,870

16,721

59,068

554,560

Total 
Production 

Expenses

98.89%

99.21%

98.89%

99.29%

98.12%

98.92%

Other 
Sales 
Costs

2,581

1,318

930

119

1,132

6,080

Other 
Sales 
Costs

1.11%

0.79%

1.11%

0.71%

1 .88%

1 .08%

Total

232,200

167,600

83,800

16,840

60,200

560,640

Total

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

•Milk prices calculated at 14.5 LVR/liter
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7. SUPPORTING DOCUMENTS



LATVIAN FINANCIAL STATEMENTS



UNAUDITED

TUKUMS DAIRY ENTERPRISE
Balance Sheet (Bilance) 

Line 
Nos. Assets (Aktivs)

31 Dec 1991 31 Dec 1992 1 Jan 1992

010 Fixed Assets
O20 Intangible Assets
030 Assets under construction
035 Assets not ready for use
O40 Long term investments
050 Current year profit/offset 500 or 510
O65 Amounts due from members
O70 Other receivables
O80 Current year loss/offset 500 or 510
090 Total - check

100 Raw Materials and consumables
110 Work in progress
120 Work in progress
130 Prepaid expenses
140 Finished goods
150 Finished goods
160 Other inventory
170 Total
171 Goods in transit

200 Cash on hand
210 Cash in bank
220 Hard currency accounts
230 Other bank accounts
240 Other bank accounts
250 Short term investments
270 Bank loan monies rec'd
300 Trade accts receivable
310 Bills of exchange
320 Payments in advance
325 Tax overpayments rec'ble
330 Other debtors
340 Employee loans
350 Social welfare expenses
360 Other receivables
370 Total - check

390 Total - check

10,234 

824

3,494

14,552

1,814

757

2,571

11,896 

6,763

60 
40,942

59,661

16,083

4,162

20,245

217

17 
1,080

3,306

266 
232 
258

745
6.121

23.244

1,681 
1,287 
2,343 

154

54,154

4,981 
936

65.536

13,742

145.442

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

TUKUMS DAIRY ENTERPRISE
Line
Nos. Liabilities (Pasivs)

400 Statutory fund 
410 Accum depreciation
420 Depreciation consumables
430 Investment financing
440 Other payables
445 Obligations to members
450 Financing reserve
460 Vaccation accrual
470 Amortization & Repairs
480 Payments received in advance
490 Unrealised profit on sales
500 or 510 Profit
520 Total - check

600 Short term payables
610 Medium term payables
620 Long term payables
630 Overdue loans!
640 Short term loans
650 Long term loans
660 Total - check

700 Accts payable - goods
710 Bills of exchange
720 Payments received in advance
730 Taxes payable
735 Privatization expenses
740 Social pension tax
750 Accured salaries
760 Other payables
765 Employee loans
770 Other
780 Total - check

800 Total - check

31 Dec 1991 31 Dec 1992 1 Jan 1992

17.732

1,276

1.276

3,646

43

84
105
358

81.884

5,855

5,855

44,518

6,554

579
1,026
5,026

6,379 
5,160

62 
824

1,764 
49

3,494

9,918 
5,173

72 
6,763

19,013 
3

40,942

9,887 
5,160

1,764

Fixed asset movement 
Accumulated Dep 
Difference Net Assets 
Statutory Fund movement

Calculation
3,508

0
3.508 
3.508

The accompanying notes to the financial statements are an integral part of this document



UNAUDITED

TUKUMS DAIRY ENTERPRISE 
Income Statement (Finansu Rezultanti)
Line 
Nos.

010 Revenue from goods sold
020 Turnover tax
030 Sales less tax - check
040 Product and period costs
050 Profit -check
060 Other sales results
070 Non-sales operations
071 Investment Income
080 Profit and loss totals
090 Net profit - check

100 Non taxable income
101 Value of stock sold

1992 
Revenues

1992 
Costs

1991 
Revenues

1991 
Costs

161,832

161,832 0
140,177

21,655 0

1,673 480

23,328 480 0 0 
22,848 0

Use of Profits Statement 1992 
(Pelnas Izlietosana)

200 Income tax expense
210 To reserves
220 To capital funds
221 To the investmemt fund
230 To dividends
240 To previous year's losses
250 Donations
260 Other

Uses of profits - check

1992

221 is subset of 220

22.848

Use of Profits Statement 1991 
(Pelnas Izlietosana)

200 Income tax expense
210 To reserves
220 Production Development
230 Social development
240 Employee bonus/incentives
250 Donations
260 Other
270 Other

Uses of profits - check

1991

The accompanying notes to the financial statements are an integral part of this document.
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COUNTRY DATA - LATVIA

GNP per capita in USD in 1991

General

3,410

Area (square km) 64,600
Population, 1990 mid-year (thousands) 2,670
Growth rate, 1980-90 (percent) 0.6
Density, 1990 (per square km) 40

Social Indicators
Population characteristics

Crude birth rate, 1990 (per 1,000) 14.2 
Crude death rate, 1990 (per 1,000) 13.0 

Health
Infant mortality rate, 1990 (per 1,000 live) 10.8 
Life expectancy at birth, 1990 70.5

Gross Domestic Product

Current Prices 
(million rubles)

Real Growth Rates 
(annual % change)

1990 1991 1990 1991

GDP at market prices 1 2,20 1 .0
Total consumption

Private consumption
Government consumption

Gross domestic investment
Fixed investment
Change in stocks

Net Exports

8,226.0
6,888.5
1.337.5
4,057.0
3,337.9

719.1
-82.0

28,665.0
16,198.0
13,249.6
2,948.4
9,669.5

N.A.
N.A.

2,797.5

-3.5
N.A.
N.A.
N.A.
N.A.
N.A.

—
* —

-8.3
N.A.
N.A.
N.A.
N.A.
N.A.

—
~—

Output, Employment and Productivity

GDPinl991 Employment in 1991 GDP per worker

min RUR % of total thousands % of total rubles % of average

Agriculture 
Industry
Services

5,739.0 
13,907.0
9,019.0

20.0 
48.5
3 1 .5

226.6 
433.6
736.3

16.2 
31.0
52.8

23,326 
32,073
12,244

123.4 
156.3
59.7

Total/Average 28,665.0 100.0 1,396.8 100.0 20.522 100.0

Source: Lama; 7'm/jsifion to .1 Market Economy. The World Bank. 1993



Latvia: Consumer Price Index 
(1987 = 100.0)

Consumer Price Index

Average Price of Goods 
Purchased

Price of Services

Memorandum Items:

Percent Change from Previous Year

Consumer Price Index

Average Prices of Goods

Purchased Price of Services

1988

103.6

104.2

100.1

3.6

4.2

0.1

1989

108.5

109.6

101.3

4.7

5.2

1.2

1990

119.9

122.2

104.5

10.5

11.5

3.2

1991

326.4

342.2

231

172.2

180

121.1
Source: State Committee for Statistics



Latvia: Average Monthly Salary of Workers 
(Rubles per Month)

Agriculture
Industry
Construction
Education
Health

Average Salary in
State Enterprises

Average Salary in:
Agricultural Cooperatives

Other Cooperatives

1980

157

186.3
203.8
142.1
133.2

171.4

151.9

NA

1981

166.8
189.8
207.9
144.3
135.8

175

159.7

NA

1982

174.1
195.7
218.4
145.4
139.5

180.4

168.4

NA

1983

185.7
198.2
228.2
145.5
138.5

183.6

183.4

NA

1984

203.6
205.6
235.8
148.5
139.5

190.3

205.2

NA

1985

214.2
212.1
241.7
154.6
141.7

195.9

212.7

NA

1986

224.2
217.5
249.6
159.6
144.2

201.4

222.7

NA

1987

226.6
225.4
265.6
168.1

154

208.9

230.9

NA

1988

235.1
248.2

295
171.6
162.9

227

243.1

495

1989

259.2
270.8
332.9
177.7
176.4

249.9

264.1

668

1990

281.2
309.1
385.4
195.5
203.8

290.9

300.5

507

1991

473.4
602.3
674.4
459.2
451.5

561.4

457.7
694

Source: State Committee for Statistics.



Productivity Comparison, 1989

Commodity
Democratic Republic 

Finland Latvia USSR of Germany

Grain (quintals/ha)
Potatoes (quintals/ha)
Sugar Beet (quintals/ha)
Milk (kg/cow)
Eggs (units/hen)
Feed conversion (pigs)
Inputs
Labor/ 100 hectares

N/ha
P/ha
K/ha

29.3
219.0
320.3

5,246.0
N.A.

3.2

7.9
100.0
30.0
56.0

23.5
155.0
294.0

3,636.0
219.0

9.8

11.4
91.5
71.4

123.8

19.0
20.0

249.0
2,600.0

N.A.
N.A.

N.A.
N.A.
N.A.
N.A.

44.0
233.6
302.3

3,821.0
220.0
N.A.

8.2
141.3
56.4
94.4

N.A. = not available
Note: N = nitrogen; P = phosphorus; K = potassium

Source: Latvia: Transition to a Market Economy, The World Bank, 1993



PERCENTAGES OF MILK PURCHASES 
BY "KOMBilMAT" DAIRY COOPERATIVES 
(in metric tons)

Name of Enterprise

Riga
Valmiera
Liepaja
Rezekne
Daugavpils
Jelgava
Tukums
Jekabpils
Bauskas
Ventspils
Agrofirma "Koknese"
Kraslava
Aizpute
Preili
Saldus

TOTAL

% Change 
1992-1991

-31.84%
-30.21%
-15.68%
-36.04%
-40.53%
-23.43%
-21.72%
-37.42%
-28.09%
-32.46%
-36.36%
-34.63%
-35.76%
-30.26%
-2C.94%

-30.03%

Tons 
1991

122,599
289,334
140,399
264,892

67,948
146,615
65,983
60,437
79,058
28,703
50,152
60,051
36,380
50,580
55,363

1,518,494

% 
Total

8.07%
19.05%
9.25%

17.44%
4.47%
9.66%
4.35%
3.98%
5.21%
1.89%

. 3.30%
3.95%
2.40%
3.33%
3.65%

100.00%

Tons 
1992

83,563
201,927
118,388
169,427
40,407

112,266
51,654
37,821
56,852
19,387
31,918
39,255
23,369
35,277
41,001

1,062,512

% 
Total

7.86%
19.00%
11.14%
15.95%
3.80%

10.57%
4.86%
3.56%
5.35%
1.82%
3.00%
3.69%
2.20%
3.32%
3.86%

100.00%

Source: The Ministry of Agriculture of the Republic of Latvia
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Environmental Assessment of Tukums Dairy

Latvian Agribusiness Privatization Project 
June 12, 1993



1.0 SUMMARY OF ENVIRONMENTAL PROTECTION IN THE REPUBLIC OF LATVIA

This chapter summarizes the current environmental protection 
laws and practices in the Republic of Latvia based on reading of 
Latvia: A Transition to a Market Economy, A World Bank country 
Study, The International Bank for Reconstruction and Development, 
1993 and discussions with personnel from seven dairies in the 
country, three Environmental Protection Committee (EPC) personnel 
in Headquarters, three Regional EPC personnel, and two local 
municipal treatment plant personnel.

The majority of the comments made in this entire report are 
based on translations (from both Latvian and Russian) of either 
written or oral comments. Because of the potential disparity in 
interpretation of questions and answers through the translation 
process, the discussion that follows should be read with that in 
mind.

1.1 Environmental Institutions

The Environmental Protection Committee (EPC) was created by 
the Latvian Supreme Council on June 2, 1990 (after the self- 
declaration of independence) . The Supreme Council both appoints 
the Chairman of and elects members of the EPC. At present, the 
Chairman is Indulis Emsis. The EPC was placed outside of the 
Council of Ministers structure (but at the same level); the 
rationale being that the importance of the environment should not 
be lost amid economic priorities. The EPC will be incorporated 
into the parliament shortly after the June 1993 elections, 
including the selection of a minister to head the ministry. As 
such, the future of the EPC is difficult to predict. It is 
expected that few if any of the top officials in the EPC will 
remain in their existing positions. It is likely, however, that 
staff level employees, especially in regional offices, will 
maintain similar responsibilities. Nonetheless, the discussion 
which follows describes the environmental laws, EPC policy, and 
general environmental protection attitudes. The reader is warned 
that significant changes may occur upon entrance of the EPC into 
parliament.

The EPC is divided into technical and enforcement 
subdivisions. The technical section is headed by the first vice 
chairman and sets policy and standards while the enforcement 
section is headed by the chief inspector and implements the legal 
mandates in the field, including levying penalties and taxes. Nine 
regional committees and other state institutions assist with the 
implementation of these requirements.

Environmental organizations who assist the EPC to develop, 
implement, and enforce the regulations include; the Research 
Center, the Analytic and Information Center, the Forest and Hunting 
Inspection Committee, the Water Resource Use and Inspectorate, the



Water Reservoirs and Mineral Resources Inspectorate, and several 
nature reserves. The Hydrogeological and Meteorological Institute, 
a Soviet designed group with the best monitoring capabilities in 
Latvia, performs independent monitoring and maintains a database. 
The EPC coordinates many activities with this group, but has no 
administrative control over it.

The nine regional EPCs are responsible for issuing permits for 
projects, enforcing regulations, and providing public information 
services. Latvia has 26 local government administrative units, so 
each regional committee has about 3 local government units. Each 
regional committee has 5 subdivisions: (1) an inspectorate (the 
largest group); (2) a sampling and testing laboratory; (3) an 
expert group for performing environmental impact assessments 
prepatory to the issuance of permits for new or expanded 
facilities; (4) a cadastre that catalogs statistics on emissions, 
natural resource use, volumes, etc., and (5) support services.

The regional EPCs are primarily geared towards determining the 
pollution charge level, to inspect for compliance, to impose 
penalties for exceeding limitations, and to negotiate a compliance 
schedule to achieve the necessary reductions in emissions. The 
ultimate sanction, closing down an enterprise, has not yet been 
exercised.

1.2 Environmental Laws

Since 1990, the Supreme Council of the Republic of Latvia has 
enacted several laws governing environmental protection:

  The Law on the Environmental Protection Committee (June 
1990) establishes the Environmental Protection Committee 
(EPC) as the executive and oversight authority for all 
environmental protection and natural resource use in 
Latvia and is accountable of and subordinate to the 
Supreme Council. The EPC thereby formulates, implements, 
and oversees unified policy for environmental protection 
and natural resource use. This law also grants the EPC 
authority to monitor without hinderance to assess 
compliance with environmental laws. Finally, this law 
sets out the requirement that the EPC must prepare an 
account of its activities at least annually and submit 
this report to the Supreme Council.

  The Law on State Environmental Impact Assessments 
(October 1990) establishes and regulates the 
environmental impact process in Latvia. Environmental 
Impact Assessments are a prerequisite for thr: financing 
of any state industrial project. If the assessment 
determines that the project directly or indirectly 
impacts, or in the future, may impact the surrounding 
environment, public health, or living conditions, state



institutions of authority and administration will 
determine the fate of the facility.

  The Environmental Protection Committee Inspectorate 
Regulation (October 1990) vests authority in EPC 
inspectors to verify, without impediment, the observation 
of the environmental protection law, for both 
environmental protection and natural resource use, and 
provides enforcement powers in these inspectors to ha.it 
activities that violate the law and to punish violators.

  The Law on Natural Resource and Pollution Charges 
(December 1990) establishes charges for the use of 
natural resources and the release of effluent within 
standards and enforces sanctions against those who exceed 
permitted limitations or whose releases exceed the 
standards. Funds collected from these taxes and fines, 
of which 25 percent goes to the Republic of Latvia 
national budget and 75 percent goes to the local 
municipal government budget, must be used for activities 
related to environmental protection.

  The Law of Environmental Protection (August 1991) 
delegates primary responsibility to the EPC regarding 
environmental protection, natural resource use, 
environmental impact assessment procedures, standards, 
permits, and public information and sets out goals for 
the protection of the environment and the rational use of 
natural resources.

At this time, these regulations identify overall goals rather 
than specific operative limitations and requirements. The EPC and 
the Supreme Council are considering new laws to improve 
implementability of the requirements and to make the laws more 
technically defensible. For example, a new hazardous waste law was 
recently enacted, setting out specific requirements for wastes 
exhibiting corrosive, reactive, ignitable, or toxic properties.

Latvia has also instituted specific regulations for water use, 
water use permits, wastewater discharge permits, and wastewater 
discharge standards which were confirmed with the Latvia EPC 
Council on November 29, 1991 (Resolution Number 3). These 
regulations, which were implemented starting in 1992, limit the use 
of water and set maximum allowable discharge standards to Latvian 
waters (i.e., water quality standards).

Regardless of the quality of the existing regulations, changes 
to all environmental laws will occur, if nothing else than to 
revise the administrative procedures of the law (i.e., now being 
within the parliament).

Unfortunately, at this time, privatization efforts have paid 
little or no attention to environmental issues that may be of 
concern at these enterprises. Similarly, the EPC, aware of the



economic hardship, has been willing to forego strict enforcement of 
environmental standards. The EPC waives fines at enterprises on a 
regular basis as long as the enterprise is aware of ':he 
environmental problems at its plant and is willing to do "whatever 
it takes" to improve its situation with the exception of making a 
capital investment. Enterprises that do not appear to care about 
the future of the environment typically are required to pay fines, 
hopefully to instill a sense of urgency in the protection of the 
environment.

1.3 Environmental Standards

Latvia uses the water standards of the former Soviet Union and 
has added a limited number of its own national standards. The 
Soviet standards are more stringent than European Community or 
United States standards; however, enforcement of these standards 
was minimal in the Soviet Union. The setting of unrealistic 
limitations led to general disregard for environmental laws and 
regulations. Over 2,000 water quality indicators were applied in 
the old Soviet system. Individual industrial effluent limitations 
are to be based on manual calculations taking into account the 
characteristics of the receiving stream. Discussions with dairy 
personnel indicate that in most cases, rather than setting site- 
specific limitations, the EPC uses a National set of effluent 
limitations, per the EPC Council Resolution Number 3 (November 29, 
1991). These effluent limitations for pollutants associated with 
dairies, along with National water quality criteria applicable in 
the receiving waters, are provided in Table 1.1. These limits were 
developed by the EPC using both the old Soviet standards and more 
recent European Community (EC) standards as a basis.

Table 1.1. Pollutant Limitations and Water Quality 
Criteria Applicable to Dairies

NO.

1

2

3

4

5

6

7

8

PARAMETER

Suspended Solids

Chlorides

Sulfates

Biochemical Oxygen Demand

Chemical Oxygen Demand

Nitrate Nitrogen

Nitrite Nitrogen

Ammonia Nitrogen

WATER QUALITY 
CRITERIA
(mg/D

 

300

ion

3

15

9.1

0.02

0.39

EFFLUENT 
LIMITATION 

(mg/1)

15

300

500

12

90

25 I

0.15

8



9

10

11

12

13

Phosphates

Anionic Surfactants

Nonionic Surfactants

Fats

Oil Products

0.25

0.1

0.1

-

0.05

2.5

0.5

2

5

0.5

Similarly, air standards were adopted from old Soviet 
regulations and apply to over 500 pollutants. For dairies, 
emission monitoring is not routinely performed, but dairies are 
required to pay taxes for air pollution from boilers, furnaces, and 
ammonia refrigeratic;-, systems based on the quantity of chemicals 
used or oils burned. Limitations on the quantity of pollutants 
that can be emitted are contained in air permits. These quantities 
are based on the chemicals used or burned rather than on actual 
emission monitoring results.

1.4 Enforcement

As identified in Section 1.1, permits are issued by regional 
EPCs. The permits stipulate effluent limits for major pollutants 
and are subject to revision every year. When a facility does not 
have control equipment to meet emission standards, temporary limits 
are established through negotiations on the basis of the best 
possible utilization of the technology currently in place at the 
plant.

Natural resource and pollution taxes and fines were introduced 
in the Law on Natural Resource and Pollution Charges. The taxes 
are based on the use of natural resources (e.g., surface water and 
groundwater) and the pollution of air and water according to the 
quantity used or discharged. As of June 1993, the specific tax 
rates for natural resource use are provided in Table 1.1. Tax 
rates for pollution are provided in Table 1.2. Note that rates for 
natural resource use and pollution emission are subject to change. 
For example, the rates provided in Tables 1.1 and 1.2 denote a ten­ 
fold increase effective January 1, 1993.

Fines have to paid by enterprises if permit limits are 
exceeded and amount to three times the fees and are paid to the 
State Environmental Protection Fund from after tax profit. Seventy 
percent of the fines go to the regional EPC and thirty percent go 
to the National EPC. In 1991, about 6 million Russian Rubles 
accrued to th?. fund.

At present, there is no National requirement for industries in 
Latvia to perform independent sampling and analysis of emissions. 
This work is performed by the EPC, and its subordinate 
organizations, and the Hydrogaological and Meteorological Agency.



There are, however, some Regional EPCs that have required 
industrial facilities to monitor wastewater discharges and report 
results to the Regional EPC. Latvia does not have National 
sampling and analysis protocols that must be followed. Rather, the 
EPC will occasionally compare its laboratory results with 
enterprise analytical results and if large discrepancies are noted, 
the EPC will try to determine the cause of these problems. Quite 
oftan, the problem is traced to the analytical procedures, however, 
again it should be noted, that with the poor state of the economy, 
laboratory reagents are difficult to purchase, making laboratory 
work less reliable.

Dairies that discharge wastewater to a municipal (e.g., City) 
treatment plant are subject to the requirements of the treatment 
plant personnel rather than the EPC personnel. In these cases, the 
City staff issues a permit to the dairy that identifies the volume 
of wastewater permitted to be discharged and the allowable nature 
and concentration of the wastewater. Sampling may be conducted by 
the EPC and/or the City and may also require self-monitoring on the 
part of the dairy. Specific requirements for industries 
discharging to municipal treatment plants are not set out in the 
environmental regulations, rather, City personnel develop 
limitations based on the amount of water and pcllutants that its 
treatment plant can accept and still meet its wastewater permit 
limitations.

Table 1.1. Tax Rates for Natural Resource Use

TAX RATES FOR WATER USE

NO.

1

2

3

4

TYPE OF WATER USE

Ground water

Surface water

Medicinal mineral water

Table mineral water

TAX RATE (LVR/M3 )

1.0

0.2

5.0

20.0

TAX RATES FOR NATURAL RESOURCE ACQUISITION

NO.

1

2

3

4

5

RESOURCE TYPE

Ground soil

Sand

Sand and gravel mixture

Gravel

Clay

TAX RATE (LVR/M3 )

1.0

2.5

8.0

6,0

3.0



6

7

8

9

10

11

Dolomite

Limestone

Gypsum

Peat

Sapropel

Medicinal mud

8.0

15.0

20.0

3.0

2.5

36.0

Table 1.2. Tax Rates for Pollution

TAX RATE FOR POLLUTION WITHIN NORMATIVES, WASTE DISPOSAL

NO.

1

2

3

WASTE CLASSIFICATION

Non-toxic wastes

Toxic wastes

Extremely toxic wastes

TAX RATE (LVR/M3 )

30

100

3,000

TAX RATES FOR AIR POLLUTION

NO.

1

2

3

4

POLLUTION CLASSIFICATION*

Non-toxic emissions

Medium hazard emissions

Hazardous emissions

Very hazardous emissions

TAX RATE (LVR/TON)

200

300

650

650,000

TAX RATES FOR WATER POLLUTION

NO.

1

2

3

4

POLLUTION CLASSIFICATION*

Non-toxic substances

Medium hazard substances

Hazardous substances

Very hazardous substances

TAX RATE (LVR/TON)

200

2,000

500,000

3,000,000

The separation of polluting substances according to hazard 
level is done according to classifications set by the Republic 
of Latvia Environmental Protection Committee.

POLLUTION CLASSIFICATION ACCORDING TO HAZARD LEVEL 
(Air and Water Pollution)



1.

2.

Non-toxic 

Medium hazard

Dust, suspended materials, sulfate,
alkaline metal chloride.
Carbon dioxide, phosphorus, nitrate,
nitrite, iron compounds, biodegradable
organic compounds, fats, surface active
substances.

3. Hazardous Sulfur and nitrogen oxides, oil products,
phenol, alcohol.

4. Very Hazardous Aromatic hydrocarbons, cyanide and its
derivatives, heavy metals, and 
pesticides.

1.5 Environmental Audits

Industrial environmental audits can be valuable in guiding 
programs for remedial development and prioritization of activities. 
One of the most important benefits of plant-wide environmental 
audits is to identify processes and operational practices that are 
large pollution generation sources. This can assist plan-s in 
making changes that reduce pollution rather than focusing on 
control, which can be costly and, often, ineffective. Process 
changes can provide other benefits as well, such as reducing 
operating costs, and maximizing plant efficiency. It is also 
important to instill environmental auditing as an in-house plant 
management activity that keeps up with the dynamic workings of all 
types of manufacturing operations, due to process and product 
changes, technology changes, utility pricing, and market changes. 
The highest priority for dairies should be given to the protection 
of surface waters. Problems are emerging, both at the industrial 
and municipal level, with the operation of wastewater treatment 
units because of the shortage of replacement units and spare parts 
from the old Soviet Union and the higher costs of this equipment 
from westernized countries.

1.6 Conclusions

Technical solutions are available for most of the 
environmental problems caused by industry. Key measures for 
control should include the expanded use of modern aquipment for 
industrial pollution control, waste utilization, and environmental 
monitoring. Substantial investments may be necessary to meet 
environmental goals, but care must be taken to invest in pollution 
controls for industries that will remain economically viable for a 
period of time and are not likely to close down soon. Investments 
should be cost effective and should provide the only alternative to 
achieve the pollution reduction goals.



2.0 TUKUMS DAIRY

The Tukums Piens (Tukums Dairy) enterprise consists of three 
plants; one located in the City of Tukums, one in the Village of 
Jaunpils, and one in the Village of Kandava. The primary focus of 
the report is on the Tukums plant, but an overview of environmental 
issues at Jaunpils and Kandava are also discussed.

2.1 Introduction

The Tukums dairy receives approximately 75 t (all references 
are to metric tons) of raw milk and about 10 t of cream daily. The 
plant is operating at about 50 percent capacity. The Tukums dairy 
manufactures fluid milk products, butter, kefir, cottage cheese, 
and cream. The largest consumption of raw milk is the production 
of 3-5 t of cottage cheese and 5 t of butter daily. The plant is 
experimenting with casein production as a way to get rid of its 
skim milk.

The dairy in Tukums discharges wastewater both to the City and 
the receiving stream. Dairy processing wastewaters are discharged 
to the City. Non-contact cooling water is discharged to the river 
adjacent to the dairy.

Whey is returned to farmers for use as hog feed. Often, the 
dairy can not sell all this whey and has to discharge the excess 
whey to the sewer.

2.2 Water Use

The plant uses approximately 450 m3 of water a day, 
approximately half of which goes to the City treatment plant. 
Water use is high at the plant. Significant sources of water 
include; bottle washing operations for fluid milk and cream 
packaging, cottage cheese washing operations, and general equipment 
and floor cleaning.

2.3 Wastewater Treatment

Tukums does not have wastewater treatment for its process 
wastewater. The facility does have a sand filter to trap large 
particles prior to discharge, this being to prevent clogging of the 
collection system. The dairy claims it does not have the money to 
build treatment, but the Regional EPC inspector feels that the 
fines imposed on the dairy for violations should be enough of an 
incentive to initiate construction of a treatment plant.

The dairy is located in an area where there is little land 
available to build a treatment plant (i.e., landlocked); however, 
land is available a short distance away which is available for the
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dairy to build its treatment. It appears as though the dairy has 
negotiated with the City for the use of this land. The dairy is 
working on plans to construct a treatment system, but the Regional 
EPC feels that progress is too slow.

The dairy's planned design for its treatment system include 
anaerobic and aerobic treatment in two 350 m3 tanks, followed by a 
100 m3 biofilter, and stabilization in a biological pond. Under 
this treatment scenario, the dairy expects to achieve about 96-97 
percent removal of BOD. The dairy does expect a large amount of 
energy to be consumed to keep the anaerobic treatment tank at its 
operating temperature of about 30 degrees Celsius. According to 
the dairy, this treatment system should cost about 5-6 million 
Rubles to build.

The City operates a design capacity 3,400 m3 a day secondary 
treatment plant, employing activated sludge biological treatment 
with an average daily flow of 6,000 m3 a day. The City began an 
expansion to increase plant capacity in 1989, but funding is 
inadequate to complete the construction. The City estimates that 
it will take about 25 million Rubles to complete the plant, but 
only have funding of 5 million Rubles. As such, the existing plant 
is operating at almost twice the capacity and is unable to meet its 
discharge limitations. The Tukums dairy is one of the two largest 
contributors of wastewater and BOD to the treatment plant.

2.4 Groundwater Quality

The dairy stated that it has not problems with the quantity or 
quality of groundwater that is uses at the plant.

2.5 Compliance with Existing Regulations

The dairy has had effluent limitations since 1989 for its 
discharge to the City. The City fined the dairy 597,000 Rubles in 
the first quarter of 1993 for violations of discharge limitations 
(primarily BOD). These limitations are in Tukums' wastewater 
discharge permit, which was developed by the City and the Ventspils 
Regional EPC, based on the enterprise's calculations of loadings 
contributed to the City. These limitations were updated less than 
one month ago. The City does not fine the dairy for all discharge 
violations because of the economic hardship that would be imposed. 
As such, fines are imposed on an irregular basis, more to try to 
stimulate attempts to reduce pollutant concentrations than to 
severely penalize the plant.

The dairy's range of wastewater discharge concentrations and 
corresponding discharge limitations for pollutants of concern are 
as follows: Total Suspended Solids (TSS), 500-1,500 mg/1 average 
discharge (limit of 450 mg/1); Biochemical Oxygen Demand (BOD), 
800-2,200 mg/1 average discharge (limit of 450 mg/1); Chemical



Oxygen Demand (COD), 1,100-3,600 mg/1 average discharge (limit of 
700 mg/1); and fats, 50-200 mg/1 (50 mg/1 limit). The plant's 
permit also includes limits for synthetic surfactants, ammonia, 
nitrate, nitrite, phosphate, and total nitrogen.

Tukums Regional EPC oversees the City of Tukums wastewater 
treatment plant. Wastewater is sampled as a joint venture between 
the City, the Jurmala EPC laboratory, and the dairy. These samples 
are collected each month and are apparently collected both as grab 
samples and composite samples (taking into account flows at various 
times of the day).

Additionally, the amount of groundwater extracted from 
groundwater wells (550 m3 ) , the amount of cooling water discharged 
directly to the river (230 m3 ) , and the amount of process water 
discharged to the City (220 m3 ) is also limited in the dairy's water 
use permit. The plant has flow meters to measure these flows.

2.6 Summary

Tukums lack of treatment has put a lot of pressure on the City 
to comply with its wastewater discharge limitations. As Tukums is 
one of the largest contributors to the City in terms of both 
hydraulic and organic loadings, the City appears to fine the dairy 
only to cover the cost of their own fines. Based on the effluent 
data provided for Tukums' discharge, it does not appear as though 
in-house management practices would have a significant impact on 
the City's ability to meet its discharge permit limitations. Until 
Tukums installs treatment, Tukums will continue to be one of the 
largest contributors of organics to the City.

3.0 JAUNPILS DAIRY

The Jaunpils Dairy receives approximately 30-40 t of raw milk 
daily and is operating at about 50 percent of its capacity. The 
plant manufactures about 1 t of cottage cheese, 1.5-2 t of sour 
cream, and about 0.35 t of caraway seed cheese daily. The dairy 
also has equipment to make butter, but, anymore, this is rarely 
used. Approximately 3-4 t of cream is sent to Tukums daily. 
Jaunpils is reconstructing its cheese production area, scheduled to 
be completed in 1995. This will increase cheese production 
capacity to 2 t per shift.

Skim milk, generated in the separation of raw milk, is 
returned to the farmers as is a portion of the whey generated from 
cheese manufacturing. The remaining whey is discharged to the 
sewer. The production manager did not know what percentage of whey 
went to each of these two practices as whey disposal is changing 
almost daily.

The plant uses about 50-75 m3 of process wastewater daily, all



of which is discharged to the City treatment plant. The plant also 
uses about 100 m3 of water for cooling that is discharged directly 
to the river. The plant is permitted to discharge 80 m3 a day of 
process wastewater and 102 m3 a day of non-contact cooling water. 
The majority of the process water is from once-through equipment 
cleaning and washing of whey. Steam and caustic soda are used to 
sanitize the equipment.

Jaunpils does not have wastewater treatment, other than three 
large (approximately 8-10 m3 each) underground tanks used for solids 
settling prior to discharge to the City.

The dairy discharges its process wastewater to the City 
treatment plant, which consists of equalization, mechanical 
screening, aeration, sedimentation, and stabilization. The plant 
has a design capacity of 700 m3 of wastewater a day and is operating 
around capacity. At the time of the visit, the aeration system was 
unable to provide adequate oxygen, causing the activated sludge to 
turn black in one of the two aeration basins. While the plant is 
manned 24 hours a day, at the time of our visit, the operator was 
not present.

The majority of the storm water from the dairy discharges to 
the City treatment plant. There are areas around the facility that 
seem to be sloped to allow storm water to flow off plant property, 
although it did not appear likely that this storm water would be of 
concern (i.e., no process wastes).

The dairy uses both groundwater and surface water at its 
plant. The EPC set limits on the consumption of both types of 
water use. The plant is permitted to use 110 m3 of groundwater 
(drinking water quality) and 82 m3 of surface water a day.

It did not appear as though the Jaunpils dairy had effluent 
limitations for its discharge to the City's treatment plant, and if 
it did, these limitations were not being enforced.

4.0 KANDAVA DAIRY

The Kandava Dairy receives approximately 30-40 t of raw milk 
a day at this plant. The plant manufactures whole milk products, 
cream, cottage cheese, and cheese and is operating at about 50 
percent of its capacity. Approximately 3-4 t of cream is sent to 
Tukums daily. The plant generates approximately 8-10 t of skim 
milk a day.

The facility is permitted to use 238 m3 a day for process and 
drinking water and 9 m3 a day for cooling water.

Kandava does not have wastewater treatment. All wastewater is 
discharged to the Village treatment plant. The Village's existing 
treatment plant is a 650 m3 a day primary treatment plant with



mechanical screening and sedimentation. The system is in total 
disrepair, appearing as though operation and maintenance is no 
longer performed. At the time of our visit, the water flowing 
through the City treatment plant was very milky in color, 
indicating that large amounts of milk waste from Kandava was being 
lost down the drain.

The Village built a new secondary treatment plant that has a
capacity of 700 m3 a day, with an existing flow of 300 m3 The
dairy is unable to discharge to the new plant because it is on the 
other side of town and construction of the necessary pipeline and 
pumping station would cost 40 million Rubles or more (of which this 
money is not available in the village).

The plant does not have to pay a surcharge or a fine for 
wastewater discharges, only a water use fee is charged. All storm 
water from the site flows directly into the river, although little 
processing activity takes place outdoors, thus little cause for 
concern. Wastewater from the milk receiving area flows to the City 
treatment plant rather than to the river.

5.0 SUMMARY OF TUKUMS PIENS

Only the dairy at Kandava appears to be using a lot more water 
than is necessary. The Tukums plant currently uses about 2-3 
liters of water per pound of milk processed, Jaunpils uses about 2 
liters of water per pound of milk processed, while Kandava uses 
about 6-7 liters of water per pound of milk processed (about 2-3 
liters of water per pound of milk is reasonable and about 1 liter 
of water per pound of milk would be considered very good) . The 
amount of water used does depend on the type of products being 
manufactured and is only presented as a guide. However, in almost 
all cases, dairies that use more than 3 liters of water per pound 
of milk processed can reduce water usage through in-house 
management practices or inexpensive capital investments. Even 
Tukums and Jaunpils, who are not using overly excessive amounts of 
water, may find simple solutions to reduce water usage.

Additionally, all three dairies should look for ways to reduce 
the amount of milk and milk by-products that are being discharged 
into the treatment system or to the City. The best approach to 
this problem is to plan and conduct an environmental audit of the 
processing facility, paying special attention to water usage and 
milk losses. Areas that are typically of concern include;

Housekeeping practices (e.g., spill cleanup practices and 
response to leaks)

Water control (e.g., only running water from the hose 
when cleaning, adding spray nozzles to the hoses to 
provide on-demand supply of high pressure low volume 
water, or paying close attention to tank filling to



prevent overflows)

- Building dikes or berms around storage tanks and other 
vessels where leaks to the sewer are unwanted

Controlling breakage in milk packaging equipment (e.g., 
paying close attention to the filling of the packaging 
and stopping the system if a high percentage of breakages 
are occurring)

Whey handling practices (e.g., preventing the initial 
whey drainage and first rinse from entering the sewer 
system and only discharging second and third rinses)

Spilled material handling (e.g., cleaning up spilled 
solids with a broom for use as animal feed, rather than 
hosing this material)

Worker understanding of the problem (preventing willful 
wasting of material as a time or effort saving step).

Similarly, processing practices and small capital investments 
may also effectively reduce the volume of water and pollutants 
being discharged. These include activities such as:

Draining milk cans or milk trucks for a longer period of 
time to reduce the residual milk that must be washed out

- Covering all drains with wire mesh to collect milk and 
milk by-product solids that may end up on the floor

Clearly marking on and off positions on water valves to 
minimize worker negligence

Use post cleaning rinses as make-up water for sanitizing 
or cleaning of other equipment

Provide drip shields on filling equipment for product 
recovery.

While the above practices may not all be appropriate, or may 
already be instituted, it is likely that the incorporation of these 
types of ideas into the worker mentality can improve the quality of 
and reduce the quantity of wastewater discharged. It is also 
important that the environmental audit be supported by the plant 
management.

As discussed during the visit, the disposal of whey and skim 
milk will continue to be problems for all dairies in Latvia. If 
the plant has to discharge whey, initial drainage and the first 
wash of the whey should be stored for disposal or sales to farmers, 
rather than discharging to the treatment plant or City. The second 
and third washes should be the waste that is discharged. If whey 
has to be discharged, the plant should have storage so that the



whey can be bled into the system a little bit at a time.

In conclusion, Tukums will have to install treatment if the 
Nation begins to implement sound environmental legislation and take 
enforcement action against violators. Tukums does appear to be 
headed in the right direction with its design of a treatment 
system. Plans and estimated costs for that system appear 
reasonable. It is doubtful that with this system the dairy will be 
able to discharge directly to the river as the concentrations of 
BOD and TSS will still be well over the National standards of 12 
mg/1 and 15 mg/1, respectively. This treatment will, however, have 
a significant impact on the City's treatment plant as it is 
estimated that pretreatment by the dairy will reduce the organic 
loading from over 1,130 of BOD to about 50 pounds of BOD.

In Jaunpils, the Village's treatment system appears to be more 
of a problem than the dairy. The Jaunpils dairy is a small plant 
located in a remote Village in Latvia. Under those conditions, the 
dairy appeared to be making a conscientious effort to reduce the 
discharge of milk waste to the Village. During our visit to 
Jaunpils, wastewater in the settling tanks was only slightly 
discolored, indicating tiiat little milk and milk waste was being 
lost. Considering that the dairy is making cheese and cottage 
cheese, the plant seems to be performing well. Of course, a 
permanent solution to its whey disposal would be helpful.

Kandava appears to discharge excessive water to the Village, 
as well as excessive milk waste. Looking at the Village's 
treatment plant, there is cause for concern that depletion of 
oxygen in the receiving stream is likely to be occurring. The 
immediate solution is for the Village to complete construction of 
the collection system so that the dairy is connected to the 
secomlury treatment system, rather than to the run-down primary 
system. Apparently, there is capacity in the Village's new 
treatment plant to accept all the wastewater currently being 
discharged to the primary plant. Even if this construction is 
completed, Kandava should focus its efforts on reducing water usage 
and milk losses in production.



Privatization of the 
Tukums Milk Processing Plant

A legal analysis

I. Summary of the facts

The Tukums Milk Processing Plant ("Tukums") has systematically followed the course charted 
by the Latvian Ministry of Agriculture ("MOA") to private ownership. The first step was a 
change to Kombinate status on June 16, 1991. This allowed for additional local control over 
what still remained a state enterprise. Following the April 15, 1992 Supreme Council 
Resolution allowed milk producer associations to claim milk processing plants located within 
their territory, Tukums formed and registered the Tukums Milk Producers' Association 
("Association") on June 3, 1992. The plant was then transferred to the Association by MOA 
decree on November 5, 1992 but not before the Association agreed to amend its Charter to allow 
for Subsequently-formed pagast cooperatives to claim objects within its territory.

At the time of a visit to the plant on February 18, 1993 we were informed by Directors and 
Officers of the Association that they were having a difficult time organizing cooperatives at the 
pagast level. There are 21 pagasti and two smaller plants (Kandava and Jaunpils) in Tukums' 
operational area. According to the people we spoke with, the producers in the various pagasti 
do not see the need to form such organizations since all of their current needs are taken care 
of by Tukums (ie milk transportation). Therefore, the Directors at Tukums were considering 
proceeding with the final privatization of the plant through the Association, without pagast-level 
cooperatives.

Subsequent to that visit, the legal analysis as outlined below was presented to the officers of the 
Association. The Association also made greater efforts to make local farmer aware of the 
provisions of the Privatization Law. As the consequences of the law became better understood, 
less resistance was found to establishing pagast-level cooperative associations. Considerable 
progress has be made more recently in establishing such associations.

II Legal Analysis

The law on Privatization of Milk Processing Enterprises came into effect on February 1, 1993. 
This law lays out the final steps of the dairy privatization program both for those objects that 
still must be privatized and those, like Tukums, which have already been transferred to and 
association and only require that their assets be personified. As applied to Tukums, this law 
proceeds as follows:

1) Definitions:

Tukums squarely falls under the category of "personified objects". These are state milk 
collecting and processing enterprises which were transferred to milk producer



cooperatives associations in accordance with the Supreme Council resolution of April 15, 
1992.

2) Section I "General Regulations";
Article 1 "The Law's Function and Objectives"; 
Paragraph 3:

This paragraph states that personified objects are subject to the provisions of Article V 
of this law.

3) Section V "Personification of capital in milk producer cooperatives associations and 
stability guarantees for the privatization process",

Article 23 "Distribution of assets regained by milk producer cooperative associations 
without compensation":

If the object returned as a result of the April 15 legislation incorporates several pagasti 
in its operational area, then distribution of capital among the various cooperative 
associations follows the guidelines of Article 18 of this law.

4) Section IV "Valuation and purchase of the unit to be privatized";
Article 18 "Distribution of basic capital among milk producers and milk and milk 
product suppliers":

Capital shares in the object are to be divided among milk producer cooperative 
associations proportional to the amount of milk supplied by pagast milk producers within 
the operational area of each association during both 1991 and 1992.

5) Section V
Article 24 "Personification of capital in milk producer cooperative association without 
compensation":

The above-described personification is to be accomplished in two stages - half of the 
enterprise value is personified on January 1, 1994 and the other half on January 1, 1995. 
This is done by adding half of the value of the enterprise assets to the basic capital of the 
company by correspondingly increasing the number of shares or their nominal value.

This article concludes by stating that property of the state transferred to the association 
without compensation cannot be expropriated until all assets are personified.

Substantially this is the entire law as it applies to Tukums. As far as application of the law is 
concerned, Tukums is following a course dictated by local circumstances and preferences. Since 
it has not been listed by the MOA as one of the central milk processing plants subject to full- 
scale privatization, the Association has a great deal of freedom in creating their own 
pnvatization plan.



Tukums' practical approach of initially organizing a cooperative association around the 
processing plant and then allowing pagast cooperatives to claim assets later, as they are formed, 
is a deviation from the language of the privatization law. The law would require Tukums to 
form cooperatives in each pagast immediately in order to personify assets that have been given 
to the Association without compensation.

In order to follow the letter of the law, Tukums should exert every effort to organize pagast- 
level cooperative associations. This would not be especially complicated since the Association 
already has a list of members from the various pagasti. Only five founding members need to 
be identified and a cooperative can be formed. Despite the burdens pointed out by the Directors 
of the Association (no perceived need for local cooperatives, lack of money to pay founding 
capital) this would put them in compliance with the privatization law. At least, sincere activity 
in attempting to form pagast cooperatives could convince the MOA that Tukums has exerted its 
best efforts to comply with law.

Even if all the pagasti do not form cooperative associations, the MOA will still personify the 
assets in the Association in accordance with the timetable set out in the privatization law. The 
MOA has already acquiesced to the Tukums personification plan. In approving the transfer of 
the Tukums Kombinate to the Association, the MOA recommended that the Association add a 
provision to their charter allowing for personification of assets to any regional cooperatives that 
may be formed later. (Notice from the Milk Receiving & Processing Enterprise Privatization 
Working Group; Meeting of October 21, 1992). The MOA seems to have recognized the need 
for this adjustment based on local circumstances at Tukums.

In his written comments, the author of the privatization law, Mr A Migalvs, has allowed for 
solution based on very similar local considerations. (See Section 6.3, Privatization of Dairy 
Processing Plants). There he foresees the possibility of uniting several pagasts under one 
cooperative association should circumstances warrant. Such language does not appear in the 
law.

Ultimately, the MOA will decide whether to approve the Tukums approach. Since the law does 
not specifically disallow deviations based on local circumstances, the MOA has the discretionary 
authority to allow Tukums to proceed. MOA officials have privately expressed confidence that 
Tukums will proceed smoothly through the privatization process.
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THE GRAIN SECTOR

OVERVIEW OF ACTIVITIES

Work on the grain sector began in December 1992 when the government decided to disestablish 
Latvijus Labiba. Latvijus Labiba was the organization that controlled all aspects of the grain 
industry from the purchase of grain from farmers, its storage and milling, through to the sale 
of flour, bread and animal feed both locally and on export markets. As well as owning and 
managing the commercial enterprises within the grain sector, Latvijus Labiba was also 
responsible for the regulation of the industry including fixing prices for all grain and grain 
products. Given the importance of creating an appropriate commercial and regulatory 
environment in which to carry out the privatization of the industry, at the government's request 
the project team prepared draft legislation for the government's consideration. A copy of the 
draft legislation is included in section 3.3.1. The principal provision of the legislation provided 
for the separation of the ownership and control of commercial operations from the regulation of 
the industry. The principle of separating the ownership and regulatory functions was accepted 
by the government and embodied in subsequent legislation.

In January 1993, a grain sector expert, Si Matthies, joined the project team to assist in the 
preparation of a preliminary report on the grain sector. Following an initial survey of the 
industry, a discussion paper was prepared addressing the steps needed to transform and 
ultimately privatize the grain sector. This paper was discussed with the government while the 
grain expert was still in Latvia. The government's views and response were taken into account 
in completing the preliminary report on the sector. This report (section 3.2.1) described the 
salient features of the grain sector and proposed a strategy for its privatization.

As a consequence of the decision to disestablish Latvijus Labiba, a range of new legislation was 
required. This included legislation covering the establishment of a competitive grain market, the 
regulation of the industry, the establishment of a new regulatory body, and policies regarding 
the government's grain purchasing program. This body of legislation was intended to provide 
a framework for privatized entities in the grain sector to operate.

The project team provided input and comments on drafts of the various pieces of legislation as 
they were prepared. This was done at both a formal and informal level. Copies of written 
comments on the grain market law, the charter of the regulatory body - Latvijus Birojs, and the 
government's proposed grain production program are included in section 3.3.

The grain expert returned to Latvia in April 1993 to continue work on preparing a final report 
on the grain sector (section 3.2.2). The final report included additional information on the 
characteristics and prospects of the industry as well as a more detailed strategy for the 
restructuring and privatization of the sector. The report recommended that, despite the 
considerable over capacity in most segments of the industry, privatization should proceed 
immediately. It also recommended that the government should not attempt any major 
restructuring of any of the commercial enterprises within the sector before privatizing them.



Given the abrupt disestablishment of Latvijus Labiba and the lack of new institutions to take over 
some of its functions, particularly grain purchasing, there were concerns that the 1993 harvest 
would prove disastrous for the farmers. A discussion paper on a farm program to assist the 
transition to a competitive market was prepared and discussed with the government while the 
grain expert was in Latvia. A copy of the report is included in section 3.2.5.

By the end of April it was apparent that, although legislation covering the grain market might 
be passed before parliament was dissolved in May, it was unlikely that any major progress 
would be made on privatizing grain elevators, feed mills or flour mills before the elections in 
June. However, the government did undertake to pass specific legislation prior to the election 
covering the privatization of the bakeries that had been part of Latvijus Labiba. These bakeries 
were already operating in a relatively unregulated market and were having to face competition 
from both newly established small private sector bakeries, and from larger established bakeries 
owned by collective farms. As early privatization was likely to occur with the state bakeries, 
and as they were operating in an appropriate competitive environment, it was decided that the 
remaining work in the grain sector under delivery order nine should focus on bakeries.

In discussions with the officials responsible for drafting agricultural privatization laws, it was 
established that the bakeries law would follow the same format as the draft law on the 
privatization of meat processing plants. The draft meat processing law allowed for a majority 
of the shares to be sold to third parties, with minority stakes for management, employees, and 
relevant agricultural interests. The sale to third parties would be by way of a competitive 
tender. Preliminary discussions with the bakeries indicated that there was likely to be interest 
from foreigners in the sale.

As foreigners were likely to be involved, it was decided that assistance could best be provided 
through the preparation of information on the bakeries that would be in a form that would be 
useful to both local and foreign investors. Further, as only ten bakeries were involved, it was 
decided that the work could cover all ten. However, in practice only eight bakeries were 
covered. One bakery, Daugavpils, was in the process of having its management replaced and 
the Ministry of Agriculture recommended that the team not approach that enterprise. Two other 
bakeries, Vidzeme and Strategic, already had arrangements with the Ministry of Agriculture 
whereby the plants were leased to the management. A visit was made to Vidzeme but, because 
of the management's direct financial interest in the operation, they declined to supply financial 
information on the enterprise. Limited information was obtained directly from the Ministry, 
however, some crucial financial information could not be collected. Similar problems were 
predicted for Strategic so, given its limited production, no visits were made to it.

The information collected covered the financial, operational and legal aspects of each of the 
bakeries. An early assessment that bakeries were unlikely to be responsible for any major 
environmental problems was confirmed when the environmental engineer covering the dairies 
visited two of the bakeries. The work was undertaken by the resident project team assisted by 
a bakery expert and two accountants.

With regard to the financial aspects of the bakeries, a major effort went into transforming their 
accounts from the Soviet format into a Western format. Building on the work undertaken with



the dairies the previous year, a program was developed for transforming the accounts. This was 
done with the assistance of accountants from the Ministry of Agriculture and from the bakeries 
and dairies. Although all state enterprises used a standard format for their accounts, it became 
apparent that the way individual lines were treated varied from enterprises to enterprise. This 
necessitated careful discussion with the accountants from each enterprise to ensure consistency 
of the reformatted accounts. A general note on the accounts was prepared as well as specific 
notes on each bakery.

The operational information collected on each bakery consisted of production levels, a 
description of the major items of plant for each production site, and a brief description of the 
production process. The legal work consisted of determining the current legal status of each 
bakery and if the were any major impediments to its privatization.

In addition to the specific information on each bakery, background information and statistics on 
the Latvian economy and the bakery industry were prepared. This information was aimed 
principally at the foreign investor. For each bakery a complete information pack for a potential 
investor consists of:

- the general background note on the economy and the bakery industry;
- a set of financial statements for the bakery, both in its original form and restated in a 
Western format;
- a general note on the accounts and a set of enterprise specific notes;
- a set of technical notes on the bakery including legal comments.

A complete set of documents for Druva bakery is assembled in section 3.4.2 For the other 
bakeries only the financial statements, the enterprise specific notes to those statements, and the 
technical notes have been included.

The bakery privatization law was finally passed at the end of May during the last few sitting 
days of parliament. Although the law was passed, the privatization commission for bakeries had 
not been established before work on the deliver order finished at the end of June. For that 
reason, no further progress could be made on the privatization of the bakeries. A privatization 
plan was therefore prepared for the government and is included in section 3.4.1. The 
government indicated that they wished to have a member of the privatization team represented 
on the privatization commission when it was established.
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SECTION 1 
EXECUTIVE SUMMARY

A. Study Purpose and Objectives

The objectives of Phase 1 of the privatization project are to define the salient 
characteristics of the grain industry and to prepare a specific strategy and work plan 
for the Ministry of Agriculture to facilitate private ownership in the sector.

B. Initial Observations

In addressing the project objectives, it became clear that Phase 1 required 
redefinition iti light of the decision by the Council of Ministers to dissolve the state 
enterprise management concern Latvijas Labiba by January 1, 1993. As a result of 
the initial cursory review, it was determined that an expanded workplan would be 
necessary in order to guide the privatization of the grain sector. Section 11 of this 
report discusses the findings of this review. Section HI provides an initial 
restructuring and privatization strategy which is currently being discussed with the 
government of Latvia. The actual privatization strategy and work plan will be 
developed during the next review.

C. Initial Findings

The industry is made up of twenty four enterprises consisting of varied 
configurations of flour mills, feed mills, grain elevators, seed plants and bakeries. In 
addition, there are four other enterprise support units including research, construction, 
security, etc. Prior to January 1, 1993, these enterprises were under the tight 
supervision and control cf Latvijas Labiba, a concern formed in 1990 to replace the 
Ministry of Bread Products which previously reported to Moscow, Contact was made 
with a representative number of the enterprises during the sector review. A consistent 
pattern emerged that applies to most of the enterprises:

1. the enterprises are deeply in debt (inventory and receivables);
2. there is no new credit available to the enterprises;
3. the industry has large amount of excess capacity (projected capacity 

utilization for 1993 is 15% for mixed feed mills and 66% for flour 
mills);

4. the managers of the enterprises are well-trained technically, but have a 
limited knowledge of market driven economics.



D. Initial Conclusions and Recommendations

1. Split the previous activities of Latvijas Labiba into two distinct and 
separate functional areas by establishing the following:

2.

3.

a)

b)

an agency which provides governmental services and
regulation;
a joint stock holding company for the express purpose
of overseeing the commercial enterprises and managing
the privatization process (limited life corporation).

Mandate the establishment of a market pricing system consistent with 
market driven economic systems.
Prior to the harvest of 1993 develop and implement producer programs 
consistent with a market driven economy. This would have the express 
purpose of funding industry capital requirements and producer income.

The following sections of this report address the points of this summary in additional 
detail.



SECTION 11 
INDUSTRY ANALYSES

A. Structure of the Industry

The individual operating units consist of six wheat, rye and oat processing 
plants. There are a total of eleven feed mixing plants, four of which are associated 
with a flour milling plant. Grain elevator facilities are adjacent to all processing 
plants. In addition, there are two stand-alone grain elevator facilities. There are nine 
bakeries: Appendix A provides a list of enterprises and their production capacities.

The functions of the Latvijas Labiba structure also included grain inspection, 
grain quality supervision, economic analyses, management control over the individual 
enterprises, and price setting at ail levels of the industry.

B. Management/Labor Force

It appears that most units have highly-trained management in place with the 
technical skills necessary to operate their assigned processing plants. The majority of 
the managers have been trained at technical institutes located in the former Soviet 
Union, or at the Latvian National Academy of Agriculture. The managers interviewed 
were experienced. However, they lacked a sound understanding of the functioning of 
a market oriented business. There appeared to be an excess number of employees 
relative to production requirements. Additionally, service units operating in support 
of production appeared to be overstaffed.

Based on a recent order of the Council of Ministers, Latvijas Labiba is in the 
process of being reorganized. A new organization, Labibas Birojs, was established on 
February 1, 1993. It is anticipated that Labibas Birojs will manage the service, 
regulatory and policy management functions previously handled by Latvijas Labiba. 
There is discussion regarding the establishment of Latvijas Dzirnavas, an organization 
which may be expected to oversee the restructuring of commercial activities. 
However, the division of responsibilities among these two organizations is still 
unclear.

Caution is necessary in transforming the various activities and units of the 
former Latvijas Labiba into newly formed structures since they will have to operate in 
a privatized, market driven environment.

C. Technological Characteristics

The majority of the plants were constructed within the last 25 years. Milling 
equipment inspected was largely manufactured in the U.S.S.R. under license to 
Buhler-Miag, a respected western milling equipment company. At some future date 
there may be a desire or need to have a milling technology specialist inspect the 
equipment in conjunction with the privatization of the individual enterprises.



D. Ownership Arrangements

All enterprises are owned by the Latvian government and, until very recently, 
have been under the direct control of Latvijas Labiba. This was an association 
responsible for managing the industry. The organization was headed by a Board of 
Directors and Managing Director who were appointed primarily by state owned grain 
enterprise managers. The Board of Directors was made up of the managers of each 
individual slate enterprise. Prior to the formation of Latvijas Labiba in 1990, these 
enterprises were under the control of the USSR Ministry of Bread Products. At that 
lime it was headed by an individual with the rank of First Deputy Minister who 
reported direclly to me Minister located in Moscow.

E. Spatial Distribution of Enterprises

The six flour milling locations are widely dispersed across the country and are 
in close proximity to population centers. However, some individual plant capacities 
appear to be disproportionally large compared to area populations. This distortion is 
due to previous processing requirements involving the export of flour to the former 
Soviet republics and the production of bread in excess of human consumption 
requirements of Latvia. There is a slight concern that the size of the plants and the 
distance between them, may tend to create a non-competitive environment. This will 
require additional analyses during the next phase of the project.

The seven independently-operated mixed feed mills, in addition to the four 
operated in conjunction with flour mill plants, are broadly dispersed across the 
feedgrain and livestock areas of the country. Recent reduction in meat production and 
adverse economic conditions are having a significant impact on the running time of 
these units. Grain elevalor units are located adjacent to feed and flour mill processing 
plants wilh the exceplion of two which are free-standing.

The nine bakery plants are well placed to serve the needs of the consumer. In 
some locations stale owned bakeries compete with small privately owned bakeries. 
The competitive .situation in this subsector will be addressed in detail during the next 
phase of the project. Appendix B 1-3 provides maps indicating the geographic 
distribution of the industry segments.

F. Relations among Enterprises

Under the command system the individual enterprises .operated as non- 
competitive units of the government. Prices were fixed by the government/Latvijas 
Labiba for all segments of the industry from farmer to consumer. It is critical that 
legislation be enacted and enforced to ensure that prices in the industry are established 
through the operation of market forces. Collusion among enterprises to fix prices 
cannot be permitted.



G. Relationships with Farmers

The industry serves as the administrator of government pricing 
programs. They are the initial receiver of producer grains and have been 
responsible for making payments of government-set grain prices to the 
producer. Additionally, the industry provides grain services such as grain seed 
supply, drying, mixing and conditioning of grain. The relationship between 
industry and producer is not the normal customer/supplier relationship. 
Establishment of a more normal customer/supplier relationship between the 
farmer and the grain industry is a critical requirement for survival in a market 
driven economy.

SECTION III 
RESTRUCTURING AND PRIVATIZATION STRATEGY

Material in this section was prepared during the consultancy and 
presented to the Government of Latvia in response to official documents 
calling for the liquidation of the concern "Latvijas Labiba" and its 
restructuring and privatization.

The relevant resolutions orders and decrees include: Decree No. 471 
(Nov. 9, 1992) of the Council of Ministers, "On the Situation in Bread and 
other Grain Product Supply"; Article 14, "Information on Implementation of 
Council of Ministers November 20 Resolution No. 485" by the Council of 
Ministers; and Order No. 326 (Dec. 12, 1992) "On the Liquidation of the 
Concern Latvijas Labiba of the Ministry of Agriculture".

The above documents refer to the dissolution of Latvijas Labiba and 
subsequent required actions dealing with formation of alternative new 
structures and with issues regarding privatization of commercial enterprises 
now making up the concern Latvijas Labiba.

A. Suggested Procedures to Restructure and Privatize Latvijas 
Labiba

The referenced documents require the following actions:

1. Submit draft legislation on "Grain Market and On Grain 
Processing Enterprise Privatization" to the Council of Ministers 
by February 1, 1993. (Article 14)

2. Establish Labibas Birojs (LB) by February 1, 1993. (Article 14)

3. Make arrangements for grain processing slate enterprise 
privatization by March 1, 1993. (Article 14)



In addition, it is suggested that the following actions be taken to 
accomplish the intent of the referenced documents:

1. Prepare and submit a proposed government program for grain 
producers to the the Council of Ministers by June 15, 1993 for 
implementation beginning with the 1993 harvest and continuing 
until the 1994 harvest.

2. Prepare and submit a detailed privatization plan to the Council 
of Ministers by July 1, 1993.

3. Corporatize all existing state enterprises as individual legal 
. . entities with temporary ownership of the assets given to a new 

holding company. This new structure could be called Latvijas 
Dzirnavas (LD).

11. Issues to be Addressed by Draft Legislation on Grain Market 
Operation and Grain Processing Enterprise Privatization

Given the short time frame for achieving this requirement it is best 
covered by legislation giving some general provisions regarding:

1. principles guiding grain market operations (section C);
2. general role and function of LB (subsection D. 1.); and
3. general role and function of LD (subsection D.2.).

These topics are addressed in greater detail below.

C. Issues to be Addressed by Draft Legislation on Grain Market 
Operation

This legislation would authorize functioning of a market based grain 
trading system. It is important that the law prohibit existing price fixing in 
grain and grain products pricing. In addition, LB and the LD holding 
company should be prohibited from commercial grain trading and processing 
functions. This will reinforce government policy aimed at setting up a market 
based price and trading system.

Managers of corporatized commercial enterprises would have 
responsibility for buying grain (including imports) and selling products 
produced within policies set by government. This will encourage competitive 
behavior among enterprise managers and other processors and handlers of 
grain and grain products.

LB would be responsible for managing strategic reserves and 
concessionary grain stocks for the government.



D. Discussion or Draft Legislation On Grain Processing Enterprise 
Privatization

1. The role and functions of Labibas Uirojs

The documents cited above implicitly restrict LB from 
engaging in any commercial activity. This should be explicitly stated in the 
draft enabling legislation.

The general functions of LB include applied research (which may be 
contracted out), quality testing and control for the industry and administration 
of appropriate farm programs affecting the farmers and the grain industry. 
More specifically LB functions include:

a. supervising warehouse grain stocks (both quantity and quality) 
if government owned (or under government program). LB 
ensures that all government program grain adheres to proper 
quality standards and administers all disposition of these grain 
stocks;

b. administering grain inspection service including setting and 
maintaining commercial grading standards;

c. maintaining an economic analysis department charged with 
providing supply/demand projections, grain situation and 
outlook reports and other important data critical to setting grain 
policies affecting farmers and processors;

d. administering strategic reserve policies as set by law or the 
MOA;

e. administering quota or tariff policies as set by law or the MOA;
f. administering government programs for grain prodcuers as set 

by law or MOA;
g. administering consumer level subsidy programs as set by law or 

MOA; and
h. administering government laws and regulations prohibiting 

price fixing among commercial enterprises operating in the 
grain industry (until general legislation and enforcement 
capability is available).

It is suggested that LB activities would be funded from the general 
MOA budget or from a user fee.

2. The Role and Functions of Latvijas Dzirnavas

LD should consist of all existing commercial enterprises now organized 
within LL. The enabling legislation should specify that, during phase I, each 
would be transformed into a joint stock corporate entity (corporatized or 
commercialized). In phase II ownership is transferred to the private sector.



Shares in the corporatized enterprises would be held by a holding 
company in the name of the Latvian government. The holding company 
would be composed of a Managing Director and a Board of Directors 
including local and foreign commercial experts on grain trading, grain 
processing (for human and animal consumption) and bakery production. The 
board would be responsible to the Minister of Agriculture.

The MD of the holding company should ideally be a Latvian language 
speaker with extensive commercial management experience in a market 
economy, preferably in the grain industry. His salary could be paid by a donor 
organization. A small technical staff would carry out the work of the holding 
company. Donor funds can also be solicited to cover salaries of local and 
expatriate technical staff and general administration.

The holding company would have a limited life — existing only until 
all commercial enterprises have been privatized. It is suggested that the 
privatization process be completed no later than December 1996.

The holding company would have no commercial trading activities. Its 
functions could include:

a. setting and enforcing general commercial operating policies of
corporatized enterprises;

b. hiring and dismissing managers of corporatized enterprises; 
c. providing management advice and training to corporatized

enterprises; 
d. developing and implementing strategies to address the problem

of existing debt loads of corporatized enterprises; 
e. monitoring all commercial enterprises organized within LD, eg

early identification of substandard commercial performance by
the staff who provide recommendations to the Board of
Directors to remedy the problem; 

f. conducting or have conducted annual audits of corporatized
enterprises; 

g. conducting industry analysis, recommending restructuring of
corporatized enterprises in appropriate economic groupings and
completing other preparatory work before offering them for
private sector sale; 

h. negotiating sale of corporatized enterprises to private sector
owners (the final decision to sell rests with the MOA); 

i. preparation of the privatization plan; 
j. implementation of the privatization plan.

All corporatized enterprises would be expected to operate in a market 
economy and price fixing as now practiced by LL should be prohibited by law. 
In the absence of national laws this should be part of the commercial operating 
policy of the LD holding company. (Such prohibition could also be included 
in the grain market law which would be superseded when a general 
commercial law against price fixing is passed.)



Managers of each corporatized enterprise would be responsible for all 
management decisions such as grain buying (including commercial imports), 
grain milling and setting prices for products produced, and personnel hiring 
and dismissal. Each enterprise would be subject to review by LD.

K. Preparing a Government Program for Grain Producers

A government program for grain producers to guide payments to 
farmers in 1993 is perhaps one of the key political issues of the MOA planning 
process.. In the short run it is more important than developing and 
implementing a plan to privatize enterprises previously corporatized under 
phase 1 of the privatization process. It is suggested that the MOA complete 
preparation of a draft program by June 15 which must be ready for 
implementation prior to the 1993 harvest.

The policy issues to be decided before farmer grain sales occur include 
price support level, if any, import and export controls, if any, sale or other 
means of disposal of concessionary grain stocks, and elimination of grain price 
equalization across the country, eg government elimination of the current 
transport subsidy.

A major concern of the Latvian government today, as it affects grain 
policy, is that existing payment mechanisms are being dismantled and new 
institutions have yet to be established. The situation is aggravated this year 
because of the upcoming election, heavy debt loads carried by grain mills, lack 
of implementation modalities, consumer concerns brought about by low 
purchasing power, and an ever mounting number of proponents and opponents 
as the program is fleshed out.

In western market based economic systems funds can be easily 
borrowed using basic grain and grain flour as security. This is because such 
inventories can be easily converted to cash. For example, in their analysis of 
corporate dredit ratings, Moodys and Standard and Poors do not include short- 
term borrowings backed by grain and grain flour inventories as normal debt.

However, a key to securing short term capital for financing inventories 
is the proper regulatory controls to assure quantity (eliminate theft) and quality 
(eliminate spoilage) of these inventories. (We have been told that systems are 
in place ~ or can quickly be put in place - to provide this needed regulatory 
control.)

Such a control system will give a lending agency the necessary 
assurances that will minimize -- or to a great degree — eliminate their risk.

Currently, local banking institutions are not in place to provide this 
credit. Therefore, in the short term a mechanism must be found. It is possible 
that an institution such as the World Bank or the IMF could supply such short



term credit. Counterpart ruble funds from the sale of concessionary grain 
imports may also be available for this purpose.

Given a source of funds, there are many ways to transfer this money to 
farmers and virtually assure repayment of the loan.

In a move to a market system of grain trading a farm program similar 
to that in the U.S. would support a credit program based on collateralized 
grain. Such a program would:

a. supply the farmer with money at harvest;
b. limit the risk of exposure to loss from non- collateralized loans;

and 
c. implement "free market" trading principles.

The program could also be used, if desired, to support farmer income, 
by subsidy, to a level set by Parliament.

The essence of the U.S farm grain program is that the government 
provides a minimum guaranteed price at which farmers can receive a loan 
secured by his own grain. Thus, a farmer can obtain cash at harvest without 
committing the crop for sale at a lime when market prices are expected to be 
the lowest.

Within a certain time period the farmer can opt to sell the grain at the 
prevailing market price, pay off the loan plus charges and keep the difference. 
Or he can forfeit the grain directly to the government at the guaranteed loan 
price.

The loan price is usually set below the expected market price. Oflen it 
is set according to some percentage below average production costs. In this 
way efficient farmers are encouraged to continue production while inefficient 
ones are encouraged to reallocate resources.

In practice, some governments use target pricing to achieve a particular 
supply repsonse from producers. The target is set higher where additional 
production is desired (wheat for example). It can be set below expected or 
prevailing market prices for commodities which are in surplus (rye for 
example). When the target is above the prevailing market price the 
government makes up the difference as a subsidy.

F. Preparing a Privatization Plan

The LD holding company would be responsible for developing and 
implementing the privatization plan. It is suggested that the plan be completed 
by July 1 for review by the Council of Ministers.



It is essential that the farm policy and market trading environment be 
established for the industry before actual privatization of corporatized 
enterprises occurs.

Businesses must know the rules under which they are operating before 
investing their own funds to purchase the assets. Foreign owners are unlikely 
to consider investing unless business policies are well established.

The privatization plan would address the following:

a. recommended groupings of LD subsidiaries that could be sold
together to make up a commercially viable unit; 

b. method of sale ranging from sale of shares in an enterprise
using a tender process to transferring assets at no charge to
producer cooperatives; 

c. recommended timing of sales — it is likely that the plan would
recommend earlier sale in subsectors where there is already
competition (bakeries), and defer sales in areas where it is
limited (flour milling), 

d. preferentially targeted buyers;
e. special terms of sale, eg discounts, deferred payments etc; 
f. formation and responsibilities of privatization commissions, if

any; 
g. responsibilities of the LD holding company in the privatization

process; and 
h. management training plan and implementation modalities.



Appendix A1 Flour Mills, Feed Mixing Plants and Elevators

• Flour Milling Plants
3—— = ———
HraRezeknes Dzirnavnieks
jHDaugavpils Dzirnavnieks (mill 1)
fflDaugavpils Dzirnavnieks (mill 2)
BDobeles Dzirnavnieks
•LiepSjas Lablba
gRIgas Dzirnavnieks (mill 1)
fflRigas Dzirnavnieks (mill 2)
• ' ' Rolled Oat Mill
Hjelgavas Dzirnavnieks
wSubtotal 

Iiranimal Feed Mixing Plants
•91 ———————————
m
HJekabpils
Bt/idzemes Lablba
Hviadonas Lablba
•Saldus Lablba
Btende
Bliga Mixed Feed
Becavas Lablba
Kubtotal

JKrFin Storage Elevators

H

fHiulbenes Grauds
Hniga Port
Kubtotal

B
Hotal

Annual flour milling capacity Ann. feed
Wheat Rye Barley/oats mixing cap.
(tons) Itons) (tons) (tons)

63000 1 22000
78500 235000

32000
48000 1 66000

27000 192000
65000

46500
31500

55000 50900
254400 160500 31500 715000

Ann. feed 
mixing cap.

(tons)

1 98000
1 46000
1 22000
43000

131000
427000
1 22000

1 1 89000

Ann. feed 
mixing cap.

(tons)

446500 1 904000

Elevator cap.

(tons)

63000
108900

124180
40700
84700

50900
472380

Elevator cap.

(tons)

1 1 2600
60980
34700
39300
22200
9800

25000
304580

Elevator cap.

(tons)

16400
65600
82000

858960



Appendix A2 Production Capacities of State1 Bakeries

Bakeries Rye 
bread

Wheat Rye/wheat Other 
bread_____bread_ products

(tons/day) (tons/day) (tons/day) (tons/day)

Druva
'#1 Rye bread
'#2Rye bread
Macaroni 

Riga Baltmaiznieks
'#1 Wheat bread
'#2Wheat bread
Jurmala bakery (Rye/wheat) 

Abra (Rye/wheat) 
Vidzemes Maiznieks

Rye bread
Confectionary (wheat) 

Ventspils Maiznieks (rye/wheat) 
Daugavpils Maiznieks

'#1 Rye/wheat
*#2(Rye/wheat)
Confectionary

Jelgavas Maiznieks (Rye/wheat) 
Liepajas Maiznieks

'#1 (Rye/wheat)
'#2(Rye/wheat|

Rezeknes Maiznieks (Wheat/rye) 
Aldona private company (Rye) 
Company Strategic (confectionery)

tons daily

113.5
40.7

61.5
23.8

30.5

184.7 85.3Total
'NOTE: Thousand tons per year
**NOTE: Total for other bakery products excludes macaroni capacity

11.5

19.1
56.1

42.5

30.2

44.1
36.1

39.1

25.2
25.2

45

5.7

3.3

4.3

362.6 ••13.3



FLOUR MILLING PLANTS

* Jelgavas Dzimavnieks 

Dobeles Dzimavnieks

* Liepajas Labiba

* Rezsknes Dzimavnieks

* Daugsvpils Dzirnavnieks



ANIMAL FEED MIXING PLANTS

Riga Mixed Feed Plant



GRAIN STORAGE ELEVATORS

* Dobele * Jelgava * lecava

Note: Grain elevators are located at all feed mixing and flour milling plants. 
In addition elevators are located in Gulbene and Riga port.



BAKERIES

* Ventspils Maiznieks

Vidzemes Maiznieks
* Rlgas Baltmaiznieks
* Company Strategic
* Druva
*AbT3.

* Jelgavas Maiznieks
Liepajas Maiznieks

* Private company Aldona 
* Rezeknes Maiznieks

* Daugavpils Maiznieks
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EXECUTIVE SUMMARY 

A. Study Purpose and Objectives

Phase II objectives of the grain sector study are to complete 
the assessment of the industry structure, functions and operations, 
make recommendations to government regarding appropriate 
privatization approaches and support other ongoing related grain 
sector privatization conducted by in-country project consultants.

B. Findings and Conclusions

All major segments of the flour and mixed feed milling 
industry form a critical part of the economy and should be 
sustained in one form or another in the short term. There is a 
sizable overcapacity in existing state owned feed and flour milling 
enterprises. But most plants can be operated, in the short term, 
at low capacity on a positive cash flow basis since overhead costs 
are minimal.

Government should privatize all grain processing enterprises 
quickly. Downsizing and restructuring should be the responsibility 
of new owners and be accomplished through normal commercial 
activities. This will minimize the use of scarce government 
resources and result in surviving enterprises able to supply the 
country's requirements for feed and flour at reasonably competitive 
manufacturing costs.

All existing state grain storage facilities will be required 
if the government's objective is to make the country self- 
sufficient in grain production but construction of new state owned 
elevators is not needed. The actual feed and flour milled by the 
state sector in 1992 was less than the capacity of state owned 
elevators located in Latvia. Historical levels of grain needs for 
domestic human consumption is about half of the available state 
elevator storage capacity. In addition, there is a large amount of 
storage capacity on private farms that can be used to store grain 
used for cattle feed.

A commercial loan facility using grain as collateral should be 
made available for the 1993 harvest to minimize government outlays. 
In this regard, it is important that government recognize that 
setting artificially high grain prices at harvest will not be 
sustainable over an extended period of time. Domestic market 
forces should be the major criteria for determining grain prices 
and costs for processing into flour and mixed feed products.

Debt of the various feed and flour enterprises is, with few 
exceptions, well in excess of commercially sustainable levels and 
must be addressed as privatization proceeds. Resolution of debt



issues will likely become more difficult the longer that 
privatization is delayed.

Most facilities remain overstaffed as they are currently 
operating. Downsizing the industry, either by closing of plants or 
the reduction of plant capacities is required for efficient future 
operation of the industry.

Considerable progress has been made in restructuring Latvijas 
Labiba's previous regulatory and service activities. The new 
agency, Labibas Birojs, has been assigned functions compatible with 
development of a competitive grain market. Appropriately, it has 
not been assigned the authoritarian and cartelized enterprise 
management functions of the former Latvijas Labiba which were the 
sources of its monopoly-like operations. It is critical that 
ongoing efforts by LB to create a state regulatory and service 
agency to support and promote private grain trading activities 
continue to be supported through administrative and legislative 
processes.

The team has serious concerns that the enterprise management 
oversight functions previously performed by Latvijas Labiba (albeit 
in an incorrect manner) have apparently been completely neglected 
over the past few months. As long as the state remains the owner 
of the grain processing enterprises it should be directly concerned 
about their operating status and activities. Continued neglect of 
this oversight function, especially in the absence of rapid 
privatization, could be regretted at some future date and might 
well result in significant losses to the state. The new management 
oversight criteria and procedures should be implemented separately 
for each enterprise, and be based on accounting and audit 
statements and cash flow analysis conforming to international 
standards. They should be implemented to promote competitive 
individual firm behavior and be formulated, put in place, 
monitored, enforced and directed to promote privatization.

C. Recommendations

1. Enact, immediately, legislation to provide the mechanism 
to supply appropriate regulatory and service functions to 
the industry. The same legislation should also provide 
the means to create a competitive market.

2. Introduce, immediately, a management oversight system for 
all existing grain and grain processing enterprises. 
This activity should be coordinated by the Deputy 
Minister of Agriculture. As a first step, all existing 
grain industry enterprises should be subjected to an 
audit and cash flow analysis using accepted international 
standards. Donor technical assistance is required to 
complete these activities and to assist with setting up 
and implementing the oversight functions.



Introduce, immediately, a comprehensive system of grain 
quality grades and standards which conform to 
international criteria. Without such standards Latvia 
cannot export grain though accepted international 
markets. Donor technical assistance should be solicited 
to assist with this work.

Proceed, urgently, with the rapid development of Latvijas 
Birojs' capability as a regulatory and service agency to 
support the creation and maintenance of competitive grain 
market activities. Priority areas for development 
include:

a. strengthening existing economic information,
situation and outlook, and supply and demand balance 
sheet preparation and reporting activities;

b. preparation and release, to the public, of monthly 
reports on grain quantities held in state and 
"public" storage elevators, categorized by 
government stocks   state reserves, and 
humanitarian assistance   and privately held 
stocks;

c. adopting and implementing international grades and
standards in all state owned grain storage elevators 
to promote future export of domestic grain; and

d. implementing grain trading and storage registration 
and/or licensing procedures;

Donor technical assistance is essential to accomplish the 
above activities.

Enact, as soon as possible, a single grain sector 
privatization law. The law should require a supervised, 
competitive bidding procedure to sell all grain 
processing and storage facilities formerly associated 
with Latvijas Labiba.

Proceed, as soon as possible, with privatization of flour 
and mixed feed plants and storage elevators. Competitive 
bids should be solicited from a wide array of prospective 
domestic and foreign investors. Donor technical 
assistance is needed to facilitate preparation of tender 
documents and to assist with proposal review.

Introduce, for the 1993 harvest season, a commercial 
farmer loan program for grain using the new crop as 
collateral. This will minimize the need for using 
limited government revenues to purchase large quantities 
of grain at harvest and can provide an early indication 
of domestic grain supplies available to meet human 
consumption needs.



Articulate government's long term objectives regarding 
privatization.

Determine the legal definition of assets to be privatized 
prior to offering the enterprise for sale. The existing 
lack of conceptual clarity between ownership and 
management rights and responsibilities which is a cause 
for the present confusion over asset ownership should not 
be used as an excuse to further defer enterprise 
privatization.



SECTION I 
INDUSTRY STATUS THROUGH 1992

The tables in Annex A summarize grain processing activities 
from 1989 through 1992. The rapid collapse of the feed processing 
sector from an average of 1.6 million tons per year prior to 1989 
to less than 600,000 tons in 1992 reflects the rapid collapse of 
eastern markets for meat and dairy products. Estimated 1993 
commercial feed milling needs by the present state sector are less 
than 300,000 tons. Most of this will be for pig and poultry 
rations.

Purchase of feed protein supplements averaged about 210,000 
tons annually through 1990, declining to 157,500 tons in 1991 and 
54,000 tons in 1992. The ratio of supplement imports to total 
mixed feed processed was about 13 percent through 1991. In 1992 
the ratio declined to just over 9 percent.

The decline in annual flour production by the state sector, 
from about 380,000 tons through 1991 to about 260,000 tons in 1992, 
was not as drastic as the decline in animal feed production. It 
reflects the rapid decline in consumer purchasing power associated 
with price liberalization and loss of urban employment 
opportunities during the year and an increase in imports of less 
costly flour from states bordering with Latvia. While rye and 
wheat flour production declined about 30 percent and 40 percent 
respectively in 1992, groats and other milled grain products 
remained relatively constant.

The data indicate that flour exports from Latvia ranged from 
40,000 tons to 80,000 tons during the 1988 - 1990 period. Flour 
exports dropped to 13,000 tons in 1991 and were discontinued in 
1992.

Annual industry feed milling capacity is almost 2 million tons 
based on three shifts. Actual 1992 industry production levels were 
just under 30 percent, ranging from a low of 18 percent to a high 
of 48 percent.

Annual industry flour milling capacity is just under 450,000 
tons. This is sufficient to meet human consumption requirements at 
historical levels. The industry operated at about 50 percent of 
capacity in 1992. Individual enterprises production levels ranged 
from 71.5 percent of total capacity to just over 38 percent.

The rapid decline in both feed and flour production in 1992 
suggests that government should not commit itself to making any new 
investments in existing facilities prior to privatization. 
Enterprises are best sold on an as-is basis, letting the new owners 
make appropriate new investment commitments.



Actual 1992 feed and flour production in the state sector 
(581,000 tons of feed and 230,000 tons of flour) was less than the 
available industry grain storage capacity of about 860,000 tons. 
Pre-1992 domestic grain use for human consumption ranged between 
400,000 and 450,000 tons annually. This is approximately half of 
the storage capacity available in state elevators.

A decentralized agricultural production structure of smaller 
commercial farms, brought about by the on-going privatization of 
former collective and state farms, is now evolving in Latvia. This 
suggests that existing on-farm storage facilities and new smaller 
regional feed mills will be used more extensively in the future. 
Consequently, we believe that there is no need for construction of 
new state storage facilities at this time.



SECTION II 
DEVELOPING A COMPETITIVE MARKET STRUCTURE

A. Industry Restructuring since January 1993

The Phase I Report dated February 1, 1993 recommended the 
splitting of the previous "Latvijas Labiba" (LB) functions into two 
separate and distinct operating units   Labibas Birojs (LB) and 
Latvijas Dzirnavas (LD)

LD was to consist of all the commercial enterprises of LL held 
in a limited life stock company existing only until all commercial 
enterprises had been privatized. The primary functions of the 
proposed LD were to provide oversight of the enterprises and 
preparation and implementation of the privatization plan. The 
government elected not to form LD. They felt that the formation of 
such a company would tend to perpetuate state ownership, just the 
thing that the government was trying to eliminate.

The decision by government not to create LD has resulted in a 
management oversight gap that must be addressed immediately. As 
the current owner, government should regularly monitor enterprise 
performance to ensure that they are properly managed. Failure to 
do so could result in serious consequences not only for the 
enterprises but also for the government. LD would have provided a 
control mechanism to give government (as the enterprise owner) a 
view and understanding of current performance. It also could have 
identified operating problems at an early stage, thus giving 
authorities an opportunity to take corrective action. In the 
absence of immediate enterprise privatization it is essential that 
such an oversight mechanism be put in place. Details of such a 
function are discussed in Section II.C.

Labibas Birojs has been formed and provides three primary 
functions:

1. To facilitate development of state grain policy and to 
ensure its implementation;

2. To regulate and supply the controls necessary for the 
functioning of a grain market;

3. To gather and disseminate information to support the 
function of a competitive grain market.

Specific activities to carry out these functions include:

1. supervise warehouse stocks (both quantity and 
quality);

2. set and administer commercial grading standards;
3. manage the state grain reserves program;
4. maintain an economic analysis departn.^nt to supply data 

to formulate agriculture policy and programs, determine 
the grain supply and demand balance, and provide current



price and quantity information to farmers, traders and 
processors;

5. administer quotas and tariff policies;
6. provide recommendations on enterprise privatization;
7. administer the grain marketing law;
8 provide licensing services for grain marketing firms; 
9. provide arbitration services to the grain industry; 

10. implement government grain policies and programs.

The current relationship between the various grain processing 
firms and LB is unclear. There seems to be an expectation on the 
part of the Ministry of Agriculture that LB is responsible for 
maintaining management oversight of flour and feed mixing 
enterprises. However, this mandate is clearly not included in the 
existing LB charter, nor does LB have the necessary staff to carry 
out a monitoring function. We strongly believe that a management 
oversight function should not be assigned to LB. To do so would 
seriously compromise its reputation and ability to function as a 
state regulatory and service agency and an impartial provider of 
information needed to support and promote a private sector grain 
trade. Additionally, it would retain the stigma of the Latvijas 
Labiba concern which was disbanded because it managed the grain 
industry as a monopoly enterprise.

B. Grain Market Legislation and Regulations 

1. Grain Market Legislation

The Grain Market Law recently introduced in the Parliament 
contains the major provisions necessary to implement 
responsibilities assigned to LB. In addition, the bill puts in 
place the framework to permit the functioning of a competitive 
grain market. A significant amount of time has been spent in 
reviewing this bill, understanding its provisions and discussing 
ramifications with various participants in the industry. Writers 
of the bill have been most cooperative in aiding our full 
understanding of the bill and were also willing to listen and react 
to suggested changes. Written comments were prepared by the team 
and submitted to the government and the parliament. These comments 
are included in Annex B.

We are optimistic that this bill will be approved by the 
parliament prior to adjournment in May. Its approval is important 
at this time due to upcoming elections and the impending harvest. 
Failure to pass the bill can potentially result in market 
disruptions and lack of needed regulation and industry services. 
Its implementation will go a long way toward providing the 
environment necessary to permit a competitive market to function 
and contribute to the privatization of the industry.



2. Grain Market Regulations

The regulatory and service functions of LB were reviewed and 
discussed in detail with appropriate government officials during 
the consultancy. Our comments and conclusions are summarized 
below.

a. Grain Grades and Standards

A state grading system, administered by LB, is in 
place and functioning. It supplies meaningful information on 
factors influencing quality and ultimately price. It is similar to 
the previous system used by the former Soviet Union. However, 
there have been comments from the industry that the system does not 
adequately describe the quality of the grain, nor does it conform 
to international standards for all grains. Consequently, the 
existing standards should be reviewed in detail and be modified to 
conform to international standards for all types of grain. 
Adherence to international standards is essential to support future 
export trade of domestically produced grain.

Additionally, a testing procedure should be introduced to 
better and more quickly determine meaningful grain gluten levels. 
This will give the processing enterprises a more uniform product 
and provide a method of rewarding producers for superior grain 
quality. One recommended analysis for supplying this information 
is the Infra Red protein test. The cost of the equipment is not 
exorbitant and could quickly be paid for through voluntary service 
user fees.

b. Grain Facilities Supervision (quantity/quality)

An important function of LB is ensuring that the 
enterprise grain storage facilities (grain elevators) properly 
supervise the stocks under their direct control. As these 
facilities become private they will increasingly perform the 
function of a public warehouse operating under a licensing 
agreement with the government to provide storage and conditioning 
services to the various clientele (private and state) that they 
choose to serve.

When storage facilities provide this service they must be held 
accountable for maintaining the quality and quantity stored for the 
account of public "customers"   i.e. the government (reserves), 
the farmer or grain traders. When enterprises become private they 
should have the option of choosing whether or not to perform these 
"public" grain storage services. If they choose to provide the 
services they should be appropriately licensed by LB and bonded. 
If they provide the services, fees for services provided should be 
published, be reasonable in cost, and obviously must be competitive 
with comparable services.



LB has the responsibility of ensuring that grain stocks held 
in "public" warehouses are properly maintained to assure that the 
quantity and quality belonging to the owner can be redelivered at 
any time. Additionally, these supervised stocks, properly 
receipted, should be available for use as collateral against 
commercial loans by the grain owners. One way in which this can be 
accomplished will be further elaborated in section II. D regarding 
farm programs.

c. Information and Economic Analysis Service

Accurate collection and preparation of a periodic 
domestic grain situation and outlook report is essential for the 
proper functioning of a competitive grain market, preparation of 
supply and demand balance sheets and for preparation of government 
grain policies. Additionally, to properly assess the Latvian 
situation, information from other areas of the world must be 
reviewed, analyzed and considered as to its impact on the country.

The national grain data collection and analysis function is 
now being performed by LB, but its current data collection and 
analysis capability is very rudimentary. The draft grain market 
legislation appropriately, in our opinion, fully authorizes LB to 
carry out these functions. But, without the new legislation, the 
unit does not yet have full authority to make existing state grain 
storage elevators comply with recurrent information requests. A 
system of civil penalties for non-reporting, may also be needed to 
support the legal requirements of the new law.

The current LB economic information and analysis function 
needs to be given higher priority by government. It should be 
clearly accepted as the single official source of grain market 
information. The objectivity of the information should be legally 
protected. To support competitive market information needs, LB 
should be required to release to the public, on a monthly basis, 
the level of grain stocks held in all state and "public" elevators 
broken out by ownership   government domestic stocks, government 
humanitarian assistance stocks, and privately owned stocks. To 
support this expanded mandate, additional staff and computers 
should be acquired and training in appropriate data collection, 
analysis and reporting procedures provided,

d. Licensing/Registration of Firms

Based on experience in the U.S. and elsewhere, we
believe that proper licensing and/or registration of grain storage 
and handling firms, without excessive administrative costs or 
regulation, can provide a valuable service to the industry. This 
activity is best preformed by LB. It is a method of assuring 
market participants that the people they are dealing with have been 
approved to perform the services noted in the licensing agreement. 
Caution is necessary in making sure that all parties clearly
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understand what the license or registration document represents. 
Areas that should be considered for a licensing/registration 
program are:

1. grain dealers especially those providing services to the 
producer.

2. grain importers/exporters
3. "public" grain storage warehouses (elevators)

Licensing and registration requirements could be voluntary for 
grain dealers and importers and exporters. Licensing should be 
mandatory for all operators of "public" grain storage elevators, 
but only to ensure that these facilities meet existing grain 
storage regulations and that they report stock movements regularly 
to LB.

In all cases, care should be taken to ensure that licensing 
and registration conditions address only minimum requirements. 
Excessive regulation will inhibit proper market functioning. 
Additionally, it is important that there is a clear understanding 
as to what the government is or is not providing to other affected 
parties through the licensing function.

e. Arbitration Services

Arbitration services provide a very valuable service 
that assists the settling of trade disputes without costly court 
action. The services are probably better designed and operated by 
the industry than by LB or another governmental agency since the 
users of the service usually agree to submit to arbitration by 
terms in the contract.

C. Enterprise Management Under Competitive Markets

When privatizing enterprises there will obviously be a 
requirement that the enterprise managers understand and can 
function in a competitive market situation. However, during the 
interim period leading to individual firm privatization, it is 
anticipated that competitive markets will be functioning. Current 
managers should be required to operate within this market 
environment.

Most current enterprise management staff have been in place 
for some time. Most are technically very well qualified but have 
had little or no experience operating in a competitive market 
environment or using international accounting and other business 
decision making tools. The government oversight activity 
(introduced in section II. A) should require all facilities, even 
before they are privatized, to restructure their accounting system 
to conform to acceptable international standards. As the first 
step, an audit of all enterprises, conforming to international 
standards, should be completed immediately. An appropriate balance
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sheet and cash flow operating statement should be prepared for each 
enterprise. These documents can form the basis for introducing an 
effective Ministry of Agriculture oversight function and a 
management staff training program.

As stated earlier, we emphasize that this oversight function 
should not be managed by LB. A small staff, consisting of no more 
than three people should be assigned this task. The activities 
should be coordinated by Deputy Minister of Agriculture.

Managers should receive training in basic principles needed to 
operate in a competitive market environment and to develop new 
business management skills. Discussion of business principles and 
ethics should also be covered. Providing this type of training 
will not only allow current managers to function better during the 
transition phase, but will prepare them for the move to private 
ownership and operating in a competitive market situation. Donor 
technical assistance and training should be solicited to carry out 
the audit and training functions and to set up and assist in 
operating the enterprise management oversight activity.

D. Farm Program Needs

In the past, farmer prices in Latvia have been set by the 
central authority responsible for ensuring that the farmer received 
a price that was based on the cost of production. In a market 
economy farm prices are determined by the marketplace which is 
affected by basic supply/demand factors and government programs 
which, in part, reflect production costs. These programs can be 
very effective in assisting the accomplishment of a multitude of 
government objectives.

It is clear that there must be a specific farm program that is 
designed to accomplish government agricultural objectives. There 
are many alternative forms of programs that could be used to 
accomplish predetermined goals. Annex C discusses options that we 
believe would be effective in accomplishing a large portion of the 
government's program aims with minimal distortion of market 
operations.

It is not possible to introduce a farm program of the type 
discussed in Annex C in time for the 1993 harvest. Funds to 
provide farmers with subsidies are simply not available. However, 
we strongly urge that government and the international donor 
community devise a simple commercial grain loan program in time for 
the 1993 season. The first priority of the loan program is to 
ensure an adequate supply of grain for human consumption.

The program would simply provide a cash loan to farmers at 
harvest, using grain as collateral. To be workable, interest rates 
would have to be set at international levels. To be eligible for 
the loan, collateralized grain would have to be stored in existing
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warehouses, under LB supervision, to maintain quantity and quality 
control. The farmer would retain possession of the grain while it 
was stored in the "public" facility but could sell it at any time 
in the future, with the proceeds used to pay off the loan.

Such a program would encourage farmers to store grain in 
existing "public" storage elevators rather than keep it on the 
farm. Grain quality would be assured, and government could have a 
more accurate picture of grain import requirements to meet human 
consumption needs throughout the marketing year.
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SECTION III 
A PRIVATIZATION STRATEGY FOR THE GRAIN SECTOR

A. tacvernment Privatization Objectives

Hh/en disposing of state owned grain storage and processing 
facilities, government will have one or more specific objectives in 
mind. Tteese can include:

o maximizing cash sales price;
o providing employment for current staff;
o maintaining industry production capacity or existing

production levels;
o liquidating or selling accumulated enterprise debt; 
o providing a portion of ownership to:

farmers
plant labor force
management;

o attracting foreign investment capital

These objectives may pose constraints which retard the 
enterprise privatization process. Enabling legislation should, 
whenever possible, clearly articulate government objectives so that 
all potential bidders have a clear idea of what is required.

If a government objective is to attract foreign investment, 
early contact with potential buyers to solicit their interest and 
information needs can speed up the sales process. Potential local 
and foreign investors can benefit and will be more interested in 
submitting bids if the following preconditions are met:

1. accurate data on the performance of the enterprise   
past, present and projected future   is provided to 
prospective buyers.

2. regulations/rules defining how the specific industry will 
function and government oversight is accomplished;

3. legislation permitting and supporting the functioning of 
a competitive market economy;

4. anti-trust laws and laws prohibiting non-competitive 
trade practices;

5. resolution of legal issues affecting the legal definition 
of assets.

B. The Privatization Process

In practice, it may not be possible to have all the above 
preconditions in place before offering enterprises for sale. It is 
essentiail, however, that government be able to project a stable 
pro-business environment in order to attract investors willing to 
make a long term commitment to invest in the industry.
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The enterprise audits and cash flow analyses used as the basis 
for initiating government oversight procedures should be made 
available for review by all prospective buyers. Other pertinent 
information such as a legal definition of assets to be privatized, 
plant capacity, current and potential markets, labor supply and 
appropriate labor laws and their application, etc. should also be 
available to prospective buyers.

Passage of the grain market bill will put in place many of the 
conditions needed to implement competitive domestic grain markets. 
In addition, a general privatization law is required to ensure a 
stable and equitable environment for selling existing enterprises. 
The meat processing law provides a suitable model given some minor 
modifications. A grain sector privatization law should include the 
following provisions:

1. Privatize grain elevators, and flour and feed mixing 
plants under common enabling legislation. The 
legislation should authorize formation of a Grain 
Industry Privatization Commission, responsible to the 
Ministry of Agriculture. The GIPC should have 
discretionary authority to form subcommissions for each 
subsector, as needed.

2. Authorize the Privatization Commission to implement all 
administrative activities associated with enterprise 
privatization. It should be clearly stated that the role 
of the Commission is administrative and that members of 
the Commission shall have no direct or indirect interests 
in the outcome of any enterprise being privatized under 
the law. The Commission should not be authorized to 
prepare or modify any bids submitted by potential 
investors.

3. Provide the Ministry of Economic Reform with clear 
authority to monitor the processes and procedures 
implemented by the Industry Privatization Commission to 
ensure adherence to requirements of the enabling 
legislation.

4. Restrict managers and other staff members of enterprises 
being privatized from membership on the Commission, but 
make them available to provide information, as needed, to 
the Commission.

5. Require the use of competitive procedures which advertise 
and solicit bids from all interested domestic and foreign 
buyers.

6. Appoint local and foreign management experts as advisors 
to the Commission and as members of the panels which 
review submitted bids.
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C. Special Issues

1. Competitive Bidding Procedures

To date, privatization strategies adopted in Latvia have 
not required use of competitive bidding procedures. We believe it 
is important that the grain industry privatization law firmly 
include such p-ovisions. It is the most effective way of gauging 
the market for the facilities being offered, thereby assuring 
government of the best possible terms of sale.

Clearly, publishing an offer to sell or soliciting bids on the 
properties from the maximum possible number of interested buyers 
does not carry any obligation to sell to any of the respondents or 
to sell under terms or conditions unacceptable to the government. 
But, it is important that the solicitation documents clearly state 
conditions associated with the sale of each enterprise. Moreover, 
it is not recommended that an offer to sell be announced unless the 
government is ready and willing to sell under the terms as stated 
in the tender offer.

2. Asset Management and Ownership Issues

Confusion of asset management and ownership rights has 
been and continues to be a deterrent to rapid privatization of 
state enterprises. Under previous law all assets were owned 
collectively by the people and managed in their name by the state. 
Existing Latvian legislation governing formation of state stock 
companies uses language which, in line with normal commercial 
practice, means that the state, although the owner of the stock 
issued by the new company, is not liable for the debts of the new 
state corporation. However, as the existing debts were incurred at 
the government's directive, the state must take responsibility for 
resolving the debt problem. Moreover, managers of state 
enterprises, while nominally employees of the state, may make some 
investment decisions usually associated with ownership.

The situation becomes more complex where existing managers 
form a limited liability company and lease state assets in the name 
of the company. In some cases, previous governments have made long 
term commitments to such management companies which imply some 
asset transfer or rights of first refusal in case assets are 
offered for sale.

The imprecise status of asset ownership brought about by 
confusion of ownership and management rights requires a thorough 
review and resolution of the legal definitions of assets being 
sold. This work should be undertaken as part of the enterprise 
analysis conducted prior to preparation of bids offering 
enterprises for sale.
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The issues raised by confusion of management and ownership 
rights and responsibilities do not, in our opinion, provide a valid 
excuse for delaying privatization of grain industry enterprises. 
The problems are known and can be objectively identified. Similar 
issues are being addressed successfully in the milk processing 
industry. This experience, along with completion of the 
appropriate legal analysis prior to offering enterprise for sale 
provide sufficient knowledge to successfully address such issues in 
the grain processing and storage sectors.

3. Enterprise Debt

Outstanding debt of all state owned grain processing 
entarprises, in the form of bank loans and accounts payable to 
product and other input suppliers is estimated at over US$ 27 
million. Potentially offsetting accounts receivable are estimated 
at US$ 13 million. However, many of the receivables are more than 
six months overdue and may have to be written off as bad debts.

The enterprise debt varies considerably among firms in the 
industry. But for most firms it is sufficiently high that it is 
not commercially sustainable. However, government expects existing 
management to include debt servicing as part of normal operating 
expenses and expects new owners to assume accumulated enterprise 
debt. In most cases existing low current and potential production 
levels invalidate these expectations.

As the net returns to the government will ultimately be the 
same whether enterprises are sold with or without debt, it is 
recommended that the government take over the debt of enterprises 
(apart from working capital requirements) and sell them debt free.

Notwithstanding the difficulties imposed by this situation, it 
should not be used as an excuse to defer privatization in any 
enterprise.

Ideally, a new bankruptcy law is needed to force liquidation 
of uneconomical enterprises. However, lack of such legislation 
should also not be used to further defer enterprise privatization.

D. Special Conditions of Sale

Based on our analysis we believe it is in the best interest of 
government to prepare invitations for tender simultaneously for all 
flour and feed mills and for grain elevators. Alternatively, 
solicitation by geographic grouping could be made if it is felt 
that the administrative burden posed by large scale privatization 
is too great under a single solicitation.

As noted in Annex A, all but one flour milling facility
include a feed mixing plant. All but two storage elevators are
located on the same site as either a flour or a feed mixing mill.
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Soliciting bids on all facilities at the same time provides both 
government and prospective bidders with the greatest potential to 
maximize new ownership configurations.

While it is most efficient to solicit bids for all plants 
simultaneously, separate proposal review panels should be set up 
for each group; flour milling, feed milling and grain storage 
facilities (elevators). This will, in most cases, allow for 
maximum input by industry management specialists in each subsector 
and Introduce general administrative efficiencies.

We repeat here the caveat made in the previous section. 
Solicitation of bids simultaneously across all subsectors does not 
imply selling of all enterprises at the same time. Various 
mitigating factors could make it advantageous for government not to 
negotiate simultaneous sales contracts.

Each industry subsector is reviewed below and a recommendation 
provided on disposition of the activity.

1. Flour Mills

Government considers that flour milling for human 
consumption is strategic to the accomplishment of its major 
objectives. Within this conditionally it is clear that two 
important considerations must be included in any privatization 
strategy for this subsector. These are:

a. assurances that flour prices are determined under
competitive market conditions based on the cost of wheat 
plus manufacturing cost and a "reasonable" margin of 
profit;

b. bakeries must be assured of adequate supplies of flour at 
all times.

There are only four wheat flour mills and three rye flour 
mills in the country. While these mills are now operating at no 
more than 50 percent of capacity, elimination of any one could 
result in a restricted competitive situation.

Downsizing the existing facilities before offering them for 
sale, while potentially feasible, would be costly and be a waste of 
scarce government resources. Given the low overheads of existing 
plants there appears to be little additional cost in continuing to 
run all mills at low capacity utilization. Modernization or other 
labor saving restructuring prior to sale cannot be justified, since 
the return on the investment necessary would have to be primarily 
achieved by the savings in labor. Under current wage structures, 
(assuming the release of excess employees) labor is a relatively 
small portion of total product costs.
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With due consideration of the circumstances outlined above we 
recommend that the government proceed as soon as possible with the 
offering of the flour mills for sale. An open competition/ 
including an invitation to tender by potential foreign investors, 
should be prepared.

2. Feed Mills

Feed mills are in an extreme overcapacity situation; some 
are now operating at less than 15% of capacity. Again, as with 
flour mills, most plants should be able to operate on a positive 
cash flow basis in the short run if existing excess employees are 
released. However, the low capacity utilization indicates that 
excess capacity will have to be removed at some time in the future. 
The manner in which this takes place is critical to maintaining the 
industry during the transition period.

It is our opinion that over a period of time the large 
uneconomical units (in today's operating environment) will either 
be down sized or be completely replaced by smaller, more 
strategically placed units capable of supplying the needs of a 
reduced geographic area of the country. There are currently nine 
large mill locations, but there could easily be twice as many 
smaller units operating in the future. This expected restructuring 
could be accomplished by the conversion of previously operated 
collective farm facilities which can be restored to operating 
status by the infusion of relatively small amounts of capital. 
Alternatively, new, smaller, and more efficient units can be built 
to meet local needs as they develop under the new agricultural 
production environment. Both these alternatives may present ideal 
opportunities for World Bank investment lending in the agribusiness 
sector.

In the interim, feed requirements can easily be met by 
existing enterprises. We see no requirement or reason to close 
down the facilities as they now exist if they are operating on a 
positive cash flow basis, excluding finance costs except for 
current working capital cost. This implies that existing and new 
management would not be responsible for repayment of existing debt 
and interest charges.

Several of these facilities may continue to be viable for long 
term use. This is particularly true when considered in conjunction 
with adjacent flour mills and storage facilities (grain elevators).

We have serious doubts about attracting major buyers for these 
facilities outside the present management companies or other local 
investors with a stake in using mixed feed products produced by the 
plants. However, we do suggest a wide public solicitation of all 
potential buyers to determine the broadest possible expression of 
interest in bidding on these enterprises. This will maximize 
government bargaining power with potential buyers. We recommend
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proceeding as quickly as possible with the privatization of these 
enterprises. There is no need for investment in plant 
modernization, repairs or downsizing prior to their sales offering.

3. Grain Storage Facilities (Elevators)

In almost all cases, grain storage facilities (elevators) 
are located adjacent to existing feed and flour mills. In some 
cases this poses a significant problem in the privatization process 
since the elevators provide the important function of ensuring the 
proper storage and conditioning of grain following the harvest.

Given that a primary objective of government is to maximize 
grain production and attain self sufficiency, these elevators are 
critical to achieving these government objectives. It requires 
that all continue to operate for the foreseeable future. While 
they may not be the most economical means of storing and 
conditioning grain, construction costs prohibit their immediate 
replacement. In most cases the disposition of the elevators will 
take place in conjunction with the disposition of the processing 
facility. However it is done, sale must be conditional on 
agreement by the new owners that ensures public storage of 
government grain at competitive rates in at least a portion of the 
elevator.

In our discussions with government officials the issue was 
raised that elevators should not be privatized as they are 
strategic to storing grain needed for domestic human consumption. 
Experience from other countries indicates that private ownership of 
grain storage facilities is not a deterrent to maintaining adequate 
grain stocks for human consumption. As discussed earlier, the 
primary consideration is implementation of a system of grades and 
standards and the licensing and bonding of elevators so that 
quality assurance for all grain (whether owned by the state or 
private individuals) is maintained.

We recommend that grain storage elevators be privatized as 
soon as possible. No modifications or new investment should be 
undertaken prior to sale. Elevators should be offered as separate 
entities from the adjacent flour or feed mixing facilities, but 
there should be no restrictions placed on bidder eligibility.
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ANNEX A GRAIN INDUSTRY TABLES AND MAPS
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Table A1 Flour Mills, Feed Mixing Plants and Elevators

Flour Milling Plants Annual flour milling capacity
Wheat Rye Barley/oats
(tons) (tons) (tons)

Rezeknes Dzirnavnieks 63000
Daugavpils Dzirnavnieks (mill!) 78500
Daugavpils Dzirnavnieks (mill 2) 32000
Dobefcs Dzirnavnieks 48000
Liepaps Lablba 27000
Rlgas Dzirnavnieks (mill 1) 65000
Rigas [Dzirnavnieks (mill 2) 46500

Rolled Oat Mill 31500
Jelgavas Dzirnavnieks 55000
Subtotal 2S4400 160500 31500

Animal' Feed Mixing Plants

Jekabpils
Vidzemes Labiba
Madonas Lablba
Saldus- Labiba
Stende.
Riga Mixed Feed
lecavcS Lablba
Subtosl

Grain Storage Elevators

Gulbenes Grauds
Riga RHT&
Subtotal

Total 446500

Ann. feed
mixing cap.

(tons)

122000
235000

1 66000
192000

50900
715000

Ann. feed 
mixing cap.

(tons)

1 98000
1 46000
1 22000
43000

131000
427000
122000

1 1 89000

Ann. feed 
mixing cap.

(tons)

1 904000

Elevator cap.

(tons)

63000
108900

124180
40700
84700

50900
472380

Elevator cap.

(tons)

112600
60980
34700
39300
22200

9800
25000

304580

Elevator cap.

(tons)

16400
65600
82000

858960



TABLE A.2 IMPORTS BY THE LATVIAN STATE GRAIN SECTOR, 1988 - 1992

Year

1988
1989
1990
1991
1992

Wheat

502,770
316,370
363,799
262,372
165.304

Rye

66,988
41,693
27,173
23,698
83.428

Oats

18,602
31,912
26,676
6,205

15.396

Barley

165,649
148,103
64,235

171,987
66.373

Com

370,612
668,651
350,232
386,342
102.373

Other 
Grain

4,637
69,560
30,784

7,077
904

Flour

7,280
7,412
5,291
5,286

Mixed 
Feeds

6.793

Total

1,136,538
1,283,701

868,190
862,967
440.571

TABLE A 3 EXPORTS BY THE LATVIAN STATE GRAIN SECTOR, 1988 - 1992

Year

1988
1989
1990
1991
1992

Wheat Rye Oats Barley

\\J\ 1O

1,078
1,088

Other 
Grain

Flour

54,378
51,892
39,901
40,926
7.045

Mixed 
Feeds

79,140
49,803
35,143
13,367

Total

134,596
102,783
75,044
54,293
7,045

TABLE A.4 IMPORTS OF ANIMAL PROTEIN SUPPLEMENTS BY THE LATVIAN 
STATE GRAIN SECTOR, 1988 - 1992

Year Soybean Cotton See Fish Cattle feed Yeast P rote Total 
Oil Meal Meal Meal Yeast & Vitimin 

Concentrate

1988 
1989 
1990 
1991 
1992

138,000
142,300
139,100
121,300
32,100

40,000
38,000
28,000
13,100
8,800

12,000
15,000
14,000
10,900
3,200

10,000
11,800
8,400
7,200
2,800

15,000
15,000
15,000
15,000
7,100

215,000
222,100
204,500
167,500
54,000



TABLE A.5 ANIMAL FEED PRODUCTS PRODUCED BY THE LATVIAN STATE 
GRAIN SECTOR, 1988-1992

Year

1988
1989
1990
1991
1992

Cattle 
Feed

586,200
631,300
451,500
398,900

96.800

Pig 
Feed

625,900
668,400
537,200
504,100
292,800

Chicken 
Feed

349,184
342,429
289,311
298,513
187,300

Other 
Feed

45,100
42,100
35,100
26,100
4.600

Sub Total

1,606,384
1,684,229
1,313,111
1,227,613

581.500

TABLE A.6 MILLED GRAIN PRODUCTS FOR HUMAN CONSUMPTION 
PRODUCED BY THE LATVIAN STATE GRAIN SECTOR, 
1988 - 1993

Year Wheat Rye Groats Other Milla Sub Total Total 
Flour Flour Grain Prod

1988 
1989 
1990 
1991 
1992

212,278
222,155
207,047
212,634
151.381

135,136
130,803
136,090
133,708
76,713

32,721
33,817
33,614
35,018
33,610

428
261
304
314

1,287

380,563
387,036
377,055
381,674
262.991

1.986,947
2,071,265
1,690,166
1,609,287

844,491



BAKERIES

* Venfspi/s Maiznieks

* Viazemes Maiznieks
* RJgas Baltmaiznieks
* Company Strategic
* Druva
* Abra

* Liepajas Maiznieks
* Jelgavas Maiznieks * Private company A/dona

* Daugavpils Maiznieks



GRAIN STORAGE ELEVATORS

* Dobele * Jelgava * lecava

Note: Grain elevators are located at all feed mixing and flour milling plants. 
In addition elevators are located in Gulbene and Riga port.



FLOUR MILLING PLANTS

Rlgas Dzimavnieks

* Jelgavas Dzimavnieks 

* Dobeles Dzimavnieks

* Liepajas Labiba

Rezeknes Dzimavnieks

* Daugsvpils Dzimavnieks



ANIMAL FEED MIXING PLANTS

Riga Mixed Feed Plant



ANNEX B
COMMENTS ON THE DRAFT LAW OF 22 FEE, 1993 

"ON THE LATVIAN GRAIN MARKET AND STATE GRAIN RESERVE

While the objective of the law is clearly stated, 
translation may have resulted in a misinterpretation. As we read 
the proposed law the objective is to promote the fulfillment of 
Latvia's domestic grain requirements through a law creating the 
preconditions for the formation of a Latvian grain market. Even 
though it is implied throughout the document that the intent of 
the law is also to support the establishment of a competitive 
grain market, we suggest that this objective be stated in Article 
1--- Goals of the Law.

In general, we agree with the basic thrust of the law. 
However, there are certain aspects of the draft law that require 
clarification or modification. These are addressed below.

Terms in the Law

Latvian Grain Market:

We would exclude from the list the reference to bread 
producers, sellers and consumers. A case could be made to 
include the bakers in this list. But, in our opinion, the bread 
sellers and consumers are too far removed from the basic grain 
activities to be considered an integral part of the industry. 
Additionally, we would add to the list, other participants in the 
grain marketing system including merchandisers, traders and 
brokers. Including them acknowledges an acceptance of their 
function of providing an important service within the industry.

Paragraph 3:

We suggest using the words "supply/demand" rar.her than 
"production/consumption'. This makes the concepts consistent 
with "normal" industry practices. It is also a more accurate 
description of the figures contained in a grain balance sheet.

Article 2

Paragraph 2.3:

We suggest that it is more appropriate to use words to the 
effect that the state "influences the supply/demand balance" 
rather than "influences the grain market" by using the state 
grain reserve. This connotation is much more acceptable than the 
latter phrasing and will be more consistent with our later 
proposal to define when reserve stocks can be used. (Article 13)

We would omit the reference to "state production and 
consumption balance". The reference to "state control over 
foreign trade" is unclear. We would omit from this list the 
reference tc the state grain inspection for quality as it is not



done specifically to influence the grain market. 

Article 3

Paragraph 3.1:

Change the words "regulate 
"administer state grain policies".

Paragraph 3.2:

state grain market" to

We recommend that approval of balance-sheet recommendations 
be delayed until December 1 to enable proper analysis of recently 
completed harvests both in Latvia and other areas impacting on 
the Latvian grain situation. All analysis should be done on a 
crop year basis--!.e. June to May or July to June, etc.

Article 4

The title of this article could be better stated so that it 
doesn't infer that the grain markets are being 
controlled/influenced by a government agency. We suggest the 
words "in influencing Latvia's grain market" be deleted.

Paragraph 4.2:

We would restate this paragraph heading to read as follows: 
"To best ensure the proper balance between supply and demand, the 
Latvia State "Labibas Birojs" carries out the following:"

Paragraph 4.2.1:

Change the opening word "determines" to "estimates". 

Paragraph 4.2.3:

Change the words "regulates foreign trade" to "regulates 
imports/exports".

Article 5

We have strong reservations about giving the "Labibas 
Birojs" Council authority for direct control over the management 
of "Labibas Birojs" and its functions. Clearly, this type of 
structure would move "LB" into the political arena rather than 
the intended regulatory and service functions. "Labibas Birojs" 
should be an activity of the MOA and report accordingly. If the 
government desires input from the various representatives 
mentioned in the draft, (primarily for purposes of policy 
development) that certainly can be accomplished through an 
advisory board. But such an advisory board should not have 
management control over the agency. Additionally, the reporting 
relationship provided in this draft will make it very difficult, 
if not impossible, for "LB" to function as intended.



The expected functions of "LB" highlight the difficulty in 
achieving a functioning organization with the Council as 
structured in the current draft. "LB" should be outside the 
influence of politics to the greatest extent possible. The 
present structure will lead to a very politicized organization.

Article 7

The dates for preparing the balance sheet, as indicated in 
this Article, may be a little premature. We suggest they be 
moved one month later. The reference to "minimal price for grain 
sale guaranteed" is unclear. If it is referring to the structure 
of a basic farm program, we have a strong recommendation and will 
prepare this as a separate recommendation.

Article 8

Paragraph 8.2:

The intent of this paragraph is not clear. Is the form 
required for each transaction or is it to provide general 
information about individual grain traders or to ensure that 
duties have been paid? If a form is required for each 
transaction a great deal of .paperwork will be required which will 
distract from the development of market trading.

Paragraph 8.5:

From extensive experience we have learned that grain 
transaction fees of the type required by this paragraph have the 
effect of inhibiting trade and will clearly reduce the price 
received by the farmer. This tax will be a detriment to the 
establishment of a competitive grain market environment. Under 
competitive market conditions grain may be bought and sold many 
times before it is finally used. As an alternative, if this tax 
is an absolute requirement, we suggest an end user tax which 
would be added at the time the grain is processed. This means it 
would usually be collected from the flour or feed mill. Such a 
levy is administratively easier to collect that a levy imposed on 
grain traders.

Article 9

Paragraph 9.3:

The purpose and meaning of this Article is unclear. 

Article 10

We suggest that the title for this article be simplified to 
read: "General Regulations for Foreign Trade". There is no need 
for the reference to "in grain and price regulation".



Paragraph 10,2;

We suggest that the last sentence of this paragraph be 
reworded: "Certificates issued shall be consistent with 
International Grain Standards".

Article 11

Paragraph 11.1-4;

The regional regulation of grain production as stated in 
this article will promote subsidized inefficient production, and 
is expensive and counterproductive to the development of a viable 
farm economy. If short term income supplements are needed in 
certain regions to overcome income declines from loss of 
traditional markets this should be addressed under farm program 
legislation and not under the enabling legislation which sets up 
a competitive grain market.

Article 12

Paragraph 12.1:

We suggest that an exact amount for a state grain reserve 
target not be stated in the law but instead be set on a yearly 
basis. If there is a need to provide guidelines in the law these 
can be stated as percentages of annual grain needs.

Article 13

Paragraph 13.1:

Reword this paragraph to read: "The State Grain Reserve is 
used to insure a minimum supply of grain stocks to assure 
adequate domestic supplies".

Paragraph 13.2-3:

The rules set out in this paragraph for buying and selling 
state reserve grain will encourage "LB" to become an active grain 
trader rather than carry out market regulatory and service 
functions. In this regard, there is an important principle to be 
considered in conjunction with the establishment of prices as 
they apply to the grain reserves.

Commodity markets operate at their best when all 
participants know " the rules of the game". Therefore, we 
strongly recommend that the law require the government to set 
minimum and maximum prices for state grain reserve transactions 
early in the calendar year for the upcoming harvest. This will 
enable the market to function within these predetermined limits 
and will facilitate the development of an active grain market. 
It will tend to act in a way that will keep market prices within 
the ranges set before the start of the season. We feel this is a

/ 
c.



very important principle in the proper functioning of a 
competitive market and strongly recommend it be considered.

While the actual level at which these prices are set is 
determined on a yearly basis, the law should stipulate that a 
maximum price will be set at which the government may agree to 
purchase stocks to build up reserves. In a like manner, there 
should be a minimum price at which the government will consider 
selling stocks from the reserve. In practice the process could 
work as follows:

Suppose the government wanted the wheat market to operate 
between the range of LVR 12,000/ton and LVR 19,000/ton for the 
1993-94 marketing season. Then they would set the minimum price 
at which they would consider selling grain from the reserve at 
LVR 19,000 and the maximum price at which they could consider 
buying grain for the reserve at LVR 12,000/ton. In between these 
prices they would not enter the market. Thus, if wheat supplies 
were in short supply and prices reached LVR 19,000 stocks could 
be sold from the reserve in order to increase supply and 
potentially reduce prices below LVR 19,000.

At the other extreme, if the market was in surplus and 
prices were pushed down to LVR 12,000, government could buy 
stocks to replenish the reserve, reduce the market supply and 
potentially move prices higher.

The above approach enables farmers and traders to operate in 
the market within known price parameters. At the same time, 
government should be able to buy grain when prices are low and 
sell when they are high, thereby retaining the spirit of the 
concepts now contained in Article 13:2-3 without violating market 
trading operations.

Prepared by:
The Agribusiness Privatization Project
April 15, 1993

Bruce Carrie 
Conrad Fritsch

Si Matthies 
Nils Melngailis



ANNEX C 
DISCUSSION PAPER ON FARM PROGRAMS

The purpose of this paper is to introduce for discussion 
purposes options for a potential farm program that could be 
effective in accomplishing government objectives. The paper does 
not provide a firm recommendation on a particular program since a 
multitude of implications must be considered before a final 
decision can be made.

Background

In the past, farm prices in the former Soviet Union were set 
by a central authority responsible for guaranteeing that the 
farmer received a price based on the cost of production. With 
recent changes this may no longer be the way market prices are 
determined. The actual income received by the farmer may be 
derived from a combination of the competitive market and 
government programs designed to support agriculture and assure 
adequate production of important farm commodities.

The Program

The options for a farm program discussed in this paper are 
aimed at assuring the farmer, of a level of income consistent with 
government objectives on production levels while allowing the 
realities of competitive market factors to operate, thus enabling 
the farmer to respond to supply and demand factors.

The components of the program are in many ways similar to 
the current U.S. farm program instituted in 1990. That program 
has as its basic objective to:

a. 
b. 
c.

market 
d.

minimize government expenditures for produced crops,
help maintain farm income,
encourage the farmer to produce for the demands of the

enable the government to influence crop production.

Participation in any farm program should be decided by 
individual farmers on a voluntary basis each year. The 
government would set certain requirements which the farmer must 
comply with to be eligible for the program benefits. This 
includes, in the U.S. such things as the types of crops that can 
be planted and acreage planting requirements. After considering 
the impacts of the governments compliance requirements on his 
farming operations, the farmer has the option of participating or 
not participating in the program. If he elects not to 
participate, he is not eligible for any of the program benefits 
and must rely completely on the market for his total income. 
Farmers in the U.S. participate to a high degree since the 
incentives of the program are quite attractive. This high 
participation level enables the government to effectively manage 
the production of various crops by "voluntary" participation



programs.

The U.S. farm program consists of three basic components 
that could be implemented in Latvia separately or in combination. 
The first part of the program is designed to ensure that the 
farmer has money in his hands at harvest time regardless of 
whether he sells his crop at that time or holds on to it in the 
hope of obtaining a higher sales price later in the season. 
Under the loan part of the program the government guarantees to 
lend money to the farmer at harvest time using the farmer's grain 
as collateral. When the loan is made the grain must be delivered 
into a government registered public elevator to ensure that the 
quality and quantity of the grain is maintained. If the farmer 
subsequently sells the grain on the open market he uses the 
proceeds of the sale to repay the loan.

The loans are normally set to mature six to nine months 
following the harvest so that the farmer has ample time to make a 
decision regarding the marketing of his crop. The farmer has the 
option of taking a loan out at any time during that period and 
still receiving the full loan rate. In Latvia the loan could be 
provided directly by the government or through a financial 
intermediary such as the Agricultural Finance Corporation that 
the World Bank and government are currently proposing to 
establish.

A second aspect of the loan program as it is operated in the 
U.S. .s the use of an announced "loan rate". This provides a 
floor to the price which the farmer will be paid for his grain. 
It therefore provides a safety net for the farmer should the 
price of grain on the free market fall to very low levels. At 
the beginning of each season the government announces the loan 
rate. This is the price that the government guarantees it will 
loan money to the farmer for the upcoming crop. Further, even if 
the market price of grain falls below the loan rate, the 
government guarantees that it will allow the farmer to meet his 
loan obligations by simply forfeiting his grain to the government 
when the loan matures. Thus, regardless of what happens to the 
market price of grain, the farmer is guaranteed to receive at 
least the loan rate for his grain. However, at any time the 
farmer has the option of making a higher return by selling his 
grain on the free market should the market price for grain be 
above the loan rate. Under such a scheme the government must 
have money in its budget to meet the cost of "purchasing" the 
grain which may be forfeited to it should the market price of 
grain fall below the target price.

The third aspect of the farm program as operated in the U.S. 
is the use of deficiency payments. These payments provide more 
general support to farmer incomes to bring them up to a level 
that the government considers reasonable should market prices for 
grain be low. Concurrent with the loan rate a "target price" is 
announced. Should the average market price for grain in the 
first five or six months after harvest be below the target price



then fanners receive a deficiency payment. This payment is the 
difference between the target price and the average market price. 
Should the average market price fall below even the loan rate 
then the deficiency payment is limited to the difference between 
the loan rate and the target price. Again, with this part of the 
program the government must provide money in the budget to cover 
the deficiency payments.

Taking the three aspects of the program as a whole, the 
level of the government supported loan rates and target prices 
sends a clear signal to the farmer indicating his best 
alternatives for the use of his land. After deciding whether to 
participate in the program or net, he responds by planting crops 
that are expected to result in the highest return per hectare.

A farm program based on the above components can assure a 
level of farmer income consistent with government objectives 
while permitting prices to reflect the realities of competitive 
market factors. The farmer can then respond in his choice of 
crops to these prices and the relevant supply and demand factors.

There can be a large number of variations to the program as 
outlined that can be used to accomplish desired government 
objectives. Since there is an almost endless number of examples 
of how a program would actually work, given certain assumptions, 
the attachment provides two examples that could be considered 
"typical".

This paper is prepared for discussion purposes and should 
be considered a conceptual idea of how a viable farm program 
might achieve desired objectives. A much more detailed analysis 
of ramifications, mechanics and impact would be necessary if 
there is an interest in further investigation



DEFINITIONS AND TERMS USED

LOAN RATE

"Loan Rate" is the price at which the government or other lender 
will provide a loan to farmers to enable them to hold their 
crops for sale at some later date.

NONRECOURSE LOAN

The lender has no recourse but to take the crop as full repayment 
of the loan if the farmer so desires--- no matter how far the 
market price may have fallen.

TARGET PRICE

Price at which the government is desirous that the farmer receive 
for their production.

MAXIMUM DEFICIENCY PAYMENT

Target Price minus announced Loan Rate

ACTUAL DEFICIENCY PAYMENT

Target Price minus the higher of Loan Rate and actual market 
price average for a given period of time

MARKET PRICE

The price at which a commodity is trading in a "free" and 
competitive market.



SAMPLE FARM PROGRAM PARTICIPATION

Assumptions

Target Price 20000 LVR 
Loan Rate 10000 LVR 
Loan maturity date March 31 
Monthly charges

(storage-interest) 400 LVR 
Average market price

(5 months) 16000 LVR 
Market Price (harvest) 11000 LVR 
Market Price Oct 31 18000 LVR 
Market Price Dec 31 17000 LVR

EXAMPLE

Farmer takes loan on August 31

Farmer redeems loan on October 31 
(2 months charges--400/ .month)

Farmer sells grain on October 31 at

Farmer receives deficiency payment--January 
(20000-16000)

"Net" returns to farmer from transactions

10000 LVR

10800 LVR

18000 LVR

4000 LVR

21200 LVR

EXAMPLE

Farmer takes loan on August 31

Farmer redeems loan on December 31 
(4 months charges--400/ month)

Farmer sells grain on December 31

Farmer receives deficiency payment--January 
(20000-16000)

"Net" returns to farmer from transactions

10000 LVR

11600 LVR

17000 LVR

4000 LVR

19400 LVR



Comments on The Draft Law of 28/01/93 
"On The Latvian Grain Market and state Grain Reserves"

It appears that the intent of the law is to set up a 
competitive market environment for private sector grain traders and 
processors but give the state sufficient authority to control or 
manage grain stocks in such a way that: a) subsidies can be 
provided to farmers and to consumers based on government policies, 
and b) the state can intervene in market processes to minimize 
major grain price variability. The draft accomplishes this 
objective quite well.

However, the state is given broad powers to enter the market 
to stabilize grain prices. These powers could also be used to 
eliminate or curtail competition as well as promote it. Thought 
should be given to ways in which this power can be minimized so 
that abuses disruptive either to farmers, millers or consumers do 
not occur. This is obviously a sensitive issue which must be 
resolved within existing Latvian political realities.

It is generally advisable that specific directives regarding 
grain stock management and government market intervention be put in 
regulations written to implement the law. This preserves some 
policy flexibility.

The law also makes the distinction between the LB Board as a 
policy body covering grain issues from producer pricing, state 
grain reserves and consumer pricing and the LB technical staff 
charged with policy implementation. By definition, the Board 
membership will be very sensitive to political changes which could 
affect its decisions regarding pricing, reserve levels and other 
policies over which it has jurisdiction such as consumer subsidies.

Consequently, our comments suggest that the personnel 
management functions over LB technical staff, now assigned to the 
Board, should be reassigned to the MOA. This would help ensure 
that the LB technical staff are not replaced with individuals 
representing the particular political interests which may dominate 
the Board at any particular time.

Specific issues are addressed below. 

Article 4

To what does the term "base price" relate? Does it mean the 
base price for grain producers, or for millers, or for both? If 
it is to be applied only to producers (which is the appropriate 
place if the milling industry is to operate on competitive market 
principles) wording such as "base producer price" would clarify the 
intent if that is what is meant.



Article 5

Paragraph 5.2: It is suggested that the reference to competitive 
tender for export trade be included in implementing regulations 
rather than in the law. However, keeping it in the law does 
emphasize that the private sector rather than the public sector 
should actually conduct grain exports and imports.

Article 6

Paragraph 6.2: It is not clear from the language used whether 
import and export duties would be applied to all foreign grain 
trades or just to some. The intent seems to be that duties can be 
levied to support implementation of government policy but will not 
be set in all cases. See also the discussion below.

Paragraph 6.3: The distinction between 6.2 and 6.3 is not clear. 
What, does "contracts" mean in this context? It would seem that 
duties and levies should apply to all trades equally at the same 
time for coinmercial purposes. If they do not policy objectives 
become confused. However, it would seem appropriate that import 
duties would not apply in cases where imports were made for the 
purpose of replenishing government reserve stocks. Why should 
government pay duties on grains used to replenish state reserves? 
Perhaps paragraph 6.2 and 6.3' could be rewritten to remove apparent 
inconsistencies.

Article 7

Paragraph 7.1; Is one of the purposes of the reserve to regulate 
the "state grain market" "valsts labibas tirgus regulesanas", or 
just regulate the "grain market"? Under the new system there will 
not really be a state grain market to regulate if development of 
private sector competitive markets is the policy goal being 
pursued. Perhaps this paragraph can be eliminated as the same 
topic is covered in the first sentence of paragraph 8.1.

Article 8

Paragraph 8.1: In line with the above discussion it is suggested 
that the first sentence be replaced with "The state grain reserve 
is used mainly to eliminate existing shortages in domestic 
markets".

From our western perspective more general language would be 
preferable in place of the requirement limiting sales or purchases 
to 3D percent of the total reserve. Alternative language could be 
that "LB can buy and sell grain only to replenish state reserves or 
to stabilize the level of domestic grain supplies to the extent 
allowable by policy of the Government of Latvia".



The important point is that LB should not engage in commercial 
grain trade, whenever it wishes, but only trade to stabilize 
existing market supplies and to replenish reserves. The general 
language would remove the need for the sentence beginning "Novirzes 
no augstak..."

In addition, the implication that ongoing sales and purchases 
from the reserve should be self financing is an unrealistic 
requirement if market stabilization is the only purpose for 
entering the market. If profits are made, well and good, but this 
should not be stated as an agency objective.

Article 11

From the western perspective of separation of powers it would 
appear that a) a LB policy Board with the chairman appointed by the 
Prime Minister, and b) the Director of LB appointed by the Minster 
of Agriculture, will achieve a highly desirable balance between 
control of policy functions and technical implementation functions.

Over time, the policy of the government will change, but the 
technical aspects of grain inspection and control, economic 
analysis, buying and selling of grain etc. will remain the same. 
Hence, the goal for the LB staff is to achieve and maintain 
technical competence. Having" LB staff appointments subject to the 
LB Board, as is now stated in the draft law, will not ensure this 
outcome. It may actually operate to destroy the technical 
competence needed to ensure availability of adequate grain stocks 
with known quality standards. Consequently, it is suggested that 
the director and all technical staff should be hired under civil 
service employment standards.

Paragraph 11. 5: The membership of the Board clearly identifies it 
as a broad based representative policy body. That implies that the 
chairman should be appointed by the Prime Minister in addition to 
the other members who represent their own specific interest groups. 
These appointments would be made by each group represented on the 
Board.

This is consistent with the above suggestion that the 
technical director of LB, as well as all of his staff should have 
civil service status and be appointed within the staffing policy of 
all civil servants in the MOA.

Continuing with the policy and technical distinctions, the MOA 
representative to the Board could be the First Deputy Minister 
while the Director of LB could have status of the Executive 
Secretary to the Board. He would present the views of his 
organization from a technical perspective, but in an advisory 
capacity. He would not have a vote on the Board. It is important 
that the director not be subject to removal by the Board. Having 
the director subject to hiring and release by the Board could have



serious implications if the Board changed directors depending on 
the political makeup of the Board.

Paragraph 11.4: As-developed above the director of LB should be 
subject to the same hiring and dismissal procedures as all other 
civil servants operating at high levels of government. If this 
approach is adopted the line beginning with "labibas birojs 
direktora ieceleana.... can be removed.

Prepared by:

The Agribusiness Privatization Project 
February 8, 1993



DraftCF:22/3/93
Comments On 

National Grain Production Program

A. General Comments

The report is well prepared and provides the basis for 
understanding the Latvian grain program and implications of 
resource needs. However, the actual purpose of the report is not 
clear. Is it a research report or a statement of government 
policy? Who is the intended audience? Is the report designed to 
provide policy makers with options for making policy, or is it 
designed to actually state the government's policy and program?

If the report is to provide options to policy makers than the 
technique of providing high, medium and low variants is 
appropriate. It is suggested that grain needs under high, medium 
and low variants of animal production be calculated in addition to 
the options presented for human grain consumption needs. Existing 
estimates of grain needs for animal use range from 800,000 tons to 
over 1.7 million tons depending on assumptions used. The attached 
tables provides additional details.

If, however, the report is designed to describe official 
government policies and procedures then providing grain production 
and land use options and implications of each is not the most 
appropriate approach. Instead, the report would contain the option 
that government was actually using to develop its strategies and 
then justify the option chosen. In the final version this dilemma 
should be resolved. This conflict was not so noticeable in the 
first draft as the Latvijas Birojs and grain program production and 
marketing discussions were not included.

From the perspective of a research document, the present 
report does not adequately address the alternative policy or 
technical production options and their implications. From a 
western perspective the discussion of district quotas and 
guaranteed prices seem to indicate a continuation of the command 
economic system. Perhaps in the discussion of a guaranteed state 
price it could be suggested that this would be based in part on 
average production costs. Domestic market demand for livestock 
feeding could operate to let prices increase above this level.

Perhaps two papers should be written, one as a research report 
and the second as a policy information bulletin.

The research report would analyze the implications of 
production and marketing options under alternative human and animal 
consumption patterns. Analysis of fertilizer, seed, pesticide and 
other input costs can provide the basis for determining total 
production costs and estimating credit needs. In this regard, the



sections addressing these activities require additional detail and 
analysis.

The policy information bulletin would describe the actual 
government policies and strategies and justify the options chosen.

B. Specific Comments

page 4 Introduction;

The meaning of the phrase "to become part of the international 
labor division system is not clear". Is it needed?

page 4 Ob-jectives;

This is an important policy statement and should be clearly 
stated. Is the strategic goal to achieve 100 percent grain 
independence? If so, what is the target date for this? Or is the 
goal to obtain sufficient grain resources (from domestic and 
foreign sources) to enable Latvia to produce all its needed 
processed grain products? The two options are quite different and 
require different justifications and analytical approaches.

page 5 ;

In the fourth paragraph, including a large feed component as 
an afterthought to a discussion of human food needs does not give 
this sector the importance it deserves. It is suggested that the 
report provide three separate variants for the livestock production 
sector and estimate grain needs for each. (See discussion below.)

page 6 Grain Production and Management:

The alternative per hectare yields for grain are very high 
compared ^o actual yields realized during the 1980-1992 period. 
The highest yields obtained during this period were at the level 
calculated for the lowest variant in the report. The expected land 
area planted to grain in 1993 is not much greater than the highest 
plantings during the previous decade. Fertilizer prices are much 
higher now than they were during the 1980' s and credit is harder to 
acquire. This implies that fertilizer use will be less than in the 
1980s. If so, this suggests tha. the lowest variant calculated in 
the report mav be closer to the maximum that could be expected in 
1993.

The attached a set of tables summarizes performance during the 
1980s. It shows that year to year production variations from the 
average may be as high as 50 or 60 percent. Perhaps the 15 percent 
annual variation suggested in the report is too low.



page 1 Grain Production and Management:

The basis for determining animal feed requirements is not 
provided. It would be useful to provide an appendix table relating 
feed needs to various levels of animal production. The attached 
tables A1-A5 provide estimates of animal feed use derived from 
various donor and Latvian sources. Depending on feeding 
assumptions and the number of livestock in each category the amount 
of animal feed grain needed ranges from about 800,000 tons to over 
1.7 million tons. Latvijas Labiba milled only 500,000 tons of 
animal feed in 1992 and are forecasting 300,000 tons for 1993- A 
separate section discussing the options under which each of these 
outcomes occurs could strengthen the report by providing a useful 
starting point for determining actual grain needs. The data in 
attached tables A4, A6 and A7 are linked to the data in the 
analysis table 4. These tables are on my computer and you may use 
them if you want to calculate animal feed variants with them.

page 7 Grain Production Material Base:

Can additional detail be provided regarding the location of 
land reclamation works, the number of hectares in each location and 
what the LVR 40 million will actually accomplish?

page 8 Maintenance of Soil Fertility;

Detail concerning the amount of liming done over the past ten 
years and specific estimates of additional amounts needed to bring 
the land base in each region or district up to appropriate ph 
levels would improve the presentation.

page 8 Fertilization_and Plant Protection:

Additional detail concerning the type of fertilizer needed for 
different regions or districts would improve the discussion. (CF 
Note: Address fertilizer inconsistencies after discussing them with 
Boruks.) is the amount of fertilizer recommended actually 
available in Latvia? It is useful to include the cost in the 
discussion section.

page 8 Pesticide and herbicide use:

It would be useful to include types of pesticides and 
herbicides needed and estimated costs.

page 9 Fuel:

Beginning with this section the report introduces more 
specific policy and strategy discussion considerations. Are there 
any suggestions for creating a fuel supply fund? What is the 
actual purpose of such a fund?



page 10 Grain Farming Machinery and Equipment:

What is meant by the statement that the machinery industry- 
needs to be "put under full state control?" Does this mean that 
the state will own all the machinery? What is the regional 
machinery building program? Is there any strategy to expand 
private sector activity in machinery sales and services? When the 
report says that special attention shall be paid to maintenance of 
sowing machinery, harvesting, grain etc. what does this mean? 
While the section describes the problems faced by Latvia it does 
not address solutions very well.

pages 10-11 Selection and Seed farming:

Additional discussion of the seed development program would be 
useful. Does Latvia have a breeder seed production program? Who 
produces foundation and certified seed now? If foundation and 
certified seed is now produced here, how much is produced? What is 
the capacity for producing seed in Latvia?

Producing breeder seed is a complex process. It takes 10 
to 14 years tc produce a new variety. Growing foundation seed from 
breeder seed developed elsewhere is a more viable option for Latvia 
at this time. But close linkages with private sector seed 
companies and/or foreign state seed research institutes is 
required. Are plans made or being made to develop such linkages?

The discussion does not address how much certified seed is 
actually required and where it will come from in 1993. How much of 
the farmer's own seed will be planted in 1993? The high cost of 
foreign seed is mentioned, but alternatives to buying such seed for 
1993 are not discussed.

page 11 Grain Purchase:

The text indicates that 588 thous tons of grain for the 
reserve will be purchased in 1993- But, on page 6 it is indicated 
that only 160 thous tons will be purchased in 1993. Which is 
correct?

This section is basically a discussion of policy and strategy. 
It is advisable that this and the remaining discussion be placed 
under a separate section entitled "Grain Strategies for 1993". 
Ideally, however, this discussion and the discussion of grain 
quotas and tariffs should be put into a separate report.

In the discussion of grain purchased for the grain reserve and 
grain purchased for other uses, what is the difference between the 
"guaranteed purchase price" and "contract prices"? Will prevailing 
market prices determine the level of the contract prices? If not, 
what is the basis for setting contract prices?



The discussion of "elite" and first generation seed purchase 
is unclear. Why is a state reserve in seed grain required? Where 
will the seed be purchased?

page 12 Grain Purchase Price Formation Mechanism;

This discussion is rather confusing. It is the type of 
discussion that would be contained in a government law or 
regulation rather than a research report. The term "free market 
price" is introduced in this section. How does this differ from 
the concept of "contract price" used elsewhere? What is the basis 
for setting the "state guaranteed price"? Why should this be any 
different than the market price in the purchasing region? Perhaps 
the state guaranteed price could be based, in part, on average 
production costs plus a reasonable profit margin. Setting a 
minimum price at or near average production costs would encourage 
better producers to increase grain production while less efficient 
producers would be encouraged to decrease production. Import 
tariffs may be set at levels which would make grain imports from 
eastern sources viable at prices about 10 to 15 percent over the 
minimum. Western grain imported at concessionary prices could be 
sold at domestic market prices, but not below the minimum. Over 
time it is expected that domestic prices will approach (and maybe 
exceed) world prices. But, this will not occur in 1993.

It is advisable to place a discussion of imports in a section 
separate from that of domestic purchases. As a separate issue, why 
should the state cover transportation costs of getting farmers 
grain to the mill when purchases for the grain reserve are made? 
Scarce state funds can be put to better use than paying for 
transporting farmer's grain.

page 15 Short term loans:

This section may better be included as a part of a summary of 
the costs of attaining the alternative levels of grain. It could 
also discuss the cost of the government grain program.

The estimated needs of 220 thous tons of fertilizer is 
considerably different from the figures of 177 thous to 185 thous 
indicated on page 8 under the different variants. These 
discrepancies should be reconciled.

How large a loan is needed to enable elevators to purchase 
grain from farmers? The discussion does not clearly indicate 
whether this loan facility has already been granted.

page 15 Customs policy:

It is not clear why this discussion is included in the report. 
It would fit better in a policy document.



page 14 Protection of Domestic Grain Price:

This section can be improved by describing alternative ways by 
which the objective can be achieved. Alternatively, the actual 
approach to be used by government can be given.

page 14 Cooperation in Grain Production and Use:

It is not clear whether this section is a statement of policy 
or a statement of what is needed. If the former, additional 
discussion is needed to explain how the cooperation forms will be 
introduced. If it is a statement of what is needed, additional 
discussion of why the forms are needed and alternative ways to 
attain them is required.

page,14 Conclusions:

The conclusions provide useful summary statements. They are 
sufficiently important that they should be put in the front of the 
report as part of an executive summary. However, most are not 
statements of research conclusions, but a summary of policy goals.

Specific comments on these statements follows:

1. The suggested import needs are based on domestic production 
levels well in excess of those achieved during the 1980's. 
While higher yields may be obtainable in the near future it 
may be better to be more conservative in forecasting 1993 
domestic production levels.

2. The third conclusion statement seems to reflect a policy
statement of the government rather than a suggested list of 
support measures needed to develop a viable grain sector. Is 
this the intent? In fact, most of the policy measures 
recommended are not in place and many cannot be put in place 
in 1993-

3. Is it appropriate to export rye or should this be changed to 
"rye flour"?

4. Are credit policies actually in place or is this just desired?

6. 

7

What is meant by "preservation and improving local seed 
development"? More specifics are needed.

What does "farmer and other grain producer cooperation" mean?

As a separate item is there merit to indicating that market 
pricing will be used to determine the price balance between 
grain producers and grain users for animal feed9 Or that the 
market price can be the basis for setting contract prices 
between grain producers and buyers?
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Grain Production and Estimated Use. Latvia

Table 1 Hectares Planted
Crop

1965 1970 1980 1985 1986
Year 
1987

Thous Hectares
Winter wheat
Spring wheat 
Rye 
Oats
BaMey 
Triticale

Total

80.6
25.8 

277.3 
50.7

119.6

554

74.8
0.3 

108.8 
113.5
322.8

620.2

82.8
0.2 

111.1 
81.7

396.7

672.5

94.3
0.4 

100.7 
91.6

396.9

683.9

97
0.5 

107.3 
77.1

408.1

690

102.4
0.7 

82.1 
67.3

. 402

654.5

1988
Planted

104.7
0.2 

101.2 
65.5

352.5

624.1

1989

117.8
0.2 

128.7 
75.6

331.6

653.9

1990

140.7
0.8 

130.7 
82.4

306.6

661.2

1991

69.8
1.7 

69.2 
92.7

397.5 
2.6

633.5

1992

123
5 

129 
83

343
3

686

Table 2 Yield per Hectare
Crop

Winter wheat
Spring wheat
Rye
Oats
Barley

1965 1970 1980

1.6
0.0
1.2
1.2
1.1

1985

2
0
1
1
1

3
0
7
4
8

1986
Tons

2
0
2
2
2

per
.4
.0
.3
.0
.0

Year 
1987
hectare

2.9
0.0
2.3
2.2
2.3

1988

2.6
0.0
2.4
1.4
1.4

1989

3.1
0.0
2.6
2.0
2.1

1990

2.6
O.C
2.5
2.1
2.3

1991

2.7
2.5
2.1
1.9
1.9

1992
est

2.7
1.2
2.4
0.7
1.0

Table 3 Total Production
Crop 

1965 1970 1980

Winter wheat
Spring wheat 
Rye 
Oats
Barley

Total

129.9

129.2 
96.4

439.1

794.6

1985

217.1

169.8 
129.7
710.8

1227.4

1986
Year 
1987 1988

Production (thous tons) 
228.5 295.6 270.2

245.8 
151.9
802.2

1428.4

189.4 
151.1
906.7

1542.8

239.0 
89.7

500.2

1099.1

1989

360.0

3368 
149.3
700.3

1546.4

1990

370

323
176
692

1562

2

6
1
8

7

1991

185
4 

145 
177
761

1275

9
3 
8 
2
9

1

1992
est 

332.0
6.0 

309.0 
58.0

357.0

1062.0

Table 4 Ana'ysis
Crop Av prod 

80-92
Production 

Range 
Low High

Estmated 
Feed Milled 

Food on farm Feed

Needs* 

Seed Total
Thous tons

Winter wheat
Rye
Oats
Barley

Total

265
232
131
652

1280

5
0
0
3

9

129.9
129.2

58
357

674.1

370 2
336.8
177
906

1790

2
7

9

238
149
27
27

440

200
100
50

550

900

50
50

0
100

200

36
36
26

106

205

523
334
102
785

1745
* Estimates are 10 percent above calculated needs
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Grain Use Working Tables

Table A1 Feed needs by animal units (G24<western formulation)
Type

lavers
broilers*
Beef cattle
milk cows
pigs'*

total

number feeding 
rate/year

thous

3100
12573

322
238

1900

18133

kilos

36.40
3.08

433.00
600.00
400.00

percent 
grain

0.6895
0.6995
0.7505
0.7500
0.8500

kilos feed per 
required

wheat rye oats barley 
Thous tons

77.8
27.1

104.6
107.1
646.0

0.0 0.0 0.0 962.6

Total

77.8
27.1

104.6
107.1
646.0

962.6
•2.089.000 * 6 cycles **950.000 * 2 cycles

Table A2 Feed needs by animal units (G24 Latvian formulation)
Type

layers
broilers*
Beef cattle
milk cows
pigs"

total

number feeding 
rate/year

thous

4000
12534

430
351

1900

19215

kilos

36.00
3.36

365.00
547.50
650.00

percent 
grain

1 .0000
1 .0000
1 .0000
1 .0000
1 .0000

kilos feed per 
required

wheat rye oats barley
Thous tons

144.0
42.1

157.0
192.2

1235.0

0.0 0.0 0.0 1770.2

Total

144.0
42.1

157.0
192.2

1235.0

1770.2
•2.089.000 * 5 cycles **1,900,000 * one cycle

Table A4 Feed needs bv animal units (ALC formulation)
Type

layers 
broliers
beef cattle
milk cows
pigs

total

number

thous

2000 
3160

600
400
842

7002

feeding 
rate/day

0.1397 
0.0800
1 .3698
2.7397
2.0000

4.7397

percent 
grain

0.7850 
0.7750
0.8700
0.7500
C.7750

days 
on feed

250 
257
243
243
250

kilos feed per 
required

wheat rye cats 
Thous tons

0.0 0.0 0.0

barley

54.8 
50.4

173.8
199.7
326.3

804.9

Total

54.8 
50.4

173.8
199.7
326.3

804.9

Table A 5 Feed needs by animal units (Adjusted G24 Latvian formulation)
Type

layers 
broilers*
Beef cattle
milk ccws
pigs-*

Total

number

thous

2000 
7303

600
400
842

11150

feeding 
rate/year

kilos

36.00 
3.36

365.00
547.50
650.00

percent 
drain

1 .0000 
1 .0000
1 .0000
1 .0000
1 .0000

kilos feed per 
required

wheat rye oats 
Thous tons

0.0 0.0 0.0

barley

72.0 
24.6

219.0
219.0
547.3

1081.9

Total

72.0 
24.6

219.0
219.0
547.3

1081.9
•1.044.500* 7 cycles
••842.000 * ens cvcle
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Table A 7 Human Consumption
Crop

winter wheat
rye
oats
barley

Total

Rate per 
capita
kgs

60
50

9
9

148

Pop­ 
ulation
thous

2.7
2.7
2.7
2.7

10.8

Total

thous tons
216
135

24.3
24.3

399.6

Table A8 Seed Use
Crop

winter wheat
rye
oats
barley

tots)

Rate per 
hectare

tons
0.25
0.25
0.26
0.28

No. of 
hectares

thous
130
130
90

350

700

Total

thous tons
32.5
32.5
23.4

98

186.4



Revised draft 29 April 1993

DISCUSSION PAPER
ON 

FARM PROGRAMS

The purpose of this paper is to introduce for discussion purposes 
options for a potential farm program that could be effective in 
accomplishing government objectives. The paper does not provide a 
firm recommendation on a particular program since a multitude of 
implications must be considered before a final decision can be 
made.

Background

In the past, farm prices in the former Soviet Union were set by a 
central authority responsible for guaranteeing that the farmer 
received a price based on the cost of production. With recent 
changes this may no longer be the way market prices are determined. 
The actual income received by the farmer may be derived from a 
combination of the competitive market and government programs 
designed to support agriculture and assure adequate production of 
important farm commodities.

The Program

The options for a farm program discussed in this paper are aimed at 
assuring the farmer of a level of income consistent with government 
objectives on production levels while allowing the realities of 
competitive market factors to operate, thus enabling the farmer to 
respond to supply and demand factors.

The components of the program are in many ways similar to the 
current U.S. farm program instituted in 1990. That program has as 
its basic objective to:

a. minimize government expenditures for produced crops,
b. help maintain farm income,
c. encourage the farmer to produce for the demands of the

market 
d. enable the government to influence crop production.

Participation in any farm program should be decided by individual 
farmers on a voluntary basis each year. The government would set 
certain requirements which the farmer must comply with to be 
eligible for the program benefits. This includes, in the U.S. such 
things as the types of crops that can be planted and acreage 
planting requirements. After considering the impacts of the 
governments compliance requirements on his farming operations, the 
farmer has the option of participating or not participating in the



program. If he elects not to participate, he is not eligible for 
any of the program benefits and must rely completely on the market 
for his total income. Farmers in the U.S. participate to a high 
degree since the incentives of the program are quite attractive. 
This high participation level enables the government to effectively 
manage the production of various crops by "voluntary" participation 
programs.

The U.S. farm program consists of three basic components that could 
be implemented in Latvia separately or in combination. The first 
part of the program is designed to ensure that the farmer has money 
in his hands at harvest time regardless of whether he sells his 
crop at that time or holds on to it in the hope of obtaining a 
higher sales price later in the season. Under the loan part of the 
program the government guarantees to lend money to the farmer at 
harvest time using the farmer's grain as collateral. When the loan 
is made the grain must be delivered into a government registered 
public elevator to ensure that the quality and quantity of the 
grain is maintained. If the farmer subsequently sells the grain on 
the open market he uses the proceeds of the sale to repay the loan.

The loans are normally set to mature six to nine months following 
the harvest so that the farmer has ample time to make a decision 
regarding the marketing of his crop. The farmer has the option of 
taking a loan out at any time during that period and still 
receiving the full loan rate. In Latvia the loan could be provided 
directly by the government or through a financial intermediary such 
as the Agricultural Finance Corporation that the World Bank and 
government are currently proposing to establish.

Another aspect of the loan program as it is operated in the U.S. is 
the use of an announced "loan rate". This provides a floor to the 
price which the farmer will be paid for his grain. It therefore 
provides a safety net for the farmer should the price of grain on 
the free market fall to very low levels. At the beginning of each 
season the government announces the loan rate. This is the price 
that the government guarantees it will loan money to the farmer for 
the upcoming crop. Further, even if the market price of grain 
falls below the loan rate, the government guarantees that it will 
allow the farmer to meet his loan obligations by simply forfeiting 
his grain to the government when the loan matures. Thus, 
regardless of what happens to the market price of grain, the farmer 
is guaranteed to receive at le;>ct the loan rate for his grain. 
However, at any time the farmer has the option of making a higher 
return by selling his grain on the free market should the market 
price for grain be above the loan rate. Under such a scheme the 
government must have money in its budget to meet the cost of 
"purchasing" the grain which may be forfeited to it should the 
market price of grain fall below the target price.

The third aspect of the farm program as operated in the U.S. is the 
use of deficiency payments. Those payments provide more general 
support to farmer incomes to bring them up to a level that the 
government considers reasonable should market prices for grain be



low. Concurrent with the loan rate a "target price" is announced. 
Should the average market price for grain in the first five or six 
months after harvest b?? below the target price then farmers receive 
a deficiency payment. This payment is the difference between the 
target price and the average market price. Should the average 
market price fall below even the loan rate then the deficiency 
payment is limited to the difference between the loan rate and the 
target price. Again, with this part of the program the government 
must provide money in the budget to cover the deficiency payments.

Taking the three aspects of the program as a whole, the level of 
the government supported loan rates and target prices sends a clear 
signal to the farmer indicating his best alternatives for the use 
of his land. After deciding whether to participate in the program 
or not, he responds by planting crops that are expected to result 
in the highest return per hectare. This assures the government 
that, subject to the vagaries of weather, desired production goals 
will be met.

A farm program based on the above components can assure a level of 
farmer income consistent with government objectives while 
permitting prices to reflect the realities of competitive market 
factors. The farmer can then respond in his choice of crops to 
these prices and the relevant supply and demand factors.

There can be a large number of variations to the program as 
outlined that can be used to accomplish desired government 
objectives. Since there is an almost endless number of examples of 
how a program would actually work, given certain assumptions, the 
attachment provides two examples that could be considered 
"typical".

This paper is prepared for dir.cussion purposes and should be 
considered a conceptual idea of how a viable farm program might 
achieve desired objectives. A much more detailed analysis of 
ramifications, mechanics and impact would be necessary if there is 
an interest in further investigation



DEFINITIONS 

LOAN RATE

"Loan Rate" is the price at which the government or other lender 
will provide a loan to farmers to enable them to hold their crops 
for sale at some later date.

NONRECOURSE LOAN

The lender has no recourse but to take the crop as full repayment 
of the loan if the farmer so desires   no matter how far the 
market price may have fallen.

TARGET PRICE

Price at which the government is desirous that the farmer receive 
for their production.

MAXIMUM DEFICIENCY PAYMENT

Target Price minus announced Loan Rate

ACTUAL DEFICIENCY PAYMENT

Target Price minus the higher of Loan Rate and actual market price 
average for a given period of time

MARKET PRICE

The price at which a commodity is trading in a "free" and 
competitive market.



SAMPLE FARM PROGRAM PARTICIPATION

FARMER INCOME

Assumptions
Target Price
Loan Rate
Loan maturity date
Monthly charges

( storage-interest )
Average market price

(5 months)
Market Price (harvest)
Market Price Oct 31
Market price Dec 31

20000 LR
10000 LR
March 31

400 LR

16000 LR
11000 LR
18000 LR
17000 LR

EXAMPLE

Farmer takes loan on August 31

Farmer redeems loan on October 31 
(2 months charges—400/ month)

Farmer sells grain on October 31 at

Farmer receives deficiency payment—January 
(20000-16000)

"Net" returns to farmer from transactions

10000 IR

10800 LR 

18000 LR

4000 LR 

21200 LR

EXAMPLE

Farmer takes loan on August 31

Farmer redeems loan on December 31 
(4 months charges 400/ month)

Farmer sells grain on December 31

Farmer receives deficiency payment January 
(20000-16000)

"Net" returns to farmer from transactions

10000 LR

11600 LR 

17000 LR

4000 LR 

1S400 LR



Status Report on Latvian State Feed Mills
April 1993

The Latvian state feed milling plants formerly associated 
with the concern Latvijas Labiba experienced a major decline in 
demand over the past twelve months. During the first quarter of 
1993 the eleven state managed plants produced 57,132 tons of 
mixed animal feed. This compares to 202,972 tons produced in the 
first quarter of 1992 and represents a decline of more than 70 
percent over the twelve month period.

The total monthly milling capacity of all state managed 
plants is about 1°5,000 tons. The actual amount of feed milled 
in April 1993 was about 7500 tons or about 6 percent of total 
capacity. Production declined even further in May.

Most feed mills are heavily in debt to the Bank of Latvia 
and the Government of Latvia. Monthly payments to service this 
debt are the greatest single cost item for most plants. Most 
debt was acquired during the 1992 harvest season when the GOL 
required mills to take loans from the Bank of Latvia in order to 
pay for grain purchased from farmers. Farmers received R15,000 
per ton last autumn for feed grain sold to the mills. The 
current market price for feed grain has declined about 30 percent 
to an average of RIO, 500 per ton.

Interest charges on BOL debt was as high as 120 percent per 
year, but in most cases has been reduced to 65 to 85 percent. 
For the industry as a whole, April debt servicing costs just 
about equaled the total value of feed sold during the month. As 
expected, many plants are now in arrears on paying monthly 
interest costs on outstanding loans. Total outstanding debt to 
the BOL and the GOL was about 17 times the actual value of April 
sales. In addition, plants in the industry owed money to input 
suppliers and for grain purchased from other mills. This debt 
amounts to almost six times actual sales in April. However, most 
mills have paid off their outstanding debts to farmers.

Although plants were owed about seven times their April 
sales from purchases by farmers and other purchasers of grain and 
feed, more than 80 percent has been on the books for more than 6 
months and is therefore probably not recoverable. Thus, any 
repayment of existing debt must come from future sales. But 
sales are expected to continue to decline during most of 1992.

All but three plants had sales in excess of production 
costs, excluding debt servicing and depreciation charges. The 
figures suggest that most plants can continue to cover basic 
production costs as long as monthly milling and sales are above 
.15 percent of single shift capacity.



Implications
*

1. The precarious financial position of most state managed feed 
mills requires immediate attention by the Government of 
Latvia and the Bank of Latvia. Most plants will be forced 
to shut down within the next 3 months if they are expected 
to continue to service the debts held by the BOL and the GOL 
at current interest rates.

2. Government should urgently review all options to rapidly
privatize state managed feed mills, including arrangements 
to lease with an option to buy. To speed up the process of 
transferring ownership and management to the private sector, 
government should not make additional investments or conduct 
any restructuring of existing plants.

Prepared by:

Agribusiness Privatization Project

May 28, 1993

Conrad Fritsch
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Outstanding Debt and Accounts Receivable, State Bakeries. March 18. 1993

Bakery Accounts ! Accounts Bank
Receivable payable '9an.s

milUS$ milUSS

Total
debt

milUSS

Net

Daugavpils Maiznieks
lAi/%fibMfiO:' niJl^tYftijS^O '• •' •V***M%I *W''V<f*W« **V\O • •• •••

Ventspils Mai.-nieks

Liepajas Maiznieks
Bairi 
Abra

0.154. 0.031 0.123 0.154, 0.000mm^Mtw^saiii^
0.015'! 0.012 0.012ii 0.004 

0.01 3 ,j 0.031 0-93.V!

0.088:; 0.112 0.046 0.158 1 ; -0.069
IPiliii^iil^^^

Total 1.363:i 1.381 0.223 1.604JJ -0.241

Conversbn rate: US$1 = 130 LVR
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3. GRAIN SECTOR
ON LATVIJUS LABIBA

«'. On Restructuring Latvijus Labiba

Comments on The Charter of Latvijus Valsts Labiba Birojs



On Restructuring Latvijas Labibas 

Preamble

Whereas:

The grain industry is essential to the economy of Latvia, 

and Whereas:

Bread and bread products are now the most important consumer 
food items in the Republic of Latvia.

and Whereas:

The supply of bread and other grain products to consumers must 
not be interrupted.

Therefore:

It is essential that the liquidation of the concern "Latvijas 
Labibas" and all its rights and responsibilities;

and the transfer, to the private sector, of all state owned 
grain storage, milling, -baking and other production and 
marketing enterprises now associated with the concern 
"Latvijas Labibas";

be accomplished in such a way that these vital food supplies 
are not interrupted.

It is hereby ordered:

1. The cessation, as of December 31, 1992, of all operations of 
"Latvijas Labibas" as a profit making concern, as directed by 
the Decree of the Council of Ministers of the Republic of 
Latvia "On the Situation in Bread and Other Grain Product 
Supplies", dated November 9, 1992.

2. The transfer, as of January 1, 1993, of all employees
associated with the concern "Latvijas Labibas" to the control 
of the Minister of Agriculture of the Republic of Latvia.

3. The creation, as of January 1, 1993, according to the Law "On 
State Enterprises" and under the control of the Minister of 
Agriculture, the temporary state organization "Latvijas 
Birojs".

A. The creation, as of January 1, 1993, according to the Law "On 
State Enterprises" and under the control of the Minister of 
Agriculture, the temporary state organization, "Latvijas 
Dzirnavas".



5. The preparation, by March 1, 1993/ by the Ministry of 
Agriculture of the Republic of Latvia, of:

a. documentation setting out permanent rights and
responsibilities for the state organizations, "Latvijas 
Birojs" and "Latvijas Dzirnavas";

b. procedures, in detail, to accomplish the orderly
restructuring and transfer to the private sector of all 
state owned grain storage, milling, baking and other 
production and marketing enterprises now associated with 
the concern "Latvijas Labibas";

c. a draft Law "On Restructuring and Privatizing the State 
Grain Industry" for enactment by the Supreme Council of 
the Republic of Latvia, which shall:

i. set out the full functions, rights and
responsibilities of the state organizations 
"Latvijas Birojs" and "Latvijas Dzirnavas";

ii. set out the form and manner for the orderly
restructuring and transfer to the private sector of 
all state owned grain storage, milling, baking and 
other production and marketing enterprises now 
associated with the concern "Latvijas Labibas";

d. a draft Law "On the Formation of "Latvijas Birojs" for 
enactment by the Supreme Council of the Republic of 
Latvia which shall provide for the liquidation of the 
concern "Latvijas Labibas" and the creation of the 
permanent state agency "Latvijas Birojs".

And further:

6. The temporary firm, "Latvijas Birojs" shall assume all 
authorities and responsibilities formerly vested in the 
concern "Latvijas Labibas" that relate to:

a. implementation and management of the grain policies of
the Government of the Republic of Latvia 

b. regulating and managing state trade in foreign and
domestic grain supplies; 

c. determining the size of and maintaining the state
strategic grain reserve; 

d. gathering and preparation of statistics on the supply of
grain and grain products; 

e. conducting analysis for the state pertaining to grain and
grain products;

f. setting tariffs and levies on grain and grain products; 
g. inspection of state grain storage facilities; and 
h. other similar activities assigned to it by the Minister
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of Agriculture

"Latvijas Dzirnavas" shall assume ownership, in the name of 
the Republic of Latvia, of the physical assets associated with 
all state owned grain storage, milling, baking and other 
production and marketing enterprises now associated with the 
concern "Latvijas Labibas". In this role it shall make and 
enforce the operating policies, appoint and dismiss directors, 
and have the right to inspect the accounts and other 
transactions of each company until such time as their assets 
are transferred to the private sector. But, day to day 
operational management shall, in all cases, remain with the 
directors of each individual enterprise.

"Latvijas Dzirnavas" shall manage the process of restructuring 
and transferring to the private sector, physical assets 
associated with all state owned grain storage, milling, baking 
and other production and marketing enterprises now associated 
with the concern "Latvijas Labibas".

It is the intention of this order that the organization 
"Latvijas Birojs" shall become a permanent agency of the 
Government of the Republic of Latvia with full rights and 
responsibilities to implement and manage the grain polices of 
the Government of the Republic of Latvia.

It is the intention of this order that the organization 
"Latvijas Dzirnavas" shall cease to exist when all state owned 
grain storage, milling, baking and other production and 
marketing enterprises now associated with the concern 
"Latvijas Labibas" have been restructured and privatized 
according the Law "On Restructuring and Privatizing the State 
Grain Industry" .

This order shall remain in effect until such time as the 
Supreme Council of The Republic of Latvia enacts the Law "On 
Restructuring and Privatizing the State Grain Industry" and 
the Law "On the Formation of "Latvijas Birojs".

This document was prepared by the Agribusiness 
Privatization Project. Telephone: 32041? 
Riga, 'December 18, 1992

Conrad Fritsch Nils Melngailis



Draft: 25/1/93
Discussion Paper

Restructuring and Privatizing Latvijas Labiba 
Guidelines for Implementation

1 Basis for Action

1.1 These implementation guidelines are based on requirements
contained in Decree No. 4?1 (Nov. 9, 1992) of the Council of 
Ministers, "On the Situation in Bread and other Grain 
Product Supply"; Article 14, "Information on Implementation 
of Council of Ministers November 20 Resolution No. 485" by 
the Council of Ministers; and Order No. 326 (Dec. 12, 1992) 
"On the Liquidation of the Concern Latvijas Labiba" of the 
Ministry of Agriculture".

1.2 The above referenced documents refer to the dissolution of
Latvijas labiba and subsequent required actions dealing with 
the formation of alternative new structures and with issues 
regarding privatization of the commercial enterprises now 
making up the concern Latvijas labiba.

2 Actions Required to Restructure and Privatize Latvijas 
labiba

2.1 Actions required by the referenced documentation:

2.11 Submit draft legislation on "Grain Market and On Grain 
Processing Enterprise Privatization" to the Council of 
Ministers by February 1, 1993. (Article 14)

2.12 Establish Latvijas birojs (LB) by February 1, 1993. (Article
14J

2.13 Make arrangements for grain processing state enterprise 
privatization by March 1, 1993. (Article 14)

2.14 Organize Latvijas dzirnavas (LD) by March 1, 1993 (Article
14)

2.2 Other required actions to accomplish the intent of the 
referenced documents:

2.21 Prepare and submit: to the Council of Ministers a proposed 
government producer grain program by June 15 for 
implementation starting with the 1993 harvest and continuing 
until the 1994 harvest.

2.22 Prepare and submit a detailed privatization plan to the 
council of Ministers by July 1, 1993-



3 Draft Legislation On Grain Market Operation and On Grain 
Processing Enterprise Privatization

3.1 Given the short time frame this requirement is best covered 
by legislation giving some general provisions regarding:

4.1

4.2

4 .

a. 
b. 
c. 
d.

principles guiding grain market operations (section 4); 
general r^le and function of LB (subsection 5.1); 
general role and function of LD (subsection 5.2); 
authorization to complete activities outlined in 2.21 
and 2.22 above.

Draft Legislation on Grain Market Operation

The legislation would authorize functioning of a market 
based grain trading system. It is important that the law 
prohibit existing price fixing in grain and grain products 
pricing.

LB and the LD holding company (paragraph 5.23) would be 
prohibited from commercial grain trading and processing 
functions. This will reinforce government policy aimed at 
setting up a market based price and trading system.

Managers of corporatized commercial enterprises (paragraph 
5.22) would have responsibility for buying grain (including 
imports) and selling products produced within policies set 
by government. This will encourage competitive behavior 
among enterprise managers and other processors and handlers 
of grain and grain products.

LB would be responsible for managing strategic reserves and 
concessionary grain stocks for the government.

5 Draft Legislation On Grain Processing Enterprise 
Privatization

5.1 The role and functions of LB.

5.11 Documents referenced in 1. 1 implicitly restrict LB from 
engaging in any commercial activity. This should be 
explicitly stated in the draft enabling legislation.

5.12 The general functions of LB include applied research (which 
may be contracted out), quality testing and control for the 
industry and administration of appropriate farm programs 
affecting the farmers and the grain industry. More 
specifically LB functions include:

a. supervising warehouse grain stocks (Jboth quantity and 
quality) if government owned (or under government 
program). LB ensures that all government program



grain adheres to proper quality standards and 
administers all disposition of these grain stocks;

b. administering grain inspection service including
setting and maintaining commercial grading standards;

c. maintaining an economic analysis department charged 
with but not limited to providing supply/demand 
projections, grain situation and outlook reports and 
other important data critical to setting grain policies 
affecting farmers and processors;

d. administering strategic reserve policies as set by law 
or the MOA;

e. administering quota or tariff policies as set by law or 
the MOA;

f. administering farm programs as set by law or MOA (see 
subsection 6.5);

g. administering consumer level subsidy programs as set by 
law or MOA; and

h. administering government laws and regulations
prohibiting price fixing among commercial enterprises 
operating in the grain industry (until general 
legislation and enforcement capability is available).

5.13 LB activities would be funded from the general MOA budget or 
from a user fee.

p. 2 The Rcle and Functions of LD

5.21 LD would consist of all existing commercial enterprises 
organized within LL.

now

5-22 The enabling legislation would specify that, during phase I, 
each would be transformed into a joint stock corporate 
entity (corporatized or commercialized). In phase II 
ownership is transferred to the private sector.

5.23 Shares in the corporatized enterprises would be held by a
holding company in the name of the Latvian government. The 
holding company would be composed of a Managing Director and 
a Board of Directors including local and foreign commercial 
experts on grain trading, grain processing (for human and 
animal consumption) and bakery production. The board would 
be responsible to the Minister of Agriculture.

5.24 The MD of the holding company should ideally be a Latvian 
language speaker with extensive commercial management 
experience in a market economy, preferably in the grain 
industry. His salary could be paid by a donor organization. 
A small technical staff would carry out the work of the 
holding company. Donor funds can also be solicited to ccver 
salaries of local and expatriate technical staff and general 
administration.



5.25 The holding company would have a limited life -- existing 
only until all commercial enterprises have been privatized. 
It is suggested that the privatization process be completed 
no later than December 1996.

5.26 The holding company would have no commercial trading 
activities. Its functions could include:

a. setting and enforcing general commercial operating
policies of corporatized enterprises; 

b. hiring and dismissing managers of corporatized
enterprises; 

c. providing management advice and training to
corporatized enterprise; 

d. developing and implementing strategies to address the
problem of existing debt loads of corporatized
enterprises; 

e. monitoring all commercial enterprises organized within
LD, eg early identification of substandard commercial
performance by the staff who provide recommendations to
the Board of Directors to remedy the problem; 

f. conducting or have conducted annual audits of
corporatized enterprises; 

g. conducting industry analysis, recommending
restructuring of corporatized enterprises in
appropriate economic groupings and completing other
preparatory work before offering them for private
sector sale; 

h. negotiating sale of corporatized enterprises to private
sector owners (the final decision to sell rests with
the MOA);

i. preparation of the privatization plan; 
j. implementation of the privatization plan.

5.2? All corporatized enterprises would be expected to operate in 
a market economy and price fixing as now practiced by LL 
should be prohibited by law. In the absence of national 
laws this should be part of the commercial operating policy 
of the LD holding company. (Such prohibition could also be 
included in the grain market law which would be superseded 
when a general commercial law against price fixing is 
passed.)

5.28 Managers of each corporatized enterprise would be
responsible for all management decisions such as grain 
buying (including commercial imports), grain milling and 
setting prices for products produced, and personnel hiring 
and dismissal. Each enterprise would be subject to review 
by LD.



6 Preparing a Government Grain Program

6.1 A farmer grain program to guide payments to farmers in 1993 
is perhaps one of the key political issues of the MOA 
planning process. In the short run it is more important 
than developing and implementing a plan to privatize 
enterprises previously corporatized under phase I of the 
privatization process. It is suggested that the MOA 
complete preparation of a draft program by June 15 and must 
be ready for implementation prior to the 1993 harvest.

6.2 The policy issues to be decided before farmer grain sales
occur include price support level, if any, import and export 
controls, if any, sale or other means of disposal of 
concessionary grain stocks, elimination of grain price 
equalization across the country, eg should government 
continue to subsidize transportation?

6.3 A major concern of the Latvian government today, as it
affects grain policy, is that existing payment mechanisms 
are being dismantled and new institutions have yet to be 
established. The situation is aggravated this year because 
of the upcoming election, heavy debt loads carried by grain 
mills, lack of implementation modalities, consumer concerns 
brought about by low purchasing power, and an ever mounting 
number of proponents and opponents as the program is fleshed 
out.

6.4 In western market based economic systems funds can be easily 
borrowed using basic grain and grain flour as security. 
This is because such inventories can be easily converted to 
cash. For example, Moodys and Standard and Poors do not 
include, as normal debt in their analysis of corporate 
credit ratings, short t^rm borrowings backed by grain and 
grain flour inventories.

6.41 However, a key to securing short term capital for financing 
inventories is the proper regulatory controls to assure 
quantity (eliminate theft) and quality (eliminate spoilage) 
of these inventories. (We have been told that systems are 
in place -- or can quickly be put in place -- to provide 
this needed regulatory control.)

6.^2 Such a control system will give a lending agency the
necessary assurances that will minimize -- or to a great 
degree -- eliminate their risk.

6.43 Currently, local banking institutions are not in place to 
provide this credit. Therefore, in the short term a 
mechanism must be found. It is possible that an institution 
such as the World Bank or the IMF could supply such short 
term credit. Counterpart ruble funds from the sale of
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concessionary grain imports may also be available for this 
purpose.

6.44 Given a source of funds, there are many ways to transfer
this money to farmers and virtually assure repayment of the 
loan.

6.5 In a move to a market system of grain trading a farm program 
similar to that in the U.S. would support a credit program 
based on collateralized grain. Such a program would:

a. supply the farmer with money at harvest;
b. limit the risk of exposure to loss from non-

collateralized loans, and 
c. implement "free market" trading principles.

The program could al^o be used, if desired, to support 
farmer income, by subsidy, to a level set by Parliament.

6.51 The essence of the U.S farm grain program is that the
government provides a minimum guaranteed price at which 
farmers can receive a loan secured by his own grain. Thus, 
a farmer can obtain cash at harvest without committing the 
crop for sale at a time when market prices are expected to 
be the lowest.

6.52 Within a certain time period the farmer can opt to sell the 
grain at the prevailing market price, pay off the loan plus 
charges and keep the difference. Or he can forfeit the 
grain directly to the government at the guaranteed loan 
price.

6.53 The loan price is usually set below the expected market
price. Often it is set according to some percentage below 
average production costs. In this way efficient farmers are 
encouraged to continue production while inefficient ones are 
encouraged to reallocate resources.

6.54 in practice, some governments use target pricing to provide 
subsidies above or below expected or prevailing market 
prices. The target is set higher where additional 
production is desired (wheat for example), and below 
expected or prevailing market prices for commodities which 
are in surplus (rye for example). When the target is above 
the prevailing market, price the government makes up the 
difference as a subsidy.

7 Prepare a Detailed Privatization Plan

7.1 The LD holding company would be responsible for developing 
and implementing the privatization plan. It is suggested 
that the plan be completed by July 1 for review by the 
Council of Ministers.
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7.2 It is essential that the farm policy and market trading 
environment be established for the industry before actual 
privatization of corporatized enterprises occurs.

7.3 Businesses must know the rules under which they are
operating before investing their own funds to purchase the 
assets. Foreign owners are unlikely to consider investing 
unless business policies are well established.

7.4 The privatization plan would address the following:

a. recommended groupings of LD subsidiaries that could be 
sold together to make up a commercially viable unit;

b. method of sale ranging from sale of shares in an 
enterprise using a tender process to transferring 
assets at no charge to producer cooperatives;

c. recommended timing of sales -- it is likely that the 
plan would recommend earlier sale in subsectors where 
there is already competition (bakeries), and defer 
sales in areas where it is limited (flour milling).

d. preferentially targeted buyers;
e. special terms of sale, eg discounts, deferred payments 

etc;
f. formation and responsibilities of privatization 

commissions, if any;
g. responsibilities of the LD holding company in the 

privatization process; and
h. management training plan and implementation modalities



Comments on The Draft Law 22/2/93 
On The Latvian Grain Market and state Grain Reserve

While the objective of the law is clearly stated, translation 
may have resulted in a misinterpretation. As we read the proposed 
law, the objective is to promote the fulfillment of Latvia's 
domestic grain requirements through a law creating the 
preconditions for the formation of a Latvian grain market. Even 
though it is implied throughout the document that the intent of the 
law is also to support the establishment of a competitive grain 
market, we suggest that this objective be stated in Article 1—— 
Goals of the Law.

In general, we agree with the basic thrust of the law. 
However, there are certain aspects of the draft law that require 
clarification or modification. These are addressed below.

Terms in the Law

Latvian Grain Market;

We would exclude from the list the reference to bread 
producers, sellers and consumers. A case could be made to include 
the bakers in this list. But, in our opinion, the bread sellers 
and consumers are too far removed from the basic grain activities 
to be considered an integral part of the industry. Additionally, 
we would add to the list, other participants in the grain marketing 
system including merchandisers, traders and brokers. Including 
them acknowledges an acceptance of their function of providing an 
important service within the industry.

Paragraph 3:

We suggest using the words "supply/demand" rather than 
"production/consumption". This makes the concepts consistent with 
"normal" industry practices. It is also a more accurate 
description of the figures contained in a grain balance sheet.

Article 2

Paragraph 2.3;

We suggest that it is more appropriate to use words to the 
effect that the state "influences the supply/demand balance" rather 
than "influences the grain market" by using the state grain 
reserve. This connotation is much more acceptable than the latter 
phrasing and will be more consistent with our later proposal to 
define when reserve stocks can be used. (Article 13)

We would omit the reference tc "state production and 
consumption balance". The reference to "state control over foreign



trade" is unclear. We would omit from this list the reference to 
the state grain inspection for quality as it is not done 
specifically to influence the grain market.

.Article 3

Paragraph 3.1;

Change the words "regulate state grain market" to "administer 
state grain policies".

Paragraph 3.2;

We recommend that approval of balance-sheet recommendations be 
delayed until December 1 to enable proper analysis of recently 
completed harvests both in Latvia and other areas impacting on the 
Latvian grain situation. All analysis should be done on a crop year 
basis—i.e. June to May or July to June, etc.

Article 4

The title of this article could be better stated so that it 
doesn't infer that the grain markets are being 
control led/influenced by a government agency. We suggest the 
words "in influencing Latvia. 1 s grain market" be deleted.

Paragraph 4.2;

We would restate this paragraph heading to read as follows: 
"To best ensure the proper balance between supply and demand, the 
Latvia State "Labibas Birojs" carries out the following:"

Paragraph 4.2.1;

Change the opening word "determines" to "estimates". 

Paragraph 4.2.3;

Change the words "regulates foreign trade" to "regulates 
imports/exports".

Article 5

We have strong reservations about giving the "Labibas Birojs" 
Council authority for direct control over the management of 
"Labibas Birojs" and its functions. Clearly, this type of 
structure would move "LB" into the political arena rather than the 
intended regulatory and service functions. "Labibas Birojs" should 
be an activity of the MOA and report accordingly. If the 
government desires input from the various representatives mentioned 
in the draft, (primarily for purposes of policy development) that 
certainly can be accomplished through an advisory board. But such



an advisory board should not have management control over the 
agency. Additionally, the reporting relationship provided in this 
draft will make it very difficult, if not impossible, for "LB" to 
function as intended.

The expected functions of "LB" highlight the difficulty in 
achieving a functioning organization with the Council as structured 
in the current draft. "LB" should be outside the influence of 
politics to the greatest extent possible. The present structure 
will lead to a very politicized organization.

Article 7

The dates for preparing the balance sheet, as indicated in 
this Article, may be a little premature. We suggest they be moved 
one month later. The reference to "minimal price for grain sale 
guaranteed" is unclear. If it is referring to the structure of a 
basic farm program, we have a strong recommendation and will 
prepare this as a separate recommendation.

Article 8

Paragraph 8.2;

The intent of this paragraph is not clear. Is the form 
required for each transaction or is it to provide general 
information about individual grain traders or to ensure that duties 
have been paid? If a form is required for each transaction a great 
deal of paperwork will be required which will distract from the 
development of market trading.

Paragraph 8.5;

From extensive experience we have learned that grain 
transaction fees of the type required by this paragraph have the 
effect of inhibiting trade and will clearly reduce the price 
received by the farmer. This tax will bfe a detriment to the 
establishment of a competitive grain market environment. Under 
competitive market conditions grain may be bought and sold many 
times before it is finally used. As an alternative, if this tax is 
an absolute requirement, we suggest an end user tax which won.Id be 
added at the time the grain is processed. This means it would 
usually be collected from the flour or feed mill. Such a levy is 
administratively easier to collect that a levy imposed on grain 
traders.

Article 9

Paragraph 9.3;

The purpose and meaning of this Article is unclear.



Article 10

We suggest that the title for this article be simplified to 
read: "General Regulations for Foreign Trade". There is no need 
for the reference to "in grain and price regulation".

Paragraph 10.2:

We suggest that the last sentence of this paragraph be 
reworded: "Certificates issued shall be consistent with 
International Grain Standards".

Article 11

Paragraph 11.1-4;

The regional regulation of grain production as stated in this 
article will promote subsidized inefficient production, and is 
expensive and counterproductive to the development of a viable farm 
economy. If short term income supplements are needed in certain 
regions to overcome income declines from loss of traditional 
markets this should be addressed under farm program legislation and 
not under the enabling legislation which sets up a competitive 
grain market.

.Article 12

Paragraph 12.1;

We suggest that an exact amount for a state grain reserve 
target not be stated in the law but instead be set on a yearly 
basis. If there is a need to provide guidelines in the law these 
can be stated as percentages of annual grain needs.

Article 13

Paragraph 13.1;

Reword this paragraph to read: "The State Grain Reserve is 
used to insure a minimum supply of grain stocks to assure adequate 
domestic supplies".

Paragraph 13.2-3;

The rules set out in this1 paragraph for buying and selling 
state reserve grain will encourage "LB" to become an active grain 
trader rather than carry out market regulatory and service 
functions. In this regard, there is an important principle to be 
considered in conjunction with the establishment of prices as they 
apply to the grain reserves.



Commodity markets operate at their best when all participants 
know " the rules of the game". Therefore, we strongly recommend 
that the law require the government to set minimum and maximum 
prices for state grain reserve transactions early in the calendar 
year for the upcoming harvest. This will enable the market to 
function within these predetermined limits and will facilitate the 
development of an active grain market. It will tend to act in a 
way that will keep market prices within the ranges set before the 
start of the season. We feel this is a very important principle in 
the proper functioning of a competitive market and strongly 
recommend it be considered.

While the actual level at which these prices are set is 
determined on a yearly basis, the law should stipulate that a 
maximum price will be set at which the government may agree to 
purchase stocks to build up reserves. In a like manner, there 
should be a minimum price at which the government will consider 
selling stocks from the reserve. In practice the process could 
work as follows:

Suppose the government wanted the wheat market to operate 
between the range of LVR 12,000/ton and LVR 19,000/ton for the 
1993-94 marketing season. Then they would set the minimum price at 
which they would consider selling grain from the reserve at LVR 
19,000 and the maximum price, at which they could consider buying 
grain for the reserve at LVR 12,000/ton. In between these prices 
they would not enter the market. Thus, if wheat supplies were in 
short supply and prices reached LVR 19,000 stocks would be sold 
from the reserve in order to increase supply and potentially reduce 
prices below LVR 19,000.

At the other extreme, if the market was in surplus and prices 
were pushed down to LVR 12,000, government could buy stocks to 
replenish the reserve, reduce the market supply and potentially 
move prices higher.

The above approach enables farmers and traders to operate in 
the market within known price parameters. At the same time, 
government should be able to buy grain when prices are low and sell 
when they are high, thereby retaining the spirit of the concepts 
now contained in Article 13:2-3 without violating market trading 
operations.

Prepared by:
The Agribusiness Privatization Project
April 15, 1993

Bruce Carrie Si Matthies 
Conrad Fritsch Nils Melngailjs,



Comments On 
The Charter of Latvijas Valsts Labibas Birojs

The structure and functions described in the document suggest 
that the full monopoly type powers of Latvijas Lftbiba are simply 
being transferred to the new Labibas Birojs. The document would 
allow LB to engage in potential price fixing, commercial trading, 
milling activities and other income producing activities from which 
profits can be expected. They would be able to own commercial 
milling and processing enterprises. In addition, they would be 
responsible for maintaining grain quality and quantity control and 
other market regulatory functions affecting private sector 
entrepreneurs.

The potential entrance into commercial activities results in a 
clear conflict of interest with the regulatory functions. 
Consequently, the organization described in the document does not 
conform to the roles normally assigned to state regulatory and 
management agencies in a market oriented society. The purpose of 
such an agency is to carry out grain quality control functions and 
provide objective "rules of the game" to allow market competition 
to flourish among private sector grain traders, millers and 
producers of grain products.

Our comments below are designed to reorient the organization 
to activities consistent with a state regulatory agency operating 
within a market economy.

Article 2

Paragraph 2.2.1: The main actives listed in this section are 
similar to and in some cases identical to those in the draft law on 
"Grain Market and State Grain Reserves". But some important 
variations exist. In the final version of each document they 
should be the same.

Subparagraph 3 indicates that activities related to the state 
grain reserve follow directives of executive bodies of the Republic 
of Latvia. It is suggested that language be added which makes LB 
operations also subject to relevant Government of Latvia policies.

Paragraph 2.2.2: It is not clear what "organizing the supply of 
quality grain seed to the country" means. If it means a commercial 
sales to wholesalers and/or producers it is not consistent with the 
function of a state regulatory agency in a market economy. If it 
means that LB will maintain quality control over supplies and 
monitor activities of seed grain distributors, then it is 
consistent with a regulatory agency operating in a market economy. 
The language needs to be clarified to convey the desired intent.



Article 3

Paragraph 5.1.1: As a state regulatory and inspection agency it is 
more appropriate that LB be organized as a department within the 
Ministry of Agriculture tha.n as an independent non-profit 
organization. As noted in our comments regarding the "Law on Grain 
Market and State Grain Reserve" the LB council has a much broader 
public policy mandate than the technical management tasks 
envisioned for LB. The activities -assigned to LB in the current 
draft, when combined with the broad policy functions of the board, 
give the organization the basis to control prices from the farmer 
to the consumer. Is that really the objective of the 
restructuring?

Paragraph 5.2.5: Allowing LB to manage entrepreneurial companies 
will result in a major conflict of interest regarding 
implementation of regulatory functions. This paragraph should be 
deleted.

Paragraph 5.2.4: To carry out its state mandated quality control 
and regulatory functions LB should not be granted authority to 
engage in any type of foreign trade or other commercial operations. 
In this context, buying and selling of grain to maintain the state 
reserve and to stabilize market prices are most correctly viewed as 
non-commercial market related operations. They are not designed to 
make a profit, but rather to perform functions necessary to promote 
development of market activities by private sector entrepreneurs.

Article 4

In keeping with our earlier comments this section is not 
needed. There is no need for LB to have or maintain capital 
reserves if its function is to serve as a state agency responsible 
for conducting quality control and regulatory activities to promote 
"a level playing field" for private sector enterprises. For such 
an organization, assets managed by LB would be owned in the same 
way that other non-comniercial state assets are owned in Latvia.

Article 5

The discuss ion in this section on management and control of 
Labibas Birojs should closely parallel that in the law "On Grain 
Market and State Grain Reserve". Please refer to our comments on 
that document. If a broad based Board is finally approved, it is 
advisable that the Chairman be appointed by the Prime Minister. 
The MOA should, however, have its own representative on the Board. 
It would be preferable that the deliberative policy group be called 
a council rather than a board and that the Director of LB serve as 
its executive secretary rather than as a member. To achieve 
separation of state and private sector activities all LB staff 
should be civil servants with no private sector associations with 
the industry they are expected to regulate and monitor.



With regard to the last sentence of this article, it is 
inconsistent to have the MOA appoint members who represent other 
state and private institutions with their own policy interests. 
These members should be selected by their own organizations.

Paragraph 5.5.2: While it is appropriate for the MOA to be 
responsible for the terms of management and payment to the LB 
director this should be in the context of the director's role as a 
civil servant and not as an employee of a quasi-independent agency.

Article 6

As a government agency responsible for ensuring quality 
controls and maintaining a competitive environment in the industry, 
revenues should come only from state budget allocations, users fees 
for services provided and from grain customs duties, if any. 
There should be no specific mention of revenues from managing the 
national grain reserve or revenues from grain processing 
enterprises.

Similarly, the last sentence in this article should be removed 
as it implies income sources associated with commercial market 
activities.

Prepared by:

The Agribusiness Privatization Project 
February 8, 1993



3. GRAIN SECTOR
BAKERIES

Bakeries - Privatization Plan

Sample Investment Packet for Druva

Bakeries - Reports on Individual Enterprises



Bakeries - Privatization Plan

This privatization plan provides some recommendations as to how the 
privatization of the bakeries that were previously part of Latvijus 
Labiba could be carried out. The recommendations are all made 
within the context of the law that was passed in May 1993 on the 
privatization of state owned bakeries.

That law lays down a relatively detailed procedure and timetable 
for the privatization of the bakeries. However, some flexibility 
is provided within the law and some issues are not directly 
addressed. Two important aspects of the law are that structurally 
separate production units of the same state enterprise are to be 
privatized separately, and that 65-85% of the shares of each unit 
can be sold as a parcel to a third party. Both of these aspects of 
the law will have a direct impact on the procedures to be followed 
for the privatization of the bakeries.

Sale of Separate Production Units

Currently, state bakeries, such as Druva and Baltmaiznieks, which 
have multiple production units, produce only one set of 
consolidated financial statements covering the entire enterprise. 
It appears that separate sets of figures for costs and revenues for 
each unit are not kept for each unit, even for management purposes. 
This makes producing separate financial statements for each unit 
difficult. However, if each unit is to be sold separately and 
potential investors are to bid on separate units, then it is 
essential that the maximum possible amount of information on the 
profits, assets, liabilities, production, staff etc, be made 
available on each separate unit.

Work should therefore commence immediately on separating out the 
accounts for those bakeries that consist of more than one unit: 
Druva, Baltmaiznieks, Vidzemes, Daugavpils and Liepaja. Preferably 
three years of balance sheets and profit and loss statements should 
be produced for each separate unit. Where separate figures on 
revenues, costs etc are not available these should be generated as 
accurately as possible using tonnages of bread produced by each 
unit, consumption of flour and other consumables, numbers of 
employees and wage rates etc.

In addition to preparing balance sheets for each separate unit, a 
detailed asset schedule shruld be made available for potential 
investors for each unit. T.ie status of land owned or leased by 
each unit is most important to determine. Any specific 
liabilities, including contingent liabilities, associated with a 
particular unit should be noted.



Sale of the Majority Share

Almost all state bakeries have had potential foreign investors 
visit their plants, suggesting that there could be considerable 
interest from both Latvia and abroad in purchasing shares in the 
bakeries when they are privatized. Therefore, it is essential that 
the competition for the sale of the shares, as required by the law, 
be organized in such a way that it encourages the maximum interest 
possible from outside parties.

Several steps should be taken to ensure maximum outside interest.

a. The advertizement announcing the competition and its rules 
should not only be published in a local newspaper, as required 
by the law, but also in relevant foreign newspapers as well as 
some of the local trade journals. As potential investors are 
likely to come from nearby countries, advertisements could be 
put in some of the major Scandinavian, German and Baltic 
country newspapers as well as the local trade journals. If 
funds permit, advertisements could also be put in some more 
international newspapers such as "The Financial Times" and 
"The Economist", although advertizing costs are high in these 
publications. The advertizement and/or any subsequent 
information supplied to investors must make absolutely clear 
the procedures and timetable that will be followed throughout 
the privatization process.

b. A package of material should be assembled to send to potential 
investors as soon as they respond to an advertizement. Only 
basic information, sufficient to elicit interest from 
potential investors, need be included in the advertizement 
announcing the competition. The information in the 
advertizement on each unit for sale need only include, for 
example, the location of the unit, its products and volumes 
produced together with turnover and staff numbers. All 
additional information would be sent to the potential investor 
when they responded to an advertizement. This additional 
information would include all the information listed in 
Article 16 of the law together with a more general description 
of each plant and a set of financial statements restated in a 
more conventional western format. The most recent quarterly 
figures for production and profit should also be included. A 
brief background on Latvia and general description of the 
bakery industry and the investment environment could also be 
included. Where a privatization plan has already been 
prepared for a bakery, any supplementary factual material from 
that plan should be included with the additional information. 
All this additional information could be formatted along the 
lines of the notes that form the rest of this report.

(Note: The descriptions of the bakeries and the financial 
statements that are attached were based on a single visit to each 
bakery. The information as presented here has not been verified



with the management of each plant. This must be done before any 
use is made of the information. In some cases the information is 
not complete and for bakeries with more than one plant, only a 
single report has been produced. In addition, the Daugavpils, 
Aldona and Strategic bakeries could not be visited and no notes 
have been prepared on those bakeries.)

A small fee could be charged for the supply of the information 
both to cover the cost of printing and delivery and to ensure 
that only genuine investors request the information. 
Alternatively, or in addition, potential investors could be 
requested to supply information on their financial and 
technical capabilities to own and manage a bakery. Unless 
they could substantiate their capabilities the potential 
investors would not be provided with the additional 
information. Under any circumstances, potential investors 
should be obliged to sign a confidentiality agreement stating 
that they will use the information supplied to them only for 
the purposes of preparing a privatization plan. Once the 
bakeries are privatized it is essential that details of their 
technical and commercial operations are kept confidential.

c. Arrangements must be made to allow potential investors to 
visit the bakeries. In addition to the written information, 
investors will wish to inspect the bakeries and to talk to the 
managers. It is important that these site visits are well 
organized. Preferably the investors should be accompanied by 
an independent party to ensure that they receive the 
information they request in an impartial manner. These site 
visits could be organized by the Privatization Commission or 
by experts working with them. For the bakeries that are 
already leased out, it is particularly important that an 
independent party assist investors to ensure that they receive 
all the information they require. The existing management of 
these bakeries, because of their direct interest in the 
operation, may be unwilling to supply information to investors 
that they may see as potential, competitors.

d. Auctions for the sale of the shares, as provided for under 
Article 17 (4) of the law, should be encouraged. It is 
unlikely that the value of the enterprise that is established 
by the Privatization Commission through a theoretical 
calculation will be the optimal selling price. The optimal 
selling price is best found through a competitive auction 
process. Such auctions could be encouraged by ensuring that 
the value of each enterprise established by the Privatization 
Commission is a conservative figure. This should ensure that 
more than one privatization plan is received for each bakery 
and therefore that an auction is required. Although the law 
allows for the sales price to be lowered if it was initially 
set too high, this mechanism should be avoided. A procedure 
whereby a high price is initially set and is subsequently 
lowered because no plans were received is unlikely to 
encourage investors to participate.



e. In evaluating the plans, not too much emphasis should be 
placed on warranties to continue producing fixed volumes of 
bread. In a competitive market, owners of enterprises must be 
free to vary their output to meet market needs. Any 
restrictions placed on their ability to match output to the 
market are likely to discourage them from investing. As was 
noted in the "Basic Principles" paper prepared on the 
privatization of state bakeries, there is considerable excess 
capacity in the industry and new small bakeries are being 
established. It is unlikely therefore that warranties on 
production levels will be needed to ensure a constant supply 
of bread.

Overall it would be desirable to encourage the maximum possible 
level of competition for the bakeries. There should be no 
presumption that the existing management will become the new owners 
even if through some form of management company. This principle 
should apply even in the cases where the existing management have 
a lease on the assets. In a capitalist economy, a distinction can 
be drawn between the managers and the owners; of a business. 
Although the managers may be part or total owners of a business, 
often the managers will own no shares in the business. The 
managers of a business must have technical expertise in the 
relevant industry to be ab?.e to manage the business competently. 
However, the owners of a business need have no technical expertise 
in the industry; they need only employ managers with the relevant 
expertise. Encouraging widespread competition for the bakeries 
will ensure that the new owners will be the best possible owners 
and that they will make the best use of the assets. It should also 
ensure the maximum possible revenue for the government through the 
sale.

Latvian Agribusiness Privatization Project 
June 1993
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BAKERIES

Reports on Individual Enterprises

Druva (Complete Information Package)
Abra
Balmaiznieks
Vidzeme
Liepaja
Jelgava
Ventspils
Rezekne

Latvian Agribusiness Privatization Project 
June 1993
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Notice

For each bakery a complete information pack for a potential investor consists of:

the general background note on the economy and the bakery industry

a set of financial statements for the bakery, both in original form and restated in 
Western format

a general note on the accounts and a set of enterprise specific notes 

a set of technical notes on the bakery including legal comments.

A complete set of documents for Druva is attached. For the other bakeries only the financial 
statements, the enterprise specific notes to those statements, and the technical notes are attached. 
The reformated financial satements for each bakery should not be reporduced or distributed 
without the full set of notes attached.



UNAUDITED FINANCIAL STATEMENTS

AND 

NOTES TO THE FINANCIAL STATEMENTS

General Notes & Enterprise Specific



FINANCIAL STATEMENTS

SUMMARY

The financial statements of the enterprise have been reformatted 
into a standard western format. The scope of this project did not 
include the restatement of the accounts in accordance with 
International Accounting standards (IAS). As such, no adjustments 
to management's representation of financial information have been 
made. Nor has this compilation of financial information included 
any audit or due diligence efforts that in any way expresses an 
opinion on the financial information presented.

This effort has:

1) reformatted the enterprise's existing accounts into asset, 
liability, equity, revenue and expense categories;

2) eliminated entries which represent double counting of 
accounts;

3) compiled balance sheets and income staterents, based on the 
existing Latvian accounts and management representations, as 
of and for the year ending December 31, 1992, and, when 
possible, for the year ending December 31, 1991, (the 1990 
financial statements have not been included in this report);

4) included interviews of the enterprise's management and 
accounting staff, which, along with the Latvian financial 
statements, are the basis of the notes to the financial 
statements for individual enterprises;

5) included interviews of Ministry of Agriculture personnel and 
management personnel from other Latvian dairy and bakery 
enterprises, which are the basis of the general notes to and 
background on Latvian accounting practices and financial 
statements included in this document; and

6) not added accounts omitted from the Latvian financial records 
which represent balance sheet and income statement entries 
necessary to meet IAS principles and more fairly present the 
financial position of the enterprise;

The financial information presented contains many limitations and 
issues which impact the content of the information, its 
comparability to other enterprises and other time periods, and the 
interpretative and analytical value. The major constraints and 
issues impacting the enterprise's financial statements are 
highlighted in the notes (general and enterprise-specific) to the 
financial statements, which are considered an integral part of this 
document.



NOTES TO THE FINANCIAL STATEMENTS
GENERAL

(Also See Enterprise Specific Notes)

LATVIAN ACCOUNTING PRACTICE

The following analysis sets out the basis on which the 
enterprises' financial statements are prepared and highlights the 
differences between Latvian and international standard accounting 
practice.

The analysis has been based on interviews with the accounting staff 
at the enterprises and The Ministry of Agriculture.

The laws on "Accounting" and "On Annual Reports" govern accounting 
practices in Latvia as of January 1, 1993. They are based largely 
on priciples set out by the Fourth Directive of the EC and the 
Danish accounting law in particular.

FINANCIAL STATEMENTS

The preparation of financial statements in Latvia is not in 
accordance with International Accounting Standards (IAS). The 
fundamental accounting concepts are only partially observed:

• Going concern - all enterprises are correctly assumed to 
be going concerns and are accounted for on the basis that 
th«y will continue to trade with the current scale of 
operations.

• Consistency - books and records are kept using accounts 
which record the enterprise' s activities and transactions 
which form categories of assets and liabilities. 
Although accounting policies are applied consistently 
during a given year, the past three years have been 
characterized by changes in government policy and 
directives as to form and content of financial reporting 
and accounting treatment of transactions.

In particular, the accounting formats changed between
1990 when they were prepared under the Soviet system, and
1991 when statements which were prepared under the 
Latvian system. The format was changed once more in 
1992, although not as significantly. No analysis is 
provided in the accounts to show the effects of these 
changes. The 1993 accounts and financial statements have 
also changed significantly from 1992, in an effort to 
more closely adapt to IAS.

• Accruals - accrual accounting was only introduced for the 
year ended December, 1992. Prior to this the basis used



was similar to a double entry form of cash accounting 
with some adjustments for prepayments. The changes 
initiated in 1992 do not reflect a full accrual basis, 
some aspects may still be considered a modified cash 
basis of accounting.

Prudence - the financial statements do not reflect a 
conservative view of the affairs of the enterprise. No 
provisions are made to reflect irrecoverability of debt 
or other reductions in the value of assets.

The profit and loss information provided does not fully reflect the 
profit or loss generated or the amount transferred to reserves. 
The net profit figure does not take account of items such as 
interest paid, employee bonuses, and depreciation of certain asset 
categories and thus overstates the profit. Detailed expense 
information, ie analyzing expense categories included in cost of 
goods sold, is not included in the Latvian financial statements and 
therefore excluded from the reformatted financial statements.

Many different funds and reserves are maintained for a variety of 
purposes with the result that almost all transactions reguire 
transfers to be made to or from reserves in a manner which is not 
consistent with IAS.

As noted above, the financial statements are not comparable as a 
result of changes in format, asset revaluations which have been 
made, and the rapid inflation during the period.

As a result, it is difficult to assess a Latvian enterprise based 
on its financial statements. The only review of books carried out 
is one by tax authorities to ensure the compliance and accuracy of 
tax computations.

The financial statements provide evidence that books have been 
maintained. They do not necessarily reflect a true and fair view 
of the financial position of all of the enterprise's assets and 
liabilities, or that the revenue and expenses represent 
maintainable earnings.

The significant divergences from international accounting practice 
would make it difficult for an unqualified audit opinion to be 
rendered for the periods represented, if such an audit of the 
financial statements was attempted.

ACCOUNTING POLICIES

We set out below details of accounting policies for significant 
classes of asset and liability.



Fixed Assets

All state enterprises revalued their fixed assets at 1 January 
1992, in accordance with Government regulations. The different 
categories of asset were revalued according to published 
revaluation coefficients to reflect the deterioration in value 
caused by high rates of inflation.

The following coefficients were generally used for classes of 
assets purchased prior to 1989 for the l January 1992 revaluation:

Motor vehicles 
Instruments 
Machinery 
Imported Machinery

3.5 
2.5 
2.5 
5.0

Additional revaluations took place at 1 January 1993. The following 
coefficients were determined by government regulation:

Assets purchased prior to 1990 10.0
Assets purchased during 1991 3.0
Assets purchased during 1992

Accumulated depreciation was adjusted in proportion to the change 
in fixed asset values. The revaluation surplus was credited to the 
statutory fund rather than being maintained in a separate reserve.

The method adopted for revaluations does not reflect the IAS 
practice on revaluation of assets, although in some way it reflects 
the change in value caused by inflation. No account is taken of 
the replacement cost of the assets, of their physical condition nor 
of any changes in the remaining useful life of the asset.

Depreciation

Depreciation rates are on average lower than those used in Western 
Europe and the US. Many items which would be considered small 
replacements or consumables are included as assets and depreciated 
over 1 or 2 years. Examples of the depreciation rates used are as 
follows:

Asset

Buildings 
Trucks 
Computers 
Machinery

- city use
- country use

Asset Life 
# of years

84 to 100 
7-14 

14

10
12

Annual Rate of 
Depreciation

1%
7-14% 

7%

10% 
8%

v
V'
V



Office furniture with a value of less than 5,000 Latvian 
Rubles (LVR) are included as fixed assets, but not 
depreciated.

Depreciation is calculated monthly on a straight line basis 
commencing in the month of acquisition.

The definition of a capital asset is any item exceeding a specified 
cost. This threshold can be very low,for example 5,000 LVR for 
dairies. As a result, there a large number of very low value items 
being included as assets rather than being expensed. These items 
are usually included as part of inventory. 50% of their value is 
written of when used, while the remaining 50% is written off on 
disposal. Assets under construction are recorded separately and 
are not depreciated until completed and put into operation.

Accounts Receivable

Accounts receivable are generally overstated. Amounts owed to the 
enterprise are included at full value with no adjustment made for 
bad or doubtful accounts. Until recently, the incidence of bad 
debts was so low that such provisions were not required. Detailed 
debtor ledgers are maintained and usually updated monthly, however 
no credit control is exercised.

With the privatization of some entities, former state debts are 
dismissed, leaving the enterprises to deal with government rather 
than the original debtor entity.

Inventory

Stocks are valued at cost with no provision for diminution in value 
or obsolescence. Many stock levels will be significantly 
overstated in the accounts. Stock levels are further misstated 
when consumables or small replacements are included in the asset 
line.

Reserves

The statutory fund and other reserve funds are used to reflect a 
variety of transactions. There are frequent transfers between 
funds which would not be possible under IAS. Thus for example, the 
purchase of a fixed asset requires the transfer of appropriated 
funds from a fixed asset fund to the statutory fund. There is no 
equity or share capital on the Latvian financial statements. For 
purposes of this analysis, the reserves which appear equivalent to 
equity have been classified as such on the reformatted financial 
statements.



Subsidies

Subsidies received from the state are not reflected in the income 
or prof it/loss of the enterprise. The accounting treatment used 
results in an increase in reserves reflecting the amount of 
subsidies received even though the subsidies are for operating 
costs. Under IAS such -mounts would be treated as income.

Liabilities

The principal categories of liabilities included in balance sheets 
are taxation and accounts payable. Liabilities for bank loans or 
other long term loans essentially did not exist.

Accounts payable balances are principally for suppliers. As with 
accounts receivables, any evaluation of the likelihood of payment 
or the period in arrears was not made.

Financial Planning

There are currently no financial forecasts or budgets prepared by 
the enterprises. This is partly because of the difficulty of 
forecasting in such a rapidly changing economy and partly because 
plans are considered to be a feature of the old regime and 
therefore no longer required. There is little understanding of the 
importance of budgeting for the overall financial control of an 
enterprise. Previously, all planning was centrally performed and 
given to the enterprises.

Enterprises currently are in the process of preparing privatization 
plans, and are preparing plans and future strategies for the first 
time. Some enterprises are in the preliminary stages of such 
planning, while others are more advanced and are being valued, and 
are near submission of these plans to the Ministry of Agriculture.

Internal and Accounting Controls

A review of internal and accounting controls was not within the 
scope of this review. All amounts presented are management 
representations.

Other Information

As previously stated, the enterprises have been operating in 
rapidly changing market and economic conditions. Extreme 
inflationary conditions began in 1991 and continued through 1992. 
Monthly inflation rates, based on the retail price index, were as 
high as 56.4% in January of 1992, the 1991 annual rate was 262%. 
In May of 1992, the inflation rate compared to May of 1991 was 
639%. Inflation had diminished by December of 1992.



Similarly, currency values have also been fluctuating. Comparisons 
to the US dollar from the Bank of Latvia are presented below.

Annual Rate 1991 
December 1991 
October 1992

US$ expressed as LVR

0.05821 
103.5 Buy 
180 Buy

120.55 Sell 
191 Sell
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Bakeries - General Information

Latvia

Latvia has a population of about 2.7 million people, of whom about 
one million live in Riga. Altogether approximately 70 percent of 
the population live in urban areas. GDP per capita was US$ 3,410 
in 1991 with growth in GDP being 5.7 percent in 1989, -3.5 percent 
in 1990 and -8.3 percent in 1991. Price reforms began in 1991 
leading to a sharp rise in inflation - prices rose by 262 percent 
from December 1990 to December 1991. Although nominal wages were 
adjusted during 1991 there was no attempt to index them to prices. 
As a result, average real wages decreased by 29 percent in 1991. 
By the end of 1992, most price reforms had been completed and 
inflation was estimated to be in the order of only a few percent a 
month.

General data on Latvia and summary tables of major macroeconomic 
data are attached as appendix one.

Bakeries

There are ten state-owned bakeries in Latvia that were formerly 
part of Latvijus Labiba - the central agency that controlled all 
grain and grain product trading and production. Between them these 
bakeries produced approximately 128 thousand tons of bread and 
bread products in 1992 (all references to tons are to metric tons). 
Of this, 53 thousand tons was wheat bread, 30 thousand tons rye 
bread, 36 thousand tons mixed rye/wheat bread, 2.7 thousand tons 
confectionery, and 7.7 thousand tons pasta. Total revenue for all 
ten bakeries was 2,928 million Rubles. Total production in 1991 
was 149 thousand tons and total revenue 204 million Rubles.

Five of the bakeries are based in Riga. These include the two 
biggest bakeries in the country, both of which have production 
facilities at more than one site. The other bakeries are based in 
Daugavpils, Jelgava, Liepaja, Rezekne and Ventspils.

The bread produced by these ten bakeries represents about half of 
all the bread produced in the country. The majority of the rest of 
the bread is produced by some 20 bakeries associated with former 
cooperative farms. A number of small privately owned bakeries have 
been established in the last year or so but these bakeries are 
currently responsible for less than ten percent of total bread 
production. Imports of bread from Lithuania and Russia were 
affecting the sales of some bakeries but the imposition of import 
duties in the range of US 20-30 cents per loaf in April 1993 has 
largely stopped this trade.

The state-owned bakeries used to deliver all their output to state 
trading organizations, state shops, military establishments and



other state organizations. Virtually all retail shops have now 
been privatized and most state trading organizations have ceased to 
operate. As a consequence, state bakeries are now selling a 
significant portion of their prodtiction directly to privately owned 
enterprises. Similarly, state-owned bakeries purchased all their 
inputs from state-owned enterprises. This was forced on them both 
administratively and because of the lack of alternative sources of 
supply given the complete central control of all grain trading. 
This central control no longer exists and most bakeries have been 
purchasing some imported flour at prices significantly below the 
cost of the local product. The imposition by Latvia of a US 30c/kg 
duty on imported rye flour and US 20c/kg on wheat flour in April 
1993 will affect this practice.

Prices, profits and the range of products produced used to be all 
variously controlled centrally. The last of these controls was 
finally removed in November 1992. Prices for bread rose 
substantially both while under central control and subsequently. 
At the beginning of 1991 a typical loaf of bread cost 25-35 
Kopecks. By the end of 1992 prices were in the range 25-35 Rubles. 
Over the same period bread consumption was dropping at the rate of 
10-15% per year. It is estimated that perhaps half of this 
reduction, particularly in rural areas, was due to bread no longer 
being fed to livestock.

\
While under central control, profit, on the production of bread was 
fixed at 15% pre-tax on the cost of goods sold. Although this 
control no longer applies, most bakeries continue to fix the price 
of bread by adding a 15% margin to the cost of goods sold. As the 
demand for cakes and pastries has declined more drastically than 
that for bread, in general bakeries have reduced the margin on 
these products to about 5% in an endeavor to keep sales volumes up.

The large price increases for bread during 1991 and 1992 basically 
reflected the increase in the price of flour. The price of flour 
rose from approximately 40 Kopecks/kg at the beginning of 1991 to 
approximately 45 Rubles/kg by the end of 1992. Flour typically 
represents over 75% of total production costs. Other production 
costs, particularly energy, rose substantially over the same 
period, although because of their small contribution to total 
production costs they had a lesser impact on prices. In 1992, 
energy represented about 5% of costs, and wages even less.

Taxation

The law "On Profit Tax" states that all companies pay profit tax. 
The rate is 25% for private companies and 35% for companies where 
state capital is involved. Certain financial and other 
institutions pay at the rate of 45%. The 35% rate currently 
applies to state-owned bakeries.

The law "On Foreign Investments" Article 10.1 states that for 
companies where the foreign investor's share in the statutory fund 
is more than 30% and is not less than US$ 50,000 the company is



exempt from profit tax for two years commencing form the first year 
of profit generation. If the foreign investor's share is more than 
50% and not less than US$ 1,000,000 the exemption period is three 
years and the profit tax is reduced by 50% for the subsequent five 
years.

State-owned bakeries that were formally a part of Latvijus Labiba 
are also subject, under a special Council of Ministers decree, to 
a requirement to contribute 10% of their profits towards social 
welfare costs. This tax would not apply to privately owned 
bakeries.

A turnover (sales) tax is applied on the price of goods and 
services sold and the general rate is 12%. However, the rate for 
food and agricultural products is 6%. There is a proposal to 
increase the rates to 18% and 9% respectively, but this will 
probably not be introduced before fall 1993.

Social security tax has to be paid by the employer at the rate of 
37% on top of the salary and wages paid to workers.

Natural resource taxes must be paid for the use of water and other 
natural resources including the pollution of air, water and soil.

A land tax must be paid by those who have land allocated from the 
state or a municipality.

Property tax is calculated on the basis of all property owned.

Workers' individual income tax and social security tax must be 
deducted from the payroll and transferred to the government by the 
employer.

Legal Issues

In May, 1993 Latvia passed a law mandating the privatization of 
state-owned bakeries.

In accordance with the law a privatization commission of was 
established. This commission consists of nine individuals and is 
headed by a specialist from the Ministry of Agriculture. Its first 
obligation is to ensure that all bakeries are valued. This 
valuation is conducted in accordance with the law "On the Valuation 
Procedure of Enterprises and their Assets Owned by State and Local 
Government."

The privatization commission is also charged with organizing and 
leading the process of transforming these state enterprises into 
state joint stock companies, including amending and filing the 
necessary documentation with the Registrar of Enterprises. The 
transformation of these enterprises must take place within three 
months of the formation of the commission.

 V.A



Within one month of the formation of the joint stock company the 
commission must have completed the preparation of guidelines for 
each enterprise's privatization competition. Along with basic 
information about the enterprise, these guidelines must include 
information of the categories of investors allowed by the 
privatization plan.

The basic standard set out in the bakery law is that shares shall 
be sold to the following groups of investors:

- investment into pension fund - 5-15% of the shares 
employees - 10-25% of the shares

- other investors - 65-85% of the shares.

Employees can be given a 25 percent discount from the share's 
actual value and they can purchase their shares with privatization 
certificates. The majority interest is reserved for other persons 
who should have experience in bread production and must purchase 
this interest in its entirety. The privatization law provides that 
this majority share is not to be divided up among several 
investors.

The purchase of shares must be completed within three years and 15 
percent of the purchase price must be paid two months after the 
privatization competition. As long as there is at least one 
participant in the privatization competition it will proceed, but 
the competition must be completed within three months from the time 
the guidelines are announced. The privatization competition is 
open to all interested investors.

Important notice. The information contained in this note and the 
individual notes on each bakery was obtained from government 
officials, the management of the bakeries and from government 
documents and other official sources. Although every effort has 
been made to ensure that the information is correct it has not been 
independently verified. Coopers & Lybrand makes no representations 
as to the accuracy of the information. Potential investors should 
not rely on the information contained in this and the associated 
documents but should carry out their own investigations to 
ascertain the information they need to make their investment 
decision.

Latvian Agribusiness Privatization Project 
June 1993



COUNTRY DATA - LATVIA

GNP per capita in USD in 1991

General
Area (square km)
Population, 1990 mid-year (thousands) 
Growth rate, 1980-90 (percent) 
Density, 1990 (per square km)

3,410

64,600
2,670

0.6
40

Social Indicators
Population characteristics 

Grade birth rate, 1990 (per 1,000) 
Crude death rate, 1990 (per 1,000) 

Health
Infant mortality rate, 1990 (per 1,000 live) 
Life expectancy at birth, 1990

Gross Domestic Product

14.2 
13.0

10.8 
70.5

Current Prices 
(million rubles)

Real Growth Rates 
(annual % change)

1990 1991 1990 1991

GDP at market prices 12,201.0 28,665.0 -3.5
Total consumption 8,226.0 16;198.0 N.A.

Private consumption 6,888.5 13,249.6 N.A.
Government consumption 1,337.5 2,948.4 N.A.

Gross domestic investment 4,057.0 9,669.5 N.A.
Fixed investment 3,337.9 N.A. N.A.
Change in stocks 719.1 N.A.

Net Exports -82.0 2,797.5

-8.3
N.A.
N.A.
N.A.
N.A.
N.A.

—
—

Output, Employment and Productivity

GDP in 1991 Employment in 1991

min RUR % of total thousands % of total

Agriculture 5,739.0 20.0 226.6 16.2
Industry 13,907.0 48.5 433.6 31.0
Services 9,019.0 31.5 736.3 52.8

Total/Average 28,665.0 100.0 1,396.8 100.0

GDP per

rubles %

23,326
32,073
12,244

20,522

worker

of average

123.4
156.3
59.7

100.0

Source: Latvia: Transition to a Market Economy, The World Bank, 1993



Latvia: Consumer Price Index 
(1987 = 100.0)

Consumer Price Index

Average Price of Goods

1988

103.6

104.2

1989

108.5

109.6

1990

119.9

122.2

1991

326.4

342.2
Purchased

Price of Services

Memorandum Items:

Percent Change from Previous Year

Consumer Price Index

Average Prices of Goods

Purchased Price of Services
Source: State Committee for Statistics

100.1 101.3

3.6 

4.2 

0.1

4.7 

5.2 

1.2

Latvia: Average Monthly Salary of Workers 
(Rubles per Month)

104.5

10.5

11.5

3.2

231

172.2

180

121.1

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

Agriculture
Industry
Construction

Education
Health

Average Salary in 

State Enterprises

157 166.8 174.1 185.7 203.6 214.2 224.2 226.6 235.1 259.2 281.2 473.4

186.3 189.8 195.7 198.2 205.6 212.1 217.5 225.4 248.2 270.8 309.1 602.3

203.8 207.9 218.4 228.2 235.8 241.7 249.6 265.6 295 332.9 385.4 674.4

142.1 144.3 145.4 145.5 148.5 154.6 159.6 168.1 171.6 177.7 195.5 459.2

133.2 135.8 139.5 138.5 139.5 141.7 144.2 154 162.9 176.4 203.8 451.5

171.4 175 180.4 183.6 190.3 195.9 201.4 208.9 227 249.9 290.9 561.4

Average Salary in:
Agricultural Cooperatives 151.9 159.7 168.4 183.4 205.2 212.7 222.7 230.9 243.1 264.1 300.5 457.7 

Other Cooperatives_______NA NA NA NA NA NA NA NA 495 668 507 694 

Source: State Committee for Statistics.



Druva Bakery

Druva bakery is a state-owned enterprise. It has two production 
sites in Riga, the main one at Ganibu dambis 27 and the other at 
Brunenieku 73. Title to the property at both sites is not clear. 
Druva bakery primarily produces rye bread that contains 70% rye 
flour and 30% wheat flour. This type of bread accounts for 
approximately 70% of their production. Previously it was the only 
type of bread they produced. Production of white bread at the main 
site did not begin until March 1992. Druva also has a macaroni 
production facility located at its main site but it is currently 
operating only sporadically. Production from both plants in 1992
was:

Product

Rye bread 
Wheat bread 
Rye/Wheat bread 
Macaroni

Production (metric tons)

5033
2804

19384
7880

Total production of bread products in 1992 was down only about 8% 
from 1991, but as noted above, macaroni production has now 
virtually ceased. Production in the first quarter of 1993 was 
significantly down on the corresponding period last year. Total 
staff for both sites including administration and services are 
about 680 of which some 65 are associated with the macaroni plant.

Druva has a shop at each of its production sites as well as four 
others that it leases. In addition to bread, it sells dough from 
its second plant. There is also a small public cafeteria on the 
site of the second plant which sells its own pastries and coffee 
etc. Druva sells approximately 15 percent of production through 
its own shops and has about 450 private shops in Riga and Jurmala 
that buy its products.

Miroslav Dmitrass is the director of the main Druva plant, a 
position he has held for four years. Prior to that he was the 
chief engineer at the plant. He was trained in the Ukraine as an 
engineer. Fergenij Vladimirov is the director of the second plant. 
He has been the director of the plant for nine years and was the 
chief engineer there prior to that. He was trained at the Moscow 
Institute as an engineer and has worked for the Druva bakery for 
his entire career.

Main Plant

The main plant was built in 1945 and was substantially 
reconstructed in 1983-84. It was designed with a capacity of 
approximately 130 tons per day. Most of the plant is of Ukrainian 
origin. Production of rye/wheat bread averaged about 60 tons per



day in 1992; about 50% of capacity. So far for 1993 production is 
running at less than 30% of capacity. Production of white bread is 
about 25 tons per month, this being the maximum production that the 
existing facilities allow. Currently the main plant cannot meet 
the demand for white bread unless they install a new line, however, 
there is very limited space available to install any new equipment. 
White bread cannot be produced on a dark rye line due to the use of 
Russian sour culture.

The main plant has four production lines. Currently two lines are 
in operation, one line is being repaired and the fourth line is in 
reserve. Production staff at the main plant now number about 160.

The main Druva plant uses a Russian sour dough culture for the 
fermentation. They do not supplement with regular compressed 
yeast. Each loaf of bread weighs one kilogram. One shift 
produces 20 loaves per minute, 1200 loaves per hour, or 9600 loaves 
per shift. Each shift comprises four production people plus one 
relief person for a total of five people per shift. Kilograms per 
man hour is 240. There are nine people in shipping, taking and 
filling orders. Two lines are covered by these nine people, or 
four and a half persons per line. The dough production schedule is 
a continuous run.

Dough temperature 
Culture fermentation 
Type of make up 
Proof time 
Bake time 
Cooling time

Major bakery equipment

13 fermentation tanks
18 flour bins (30 ton capacity)
1 flour blender
1 air blower
7 mixers
4 secondary fermentation tanks
4 dividers
4 ovens
1 electric oven
4 refrigeration compressors
machine shop

30-32 degrees Celsius
4-5 hours
two pocket rotary divider
52 minutes
52 minutes
none

Estimated replacement cost 
(LVR 000)

100 each
300 each
300
100
200 each
300 each
250 each
400 each
400
100 each
500

Except for two of the ovens, the equipment is old and is generally 
fully depreciated. The remaining equipment is worth about 5% of 
original value. The bakery building is worth approximately 20 
million rubles. Druva's main plant has very little quality control 
and their sanitation would not meet western standards.



Second Pl&nt

It was not possible for the bakery expert to visit the second Druva 
plant at Brunenieku ilea due to timing difficulties and repairs 
being undertaken to the plant. The comments below therefore do not 
cover in detail the technical aspects of the plant.

The main building at Druva's second plant is very old and was not 
built to house a bakery. This causes some difficulties for the 
operation of this plant. The bakery consists of three production 
areas: a wheat bread area, a ry& bread area, and a small pastry 
production area producing mainly French bread sticks which has only 
been in operation for the last three years. Up to 1990 the plant 
used to produce around 50 tons of bread per day, specializing in 
rye bread and a cheap variety of wheat form-bread produced for the 
army. Total production now is about 30 tons per day.

The wheat bread area has one form-bread line with a capacity of 
about 12 tons per day but currently operating at about ten tons per 
day. Another line produces about two tons per day on two half 
shifts but could produce three tons in an eight hour shift. In 
addition there are two small electric rake ovens producing various 
types of white bread. These two ovens have a capacity of about 
1600 kg in an eight hour shift but are currently producing about 
800 kg in eight hours. The wheat bread area has no bulk flour 
handling facilities and all flour must be brought in bagged. 
Fifteen people work in the wheat bread production area.

The rye bread production area produces a total of about 15 tons per 
day of two varieties of dense rye bread. There are three lines but 
only two operate at any one time. One line, which produces a 
standard rye bread, operates on three shifts. The other line, 
which produces two tons per day of an expensive variety of rye 
bread, operates on only one shift due to limited demand. The 
second line could produce ten tons per day. The rye bread area has 
bulk flour handling facilities including five storage units each 
with a 30 ton capacity.

The pastry production area produces about 600 pieces per day using 
two shifts with ten people on each shift. All production is by 
hand, the only equipment being one mixer and two electric ovens 
which were purchased second hand.

All machinery at the second site is of considerable age. There is 
very little quality control and sanitation would not meet minimum 
western standards.

There are about 200 staff on the second site including an 
accountant and economist. However, administration is generally 
carried out at the main plant. The two plants cooperate on 
marketing.



DRUVA BAKERY ENTERPRISE 
Balance Sheet

Balances at December 31st
(LVR in thousands)

UNAUDITED

ASSETS

Current Assets 
Cash
Short term investments 
Accounts receivable 
Inventory 
Other 
Total Current Assets

Rxed Assets
Assets under construction
Ofoer Long term Assets

TOTAL ASSETS

1992 1991

14,283
0

80,468
72,800

0
167,551

22,057
209

0

189.817

1,171
0

3,149
5,718

0
10,038

4,409
469

0

14,916

UABLITIESAND EQUITY

Current Liablities 
/taunts payable 
Other short term payables 
Other 
Total Current Liabilities

Long Term Debt 

Total Liabilities

Equity
Capital & retained earnings 
1992 Revaluation reserve 
Total Equity

TOTAL LIABILITIES & EQUITY

132,548 5,066
1,500 
8,640

142,688 

0

14a688

40,959 
6,170

706 
2,003
7,775 

2

7,777

7,139 
0

189.817 14,916

The accompanying notes to the financial statements are an integral part of this document.



DRUVA BAKERY ENTERPRISE 
Income Statement

For year ended December 31 st
(LVR in thousands)

UNAUDITED

1992 1991

Sales
Less: Turnover Tax 

Net sales

Less: Cost of Goods Sold 

Gross profit

Other Income 
Less: Other Expenses 

Net Other Income

PROFIT (LOSS)

Taxes

NET PROFIT (LOSS)

687,026 
16,022

671,004

526,214

144,790

6,901 
1,317
5,584

150,374

64,703

_85,671

50,727 
33

50,694

44,952

5,742

170 
69

101

5,843

1,674

4,169

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

DRUVA BAKERY ENTERPRISE 
Balance Sheet (Bilance)

Line
Nos. Assets (Aktivs)

010 Fixed Assets
020 Intangible Assets
030 Assets under construction
035 Assets not ready for use
040 Long term investments
050 Current year profit/offset 500 or 510
065 Amounts due from members
070 Other receivables
080 Current year loss/offset 500 or 510
090 Total - check

100 Raw Materials and consumables
110 Work in progress
120 Work in progress
130 Prepaid expenses
140 Finished goods
150 Finished goods
160 Other inventory
170 Total
171 Goods in transit

200 Cash on hand
210 Cash in bank
220 Hard currency accounts
230 Other bank accounts
240 Other bank accounts
250 Short term investments
270 Bank loan monies rec'd
300 Trade accts receivable
310 Bills of exchange
320 Payments in advance
325 Tax overpayments rec'ble
330 Other debtors
340 Employee loans
350 Social welfare expenses
360 Other receivables
370 Total - check

390 Total - check

31 Dec 1991 31 Dec 1992 Uan 1992

6,239

469

5,843

12,551

27,593

209

150,374

178,176

5,176 
18

644

5,838

55,820 
409

10,434 
6,556

73,219

1,140 

31

2,888 

261
4,320

1,509 
9,585

3,189 

72,086

8,382
94,751

16,080

22,709 346.146

The accompanying notes to the financial statements are an integral part of this document



UNAUDITED

DRUVA BAKERY ENTERPRISE
Line
Nos. Liabilities fPasivs)

400 Statutory fund
410 Accum depreciation
420 Depreciation consumables
430 Investment financing
440 Other payables
445 Obligations to members
450 Financing . •nerve
460 Vaccation accrual
470 Amortization & Repairs
480 Payments received in advance
490 Unrealised profit on sales
500 or 510 Profit
520 Total - check

600 Short term payables
610 Medium term payables
620 Long term payables
630 Overdue loans!
640 Short term loans
550 Long term loans
660 Total - check

700 Accts payable - goods
710 Bills of exchange
720 Payments received in advance
730 Taxes payable
735 Privatization expenses
740 Social pension tax
750 Accured salaries
760 Other payables
765 Employee loans
770 Other
780 Total - check

800 Total - check

31 Dec 1991 31 Dec 1992 1 Jan 1992

15.067

706

2

708

203,458

1,500

L500

3,804

151 
626

377 
259 
398

1,319
6.934

22.709

100,902

27,022

2,009 
2,615 
6,951

1,689
141.188

346,146

6,021 
1,830

120 
687

431 
135

5,843

37,641 
5,536

419 

9,488

150,374

12,191 
5,501

594

Fixed asset movement 
Accumulated Dep 
Difference Net Assets 
Statutory Fund movement

Calculation

The accompanying notes to the financial statements are an integral part of this document



UNAUDITED

DRUVA BAKERY ENTERPRISE 
Income Statement (Finansu Rezultanti)
Line 
Nos.

010 Revenue from goods sold
020 Turnover tax
030 Sales less tax — check
040 Product and period costs
050 Profit - check
060 Other sales results
070 Non—sales operations
071 Investment Income
080 Profit and loss totals
090 Net profit - check

100 Non taxable income
101 Value of stock sold

1992 
Revenues

671,004

144,790

1992 
Costs

1991 
Revenues

1991 
Costs

687,026
16,022

50,727
33

50,694
526,214 44,952

5,742
5,841 
1,060

151,691 
150,374

1,317
170

1,317 5,912 
5,843

69

69

9,777 
107,381

Use of Profits Statement 1992 
(Pelnas Izlietosana)

200 Income tax expense
210 To reserves
220 To capital funds
221 To the investmemt fund
230 To dividends
240 To previous year's losses
250 Donations
260 Other

Uses of profits — check

1992

221 is subset of 220

150,374

Use of Profits Statement 1991 
(Pelnas Izlietosana)

200 Income tax expense
210 To reserves
220 Production Development
230 Social development
240 Employee bonus/incentives
250 Donations
260 Other
270 Other

Uses of profits — check

1991

1,674

2,897

460

787
0

5.818

Th» accompanying note* to th« financial atat«m«nta art an integral part of tht* document.
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Notes to Financial Statements - Enterprise Specific
Druva Bakery

Note 1 - Significant Accounting Principles

As stated in more detail in the general notes and summary, 
Druva bakery (Druva), like other Latvian enterprises, during 
1992 managed its accounts and financial reporting according to 
Republic regulations and guidelines. As such, Druva did not 
employ a full accrual basis in recording assets and 
liabilities or in the recognition of income or realization of 
expenses during 1992 or 1991. The handling of accounts may be 
considered a modified cash basis with some accrual accounting 
in accordance with Latvian accounting practices and 
regulations in effect during the periods presented.

Fixed Assets are carried at historical cost and depreciated 
over the useful life (as prescribed by Latvian regulations) 
using the straight line method. However, fixed assets were 
revalued according to Latvian regulations on both January 1st 
of 1992 and 1993. The basis and coefficients employed in 
revaluation are discussed in more detail in the general notes 
to the financial statements.

Land (property) values were not recorded on enterprise 
financial statements in Latvia during any of the years 
presented.

A cash flow statement is not included in the financial 
statements presented, as the 1992 and 1991 Latvian accounts 
were not conducive to its preparation. Cash is held in 
Latvian currency (LVR), hard currencies (e.g. DM, US$), and 
other currencies (e.g. Russian, Georgian) , exchange gains and 
losses are included in net income.

Note 2 - Accounts Receivable

Accounts Receivable for Druva includes the following in 
thousands of LVR at December 31st:

Type of Accounts Receivable

Trade Accounts Receivable

Other Receivables

TOTAL

1992

72,086

8,382

80,468

1991

2,888

261

3,149

Druva did not record any allowance for bad debts to reduce the 
amount of the reported accounts receivable. According to



management, of the balance of LVR 80.4 million, a total of 
LVR 32 million is considered uncollectible. LVR 18 million is 
outstanding from former state owned enterprises which have 
been privatized. The original debtor entity no longer exists. 
Management believes the entire amount is uncollectable. In 
addition, Druva supplies heating to other enterprises in the 
district, LVR 14 million is outstanding and believed to be 
uncollectable.

60% of all sales are paid in cash, with the exception of some 
enterprises which have bank accounts, in which case Druva will 
accept transfers. Under new regulations, Latvian enterprises 
are allowed to collect 5% in fines from debtors for late 
payments.

Note 3 - Inventories

Inventories appear to be accounted for on a first in first out 
(FIFO) basis. An allowance for loss or spoilage is not 
recorded by the enterprise, nor does the carrying amount of 
inventory necessarily reflect the net realizable value of the 
inventory.

Note 4 - Fixed Assets

Fixed assets are generally carried at historical cost, as 
previously noted, except for the revaluations which have 
occurred in 1992 and 1993. Depreciation is expensed and 
accumulated on a straight line basis using the asset category 
useful lives as prescribed by regulations (see general notes 
for examples). Typically, the useful life of an asset under 
Latvian regulations is significantly longer than that 
considered appropriate by Western stand'ards.

The following table displays the gross book value of fixed 
assets, accumulated depreciation, and net book value at 
December 31, 1991, after revaluation at January 1, 1992, and 
at December 31, 1992 for Druva. Amounts are expressed as 
thousands of LVRs.

Fixed Asset - Gross

Less: Accumulated 
Depreciation

Net Fixed Assets

12/31/91

6,239

1,830

4,409

1/1/92

16,080

5,501

10,579

12/31/92

27,593

5,536

22,057

Under the privatization law, residential buildings will be 
removed from the assets of the enterprise and privatized



separately. Although we have not been able to review the 
fixed asset register, management advise us that the enterprise 
had a workers' hostel which was given to the local 
municipality. However, the building still remains on the 
books at 31/12/92. Consequently, the net book value of assets 
presented in these financial statements may overstate the net 
book value of the assets actually to be privatized as the 
bakery enterprise.

Also see Note 8 regarding restitution claims.

Note 5 - Taxes

Druva is subject to various taxes as an enterprise under 
Latvian regulations. The major taxes and the basis of the 
taxes assessed are outlined below.

Type of Tax

Turnover Tax 
Profit/Income Tax 
Charity Tax 
Social Tax

Tax Base

Sales 
Profit 
Profit 
Payroll

Percent of Base

6
35
10
37

Note 6 - Credit Disclosures

Druva's financial statements include only current types of 
payables, including taxes payable, trade payables to 
suppliers, accrued salaries, and other rents, etc. They do 
not represent to have any bank loans or long term debt, which 
is consistent with other Latvian enterprises, due to the 
banking system which currently does not extend such types of 
credit.

In January 1993, the company obtained a short term loan from 
the Bank of Latvia of LVR 14.5 million with a floating 
interest rate. The loan is to be repaid in to installments, 
one on July, 30 and the other on August 30.

Note 7 - Equity Disclosures

Druva is currently a state enterprise. Equity on the balance 
sheet has been segregated to show separately the amount of 
equity which is the result of increases realized due to fixed 
asset revaluation at January 1, 1992, and the total amount of 
equity associated with capital, retained earnings, and perhaps 
previous revaluations.

Note 8 - Contingent Liabilities

As is the case with all Latvian enterprises involved in



privatization, potential claims may exist in regard to 
restitution to the pre-1941 land or building owners. 
According to Druva management, former owners could claim 
either all or part of the property at the second plant and the 
storage building at the main plant. The management has not 
had any contact with these former owners or their 
representatives or initiated any other action to resolve 
property issues. No liability reserves for potential future 
claims have been included in the financial statements.

Note 9 - Other Notes

As stated in the general notes to the financial statements, 
Latvia has been in a transitional environment. Druva's 
operations and financial statements have been impacted by such 
pressures as high inflation, significant demand shifts due to 
price liberalization and lifting of subsidies, dramatic policy 
and regulation changes involved in the shift from socialism to 
capitalism, and the appreciation of the Latvian Ruble against 
the currencies of other former Soviet republics. As such, 
the financial statements presented have significant 
limitations as to analytical value in comparing between time 
periods and between enterprises. The notes have merely 
presented and outlined the major factors and conditions 
underlying the financial statements which would influence 
their utility for users in making assessments of the 
enterprise's financial condition.

,-,1.



Abra Bakery

Abra bakery is a state enterprise which has one plant located at 
Pildas 10, Riga. It produces both dark rye and white bread and a 
small quantity of cake products. It also owned a small plant at a 
seperate site which produced about one thousand metric tons of 
driedi. bread products in 1990. As this plant was not generating a 
profit it was leased out to a private organization in 1991 through 
until the end of 1993. The transactions associated with this lease 
are made directly with the Ministry of Agriculture and do not 
appear on the financial statements of the bakery. In 1992 
production at Abra was:

Product

Rye bread 
Wheat bread 
Confectionery

Production ( Metric tons)

2855
5341
553

Bread production was only about 2% clown from 1991, but 
confectionery production was down to almost half that of 1991. 
Production so far in 1993 is down on 1992 levels; by about 8-9% for 
bread and almost 50% for confectionery.

The plant was originally designed with a capacity of about 90 tons 
per day. Production has been as high as 60 tons per day but is 
currently around 25 tons per day; about 30% of capacity. Total 
staff numbers in 1992 were 286 but by the end of the first quarter 
199-3 had been reduced to 250, the majority having been shed from 
confectionery production.

Abra has five production lines. In general only three lines are 
running, two for wheat bread and one for rye bread. One line, 
whieflt is meant for rye bread, is on stand by or in reserve. The 
fifth line is for small rolls and bread, but this line is not run 
very often. Two shifts are run per line.

The toakery produces 16 loaves per minute. The scaling weight of 
the bread is 700 grams for rye and 450 grams for white. There are 
six people per line plus one for shipping, or a total of seven. 
Kilograms per man hour is rated at 16 loaves per minute at 700 
grams per loaf, which is 672 kilograms per hour or 96 kilograms per 
man hour.

Abra uses a Russian sour culture and adds compressed yeast for 
fermentation. Compressed yeast is used for white bread production. 
White bread and dark bread cannot be run on each line due to the 
use of Russian sour culture. Production scheduling is a continuous 
rmni.



Dough temperature
Dough fermentation
Type of make up
Proof time
Bake time
Cooling time
Selling price per loaf

31-32 degrees Celsius
3-6 hours
rotary two pocket divider
55 minutes
45 minutes
none
22-25 rubles

Major Bakery Equipment

8 fermentation tanks
11 flour bins
5 air blowers
5 mixers
5 dough pumps
5 dividers
5 proofers
5 ovens
1 electric oven
3 flour sifters
3 air compressors
2 refrigeration compressors
1 secondary fermentation tank
cake shop equipment
machine shop equipment

Estimated Replacement Value 
(LVR 000)

50 each 
300 each 

5 each 
200 each 
150 each 
250 each 
300 each 
400 each 
400 
250 each
50 each 

100 each
50 each
50 

500

Most of the equipment is old except for the new electric oven and 
the two refrigeration compressors which are four years old. The 
remaining equipment is worth about 5% of original value. The value 
of some of the equipment varies from other bakeries in terms of 
type and design. They have very little quality control and 
sanitation would not meet Western standards.

Abra has four stores in the city and two in the central market. One 
of these stores is owned by the bakery, the others are on lease. 
Approximately 30% of sales are through their own stores. Bread is 
sold at the same price to all customers, with about 70% of sales 
paid for in cash and the rest through bank transfer.

In an endeavor to keep sales volumes up the company has been 
developing new sweet baked products. It has also been lowering the 
average weight of the standard loaves of bread so as to keep the 
price per loaf down.

Konstantin Ivanov has been the director of Abra bakery for the past 
four years. His qualifications are in food technology from the 
Academy of Agriculture at Jelgava. He was the director of another 
bakery prior to moving to Abra.



ABRA BAKERY ENTERPRISE
Balance Sheet

Balances at December 31st
(LVR in thousands)

ASSETS

Current Assets
Cash
Short term investments
Accounts receivable
Inventory
Other
Total Current Assets

Fixed Assets
Assets under construction
Other Long term Assets

TOTAL ASSETS

LIABLITIES AND EQUITY

Current Liablities
Accounts payable
Other short term payables
Other
Total Current Liabilities

Long Term Debt

Total Liabilities

Equity
Capital & retained earnings
1992 Revaluation reserve
Total Equity

TOTAL LIABILITIES & EQUITY

1992

3,466
0

24,082
26,315

444
54,307

10,160
2,929

0

67.396

36,693
1,100
6,034

43,827

550

44,377

16,531
6,488

23.019

67.396

UNAUDITEC

1991

134
50

1,170
4,912

15
6,281

2,448
994

0

9,723

2,085
650

1,188
3,923

500

4.423

5,300
0

5.300

9.723

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

ABRA BAKERY ENTERPRISE
Income Statement

For year ended December 31st 
(LVR in thousands)

Sales
Less: Turnover Tax 

Net sales

Less: Cost of Goods Sold 

Gross profit

Other Income 
Less: Other Expenses 

Net Other Income

PROFIT (LOSS)

Taxes

NET PROFIT (LOSS)

1992

216,759
8.102

208,657

191,006

17,651

1991

0
0

0

596 
2,112
(1,516)

16,135

7,331

0 
0
0

0

0

8,804

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

ABRA BAKERY ENTERPRISE
Balance Sheet (Bilance)

Line
Nos. Assets (Aktivs)

31 Dec 1991 31 Dec 1992 1 Jan 1992

010 Fixed Assets
O20 Intangible Assets
030 Assets under construction
035 Assets not ready for use
O40 Long term investments
050 Current year profit/offset 500 or 510
O65 Amounts due from members
O70 Other receivables
O80 Current year loss/offset 500 or 510
090 Total - check

100 Raw Materials and consumables
1tO Work in progress
120 Work in progress
t30 Prepaid expenses
140 Finished goods
150 Finished goods
160 Other inventory
170 Total
171 Goods in transit

200 Cash on hand
2tO Cash in bank
220 Hard currency accounts
230 Other bank accounts
240 Other bank accounts
250 Short term investments
270 Bank loan monies rec'd
300 Trade accts receivable
310 Bills of exchange
320 Payments in advance
325 Tax overpayments rec'ble
330 Other debtors
340 Employee loans
350 Social welfare expenses
360 Other receivables
370 Total - check

380 Total - check

9,890

793
201

2,417

13301

4,913

38

4,951

50

608

22
540

15

18,320

1,501
1,428

16,135

16,3781

37,384

26,020

412

26,432

134
1,615 
1,815

36

20,249

3,833
444

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

ABRA BAKERY ENTERPRISE
Line
Nos. Liabilities (Pasivs)

400 Statutory fund 
410 Accum depreciation
420 Depreciation consumables
430 Investment financing
440 Other payables
445 Obligations to members
450 Financing reserve
460 Vaccation accrual
470 Amortization & Repairs
480 Payments received in advance
490 Unrealised profit on sales
500 or 510 Profit
520 Total - check

600 Short term payables
610 Medium term payables
620 Long term payables
630 Overdue loans!
640 Short term loans
650 Long term loans
660 Total - check

700 Accts payable - goods
710 Bills of exchange
720 Payments received in advance
730 Taxes payable
735 Privatization expenses
740 Social pension tax
750 Accured salaries
760 Other payables
765 Employee loans
770 Other
780 Total - check

800 Total - check

31 Dec 1991 31 Dec 1992 1 Jan 1992

15.230

650

500
1,150

3,661 
7,442

39 
1,083

556 
32

2,417

18,142 
8,160

117 

4,877

16,135

10,1491 
7,442 I

556 |

47.431

1,100

550
L650

1,510

193

100 
282 

29

1,127

32,349

3,323 
2,094

926 
1,324 

990

1,721

Fixed asset movement 
Accumulated Dep 
Difference Net Assets 
Statutory Fund movement

Calculation
6,488

0
6.488 
6.488

The accompanying notes to the financial statements are an integral part of this document.



UNAUDFTED

ABRA BAKERY ENTERPRISE
Income Statement (Finansu Rezultanti)
Line 
Nos.

010 Revenue from goods sold
020 Turnover tax
030 Sales less tax - check
040 Product and period costs
050 Profit - check
060 Other sales results
070 Non -sates operations
071 Investment Income
080 Profit and loss totals
090 Net profit - check

100 Non taxable income
101 Value of stock sold

1992 
Revenues

1992 
Costs

1991 
Revenues

1991 
Costs

; 216,759

208,657
:

17,651
.

596

18,247
16,135

8,102
0

191.006
0

569
1,543

2,112 0 0
0

1,099

Use of Profits Statement 1992 
(Pelnas Izlietosana)

200 Income tax expense
210 To reserves
220 To capital funds
221 To the investmemt fund
230 To dividends
240 To previous year's losses
250 Donations
260 Other

Uses of profits - check

1992

45.44%

221 is subset of 220

15.898 *** See Comments

Use of Profits Statement 1991 
(Pelnas Izlietosana)

200 Income tax expense
210 To reserves
220 Production Development
230 Social development
240 Employee bonus/incentives
250 Donations
260 Other
270 Other

Uses of profits - check

1991

The accompanying notes to the financial statements are an integral part of this document



UNAUDITED

ABRA BAKERY ENTERPRISE
Comments On Financial Statement Input

** Only 1992 financial statements were available for Abra, the 1991 balance sheet 
was calculated based on the January 1,1992 beginning balance with an 
adjustment for the fixed asset revaluation, no income statement is presented.

*** The 1992 uses of profit statement does not agree to the profit reported on the 
income statement. Since only the tax expense line of the Uses statement is 
used in the reformatted version, no alteration is made, the tax expense appears 
to be about 45% of the profit, in line with expectation.

The accompanying notes to the financial statements are an intogral part of this document,



Notes to Financial Statements - Enterprise Specific 
Abra Bakery Enterprise

Note 1 - Significant Accounting Principles

As stated in more detail ir. the general notes and summary, 
Abra bakery (Abra), like other Latvian enterprises, during 
1992 managed its accounts and financial reporting according to 
Republic regulations and guidelines. As such, Abra did not 
employ a full accrual basis in recording assets and 
liabilities or in the recognition of income or realization of 
expenses during 1992 or 1991. The handling of accounts may be 
considered a modified cash basis with some accrual accounting 
in accordance with Latvian accounting practices end 
regulations in effect during the periods presented.

Fixed Assets are carried at historical cost and depreciated 
over the useful life (as prescribed by Latvian regulations) 
using the straight line method. However, fixed assets were 
revalued according to Latvian regulations on both January 1st 
of 1992 and 1993. The basis and coefficients employed in 
revaluation are discussed in more detail in the general notes 
to the financial statements.

Land (property) values were not recorded on enterprise 
financial statements in Latvia during any of the years 
presented.

A cash flow statement is not included in the financial 
statements presented, as the 1992 and 1991 Latvian accounts 
were not conducive to its preparation. Cash is held in 
Latvian currency (LVR), hard currencies (e.g. DM, US$), and 
other currencies (e.g. Russian, Georgian), exchange gains and 
losses are included in net income.

Note 2 - Accounts Receivable

Accounts Receivable for Abra includes the following in 
thousands of LVR at December 31st:

Type of Accounts Receivable

Trade Accounts Receivable

Other Receivables

TOTAL

1992

20,249

3,833

24,082

1991

608

562

1,170

Abra did not record any allowance for bad debts to reduce the 
amount of the reported accounts receivable. According to 
management, they have a total of LVR 1,485,004 of receivables

L V. J



outstanding for more than 6 months which are considered 
uncollectable. About 70% of sales are paid in cash, with the 
remainder being paid through bank transfers. Under new 
regulations, Latvian enterprises are allowed to collect 5% in 
fines from debtors for late payments.

Note 3 - Inventories

Inventories appear to be accounted for on a first in first out 
(FIFO) basis. An allowance for loss or spoilage is not 
recorded by the enterprise, nor does the carrying amount of 
inventory necessarily reflect the net realizable value of the 
inventory.

Note 4 - Fixed Assets

Fixed assets are generally carried at historical cost, as 
previously noted, except for the revaluations which have 
occurred in 1992 and 1993. Depreciation is expensed and 
accumulated on a straight line basis using the asset category 
useful lives as prescribed by regulations (see general notes 
for examples). Typically, the useful life of an asset under 
Latvian regulations is significantly longer than that 
considered appropriate by Western standards.

The following table displays the gross book value of fixed 
assets, accumulated depreciation, and net book value at 
December 31, 1991, after revaluation at January 1, 1992, and 
at December 31, 1992 for Abra. Amounts are expressed as 
thousands of LVRs.

i

Fixed Asset •• Gross

Less: Accumulated 
Depreciation

Net Fixed Assets

12/31/91
n/a

n/a
2,448

1/1/92
16,378

7,442

8,936

12/31/92

18,320

8,160

10,160

In the fixed asset category as presented on the financial 
statements, apartment buildings are included. Under the 
privatization law, such buildings will be removed from the 
assets of the enterprise and privatized separately. 
Consequently, the net book value of assets presented in these 
financial statements may overstate the net book value of the 
assets actually to be privatized as the bakery enterprise. 
Abra owns an apartment block that will be privatized 
separately, but which is included in the fixed assets 
presented in the financial statements at a gross value of LVR 
1.8 million (written down value LVR 1.09 million).



Also see Note 8 regarding restitution claims.

Note 5 - Taxes

Abra is subject to various taxes as an enterprise under 
Latvian regulations. The major taxes and the basis of the 
taxes assessed are outlined below.

Type of Tax

Turnover Tax 
Profit/Income Tax 
Charity Tax 
Social Tax

Tax Base

Sales 
Profit 
Profit 
Payroll

Percent of Base

6
35
10
37

Note 6 - Credit Disclosures

Abra's financial statements include both current types of 
payables (including taxes payable, trade payables to 
suppliers, accrued salaries, and other rents, etc.) and long 
term debt. This long term debt was obtained from private 
sources to help fund the construction of the apartment block. 
The outstanding balance of this loan was LVR 500,000 in 1991 
and LVR 550,000 in 1992. The loan has now been fully repaid.

Note 7 - Equity Disclosures

Abra is currently a state enterprise. Equity on the balance 
sheet has been segregated to show separately the amount of 
equity which is the result of increases realized due to fixed 
asset revaluation at January 1, 1992, and the total amount of 
equity associated with capital, retained earnings, and perhaps 
previous revaluations.

Note 8 - Contingent Liabilities

As is the case with all Latvian enterprises involved in 
privatization, potential claims may exist in regard to 
restitution to the pre-1941 land or building owners. 
According to Abra management, no search of the Archives to 
determine if former private owners may exist has been 
performed. No liability reserves for potential future claims 
have been included in the financial statements.

Note 9 - Other Notes

As stated in the general notes to the financial statements, 
Latvia has been in a transitional environment. Abra's



operations and financial statements have been impacted by such 
pressures as high inflation, significant demand shifts due to 
price liberalization and lifting of subsidies, dramatic policy 
and regulation changes involved in the shift from socialism to 
capitalism, and ten appreciation of the Latvian Ruble against 
the currencies of other former Soviet republics. As such, the 
financial statements presented have significant limitations as 
to analytical value in comparing between time periods and 
between enterprises. The notes have merely presented and 
outlined the major factors and conditions underlying the 
financial statements which would influence their utility for 
users in making assessments of the enterprise's financial 
condition.



Baltmaiznieks Bakery

Baltmaiznieks bakery is a state enterprise that consists of four 
production sites. Two are in Riga, the main one at Ventspils Ilea 
51, the other at Muku Ilea 51. Two other smaller plants Pumpuri 
and Lielupe, are located in Jurmala. Over one half of the total 
production is from the main plant, a little over one quarter from 
the other Riga plant, and the rest from the plants in Jurmala. The 
four plants are centrally administered but have separate production 
and marketing responsibilities.. Separation of the accounts for the 
individual plants is not possible. The Baltmaiznieks conglomerate 
currently has the highest production of bread of any bakery in 
Latvia.

Baltmaiznieks used to specialize in the production of a standard 
brick shaped form loaf produced from wheat flour. It now produces 
a total of eleven varieties of bread, including both wheat and rye 
bread. Production in 1992 from all four plants was:

Product Production (Metric tons)

Wheat bread 28878 
Rye/wheat bread 4041

Production of wheat bread was almost at the same level as in 1991, 
with production of rye/wheat bread slightly up on 1991. Production 
from all plants has been as high as 100 tons per day; about 80% of 
total capacity. Currently production is running at about 80 tons 
per day; a little over 60% of capacity. There is nothing stopping 
production being increased substantially if demand required it. 
Total staff numbers at all four plants in 1992 was 535.

There are shops at all of the factory sites as well as a separate 
shop in Riga. About one quarter of all Baltmaiznieks production is 
sold through its own stores, the rest being delivered to other 
shops. About 30% of sales are in cash, the rest being through bank 
transfers. There is a single selling price for all buyers. 
Baltmaiznieks has outstanding accounts payable of about LVR 50 
million from former state trading organizations that have now been 
privatized. These debts are probably uncollectible. Management is 
currently negotiating with the government for the acquisition of 
retail stores in compensation for the debts.

Title to property is unclear at the main plant and at both Jurmala 
sites. According to management, former owners have made claims at 
all three of these sites but this is still being investigated and 
no contact has been made with these individuals. Only the Muku 
Ilea site has a clean title.

losifs Volceks is the overall director of Baltmaiznieks, a position 
he has held since 1982. Prior to that he has variously been the



director of Druva and Daugavpils bakeries, and the chief engineer
at Druva. He is a graduate of the Institute of Mechanical
Engineering in Leningrad.

Ventspils Ilea 51 plant

This plant was built in 1967 and new lines were added in 1982. The 
bakery has six lines, three lines are for white bread and one line 
is for rye bread. It currently operates four of the six lines on 
two shifts. The first shift begins at 8pm and finishes at 7am. 
The second shift begins at 7am and finishes when the order is 
completed.

White bread is produced at 50 loaves per minute, rye bread at 40 
loaves per minute. The scaling weight of the white bread is 180 to 
450 grams. The scaling weight for rye bread is 700 to 800 grams. 
The maximum kilograms per man hour for white bread is 225kg for 
production and 135kg for production and shipping. The maximum 
kilograms per man hour for rye bread is 320kg for production and 
190kg for production and shipping. The dough production schedule 
is continuous.

Dough temperature 
Dough fermentation 
Type of make up 
Proofing time 
Baking time 
Cooling time

29-31 degrees Celsius
80-90 minutes
rotary divider
40 minutes
23 minutes (white bread)
1 hour

Major bakery equipment

10 flour bins (30 ton capacity)
3 weighing systems
3 flour sifters
3 spiral mixers
3 horizontal mixers
6 dividers
6 rounders
6 proofers
4 ovens
2 ovens
machine shop

Estimated replacement cost 
(LVR 000}

300
100
250
200
450
250
200
300

1,000
5,000

500

each 
each 
each 
each 
each 
each 
each 
each 
each 
each

Most of the equipment is 12-15 years old but has been well 
maintained. They make their own parts when they cannot purchase 
them. The current value of the equipment is approximately 15-20% 
of original cost. This plant has very little quality control and 
their sanitation would not meet western standards.



Muku I lea Plant

This plant was built in the 1980's. Both the building and the 
equipment have been well maintained. The plant has three lines 
with a capacity of 17-18 tons per day for dark bread and 30 tons 
per day for white bread. Currently twelve tons of white bread is 
produced in two shifts and two tons of dark bread is produced in 
one shift each day. There are 140 employees at the Muku Ilea plant 
with seven people on each line working two shifts. White bread is 
produced at 25 loaves per minute and dark bread at 45 loaves per 
minute. The scaling weight of the bread at the Muku Ilea plant is 
800 grams for rye, 800 grams for brick, and 400, 450 and 500 grams 
for white. Kilograms per man hour is 107.

The dough production schedule is a continuous run. Russian culture 
is used in the fermentation of rye bread, at 30-32 degrees Celsius. 
Compressed yeast is used in the fermentation of form bread and 
white bread at 29-30 degrees Celsius, for 90 to 120 minutes. 
Proofing time is 50 minutes for rye and 35 minutes for white.

The plant has one baguette line making 20 varieties of pastries. 
They also produce small 50 gram rolls on German equipment. This 
equipment was supplied by a prospective investor and is not owned 
by the bakery.

Major Bakery Equipment

6 flour tanks (24 ton capacity)
2 flour use tanks
3 horizontal mixers
2 overhead fermentation units
3 flour scales
3 dividers
6 rounders
3 overhead proofers
3 ovens, tunnel type
3 molders
2 spiral mixers
1 dark bread mixer, Russian
1 ingredient mixer
13 dough bowls
1 roll machine
1 sheeter
7 rack ovens
1 bowl hoist
1 rounder, umbrella type
2 small spiral mixers
for specialty breads
1 flour scale with vibrator
1 roll machine
1 electric deck oven
1 roll machine

Estimated Replacement Cost 
(LVR 000)

210 each
20 each
35 each 

400 each 
200 each 
250 each 
200 each 
125 each 
400 each 
200 each 
200 each 
150
50 
3 each

25
20
50 each
30 

200 
125 each

225
25
15

100



The Muku Ilea plant is well equipped, well maintained, and is more 
progressive than most bakeries in Latvia. Their equipment is in 
excellent condition although most is fully depreciated. The value 
of their equipment would be 45-50% of its original cost. They have 
a W3ll equipped quality control lab where they check flour protein, 
flour moisture and dough acidity. They also conduct quality checks 
on their products. Sanitation at this plant is very good and could 
probably pass minimum western sanitation standards.

Pumpuri Bakery

The Pumpuri bakery, which is located in Jurmala, was built during 
the 1930's. Three years ago they installed new mixers, proofer and 
oven, however, the equipment appears to have been built in the 
nineteen fifties or earlier. Pumpuri produces form wheat loaves 
and dark rye bread. All of the flour used is purchased in bags as 
opposed to the Riga plants which can deal with bulk flour.

The bread at Pumpuri is produced on two lines in three shifts with 
seven people per line. The scaling weight of the bread is 900 
grams for brick bread <md 500 grams to a kilogram for dark bread 
and dense rye bread. Kilograms per man hour is 73 and capacity is 
12 tons in three shifts.

Dough scheduling:

Fermentation is a two stage process using Russian culture 
supplemented with a small percentage of compressed yeast. First 
flour, water and yeast are combined and fermented for three hours. 
Additional flour, water, salt and any remaining ingredients are 
then added. This is remixed into a dough and shaped into loaves.

Fermentation temperature 
Type of make up 
Proofing time 
Baking time

28-30 degrees Celsius 
Two pocket rotary divider 
90 minutes 
23 to 48 minutes

Rye bread fermentation is a two stage system using compressed yeast 
where the first stage takes from 10 to 12 hours and the second 
stage takes approximately one and a half hours.

Major Bakery Equipment

1 flour sifter
2 flour scales
32 mixing bowls
3 mixers
2 ovens
2 overhead proofers

Estimated Replacement Cost 
(LVR 000)

250
200 each 

3 each 
200 each 
400 each 
300 each



Pumpuri is small and not very automated but it is running at full 
capacity. Most of the equipment is old. The value of the 
equipment is 0 to 5% of the original cost. They do not have a 
quality control program and their sanitation would not meet minimum 
Western standards.

Lielupe Bakery

Lielupe Bakery is located in Jurmala. It produces white bread, 
hand molded dark sour dough rye bread, dark dense bread, sweet 
bread and has plans to made French baguettes. All flour is 
purchased in bags and no Russian culture is used, only compressed 
yeast. Lielupe has a single line operated by nine people which is 
run on three shifts with a capacity of about 3.9 tons per shift. 
The scaling weight of the bread is 400 to 800 grams and kilograms 
per man hour is approximately 55.5.

Fermentation time 
Fermentation temperature 
Proof time 
Bake time 
Cooling time

3 hours
28-30 degrees Celsius
25 minutes
50 minutes
none

Manor Bakery Equipment

1 flour dump station
1 flour sifter
2 spiral mixers
2 flour scales
30 dough bowls
2 bowl hoists
2 dividers
2 rounders
1 french bread cutter
1 overhead proofer
2 boilers: one gas fired, one oil fired

Estimated Replacement Cost 
(LVR 000)

50
125
200
150

3
50

100
200
10

125
500

each

each 
each 
each 
each

each

The eguipment is very old except for a new gas fired boiler valued 
at 500,000 rubles. The rest of the equipment has little or no 
value. Lielupe does not have a quality control program and their 
sanitation would not meet minimum western standards.



BALTMAIZNIEKS BAKERY ENTERPRISE
Balance Sheet

Balances at December 31st 
(LVR in thousands)

UNAUDITED

1992 1991
ASSETS

Current Assets 
Cash
Short term investments 
Accounts receivable 
Inventory 
Other 
Total Current Assets

Fixed Assets
Assets under construction
Other Long term Assets

TOTAL ASSETS

15,354
0

113,369
32,856

187
161,766

6,707
8,200

30

176,703

3,600
0

1,934
3,452

36
9,022

2,141
659
350

12.172

LIABLITIES AND EQUITY

Current Liablities 
Accounts payable 
Other short term payables 
Other 
Total Current Liabilities

Long Term Debt 

Total Liabilities

Equity
Capital & retained earnings 
1992 Revaluation reserve 
Total Equity

TOTAL LIABILITIES & EQUITY

67,368
0

21,039
88,407

0

88,407

83,271
5,025

88,296

3,643
0

2,514
6,157 

0 

_6,157_

6,015
__0_
6,015

176.703 12.172

The accompanying notes to the financial statements are an integral part of this document.



BALTMAIZNIEKS BAKERY ENTERPRISE
Income Statement

For year ended December 31st 
(LVR in thousands)

UNAUDITED

1991

Sales
Less: Turnover Tax 

Net sales

Less: Cost of Goods Sold 

Gross profit

Other Income 
Less: Other Expenses 

Net Other Income

PROFIT (LOSS)

Taxes

NET PROFIT (LOSS)

0
0

1992

668,885
15.449

653,436

495.741

157,695

760
798 _____
(38) 0

157,657 0

71,007 0

0
0

86,650 0

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

BALTMAIZNIEKS BAKERY ENTERPRISE

Line 
Nos.

Balance Sheet (Bilanco)

Assets (Aktivs)

31 Dec 1991 31 Dec 1992 1 Jan 1992

010 Fixed Assets
O20 Intangible Assets
030 Assets under construction
035 Assets not ready for use
O40 Long term investments
050 Current year profit/offset 500 or 510
065 Amounts due from members
070 Other receivables
080 Current year loss/offset 500 or 510
090 Total - check

100 Raw Materials and consumables
110 Work in progress
120 Work in progress
130 Prepaid expenses
140 Finished goods
150 Finished goods
160 Other inventory
170 Total
171 Goods in transit

200 Cash on hand
210 Cash in bank
220 Hard currency accounts
230 Other bank accounts
240 Other bank accounts
250 Short term investments
270 Bank loan monies rec'd
300 Trade accts receivable
310 Bills of exchange
320 Payments in advance
325 Tax overpayments rec'ble
330 Other debtors
340 Employee loans
350 Social welfare expenses
360 Other receivables
370 Total - check

390 Total - check

10,012

303
356
350

6,255

17,276

3,483

4
54

3,541

14,775

3,175
5,025

30
157,617

15,0371

180,622

32,851

24
121
59

33,055

3,550 

50

1,743

191 
32

1,325 
13,689 

340

100,282

5,797 
7,290 

163

The accompanying notes to the financial statements art* an integral pan* of this document.



UNAUDITED
1

BALTMAIZNIEKS BAKERY ENTERPRISE
Line
Nos. Liabilities (Pasivs) 31 Dec 1991

400 Statutory fund
410 Accum depreciation
420 Depreciation consumables
430 Investment financing
440 Other payables
445 Obligations to members
450 Financing reserve
460 Vaccation accrual
470 Amortization & Repairs
480 Payments received in advance
490 Unrealised profit on sales
500 or 510 Profit
520 Total - check

600 Short term payables
610 Medium term payables
620 Long term payables
630 Overdue loans!
640 Short term loans
650 Long term loans
660 Total - check

700 Accts payable - goods
710 Bills of exchange
720 Payments received in advance
730 Taxes payable
735 Privatization expenses
740 Social pension tax
750 Accured salaries
760 Other payables
765 Employee loans
770 Other
780 Total - check

800 Total - check

Fixed asset movement 
Accumulated Dep 
Difference Net Assets 
Statutory Fund movement

31 Dec 1992 1 Jan 1992

2,880 
7,871

85 
707

2,428 
132

6,255
20.358

24,718 
8,068

175 

63,578

157,617
254.156

0

2,114

927

220 
382 
966

1,416
6.025 

26.383

0

41,068

22,286

1,479 
2,535 

15,061

5,978
88.407 

342.563

7,905 i 
7,871 !

2,428 1

Calculation 
5,025 

0 
5.025 
5.025

The accompanying notss to the financial statements are an integral part of this document.



UNAUDITED

BALTMAIZNIEKS BAKERY ENTERPRISE 
Income Statement (Finansu Rezultanti)
Line 
Nos.

010 Revenue from goods sold
020 Turnover tax
030 Sales less tax -check
040 Product and period costs
050 Profit -check
060 Other sales results
070 Non-sales operations
071 Investment Income
080 Profit and loss totals
090 Net profit - check

100 Non taxable income
101 Value of stock sold

1992 
Revenues

668,885

653,436

1992 1991 1991 
Costs Revenues Costs

15,449
0

495,741
157,695

720 
40

158,415 
157,617

6,140

0

798 
605
798 0 0 

0

605

Use of Profits Statement 1992 
(Pelnas Izlietosana)

200 Income tax expense
210 To reserves
220 To capital funds
221 To the investmsmt fund
230 To dividends
240 To previous year's losses
250 Donations
260 Other

Uses of profits - check

1992

71,007

80,169
19,215

6,441

221 is subset of 220

157.617

Use of Profits Statement 1991 
(Pelnas Izlietosana)

200 Income tax expense
210 To reserves
220 Production Development
230 Social development
240 Employee bonus/incentives
250 Donations
260 Other
270 Other

Uses of profits -check

1991

The accompanying notes to the financial statements are an integral part of this document



UNAUDITED

BALTMAIZNIEKS BAKERY ENTERPRISE
Comments On Financial Statement Input

Only the 1992 financial statements were available for this enterprise, the 1991 
balance sheet was calculated based on the January 1,1992 beginning balances 
with an adjustment for the fixed asset revaluation, no income statement is 
presented for 1991.

The accompanying notes to the financial statements are an integral part of this document.



Notes to Financial Statements - Enterprise Specific 
Baltmaiznieks Bakery

Note i - Significant Accounting Principles

As stated in more detail in the general notes and summary, 
Baltmaiznieks bakery (Baltmaiznieks), like other Latvian 
enterprises, during 1992 managed its accounts and financial 
reporting according to Republic regulations and guidelines. 
As such, Baltmaiznieks did not employ a full accrual basis in 
recording assets and liabilities or in the recognition of 
income or realization of expenses during 1992 or 1991. The 
handling of accounts may be considered a modified cash basis 
with some accrual accounting in accordance with Latvian 
accounting practices and regulations in effect during the 
periods presented.

Fixed Assets are carried at historical cost and depreciated 
over the useful life (as prescribed by Latvian regulations) 
using the straight line method. However, fixed assets were 
revalued according to Latvian regulations on both January 1st 
of 1992 and 1993. The basis and coefficients employed in 
revaluation are discussed in more detail in the general notes 
to the financial statements.

Land (property) values were not recorded on enterprise 
financial statements in Latvia during any of the yaars 
presented.

A cash flow statement is not included in the financial 
statements presented, as the 1992 and 1991 Latvian accounts 
were not conducive to its preparation. Cash is held in 
Latvian currency (LVR), hard currencies (e.g. DM, US$), and 
other currencies (e.g. Russian, Georgian) , exchange gains and 
losses are included in Baltmaiznieks 1 net income.

Note 2 - Accounts Receivable

Accounts Receivable for Baltmaiznieks includes the following 
in thousands of LVR at December 31st:

Type of Accounts Receivable
Trade Accounts Receivable
Tax Overpayments Receivable
Other Receivables

TOTAL

1992

100,282

5,797

7,290

113,369

1991

1,743

0

191

1,934



Baltmaiznieks did not record any allowance for bad debts to 
reduce the amount of the reported accounts receivable. 
According to management, they have approximately 50 million 
LVR in overdue and uncollectible receivables from former state 
trading companies which were privatized and are no longer 
responsible for the state debts. Management is pursuing 
recourse with the state in the form of obtaining new stores 
equal to the value of the debts owed to them. They have 
represented that all other receivables are current, and are 
paid within 30 days. Approximately, 40% of sales are credit, 
the other 60% is paid in cash. Under new regulations, Latvian 
enterprises are allowed to collect fines from debtors for late 
payments.

Note 3 - Inventories

Inventories appear to be accounted for on a first in first out 
(FIFO) basis. An allowance for loss or spoilage is not 
recorded by the enterprise, nor does the carrying amount of 
inventory necessarily reflect the net realizable value of the 
inventory.

Note 4 - Fixed Assets

Fixed assets are generally carried at historical cost, as 
previously noted, except for the revaluations which have 
occurred in 1992 and 1993. Depreciation is expensed and 
accumulated on a straight line basis using the asset category 
useful lives as prescribed by regulations (see general notes 
for examples) . Typically, the useful life of an asset, under 
Latvian regulations, is significantly longer than the life 
considered appropriate by Western standards.

The following table displays the gross book value of fixed 
assets, accumulated depreciation, and net book value at 
December 31, 1991, after revaluation a1 : January 1, 1992, and 
at December 31, 1992 for Baltmaiznieks. Amounts are expressed 
as thousands of LVRs.

Fixed Asset - Gross
Less: Accumulated 

Depreciation

Net Fixed Assets

12/31/91

n/a

n/a

2,141

1/1/92

15,037

7,871

7,166

12/31/92

14,775

8,068

6,707

In the fixed asset category as presented on the financial 
statements, apartment buildings are included. Under the 
privatization law, such buildings will be removed from the



assets of the enterprise and privatized separately. 
Consequently, the net book value of assets presented in these 
financial statements may overstate the net book value of the 
assets the actually to be privatized as the bakery enterprise. 
Baltmaiznieks may own such assets (dwellings).

Also see Note 8 regarding restitution claims.

Note 5 - Taxes

Baltmaiznieks is subject to various taxes as an enterprise 
under Latvian regulations. The major taxes and the basis of 
the taxes assessed are outlined below.

Type of Tax Tax Base

Turnover Tax Sales
Income Tax Profit
Charity Tax Profit
Other & Property Taxes Profit
Social Tax Payroll

Percent of Base

6
35
10
5

37

Note 6 - Credit Disclosures

Baltmaiznieks financial statements include only current types 
of payables, including taxes payable, trade payables to 
suppliers, accrued salaries, and other rents, etc. They do 
not represent to have any bank loans or long term debt, which 
is consistent with other Latvian enterprises, due to the 
banking system which currently does not extend such types of 
credit.

Note 7 - Equity Disclosures

Baltmaiznieks is currently a state enterprise. Equity on the 
balance sheet has been segregated to show separately the 
amount of equity which is the rasult of increases realized due 
to fixed asset revaluation at January 1, 1992, and the total 
amount of equity associated with capital, retained earnings, 
and perhaps previous revaluations.

Note 8 - Contingent Liabilities

As is the case with all Latvian enterprises involved in 
privatization, potential claims may exist in regard to 
restitution to the pre-1941 land or building owners. 
According to Baltmaiznieks, of their four sites, one site in 
Riga is on state j.and, the main Riga site is on private land, 
and their two Jurmala sites are believed to be on private 
land. At least one claim by a former owner has been filed,



but no contact or resolution has been confirmed. Additional 
claims may be forthcoming from other previous owners 
(descendants) . No liability reserves for potential future 
claims have been included in the financial statements.

Note 9 - Other Notes

As stated in the general notes to the financial statements, 
Latvia has been in a transitional environment. Baltmaiznieks' 
operations and financial statements have been impacted by such 
pressures as periods of high inflation, significant demand 
shifts due to price liberalization and lifting of subsidies, 
dramatic policy and regulation changes involved in the shift 
from socialism to capitalism, and the appreciation of the 
Latvian Ruble against currencies of other former Soviet 
republics. As such, the financial statements presented have 
significant limitations as to analytical value in comparing 
between time periods and between enterprises. The notes have 
merely presented and outlined the major factors and conditions 
underlying the financial statements which would influence 
their utility for users in making assessments of the 
enterprise's financial condition.



Vidzeme Bakery

[Important Note. The Vidzeme bakery is currently leased out to a 
company owned by the staff and management of the bakery. Because 
of the management's financial interest in the Vidzeme bakery they 
were reluctant to provide detailed information on some operational 
aspects of the bakery and on its financial performance. The 
financial information that was obtained came from government 
sources. A visit to the subsidiary plant producing barancs was 
also not possible so the description of the plant and major 
equipment refers only to the main plant.]

Vidzeme Bakery of a main plant located in Ropazu I lea in Riga and 
a small subsidiary plant producing barancs located in the 
Siekurkalns district of Riga. The subsidiary plant only operates 
intermittently as it can not compete with cheap imports of barancs 
from Russia.

The operation of the bakery was taken over in 1989 by a cooperative 
formed by the managers and some of the employees of the. bakery. In 
1991 the cooperative members formed a limited liability company 
which took ?i lease of the plant. The current lease expires on July 
1, 1993. Some of the assets of the bakery, including part of an 
apartment block built by the bakery, are owned by the limited 
liability company as they were purchased with the profits of the 
company.

Vidzeme basically produces four varieties of rye bread, some wheat 
bread as well as cakes and pastries. Originally it only produced 
dark rye and sour dough bread. In 1993 it began producing small 
quantities of white bread by hand. Production in 1992 was:

Product

Rye bread 
Wheat bread 
Rye/wheat bread 
Cakes

Production (Metric Tons)

404
643

5978
615

Bread production in 1992 was down almost 20% from 1991 levels and 
cake production was down by over 20%. Production of all products 
in 1993 so far is down on 1992 levels. Vidzeme is currently 
running at approximately 60% of capacity.

The main plant was built in i960. It has the capacity to produce 
about 40 tons of bread per day. Total staff numbers are about 360 
which has remained roughly constant except for the shedding of some 
30 to 40 people from the barancs plant.

Vidzeme operates three lines for bread using two shifts with five



people per shift. They produce 19-21 loaves per minute. The rye 
bread has a scaling weight of 600 grains and 800 grams. The white 
bread has a scale weight of 450 grains. Kilograms per man hour is 
113 for 450 gram bread, 151 for 600 gram bread, and 202 for 800 
gram bread.

All of the rye bread is made from Russian sour culture. They do 
not use any compressed yeast in rye production, but they add 5% 
sprouted grain to their fermentation for flavor. Compressed yeast 
is used for white bread production. Dough scheduling is a 
continuous run.

Dough temperature 
Dough fermentation 
Type of make up 
Proofing time 
Baking time 
Cooling time

29-31 degrees Celsius
6-8 hours
two pocket rotary divider
55-70 minutes
39-43 minutes
none

Manor bakery equipment

8 flour bins (capacity 30 tons)
8 flour use bins
12 fermentation tanks
4 mixers
4 dividers
4 molders
4 overhead tenuous
4 ovens
2 air compressors
2 refrigerator compressors
2 flour sifters
machine shop equipment
cake shop equipment

Estimated replacement cost 
(LVR 000)

300
14
50

200
250
20
50

200
75

100
250
500

1,300

each 
each 
each 
each 
each 
each 
each 
each 
each 
each 
each

The equipment is fairly well maintained. Its value would be 
approximately 10-15% of original value. They have very little 
quality control and their sanitation would not meet western 
standards.

Vidzeme leases six stores in Riga for selling its products. About 
70% of revenue is from bread production and 30% from cakes, 
pastries and the hand made white bread. Vidzeme is aiming to 
produce high quality products in an endeavor to maintain sales 
volumes.

Janis Celms is the director of the bakery and a shareholder in the 
limited liability company. He has been the director since 1978. 
He was trained as an electrical engineer but has worked principally 
in management positions.



VIDZEMES BAKERY ENTERPRISE
Balance Sheet

Balances at Decemh' •• 0 st 
(LVR in thousands)

UNAUDITED

1992 1991
ASSETS

Current Assets 
Cash
Short term investments 
Accounts receivable 
Inventory 
Other 

Total Current Assets

Fixed Assets
Assets under construction
Other Long term Assets

TOTAL ASSETS

3,870
865

26,405
23,258

28
54,426

7,409
454

0

58
100

1,927
3,378

29
5,492

5,829
532

0

62.289. 11.853

LIABLITIES AND EQUITY

Current Liablities 
Accounts payable 
Other short term payables 
Other 
Total Current Liabilities

Long Term Debt 

Total Liabilities

Equity
Capital & retained earnings 
1992 Revaluation reserve 
Total Equity

TOTAL LIABILITIES & EQUITY

26,957
0

8,359
35,316

0

35.316 .

2,406
0

1,324
3,730

0

3.730

26,973 7,955 
Not Available____0_ 

26.973 7.955

62.289 11.685

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

VIDZEMES BAKERY ENTERPRISE 
Income Statement

For year ended December 31st 
(LVR in thousands)

Sales
Less: Turnover Tax 

Net sales

Less: Cost of Goods Sold 

Gross profit

Other Income
Less: Other Expenses 

Net Other Income

PROFIT (LOSS)

Taxes

NET PROFIT (LOSS)

1992

234,089
8.814

225,275

191,154

34,121

9,156
0

9,156

43,277

13.842

29,435

1991

0
0

0

0
0

0

0

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

VIDZEMES BAKERY ENTERPRISE
Balance Sheet (Bilance) 

Line 
Nos. Assets (Aktivs)

31 Dec 1991 31 Dec 1992 1 Jan 1992

010 Fixed Assets
C20 Intangible Assets
030 Assets under construction
035 Assets not ready for use
040 Long term investments
050 Current year profit/offset 500 or 510
O65 Amounts due from members
O70 Other receivables
O80 Current year loss/offset 500 or 510
090 Total - check

100 Raw Materials and consumables
110 Work in progress
120 Work in progress
130 Prepaid expenses
140 Finished goods
150 Finished goods
160 Other inventory
170 Total
171 Goods in transit

200 Cash on hand 
210 Cash in bank 
220 Hard currency accounts 
230 Other bank accounts 
240 Other bank accounts 
250 Short term investments 
270 Bank loan monies rec'd 
300 Trade accts receivable 
310 Bills of exchange 
320 Payments in advance 
325 Tax overpayments rec'ble 
330 Other debtors 
340 Employee loans 
350 Social welfare expenses 
360 Other receivables 
370 Total - check

;;J90 Total - check

10,576 

532

3,070

13,134 

454

43,277

10,576
***

14,178

3,133

135

3,268
168

56,865

22,442

994

23,436

14 
39

5

100

1,916

11 
29

2.114

19.728

1 ,240 
2,597

33

865

26,398

7 
28

31.168

1 1 1 .469

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

VIDZEMES BAKERY ENTERPRISE
Line
Nos. Liabilities (Pasivs)

400 Statutory fund
410 Accum depreciation
420 Depreciation consumables
430 Investment financing
440 Other payables
445 Obligations to members
450 Financing reserve
460 Vaccation accrual
470 Amortization & Repairs
480 Payments received in advance
490 Unrealised profit on sales
500 or 510 Profit
520 Total - check

600 Short term payables
610 Medium term payables
620 Long term payables
630 Overdue loans!
640 Short term loans
650 Long term loans
660 Total - check

700 Accts payable - goods
710 Bills of exchange
720 Payments received in advance
730 Taxes payable
735 Privatization expenses
740 Social pension tax
750 Accured salaries
760 Other payables
765 Employee loans
770 Other
780 Total - check

800 Total - check

31 Dec 1991 31 Dec 199?. 1 Jan 1992

5,495
4,747

58
532

338
1,928

3,070
16.168

4,944
5,725

178

7,875
22,029

43,277

**

5,495 | 
4,747 \

See Com

84.028

1,803

306

69
228
365

2
619

3.392

19.560

17,024

6,773

889
2,271

184

300
27.441

111.469

1,928

Fixed asset movement 
Accumulated Dep 
Difference Net Assets 
Statutory Fund movement

Calculation 
0 
0 
0 
0

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

VIDZEMES BAKERY ENTERPRISE 
Income Statement (Finansu Rezultanti)
Line 
Nos.

010 Revenue from goods sold
020 Turnover tax
030 Sales less tax - check
040 Product and period costs
050 Profit - check
060 Other sales results
070 Non- sates operations
071 Investment Income
080 Profit and loss totals
090 Net profit -check

100 Non taxable income
101 Value of stock sold

1992 1992 1991 1991 
Kit) venues Costs Revenues Costs

234,089 
8,814

225,275 0
191,154 .

34,121 0
9,156

43,277 000 
43,277 0

4,458 
9,156

Use of Profits Statement 1992 
(Pelnas Izlietosana)

200 Income tax expense
210 To reserves
220 To capital funds
221 To the investmemt fund
230 To dividends
240 To previous year's losses
250 Donations
260 Other

Uses of profits - check

1992

221 is subset of 220

43.277

Use of Profits Statement 1991 
(Pelnas Izlietosana)

200 Income tax expense
210 To reserves
220 Production Development
230 Social development
240 Employee bonus/incentives
250 Donations
260 Other
270 Other

Uses of profits - check

1991

The accompanying notes to the financial statements are an integral part of this document



UNAUDITED

VIDZEMES BAKERY ENTERPRISE
Comments On Financial Statement Input

* The 1992 Latvian financial statements have been used for this enterprise, the 
balance sheet amounts at January 1, 1992 are used as the December 31,1991 
ending balances, adjusted for the revaluation of assets occuring January 1,1992. 
Consequently, profit and loss information for 1991 is not presented.

;i
** Line 455 was added as a write in account, the translated meaning is Charter j 

Statutory funds. For purposes of this analysis, the amounts presented for 1991 ; 
and 1992 have been reclassed to Line 400, Statutory Funds, all rolling up to equity.;!

i

*** No adjustment for the revaluation is apparent in the 1992 financial statements, ,; 
consequently, equity is presented in total only, as the 1992 revaluation amount i 
is not identifiable. '\

i! 
Limited liability company, provided no financial information.

The accompanying notes to the financial statements are an integral part of this document.



Notes to Financial Statements - Enterprise Specific 
Vidzeme Bakery

NOTE: The scope of the enterprise specific notes of the Vidzeme 
bakery was impaired/ as the management of this enterprise 
was not interested in supporting this effort, due to its 
current lease of state assets in its limited liability 
status. Consequently, only general information which is 
believed to be relevant to Latvian bakery enterprises in 
general is presented.

Note 1 - Significant Accounting Principles

As stated in more detail in the general notes and summary, 
Vidzeme bakery (Vidzeme) , like other Latvian enterprises, 
during 1992 should have managed its accounts and financial 
reporting according to Republic regulations and guidelines. 
As such, a full accrual basis of accounting for assets and 
liabilities or in the recognition of income or realization of 
expenses during 1992 or 1991 is not typically employed. The 
handling of accounts may be considered a modified cash basis 
with some accrual accounting in accordance with Latvian 
accounting practices and regulations in effect during the 
periods presented.

Fixed Assets, under regulations, are carried at historical 
cost and depreciated over the useful life (as prescribed by 
Latvian regulations) using the straight line method. Whether 
or not Vidzeme revalued fixed assets according to Latvian 
regulations on both January 1st of 1992 and 1993 is not 
discernable from the available financial statements, nor would 
management confirm this. The basis and coefficients typically 
employed in revaluation are discussed in more detail in the 
general notes to the financial statements.

Land (property) values were not recorded on Latvian enterprise 
financial statements in Lsuvia during any of the years 
presented.

A cash flow statement is not included in the financial 
statements presented, as the 1992 and 1991 Latvian accounts 
were not conducive to its preparation. Cash is held in 
Latvian currency (LVR), hard currencies (e.g. DM, US$), and 
other currencies (e.g. Russian, Georgian), exchange gains and 
losses are included generally in net income by Latvian 
enterprises. Whether or not Vidzeme included these items in 
net income is again unknown.



Note 2 - Accounts Receivable

Accounts Receivable for Vidzeme includes the following in 
thousands of LVR at December 31st:

Type of Accounts Receivable

Trade Accounts Receivable

Other Receivables

TOTAL

1992

26,398

7

26,405

1991

1,916

11

1,927

Vidzeme most likely did not record any allowance for bad debts 
to reduce the amount of the reported accounts receivable. No 
information as to the status and collectability of accounts 
receivable was provided by Vidzeme's management. Under new 
regulations, Latvian enterprises are allowed to collect 5% in 
fines from debtors for late payments.

Note 3 - Inventories

Inventories most likely were accounted for on a first in first 
out (FIFO) basis. An allowance for loss or spoilage was most 
likely not recorded by the enterprise, nor does the carrying 
amount of inventory necessarily reflect the net realizable 
value of the inventory.

Note 4 - Fixed Assets

Fixed assets are generally carried at historical cost by 
enterprises of this type, as previously noted, except for 
revaluations which have occurred in 1992 and 1993. 
Depreciation is expensed and accumulated on a straight line 
basis using the asset category useful lives as prescribed by 
regulations (see general notes for examples). Typically, the 
useful life of an asset under Latvian regulations is 
significantly longer than that considered appropriate by 
Western standards.

The gross fixed assets and accumulated depreciation are 
presented below, as presented on Latvian financial statements. 
It is not clear from the financial statements whether or not 
revaluations of fixed assets were performed by Vidzeme.



Fixed Asset - Gross

Less: Accumulated 
Depreciation

Net Fixed Assets

12/31/92

13,134

5,725

7,409

In the fixed asset category as presented on the financial 
statements, apartment buildings are included. Under the 
privatization law, such buildings will be removed from the 
assets of the enterprise and privatized separately. 
Consequently, the net book value of assets presented in these 
financial statements may overstate the net book value of the 
assets actually to be privatized as the bakery enterprise. 
Vidzeme stated that they did own an apartment building which 
had been constructed with both state funds and funds from the 
cooperative and form the limited liability company which are 
included in the fixed assets presented in the financial 
statements. It is unclear how this building will be handled 
under the privatization process.

Also see Note 8 regarding restitution claims.

Note 5 - Taxes

Vidzeme management did not provide information of the taxes it 
is subject to as a limited liability company.

Note 6 - Credit Disclosures

Vidzeme 's financial statements appear to include only current 
types of payables, which may include taxes payable, trade 
payables to suppliers, accrued salaries, and other rents, etc. 
They do not present any long term debt on their financial 
statements, which is consistent with other Latvian 
enterprises, due to the banking system which currently does 
not extend such types of credit.

Note 7 - Equity Disclosures

Vidzeme is currently a limited liability company leasing state 
assets. Equity on the balance sheet has not been segregated 
to show separately the amount of equity which is the result of 
increases realized due to fixed asset revaluation at January 
1, 1992, and the total amount of equity associated with 
capital, retained earnings, and perhaps previous revaluations.



Note 8 - Contingent Liabilities

As is the case with all Latvian enterprises involved in 
privatization, potential claims may exist in regard to 
restitution to the pre-1941 land or building owners. Vidzeme 
management are in the process of investigating whether any 
former owners of the land at the main plant exist and have 
filed any claims. They are aware of a former owner of the 
Ciekurkalns plant property but have had no contact with this 
individual.

Note 9 - Other Notes

As stated in the general notes to the financial statements, 
Latvia has been in a transitional environment. Vidzeme's 
operations and financial statements have been impacted by such 
pressures as high inflation, significant demand shifts due to 
price liberalization and lifting of subsidies, dramatic policy 
and regulation changes involved in the shift from socialism to 
capitalism, and the appreciation of the Latvian Ruble against 
the currencies of former Soviet republics. As such, the 
financial statements presented have significant limitations as 
to analytical value in comparing between time periods and 
between enterprises. The notes have merely presented and 
outlined the major factors and conditions underlying the 
financial statements which would influence their utility for 
users in making assessments of the enterprise's financial 
condition. The restricted range of information provided by 
Vidzeme management further impairs the utility of the 
financial information presented in this format.



Liepaja Bakery

The Liepaja bakery is a state enterprise with two plants, the main 
one being at Liepaja, Riga, 63/65. As Liepaja was originally the 
only bakery in the area it produces a full range of about fifteen 
different bread products as well as rolls and some pastry products. 
Production in 1992 was:

Product

Rye bread 
Wheat bread 
Other products

Production (metric tons)

3529
4375
3018

Total production in 1992 was down almost 20% down on 1991 levels 
although wheat bread production rose slightly. Production in the 
first quarter of 1993 is again down on 1992 levels, but by a lesser 
amount. A significant part of the reduction in output can be 
explained by the departure of the military from the area. The 
military used to purchase about seven tons per day of bread but 
their purchases are now down to about one ton per day.

The building in which the main bakery is housed is over 100 years 
old. The bakery was first established on that site in 1941. The 
second bakery was built in 1956, with some new equipment being 
installed in 1983. Both bakeries have three lines of which two at 
each bakery are currently being operated on two shifts per day. 
The plants together have produced as much as 50 tons per day, but 
are currently operating at around 25-30 tons per day. Total staff 
numbers are 250 but this includes construction workers working on 
the two apartment buildings the bakery owns as well as teachers 
from the kindergarten that the bs -y operates. There are less 
than 200 workers actually emp 1 " the two bakeries.

Main Bakery

The main bakery has thine lines, with one in reserve. There are 14 
people on each line which operate on two shifts. Fifty percent of 
their production is basically hand Grafted. The scaling weight of 
the bread is 100 grams and one kilogram. The bakery does not keep 
a record of the number of loaves produced per minute. It is 
estimated that the plant would do x^ell to produce 12 to 16 loaves 
per minute, or 11 to 12 kilograms per minute. They use a Russian 
sour culture for producing black rye bread and compressed yeast for 
producing white bread.



Dough Scheduling:

Fermentation temperature 
Fermentation time

Type of make up

Proofing time 
Baking time

28-30 degrees Celsius
2 1/2 to 3 hours, depending on
the weather
Rotary divider and hand scaling
plus considerable hand molding
30 minutes
400 grams: 21-23 minutes
600 grams: 30 minutes
1 kilogram: 45-50 minutes

Manor Bakery Equipment Estimated Replacement Cost 
(LVR 000)

4 flour bins (30 ton capacity) 300 each
6 flour use bins (1 1/3 ton capacity 14 each
1 fermentation tank, not in us 350
2 blenders 150 each
70 mixing bowls 3 each
9 spiral mixers 200 each
1 horizontal mixer 300
4 flour scales 200 each
3 dividers 250
3 rounders 200 each
2 molders 10 each
3 overhead proofers 125 each
3 ovens 37 tray oil fired 300

24 tray oil fired 190
28 tray oil fired 225

1 baguette molder 40
3 air compressors 130 each

The value of the majority of the equipment is close to zero
probably having its highest value as scrap iron. Quality control 
is almost non-existent in Liepajas and their sanitation would not 
meet minimum western standards.



Liepaja Subsifiary Bakery

The subsidary bakery also operates two lines on two shifts per day 
with one line in reserve.

Manor Bakery Equipment Estimated Replacement Cost

6 flour bins (30 ton capacity)
2 use bins (1.4 ton capacity)
3 bread lines, divider overhead even
3 fermentation units
3 blenders
6 fermentation tanks

(LVE 000)
300 each

14 each
1,000 each

300 each
100 each

50 each

The equipment at this bakery would be valued at approximately 10- 
15% of its original cost.

Liepaja bakery owns three shops and leases one other. It also use 
two trucks to sell its products. About 25-30% of all its sales are 
Fade through these outlets. Liepaja is considering opening an 
additional shop in Priekule. All sales currently are made within 
a 30 kilometer radius of the bakeries, mostly to the old collective 
farms, the city's central stores, and the remains of the old 
wholesale distribution system. A single wholesale price is offered 
to all buyers. There are only a few small private bakeries in the 
region that together produce about one ton of bread per day that 
provide any competition to Liepaja bakery.

Anatolijs Rjazisenkovs is the director of the bakery, a position he 
has held for ten years. He was trained as an electrical engineer 
but has worked mainly in management positions.



LIEPAJA BAKERY ENTERPRISE
Balance Sheet

Balances at December 31st 
(LVR in thousands)

UNAUDITED

1992 1991
ASSETS

Current Assets 
Cash
Short term investments 
Accounts receivable 
Inventory 
Other 

Total Current Assets

Fixed Assets
Assets under construction
Other Long term Assets

TOTAL ASSETS

4,590
0

6,437
17,285

1
28,313

3,952
331

0

32.596 _

914
0

506
1,745

3
3,168

1,236
288

0

4.692

LIABUTIES AND EQUITY

Current Liablities 
Accounts payable 
Other short term payables 
Other 

Total Current Liabilities

Long Term Debt 

Total Liabilities

Equity
Capital & retained earnings 
1992 Revaluation reserve 
Total Equity

TOTAL LIABILITIES & EQUITY

14,159
0

8,774
22,933

0

8,345
1,318
9,663

32.596

984
0

982
1,966

0

22,933 1,966

2,726
0

2.726

4.692

The accompanying notes to the financial statements are an integral part of this document.



LIEPAJA BAKERY ENTERPRISE
Income Statement

For year ended December 31st 
(LVR in thousands)

UNAUDITED

1992 1991

Sales
Less: Turnover Tax 

Net sales

Less: Cost of Goods Sold 

Gross profit

Other Income 
Less: Other Expenses 

Net Other Income

PROFIT (LOSS)

Taxes

NET PROFIT (LOSS)

217,736 
5,931

211,805

180,862

30,943

0 
3,807
(3,807)

27,136

11,499

15,637

0 
0
0

0

0

0 
0
0

0

0

0

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

LIEPAJA BAKERY ENTERPRISE 
Balance Sheet (Bilance)

Line
Nos. Assets (Aktivs)

31 Dec 1991 31 Dec 1992 1 Jan 1992

010 Fixed Assets
020 Intangible Assets
030 Assets under construction
035 Assets not ready for use
040 Long term investments
050 Current year profit/offset 500 or 510
065 Amounts due from members
070 Other receivables
080 Current year loss/offset 500 or 510
090 Total - check

100 Raw Materials and consumables
110 Work in progress
120 Work in progress
130 Prepaid expenses
140 Finished goods
150 Finished goods
160 Other inventory
170 Totai
171 Goods in transit

200 Cash on hand 
210 Cash in bank 
220 Hard currency accounts 
230 Other bank accounts 
240 Other bank accounts 
250 Short term investments 
270 Bank loan monies rec'd 
300 Trade accts receivable 
310 3ills of exchange 
320 Payments in advance 
325 Tax overpayments rec'ble 
330 Other debtors 
340 Employee loans 
350 Social welfare expenses 
360 Other receivables 
370 Total - check

390 Total - check

4,564

129
159

1,726

6,578

1,745
20

36

1,801

7,507

130
201

27,136

5,882!

34,974

15,123
1,069

1,184

17,376

898 

16

99

25 
82 

3

300
1.423

9.802

1,097 
3,448 

43 
2

4,370

2,067 
1

11.028

63.378

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

LIEPAJA BAKERY ENTERPRISE
Line
Nos. Liabilities (Pasivs)

400 Statutory fund
410 Accum depreciation
420 Depreciation consumables
430 Investment financing
440 Other payables
445 Obligations to members
450 Financing reserve
460 Vaccation accrual
470 Amortization & Repairs
480 Payments received in advance
490 Unrealised profit on sales
500 or 510 Profit
520 Total - check

600 Short term payables
610 Medium tsrm payables
620 Long term payables
630 Overdue loans!
640 Short term loans
650 Long term loans
660 Total - check

700 Accts payable - goods
710 Bills of exchange
720 Payments received in advance
730 Taxes payable
735 Privatization expenses
740 Social pension tax
750 Accured salaries
760 Other payables
765 Employee loans
770 Other
780 Total - check

800 Total - check

31 Dec 1991 31 Dec 1992 1 Jan 1992

1,847 
3,328

56 
278

601 
1

1,726
7.837

4,215 
3,555

91 

5,448

27,136
40.445

0

560

178 
94

146 
184

803
1.965 

9.802

0

9,911

2,760 
2,257

838 
1,155 
5,141

873
22.933 

63J78

3,165 
3,328

601

Fixed asset movement 
Accumulated Dep 
Difference Net Assets 
Statutory Fund movement

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

LIEPAJA BAKERY ENTERPRISE 
Income Statement (Finansu Rezultanti)
Line 
Nos.

010 Revenue from goods sold
020 Turnover tax
030 Sales less tax - check
040 Product and period costs
050 Profit - check
060 Other sales results
070 Non-sates operations
071 Investment Income
080 Profit and loss totals
090 Net profit - check

100 Non taxable income
101 Value of stock sold

1992 
Revenues

1992 
Costs

1991 
Revenues

1991 
Costs

217,736

21 1 ,805
5,931

0
180,862

30,943 0

3,807

30,943 
27,136

3,607 0 0 
0

5,979

Use of Profits Statement 1992 
(Pelnas Izlietosana)

200 Income tax expense
210 To reserves
220 To capital funds
221 To the investmemt fund
230 To dividends
240 To previous year's losses
250 Donations
260 Other

Uses of profits - check

1992

221 is subset of 220

27.136

Use of Profits Statement 1991 
(Pelnas Izlietosana)

200 Income tax expense
210 To reserves
220 Production Development
230 Social development
240 Employee bonus/incentives
250 Donations
260 Other
270 Other

Uaes of profits - check

1991

The accompanying notes to the financial statements are an integral part of this document



Notes to Financial Statements - Enterprise Specific 
Liepaja Bakery Enterprise

Note 1 - Significant Accounting Principles

As stated in more detail in the general notes and summary, 
Liepaja Bakery Enterprise (Liepaja) , like other Latvian 
enterprises, during 1992 managed its accounts and financial 
reporting according to Republic regulations and guidelines. 
As such, Liepaja did not employ a full accrual basis in 
recording assets and liabilities or in the recognition of 
income or realization of expenses during 1992 or 1991. The 
handling of accounts may be considered a modified cash basis 
with some accrual accounting in accordance with Latvian 
accounting practices and regulations in effect during the 
periods presented.

Fixed Assets are carried at historical cost and depreciated 
over the useful life (as prescribed by Latvian regulations) 
using the straight line method. However, fixed assets were 
revalued according to Latvian regulations on both January 1st 
of 1992 and 1993. The basis and coefficients employed in 
revaluation are discussed in more detail in the general notes 
to the financial statements.

Land (property) values were not recorded on enterprise 
financial statements in Latvia during any of the years 
presented.

A cash flow statement is not included in the financial 
statements presented, as the 1992 and 1991 Latvian accounts 
were not conducive to its preparation. Cash is held in 
Latvian currency (LVR), hard currencies (e.g. DM, US$) , and 
other currencies (e.g. Russian, Georgian), exchange gains and 
losses are included in net income.

Note 2 - Accounts Receivable

Accounts Receivable for Liepaja includes the following in 
thousands of LVR at December 31st:

Type of Accounts Receivable

Trade Accounts Receivable

Other Receivables

TOTAL

1992

4,370

2,067

6,437

1991

99

407

506

Liepaja did not record any allowance for bad debts to reduce 
the amount of the reported accounts receivable. According to



management, they do not have any receivables outstanding for 
more than one month, nor are any considered uncollectible. 
Most sales are paid in cash, with the exception of enterprises 
which have bank accounts, in which case they will accept 
transfers. Under new regulations, Latvian enterprises are 
allowed to collect 5% in fines from debtors for late payments.

Note 3 - Inventories

Inventories appear to be accounted for on a first in first out 
(FIFO) basis. An allowance for loss or spoilage is not 
recorded by the enterprise, nor does the carrying amount of 
inventory necessarily reflect the net realizable value of the 
inventory.

Note 4 - Fixed Assets

Fixed assets are generally carried at historical cost, as 
previously noted, except for the revaluations which have 
occurred in 1992 and 1993. Depreciation is expensed and 
accumulated on a straight line basis using the asset category 
useful lives as prescribed by regulations (see general notes 
for examples). Typically, the useful life of an asset under 
Latvian regulations is significantly longer than that 
considered appropriate by Western standards.

The following table displays the gross book value of fixed 
assets, accumulated depreciation, and net book value at 
December 31, 1991, after revaluation at January 1, 1992, and 
at December 31, 1992 for Liepaja. Amounts are expressed as 
thousands of LVRs.

Fixed Asset - Gross

Less: Accumulated 
Depreciation

Net Fixed Assets

12/31/91

n/a

n/a

1,236

1/1/92

5,882

3,328

2,554

12/31/92

7,507

3,555

3,952

In the fixed asset category as presented on the financial 
statements, apartment buildings are included. Under the 
privatization law, such buildings will be removed from the 
assets of the enterprise and privatized separately. 
Consequently, the net book value of assets presented in these 
financial statements may overstate the net book value of the 
assets actually to be privatized as the bakery enterprise. 
Liepaja stated that they did own such assets, two apartment 
buildings (dwellings) that will be privatized separately, but



which are included in the fixed assets presented in the 
financial statements.

Also s»e Note 8 regarding restitution claims.

Note 5 - Taxes

Liepaja is subject to various taxes as an enterprise under 
Latvian regulations. The major taxes and the basis of the 
taxes assessed are outlined below.

Typ£ of Tax Tax Base Percent of Base

Turnover Tax Sales 6
Profit/Income Tax Profit 35
Charity Tax Profit 10
Land/Property Tax Profit <2
Social Tax Payroll 37

Note 6 - Credit Disclosures

Liepaja's financial statements include only current types of 
payables, including taxes payable, trade payables to 
suppliers, accrued salaries, and other rents, etc. They do 
not represent to have any bank loans or long term debt, which 
is consistent with other Latvian enterprises, due to the 
banking system which currently does not extend such types of 
credit.

Note 7 - Equity Disclosures

Liepaja is currently a state enterprise. Equity on the 
balance sheet has been segregated to show separately the 
amount of equity which is the result of increases realized due 
to fixed asset revaluation at January 1, 1992, and the total 
amount of equity associated with capital, retained earnings, 
and perhaps previous revaluations.

Note 8 - Contingent Liabilities

As is the case with all Latvian enterprises involved in 
privatization, potential claims may exist in regard to 
restitution to the pre-1941 land or building owners. 
According to Liepaja's management, no search of the Archives 
to determine if former private owners may exist has been 
performed. They believe that their sites are on land that was 
state owned prior to 1941. No claims have been submitted to 
date. No liability reserves for potential future claims have 
been included in the financial statements.



Note 9 - Other Notes

As stated in the general notes to the financial statements, 
Latvia has been in a transitional environment. Liepaja's 
operations and financial statements have been impacted by such 
pressures as high inflation, significant demand shifts due to 
price liberalization and lifting of subsidies, dramatic policy 
and regulation changes involved in the shift from socialism to 
capitalism, and the appreciation of the Latvian Ruble against 
currencies of other former Soviet republics. As such, the 
financial statements presented have significant limitations as 
to analytical value in comparing between time periods and 
between enterprises. The notes have merely presented and 
outlined the major factors and conditions underlying the 
financial statements which would influence their utility for 
users in making assessments of the enterprise's financial 
condition.



Jelgava Bakery

Jelgava Bakery is a State enterprise with a single plant located at 
Dzirnavu 3, Jelgava. The original plant was built in 1944. Until 
1975, when it started producing white bread, Jelgava had 
specialized in the production of rye bread. In 1985 it started 
producing cakes. It now produces about 20 different products 
including cakes. Its major products are white bread, dark rye 
bread and a very dense rye bread. Production in 1992 was:

Product

Rye bread 
Wheat bread 
Rye/wheat bread 
Confectionery

Production (Metric tons)

339
3802
4120

81

Wheat bread production in 1992 was slightly up on 1991 levels but 
production of rye/wheat bread was about 20% down on 1991 levels. 
Confectionery sales represents less than two percent of total 
sales.

Jelgava bakery has a capacity of about 90 tons of bread per day 
based on three shifts, although the maximum it has produced is 
about 40 tons per day on two shifts. Management estimates that the 
plants'current capacity on two shifts is about 55 tons per day. It 
is currently producing 22 tons a day on basically two shifts; 
around 25% of the theoretical total capacity. Jelgava employed 154 
on average in 1992 and currently employs around 150 to 160 people. 
It cttt*«wfeiy purchases all its flour from private suppliers, 
although it continues to maintain its contacts with the state flour 
mills as an insurance against changing circumstances.

The bakery operates five lines. Two lines are used for rye bread 
and another one, operating on only one shift per day, specializes 
in producing the dense rye bread, although it could be used for 
producing any dark bread. The fourth line produces white bread 
and the last lino, is currently idle. Each line includes five 
people for production and six for shipping.

The scaling weight of the bread is 450 grams for white and 700, 800 
and 940 grams for rye. Russian sour culture is used in the 
production of rye bread and regular compressed yeast is used in 
white bread production.



Manor bakery equipment Estimated replacement cost 
(LVR 000)

0 flour bins (30 ton capacity)
5 use bins 91.4 ton capacity)
2 horizontal mixers
4 spiral mixers
2 dividers
2 adders
2 overhead proofers
2 ovens
3 flour blending units
5 flour sifters
2 refrigeration compressors
machine shop
2 fermentation tanks

300 each
14 each

450 each
200 each

4,000 in total

100 each 
250 each 
100 each 

1,000
450 each

Cake shop equipment

1 cookie mixer
1 cookie depositor
1 electric tray oven, 11 shelves
2 bowl hoists 
1 vertical mixer
flour scales 

1 divider 
3 boilers

Estimated replacement cost 
(LVR 000)

200 
200 
700
150 each 
100
250 each 
200 

2,000 each

Most of the eguipment is from 10 to 20 years old and has been 
fairly well maintained. The value of the eguipment would be 
approximately 20-25% of original value. The fermentation tanks at 
Jelgava are more complex than at other bakeries. Jelgava has very 
little quality control and their sanitation would not meet western 
standards.

Jelgava bakery has one shop that it owns on the plant site. It 
also leases two shops in the city, has two kiosks and uses two 
trucks for selling its product. They sell approximately six tons 
through their own stores and trucks, 3.1 tons to regular stores, 
1.5 tons outside the city, 2.5 tons to prisons and military, and 
eight tons to private customers. Private customers pay with cash 
and the rest through bank transfer. Their own shops add a ten 
percent margin to cover costs, on top of the 15% margin the bakery 
aims to achieve on all products. The bakery faces some competition 
from some small local private bakeries and from imports from the 
state bakeries in Riga and Jurmala.

Igars Hrapunenko is the director of Jelgava bakery, a position he 
has held since 1984. He was trained as an engineer at the Moscow 
Institute of Technology and was the chief engineer at the bakery 
from 1969 until becoming the director.



JELGAVA BAKERY ENTERPRISE 
Balance Sheet

Balances at December 31 st 
(LVR in thousands)

UNAUDITED

1992 1991
ASSETS

Current Assets 
Cash
Short term investments 
Accounts receivable 
Inventory 
Other 
Total Current Assets

Fixed Assets
Assets under construction
Other Long term Assets

TOTAL ASSETS

LIABLITIES AND EQUITY

Current LJablities 
Accounts payable 
Other short term payables 
Other 
Total Current Liabilities

Long Term Debt 

Total Liabilities

Equity
Capital & retained earnings 
1992 Revaluation reserve 
Total Equity

TOTAL LIABILITIES & EQUITY

7,782
0

17,056
20,095

0
44,933

5,832
0
0

50.765 _

19,861
0

3,759
23,620

0

^3.620 _

24,954
2,191

_27_, 145_. _

50.765 _

504
0

107
1,630

4
2,245

1,285
0
0

3.530

656
0

635
1,291

0

^.291

2,239
0

2.239

3.530

The accompanying notes to the financial statements are an integral part of this document



UNAUDITED

JELGAVA BAKERY ENTERPRISE 
Income Statement

For year ended December 31st 
(LVR in thousands)

1992 1991

Sales 169,911 9,525 
Less: Turnover Tax 4,447 25

Net sales 165,464 9,500

Less: Cost of Goods Sold . 131,674 8,243

Gross profit 33,790 1,257

Other Income 6,257 0
Less: Other Expenses 253 ___0_

Net Other Income 6,004 0

PROFIT (LOSS) 39,794 1,257

Taxes 16,353 341

NET PROFIT 23.441 916

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

JELGAVA BAKERY ENTERPRISE 
Balance Sheet (Bilance) 

Line 
Nos. Assets (Aktivs)

31 Dec 1991 31 Dec 1992 1 Jan 1992

010 Fixed Assets
O20 Intangible; Assets
030 Assets under construction
035 Assets not ready for use
O40 Long tern investments
050 Current year profit/offset 500 or 510
O65 Amoumsctuefrom members
O70 Other receivables
O80 Current year loss/offset 500 or 510
090 Total - eneck

100 Raw Materials and consumables
110 Work in progress
120 Work in progress
130 Prepaid expenses
140 Finished! goods
150 Finished! goods
160 Other inventory
170 Total
171 Goods in- transit

200 Cash on hand 
210 Cash in bank 
220 Hard cunrency accounts 
230 Other bank accounts 
240 Other bank accounts 
250 Short term investments 
270 Bank loan monies rec'd 
300 Trade accts receivable 
310 Bills of exchange 
320 Payments in advance 
325 Tax overpayments rec'ble 
330 Other defetors 
340 Employee loans 
350 Social welfare expenses 
360 Other receivables 
370 Total - etteck

390 Total -drteck

1,973 8,836 5.6921

1,257

3,230

39,794

48,630

1,555

95

1,650

15,025

4,410 
714

20,149

502 

2

45

62 
4

615

5,495

2,166 
3,832 
1,783 

1

8,983

8,073

24.838

93.617

The accompanyiti§notesto the financial statements are an integral part of this document.



UNAUDITED

JELGAVA BAKERY ENTERPRISE
Line
Nos. Liabilities (Pasivs)

400 Statutory fund
410 Accum depreciation
420 Depreciation consumables
430 In vestment financing
440 Other payables
445 Obligations to members
450 Financing reserve
460 Vac cation accrual
470 Amortization & Repairs
480 Payments received in advance
490 Unrealised profit on sales
500 or 510 Profit
520 Total - check

600 Short term payables
610 Medium term payables
620 Long term payables
630 Overdue loans!
640 Short term bans
650 Long term loans
660 Total - check

700 Accts payable - goods
710 Bills of exchange
720 Payments received in advance
730 Taxes payable
735 Privatization expenses
740 Social pension tax
750 Accu red salarie s
760 Other payables
765 Employee loans
770 Other
780 Total - check

800 Total - check

31 Dec 1991 31 Dec 1992 1 Jan 1992

1,768
688

20

471
32

1,257
4.236

12,786
3,004

54

14,359

39,794

3,959
2,216

471
** See Com

69.997

0

435

65
0

57
99

219
5

379
1.259

5.495

11,335

6,542

880
1,104
1,866

1,893
23.620

93.617

Fixed asset movement (Line 010) 
Accumulated Depreciation (Line 410) 
Difference Net Fixed Assets 
Statutory Fund movement (Lines 400, 450)

Calculation

The accompanying notes to the financial statements are an integral part of this document



UNAUDITED

JELGAVA BAKERY ENTERPRISE 
Income Statement (Finansu Rezultanti)
Line 
Nos.

010 Revenue from goods sold
020 Turnover tax
030 Sates less tax -check
040 Product and period costs
050 Profit - check
060 Other sales results
070 Non-sales operations
071 Investment Income 
080 Profit and loss totals 
090 Net profit - check

100 Non taxable income
101 Value of stock sold

1992 
Revenues

169,911

165,464

1992 1991 
Costs Revenues

4,447
9,525

9,500
131,674

33,790
3,706 
2,551

40,047 
39,794

645

1991 
Costs

25

8,243
1,257

71 
182

253 1,257 
1,257

642

0

287

Use of Profits Statement 1992 
(Pelnas Izlietosana)

200 Income tax expense 
210 To reserves
220 To capital funds
221 To the investmemt fund
230 To dividends
240 To previous year's losses
250 Donations
260 Other

Uses of profits - check

1992

16,353

21,289

2,152

221 is subset of 220

39.794

Use of Profits Statement 1991 
(Pelnas Izlietosana)

200 Income tax expense
210 To reserves
220 Production Development
230 Social development
240 Employee bonus/incentives
250 Donations
260 Other
270 Other

Uses of profits - check

1991

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

JELGAVA BAKERY ENTERPRISE
Comments On Financial Statement Input
* Also see detailed notes on financial statements.

** Line 735 of the Latvian financial statements represents charitable tax 
reserves in 1991. In 1992, this line represents privatization expenses. 
For purposes of this analysis, the December 31,1991 balance in Line 
735 has been reclassed to Line 450, consistent with the Latvian financial 
statements presentation on the January 1, 1992 balances In Jelgavas' 
case, this represented 31,000 LVR as an increase to Line 450, and 
decrease to Line 735. This treatment does not impact the handling of 
the revaluation which in some cases impacts Line 450.

*** Income Statement Line 070 for 1992 shows an amount of 182,000 LVR 
for expenses while the total expenses for Line 080 is 253,000 LVR, with 
no expense amounts shown for Lines 060, or 071. For purposes of this 
analysis, 71,000 LVR have been entered as expenses on Line 060 to 
allow the profit and expense totals to agree to those presented on the 
financial statements and so as not to overstate income.

The accompanying notes to the financial statements are an integral part of this document.



Notes to Financial Statements - Enterprise Specific 
Jelgava Bakery Enterprise

Note 1 - Significant Accounting Principles

As stated in more detail in the general notes and summary, 
Jelgava bakery (Jelgava) , like other Latvian enterprises, 
during 1992 managed its accounts and financial reporting 
according to Republic regulations and guidelines. As such, 
Jelgava did not employ a full accrual basis in recording 
assets and liabilities or in the recognition of income or 
realization of expenses during 1992 or 1991. The handling of 
accounts may be considered a modified cash basis with some 
accrual accounting in accordance with Latvian accounting 
practices and regulations in effect during the periods 
presented.

Fixed Assets are carried at historical cost and depreciated 
over the useful life (as prescribed by Latvian regulations) 
using the straight line method. However, fixed assets were 
revalued according to Latvian regulations on both January 1st 
of 1992 and 1993. The basis and coefficients employed in 
revaluation are discussed in more detail in the general notes 
to the financial statements.

Land (property) values were not recorded on enterprise 
financial statements in Latvia during any of the years 
presented.

A cash flow statement is not included in the financial 
statements presented, as the 1992 and 1991 Latvian accounts 
were not conducive to its preparation. Cash is held in 
Latvian currency (LVR) , hard currencies (e.g. DM, US$), and 
other currencies (e.g. Russian, Georgian), exchange gains and 
losses are included in net income.

Note 2 - Accounts Receivable

Accounts Receivable for Jelgava includes the following in 
thousands of LVR at December 31st:

Type of Accounts Receivable
Trade Accounts Receivable
Other Receivables

TOTAL

1992

8,983

8,073

17,056

1991

45

62

107

Jelgava did not record any allowance for bad debts to reduce 
the amount of the reported accounts receivable. According to



management, they do not have any overdue or uncollectible 
receivables. They have represented that all other receivables 
are current, and are paid on schedule. Most sales are paid in 
cash, with the exception of state enterprises and the army 
which pay on schedule. Under new regulations, Latvian 
enterprises are allowed to collect 5% in fines from debtors 
for late payments.

Note 3 - Inventories

Inventories appear to be accounted for on a first in first out 
(FIFO) basis. An allowance for loss or spoilage is not 
recorded by the enterprise, nor does the carrying amount of 
inventory necessarily reflect the net realizable value of the 
inventory.

Note 4 - Fixed Assets

Fixed assets are generally carried at historical cost, as 
previously noted, except for the revaluations which have 
occurred in 1992 and 1993. Depreciation is expensed and 
accumulated on a straight line basis using the asset category 
useful lives as prescribed by regulations (see general notes 
for examples). Typically, the useful lif of an asset under 
Latvian regulations is significantly longer than that 
considered appropriate by Western standards.

The following table displays the gross book value of fixed 
assets, accumulated depreciation, and net book value at 
December 31, 1991, after revaluation at January 1, 1992, and 
at December 31, 1992 for Jelgava. Amounts are expressed as 
thousands of LVRs.

Fixed Asset - Gross
Less: Accumulated 

Depreciation
Net Fixed Assets

12/31/91
1,073

688

1,285

1/1/92

5,692

2,216

3,476

12/31/92

8,836

3,004

5,832

In the fixed asset category as presented on the financial 
statements, apartment buildings are included. Under the 
privatisation law, such buildings will be removed from the 
assets of the enterprise and privatized separately. 
Consequently, the net book value of assets presented in these 
financial statements may overstate the net book value of the 
assets the actually to be privatized as the bakery enterprise. 
Jelgava stated that they owned two apartment buildings that 
would be privatized separately, but which are included in the



fixed assets presented in the financial statements. 

Also see Note 8 regarding restitution claims.

Note 5 - Taxes

Jelgava is subject to various taxes as an enterprise under 
Latvian regulations. The major taxes and the basis of the 
taxes assessed are outlined below.

Type of Tax Tax Base Percent of Base

Turnover Tax Sales 6
Income Tax Profit 35
Charity Tax Profit 10
Workers Union Payroll 1
Social Tax Payroll 37

Note 6 - Credit Disclosures

Jelgava's financial statements include only current types of 
payables, including taxes payable, trade payables to 
suppliers, accrued salaries, and other rents, etc. They do 
not represent to have any bank loans or long term debt, which 
is consistent with other Latvian enterprises, due to the 
banking system which currently does not extend such types of 
credit.

Note 7 - Equity Disclosures

Jelgava is currently a state enterprise. Equity on the 
balance sheet has been segregated to show separately the 
amount of equity which is the result of increases realized due 
to fixed asset revaluation at January 1, 1992, and the total 
amount of equity associated with capital, retained earnings, 
and perhaps previous revaluations.

Note 8 - Contingent Liabilities

As is the case with all Latvian enterprises involved in 
privatization, potential claims may exist in regard to 
restitution to the pre-1941 land or building owners. 
According to Jelgava's management, no search of the Archives 
to determine if former private owners may exist has been 
performed. No liability reserves for potential future claims 
have been included in the financial statements.

Note 9 - Other Notes



As stated in the general notes to the financial statements, 
Latvia has been in a transitional environment. Jelgava's 
operations and financial statements have been impacted by such 
pressures as high inflation, significant demand shifts due to 
price liberalization and lifting of subsidies, dramatic policy 
and regulation changes involved in the shift from socialism to 
capitalism, and the appreciation of the Latvian Ruble against 
other currencies of former Soviet republics. As such, the 
financial statements presented have significant limitations as 
to analytical value in comparing between time periods and 
between enterprises. The notes have merely presented and 
outlined the major factors and conditions underlying the 
financial statements which would influence their utility for 
users in making assessments of the enterprise's financial 
condition.



Ventspils Bakery

Ventspils Bakery is a State enterprise consisting of two production 
sites. The main one is located at Kuldiga 187, Ventspils and 
another auch smaller plant is in downtown Ventspils. Both sites 
are in the process of having claims made on them by former owners. 
The main plant produces a full range of bread including form-bread, 
dark rye and white bread as well as cakes and pastries. Under a 
special contract it also produces about 4,000 ice cream cones a 
day. The other plant produces a Russian style cookie. Recently, 
however, production of these cookies has declined drastically due 
to competition from imports. The management of Ventspils has made 
unsuccessful attempts to sell the cookie plant. Production in 
1992 was:

Product

Rye bread 
Wheat bread 
Rye/wheat bread 
Confectionery

Production (Metric tons)

809
3127
1710
1030

Total bread production in 1992 was down over 20% from 1991 with 
confectionery production dropping by an even larger percentage. 
Production of bread in the first quarter of 1993 was down again by 
a similar amount, but management believe that output should 
stabilize at the current level as feeding of bread to livestock has 
now ceased. Ventspils has not attempted to significantly changed 
the range of bread products that it produces as it already covers 
the full range of standard products. It has been experimenting 
with new confectionery products in an endeavor to maintain volumes. 
It also aims for only a five percent profit margin on confectionery 
products as opposed to a 10-15 percent margin on bread. About 70% 
of total revenue comes from bread sales, the rest from cake and 
pastry sales.

The plant at Ventspils has operated at 30 tons per day, or 16 
loaves per minute, however, they are currently producing only 20 
tons per day, and less on the weekends. Staff numbers in 1992 were 
183 but are now at about 150. Numbers at the down town site have 
dropped from 40 to seven to eight. About 13-14 are employed on the 
production of cakes and pastries at the main site.

Ventspils has four lines with three currently in use, one each for 
white, form-bread and dark rye. There are two shifts of three 
people on the dark rye bread line and five people on the white 
bread line. Ventspils also has a cake line that produces about one 
ton per day and only operates on one shift per day.

Dough production scheduling is a continuous run. Russian sour 
dough culture and compressed yeast is used in the fermentation of



rye bread dough and regular compressed yeast is used for white 
bread. Fermentation with Russian culture plus compressed yeast is 
done for one hour in the summer and two hours in the winter due to 
the variation in temperature of the different seasons. 
The scaling weight of the bread is 700 grams, 800 grams, one 
kilogram, and 450 grams for white bread.

Fermentation temperature
Type of make up
Proofing time
Baking time: 450 grams 

700 grams 
800 grams 
one kilogram

26-27 degrees Celsius
Two pocket rotary divider
55 minutes
23 minutes
28 minutes
32 minutes
45 minutes

Maior Bakery Equipment Estimated Replacement Cost 
(LVR 000)

8 flour bins (30 ton capacity) 300 each
9 use bins (1.4 ton capacity) 14 each
2 flour sifters 250 each
2 flour blenders 100 each
4 spiral mixers 200 each
1 horizontal mixer 450
5 flour scales 150 each
4 dividers 100 each
5 air compressors 75 each
2 rounders 200 each
1 molder 100
4 overhead proofers 125 each
4 ovens, brick, very old, installed 1965 300 each
70 mixing bowls 3 each

Cake Shop Equipment

2 rounders
1 divider
5 bowl hoists
1 spiral mixer
1 horizontal mixer
1 overhead proofer
1 electric oven
1 flour scale
2 deck ovens
1 small spiral mixer
1 wire cut cookie machine
1 ice cream machine

Estimated Replacement Cost 
(LVR 000)

100 each 
250
50 each 

200 
300 
125 
200 
200
26 each 

100
25 

on lease

Ventspils has some degree of quality control; they check flour



protein and the dough acidity. However, because they are unable to 
control the temperature of the dough from winter to summer, their 
quality control does not help them much. Sanitation at Ventspils 
would not meet minimum western standards.

Ventspils has one shop that it owns at the main production site and 
two other shops that it leases in the city. One of the city shops 
is not at a good location and does not make a profit. Management 
is considering closing down that shop. Ventspils adds only a ten 
percent margin on sales through its own shops to cover costs. 
Other local retailers typically add about 25%. Approximately one 
quarter of its sales are made through its own shops with a large 
portion of the rest of the sales being made through two large 
wholesalers and to shipping services. One of the wholesalers is 
still state owned. About 50% of sales are for cash and the rest 
through bank transfer. Bread is supplied to within a radius of 
forty kilometers of the main plant.

Vilnis Dziesma is the director of the plant, a position he has held 
since 1985. He was originally trained as an electrical engineer 
but has mainly worked as a manager.

.



VENTSPILS BAKERY ENTERPRISE
Balance Sheet

Balances at December 31st 
(LVR in thousands)

UNAUDITED

1992 1991
ASSETS

Current Assets 
Cash
Short term investments 
Accounts receivable 
Inventory 
Other 
Total Current Assets

Fixed Assets
Assets under construction
Other Long term Assets

TOTALASSETS

4,948
0

6,444
16,951

0
28,343

3,243
0
0

31.586

852
0

600
1,459

0
2,911

681
15

0

3.607

LIABLITIES AND EQUITY

Current Liablities 
Accounts payable 
Other short term payables 
Other 
Total Current Liabilities

Long Term Debt 

Total Liabilities

Equity
Capital & retained earnings 
1992 Revaluation reserve 
Total Equity

TOTAL LIABILITIES & EQUITY

10,089
0

1,130
11,219

0

11,219

20,367

1,338
0

406
1,744

0

1,744

18,839 1,863
1,528 0

1,863

31.586 3.607

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

VENTSPILS BAKERY ENTERPRISE
Income Statement

For year ended December 31st 
(LVR in thousands)

1992 1991

Sates 146,131 10,854 
Less: Turnover Tax 6,468 294

Net sales 139,663 10,560

Less: Cost of Goods Sold 108,912 9,402

Gloss profit 30,751 1,158

Ottner Income 486 9
Less: Other Expenses 176 ____5_

Net Other Income 310 4

PROFIT (LOSS) 31,061 1,162

Taxes 13,255 320

NET PROFIT 17,806 842

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

VENTSPILS BAKERY ENTERPRISE
Balance Sheet (Bilance) 

Line 
Nos. Assets (Aktivs)

31 Dec 1991 31 Dec 1992 1 Jan 1992

010 Fixed Assets
020 Intangible Assets
030 Assets under construction
035 Assets not ready for use
040 Long term investments
050 Current year profit/offset 500 or 510
065 Amounts due from members
070 Other receivables
080 Current year loss/offset 500 or 510
090 Total - check

100 Raw Materials and consumables
110 Work in progress
120 Work in progress
130 Prepaid expenses
140 Finished goods
150 Finished goods
160 Other inventory
170 Total
171 Goods in transit

200 Cash on hand
210 Cash in bank
220 Hard currency accounts
230 Other bank accounts
240 Other bank accounts
250 Short term investments
270 Bank loan monies rec'd
300 Trade accts receivable
310 Bills of exchange
320 Payments in advance
325 Tax overpayments rec'ble
330 Other debtors
340 Employee loans
350 Social welfare expenses **Cr 450
360 Other receivables
370 Total - check

390 Total - check

1,385

15

1,162

5,362

2,562

1,474

31

1,505

3
849

587

13

31,061

36,423

16,821

179

17,000

1,588
2,686

281
393

3,312

3,132

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

VENTSPILS BAKERY ENTERPRISE
Hfne
Nos. Liabilities fPasivs)

400 Statutory fund
410 Accum depreciation
420 Depreciation consumables
430 Investment financing
440 Other payables
445 Obligations to members
450 Financing reserve **
460 Vaccation accrual
470 Amortization & Repairs
480 Payments received in advance
490 Unrealised profit on sales
500 or 510 Profit
520 Total - check

600 Short term payables
610 Medium term payables
620 Long term payables
630 Overdue loans!
640 Short term loans
650 Long term loans
660 Total - check

700 Accts payable - goods
710 Bills of exchange
720 Payments received in advance
730 Taxes payable
735 Privatization expenses
740 Social pension tax
750 Accured salaries
760 Other payables
765 Employee loans
770 Other
780 Total - check

800 Total - check

31 Dec 1991 31 Dec 1992 1 Jan 1992

1,240
704
46
15

608
79

1,162
3.854

1.665

5,519

7,305
2,119

49

13,062

31,061
53.596

771

102
0

129
336

10

317

4,265

3,937

445
1,442

571

559

2,768 I 
1,907!

6081

&iMtimmm 
Rxed asset movement
Accumulated Dep 
Difference Net Assets 
Statutory Fund movement

Calculation 
2,731 
1.203 
1.528 
1.528

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

VENTSPILS BAKERY ENTERPRISE 
Income Statement (Finansu Rezultanti)
Line 
Nos.

(MO Revenue from goods sold
020 Turnover tax
030 Sales less tax - check
040 Product and period costs
050 Profit -check
060 Other sales results
070 Non-sales operations
071 Investment Income
080 Profit and loss totals
090 Net profit - check

TOO Non taxable income 
101 Value of stock sold

1992 
Revenues

1992 
Costs

1991 
Revenues

1991 
Costs

146,131

139,663
6,468

10,854

10,560
108,912

30,751
382 
104

31,237 
31,061

294

9,402
1,158

176
9

176 1,167 
1,162

!

5

5

Use of Profits Statement 1992 
(Pelnas Izlietosana)

200 Income tax expense
210 To reserves
220 To capital funds
221 To the investmemt fund
230 To dividends
240 To previous year's losses
250 Donations
260 Other

Uses of profits - check

1992

221 is subset of 220

31.061

Use of Profits Statement 1991 
(Pelnas Izlietosana)

200 Income tax expense
2fO To reserves
220 Production Development
230 Social development
240 Employee bonus/incentives
250 Donations
260 Other
270 Other

Uses of profits - check

1991

1.162

The accompanying notes to the financial statements are an integral part of this document



UNAUDITED

VENTSPILS BAKERY ENTERPRISE
Comments On Financial Statement Input

** Line 735 at end of year 1991 includes an amount 21,000 LVR, this amount is not 
included in the 1992 beginning balance, the difference appears in Line 450. 

Therefore, the revaluation amount associated with the January 1,1992 revaluation 
is only the difference in the Lines 010 and 410.

The meaning of Line 735 changed between 1991 & 1992, meaning reserve for 
charitable fund in 1991 and privatization expense in 1992, the 1991 amount has 
been reclassified to Line 450 Reserves to reflect this change in accounts.

The accompanying notes to the financial statements are an integral part of this document.



Notes to Financial Statements - Enterprise Specific 
Ventspils Bakery

Note l - Significant Accounting Principles

As stated in more detail in the general notes and summary, 
Veirtspils Bakery (Ventspils), like other Latvian enterprises, 
during 1992 managed its accounts and financial reporting 
according to Republic regulations and guidelines. As such, 
Ventspils did not employ a full accrual basis in recording 
assets and liabilities or in the recognition of income or 
realization of expenses during 1992 or 1991. The handling of 
accounts may be considered a modified cash basis with some 
accrual accounting in accordance with Latvian accounting 
practices and regulations in effect during the periods 
presented.

Fixed Assets are carried at historical cost and depreciated 
over the useful life (as prescribed by Latvian regulations) 
using the straight line method. However, fixed assets were 
revalued according to Latvian regulations on both January 1st 
of 1992 and 1993. The basis and coefficients employed in 
revaluation are discussed in more detail in the general notes 
to the financial statements.

Land (property) values were not recorded on enterprise 
financial statements in Latvia during any of the years 
presented.

A cash flow statement is not included in the financial 
statements presented, as the 1992 and 1991 Latvian accounts 
were not conducive to its preparation. Cash is held in 
Latvian currency (LVR), hard currencies (e.g. DM, US$), and 
other currencies (e.g. Russian, Georgian), exchange gains and 
losses are included in net income.

Note 2 - Accounts Receivable

Accounts Receivable for Ventspils includes the following in 
thousands of LVR at December 31st:

Type of Accounts Receivable

Trade Accounts Receivable

Other Receivables

TOTAL

1992

3,312

3,132

6,444

1991

587

13

600

Ventspils did not record any allowance for bad debts to reduce 
the amount of the reported accounts receivable. According to



management, all receivables are current, none are any 
considered uncollectible. Approximately 50% of sales are paid 
in cash by private sector customers, the remaining 50% are 
sales to state organizations and are paid via bank transfers. 
Under new regulations, Latvian enterprises are allowed to 
collect 5% in fines from debtors for late payments.

Note 3 - Inventories

Inventories appear to be accounted for on a first in first out 
(FIFO) basis. An allowance for loss or spoilage is not 
recorded by the enterprise, nor does the carrying amount of 
inventory necessarily reflect the net realizable value of the 
inventory.

Note 4 - Fixed Assets

Fixed assets are generally carried at historical cost, as 
previously noted, except for the revaluations which have 
occurred in 1992 and 1993. Depreciation is expensed and 
accumulated on a straight line basis using the asset category 
useful lives as prescribed by regulations (see general notes 
for examples). Typically, the useful life of an asset under 
Latvian regulations is significantly longer than that 
considered appropriate by Western standards.

The following table displays the gross book value of fixed 
assets, accumulated depreciation, and net book value at 
December 31, 1991, after revaluation at January 1, 1992, and 
at December 31, 1992 for Ventspils. Amounts are expressed as 
thousands of LVRs.

Fixed Asset - Gross

Less : Accumu 1 ated 
Depreciation

Net Fixed Assets

12/31/91

1,385

704

681

1/1/92

4,116

1,907

2,209

12/31/92

5,362

2,119

3,243

In the fixed asset category as presented on the financial 
statements, apartment buildings are included. Under the 
privatization law, such buildings will be removed from the 
assets of the enterprise and privatized separately. 
Consequently, the net book value of assets presented in these 
financial statements may overstate the net book value of the 
assets actually to be privatized as the bakery enterprise. 
Ventspils stated that they did own such assets, two apartment 
buildings (dwellings) that will be privatized separately, but 
which are included in the fixed assets presented in the



financial statements.

Also see Note 8 regarding restitution claims.

Note 5 - Taxes

Ventspils is subject to various taxes as an enterprise under 
Latvian regulations. The major taxes and the basis of the 
taxes assessed are outlined below.

Type of Tax Tax Base Percent of Base

Turnover Tax Sales 6
Profit/Income Tax Profit 35
Charity Tax Profit 10
Social Tax Payroll 37

Note 6 - Credit Disclosures

Ventspils 1 financial statements include only current types of 
payables, including taxes payable, trade payables to 
suppliers, accrued salaries, and other rents, etc. They do 
not represent to have any bank loans or long term debt, which 
is consistent with other Latvian enterprises, due to the 
banking system which currently does not extend such types of 
credit.

Note 7 - Equity Disclosures

Ventspils is currently a state enterprise. Equity on the 
balance sheet has been segregated to show separately the 
amount of equity which is the result of increases realized due 
to fixed asset revaluation at January 1, 1992, and the total 
amount of equity associated with capital, retained earnings, 
and perhaps previous revaluations.

Note 8 - Contingent Liabilities

As is the case with all Latvian enterprises involved in 
privatization, potential claims may exist in regard to 
restitution to the pre-1941 land or building owners. 
According to Ventspils management, former private owners have 
submitted claims for the land of their main site, they are 
trying to negotiate a lease arrangement. They believe that a 
claim for the land of their other site will also be submitted, 
as it was formerly privately owned. No reserves for potential 
future claims have been included in the financial statements.



Note 9 - Other Notes

As stated in the general notes to the financial statements, 
Latvia has been in a transitional environment. Ventspils 1 
operations and financial statements have been impacted by such 
pressures as high inflation, significant demand shifts due to 
price liberalization and lifting of subsidies, dramatic policy 
and regulation changes involved in the shift from socialism to 
capitalism, and the appreciation of the Latvian Ruble against 
the currencies of other former Soviet republics. As such, the 
financial statements presented have significant limitations as 
to analytical value in comparing between time periods and 
between enterprises. The notes have merely presented and 
outlined the major factors and conditions underlying the 
financial statements which would influence their utility for 
users in making assessments of the enterprise's financial 
condition.



Rezekne Bakery

Rezeknes Bakery is a state enterprise with a single plant located 
at Atbrivosanas aleja 173 in Rezekne. It is the newest, best 
equipped, and best maintained state bakery in Latvia. It produces 
a range of eleven types of bread and eleven types of cakes and 
pastries. Production in 1992 was:

Product Production (metric tons)

Wheat bread 1759
Rye/wheat bread 4330
Confectionery 247

Production of wheat bread in 1992 was down about five percent on 
1991 levels, however, rye/wheat bread production was down about 30 
percent. Confectionery production in 1992 was down over 20 percent 
on 1991 levels. Profit margins on confectionery products are kept 
at five to ten percent as opposed to fifteen percent on bread in an 
endeavor to keep sales volumes up. Eighty five percent of revenue 
is from bread production. Production in the first part of 1993 is 
at about the same level as that of 1992.

Rezekne bakery was built in 1988. Originally it was intended to 
replace the existing state bakery in Rezekne so it was designed 
with a capacity of 90 tons per day. The original bakery has not in 
fact been closed down but rather leased to the private sector and 
it continues to supply about half the needs of Rezekne. For that 
reason only three of the proposed six lines were installed in the 
new bakery, giving it a capacity of about 45 tons per day. 
However, the majority of the supporting equipment was built with 
the full 90 ton per day capacity and the space is available to 
install the additional three lines. It would therefore be very 
easy to increase the capacity of the new bakery. The new bakery 
currently is operating at a capacity of 12-15 tons per day. Total 
staff numbers in 1992 were 175.

Rezeknes produces both rye/wheat and wheat bread. Of the three 
lines, one produces form bread using six people and operating two 
shifts per day. The other two lines operate only one and a half to 
two shifts per day and use five people per line. One of the lines 
produces rye/wheat bread and the other only white bread. Rezekne 
also has a small French bread line that was installed in 1991 that 
produces about 900 kg per day.



The scaling weight of the bread is 750 to 850 grains for rye and 250 
to 400 grains for white. Approximately 15 to 75 kilograms of bread 
are produced per man hour, and 20 to 22 loaves per minute. Dough 
production scheduling is a continuous run. Russian culture is used 
in the fermentation of rye bread dough and compressed yeast is used 
for white bread dough.

Fermentation temperature 
Type of make up 
Proofing time 
Bake time 
Cooling time

30-32 degrees Celsius 
Rotary divider, rounder 
45 minutes 
45 minutes 
none

Manor Bakery Equipment Estimated Replacement Value 
(LVR 000)

10 flour bins (32 ton capacity) 300 each 
9 use bins (2 to 2 1/2 ton capacity) 17 each 
fermentation tanks:

7 Russian culture 50 each
7 with sweep arms not in use 100 each

1 fermentation unit 100 rubles
2 mixers 200 each
3 dividers 250 each
2 molders 200 each
4 rounders 200 each
2 overhead proofers 50 each
2 electric tunnel type ovens 400 each
2 air compressors 1,200 each
2 refrigeration compressors 1,000 each
1 cone type fermentation tank 350
3 spiral mixers 200 each
20 dough bowls 3 each
2 mixers 150 each
1 flour scale 200
1 form bread oven, divider 2,000

French Bread Shop

4 rack ovens
1 overhead proofer
1 molder
1 divider
1 rounder
1 dough sheeter

This is a typical 
retail type installation 
with value at 200,000 
rubles

New equipment was installed in 1988 that has since been well 
maintained. The value of their equipment would be from 65-70% of 
its original value. Rezeknes has fairly good quality control; 
they check flour protein and dough acidity. They also run quality 
checks on their products. Their sanitation could probably pass 
minimum Western standards.



Rezekne has one shop at the plant site and another one it leases 
downtown. It also uses a truck to sell its products. 
Approximately 50% of sales are to state enterprises; the army, 
various trading organizations and restaurant suppliers. In total 
Rezekne has about 60 clients of which 70 percent are private 
enterprises. All private enterprises pay in cash. The major state 
enterprises pay by bank transfer. Rezekne sells bread up to 150 km 
from its plant. As well as the old state bakery which provides the 
major competition to Rezekne, there are now several small private 
bakeries operating in the area.

Validin Petrof is the director of the bakery, a position he has 
held since 1988 when the new bakery opened. From 1985 he was the 
chief engineer at the old bakery. He was trained at St Petersburg 
as an engineer specializing in food technology and refrigeration in 
particular.

/



REZEKNES BAKERY ENTERPRISE 
Balance Sheet

Balances at December 31 st 
(LVR in thousands)

UNAUDITED

1992 1991
ASSETS

Current Assets 
Cash
Short term investments 
Accounts receivable 
Inventory 
Other 
Total Current Assets

Fixed Assets
Assets under construction
Other Long term Assets

TOTAL ASSETS

LIABLITIES AND EQUITY

Current LJablities 
Accounts payable 
Other short term payables 
Other 
Total Current Liabilities

Long Term Debt 

Total Liabilities

Equity
Capital & retained earnings 
1992 Revaluation reserve 
Total Equity

TOTAL LIABILITIES & EQUITY

1,600
70

7,941
13,808

4
23,423

7,628
491

0

31,542

6,310
0

966
7,276

0

7,276

19,616
4,650

24,266 _

31,542

138
70

1,252
1,678

6
3,144

3,241
143

0

6,528

777
470
486

1,733

0

1,733

4,795
0

4.795

6,528

The accompanying notes to the financial statements are an integral part of this document



REZEKNES BAKERY ENTERPRISE 
Income Statement

For year ended December 31st 
(LVR in thousands)

UNAUDITED

1992 1991

Sates
Less: Turnover Tax 

Net sales

Less: Cost of Goods Sold 

Gross profit

Other income 
Less: Other Expenses 

Net Other Income

PROFIT (LOSS)

Taxes

NET PROFIT (LOSS)

114,103 
3,237

110,866

97,116

13,750

753 
1,474
(721)

13,029

5,691

7,338

0 
0
0

0

0

0 
0
0

0

0

0

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

REZEKNES BAKERY ENTERPRISE
Balance Sheet (Bilance) 

Line 
Nos. Assets (Aktivs)

31 Dec 1991 31 Dec 1992 1 Jan 1992

010 Fixed Assets
O20 Intangible Assets
030 Assets under construction
035 Assets not ready for use
O40 Long term investments
050 Current year profit/offset 500 or 510
O65 Amounts due from members
O70 Other receivables
O80 Current year loss/offset 500 or 510
090 Total - check

100 Raw Materials and consumables
110 Work in progress
120 Work in progress
130 Prepaid expenses
140 Finished goods
150 Finished goods
160 Other inventory
170 Total
171 Goods in transit

200 Cash on hand
210 Cash in bank
220 Hard currency accounts
230 Other bank accounts
240 Other bank accounts
250 Short term investments
270 Bank loan monies rec'd
300 Trade accts receivable
310 Bills of exchange
320 Payments in advance
325 Tax overpayments rec'ble
330 Other debtors
340 Employee loans
350 Social welfare expenses
360 Other receivables
370 Total - check

390 Total - check

4,119

143

1,270

5,532

1,664

29

1,693

8,802

491

13,029

8,769

22,322

13,550

129
151

13,830

6 
130

2 

70 

1,248

4 
6

1.466 

8,691

310 
843 
189 
258

70 

7,923

18 
4

9.615 

45.767

The accompanying notes to the financial statements are an integral part of this document.

.



UNAUDITED

REZEKNES BAKERY ENTERPRISE
Line
Nos. Liabilities fPasivs)

400 Statutory fund
410 Accum depreciation
420 Depreciation consumables
430 Investment financing
440 Other payables
445 Obligations to members
450 Financing reserve
460 Vaccation accrual
470 Amortization & Repairs
480 Payments received in advance
490 Unrealised profit on sales
500 or 510 Profit
520 Total - check

600 Short term payables
610 Medium term payables
620 Long term payables
630 Overdue loans!
640 Short term loans
650 Long term loans
660 Total - check

700 Accts payable - goods
710 Bills of exchange
720 Payments received in advance
730 Taxes payable
735 Privatization expenses
740 Social pension tax
750 Accured salaries
760 Other payables
765 Employee loans
770 Other
780 Total - check

800 Total - check

31 Dec 1991 31 Dec 1992 1 Jan 1992

3,901
878

15
192

702
40
94

1,270
7.092

470

470

15,831
1,174

22

8,435

13,029

8,551
878

702

38.491

547

113

50 
67 
70

282

3,239

1,445

515 
1,111 
684

282

Fixed asset movement 
Accumulated Dep 
Difference Net Assets 
Statutory Fund movement

Calculation
4,650

0
4.650 
4,650

The accompanying notes to the financial statements are an integral part of this document



UNAUDITED

REZEKNES BAKERY ENTERPRISE 
Income Statement (Finansu Rezultanti)
Line 
Nog,

010 Revenue from goods sold
020 Turnover tax
030 Sales less tax -check
040 Product and period costs
050 Profit -check
060 Other sales results
070 Non-sales operations
071 Investment Income 
080 Profit and loss totals 
090 Net profit - check

100 Non taxable income
101 Value oi stock sold

1992 
Revenues

1992 
Costs

1991 
Revenues

1991 
Costs

114,103

110,866
3,237

0
97,116

13,750
704
49

14,503
13,029

0
15

1,459

1,474 0 0
0

312 
16,320

Use of Profits Statement 1992 
(Pelnas Izlietosana)

200 Income tax expense 
210 To reserves
220 To capital funds
221 To the investmemt fund
230 To dividends
240 To previous year's losses
250 Donations
260 Other

Uses of profits - check

1992

5,691

6,604
1,911

734

221 is subset of 220

13.029

Use of Profits Statement 1991 
(Pelnas Izlietosana)

200 Income tax expense
210 To reserves
220 Production Development
230 Social development
240 Employee bonus/incentives
250 Donations
260 Other
270 Other

Uses of profits - check

1991

The accompanying notes to the financial statements are an integral part of this document.



UNAUDITED

REZEKNES BAKERY ENTERPRISE
Comments On Financial Statement Input

Only 1992 Latvian financial statements were available for this enterprise. 
The beginning year balances of 1992 have been used as the December 31,1991 
balances with adjustment for the January 1,1992 revaluation of fixed assets. 
As such, income statements for 1991 are not presented.

The accompanying notes to the financial statements are an integral part of this document.



Notes to Financial Statements - Enterprise Specific 
Rezekne Bakery Enterprise

Note 1 - Significant Accounting Principles

As stated in more detail in the general notes and summary, 
Rezekne Bakery Enterprise (Rezekne) , like other Latvian 
enterprises, during 1992 managed its accounts and financial 
reporting according to Republic regulations and guidelines. 
As such, Rezekne did not employ a full accrual basis in 
recording assets and liabilities or in the recognition of 
income or realization of expenses during 1992 or 1991. The 
handling of accounts may be considered a modified cash basis 
with some accrual accounting in accordance with Latvian 
accounting practices and regulations in effect during the 
periods presented.

Fixed Assets are carried at historical cost and depreciated 
over the useful life (as prescribed by Latvian regulations) 
using the straight line method. However, fixed assets were 
revalued according to Latvian regulations on both January 1st 
of 1992 and 1993. The basis and coefficients employed in 
revaluation are discussed in more detail in the general notes 
to the financial statements.

Land (property) values were not recorded on enterprise 
financial statements in Latvia during any of the years 
presented.

A cash flow statement is not included in the financial 
statements presented, as the 1992 and 1991 Latvian accounts 
were not conducive to its preparation. Cash is held in 
Latvian currency (LVR), hard currencies (e.g. DM, US$), and 
other currencies (e.g. Russian, Georgian), exchange gains and 
losses are included in net income.

Note 2 - Accounts Receivable

Accounts Receivable for Rezekne includes the following in 
thousands of LVR at December 31st:

Type of Accounts Receivable

Trade Accounts Receivable

Other Receivables

TOTAL

1292

4,370

2,067

6,437

1991

99

407

506



Rezekne did not record any allowance for bad debts to reduce 
the amount of the reported accounts receivable. According to 
management, they do not have any receivables outstanding for 
more than one month, nor are any considered uncollectible. 
Most sales are paid in cash, with the exception of enterprises 
which have bank accounts, in which case they will accept 
transfers. Under new regulations, Latvian enterprises are 
allowed to collect 5% in fines from debtors for late payments.

Note 3 - Inventories

Inventories appear to be accounted for on a first in first out 
(FIFO) basis. An allowance for loss or spoilage is not 
recorded by the enterprise, nor does the carrying amount of 
inventory necessarily reflect the net realizable value of the 
inventory.

Note 4 - Fixed Assets

Fixed assets are generally carried at historical cost, as 
previously noted, except for the revaluations which have 
occurred in 1992 and 1993. Depreciation is expensed and 
accumulated on a straight line basis using the asset category 
useful lives as prescribed by regulations (see general notes 
for examples). Typically, the useful life of an asset under 
Latvian regulations is significantly longer than that 
considered appropriate by Western standards.

The following table displays the gross book value of fixed 
assets, accumulated depreciation, and net book value at 
December 31, 1991, after revaluation at January 1, 1992, and 
at December 31, 1992 for Rezekne. Amounts are expressed as 
thousands of LVRs.

Fixed Asset - Gross

Less: Accumulated 
Depreciation

Net Fixed Assets

12/31/91

n/a

n/a

1,236

1/1/92

5,882

3,328

2,554

12/31/92

7,507

3,555

3,952

In the fixed asset category as presented on the financial 
statements, apartment buildings are included. Under the 
privatization law, such buildings will be removed from the 
assets of the enterprise and privatized separately. 
Consequently, the net book value of assets presented in these 
financial statements may overstate the net book value of the 
assets actually to be privatized as the bakery enterprise.



Rezekne stated that they did own such assets, two apartment 
buildings (dwellings) that will be privatized separately, but 
which are included in the fixed assets presented in the 
financial statements.

Also see Note 8 regarding restitution claims.

Note 5 - Taxes

Rezekne is subject to various taxes as an enterprise under 
Latvian regulations. The major taxes and the basis of the 
taxes assessed are outlined below.

Type of Tax

Turnover Tax 
Profit/Income Tax 
Charity Tax 
Land/Property Tax 
Social Tax

Tax Base

Sales
Profit
Profit
Profit
Payroll

Percent of Base

6
35 
10 
<2 
37

Note 6 - Credit Disclosures

Rezekne financial statements include only current types of 
payables, including taxes payable, trade payables to 
suppliers, accrued salaries, and other rents, etc. They do 
not represent to have any bank loans or long term debt, which 
is consistent with other Latvian enterprises, due to the 
banking system which currently does not extend such types of 
credit.

Note 7 - Equity Disclosures

Rezekne is currently a state enterprise. Equity on the 
balance sheet has been segregated to show separately the 
amount of equity which is the result of increases realized due 
to fixed asset revaluation at January 1, 1992, and the total 
amount of equity associated with capital, retained earnings, 
and perhaps previous revaluations.

Note 8 - Contingent Liabilities

As is the case with all Latvian enterprises involved in 
privatization, potential claims may exist in regard to 
restitution to the pre-1941 land or building owners. 
According to Rezekne management, no search of the Archives to 
determine if former private owners may exist has been 
performed. They believe that their sites are on land that was 
state owned prior to 1941. No claims have been submitted to 
date. No liability reserves for potential future claims have



been included in the financial statements.

Note 9 - Other Notes

As stated in the general notes to the financial statements, 
Latvia has been in a transitional environment. Rezekne's 
operations and therefore financial statements have been 
impacted by such pressures as high inflation, significant 
demand shifts due to price liberalization and lifting of 
subsidies, dramatic policy and regulation changes involved in 
the shift from socialism to capitalism, and fluctuating 
currency valuations. As such, the financial statements 
presented have significant limitations as to analytical value 
in comparing between time periods and between enterprises. 
The notes have merely presented and outlined the major factors 
and conditions underlying the financial statements which would 
influence their utility for users in making assessments of the 
enterprise's financial condition.



4 . GENERAL

Farm and Agribusiness Privatization in Latvia



March 12, 1993

Farm and Agribusiness Privatization in Latvia1

All agricultural and agribusiness assets being privatized 
are (or were) owned by the Ministry of Agriculture (MOA). The 
MOA is also responsible for their privatization. When foreign 
investors are involved their plans must be approved by the 
Ministry of Economic Reform and by the Prime Minister. Latvia 
does not have a central privatization agency to conduct enter­ 
prise privatization activities.

As of February 1993, laws on land reform (November 1990 and 
June 1992), non-land collective farm asset privatization (June 
1991), and milk processing plant privatization (April 15, 1992 
and January 19, 1993), have been enacted. Target dates for 
additional privatization laws include:

• agricultural machinery services — April 1993;
• meat processing plants — April 1993;
• grain milling and grain market operations — end of 

April 1993;
• restructuring the Latvijas Labibas grain monopoly — 

April 1993;
• privatizing state owned bakeries — April 1993;
• privatizing sugar beet and flax processing plants — 

end of April 1993;
• handing over sugar and flax processing mills for opera­ 

tion by industry associations — end of April 1993.

Existing legislation and legislation in process provide for 
Privatization Commissions (PCs) to be organized around 
each major economic unit being privatized — a collective farm, a 
central milk processing plant, a meat processing plant, etc. A 
variant of this model is applied where several individual plant 
enterprises are already grouped into a functioning economic unit. 
This approach is used in the dairy industry. A single Privatiza­ 
tion Commission may also be formed to privatize the bakery, feed 
mixing and flour milling sectors.

PC members typically include stakeholders (employees, 
managers, farmers, etc.) and local or district government offi­ 
cials. Technical advisors can be appointed as non-voting mem­ 
bers. To date, individuals or groups representing outside 
investor interests have not been appointed to PCs. They can, 
however, make presentations and present privatization plans to 
the PC. Such persons cannot purchase assets in collective farms 
being privatized (unless special approval is granted by the stock

Prepared by the USAID Agribusiness Privatization Project
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company general meeting) and can only purchase minority holdings 
in central level milk processing plants during the formal privat­ 
ization process.

PCs are charged with conducting diagnostic analysis, manag­ 
ing completion of plant inventories and asset valuation, drawing 
up privatization plans and handling all other details required to 
restructure, liquidate or transfer the unit to private sector 
owners. The PC usually ceases to exist when these tasks are 
completed and the foundation meeting of the new business entity 
has taken place..

The Ministry of Agriculture typically forms an ad hoc 
Industry Technical Working Group (TWG) to support the process. 
They develop appropriate rules and procedures needed to implement 
the law and have authority to adjudicate administrative issues 
outside the authority of the PC. The enabling legislation 
usually provides recourse to civil courts for other dispute 
resolution. The TWG chairperson is typically delegated control 
over assets being privatized and is authorized to transfer state 
owned assets to new owners. The TWG is disbanded when the 
industry privatization process is complete.

Land reform, collective farm privatization and milk process­ 
ing privatization are all in the implementation stage. The first 
two are quite far along; implementation is just beginning for the 
latter. Results are summarized below.

A. Land Reform

Under the November 1990 law, all holders of agricultural 
land as of July 21, 1940, or their heirs, were eligible to 
reclaim land nationalized after that date. The law also included 
provisions for others with current use rights to file ownership 
claims. The closing date for filing claims was June 20, 1991. 
Records indicate that over 100,000 claims for private farms or 
other small rural land holdings were registered by individuals 
with land restitution rights. This is about 36 percent of all 
claims filed. Over 110,000 claims for farms (averaging 24 
hectares) were filed, an additional 100,000 claims were filed for 
small subsidiary plots (6 hectares) and another 100,000 claims 
were filed for household plots averaging 2.4 hectares. Adminis­ 
trative records show that over 95 percent of all claims had been 
successfully processed by mid 1992. The intent of farm land 
privatization was to redistribute land corresponding to ownership 
patterns prevailing in 1940. Hence, no more than 50 hectares of 
arable land could be reclaimed under normal circumstances.

The first land law granted permanent use rights to eligible 
claimants. Authors of the legislation were concerned that land 
reclaimed by cash poor ethnic Latvians should not be immediately 
resold to others. Secondly, the legislative intent was that new



owners should actually work the land themselves before full 
ownership rights are conferred.

The second land law clarifies provisions under which suc­ 
cessful claimants of restitution rights can receive title. It 
further sets out procedures by which current users and others 
without rights of restitution can purchase land. Ownership 
rights can be conferred beginning January 1, 1993. Lack of 
cadastral surveys and administrative land registration procedures 
hamper this process.

Prices for the purpose of initial state land sales represent 
productivity in rye production for land of identical or similar 
classification multiplied by the producer price for rye at the 
time the sale is made. Discounts up to 75 percent may be made 
available. Land classification and productivity figures have 
been maintained on all Latvian agricultural land throughout the 
period it was under the control of the former Soviet Union (FSU) . 
Results from the 1988 survey are initially used to estimate 
productivity.

The above figures indicate that a quick redistribution of 
land to new owners has taken place. But, many new land holders 
have little, if any, experience as farmers. The law does not 
restrict land leasing, but new owners with limited interest in 
working the land themselves are hesitant to lease land to others. 
In part this is because of limited experience with leasing as a 
tenure form. In most cases, however, it seems that the psycho­ 
logical benefits associated with permanent possession of arable 
land, after more than 50 years of collective state ownership, 
preclude easy transfer of temporary use rights to non-owners even 
if the new owner is unable to utilize the land efficiently.

Many former collective farms have lost half or more of their 
arable land to the newly formed private farms. Arable land is 
often taken from around the buildings of a working dairy or other 
animal production unit causing the building to become quite 
worthless for continued use. (Privatization of buildings is 
accomplished under the non-land asset privatization law.) 
Markets in fodder have not yet developed to the point where 
farmers growing fodder crops for hay or silage are willing to 
sell these crops (or lease the land) to farmers owning cows but 
no land. Consequently, animal based production has declined 
rapidly on the new joint stock companies, but is not increasing 
as quickly as anticipated on the new private farms.

B. Collective Farm Privatization

Enabling legislation made current and former employees 
eligible to receive asset allocations after restitution claims of 
former owners were first determined. Allocations were based on



the length of service and wages received while working on the 
farm. Thus, the law contains a bias toward current workers.

The farm PC was elected by all employees eligible to receive 
assets. These employees form the general meeting which retained 
approval rights over decisions made by the PC executive commit­ 
tee. PC functions were to handle restitution claims, transfer 
social assets and general infrastructure (schools, hospitals, 
housing, roads etc.) to local governments, take inventory and 
value all remaining non-land assets, determine employee asset 
allocations (and distribute tradeable allocation vouchers) and 
transform the unit into a joint stock company. Assets allocated 
to employees were valued using a depreciated book value approach. 
Before completing its work, the PC chaired the foundation meeting 
of the new joint stock company. At that meeting a new executive 
committee was elected. It took responsibility for selling assets 
to new owners and for operating the farm. The above process was 
completed for almost 550 collective and state farms by the end of 
1992. The process of selling off assets is a continuous one.

Rapid formation of PC's and subsequent formation of new 
executive committees for the joint stock companies effectively 
broke up the former industrial discipline. Under the new company 
charters most new managers are beholden to the general meeting 
for approval of many operating decisions. This management/worker 
interface is typical of industrial worker management norms 
developed in the FSU. It limits management discretion in making 
day to day operational decisions and leads to a less than optimum 
business environment.

The law encourages workers to claim physical assets rather 
than retain capital shares in an operating unit. This conforms 
to the goal of promoting the rapid breakup of collective farms. 
Legislation requires that assets be auctioned off to individuals 
holding vouchers. Other individuals or groups can not partici­ 
pate in the auctions without prior approval from the general 
meeting. Individual dairy and swine units, vegetable processing 
units and farm machinery are being successfully privatized using 
employee vouchers.

The strategy was designed so that individuals receiving land 
could rent equipment from the new stock companies or from farmer 
privatized farm machinery service centers. This has not hap­ 
pened, to date, in any meaningful sense. The pending law on 
privatizing agricultural machinery services is designed to 
address this issue. However, anecdotal evidence suggests that 
many employees are cannibalizing equipment parts to make machines 
unusable, hoping to purchase them at a low price, repair them and 
then resell at a profit. Acquisition of farm machinery to 
operate the new private farms thus remains problematic.



In summary, collective farm privatization has proceeded 
quickly. As planned, most former collective farms were rapidly 
transformed into private ownership structures. Privatization 
processes were designed to destroy existing industrial disci­ 
pline. When combined with rapid increases in purchased inputs 
such as fuel and fertilizer, most large farming units became 
rapidly unprofitable. By design, the joint stock organizational 
form is only temporary. This further limits their potential to 
reemerge as viable economic units. The original Government goal 
was to achieve "natural" privatization consisting of a large 
number of small.farming units.

The process of spinning off smaller units to private farmers 
will continue for the next several years. During this period 
total agricultural production (both grain and animal products) 
can be expected to decline while a new product mix equilibrium is 
being established. Although rapid farm breakup into small 
private farming units was the intended goal, experience to date 
suggests that most workers are not able to effectively gain 
control of sufficient assets to form economically viable alterna­ 
tive farming units. Moreover, many do not have the entrepreneur­ 
ial or management capability to operate commercially in a market 
economy.

C. Milk Processing Plant Privatization

The April 15 legislation allocated all milk processing plant 
assets in some 130 small and medium sized processing plants 
(satellite creameries and milkeries) to farmers. To claim these 
assets, farmers must organize into producer cooperative associa­ 
tions. The April 15th legislation called for enactment of 
additional legislation to address "privatization" in the remain­ 
ing larger (central) processing plants. This legislation was 
enacted on January 19, 1993. Plants privatized under this 
legislation will adopt a private sector ownership structure other 
than a cooperative association. Joint stock companies appear to 
be the most likely form.

The government had two major goals in mind when drafting the 
milk processing legislation. First, majority asset ownership in 
the privatized industry should reside with milk producers. 
Second, privatization of milk processing plants should promote 
formation of a federated structure of local, regional and nation­ 
al level producer cooperative associations. The law requires 
farmers to organize in local level associations to claim assets 
in small creameries and collecting stations. Unions of -associa­ 
tions are to be formed to claim assets of milkeries. Finally, 
federations of unions are to be formed to purchase assets of 
larger central processing plants. The process is designed to 
give producer associations majority asset control" in these 
plants.



Collective use rights to productive assets are granted to 
associations claiming creameries and milkeries transferred free 
of charge under the April 15 legislation. Asset "personifica­ 
tion", eg. share allocation to individual producer association 
members, takes place in January 1994 and January 1995. This 
provision is designed to prevent new asset holders from quickly 
reselling "free" assets at a profit. Government reserves the 
right of first refusal to repurchase these assets if the new 
business fails within the first three years of operation. In 
contrast to plants transformed under "personification", ownership 
titles are transferred immediately for plants transformed under 
"privatization" provisions of the January 19 legislation.

For both "privatization" and "personification" options 
producer asset acquisition quotas are determined from milk 
shipped during 1991 and 1992. Producers organized into associa­ 
tions can claim their capital shares in plants to which they 
shipped milk during the referenced period.

As of early March 1993, more than 50 producer associations 
had been formed. The MOA has organized 18 PC's to manage the 
privatization of central processing plants and satellite plants 
which are not claimed by farmers. Legislation provides that 
farmers make up the majority of PC membership. Moreover, farmers 
are given an initial priority allocation to purchase at least 70 
percent of the plant asset value. Employees are granted alloca­ 
tions to no more than 10 percent and outside groups or individu­ 
als to no more than 20 percent. The state will retain unsold 
capital shares.

Similar to other agricultural privatization legislation 
assets are valued using a depreciated book value approach. The 
original value of assets purchased prior to 1991 are expanded by 
a factor of 10, and assets purchased in 1991 by a factor of 3, 
before applying depreciation factors. Farmers can receive up to 
75 percent discount in purchasing allocated shares. Employees 
receive a 25 percent discount. Payment can be deferred for up to 
five years.

Two offerings of capital shares are made for each unit being 
privatized. Each offering has a one month deadline. After the 
second offering the foundation meeting of the new company is 
held. The Charter of the new company must contain a clause 
regarding the disposition of remaining shares held by the state 
that were not transferred to the private sector.

The law makes no provisions for liquidations, but PC's will 
most likely have to address this issue. Major industry and plant 
restructuring can be expected during 1993 as only limited re­ 
structuring occurred during the past 50 years. Many smaller 
creameries and milkeries are not economically viable and may not 
be claimed by farmers. If left unclaimed, these plants revert



back to the central plant structure under which they were previ­ 
ously organized. There is also a possibility that some central 
plants may be liquidated or merged into a common ownership and 
management structure during the process.

t

The law envisages that privatization will be completed 
before the end of 1993. Given the complexity of the tasks 
involved this schedule may have to be extended. As of early 
March, two central plants have almost completed the privatization 
process ?nd at' least three others were proceeding smoothly. In 
most cases however, the existing plant management is just begin­ 
ning to realize they no longer control the decision making 
process. Similarly, farmers are not yet aware of their new 
powers and responsibilities. The participant nature of the PC 
can provide the basis for discussion and negotiation needed to 
forihalize future ownership and management roles.

The Latvian dairy industry is relatively small. Between 
1990 and 1992 milk production declined from about 1.9 million 
tons to just over 1 million tons. To date, there has been no 
major foreign investor interest in buying plant assets. However, 
the process selected by the Latvian government is not well suited 
to asset purchase by outside investors during the formal privat­ 
ization process.

New western based foreign markets have been identified in 
recent months. They invariably require higher quality products 
than are now available. Foreign firms have recently expressed 
interest in investing in new plant and equipment for export 
production of casein and powdered milk once enterprises have been 
privatized and new leadership emerges. Additional expressions of 
interest may surface during PC deliberations over the next few 
months. In several cases these potential joint ventures may 
become part of privatization plans developed by PCs.



5. MONTHLY AID REPORTS



DATJS: August 5, 1992

FAX NO. 705-908-1649

FROM: Nils Meinga^lis, Riqa, Latvia 
FAX NO. 5?8 - 49'- J48966 
RE: Reports for June and July

JUNE

in an effort to provide the consulting team with data and relevant 
information on the dairy industry in Latvia, I tried to contact as 
many people as possible, in general we found virtually all of them 
supportive of Oui' project. Having met with many of these people in 
my previous trips to Latvia, 1 found them especially forthcoming in 
light of the "non-profit" nature of the project. The following are 
among the many people I met with in June.

Guy-Jean Abel, Economist and consultant. Mr. Abel is working on 
behalf of the European Community's PHARE program and has an 
office in the Miniar.ry of Agriculture just as we do, We 
worked out an arrangement whereby we would Keep one another 
informed of problems encountered and provide one another with 
sources of information,

iveta sers, Deputy uirector, Ministry of Foreign Trade, Department 
of western countries. MS. sers provides the team with the 
most recent agreements signed between the Republic of Latvia 
and western countries relating to agricultural imports and 
exports. This has helped us determine the potential market 
tor dairy products both here and in the West.

Arvils sautins, consultant, Economics commission, Latvian 
Parliamfinr.. Mr. saurins has been providing us with 
legislation concerning agriculture and introduced me to 
Marianne Berzins, Director of industrial statistics at the 
.statistics committee. They have since provided us with all of 
the statistics conrad and 3. have requested regarding 
production, employment and prices in the agricultural 
industry. I arranged to spend about. 5-4 hours a week at the 
statistics committee translating statistics and entering them 
into my laptop whenever ii might, be xiecfedfeary. In June we 
compiled agricultural production and import and export 
statistics through 1991.

Elona Dubra, professor of Economics, University of Latvia. 1 made 
an arrangement with Ms. Dubra whereby University of Latvia 
graduate students would volunteer to do research on our behalf 
when classes resume in September.

Martin sesks, President, Latvian Dairy committee. Mr. Sesks is in 
charge of revitalizing the dairy associations that existed 
during Latvia's independence between 1920-1940. He has proved



invaluable in our subsequent trips to dairy plants throughout 
the republic - he seems to be on a first-name basis with 
everyone in the dairy industry.

inese Tvirr.n ipr.fi, consul r.ant to the Latvian parliament and American 
Bar Association T.i/json. Ms. Birzniece lets us know which laws 
have been passed and which have been translated into English 
so that we don't overlap our work.

Georgy Kneller, Director, LAGAP - a recently-established private 
company that facilitates barter arrangements between Latvian 
agricultural enterprises and their counterparts in the former 
republics of the Soviet Union. it was interesting to learn 
from Mr. Kneller that the impasse in trade relations between 
Russia and Latvia at the state level has resulted in direct 
enterprise-to-enterprise contacts between the republics. They 
are optimistic about Latvia's future export potential once gas- 
prices are de-controlled in Russia as they are in Latvia (i.e. 
given a level playing field, latvia has a marked comparative 
advantage in many sectors of the agricultural industry) . Mr. 
Kneller has promised to keep us abreast o£ market 
possibilities in the East for those Latvian enterprises we 
will be involved in privatizing.

The list of people within the Ministry of Agriculture with whom we 
work is too long to raenta.on here. The most prominent of those are 
Voldemars Atkacuns, Director, and Ilze Martinsone, Assistant

provided. UD with our offices and serve as 
Minisr.Rr nf Agriculture, Dalnis

TRIPS

our channel to the

In June, we took two, one-day trips to milk processing plants in 
the regions of Valmiera and Jelgava. The former is the most modern 
and viable plant, the latter is relatively old and problematic one. 
Throughout June we were led to be] ieve that the Ministry wanted us 
to use Jelgava, the least viable enterprise, as our model for 
privatization. Apparently, the Ministry believed that 
privatization might be a saving grace for the plant; it also turns 
out that Mr. Atkacuns, our main Ministry contact, is from the area.

The plant in Valmiera has Finnish processing and packaging 
equipment and seemed to be well on its way to surviving; the 
satellites of this plant, however, were in poor shape and probably 
could not survive on a 3t.and-o.lone basis. The directors of these 
satellites voiced, concern over being privatized first, i.e. having 
to leave the central plant in Valmiera from whom they receive all 
of their supplies. The Ministry also steered us away from using 
this plant as a. model because it was atypical.

My visit to the Jelgava plant with vince Morabito (conrad had 
already left for Bangladesh at the time) led us to believe that if
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this was a typical plant, the industry was in for a tough time. 
The lack of sanitary conditions and news that the plant had a 
dysentery infection in their milk (hundreds of people became ill) 
less than a year ago, confirmed our belief that the plant was 
inviable. After a number of discussions with the Ministry, we were 
able to convince them that the first privatization should be 
successful ones for both political and economic reasons.

LAWS

we prepared comments on the draft food-processing law and the land 
reform law which will govern the privatization of the dairy 
processing plants. The comments were distributed to the Minister 
and to those drafting the legislation.

JULY

I spent most of my first week setting up the office (renting office 
equipment, insuring it, installing an alarm, etc,)- I also began 
to look for administrative assistants we could use in the next 
phase. Upon returning, I found that, our comments on the Latvian 
legislation were well-received, and that changes we suggested have 
been incorporated in the draft. The processing law is expected to 
be passed in mid-September. Mowevor, in an effort to hasten the 
process, we have been told that the Ministry of Agriculture will be 
requesting for a decree by the council of Ministers allowing us to 

earlier,

In July we spent more time travelling in an effort to visit most o£ 
the processing plants in the Latvian dairy industry by the 
beginning of August. We visited some 14 processing plants 
tnrougnour the Vteatern r«giun of th« country and vicited 5 more in 
the northeast. on August 5 & 6 we will visit plants in the 
southeastern region of the country thereby more or less completing 
our overview of the dairy processing industry. During these trips 
we found some potentially viable plants that should be used for our 
pilot privatization. Of particular interest to us was a dry milk 
(powdered) processing plant that is currently exporting 50% of its 
production to Holland, Germany and Switzerland. Also, we found a 
dairy processing plant which was actively seeking markets in the 
former USSR.

LAWS

We are working on translating and understanding a number of laws 
which govern privatization. On July 10 and 17.- the Latvian 
government passed laws that govern uhe valuation of property to be 
privati fcpri, i-fip order for tr.ansi'onninq state enterprises to share 
companies, amendments to the tax laws, and new laws on the 
privatization of. agricultural land. we are in the process of 
reading and commenting on the new draft processing law in an effort



to establish what, given the myriad of 3aws governing 
privatization, is the exact procedure one has to follow in order to 
privatize. it appears that neither the enterprise managers, nor 
the authors of the laws, are entirely clear about the situation.

we are also following the introduction of a new mandatory 
accounting system for companies which will be privatized, From 
what we have heard, it will be modelled after the Danish or 
Norwegian accounting systems.

MEETINGS

Most of our meetings in July were with the directors of the various 
plants we visited. They have been providing us with data 
concerning their operations and pseudo business plans they have 
developed. We have sent questionnaires throughout the industry in 
an effort to collect, data in a standardized format.

We met with a Mr. Almaguer, head of the AID mission to Europe, who
Appej^r wci co too jploftseel with e>^.v n£,t'X Uw Uixto. A^ui cuLly v-ltt;
Minister of Agriculture and Mr. Atkacuns, our Ministry contact,

evOTa^ion fcnl
Minister had brought up in a meeting Vince Morabito and I had with 
him in June. This might be of particular interest to Bob Rourlce, 
since there apparently was some discussion of expanding this 
project in order to do these valuations. We have not yet received 
the list of properties to be sold off - I'll try to get the list 
before i leave next we<inesday.

we still have information coming in from the list of people I 
mentioned in the June report. We have arranged to rent three more 
rooms on the ist.h tioor of the building for the project. We have 
met with the lawyer I suggested for the project, Filip Klavins, and 
have found him to be very knowledgeable of the legal framework 
within which corporations can be established in Latvia. He is 
waiting for word from the coopora Washington office regarding his 
potential role ae the project lawyer.

All in all, we continue to gain a better understanding of the 
industry by compiling statistics, visiting plants, interviewing 
plant directors and economists, and following the legislative 
process.

1 IcoX forward to hearing from yew tomorrow (T\iesclay) . You can 
call any time after 10 AM your time, I'll take the phone home with 
me so you can call me later in the day if necessary.

erely,



LATVIA oxwrmr BRIEFING
June 29, 1992 A

This suaaary is based on field experience in Latvia froa May 14 through 
June 19, 1992.

1. Latvian approach to privatization; A decentralized approach is 
followed. The Ministry of Economic Refora provides oversight, 
individual line ministries are responsible for implementation. 
Privatization Comaissions are appointed with responsibility over a 
designated enterprise or industry sub-sector

2. EaraJand. privatization: Private use rights to land have been assigned 
to individuals, at no cost, as of June 1991. Distribution is based on 
two principles: a) restitution to foraer owners (prior to 1940) or their 
heirs, and b) accumulated "sweat equity" (based on labor earnings on the 
collective or state faras since their formation). Legislation is being 
developed to transfer free and clear ownership titles in the near 
future. Under this process, land ownership patterns will be similar to 
those prevailing in 1940. Most new farms have between 15 and 50 ha. of 
crop land. 50 ha. of cultivatable land is the maximum distributed under 
the privatization process.

3. Nan-land fara asset privatization: All non-land fan assets for each 
collective and state fara have been valued. Share certificates have 
been issued to current and foraer eaployees (sweat equity principles) 
and to foraer asset owners (restitution of former property rights). 
Machinery have been grouped into seal-economic units (tractor, plow, 
harvesting equipment etc.) and sold to individual or group holders of 
share certificates. Share holders are encouraged to sell or swap 
shares, thus developing an informal market.

4. Breakup of collective and state faras; All collective and state faras 
are given transitional Joint stock company status. They can rent or 
lease land previously distributed to individuals but are prohibited by 
law froa owning land. This provides an incentive for individual private 
fara land and farm ownership to develop. It is estlaated that soae 
40,000 private faras existed by mid 1992. It Is expected that about 
60,000 will exist by the end of 1992 and up to 100,000 after 1993.

5. legislation to privatize processing and agro-service Industry: Sub- 
sector legislation to privatize agro-processing and agro-service 
industries is aovlng through Parliaaent. The agro-processing law is in 
its third reading with aid July as the target date for passage. The 
agro-service legislation has been through it's first reading. The 
C&L/Cheaonlcs teaa is working with Latvian professionals in the Agrarian 
Economics Institute and the Academy of Sciences responsible for drafting 
these laws and have provided input. The basic decentralized approach

1 Prepared by C. Fritsch and N. Melngailis
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6.

9.

10.

followed for privatizing collective and etate fares le being
once enacted, the legislation provides the basis wuhln wwch enterprise
privatization takes place.

SUtus_of.Jialry.^rfieeeeins..lnduaU^'< The dairy processing industry wjii 
be :.ne first agro-industry to be privatized. The C&L .'Chcnonjcs tea* 
has begun initial analysis of the ten svto-sector grouplngis slated to be 
privatized. It is expected that the initial sector analysis win be 
competed t>y the end of ttepteaber 1992. In general, the industry 
structure has changed little since the aid 1960's. since 
nationalization In the 19408, there have been few, if any. plant 
consolidations, antf little. If any. work force consolidation. 
consequently, etfjjf ?vsnt IB aoetly old. the Industry Is Inefficient and 
hat considerable excess employment. Sote central plants can be 
tranaforaed into reasonably efficient private sector operations out many 
will have to be closed, and staff laid off if a cospetiuve Industry IE 
to ne establishes, snort ten returns to Jnvestsem are quite low in 
this industry suggesting iJnlaal interest fro* foreign investors. There 
arc political factions which strongly oppose aajor foreign investment, 
citing the fact that the industry has for many years been the najor 
national earner ot foreign currency.

>TJoe nlBtortlong from •qrfrrt 1 IhqrallTatlcn: PT1CU distortions fron
aarKet liberalization are OAilte severe, affecting both faraers and wage 
earners. Between the first quarter of 1991 and the first quarter of 
1992. average wage sonthjy earnings rose about 3.3 Uses while producer 
prices for dairy products rose about 11 tines. Basic grains race about 
4 tines. Oil and gas products, and far* machinery arc close to world 
irvel prices. They increased nore than 22 tines over the period.

Dfffrtwmnc LBnm ot traflc fnr gvportJB '• Tne oajor narket
for dairy products has been the toner Soviet Union and now the Russian 
state, under prevailing Darter arrangesents the value of Latvian dairy 
products traded with Russia has been reduced by half since the first 
quarter of 1991 as ftusna cnarges world prices for patroleua products 
exported, surpluses, subsidy policies and product duaping practice* 
followed by Western countries saxes Latvian dajry products non- 
conpetltlve in western sarkets.

coilaoae_o£. state banJanc_flnd_ixacllne ey«aas: centralized state 
trading and banxing aectianicas have collapsed and private sector trading 
and banking institutions have not yet been established. Cbrwequantly , 
funds froa state trading stores celling dairy productc are not being 
returned to the stats baniunc cysts* and procasslng firas lack 
alternative aecnanites to collect eoneyc owned then. As a result, 
farmers have not being paid since Hay for their products sold Uiroush 
tne stats trading network.

Sbctt. tern. prcDiscft_iAfi»d.J9y La.vvian.ju8riDulVurfi« Latvia haa moved 
quicicly than any eastern European oouirtry In effectively privatizing 
iara land and collacUve farac. Markets have been liberalized end 
privatization of specific agro-Industry «uh»eectore Is imminent. Price

'



disequilibria prevails as former stable (but economically irrational) 
price levels are set free and a new set of price equilibria, based on 
free market principles, is not yet established. Western banking and 
corporate legal institutions are not yet in place as substitutes for the 
previous set of socialist institutions. The following problems need to 
be addressed:

lack of short and long term credit availability to accommodate the
fast pace of farm privatizations;
deteriorating terns of trade with Russia and inability to compete
in western aarkets with traditional agricultural exports;
rapid increase in costs of imported farm inputs;
strong farmer deaand for government subsidies to make up losses
from breakdown in state trading system and rapid price increases
in purchased inputs
grain shortages -- due to breakup of former trading patterns —
may reduce availability for dairy and meat industries as human
population needs are met first.



STATUS REPORT
LATVIA AGRIBUSINESS PRIVATIZATION PROJECT

JULY 1992

Both advisors were on-site most of the period. N. Melngailis 
returned July 1 and C. Fritsch returned July 9. Work continued on 
deliverables contained in the present workplan. New work was 
initiated to identify dairy processing plants for privatization. 
Criteria for ranking plants by privatization potential were developed.

The following subsectors were identified as MOA priority areas 
for project assistance: (1) dairy processing, (2) meat processing, ("}) 
grain milling, and (*> farm machinery and equipment services.

1. The original law on privatizing agricultural processing 
enterprises was not enacted before Parliament recessed in July. A new 
law has been prepared for introduction at the next session beginning 
in mid August.. This has been reviewed by the team and comments have 
been prepared.

?. The MOA agribusiness privatization strategy is to obtain a decree 
from the Council of Ministers authorizing privatization of several 
model dairy processing plants. This activity is expected to be on­ 
going while the revised law is being discussed by Parliament. 
Experience gained during the model privatization phase is to be 
included in the new law.

5. The ministry has identified some 65 regional and local plants to 
be privatized in the first phase. An additional 10 large city plants 
are to be privatized in the second phase.

4. Field trips were made to fourteen city, regional and local milk 
and cream processing plants. Plants were visited to identify 
potential sites to be included in the model privatizations.

r) . initial discussions were held with farmers, farmer organizations 
and MOA staff to address workplan objectives to: (a) determine terms 
and conditions to form dairy producer societies, and (b) determine 
economic relationships between dairy producers societies and state 
owned central processing companies. This activity is progressing 
according to workplan schedule. It provides guidance for developing 
local level agricultural producer associations which are targeted by 
government to become part owners of assets in privatized dairy 
processing plants.

G. A report developing guidelines for management and control of 
state enterprises was completed in accordance with the workplan.

7. Because of the heavy emphasis on privatizing dairy processing 
plants, government has not yet submitted legislation to guide 
privatization of agricultural service enterprises. As a result, 
project activities relating to privatizing agricultural services have 
been delayed.



STATUS REPORT
LATVIA AGRIBUSINESS PRIVATIZATION PROJECT

AUGUST 1992

C. Fritsch was on site the complete month. N. Melngailis was away from site August 
12 to 25. V. Morabito, Chemonics Director for Central and Eastern Europe was on-site from 
August 10 through August 15. He conducted a supervisory visit and assisted in developing the 
draft workplan for the new Delivery Order No. 9. Preparation of the new work plan is a 
deliverable on the existing Delivery Order No. 4.

August activities were concentrated heavily on completing remaining workplan 
deliverables due on August 31. They included developing analysis and recommendations on: 
a) general terms and conditions of farm privatization and development of a model to form dairy 
producers associations, b) the economic relationship between dairy producers societies and state 
owned central dairy processing companies, c) GOL plans and legislation for cooperatively 
owned agricultural service enterprises, and d) phase II of collective and state farm privatization 
activities.

The MOA requested that item c be postponed until later in the Fall as the heavy emphasis 
on privatizing the dairy producing industry resulted in slippage of the planned time table for 
developing legislation and plans for privatizing enterprises in the agricultural services subsector. 
Analysis and recommendations on the remaining deliverables were completed. An executive 
summary of a paper on the Current Status of Collective and State Farm Privatization and Models 
for Dairy Producers Associations in Latvia is attached to this report.

Privatizing dairy processing enterprises is unique from other agribusiness enterprises in 
that there is strong pressure from Parliament to restructure them into the private sector giving 
producers associations majority asset ownership. This accounts for the heavy emphasis in the 
current workplan for analysis of farm privatization, models for producers associations and the 
economic relationships between associations and central processing plants. Government policy 
is to privatize dairy processing plants in two phases: the first phase (targeting regional and local 
plants) is likely to start in October. The second phase (targeting large city plants) is likely to 
start in early December or January. Under Latvian law Privatization Commissions, composed 
primarily of Stakeholders, are responsible for all substantive decisions regarding privatization 
of firms within their jurisdiction. The team expects to complete, by early September, a short 
list of screening firms for ranking by a dairy industry specialist.

Because of the unique complexities involved in preparing the dairy industry and 
individual enterprises for privatization, a model privatization plan was also developed for use 
by Latvians responsible for drafting enabling legislation. Parliament returned from summer 
recess in mid-August. By the end of the reporting period pressures for action to pass enabling 
legislation mounted, with Latvian technicians using recommendations provided by the team.



Current Status of Collective and State Farm Privatization
and Models for Dairy Producers Associations

in Latvia1

Executive Summary

This paper addresses Implementation Tasks IV A., VI B. and IV C. of the Latvia Agro- 
Industry Privatization Project (Delivery Order No. 4). Section A reviews major privatization 
effects on collective and state farms. Section B develops alternative models for producers 
cooperatives to support privatization of dairy processing plants. Section C discusses the 
economic relationship between dairy producers associations and state owned regional and central 
dairy processing companies.

A. The Status of Collective and State Farm Privatization in Latvia

Latvia chose to privatize its collective and state farms using a spontaneous privatization 
approach. The long run goal was to break up collective and state farms into smaller and more 
efficient units with minimal interference from the state. State and collective farms were 
transformed into joint stock companies. Many rural Latvians consider this to be a temporary 
ownership form. The operational idea guiding the privatization process seems to be that in all 
cases the existing and newly formed small scale farms will be more efficient than the new joint 
stock companies restructured to take advantage of the emerging market economy. This concept 
should be reevaluated using objective farm economics criteria.

1. The broad policy goal of farm privatization should be to achieve efficient economic units 
through restructuring of former collective and state farms and the commercial growth of 
small scale farms. To achieve this goal:

Farm management research is needed to identify optimum farm sizes under 
alternative technology and pricing options. This information can form the basis 
for educational programs for government officials, Agricultural Advisory Services 
(AAS) staff and farmers so that the on-going farm privatization process will result 
in economically sized commercial farming units.

The AAS should be expanded and possibility for providing appropriate business 
management skills for both small scale and large scale farming enterprises should 
be expanded. JSC managers also require improved personnel management skills. 
The broad goal of the AAS should be to serve as a bridge between small and 
large scale farmers rather than to further divide them.

2. Land laws should be amended, if required, and procedures and educational services 
developed to encourage new land owners to lease land to JSCs and other commercial

Prepared by the USAID Latvia Agro-industry Privatization Project, 3 September 1992.



farmers rather than keep land in sub-optimal agricultural uses. Progressive land taxes 
should be considered as a policy instrument to achieve improved agricultural land use.

3. To promote interfirm competition and a market economy, widely disseminated producer, 
wholesale and retail market prices are needed. Public sector data collection and 
dissemination programs should be developed for this purpose. Donor support, including 
provision of computers, should be secured to implement such a program.

B. Models for Dairy Producers Associations in Latvia

In Latvia, farmers cooperatives are important business entities because there are no other 
private sector supply and marketing enterprises available. However, if farmers cooperatives 
simply inherit the existing inefficient state dairy processing system, the cost of restructuring the 
industry will become the responsibility of producers -- unless of course the state continues to 
subsidize excess production at prices above those that would prevail in a market system.

Unlike most western countries which used subsidies to promote self sufficiency, Latvia 
dairy producers have already achieved this status. Latvia's needs are to rapidly create an 
efficient production and processing industry that can respond to existing domestic and export 
demand. The major policy consideration is how to recapture a major share of eastern markets 
lost over the past few years, supplemented by new niche markets in selected western countries.

The ultimate goal of privatization is to improve enterprise and industry efficiency. 
Fairness considerations suggest that asset ownership be divided free of charge, among 
producers and employees. Competitive considerations suggest that neither cooperatives 
nor employees should gain absolute control over the industry through free asset 
distribution. After free share distribution is completed, remaining assets may be sold, 
preferably at auction, to establish a market value for shares distributed free.

Full cooperative ownership of all dairy processing plants is likely to restrict necessary 
industry restructuring required to create an efficient dairy processing industry.

At regional and central levels government should promote joint stock company structures 
including producers, employees and management.

Government should minimize it's share of assets retained in privatized enterprises. The 
goal should be to transfer full asset ownership to the private sector at the time enterprises 
are restructured. Transferring all state enterprises to cooperatives with no regard for 
efficiency may be simply setting up another monopoly enterprise while shifting the cost 
of restructuring to producers.

Liquidation of inefficient plants should be addressed directly by Privatization 
Commissions. Deferring this outcome to newly privatized firms will place a potentially 
unmanageable financial burden on producers who are already facing a highly unfavorable 
cost and return situation.



To minimize negative political reactions, foreign investors should be brought into 
ownership only after assets have been distributed or sold to new Latvian owners. Their 
investments will expand enterprise equity capital.

Government should minimize the share of assets retained in privatized enterprises. The 
goal should be to transfer full asset ownership to the private sector at the time enterprises 
are restructured.



STATUS REPORT
LATVIA AGRIBUSINESS PRIVATIZATION PROJECT 

SEPTEMBER 1992

C. Fritsch and N. Melngailis were on site the complete month. Mr. Joe Kagan, former 
CEO of Dannon Yogurt Company was on site from September 17 to conduct an industry survey 
of shortlisted dairy processing plants slated for privatization with project assistance. He will 
remain in Latvia until October 5.

All deliveraoles under Delivery Order #4 were completed on time and the final report 
is completed in draft form. At the request of the Ministry of Agriculture the team is continuing 
to provide analysis and comments on the agricultural processing and service laws which are still 
being discussed in the Parliament.

The team is continuing work on the analysis of industry level tax, price, credit and 
economic policies affecting privatization of subsectors selected to receive project assistance. In 
addition, nine processing plants were shortlisted for review by Mr. Kagan. He will provide 
enterprise rankings and recommendations on one central and one regional plant which, in his 
opinion, have the best economic potential to be privatized on a pilot basis. His recommendations 
will serve as input for determining the first plant to be privatized using project resources. It is 
expected that a decision on starting the pilot privatization in the dairy subsector will be made 
in mid October in conjunction with the Ministry of Agriculture and the Project Managers from 
Coopers and Lybrand and from Chemonics International who will be in Latvia at that time.

Initial sub sector analysis activities were started on the universe of meaTprocessing plants 
being considered in the selection of a pilot plant to be privatized. Based on our experience with 
the dairy industry, it is expected that these industry preparation activities will take at least three 
months to complete. During this time the team will address questions about privatization that 
have been raised by industry leaders and complete technical analysis needed to bring the meat 
processing industry to the level of receptivity now experienced in the dairy subsector. In 
addition to the required technical analyses. recurrent individual and group discussions with 
ministry and industry leaders and site visits to plants with highest potential for successful 
privatization are carried out as needed. These activities provide additional understanding of the 
industry and the potential privatization sites and serve to develop rapport and trust with industry 
and ministry leaders.

During the reporting period, two additional administrative and clerical assistants were 
hired. Both are fluent in English and can serve as translators or interpreters. The new staff will 
reduce the administrative and clerical staff load now carried out by the two permanent technical 
staff members. At the end of the month, the Ministry of Agriculture assigned two additional 
permanent offices to the project, but at least one more is required.



LATVIA STATUS REPORT
LATVIA AGRIBUSINESS PRIVATIZATION PROJECT 

OCTOBER 1992

C. Fritsch and N. Melngailis were on site the complete month. Joe Kagan was on site from 
September 17 until October 5 to conduct a survey of shortlisted dairy plants. His conclusions 
and recommendations have been forwarded to the appropriate Latvian government officials.

At the request of the Ministry of Agriculture the team continued to provide analysis and 
comments on the agricultural proce _,,ng and service laws which are still being discussed in the 
Parliament. The dairy processing law will be presented to Parliament in early November and 
the service law is in the final stages of the drafting process. The Ministry has unofficially 
concurred with Joe Kagan's choice of the top central and top satellite plant being those which 
the privatization team will work on. The team has begun a more detailed analysis of the 
Tukums satellite processing plant and the central plant in Valmiera to lay the groundwork for 
the accountant who will be restructuring the accounting systems of these plants in mid 
November.

The privatization of the Tukums plant has been chosen as the focus of a training program within 
the Ministry. Economists and accountants from some of the larger dairy processing plants, in 
addition to Ministry personnel responsible for privatization, will attend an intensive 3 week 
seminar to be held at the Ministry and on-site at Tukums processing plant. Topics will include 
micro and macro economic theory, accounting principles, valuation, marketing, ownership 
structures, privatization^ nd business plan development. The Tukums plant will be used as a 
case study to provide a tangible model for the managers of the other plants.

The team also initiated studies of the meat and grain sectors. As a result of an initial economic 
appraisal and discussions with EC Phare consultants and Ministry officials, it has become clear 
that: a) the Ministry would prefer that the team concentrate on the grain industry after dairy, and 
b) the bulk of the meat industry work be left to the EC consultants. The more viable meat 
processing plants have been slated for privatization beginning in 1994 and are more or less 
outside the scope of the current work order. This does not present a significant change to the 
workplan, rather a reordering of priority industries. The team is also pursuing an opportunity 
to replace the meat sector with the flax industry; one that might be more conducive to attracting 
foreign investment than traditional agricultural sectors.

In October, the Ministry provided the project two more rooms and the remainder of the office 
equipment has been installed. Materials are being prepared for the training program and 
preliminary data has been collected on the grain industry. The team hopes to have an industry 
specialist arrive in mid to late November to conduct a survey of enterprises that may be 
privatized in the grain industry.



STATUS REPORT
LATVIA AGRIBUSINESS PRIVATIZATION PROJECT 

NOVEMBER 1992

Conrad Fritsch and Nils Melngailis were on hand for the entire month. Benita Pulins, a CPA 
from Coopers & Lybrand's Salt Lake City office arrived on November 18 to assist the team in 
constructing standardized financial statements of the dairy processing plants to be privatized. 
Ms. Pulins will work with the team in Riga until December 10.

November activities were concentrated mostly on developing a framework for privatizing the 
Tukums dairy processing plant (identified by Joe Kagan, the dairy specialist, as the best 
candidate among the plants to be privatized). This involved compiling financial data and 
analyzing the statutes of the Cooperative Association which is in the process of receiving 
ownership of the state-owned assets of the plant. At the request of the Ministry, and in an effort 
to maximize the benefit of the team's work in privatization, a training program was organized 
which included the use of the Tukums processing plant as a case study. The accountants and 
economists from other processing plants have been participating in the training sessions which 
have concentrated mainly on transforming the accounting systems of the plants.

In October, the Parliament of the Republic of Latvia passed legislation introducing a new 
accounting law which is based on the 4th directive of the European Community and modelled 
largely after the accounting law in Denmark. All Latvian enterprises are required to begin using 
the new accounting law on January 1, 1993. Ms. Pulins has been working primarily on 
transforming the accounting systems of the Tukums and Valmiera processing plants and has 
provided a framework for other plant accountants to work on their own. Managerial accounting 
and asset valuation methods were introduced to the trainees who are to begin working on writing 
privatization plans for their enterprises in December and January.

Considering the relatively advanced stages of privatization legislation in the dairy sector and the 
priorities set by the Ministi$1he team has been asked to double its efforts in the dairy and grain 
sectors until such a time ttial legislation allows further action in the meat and service sectors. 
The team is planning to work on the privatization of at least two dairy processing plants and 
provide the Ministry with a privatization plan for the Valmiera central dairy processing system 
which encompasses one central and eleven satellite plants.

Activities planned for December and January include assisting the privatization commission of 
each of the dairy processing plants and to conduct asset valuations. A preliminary screening of 
the grain industry is being conducted in anticipation of the arrival of a grain industry specialist 
in January ,}3r February. Ministry personnel will be trained throughout the process of 
privatization1! an effort to leave a core of consultants on the termination of the project.



December/January Report 
Latvia Agribusiness Privatization Project

DECEMBER

Conrad Fritsch and Nils Melngailis were in Riga until December 19. 
Most of the time was spent working on the dairy processing privatization 
legislation, collecting data from dairy plants for business plans, and 
conducting an initial survey of the situation in the grain industry. Early in 
the month, the Ministry of Agriculture requested that the team assist in the 
development of the grain program. The Prime Minister had issued a 
decree in November liquidating the grain monopoly "Latvijas Labiba" and 
the Ministry had to develop a strategy before Christmas. The team 
worked extensively with deputy Prime Minister Andris Skele and the 
author of grain legislation Andris Miglavs and suggested a timefraine of 
four months to pass restructuring and privatization legislation. It was 
learned in January that most of the suggetions were accepted.

JANUARY

Conrad Fritsch, Bruce Carrie, Nils Melngailis, and Si Matthies, the grain 
speciab'st, arrived in Riga in mid-January. Of the three grain proposals 
submitted by foreign consultants, the version we submitted seemed the 
most realistic in the eyes of the Ministry and the World Bank. As a result, 
the IBRD supported the team to do the groundwork for the funding that 
was being made available for the break-up of Latvijas Labiba monopoly.

The team began to survey a number of enterprises in the grain sector in an 
effort to develop a more detailed plan for the break up of die monopoly. 
Data was collected on the debt structures of the enterprises and estimates 
were made on costs of production throughout the sector, from grain 
elevators, to flour and feed mills, to bakeries. Conrad Fritsch and Si 
Matthies worked primarily on the grain enterprises and the macro review, 
while Nils Melngailis and Bruce Carrie gathered and analyzed financial 
data and began to estimate the broader characteristics of the capital market 
in Latvia. The dairy processing plant privatization law was passed in 
early February and the team planned to assist enterprises in implementing 
the law.



January Report

Our work in Riga resumed in the second week of January following the holidays. 
Most of my time wai spent providing the orientation for Bruce Carrie and Si 
Matthies, assisting the World Bank mission to the Ministry of Agriculture, 
negotiating expanded/extended work with the Ministry, and conducting research on 
the grain industry for Mr. Matthies.

We decided that it would be best for Brucc to spend most of his time working with 
Si and Conrad on the analysis of the grain industry as long as Mr, Matthies was 
here. We spent a great deal of time with Hoonae Kirn, team leader of the WB 
mission, as well as Boudoin de Marken and Ambassador Silins in an effort 
coordinate our project with the WB and to gain support for an expansion of our 
project.

Prior to the holidays, the Ministry asked ALC, the EC consultants, and our team to 
come up with suggestions for dismantling the Latvian grain monopoly. Upon our 
return to Latvia the First Deputy Minister Mr. Skele said that he thought our 
proposal was the most acceptable of the three he received and would support our 
team for project funding. In an operational meeting between the World Bank, the 
Ministry of Agriculture, and the Ministry of Finance, a decision was made to 
support USALD funding for an expansion of the project and letters of support will 
be sent to US AID from both Agriculture and Finance ministers. Ms. Kirn also 
secured a letter from Prime Minister Godmanis to the directors of the World Bank 
stating that these privatization and restructuring projects are a priority for the 
T.arvian economy. Last Thursday, Ms. Kim met with Ambassador Silins and came 
away believing that we shouldn't have a problem getting the funding. I'm not 
certain how much experience the Ambassador has regarding AID procedures. In 
any case, the Ambassador told me he'd be sending a letter to D.C. next week.

de Marken has spoken to Michael Brooks about this a number of times and got a 
positive response from Peter Or, second or third in line after Almaguer at the 
US ADD mission. We are working on the grain proposal, including LEO estimates, 
over the weekend and should have something for you by Wednesday (we'd like to 
give the Ministry a chance to comment before we send it on to US AID). Ms. Kim 
will return to Washington on February 7 and go to meet people at AID sometime 
during the week of the 7th to talk about the project.

We have been working closely with those Ministry privatization people responsible 
far selling enterprises outside our current sectors (the project I described to Brooks 
while we were in D.C.). This would be a separate project involving more 
investment banking and finance work than our current one. We'll visit some of the 
plants this week so that we can get a better idea as far as staffing, budget, 
timeframe, etc. We should have a draft by Feb. 8th. According to Ms. Kim, The 
World Bank might be interested in tying in with this proposal as well.



The grain sector report by Si Matthies is going to provide the basis for the expanded 
work and should be part of the proposal to US AID. Si Matthies will be here until 
Feb. 4. Upon his departure the team will concentrate more heavily on our work in 
the dairy privatizations and try to get the Tukums business plan, statutes, etc. done 
by the end of the month. Brucc has been familiarizing himself with the Latvian 
Accounting system and corporate legislation. The dairy processing privatization law 
was finally passed by parliament last week which will enable us to proceed more 
quickly in this sector. Many of our suggestions were included in the law.



LATVIA AGRIBUSINESS PRIVATIZATION 
FEBRUARY-MARCH REPORT

The dairy industry privatization law came into effect on February 1. This completes the first 
phase of privatizing this industry. The second phase, during which most individual enterprises 
will be formally privatized, will continue until September 1993. The law transfers majority asset 
control in state owned dairy plants to farmers organized into producer associations. During 
February and March continuing advice on farmer and employee organization strategies was given 
to five central and regional plants. The preparation of business plans is underway for up to 
three plants targeted for project assistance. The need for formal asset valuation and preparation 
of tender documents for sale of plants to be privatized is not required as the law pre-identifies 
the ownership structure for each plant. Most assets are transferred free of charge.

The team completed the first of two industry analyses in early February on the Latvijas Labiba 
grain complex. The report included a draft strategy for restructuring and privatizing the feed 
mill, flour mill and bakery subsectors. The strategy is being discussed and refined in association 
with responsible government officials. The team, assisted by a Latvian-American lawyer, is 
interacting on a regular basis with individuals and groups preparing the grain marketing and 
privatization laws.

Additional data is being collected and analyzed to measure economic performance of the sector 
and to assist in restructuring the grain and bakery products quality and quantity control 
mechanisms and regulations. It is anticipated that privatization of firms in the bakers sub-sector 
may be started before national elections in June. However, privatization of flour and feed mills 
is not likely to start until after midyear.

Additional shor&erm industry specialists and accountants are being recruited for April activities. 
The second grain industry diagnostic study is scheduled for completion in early May and initial 
assessment of individual bakeries will be started by mids^pril. Additional work on transforming 
dairy sector accounts to conform with Vvestern accounting standards is also anticipated in April. 
The team will continue to provide financial analysis to Tukums, Valmiera, Priekule and other 
dairy plants on an afcneeded basis.

The MOA is considering setting up a central agency to oversee privatization of other state 
enterprises. The team had meetings with officials involved to discuss the proposed agency 
structure, the law under which it will operate and the assistance that could be provided to such 
an agency.
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trasl. 13/01/93
The Resolution of the Council of Ministers Nr. 465 
Riga November 6,1992

Regulations for organizing auctions in several state 
enterprises immovable and movable assets.

1. These regulations ( further in the text "Regulations") determines the order how 
auctions mentioned in the Law from December 12,1990 "On State Enterprises" ( 
with amendments of July 9, 1992) Article 11 selling different assets of state 
enterprises ( except complete units ) must be organized when selling the assets to 
different natural and legal entities (except state legal entities).

2. The auction is organized by Auction Task Force that is formed by order of 
the state enterprise manager. In the group following persons should be appointed: 
auctioner, accountant and recorder.

Organizing the auction for separate immovable assets the Auction Task Force 
can be confirmed only after written permission from the respective ministry and, 
(according to Regulations of the Council of Ministers of Latvia from June 19,1992 
No. 239 "On First Hand Purchase Rights of Local Municipalities"), written 
permission from local municipalities have been received. The ministry can request the 
enterprise to inform about the list of Auction Task Force group members.

3. The following auctions can be held:
1) open auction,
2) closed auction

4. The regulations for the auction are elaborated by members of the Auction 
Task Force group and confirmed by the state enterprise manager. If organization of 
separate immovable asset auction of the state enterprise occurs, the regulations must 
be coordinated with Audit Commission of the State enterprise.

5. The auction regulations has to state:
5.1. order of registration for auction participants,
5.1.1. amount of registration fee and security deposit,
5.1.2. documents necessary to register for the auction,
5.1.3. pattern of registration certificate and procedure to enter data in the 
register;

5.2. the place and time of the auction;
5.3. kind of the auction;
5.4. the initial price of the sales object.
The initial price is determined by the Auction Task Force according to the
Regulations on State and Municipal Property ( Enterprise ) and its Asset
valuation (Resolution of Council of Ministers September 21,1992 No. 397).
5.5 order how payment for the sold unit is to be paid, and order on
sales - purchase agreement conclusion;
Auction Task Force group can make amendments to the auction regulations.



6. Auction Task Force not less than two weeks prior to auction announces about 
the auction in mass media the following information:
6.1. information on unit to be sold, its initial price;
6.2. the address of the organizer of auction, phone number, office hours. 
Auction Task Force publishes or during preparatory stage gives the following 
information if requested:
- place and time of the auction;
- the place of registration and time, auction regulations;
- the place and time for unit survey;
- other information on auction regulations.
Auction Task Force registers the date when information on the auction is
published (released) and the name of the mass media.

7. Registration of auction participants starts not less than 10 days prior to auction 
and finishes two hours before the auction begins. During registration process the 
participants can get information on the regulations and conditions of the auction.

8. Minutes are taken during the auction. The minutes by request has to be 
submitted to the state enterprise Audit Commission or the ministry. In the minutes of 
the auction the following has to be described: the name of the state enterprise, the 
name of the unit proposed for the auction, the place and time of the auction, initial 
auction price, the highest bidding price, information about asset buyer, conditions of 
payment and time.

All documents of the auction have to be kept according to Laws and 
Regulations of the Republic of Latvia.

9. Participants of the auction who have not bid any asset can redeem their security 
deposit within a week.

10. If only one participant has registered for the auction the asset can be sold to 
him for agreed price.

11. If at the announced time only one participant has arrived the auction is 
postponed for two hours, then the auction is cancelled, and the auction manager 
announces that the auction has not taken place. If the only participant demands back 
his registration fee and security deposit the Auction Task Force has to redeem the 
money within one week. If the participant is not redeeming the security deposit and 
the fee he can register for repeated auction without paying registration fee and 
security deposit. Participants not attending the auction can redeem their security 
deposits but not registration fee.
12. The auction is announced cancelled :

12.1. if the information on the place and time of the auction has not been 
published in the mass media, or the auction has been announced violating 
these Regulations;
12.2. if any of participants was denied an access to the auction or the bid has 
been refused without a reason;



12.3 if the agreement has been made to halt somebody from participating in 
the auction;
12.4. if the assets have been bought by person who has no rights to participate 
in the auction;
12.5. if the registration or auction takes place somewhere else than announced;
12.6 if the assets are sold before the announced time;
12.7. under conditions mentioned in Articles 10 and 11 of these Regulations.

The Decision on declaring the auction invalid is made by the Audit 
Commission of the state enterprise or the ministry and participants of the auction has 
to be acknowledged within a week.

13. If the auction agreement is declared invalid then the auction is declared invalid as 
well.

14. If the auction is declared invalid because of the Auction Task Force fault then all 
losses are covered by the state enterprise , but members of the Auction Task Force are 
responsible according to legislation.



Council of Ministers 
Resolution No. 559 
December 30,1992, Riga

Competence of State Institutions in the Sphere of Accounting

Implementing the LR Laws "On Accounting" and "On Annual Reports of 
Enterprises", the LR Council of Ministers resolves:

1. To form a Methodical Council of Accounting which would include: 

Council Chairman

V. Dzijuma - Birznieka business centre, the head of accounting department 

Deputy Chairmen:

E. Vevers - Institute of Agrarian Economics, the head of department 
R. Cernajs - LR Supreme Council Deputy

Council Members

J. Benze - Latvian University of Agriculture, Associate Professor
I. Briksne - State Committee of Statistics, Chief Economist
V, Dzene - Ministry of Agriculture, Chief Accountant
Z. Garance - Ministry of Industry and Energy, Chief Accountant
G. Kalnina - Latvian University of Agriculture, Associate Professor
G. Majevska - Ministry of Finance, Deputy Head of Department
N. Millere - Chief State Tax Inspectorate, Chief Accountant
D. Papans - Ministry of Justice, Chief Technician
J. Placis - Software House Riga, Programmer - economist
I. Ubagovskis - Ministry of Traffic, Chief Accountant
J. Vaikulis - University of Latvia, Lecturer
D. Vanags - State Institute for Managers and Technicians of National Economy,

Associate Professor 
H. Zlatopojska - firm "Ventus", Chief Accountant

2. To approve the attached Regulations on Methodical Council of Accounting

3. To make the following amendments and additions to the Regulations of the 
LR Ministry of Finance (approved by the LR Council of Ministers Decree No. 369, 
December2(), 1991):

3. 1. to make the following wording for 7. 5. 1.:



2.2. vacates, provides comments and makes suggestions on draft Laws, draft 
Resolutions and Decrees by the Council of Ministers, and Regulations, Instructions 
and recommendations by state institutions concerning accounting and audits;

2.3. participates in the training of accountants capable of preparing balance 
sheets, and auditors for the development of Ministry of Education training programs 
and criteria for determining their professional training;

2.4. valuates forms used for general accounting and register and gives 
conclusions on them;

2.5. provides valuation on computer programs and data processing systems 
and gives recommendations on their application;

2.6. issues licences/warrants for the activity of the sworn auditors.

3. To carry out its activity, the Council cooperates with the Latvian 
Association of Accountants,

4. The Council has the right:

4.1. to receive draft laws from state institution, draft Resolutions and Decrees 
of the LR Council of Ministers, draft instructions and directions on the issues of 
accounting and auditing;

4.2. to hire other technicians to consider issues within their competence, to 
prepare conclusions and suggestions.

5. The Council includes 16 members: the chairman and two deputies, 13 
Council members. The Chairman, his Deputies and members of the Council are 
assigned by the Council of Ministers. The Council elects a secretary from among 
themselves.

6. The Council meetings are called and presided over by the Council 
Chairman. During his absence they are called and presided over by one of his 
Deputies. The Council meetings are called on requirement, but at least once a month.

7. The Council is competent, if 2/3 of the Council members are present. The 
Council adopts a decision with the majority of vote by the Council members.

8. The Council operates according to its annual workplan which includes the 
individuals responsible for the implementation of specific actions, dates for 
implementation, the necessary resources and funding.

9. The organizational work is carried out and files are kept by two technicians 
assigned by the Minister of Finance upon recommendation of the Council Chairman. 
The Ministry of Finance provides funding for the maintenance of the teclmicians and 
projects approved by the Council within the limits of resources allotted; it is included 
in the estimate for the maintenance of the Ministry of Finance.



" 7.5.1. develops and after the approval of Methodical Council of Accounting 
confirms for all the enterprises, entrepreneurial companies, establishments and 
organizations regulations for keeping accounts, instructions and recommend ; ons, 
and the necessary explanations on application;";

3.2. supplement the first line of 7. 5. 2. after the word "determines" with 
words "the state and municipal government";

3.3. supplement subarctic 7.5.4. to the Regulations:

7.5.4. develops and approves the sample contents, procedure of development and 
dates of quarterly reports for enterprises, entrepreneurial companies and 
establishments.".

4. Ministries (committees) organize training for accountants of the Ministry 
(Committee) and state enterprises supervised by the Ministry (Committee) when 
documents regulating accounting have been received.

5. Determine that Ministries can develop the necessary documents regulating 
accounting according to the peculiarities of a relevant branch and confirm them after 
they have been approved by the Ministry of Finance.

LR Council of Min ;sters 
Chairman I. Goldmines

LR Minister of Finance 
E. SilinS

Regulations

Methodical Council for Accounting

1. Methodical Council for Accounting (called "Council" below) complies with 
the LR Law "On Accounting", other Laws of the LR and the current Regulations.

The Council operates within the system of Ministry of Finance.

2. According to the Law "On Accounting" the Council has the the following 
functions:

2.1. Manages the development of draft legislation, bills, regulations, 
instructions and recommendations necessary for accounting;
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LAW Ul- I lib HLKIBLtir Of- LAIVIA

Un IranM or matlon and Privatization of State Ualrv 
Process1nn fc.nterpr 1se<5

1. terms used In the (aw

Itura I product processing enterprise - an Independent 
r Ise dealing with processing of ml Ik. meat, f lax.

ve^etab IPS , suqar beet, potatoes and qraln. and their preparation
for sa \f> .

St.a' & en I °i pr Ise - an enterprise operat.lng accordlnci to tlie 
l-tep'iii I ic of Latvia Law ' Un State linterpr 1se ' .

Stalntoi v company - "In ttrls law It sl.antlp tor .loin t-stocK 
i' «Mni<an t "s . share coinnanles. cooperative companies atid limit 
I i a I) I 11 ' v • nmrjan 1 PI .

Ansetr- - 1n this Inn the part ol assets 1n the ownership of 
va» Ions tvpes ol companies.

a-^s Iniiinnnl - (!•> I er rnlna 1 1 "ii ol shares for physical and leqa I 
q tn the common public property 1n which they are 
io icU-r s .

F'I 1 vat. 1 /a t Ion unit - state enterprise or assets owned bv state 
In a lo if) t -stock company.

:.-hai f a?^ Irinment unit - State dairy co I lectlna and processing 
»n t r>i-|ii i-;;« 1. 1 an^ I orin<vd Into da1i~v producers cooperative 
r)-.s<'x 1 a I. ions without, conipensat 1on In accordance with the Latvian 
pr.pub I ic Supreme C'ounc 1 I on "Privatization of Dairy Collecting 
and Cro'. e?s1ng Enterprises".

1 I benei A I l^etiu lat Ions

Ait.i.- \e. i. Compel en < e ol the law

l.l. the law 'leteiin 1n»s the procedure according to which

- ?lal.e property in dairy i>rrx.ess 1nq enterprise? shall be 
t r anst orm^'J ^nd privatirei):

- A^setp owned bv tlie state musl be privatised In Joint-stock 
' "imipan i»?s t >i\ tued ri\\ tlie basis of the^e enterprises or 
5 •••par a t <=• product Ion unit?:

- n«w form? ot entrepreneurial activity are developed on the 
basts ot the transt ormed state property;

- assets shall be transferred to dairy producers associations 
without compensation 1n accordance with the Resolution of



the Kepub lit of Latvia Snprfeme-tsonncH H 'Un Privatization ol 
U-airy Collecting and Processing Enterprli

I . / . A i. coi il 1 ng to th i s l«w, all state dairy pi
enterpi ises not covered bv the above Resolui. ion of the 
Supreme c'ounr. i I ot the Latvian Republic are Intended tor 
transformation and privatization; that 1s. state owned 
assets in entrepreneurial companies which have been formed 
on the LidS is ot state dairy processing plants at the moment 
the law comes into effect, with the exception ol units 
determined by the separate Resolution ot the Supreme Council 
of the Latvian Republic.

Assets in enterprises Included 1n the Resolution that are 
transferred to cooperatives shall be assigned.

Art It le 2 Legal basis tor transformation 
privatization of agricultural dairy 

processing enterprises

and

on ut
ily/
"un

t i<m . 
l.c-nt

This Law serves as legal basis for transformation anil 
privatization of APPh . as dives the Republic of Latvia Laws 
Procedure ol Privatization ol State and Municipal Properly 
Privatization Commlss Inns for Privatization of btate and 
Municipal Property'. ' Un I r ans tor ma I I on of btate and Mnni< 
tnterprises into Joint-slock Companies', "order of valuati 
pi oper tv I <->r state and cniin1«: ipa I enterprises", April I !> . l 
Resolution ot the Supreme Council of the Latvian Republic 
pi iv* t i zal ion of state dairy co I lee 1 1ncj and protesting 
entei pr i seri" or other Republic of Latvia Laws on pr 1 vat i /a 
U.iws on sptst i I 1 c toriiis ol entrepreneurial activity to an e 
that they do not conflict this Law.

Ill Privatization Procedure and Institutions

Article J. Procedure of transformation and 
pr Ivatl zation

Ihe process ot transformation and privatization ot state 
property in dairy processing enterprises has three steps.

J.I. Preparation ot the unit for privatization 

It me ludes :

- tormat. ion ol privatization commissions;
- valuation ot units determining basic capital of the 
statutory companies to be formed;

- development and approval ot privatization 
sol

i . i . transfer ol ownership 

It inc ludes :

- prepare! t ion of draft charter and other founding documents 
needed to 1 orm the statutory company.

- signing for assets ol the unit to be transformed;
- taking possession of the assets.



j. J. change HI tor in of enti epreneui la I activity 

1 t UK: lucles :

- cat line) or the foundation meeting and approval of 
operational tJocuineii ts :

- registration or the nan torm ol activity.
- transfer or a I I documents

Article 4. (-unctions of the administrative si air 
of the unit to be transformed and privatized

4. I. The administrative staff of the unit to be privatized 
manages the operation of the unit; according to the 
normative documents 1t 1s responsible tor the maintenance or 
property and represents 1t when dealing with the state and 
other physical or legal persons.

Ihe responsibility and activity of the administrative 
staff of the state enterprise terminates when 1t is 
transformed Into a lomt-stoek company and 13 registered in 
the KepubMc ot Latvia Enterprise Register, ami bilateral 
act ot transfer of '/management is signed with the newly 
elected executive Institution; it must per formed wii.hin It) 
days irom the registration or the company.

4.2. The obligation ot the atlmirnstratlve stalt
is to provide the Privatization Commission with 
necer.Sctr y inlormation during ti anstoi ma t lull and 
pi i va 11 za t ion .

the

Artic le b. 
composi tion

Pt 1vat1zat1ou 
and procedure

Commissions; 
ot formation

their

b.l. Privatization and transformation ol a state dairy processing 
enterprise 1s organized and conducted by Privatization 
Commissions acting according to the Republic or Latvia Law 
' Un the Privatization Commissions ot State and Municipal 
Property' Issued on March If,

. Ihe Privatization Commission Includes :

- a MUA expert as authorized by the state; he 1s chairman ot 
the Commission;

- the manager ot the unit to be transformed;

- the manager ot the accounting department ot the unit;

a representative ot 
emp tovees;

the trade union or non-mcinaifeinent

a representative 01 the 
enterprise is situated

local government 1n trie area the

not leas than 15 representatives of the appropriate 
cooperative associations in the area of operation, or pagast 
agricultural associations 1f the former have riot been set 
up. the representatives are elected at a conference of 
associations, farmers or other agricultural producers



situated in the area served bv the unit to he transformed. 
Hie calling of the conference Is coordinated by the MUA:

- technical experts can be Included 1n tlto Privatization 
lonimiss ion as necessary .

b.J. I he Privatization Commissions are I ornmd and approved by
Latvian Republic MUA f-or each separate unit 1n cooperat inn 
with local government w1thin one month from the Uov tltr Inw 
comes Into effect.

Article 6. Functions of the Privatization Commission

During transformation and privatization the Privatization 
Cornml ss Ions :

6.1. Valuate the property ol' the unit to be transformed
according to Article 10 ot this law. within two months from 
formation:

6. Pt euare or organize a competition to prepare a 
ti cinsf orination or privatization scheme according Lo Article 
I f ol this law. within two months from formulation, and 
submits it fur approval to the Latvian republic Mini^tiv »t 
A'it 1i ii 11 lire . Ine siheiiie must be reviewed and * dt?<-i-D inn 

on it within one month from it's submission.

tollowiiiqo. .5. Alter approval of the scheme, carry out the
imp I elliel 11. a t 1 oil activities:

- prepare ft founding prospectus according 
this Law, within two weeks;

to Ar tic le ( r ) ol

- prepare the draft charter and other required foundinq
documents ot the statutory company to be formed, within one 
month, according to Article 13 of this Law;

- open an account (sub account) 1n the bank tor capital 
deposits;

- according to Article 2U of this Law organizes signing for 
the assets ot the company, taking Into consideration 
priorities determined by article (V) of this Law:

- receive payments for the signed asswts; ;.^

- cd I Is the foundation meetlnq of the company to be formed..

Article /. transformation meetlnq ot the enterprise

/.I. P«JI 11»; ipants to the transformation meeting ol the eni.eipiiat 
ofe natural and legal persons who, according to Article ^U 
01 ihis law, have signed lor the assets ol the state 
enterprise to be transformed and privatized and have paid 
for them partly or in full, 01 persons authorized bv them. 
Legal entitles are represented at the meeting by persons 
authorized by them. ha<-li participant ot the meet IIHI 
repiesenfs (himself or through proxies) not less than U.bX 
ol the basic capital ol the company Identified in the 
privatization scheme; at least 2 owners of assets from each



paqast 1n the area served by the urn t to he transformed 
(privatized) have the riqht to participate 1ii tins mt.-elmq.

/ .1. Ihe nieetinq 1s competent 1 ¥ 
newspapers not less than Ib 
it not less than 'li'$ of the 
in the rneetlnc). and if they 
the companies basic capital.

it is announced 1n district 
days betoi e 11 takes p Idi.e ancJ 
owners of assets are represented 
represent not less than he* IT oi

It a meet hiq thus announced 1s not competent for the 
reason that there is no quorum, within a month another 
meeting must be called according to the same procedure and 
it is competent irrespective of quorum.

7.3. Ihe following Issues must be discussed in the meeting:

7.3.1. Report of the Privatization Commission on 
nor k ;

Its

7.3.4. Ihe draft charter prepared bv the
Privatization Commission is discussed and approved by 
the par t tc ipan ts ot the meeting. Ihe decision 1s» 
adopted by a simple major I Ly of vote according l.o the 
assets owned;

/. J . .1. txecutive officers ol the company ai e e lei led
according to the procedure determined by the charter; 
and othei Issues concerning operation of tlits company.

Article b. functions of the Ministry ot Agriculture

Ihe Ministry ot Agriculture is the 
processing plant privatization and

coord Inator ol 
traiiit orma 11on

the dci ir v 
process.

6.2. to carry out the process the Ministry:

appoints. 1n the name of the state, a representative to the 
Privatization Committee ot the unit. (he ministry 
specialist becomes the Commission Chairman;

defines the assets Included 1n the state owned units to be 
privatized and provides Justification lor their Inclusion;

reviews, within one month after submission, the "^.^)\ 
privatization scheme made tor the Commission, and determine^'-.' 
that 1t 1s not in violation ot any provisions ot this law; :'.'''•'' 
in the event that it is in violation of any said provision's 
1L identities such cases.

ArtU 9. Registration of the company

Apart from the application tor company registration, 
the following documents must he submitted to register the 
statutory company newly formed as the result ot 
transformation and privatization of a state dairy processing 
ui ii t:

- the charter 
chair man of

signed by members of the executive Institutions, 
the meeting and secretary;



- the prospectus of the company. 1t it exists;

- a list of Individuals havlnci signed tor the

- a copy of the minutes from the foundation meeting.

With the moment ol registration ot the coinpany the operation 
ot the state enterprise terminates; the newly tormed company 
1s successor to Its rights.

Article 10. Settlement of disputes

Complaints on the distribution ot assets ot the privatized 
unit, according to the procedure determined by this Law. are 
examined by the Privatization Commission. 11 no agreement 
Is reached, at the request ot the Interested party, the 
dispute Is reviewed at court.

IV UUawtNIb fUk IRANbHOKMAT 1 UN AND PK 1 VA I 1 L A M UN Ut- SIAIt UA1KY

Article II. Procedure lor valuation ot property 
the state dan y processing enterprises to he 
ti on «j tormed arid determination ol boslc

In

i.-iipi (.n t

I (.Property in the unit to be transformed aial pi tvatized is 
va Inated according to Article b. ot the Kepublic ot tatvia 
law 'Un transforming ol State and Municipnl tnterprises Into 
J'j int-stock Uoiu|j<rinl«s .(which implies valuation at nominal 
va lue) lit can be done accorclmci to LK Law ' Un the Procedure 
of valuation ot btate and Municipal Enterprises to be 
Privatized' which provides valuation arcordinp to wurId 
market prices as ot Uctober I. 1992.

1 I .2.Value or the property 1n the enterprise 
forms the basic capital ot the company; 
nominal value of assets constitute this

thus determined 
the sum total of 
va lue.

the

Article \'i . transformation and Privatization scheme

I 'i . I . The 1 ranstor ma tlon and privatization scheme Includes:

- Information about the unit to be transformed and privatized! V.
V X'v'-iV '

I ) loo at 1on ; .;;:,'•,

i ) In fornication about the owners ol the un1 t and 
their property before nationalization, except 
Hit ormd l ton about, shareho ldt;rs .

3) information about physical and leij.n I persons leasiriq the 
unit or it's part, Information about the le-ase contracts.

Inventory list of the enterprise including Its determined 
va lue -,

charac tt-r 1st 1cs and motivation of the expected form ot 
entrepreneui 1al activity and structure of the company. 
property to be transferred to the enterprises;



- distribution or assets according to Article 14. o\ I.IMS law;

- regulations concerning sale or assets (dates, advantages, 
intiins or payment) Including assets; lu be reserved t 01 tormei 
ownei s (except owners u t slidi es ) which have been developed 
according to the principles stipulated 1n Article ( t ) or 
this Law.

- 11st ot obligations to be transferred according to sldlus
when the decision on transformation and privatization of the
unit 1s adopted;

- dates or Implementation for steps or privatization program. 

Ai tlcle 13. Prospectus of the unit to be privatized.

13. I The prospectus shall be prepared tor the state process ing
units to be transformed (privatized) when it is in tt.-nded. In 
the transformation and privatization S'.hemus , thai slate 
assets w1 II be signed tor and transferred to new owners.

li.2 Ihe pi ospec tus Includes the following 1nt 01 ma tlon: 

li./.l name ot the unit and structure <• ^pncl tv;

I 3. 'i . 2 type ol company, name, goals ami oh lect Ivws . -anti the 
location, addi ess and phone number of the ('civilization 
Cumin 1 11.ee ;

I i. 'i. . 'i aiiiount ot the initial capital, number ol shares anil 
nomlna I cap 1 la I ;

1 i. i . 4 distribution ot assets.

13. i.. b payments schedule tor assets and discounts received;

13.2.6 the executive committee ot the company and procedures 
tor company formation

Article 14. Particulars to be Included 1n the company
char ter. .t •1 ' •" ;

I4.I. Due Ing the privatization ot the state processing .••J.;tu >̂ 
enterprises the following can be formed: '•'•''•/:'/'•

- stoct. companies;
- shai e companies
- cooperative society (or union ol these).

14. £. Ihe charter of the entrepreneurial company shall be 1ri
compliance with law on the respective Kind of the company, 
according to Article 16 ot the Law "on transformation of 
state anil municipal authority enterprises".

14.3. When forming a stock or share company tne charter shall 
1nc lucle:

14.d. I the r Uiht ot dairy producers t«> form coopei c< i i ve
companies into which shares purchased can be Invested



I'I . 3. 2 Ualry producer' cooperative associations formed in the 
area served by the transformed and privatized units can 
Join freely with the company within two years 11 om the 
moment of the formation of the statutoi y company, with 
full rights to invest property ol the processing plant 
into the company provided that the processing plant was 
tr ansferred to the association In ac corddiii.-e with the 
Apri I 15 Resolution ot the Latvian bupreme Counti I. In 
this case, the basic capital ot the company and the 
value of the invested property and the assets are held 
by the dairy producers' association. After two years 
cooperatives may also petition the company but do not 
enjoy the same rights regarding asset transfer as 
during the first two years.

1 he charter can Include additional approaches tor' 
obtaining asset ownership.

14.3.3 Fhe Charter' con Include provisions to Involve other 
local and foreign Investors and formation ot joint 
ven tures.

V. CHANGING I HE UWiNtKbHIH blRUXIUKt

Arti<: le Ib. Division or capital, and basic pi 1nc ip lea
tor Its valuation in developing the 

privatization scheme

I'j.l. Division of capital is part ol the privat ization pi ot.-ess . 
It determines the ownership rights ot vai Ions groups In 
gaining asset ownership In processing enterprises being 
privatized.

2. When determining asset divisions 
have to be considered:

the following owner groups

I b . i . I . Former owners of the privatized units, whose 
property was Illegally alienated;

Property ot Individuals which was Illegally alienated 
in 1940 can be returned or restored by granting assets 
ot egua I value 1n privatized enterprises. A^st.-t value 
is determined using the same procedures as was used to 
valuate the enterprise being valuated; .'-•'.:•

Ib . state:

Up to 2U percent may remain as slate property. Ihe 
aiiuji.int to be reserved tor the state Is determined by 
the coun<:1 I of Ministers or It's authorized 
representative: -

3. Registered producer's ol the agricultural products. 
Including the Industry cooperative associations;

Producers of agricultural products must have the right 
to receive not less than -rfar X (alter tat.lng lulu 
account settled claims ot/persons addressed in ai tlcle 
lb.2. I. ) /

, — U/i H 4 f O /t ~f"or

•••*/•, '"•v
"•'*



./.. ^

ib.2.4. tmp loyees ot the privatized enterprises:
/o

tnip loyees can receive not more than ^£tf* ol the assets;

lt»./.t>. Other persons.

Article Ib. Distribution ot capital among producers ot 
da try products.

Capital distribution 1s carried out 1n the following stages.

Ib.l. Dairy producers' cooperative associations without prior
claims to milk collecting and primary processing units shall 
receive assets, without compensation, from plants whose ' 
assets were not distributed to associations with prior 
clalms. '

Assets are distributed based on the average asset value 
(distributed free of charge) per ton of mi Ik produced by 
members ot associations receiving assets under rights ot 
restitution. (Ihis average Is calculated tor all assets 
distributed to associations with prior claims.)

Hi

Ihe remain Ing assets 
producer's ( accord ing

ai e ava i lob le I or puh I ic 
to artic le Ib. )

Sd le to >l'.i 1i v

./. Kiqhts to assets tor producers Ccin he calculated using the 
last two year average production as Hie biSSe K>r <.. a leu la 1 1ii<) 
asset/production ratios

lb.3. Distribution or the capita) among physical persons- 
producers is determined by the qenera I paqast meeting.

When the cooperative association 1s formed at the 
paqast level the association can obtain capital shares of 
the enterprise within limits of the paqast's quota.

If there 1s no association 1n paqast or 1t does not 
want to obtain assets allocated to it. the rights to asset 
shares are distributed proportionally to land assets used or 
owned by the producers who are members ot the dairy 
cooperative on the date the decision is passed. .•'.;

Art 1c le 1 /. • . , •':'•'£''?''>

There 1s no article 18

Article 19. Conditions for purchase of assets.

19.1.During the process of privatization asset shares can be 
purchased at discounts.-- when making the privatization 
scheme assets can be distributed:

19.1.1 To dairy producers:

- 1f they are not united 1n Industry based cooperative 
associations - discounts up to 2& X of the assets 
(share) nominal value.



VI

*

- If they are members of the dairy products processing 
cooperative association - discounts up to 75 X of the 
asset (share ) nominal value.

19.1.2 Employees of the unit to be privatized - discounts up 
to 25 X of the assets (assets can also be obtained for 
labor shares) 07

19.2. For assets purchased beyond those proposed 1n the 
privatization scheme discounts are reduced

Article 20. Organization of the signing process.

20.1. Signing for asset shares of the privatized enterprise for 
the first-stage shall be finished within three months after 
publlshlng the program.

20.2. Signed asset shares are to be paid accord Ing to the law " 
On stock enterprises" article 20.

20.3. If competitors have not signed for all shares, next signing 
steps have to be organized.

Asset shares not signed for are proposed to other groups of 
persons according to the amount of shares signed during the 
fIrst stage.

Discounts are not available for additionally subscribed 
assets.

Article 21. Use of the funds obtained from asset sales

Fur all assets gained during the privatization process, 
except for labour shares:

- 40 X 1s transferred to the general Industry development 
pool, arid used for credits:

- 60 X Is kept 1n a newly formed company development pool and 
used only for the construction and development, of the 
company.

DETERMINATION OF SHARES REGAINED FROM THE STATE IN DAIRY • v:.•'..'•' 
COOPERATIVE ASSOCIATIONS AND GUARANTEES OF STABILITY FOR 
TRANSFORMING PROCESS.

Article 72. Determination of shares regained from the 
state In dairy cooperative associations.

In dairy cooperative associations who according to the 
resolution of Council of Ministers from April 15 "On 
privatization of ml Ik processing enterprises"
have the right to receive ml Ik processing enterprises without 
remuneration the share determination has to carried out in the 
fo1 lowing order: .

/ 22. I. The value ot shares,rQce1ved^w1thout compensation 1s
iy determined by—Hrts-^ofvJilAon.oft 01. 07.93. - KT#/h 6 »**J

' .-f *ne/j & Jr a;~t» £ f0t^(

*)

10



22.2. According to situation on 01.01.94. 
to the company without remuneration.

shares are distributed

22.3. Until conditions of 20.2. are enforced
state property transferred to the cooperative society cannot 
be expropriated or otherwise lost. In case of the company Is 
liquidated state property previously transferred to th^ 
company must be returned to the state.

Article 23. Guarantees for stability of the 
transformation process.

The company founded as a result of transforming the state 
processing enterprise shall reserve the first purchase rights to 
the state If 1t 1s liquidated during the first three years of 
business activities. The state can receive back Its property 
compensating members of the company to the extent of their 
Invested capita 1.

I I
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Ili'i l.-iw 
ni'i e:h IP "I 
I »i pi 1 ses .

•( t'.rih liic, i i. ( |i| |,-( I lour? lor tiartsteir Inn 
'•)!<? prop*.) ly i.i5^(l and held bv acjroservlce

lh«> pi Ini.n v una I ol hlils law, In realizing the privatization 
'.it pud lie ni''i|)<-.| t y . Is In tl^-vp I'-ip a r. vstem protect Inq the 
li,taiM-sl<; ol sen 1i.ulb.ji a I piodni.ers based on cooperative 

pi IHT ip I*"1. .

I lir- I, in d«- 1 f-i ni I ii"S tlio r ) uli f <; o I s In t p 31 id mini I r Ip^ I 
a-iv-i IIIH«-II i s . -Trii Irulliii^l pi orlncoi s . finp Inyeos of the enterprises 
anil .il|ir>i ri^lni^l pr-rs''in^ ;mrj |pf|i I pntlMes a loiui with the 
pi r,r c-,|ur <?«; > MI arnulrlna or ??7 Hor^r«» H zet ownership Maht-s to 
pi ri|i»i Iv In Hi*. n"e ^nrl tenure, ol 'a'jrnsei vice enterprises.'

i^r-cl 1n (he Law

A •!' "•.'•! i i i •••• r-n I 01 pi' i »!i-' • PI ii •! 1.1 I I 7 f(\ s t >T I .*• anil In ter I .inn 
»-ni "i pr I ":••••• '(•"••ii >i|>hl r .1 I ly ami hy 01 iian 1 ?a t I on separated Irnin 
^•ii iiiiiiin.il in -nil n 01 ^ (lr>llvfi lint «?eiv1re^ and proiliif t p t f>

M .-i 1 1> /.MI "t.i'1 vii p fiii.r.i pi lr?" 
n< i ni (I hi'i lo ili° I -tw 'Mn stale I- nl

f

i enierpi Ise 
1se" .

entprprlpp - leuflllv i-iiicJ ecoiiom lea I I v Independent 
enl orni' i Ff«i . «;«t up before IK "l.^w on lintrepr eneur 1a I Actlvllv" 
r Aiiio inf«i fen r. e Iw |o1n1nrj capita I ot tHflerent leqa I entitles to 
•"^i i v nij i, |riint entrepi eneur la I activity; persons eMalble to 
their rlahts. or new enterprises s>?t up bv thorn.

I cm itl^rs r >\ 1nt orlarm enlei prise - a ( ir 1 en I l.ura 1 producers 
(<olip'Mv<? tnifn^. state farina ) which have Invested their 
reT'in ces i" the Inter farm enterprise, and herecHtors of property

.n I Q(| Irnin I lifS'- (arm?.



product ion unit of an aqroservlce enterprise capable ot 
independent operation. Incurring no harm to the structure 1t 
or1q1rial1v belonged to.

quota - a norm or maximum amount of capital 
that duHhg privatization can be obtained by the particular 
person/.e'Hg ib le to property.

I. General requirements 

Article I. KII i.e-i pr ises Intended for F'r Iva t 1 zatlon

l.nterpr l^s intended t privatization Include:

?*Me auroral v1-~e entei prises separated geographically fir 
bv ornan 1 /a t. Ion from atir 1 MJ I tura I producer enterprises, the 

«soui c & (if income of which "Is payment tor services 
d 01 produe V. 1or> sold to Atiro Indus try :

7) various (onus r,f entrepreneura 1 activity or enterprises 
( Inlprfarm en t r-t pr 1 ses ) set up on the basis of 
r-iifr la I 1 7P<1 tnterfarm construction and building Industry 
enterpr l^.^s cleMver 1nq services to Aqrolndustr y .

't . List of enterprises to be privatized according to steps 1s 
prepared bv MOA and approved by LR CM.

Ar'.lc le ?. . (-'has^s of Property l-'r 1 vat 1 zatlon

Pr I va^ 1 7a Mriti ol stal.e piopfrtv takes p lare 1n tno

I) In phase I. distrli I a».iroserv Ice enterprises at e 
nr 1 vat i 7"<l ; property 1n units Indivisible by organization 
and t'Thno logy separated ti'om the central unit Is 
pr i vat I r«="l .

In II sl.af.e I eir terpr 1ses are privatized.

II. Procedures tor Determining Property to be 
Pr 1 va I. i zed

Article 3. Valuation of Property to be Privatized

lli<? value /if the property to he privatized 1s determined for 
earh Indivisible unit and for the whole enterprise at the moment 
this law comes Into effect according to the Republic of Latvia 
taw "'in Order <il Valuation tor .State and Municipal Property lo He



stipulations of the Uepub Me of Latvia Law "Un Privatization of 
Agricultural Enterprises arid Collective Fisheries".

It the unit is sold l>y auction, the asset value, as 
determined above, becomes the reservation price.

Article 4. List of Units to be privatized

Th,e ,11st of units to bo privatized Is composed according to 
qeogfdtlh'fca 1 1 y and by organization Indivisible units. Included 
are m'«JVab'ie and Immovable assets, cash flow funds and unfinished 
construction, where movables - the active part of assets and cash 
flow funds - are separated from real estate only 1f this does not 
Interfere the. economic viability of the re.'j I estate.

lh« list ot units t ( > bp privatized Is a supplement to thr- 
Privatization s.-heme comp I Ipd hy the authors of Privatization 
$,-l,pn,p Riiii /topi nvt-'d bv Privet Izatlon Commission together with 
Pr i va I i?ai i'-n '•!.\ih-ti\f

III Pi 1 vat lz.-=»l. Ion ol Property 1n Joint Inte-rlarm 
tin t er prises

Ai tlcle '.} . I'l o'.-edi.ire lor Pror»er tv ^i Ivat. Izatlon

1. f-'r 1 va l.1za 1 1on Commission IP formed to carry out
privatization In an Inter farm enterprise (Article 6): 11. 
is responsible for developing Uenu Iat1 ons (Article 8)

2. the receivers of property rights 4 ~\ Interfarm enterprises 
are :

1} loijndpis of the Interfarm enterprise - agricultural 
enterprises and their successors:

?) emp ol the enterprise who have been employed by the 
for at least 5 years, or their heirs.

I or ni' : 'i wirk^rs who have bf'en employed bv the enterprise 
lor at lo^sl- t iv=> vearp have equal rlrilils to properly as current 
emp hiynf's 1 I t liov •

^r ft tel. fred from the enterprise,:
are ciirrenl Iv piirsnlna studies on a scholarship; 
havp- lif-n P IP*, l.orl t(.i a aovernmwiit post or promoted 
to an administrative position In an aarolndustrv 
PM f PI pi• I ?e or 01 qanl za t Ion:
are dismissed from work as the result of reduction of 
P t a I I :
ate disabled front an accident suffered while at 
woi \: In the enterprise ( regardless of their 
length ol service).



na I >ii-;H i>ei sons or their heirs who have made a
s icin H leant contribution to the development oV the
enterprise as approved bv the body of employees.

3. Wlien the int^i I arm enterprise becomes privatized. Its 
fs are DI Ivali/er; -nccordlng to the law or reuulatlons on the 

privatization oi property belonging to this particular leqal 
entl t v.

4. When prlvatlr.lnq the property ot Interfarm enterprises:

.1} the newlv created value be lonqlrta to each founder 

.sp«§c"lfled and divided proportionately according to 
Investments made 1n the enterprise;

1s

/> ) par! of t'i«» newlv created value Is transferred to the 
eiiiti luvees: the aeuera1 meet Inn ot founders makes decision on 
H s s i ?<•• . Hi*- proi pfli.ii e ol tra' . t er is covered by the 
apnt'.ive'l l<'?<in la 11ous on the pr ! vatl73 tlon ot the enterprise.

:i ) fMi l. <>1 111*» n»»wlv created assets can be sold by auction, 
ri «>n«=-( i.v to b»» solrl hv auction Is valuated accord!nq to 
t.M I.aw "UM th<» HI dor t) f Vah.iaHon tor ytate and Municipal 
r-'i M|H-I l.v i o he rr iva tl zfiil. " ( A..}) I he asset value as 
,1^1 oi mined r»howe becomes the reservation price.

b . Hi c(>ei tv ol 1 uteri arm enterprises (apartment houses.
public and other facilities ). handed over to the state 
ci local uovernment ei 1if»e ot charqe. 1s considered to 
be In1erlarm property transferred In tenure of local 
qower nmf-ti ts .

State Investments Itito Inter farm eri terpr 1 SPS are 
ileter m Inr-'l bv subtractlna the value of Interfarm 
property hai.ded over for use to Hie state from the amount 
• if assets a' tually Invested by the state; the value 1s 
dc-ter in inpd at the moment of tradsfer.

0. If the toundei"*! o) the Inlertarm enterprises linve 
traitsf•»» mnij tli'-rn Into entrepreneurial companies and. atte*' the 
pi op^r t v r'' th° "ril erpr !se has been Iflenl. 1 f led, handed over part 
r,\ Hie. <i«>n)v ii *»a I «••'! va Ino I > > (he finn lov^r-s belf>re adoption of 
lhi<i I flu. I1i«- -MI i "ill i>r"i>'n I ">n ol I. h*> (Hvlsliin of flss^ts cnn b»j 

> »i g ti ip-'.l . it tli'1 cl'.'c I ^ Ion ls> approveil bv the qenera I meetlna.

I v . ln«;i u.ul 1y 
l'i oi ptliires

for l-'i i va t. Izrit Ion and the



Art k le Privatization Commissions

f "i hi"' |Ji lvat.lzat.1on ot property 1n each state service 
i DI l^r= Miiii---.il v of A<II- If u I f.m • p ot Ll< tor ins F-'r 1 va t1 zat 1<>n 

ijoiniii i s? i on nil.hln (HIP- month I roin the date that this law qoes into 
e f t ec t. .

Pr iva t I ?.* t iori i:>iiiiin Iss 1 on for lolnl inter farm enterprises are
1 oiiiied by tlie u«-Mt>--'i e\ I rneetlnn ot I minders within one month from
th<? els If thai Mils law qoes Into etlect.

for Hie privatization ot separate units with a decision of the
a Ir earjy formed Privatization Commission subcomm1ss1on? can be set
up .

2. Privatization Commissions are constituted by:

1) persdtis authorized by the Ministry of Agriculture:' .'''!-'

2) pehston* represent 1nq the 3dni1n1strat1ve staff of the 
enterprise:

Inq agricultural producers authorized bv
'.) 'strict

4) p^i ^.'iins r o|n "ne-rit I IKJ baiif?: prov I tl I nu cre'.M l.s to the c
on I PI ur i r-e II Hie ^nl erur ise has not covered Its debts 1n the
hank .

5) person? authorized by founders ol' Interfarm enterprises (for 
the privatization ol Inter! arm e-ntet pr Ises ) .

Ll^t of persons included 1ri the Privatization Commission has to 
be published 1n the newspaper of the district In which the 

iprlS'* to be privatized 1s situated.

3. Privatization Comm I ss Ion arcordlnq to the provisions of this 
Law acts In th<=- name of the owners ot assets and accounts for Its 
activity in ?ta*e enterprises to the Council of Ministers of LR 
or- to art 1 us t 1 1 u 1 1on authorized bv It, hut In the transformed 
Inter tat rn entei prices - to the general meetlnq of Its founders.

The Privatization Cunimlsslon makes decisions and acts 
1ndeperident.lv t>^ the ^xtent that 1s limited hv the provisions of 
tlM- law or other normative bi Us blndlnq for the Privatization 
Commtss I on .

pi Ival Izat I'-n C'-iniii Ir.?. 
•> I \r-<\ i ,-i I *"inalitv. lln'V ^i

i; ( p Ions on the basis of
11 not le^ss Ihnn

half of the Coimtilns Inn members participate In the meetlna. If the 
commits 1"ii i.-ons lsl-«; ol three members all must participate.

Pi-1 vat 1 ;at I'.>n i..otniii1ss1on adopts resolutions with a i\;alor1lv



number of votes, the resolution Is adopted 1n the version that 
was supported bv the chair-man: 1n case of his absence - deputy 
cha Irmaii .

Hlinil.es have to be taken: 1f there 1s a disagreement on the 
^-m*; ->t the resolution or >.>n I; he order of Its Implementation 
rest i lul ion !••* valid as -i t is formulated Iri the mlrmt.pri ot" the

r ol »he F'r i va t Izat Ion Commission who dlsaqrees with
the resolution lias Hie ri'.ihL to add his alternative view by a
lettei ai.tai'he«l I" the minutes ol the meetlnq.

The Commission 1s entitled to the Mciht to determine the 
f urict inn-v arirl duties of Its members Independent Iv within the 
limits of Its competence.

4/;,R££pbns1b1 11 ties of the Pr 1vat1zat1on Commission:.-- •'•• •' •'.
•'/.1J to develop reou latlons to privatize property 1n the 

enterprise and submit them to the Ministry of Aqrlcti I ture 
Hn a stat^ enterprise) or to the qeneral meeting (1n an 
Int^rfarm en terpr - 1r-e ) for approva I ;

fo ileter mine quotas 1n the 1rtd1v1slb le units to be 
PI i va I Iz'-il :

t,, i\t.j<.. i,-,p pi (,,-. e>ilut •=. | i >t de l.prm Ina K I on ol 
lin| i v i ilua I tliml.a? : ( ' )

t 1 t" figure clenior-r at. v antl or'en distribution ol 
In t onnH t l'in on the privatization process:

? ) f-i revir-w pr-1 va t i za lion schemes submitted bv 
f-riterpr 1 ^^P :

& ) to piovlde renor't on the pr-ocedure of privatization to 
fln institution d'=»s1anated by Hie I..R Council of Ministers 
and Mlnlpfrv ot Agriculture;

1) to examine all claims reaardlnq privatization, 
oiovidliici resprjnses within two weeks:

5) to be responsible lor losses Incurred to the 
recipients ot property because Information concerning 
operational obliqal. Ions was n<.it provided to them.

Pl'ihls ( >l Privatization Commission:

I) I." i.k'iiiand ••ei|u1i'ed In f or ma I. Ion fr'oni the administrative 
si a If >}\ the •anl.erpr l c:e ':oncern1«iq opei-ational 
• ill H rial 1'ins and the economic and financial state of the 
<-n I «=•!• pi i s r> :

X) i M Inv'.iive technical experts 1n the work. 11' 
rf-r ess a r v :



incl 1 v Is ib le un1 is .

6 Ilif wot k of the Privatization Commission 1s organized bv 
Its «-hali man . appointed bv the Ministry of ActMculture (1n a 
stat<=- enter pi Ise) or elf terl bv the meeting ot founders ( 1n an 
in t 01-1 .TI m enterprise). He is resnons 1h le toe 
prepared t'v the Privatization Commission.

founders ( 1n 
the materials

Hie ''hall-man ot the Privatization Commission has author 1 tv 
to Initiate a derision l.o slop Implementation ot the 
Pr 1 val i7a t 1or. O-inmlss ton decision: he must Immediately notify the 
Commission members and 1rul 1 vldua I 1? responsible for 
Implementation, substantiating the IMeqaMtv of the sub lect 
derision or that 1t will cause adverse consequences to the work 
ot the Privatization commission or to the privatization process 
of the national economy;

ll'.ttiC Privatization Commission within 3 days on a repeated 
review 't»t.".. the decision recoqnlzes that the chairman's decision to 
stop thjevlnip lamentation 1s Incorrect. 1t can take action to 
overturn the decision taken by the chairman.

1. I he artlvltv ot the Privatization Commission. Including 
reniiiiiei *»t i on of privatization Commission members . the Invited 
9.-pfi IP aii'l rillir.f expanses have to bp 1 Inanced bv the stale ( In 
pt^to enloi prises ): the sums allocated are determined bv the 
M in l^ 1 1 v o' Aui 1- n 1 1 ure . In Intel I at in f« terpr Isr-s they are 
Mnaii'fd hv I h" 1'iiin«J»*is. Ihe a I lor n t Ions are (le-termlned bv the 
apn^ra I iiir>el. Inu ol 1-jijnilp-rs .

H. lli» J'P tvai tzaHnri Conmi Is^ Ion In slal.e en tprpr l?es 1s 
i&r>i ijnn\7'"1 "t I i'lii l«la t«?d hv an order ol Ihe Ministry ot 
Afir IMI 1 1 iir«» a< r .irrj Inci to Ihe laws 1n e'fpct but 1n Interfarm 
ent err>i - 1s<s? - bv a tl&clplon of the fienera I meetlnq ot founders.

Iho Privatization Commission 1s reorqanlzed on the followlnq
OCC 9S 1 l'M«< r

I) 11 Ilic- In^ t 1 1 n t Ion whlrh has ? ei t up the Commission 
r«>. r)/iiH;r«a«5 that I h«=> i. otniii I ss I < in s t a 1 t Is riot able to tulMI the 
respons Hi I 111 les ass luned to 1 1 :

) it In \\\f ar.l.fvltv ft Ihe Oiinmlsp I';:; malevolent i>r 
^ acts bv I's iiienihors are discovered.

the- l p i Iv.^tlzal inn tjomni IBS Ion Is? I htn Iflated on tti<? following 
<>'. cas 1 mis :

1) 11 the aoa I ol the Privatization Commission 1s achieved:

2) It the institution which has set up the Privatization 
Commission re-«.ogn I z«=-s that the aoa I ol the Commission 1s not 

s 1h l« .

the Pr 1 vatlrat Ion Commission, before 1 1. ceases to exist, 
reports to the Institution which has formed 1t on the completed 
work .



i«!p<-; Uc-inci

I" •• .• ' <<•• Id" I'l l V.-I I i 7 .'1 1 i "I i I.- '111111 Ins i rn i u i I 1 1 i »-f|i.if"; I «=-il 
• MIL I i t «• .1 ,-*. •.( n- >i I- .in') f\ I I uHi**) ni" «"ss..ii v ill I or ma t. ion :

• I- .'"I"! ni.l •;. nliin I I ". Mi., pi ivriH/.il l.ni si lif-im-- lur lln 
'.in i • !•! I"*- i-i i/.-il i,-. I l-i Mi" I'l w.ili/.tl i"ii i, r<iniii i «is i<'ii :

<-i|ir.i,-»i l«->n ol tin1 enl«*-rni Ise and 
i •; r «•'•.(••. •! i T. i |> I?- i . .1 ^ i \ 1 1 M| i v i =5 i 1 1 [<••• iin i i ••• in 1 1: i I i h»v ai' <"• 
I r .-ii i -5 I ••-! i <^'l MI r.n |.| I,, <;i i r ( .ion |,| | i. | ;i I Mi.-il 1 1. S nl proi>«'*rlV I I'.llil.P:

is r (="=;p'iMr. ih le- I'u Mi» in.i In I PTi.iii' e «>f stair- pi-M|it.| iv 
b«-in'j pi I va I. izecl unt. I I It. Is In Ilir- iifi^se-ss Ion ol UIP new

•\3 re«?r"-»i'r: II) lo f««r MIP IM^SOR If HIPV are Inriirrecl lo 
the i »c IP 1 ents I ) •=": "< ' n B- I n I ''n ina I Inn r . nn» fi n Inrj oppi'ri I; loiin I 
oli I laat lonis was n-it pi 'jvl<:lrr(.l I. «.i tliom.

A' I I • !'• >l I •••|M l.i I I <;l i". In 'VC-I I I ill'| I'l j V-=l I. I <- ^l I I OM I 1 I 
I I !•"I I V

1 I- "-in I -i ' i • ii i I • -I m l J-t I I / i 11'i *; I .^ I <• p|Ti|>pi I v ill fll i
»-lit«-'i|-l I •• Mi. , |^- ... l.,|..'.(| I . ,| l|li- |,I || (>,,.:; t» |, v HlP I'l i Va I l7'lli'"l
1 --i.il..' •• c.... ..i II, i- r..|l*.i |.i I-,.:. ,TII'| AiMirxvAtl hv I alvi-'iii t-:> jpuhli<
M i i . j . I i .. I A.|i i • i . I I i |i u i | , ,| ^-, I ,i I r. . H i I ,'.| 11| I ^i ••=: ) Ol I lii^ U^-llRI'rl 
li.t.i. 1,1,,.' I . ,i|,|. I. ., ; | | . ,| | | , | ,.| | .|| l,, . .|, | *., |,| |c,<..., )

!••••.nl 1.1 I i • .|i^ '•.I i-.'i) t'l i • in t R In :

I • • I "I I .''III" , I I |>l l I|H'I I V III I III'- »ll I »•!' |1| ' I «!!••• ( |'l 0111 l-'|l I. l.lr» I

[,i i« t. ., l I 11».. in . ,| v«.i t v I :

"i , i . .1 n, i I • .11 ... i I I !<•• mil i <•!•', "I I 11— mi I I ( "M I "l |'l I S") In 1" 
|.i . j -, I : , • • • • .1 I I... |.i . •(.. -i i v »i,ii (>••'I |.v I IK-HI 111 M if i in i I br-1 ni r>
n.-i I i • ,,• i • , / .1 ' i. ,n . ...... i I 111 | . .| in.i I i mi MII I I !•'• iii.ii ici r- "I «:! i.u •••; ai ill
= I ... V •

•••I.- I ./,1,|.|, • 1. 1 II"* ll,'l'-l ll" III, 111" I'-.i I'-'l/ll (,ll-lll«l «! .
i in. ii ' ,.• ii MI pi •• • .in >• I i fi il) If IM I'l , i|n I v 'li-l r-i in 1 1 ii' 1 '! I) v 1 1"71 L 'in :

i.iiiilfi r- 1 •"» I '• ( l" f a I ci"vci iiinvti I: ) ownf-i -sli If) .

t'^' I "i in "i-^i I. v 1 1 'iii~ I <vi rr-1.1 t'> peii-sHon Irupl : 11.
.qiii.-i' In-- I <-••.«; Ili.-in i(i-l <=.| In i nr.i.l |>V IH (.'Hllirll of HilllSt-JlS:

P. 11 i /.I .->•.-•.': lii |ir- <••,'. Ill l"i ', ;ui' h'-i ••: nnlv: II. rnnnol.
I," !«.• T. i !,.,! i , |,.l cl |n in,.. I 1 1 j I (/ l.M I M| I ll !•=• |<J=II I. l< II 1^1 Pll <.<•»! IT 1 SI* :

n.iiiiial i;« I |)PI-«-!( ill 1*! \r-'ft r- \ i ni



flllfl I l,». \ffl-. O . . I I I I .V I •% ;

• I i j i-. I • -i i >)l in >i|>ei I v lii I 11 11ill 1 v Is 11) IF- i.i111 ts l"> v
• •i 'j.v i .'.-i i I-.M fli"i i. • lit..• i-.i|v fliK.I *;|ifr|tv \\\f MM? I hod ol PI pp'i
ln>. AH i ••! v I i-«' • i • 'i MM i («: i n l)» PI < v*t. < ZF-il ( ftr I. t <: le /I ) :

••I'l" ••! |>|..|.K.| Iv I'l |i*> |>l i v* I. I7«-M| III the tin I I lo ll'r-

• I I . i i • .1 1 ••! pi "|i fi I V Hi I " f|'liil fl--: ,T i til (| 1 1 ii | In I In- 
IM M .• i «; i.-n-s "I Mil •.-: 1^1-' :

in I • •! m.-i t i«.it i-ii p..U-.iil 1*1 tmv<-'i •« • HUIITS ol ((ii-ilas 
t -v • • ' •! in') i -I in • -V 11 i • HI ^ .il Ar I I- !<•••=; II) nip I II rit Mils I ^u ) ;

li-i I'm' <• 
ui !«:•? ) :

,( lln- )•! <-j \<>\\f. v<-rtt lot tin- null

ISr 1v9» 1 73 MOM ineHiorl ( '-i SOVPI ^ I ol t.li«m) nccortUnd to 
i* nrovlalohs ol Ai I !• l«» X 'il I he. | ,-ii.j "'in l|i» Driler r«l 

1 v^M73 1 1 f.in I •.'! St^i" ^ti»l Nun 1 1- Ip^ I Im I ei |ir I «?es" :

fni ma* Ion on n<a -Tuni 'iv-T I ••( form (3 f. | QIIR (or F'r I va t I 7 r\ t Ion and 
i* 1 1 av* I U-ili i I i I v ni'i^.t h" |>ul) ll^lifit in tllr-li I<"V

f'l ' •• \f- 'I II IV-ll I/A I ivili •-.'

i i MI i /.-I 1 i ,• il I'-n •;• lifini-. I", in r'li.ti f'l by III 0 iii'Tn.i(|3inf?n t ho
. . ( I I i<-> r.n I ,.| | 1 1 j ',f If) |)C. pi i v/1 t i ,'(-•« I . A I I PI I UT I I VP

!•> i v.i ' I7.'i' IM|I c,, lir-nic- '-;ili hr.. prpp^i od niuH snbni I M f*<"l Iw 
M .T I i n .T I "i I •-./).-) I 1 1 c.i — . MII . l*|r>inlK>i «; nt I IIP- I'l" 1 Vfl t I 73 I I 'Hll 
i .,inir. i -.-. .i i>ii i"i Hi" iinil nl |)inpr.| Iv fViimot. flpvp|fi|> HIP
|'i i /.i t • /,i I i i tii '•:> liMiiif-. .

/ I n l/fltl;-il I'-n •;• lii-iiii:. r.in \if pi linn i I I oil willlln .< Hi'MilliP
I ' • III III" ''.I V I'll IC'II I III" i I I I Ml Ml.T I. I '"II ' ll I .ll'PI'MVrl I 'l( III"

t" i /.< I i 7 .1 ' I "I i !• <••(!' I In I i i ins I "i I li<» i -i i I i-\ m i •-. f» H.'HS |)' ll) I I ^li"'! 
... ' I i •-• ' i i'l 1 1. •!.•'• i • ii- 10 I'l i -.'.1 1 i / .1 > i ••! i •.• |II.MII> i <; r-'.i ib in i I I • -'I t ••
I '.,. i ' i / i I ' ,' .1 ' i i .11 i," .MI). i l • ••; I . .11 1.1 1 Id" f=>M t Pi I if I ••<> .

'.I <-•!, • • •! |M 1 ' ••> I M !•<? t'l I', il I 1 } • 'l| .11 I'l III i II 1 ^ I I' 1 '"S llrlVK" -111

. -i. T i ,| , i i . .n i . . . i i /<• 1 1 1 I 1. 1 in.-. I I "i i 111 •. (• -, s.ir v I • 'I \.\\f- 1 1 •?•••»• Ir.'i'hiPi 1 1. 

.•i i . . . .1 1 i / i i i • ii ••.• li> -in..

, IS" pi i /,< i i ;• ^ I i "i i •=;• 1 1 "Hit- ri MX i M r • MI I '< in :

i . i|.... ii-'mii. ••! in'iii.'l.i -, , c • .Him i 1. 1 !?••• . MI Hie t c.iiitul'?!"*^ :

,' ; i'i.-- n.iiiii- >jt unit ('•-•nl. «='i i.'i i't11 ): 
.• i H'l'li i='T'~ • • f ili» ui i i I :

A i i'i).^i v.i lijn 1.1 1 picp^-i t v' In k\\f en I fi pi Ipe ( CIMICPP ti 
i i i - f- • -\ MI., pi • i|n M i. v i :

• ) il i v i - i-ii • • I i.'i "|M'.I I v in I " iliil i v I •: I h IP MM I I 5 hv
.1 M..II I .'., I I • •" ,|l I' | I f" I III" I ••' IV . M '-. I •>!' I ll*"*P Mil I I •=! flll'l

BEST AVAILABLE COPY



v.iliK-. i "in >••!' 1 1 ia I i>i IIP of property;

i, i .^ino ,,\ pi,.|ic,i -i v , (aimed tw leu.! I owt\et s texrept OWIIPI 
..I rtm fi ,1,1, rl •-:(,.((..) 01 tliPii hfii's:

. , ,-..•:.. i-.. I.- 1 i m,. i, M •:. i .^ i « ( (.,. ,-, | (i(.iveriiiii>;iil ) .-iv-jii-i ship.
Mi'-ll ln.tl!.VIi--lii"li I . ••(•! toll? IMI t'.l If- all'.! f|^ I F-g ;

'• • (• -I i -.i -!•.-. >-. i -^ ,-i i |.,< ,-H i.fc-ti !•• III-H*. i'>ii 1 1' us I : 

<j ! .v. -•-• I •. e.. , hi i , .1 v ^i i< li»-ri <? !>! i I v :

1 1 1 v i ~ : i "'i • 1 1 in -iiir^i i v i n 1 
• •I I 1 1 \-- I nv; :

d 1 1 ly I <> pi ov Is i ciis

II) l| I i/ I ' 1 »|| I i| 'II I" I -1" rlll"'lir| tlrl I IM'rl I |.IC| <=!(lll=: Hi!' I I"M|.I I

eiil.'M \f-s f .• 'n 'I IIKI l.o I.I IP I.THV Is i ons i.i( (III?; l.iu: 

12) in Iv^l Irgl ion inelliotl (CM r^vei a I c«l I. hem):

I'll Tl v.ifi l.^'i'1"^ (MI olilainliiri prrippr f. v : 

i '• i In I MI infl I I'm -ili' ii 1 1 i >• 1 1 i-iii la, I In i VIM s :

i MI !<••- nl t-ii I i «•-•!• i •"'"• '•' ii" ' -^ I a- I i v i I v I o l>p ur. eel I cir 1 1 if* 
li I . .•< I I ? '"I pi i i|i"i I. V :

I/ I • iLlliMa-r, i-«i||>»-l lilll'J llllllil'>=T f> I PMI|) 1 1 ) V'^f :

I • • i 1 1 1 1 -• 1 1 1 <•• •-• * i > I .T 1 1 :

I 'J ) -.iiM'i'-'S I "i I fl'-l i-'ii^ In lmrjr"vr? bu

/-i I i I if i -.1 >i|i I IM--I I i'lii-^ I i .in-, f >»i i »d AM'I *drl I HOII.I I 
• >|i I i M;< I i-in-:- ( i i <-•<! i I . iinr-mp lnvmpn t rp> I lei el. •* . I :

/ 1 ; in-p Iftliril i I ,1 I i • .1 i f|.| I «>-, f i'i| |i| I V/l I I 7 fl I I Ol I P < I If -1110 flc C '^1 (I I III I
i •) ; I ••!)•=; :

, / . ..,,,....,,.,1,1 , .,, ii,<. 1 1 i ', i i HIM I i "i i »l i <-nniii>--i ^ I I in < It I I if 
!•! i /.i I i ,• -'i I inii -. i \\i-\\\t- i •=; r|r-vln|""i llV M"! f* l.luili (.ill'1

!• I .vi i i / .11 i'Mi T , i,p"K' I': ai>i»i i»v>-d hv fli"-'- I'l Iwii l/af l"ii 
1 • .mm i •*••-. I • iii ; I 11» -iii I In it'? . n I' "pr ̂ ^^n V .^ I i v" I i i im 11 if? unit 
'"ni "i Hi l^<--) !•• ho in Ivfltl7f'l ''incl (•••'••a I ciove1 ! Milieu I: In tli<"j 
;.i 0^ i-, t Hiiich ihf PII i pi or lie is i<x a t^cl. pflrt. fcipate in 
(.do nic.c.1 iiiq lli<=. I-T I vfl t.i 7iM I">M r.Minin 1 «?s I on ripui ovpf» UIP 
,, li,:ino ,,| rifi eric in'*? time fr^nip lor siibni H. 11nci the Prhenie 
n i Ih in ' Hi i in- •!! I I !•=:

Ilip I'l ivaMzHl imi LHIIIIII IPS ton SuhmltP ttip approved sr.hemi? 
in II' Hi.'A wll.hin S '\-ivs. I H Mi.iA Ims flip i idlit to stop the 
iinn l'iiii*ii I a H'jii <il lh« s' h<=-iiif> Hll.liln a vii?ol : In Vh1? casp 
i I. II^T t.i inloi m IK' Ministrv of fc.conrnii Ir Refornifl.

I I-' Mil' li.-i« Mir-. i I'llit l'i '. ati'pl lli r' sr-hffluP wi III 111 < Wcet.^

BEST AVAILABLE COPY



r 
- 

—
 .1

 
3 

= 
—

r 
—

 
!• 

D 
3 

—

7 
: 

- 
~j 

£ 
r 

T
r 

: 
c 

: 
t 

-
T- 

~ 
r 

- 
-i

.L 
:• 

i 
— 

/) 
~ 

B
i
 

B
n •a j>

••» 
t

— 
— 

-*• 
r 

^~ 
t1

— 
— 

— 
< 

— 
~

B 
T> 

- 
s 

- 
-

A O

r^
 

h.
 

13 8

T
 

_
 

.-r
 n

 
r*.

 
-
 ~

 
» 

O
 

1>
 
~

 
,—

T)
 

_.
3
 

~
 ^

 
~

ai 
.t 

i
T3

 
< 

=
. 

<
~

 
Tl

 
ig

o 
r 

r
i 

-

T- 
-
 

C 
t 

'•
—

•—
- 

•n 
r 

~
 ~

 =
i'
 
t 

7-

D



HI III I.U legislation natural of leaa I persons I or 
,PI t v s'> M i) v aiic t i on .

/ I't Mli'-l I •/ I i'llit-i |,,| (|,c- p;,| f I Plfi.1 III ll,f| llli'|r>| p I ^ I ^ owne-l si I i P
.,ir. U..I..I r ).•.<•(! in/ ,,n tn'J Iv MII.-I I .-fiillioi l7f.«(l by fl slate 1n<? M I u M on .

^ I I i • I *• II. I' I i va I I 7 * I. i '.il I r 111 r 11 ,1 -;

I. A'v.pii •)) hi') i v 11 ill to MII 11 •? ai e itivi'l'") into (t'l 
when prlv.il l7lii'j I h" pi opel 'v ol a'li osorv 11 f (•< 1 1 fi pi 1 si^s .

lh*. r|iiol. a I'•J a (ID' 111 01 (.IPS lf|iia I ed v;iln~ rr-presen t. IIKI 
'tun' <n i ••••'! infl ' I in'im mil'>i n it 'it r.:.ipltal av.illablp lo i e>c l|> 1c*n I. s 
i in»j iiilti iiini^i c;j,i|, "-.l.^liis.

i i i v.it. I ; .11 i "i i M«I<>'a-* ftif i ;i 11 M la I .'0 by 'lip 
i j* I I ,-.i I l ••! i i "mm i ••<-, i <:ui »T >' oi if 11 in t" I.IIP s I. Ipn Ifi I I 01 is o I Hi I P

M> I" i/ i'i r,, f.,\, t i-c.^, (in lu-l r>i 111 ina Mon ol I'r 1 va t 
• 'ii b I ft I *? till, "i prises

Ion

II Mi<=- .i'ii' n it 1 1 o I sr»i v I ':(=•? o M fre-'l h v mi i I 1iul I v I s i h IP L> v 
i ... i,t,,, I'.-i ,' iic-mq pi Ivfll l/e'l l.<> *ui Iciillijral prtn'i.icers In tlie 
'li^.li i'. I IMI Ilie- r. * lf>M'l;<i v'^'il" P' f^vlnns !.'"> I. lie rnuinpiil whpn HIP 
I -in r,,n,«.e: into c-iiert- 1^ IP 17: s I. haii 5tlX ot tlip services ofterpil. 
i IIP i i'jiil I-, ulil.Tln tlilr. MII I I. IT cilvpii to enlrepreneur la I 1 <>i »>s
"•-I Ul) llV "Hill lov°P^ 'J I I I IP <=Mll«.|pl ISP.

I i 1 1 ii-- .TIM' ii ii 1 1 nl r. ••' v i • «-s -j I I i'i r>il |) v MII I I Indivisible t> v
I «•• I HIM I'l'l V I""' j II'J III i -J.-l I i 7>"l I O rV.II I I II I I III a I IT '!' III! fl S III I I IP

<n-.ti i< i 1-5 ifl te •=••-•; lli«n MiX oi I|IP ^pi vtci-s fl I PI ptl bv llils
• mil. 'Hi" 1 /i i IMI i Ii ')')% "I I he I fl a I v.i lno -it I he nr-f^o t. s t or II"3
i'ui' i. .-. I I- .• .1 I i.il I" f.-|'|,i-". I -Til i'llltm*! 3^.«. DI Ifll.l'jrip MliKt?ll I>V 
1 1' ..I i It. .,1 •,!•<•! .il !• -Ii \.| • \ 1 1 l|li i I 1.0 I'P PI I V3 I I 7rt) . ^11(1 OH'.it a IJ'ir I 11
M' V. i". * t !••' ri i *i| I" i.ii«? I«iiiir5 ol fii I rein enpni la I a< tll.vllv st1 '! IIP

I ' V C'H<\> I' W'''" • • I III" III i I I. .

I i , I i £.(•! r> M . in i ,-( I I . ii in-, s^ I III- 1 1 V <Mli|) I'lVC":"? 'II +f I I f.'PP III Wh i Cl I HIOI P
1 1 1 (i i 'inx • 1 1 M IP I'-T . i • • .ip I I .1 I 111 ounefl Ii v einp IOVP&S of tlie
r.li I "I III 1^. 'II I I in--. P l-J i I II - I III I I. T I I I Mh I S

' ii i-ii a a I 1. 1> a • >•>) to p-Tias I an i I en II ni » I af:qor I a h 1 ons I 5 fl i v i cle-cl 
I.M t..T Ii II.I'I.T^-.I a-n'-.ni 1^1 Ion in pi ripoi I Ion with the ainounl o I 
.TII i ' H I i HI A I laii'J owi IP') h v i I «; infinliPi •-. . II .Til v '">f I In*
•V - . • n i.i I n -n^, <\r.i I IIK.T-. I | 1(i a I !'>' .^ I PI I rpiol a , 11 Is I I .11 1? I el i fil I " 
1 1 if I >.i tif. 'i f «>i 1 1 1 r-pi' PI i°i ii ' I -"I I ac M v i I v .

/. i I i • I ••> II. ri ';• eilni f-. In 11 .vis I ei Pi opec I v K lc.ih I s

REST AVAILABLE: COPY



313V1IVAV J.S3

a .•.iu| A 4-i-jn.li> id |i^'(L-nd i | t- AI | «i-j| i I o i •.-.(nii
O } [Id I I llllo.l i.| MG| i,!i | nlHI'i.') IK. | |b^l I tv. I 1. 1

A} .lei Jo. I,

pue
«| I \J A ( I tn«| | [ "I'; I J i. 1 1

0-4 w|i|r>i>j 40 ^.-UL- ini-

jo iiSio
i IM i i e/ i ~| tA | -i. i 
in L;.J! |iit I&IIM

I Jc. I I -j II I il I I i| •*•'• I t L"H I- .'l

.)( | limit)}-) Ilk", A'(tf| |0 SM*| <»|V| HI" lllilK A>) | i.>HI »l !•• !••)} --I |f|lil*-. 

|)"A I O i.-«.l "I | I ' I I I M A | I A | | il' | I- I II I. -I I-J !'!•« I | 1 1" I • -i I i Hi | ',

' fill I I ^ MO I 4 t/ I ( (/A | I. | «.< | '. | t. 'il H 'I | | "i | I -.1.1 1- 4) i .il | | .,1 iili 

At Ic-.IO.Ilt a(li|S> p^l^|>t;r,( Ivl (il ._i( t i «>i|( '"•' II - -I"--" •'• c | V

• j I |.-<|>|H .• '|J •>>( I H| |j'i|.ll| "Pi ..I •• i •- |. 

B \ L'U Icj'l | e Lit- S:-d| Mil ' |1c>ill)| i, -j I ^ n-j'11-n-' ilif (••• i I-"'" ' 4 ••" I ' ""I'l ---Ml ( t

N | I IL'III | l.'| I | I I | !VJ.r> 1. 1 1 l£ "1 |IM I (•< | ^'1'- I I -3 If '•I'l1'! ' A I I .••!• • I | 1

'Illll ) L-MI |l< | II I '»'|| fi'l ! IM '•" I1 I I ' •'''

,IO | a\ 1 1 ( SUKdtirt I 1. 1 Kit. IO(I -Jl | | III'' i | ' no I | i !.• | III . i 1 1 1. 1 >• • !• | j 

O li»AO.">^-l i>l| IIL'J .li" | falll: l( |" e'llll ( •:" | | '4 f (i-i\i\f'i nl |i.i| -JI-JM (I'lli 

«"!'! 'I II M II<J! ' IL'° fal».M 1 I.' I. I I 1 1" bill U JrJ (Hi. . I !<•! | "HI l<> | >l| A I !.•_-. J .-.II 

ilSI IU J<JI| A | .IdClO.lll JO Sa I3A|0 iO I Al| |l.i 1^1 | |llti •i.>..UI. | ^

e OSL'I) J 111(1 - Sil| LJi li i | | | fl li K-il IM« Moll • • | |HH." ' i H • I - | • •)• 

I MO 3 .10 UU | | 11 4 j | i.1.11 rf | e 4 s. f HI. • I I i Id I I I 11 » ..-j I I- A. I |I..M i li i|>n. < • •';

"II "II A |A l.jAj

mil

UV 1 .11 I ' .I*.. I-' I (-' II I'l O III I (I I I" I I |li I I »•'( I ' I I I M ^ I t -IM >| l|t '. I ' I |>i i I

' S I HO'll^llllf ML- j \ (I'J I • -If, I ( I/H I" I I I- ( '

•fl I I HI )•' | • ' | I Ml' . (' •• .(

ll<t>:l>l 'I*-J|A|V| ':'l|| (Illl^ t. I.I | '.. | Mt H I" I) .'III'. I •) I '|l|i|..,| I.

<J ill i I 1 1 .1 \ lliV I'l A i i L, ! HI H oi | | | '. i I'M | L-|i'i'.iii|iin > ••! \ ..1 1 1 ii. i

A| J0(lo l.| |JU| A | '.i i..l/| l'< I i-"l.C- ( HI.-/- |n/ (• I -j|

' i l-3/\ I .3 •• i I <i | bill I -a ( 

|e|.3dClS .10 S^bl.' J UL-Apli Dl l( '( I ILJ . Itj Aq (Joi |b I ( llMIK • • f •-.-( 'H-'J :>t|i..liU

pen I ujjd^ap jo s 4 4 ui( i si|'| u(i|4jM A^ -lodi' id nn|/j4t.-A| i.-| •£

OS U.^
id. tap itii A ( 4odo id ^

(. (n "tt- •• &n \ ui "4 iir> i-^> > •.. (.<t.
Ai) i.| A I .l^rlO Id rJ4li(S O4 i|l|til I (l|l|±. Ir-jllNi.. 411 .loj^ili I,

A i .

i, A \ Ib- K' .III



11 HI ilir. !<•*.11 T. i;, t inn of UK* Latvian l^pult I Ir

1-1

2. lJispii*«> ~ rr»'iarrl IIIQ 1 I ley ft I Iv * I I elicited pi ope-rtv nmst hf 
resolved Uiroiiyh th<? courts;.

Ar.tlcle I/. I'r o'e'lure toi Lxainlna t Ion of Claim-?

I lo c'iv*-r losses ineui reel to natural ami l<=qa I persons 
r la lm« r«-^ii H lini 11 nni 1 I l^'ia I ^«: 1;s should be subm 11.1 ed to HIP 
i'i w-i' I?-T! ion i."inin i <;? I fin bv l^-ilpi . Sncli claims must be examined 
a 11'I a' I ••'! i ii "n i 11 i 111 In MII«=- IM« >n III 11 IMII 1.1 IP day "II. ' s r RC e I VP(| to v 
Mi«- i-i I/.i i l/.ti i'lii (.'1111111 i --.S km .

/ . II Kit. r i.ilinaiit Is nut; satisfied wll.li the decision ol 
i If- i i > jf> i i ,-.T I i MI' i.Miniii i *•."?• I 'in h<? ma v M IP a COLII I. appea I .

i '.la HIT'; I 'it a-.-1. s '. "inin I I I oil wh I \f- tran"lf>rrlnt4 proper I v 
in-iv I" 1 . MI.in i M i-i| I n I he. fi ival 1/aM'iri l.niiiin lp«; Inn or tli«? Mln1sl.iv 
• • i '"ii i • ' i i'' n •• n I l.h In A in* in I 11 11 DIII HIT* fl'i v 1.1 if* 11 'iii'." 1 or



' V

I1 ' V

i .ior>dji • i)

UO| '.) D| PS I

ui.u>|c*}|

;A(J

a.i\ I Jl)

JO lUbhl | .I 

M pe»l L'll| |) 1011 I 

I" tUblir|IL'ilb||

jo |iidin| iL-ildii

ll *-• I lupin oi|| 
I o ( • -. t 1 1 ! 1 1

• l\ At) I > II I I II I I IIU I •_, I.U 1 I \1
I III •_. j 1 1 I I II III I I I L- I IIUIIKI I 1 1 III I •

pm s Ml I Jo iin | | e | ii ouio | diu | DI| | in i o | 1 .1(1 | rjU.I j 1 1 (lldlll | I I'll il 1 1 | L' l|l J | ll I | ItlL' | II I()

• i. u 1 1 j | L' i 1 1 i i, i. v a t, u i ) | (i | -.> | u i- 1 . ) I . u | b •_. o 1 1 i 1 1 J J O . I U | S 1 1 I- .1 | | ) 1 1 U '-. U I J ! | L' I M I •_,'_. L' 0 A I J L- I u ' I < i • ) I U I o 1 1 1 1 n i 1 1 1 A.I|L'|> |" ( I L'MolU) I III) IIU ! I fill III I ,)l|| :,Ml>U«|l O I •., lo III I .if I llUL-IU I II I L' S Id .)! ipo.lil | (i t>|il| j | oo III | L'llU I | L-IU Hi | 1 1 1 a/ | IILM/ Hi i| | in nil ulin I III j III)) b In | in 1 1 1 1 1 1 1 old | .IL'iIup | L- ill | | II ) j Ki'L' | i j I | :. I i| ' I/ ' /

lu | .IL'lj
I " ') I "line '.. io|S|iiin in | i JHHU i Ml dl| I l| I I M .Id | .let | I <Jl| | pi /\ \ HU.IU | III I

|,UA,II.ML-

Ud.lU

• ^ a i t ''> I o '.. bd|l | AD.Ul '( I ell It) i Ol| | IUI J.I | /) ( 1 IU | (J Illl I -3 '^OlIU III pUU- Hi. I I ilu io I d.lllSllb 1) | i,.IL'dA t 411 £ l)ll|.lllp ^|IIL-|lt A I | l/p | ii o :, 1 1 cil(( HI) iiiu i | u j ;icii,st; s .io:)np(i.iU At) fio j |

: uo | 1 1; I

I L'.lrtAo'J .IO )
-..uu i i L' i

lul | | '_. i.U(j{ >L- | .iii^ili •_. id.'ilipU ill
)U ^l(l«|dll y | U Illi; i fill III I

HI A .1 j up ) ..i. | i ju i 1 1 u. i ' | ' ,:

; 4 ) t;1 llbiu Dll I .1 Id | i..Hi)t1-'1)! OIUWV

• Al>0 I (JIM I Id j Al| |>l I U A I I t I III I I .1.1 d ^ t> I j III) ) lldpUdtld|lll j -it IIIL-|I| |l.'.tlU<J) ot| I lUU I | |lu | L- IL-iloS - pd /? ! IIL-ll Kid .1 dlj | 1.1 IUI A<ll|*| 1>IIIJ j }*.-<) ^Uii, U blolllpuul ll') |ld .l.ld I SIIL'a | iJll 1 Ol| OIL1 A dl| I dill | | 01 1 | \\f ' Ulll I f_.Uoillllll I | I II II) | | M bd | IIUlllllU.) (Jill/ Mllll | U' | .ID^iiL* i..lil IM|iU HI pdl>IIH| A|Mull II) poMolldl J I) <l I 1)1. .IdllMll dl| | U | U | pd I .10 | 'jll U I j d>'l| III;. I | oi>LMHl (nil lllp l|.l 1 I|M \i | IIL' | ll 1)11 I U bd :ill.lll A I I L-p pllL' ^.tlll | | f | '-> lit I I t- | d 10 I | I I III | D | w | | L> |l<! A I J.I ill I U i»L-l| i, .Ib | S I II I H | (I | t 'Jill II i ) (| | ' |

• .'« if. I " / I tli|lllo | iloj. liln I IUI I | II | ll^dfl S.ld | S I III U M1 | ! .'HUH | \\ | 1 1 | I n a Hlep III I JL' II I

'I d^uijil IHij in|i id | IILM|IIIU:I put itio i i L- i ,ni^ '_, t b Idlllpll.Kl A.I (Up I) I pil J Id I t>llt.-.4 j e»l| Ilk?. i I|.J|I|« | IIL' | il 1)11 I i i. a. III i Hi pliu Ijll I I .)d I I ii.l A I I tp | it I j I | i>i | | lll'l

Shh I 'hil ' S.(

JHlUld



•-jrJII'l t'6 1 •(

,i'i in i i i ij|

'..Mil- I d

• ! !•' I !.H 

1(1 Mil l i \

:^\; 
l.'l) I 11II.' (

1 • '....:. Mi •' • p • .,-• • 
ii

I. . i j. I : i i " i . / • I l I ; 
i ;. • : .' •' I •• „-- t i r H l '
: i.-.. 11 i -'i •'.-• i i t

•, ) i;l l j i |in< i | IM l.i I 'I
.«• I..MIIIC.V! •,:(•.. [ •••/-. I

KAK |Uf'^l J<| Jltl 41 IV \ I || 
I'A I'.| Ollv f << p«ll|ttlij |

i n ii | h.n j(|
• U,;\rftnHi j 1

" • ;i i : v< ifr'* ' .' r "f (4>j'fl It'C|o ( ill Ii It (• 

if.-H.- |(i| iy J -f

r At1 11 iiitj | »i i t'.j'j i
».'/\t; I I if fj J •) Illl { J'(

!. | I'll | 11 Illl i -j

i^ini iii'i.ii i.rri 
'-•'•'I! l'"'f I'"-' ^•;!.•«-• I I i I' | I llli I J . |

|Vil I.'.N t | t.'.l | vi I II j Hl|ll' I'I -J.: I wl J;T»'.

i.v.i.-:| o ( u j ^ !•«• (t l
•/.I' 10 I .J J 1 IV. I I I ||

t^i|.-.> i mi.,'|i.: i |
I-AI- 1111 ii t | ><iii (i-|..- i I,|
<-.M- |lil ,> i -^ t. | i.'l. .. i lt.||

f/.r (liii.j | il u.; jiu i |

l. .'. »• |U j «r 1 ^ *.ki:iill I II Itr J 
I-/.I (III li> I il L.i 'ill.- .1 4

l-A t; |li( i • l •) ll. r i i ll i:, 
(-'<". ».' I I HliJ I ll !> ( I ll I l_|.)

c.'.tfji il u I \ n.;»?|iv/
U A » ' I I I j la A \ Vj k-11 ( I I ti I ; j

i/A i- 11 ii lu 111 ;ii,-|'i 11 mi i i ^

I • ill l.-/)u' |i il l.i I .1
t.«f|..-t>( jii v.t'iii -j

kitlll 1 t>ik.*i>llll l.'llllllll. lll.'i |

• 'I',

•'/.-:

'IJI 
/. I
VI
L, I

I/1 '. I

I I '01 
'6

1' ' 'II

BHV.'j MM HYURJdJItl (\A JNUVbN l.J

NO HVNVVN:II>IJ<I VN.J.J u

.if.



i.i-.: pn I 

••'' -I'-'f \(\

M'l I' U

""«.'( \l\

••••>>• -I'-.H

:. | ;:'" I 'I'"" I
a A ,10'...in i | i ii.ii ,1

I I'l I I ||IIM ') I > li:l j 11
>'!«.-•'•'! I ;- I '-I'Vl

i-i.ii i,jf| i i ir;i n'ii'|-
L'A tt | Tl ( rj.J'^ Lx.i.Jll I 'I /

Ah' |ll j . i J'-J hu [ (Ml I,:H'II I 4
f Al/ l (l I l-j.J ^ L.fe'A irll I fJ.J

I'/it'")! MKJ | <] lit-'.-jll I |
(•'^l''| I I | i I I | IHI«."|( ! ''(';•

I'f.t. l f lllr.l'j iJ \-j\- ]l! | I (\ 
I','. f'| I i ! rJ I | I I | rl..I l/|

•AL' |li f . i J'-\ l/ll [ t''<i'i|i»l/"| 
t-.-i i.-:|iiiiij'! il i if, (t-jj

h'Al''|<l I <i.t >\ laillV-r..1 ii.i>_\ 

(V'l- I III U J •) bf I l.-Mlll ^
<-/i>.- i miii i ii • .1-1 (>n

t.'At. I I I I i i I I I II It; i | J(j

I'Alf ((Illu j <j I II It' | I /•
!• AI ' | (11 ii (;.| '-.i< i u|- .1

I'f.i- i (ii u i ] !j. i [ ! i|i .)
vt, \: I 111 lii 111 bt-.-f • [|i I 11 4

1,I|<J I -a.l I i(|
t'iM' | li I ,-/ I 1 !,(-.'/ i III! J) ,| |

t.Vil' | I ' I tJ I | L.t^l'i'|ll/l i(|
t ..< • | I >IM j J I I'.. | t |

I'/,f | I i j i/ I I '..I' | I III i<|

I'.M | I I" I, I I <l In i | I 1 |,M I 1
! . I |, • I ! . t' i't I I I • I • | I ! ,

I f.' ' | I i I > i I | • ,< •• I I 1,1 I I |
t • A < • ) ( t I »» t -| • . i i | t • t. |

I.'.'.C | I • j <.'i I | '.. I I. II l|l, i |
I .'. I | I Mil , I i I II. I.'I |'ll I |

I',', I | I I | i I I | •« I'l III I I |
t't',1' |l'l \J ( | ti (•• IM 11' I Ii ir' | •

I- ..(- | I i j \i I .( ill-ill IU
I .'. t. | (I | u .1 -\ !.lr ! ,..ij

t ,.i | I illi.i I ' I •--!./• ll I | I- \,\
< ' ,': I ' | I I j I I I >| i. . J I I . I ! I It I (

i •.•,«• 1111 , i j | i.uili;
I'.-.C | I ;• I. I I . I ill 111 i I I ill I I

C.M1 | I : I . i I j I 11 .Jill, i i I I | i ^
I •<-.<• | I i I . i I •(

S... i' lr> i I • | in u. |-
( i', l- | I /I I- > I i I i i '•( I .'. . | U

•..I|,M -..- | (I-,',
I f. \t 11JI ..I I I ^,..'-1. ll., I J

I .'.I • |l It II .1 -| '..<! I ,»/. J

M.'.M 11 ii l.-.i nl iii.1 | i; | j i ( 
i i',i- ) i i j u i | 11 { > liu i i|
l A <• |Ci j i) I •) '..., Hill • | ij

l ,'itr | I i | 11 j -| i 11., l, j||i i |
i Mr 1111 ii i | 11 | 11. i | ij

/I)
71!

I'!/

I//

' i.i

I/ 
I)/

w ' :.'/ 
' t/v

'/ t' 
•'/I- 
' '.. !• 
' I/ I- 
' \ \l 
,'t' 

' I I/ 
'Lit/



i

MM.
M'-'.

'Hi .
'.M .
'>'.•' . .

'? *

'."1 .
')'• .
•>•'• .

')' .

'}n .
vv .

inn.
11/11 .
HI/.
1 W '. .
mi .
iwn.
i i/i.'i .

IM/ .

I IV>.
1 MS' .
i in .
Ml.
1 1/.
1 1 .'. .
1 M .
i ir>.

1 l/l .
117.
i in.
1 IT.

i :•« .
i.'i .
i ?y .
i :->?!. .
1 ir-11 -

I '.]{• .

i -A.
i ','/ .
i '..in .
i :"? .
t *.p.
i tl.

. t
.. _ . J... . .!._. . . ...... ...

\ Ml,:.,, 1- r .1 i-il ..-,.
1 r. |a-.;r r <'in,-| 1- r •• fill .'Iv.J
f «..» 1 U.-il CsV- :»«l 1- t i • i ill'.-!-.1 ••»

1 (i ,-•••:; 1 r n i<il ••>.>
''• 1 '.'mi' T 1 « : MI;»'-
|| 1 nin 1 1 . i v;>
1 1 1 I'lH • :: ^ 1 '• l« I 1 • '.' 1

f ' i 1 'i--|. ' i 1 .i-, 1 r i -.1 nl .»'.• ;\
1 ••! 1 ii 1 I'M •-«•» 1 r r> i it ;i'.M
1 i .|..i i •> •, . ."I.-

1 i Jill J 1 1 1 i i-' | <i 1 -ii-rt
f-'iin.*'! 1- re- fill /v.»
1 10 1 t 1 r'M.'l I » r.i 1 • l 1 n>> >
1 1 -|)n 1 l f> |.il •>•• i

1 r .!(• ''n i 1- !• n |nl ', M:I
1 iilcliiyri V , r . I M I iv/i
)• .1 I.--M ,v.-i.r i . >|,
U;u ;il ) .'>nn i '-li-
li;! i I j... .-!« 1 t r.. |, it i'.',i
'• '' ' •; 1 1 i:»l I'll- > 1 ••• I . 1 1 .•!•.•.»

< ll.ll Ii. 1 III." 1 'i1 !!/!.!'! . )

1 ;i •\n (• » r? |ol •-» v >

fj.tll | 1 rM 1 .•!«•, | f r. j , )l ,-j..i i

I'I||)|1.-A- )• | |. Jill . I ,\

1 .1 1 1' 1 1 1 i -'I, II I l . 1 1 il ;i",-|

\ .1 1 ll|'/-»v \ | r'.li 1 1 .1 v;l

1' .iinj-iv.--*-? 1- r i-? 1 <il-iiv.-(
'.;.! | lniL^r; f f .|,r;

l'"lir "i ii-"1 ! f'fh's
) lull .'i-i r-.n-liti

IM,,,|,, r.-n-hT.
r MI n." |r>^ 1 r I- I'M ;iv*i
1- -U' Ir.ui !•• r c. |ul:;«v*>
.(«'!•• ;tli[> 1 1 vi |J on -A
1 . linl) ln;iX«*
'•"il I'l/1 I.'* 1?!, Cl''ll'5

1 f> Im.'ir.ii.ij IT "iJr.il.-UvAi
1 .-nii'lnli; l< ("i»,l o 1 '4'/^
VI. nut ti»-in lr|r«.J-)h^v«
VO 1 |>l 1 •)' <:Mfl»l ( ;

\'l. 1 1 l|nq hJ P'flV '-•'»'•' I1 .

t t
, ,' ' 1 .Jriiiiniv 1 r lunik.* ••

(• r «• |>il fl^a :i ,
f 'i >ll<3 1 1*"- I'jnll'.ll .(VfJ
fiHt .TIT l-: r p |li< »•/ ^
Tim- M ft i- tfjr.il hv.i
(iHlli'lli |-'l C.<lll.lln«-.' »

\/(»i. ^U.WB krbj- it ;>v»»

^
- "

••
»
"
••

. ••
. "

"
"

U'll ll M (','>•> \ i||l. ,

ft i/ | ,.:•. | ii •; i f.| .a

1 l'l| III I < r>
"

. M .

.1

"
"
.1

"
"
II

"

l/'l 1 M 1 '=i 1) |l|'l-> V|' 1 1 ~

)' i M | 1 \ MMllllll.l 1
II

.1 .

"

"

"

. .1

Wa 1 if «; ft -"nl ;»v -i *

t'i)|iiil r.: a

•"
"

/^'.'M 'if .' f »>•• "DWII',1 HVrl"

"
" "

1 •'"
. .... ;

" '

\/.k) '((•« «ff ilqavM'i
it \ f*i\& IffiinliltiJS I'?*

. M
. n

. H

.." .

•" •'

^. II 

' * 1 •

..........

|.'.(lll|. 1' i 1 l|«-i|l' !t M
"

"

n

i 1 "(III. •>. i i '||.'l"i
"
"

(

(

VJ ll .-.•-.

,()'ll II ')•>'•,
II

nOiK' ;

I



I V,.
I v;.

i *,n.
M7.

111.
IV. 
4X

on.
4V.

t rv;,

Oinj^t !••« 1 r»PK
I r '"• I Ml.. •»•/•=»
7n Jem l.i?)' i.i l-r r>.|c)( ;w.i
1 IlI'Mina i» L r.i|| a 

I- <>ml.)<ll3 I.**

.l;»i.iiH'l I ^ plii'in i(

^ ^
Ii.n
I- < mil) i n~i '.

'»l <••') i"1?'1; p I. "in) I av« 
In«:«v3«;' r' I r 'M':) I .a v» 
A t ?

I'Vi; l;»rU kr r* Ibl'.rwa
• • i ii i- i j u !• r r> ) r)(.aVA "1.1.1.1 IP'S

(ii.tf nl A<=; p l.ii|i<:il'r«va
/.nl-.-nr; cr?ll--

f ;•!'(• ri-i (•-. r r> ih( .»v;< 
[ ••iinp~i Jli I- r t'Jri I .<) Vri

I u If /i.iu kfr-i |M

I l'4."5 1 nq r:pf 
ilr.iv.^'3 kr 
I'Tii'Mi ^ J-c

.^uV.'sa I.inn J.e?r:T.br»« 
/nltilr,tr I..I.H

P lf-t|i.'i kciinl) I n a l.r. 

p J.nnsi"

M 

*••«.» I.

1 rnn "Mini-

V^a 1 TI l.a (\ i :: pi.i l:

•!• r .

«;lp «. tar lonflr J r-j pi t?na pii?of?m<iar)flit; runkLJ .

M

COPY



THE REPUBLIC OF LATVIA 
LAW

ON INDUSTRY AND BANKRUPTCY OF ENTERPRISES AND
ENTREPRENEURIAL COMPANIES.

Chapter I 
General Regulations

Terms used in (tin lav/:
Insolvency - inability of the enterprise to pay its debts acknowledged by the owner of
the enterprise or established by court in the order stipulated by this law.

Bankruptcy - a forceful expropriation or liquidation for the purpose of acquisition of 
resources to satisfy the lawful claims of creditors.

? Convalescence - activities aimed at the prevention of a possible bankruptcy of an 
insolvenl enterprise, e.g. reorganization of the enterprise, change of structure of 
production or profito, loans, issue of warrants elc.performed by the owner or other 
natural person or legal entity.

Meeting of creditors - a form of joint activities of creditors of an insolvenl bankrupt 
enterprise. If only one creditor attends to the insolvency case he alone performs the 
functions of the meeting of creditors.

Administrative body of creditors - a governing institution to control the enterprise for 
the purpose of satisfying of their property claims.

Competition for the property of the enterprise - in this law it means auction of the 
enterprise property .

Competition of the ? convalescence //san_cija// activities - according to Article 15 of 
this lav/ - selection of the most effective program from the programs of a number of
candidates.

Competition object - property of the enterprise subject to exempt in order or lo satisfy 
the properly claim 1; of creditors.

Competition Board - an institution elected by the creditors to control the object of 
competition

Malevolent bankmpl - lias the following indications:
- the debtor has not notified the court about the 

insolvency;
- the debtor has prevented the complete and impartial 

examination of ttie insolvency case: if he has hidden 
the accounts or other documents or material values, 
avoided to participate in the examination of 
insolvency case, presented forged liabilities;

- it has been established in the examination of the case 
that the debtor has deliberated made the enterprise 
insolvent in order to avoid paying debts or default 
(discharge liabilities).

Article 1. RELATIONS STIPULATED BY THIS LAW.

This law stipulates:
1) the order according to which an enterprise is considered, insolvent and the
sequence of activities carried out to make the enterprise function, or the order



according to which an enterprise is considered bankrupt;
2) the order in which the creditors claims are satisfied.
With regard to banks, other credit institutions and insurance companies this law is
applicable taking into consideration specific features stipulated in a special law.



Article 2. BASIS TO CONSIDER THE ENTERPRISE INSOLVENT.

The enterprise is considered insolvent, if it is not able to meet financial obligations of 
creditors in the dales fixed in contracts in the amount not less than 50 percent of the 
statutory fund for entrepreneurial activity furthermore creditor institutions refuse to 
grant credits and it is not possible to acquire resources by means of mortgage on the 
real estate of the enterprise, or if the enterprise is insolvent according to the 
condilions stipulated in Article 3 .

Article 3. INSOLVENCY INDICATIONS.

Insolvency is declared:
1) if the debtor in connection wilh the petition or irrespective of it acknowledges to 
court, one or more creditors that his property is not sufficient to cover refund of all his 
debts;
2) if in case of / exemption/ exaction it turns out that the properly is not sufficient to 
cover all his debts, coutt acknowledges the pelilions confirmed wilh documents to be 
valid Creditors can bring petitions to court irrespective of the termination of the 
period of settlement of liabilities;
3) if the debtor having not settled orderly his obligations performs activities that 
cause real doubt about the possibility to recover the debt, e.g. if lie is missing or 
alienates his pmperty on a broad scale.

Article 4. JURISDICTION OF INSOLVENCY CASES.

Cases of insolvency are examined by court on the basis of the stipulations of this 
law. The court brings action against a private enterprise if the sum of the petition 
exceeds 1000 rubles, or an entrepreneurial company -10 000 rubles.

Chapter II

ORDER IN WHICH THE ENTERPRISE IS DECLARED INSOLVENT.

Article 5. A CASE OF THE INSOLVENCY BROUGHT TO COURT.
The case can be presented to court eittier after application of the enterprise 

or creditors (group of creditors ).

Article 6 PREPARATION OF CASES FOR COURTS.
If the court recognizes case valid to initiate the case the court immediately , 

simultaneously wilh routine procedures, completes the following actions:
1) warns the debtor:

a) that his obligations to inform the court in case he is going to change his 
personal or legal entity address,

b) that his not appearance in the court by invitation from Competition Board, 
audilor or administrator, or refusal to submit necessary explanations will not be 
considered as an obstacle 
for declaring him insolvent;
2) reports to credit institutions, that a case of insolvency has been brought to court, 
reports the amount of liabilities and requires for information about financial situation 
of the enterprise;
3) informs all known creditors and state // sanacija// 
institution that case of insolvency has been brought to court;
4) appoints the auditor for preparing insolvency balance sheet for the enlerprise, list 
of movable and immovable property , liabilities of the enterprise;
5) stops payments of liabilities (or the last three months, that were not paid.



Article 7. DECLARING THE ENTERPRISE BANKRUPT OR INSOLVENT. 
During investigation of the insolvency the court inspects:
- possibility to come to agreement between creditor and debtor;
- possibilities to start ? convalescence ??san_cija??;
- possibilities to establish administrative body of creditors.
Then the court mnkos a statement.
In case the court considers ? convalescence ??sanacija?7 of the enterprise possible
, it states duration of ? convalescence ??sanacija??
and stops the court actions for that period.

In case the court ascertains that the property of the enterprise is not 
sufficient for covering the costs of all announced and certified debts and there is no 
possibilities of agreement or ? convalescence??sanacija ?? of the enterprise ,or 
establishment of the administrative body of creditors then the enterprise is declared 
bankrupt and the auction of the enterprise property is announced.

In the sentence court can state the presence of malevolent bankruptcy.

Article 8. ANNOUNCEMENT OF INSOLVENCY AND 
ADMINISTRATIVE BODY OF CREDITORS.

ECTABLISHMENT OF

The court makes announcements about insolvency or establishment of 
administrative body of creditors (article 11.-14.) In the official editions and local 
newspapers .informs municipalities and the Enterprise register office that has 
registered the enterprise.

Claims of creditors should be submitted within three month from the time of 
announcement in the newspapers.

Article 9 Managing the enterpiise prior to establishment of competition board or 
administrative body of creditors.

Prior 1o foundation of competition board or administrative body of creditors 
the properly of the p.nlotprr.e (in case of bankruptcy - only object of competition ( 
article 19. and 20.) is administered by the administrator appointed by Hie court who is 
obliged to :

1. Administer the enterprise until the meeting of creditors lakes place, not 
allowing to spoil, waste or dissipation the property of the enterprise ;

2 To inform all creditors of the enterprise and to appoint meeting of creditors 
not later than within two weeks since auction competition of the enterprise.

3. To proceed with preparation of balance sheet, that should include also 
statement of properly «f the enterprise - i.e. is it a comon property and possibility to 
sell part of properly without interrupting business activities.

4. ask for decision from stale or municipal authorities on further steps 
concerning the property if the enterprise possesses, uses or administrates the 
properly thai according lo legislation belongs to slate or municipal authorities.

Administrator is responsible to the court and meeting of 
creditors.Adminislralor has rights to alienate the property before the announcement 
of creditors' meeting if the goal of his action is to satisfy the interests of creditors.

Article 10. MEETING OF CREDITORS.

The competence of meeting of creditors:
1. lo study the report of appointed administrator about execution of his 

duties, confirm his appointment for further acting on behalf of creditors interests or 
request the court to appoint another administrator within two weeks;

2. Elecl chairman of creditor meeling and board of compelilion thai ads as 
deputy of administrator appointed by court. If the person is not selected from 
creditors his written consent is needed;

3 confirm the reports by administrator and board of compelilion about their 
role in administering Hie enterprise. In case there are malicious acts (ill-intended acts 
) the meeling reports lo the court.



1. the goal of administration has been reached;
2. the meeting of creditors decides lhat Ihe goal is unrealistic;
3. if debtor has acted maliciously against the interests of creditors.

If the goal of administration has not been reached the meeting of creditors 
can apply to court to start process on insolvency.

Chapter IV 

CONVALESCENCE //sanacija// of enterprise.

Article 15. ACTIVITIES OF ? convalescence??//sanacijas// APPLICATION TO THE 
INSOLVENT ENTERPRISE.

If in Ihe process of insolvency the agreement has not been reached and 
decision on establishing the administration of creditors has not been passed, the 
court asks for owners opinion about necessity or usefulness of //sanacija //.

The owner of the enterprise (state, municipality, private enterprise) in time 
mentioned by court are to announce his opinion and if the //sanacija// is chosen then 
submit program of //sanacija// to the court.

The owner can propose the announcement of competition for the 
//sanacijas// programme. In Ihe competition the owner, employees of the enterprise, 
creditors, other enterprises or natural persons.

Term o( competition - one month since publication of advertisement.
Within 10 days after compelition the court decides about implementation of 

the //sanacijas// programme proposed by the owner or programme that has won the 
competition or rejects the proposed programme of //sanacija//.

The //sanacija// programme are to meet the demands of the creditors on the 
same conditions as the liquidation of the enterprise.

Article 16. PROCESS OF //sanacija//

Period of //sanacija// cannot last more than 18 months, for agricultural 
enterprises - two years.

The application requesting prolongation of the //sanacija//can be submitted 
by participants with approval from creditors for period of six months.

In a year from the beginning of //sanacija// amount not less than 40 % of 
creditor claim has to be covered .

Repayment of debt in case of //sanacija // is to carried out the same way as 
in case of compelition.

If these condilions are not observed court can decide about hailing the 
//sanacija// if there is a request from creditors.

The implementation of //sanacija// procedure in slate and municipal 
enterprises is determined by municipality or Council of Ministers.

Chapter V. 

AGREEMENT IN CASE OF INSOLVENCY.

Article 17. Agreement peculiarities in case of insolvency.
The agreement in case of insolvency can be agreed upon any time prior to 

actual distribution of Ihe enterprise property.
The aymornonl can ho reached if not loss than two thiids of credilois holding 

not less lhan Ihrce fourth of Ihe debl agrees lo that.

Article 18. Cases when agreement is not allowed.

Agreement is not allowed if there exist indications about malevolent
bankrupt.



Agreement is not allowed in cases concerning claims of alimonies.taxes or 
other budget payments, claims by stale insurence institutions concerning 
compulsary insurence.

If in the concluding agreement the demands of this article are not observed 
court does not approve the agreement.

Every credilor who is bound by the agreement has the right to request the 
court to cancel the part of agreement that directly effects him.

The agreement is not valid if it is concluded using any dependence on part of 
the other party in the interests of the first party.

Chapter VI

Procedure of competition for acquisition of an enterprise's
property.

Article 19. Competition board.
Competition board under the quidance of an administrator acts with the part 

of an enterprise property designed for competition with the aim to repay creditors' 
claims. Competition board is responsible to court and meeting of creditors.

Competition Board takes over obligations of debtor arising from contracts 
with the staff of the enterprise.

The competition board has the right to proclaim invalid the tranaclions of the 
debtor concluded with third parties or to the benefit of third parlies during the year 
preceding the insolvency announcement and that have incurred losses to its 
creditors
Article 20. Administration of an enterprise if it has been impossible to elect the 
competition board.

If thenumber of credolors is less than three, court can appoint the 
administrator with duties of the competition board. Creditors have the right to request 
the court to change the appointed administrator.

Article 21. Property to constitute the competition scope.

The competition scope comprises all the property of an enterprise subject to 
recovery according to legislative acts and to the respective kind of enlreprenurial 
activity, including property that is added to the competition scope following claims 
made by its organizers and property that has failed to come at the disposal of the 
enterprise arid regarding which there is a court decision in favour of the enterprise.

Signed but fully unpaid slocks belonging to stockholders of insolvent joint 
stock companies or other chartered companies or parts of these slocks shall be 
added to the competition scope and valued at their nominal value, levy of these 
amounts can not lake place before Ihe expiration of the lime limit for full payment of 
slocks or shares as required by Ihe charters of the respective company.

Article 22. Property not to constitute the competition scope. 
The competition scope does not comprise:

1. Property of an enterprise not subject to recovery in accordance wilh Ihe law;
2. revenues of Ihe enterprise received at Ihe lime of the competition as a result of 
activities with property outside the competition scope;
3. property removed from Ihe authority of the civil law.

Property to which civil law is applied with restrictions in accordance with the 
law can be included in Ihe scope of competition on the basis of an instruction from a 
competent stale authority.

Article 23. Transition of liabilities of an enterprise to the competition scope.

Liabilities of an enterprise are transferred to the competition scope if Ihe 
competition board or the creditors' administration have not refused lo execute them. 

Delegalion of a debtors' liabilities lo the creditors does not //free // him from



his liability to settle his debts with properly obtained as a result of competition 
concerning creditors whose claims have not been fully satisfied at the competition.

Third parties who have contracted with the debtor may request the court to 
fix a time limit for the competition board or the creditors' administration to make an 
announcement as to whether or not it agrees to perform under contracts made by the 
debtor.

All activity with properly within the competition scope carried out by the 
debtor after an insolvency claim has been raised is to be declared void as regards 
the debtors' creditors,but being binding as regards the debtor and third parties.

Article 24. Claims of third parties and announcements regarding the scope of the 
competition.

Claims of third parlies concerning ommision of property from competition 
scope or announcements concerning objects belonging to the enterprise at the 
disposal of these three parlies shall be submitted to court within three monlh since 
the day the enterprise has been declared insolvent.

Article 25. Registration of the creditors' claims.

Creditors' claims regarding property in the competition scope shall be 
submitted to the competition board within three months since the day the enterprise 
has been declared insolvent.

Before the registration of the claims the competition board verifies whether 
they formally meet the demands of legislative acts and arranges them in the order 
appointed by legislative acts.

All creditors of the enterprise are in right to gel acquainted with the advanced 
claims.

Claims subrnilled after the appointed lime limit shall be settled with property 
left over after settlement of all timely submitted claims.

Article 26. Examination of creditors' demands.

No less than two weeks after expiration of the time limit for submitting claims 
the competition board calls creditors to a meelimg to examin presented claims.

The submitted claims are examined by creditors at the order of registration 
and solve the issue concerning settlement of each claim by vole.

If the presented claims are not declined by the meeting, they shall be 
considered recognized by the creditors and settled amically from the property from 
the 
competition scope

The recogni/nrj claims shall brj written in a register, binding to all the 
participants of the competition and cannot be appealed.

The validity of the declined claims are to be examined by court on the basis 
of an application from a creditor having intereslwilh the time limit for submittal two 
weeks since the date the application has been declined.

Article 27. Right of vote of a creditor whose claim has been declined.

A creditor whose claim has been declined preserves his vole at the creditors' 
meeting till final settlement of the dispute at court.

Article 28. Distribution of the value of the competition scope.

Revenues from sells of competition scope after deduction of expenses for 
the bancrupcy procedures shall be distributed between the creditors following order 
appointed by legislative acts ^nd on the basis of the decisions of the competition 
board authorized by the creditors' meeting.



Article 29. Termination of court action in a bancrupcy case.

Court action in a bancrupcy case is terminated by a decision of court.

Chapter VII

Protection of the debtors', creditors' and 
persons' rights in cases of insolvency.

other

Article 30. Procedures of appeal concerning the activities and decisions of enterprise 
administrators.

Claims concerning the activities and decisions of administrators, the 
competition board and the creditors' meeting shall be brought to court according to 
general procedures.

Submiilal of an appeal claim does not stop the execution of the respective 
decision.

Chairman of Ihe Supreme Council 
of Ihe Republic of Latvia

Secretary of Ihe Supreme Council 
of the Republic of Latvia
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LAW OF THE REPUBLIC OF LATVIA

On Privatization of State Dairy 
Processing Enterprises

Terms used in the law

Dairy processing enterprise - an independent enterpri 
dealing with processing of milk produced by 
agricultural enterprises, preparation of d

ise

products for sale and
preparation of dairy 

their storage.

Company - in thin law it stands for "joint-.stock 
companies, share companies, cooperative companies 
v;ell as •coinpaj'jier; with limited liability.

;set

CIS

.^•arf on assets .in the ownership of 
Vcirious types of companies (stock, shares, aj 
shares).

Individual share assignment - assignment of assets, 
which are transferred to the milk producers cooperative 
associations without any compensation, to the members 
of these associations.

Privatized unit - state dairy processing enterprise, 
group of such enterprises or former state dairy 
processing enterprise, which according to the decision 
or resolution of state administrative institution was 
transferred to other legal person by April 15, 1992.

Individually assigned unit - state milk collecting and 
processing enterprise, which is transferred to milk 
producers cooperative associations in accordance with 
the Republic of Latvia Supreme Council law of April 15, 
1992 "On the Privatization of Milk Collecting and 
Processing Enterprises".

Suppliers of milk and its products - in this law units 
to be privatized according to this law which in 1991 
and 1992 delivered milk and milk products to other 
units to be privatized according to this law.



Article 1

/////&C&P 
I General Regulations

Functioning and objectives of the law

According with chapters 2, 3 and 4 of this law the 
following units are intended to be privatized:

1} State enterprises mentioned in part 4 of the 
Republic of Latvia Supreme Council's resolution of 
April 15, 1992 "On the Privatization of Milk 
Collecting and Processing Enterprises";

2) all state dairy processing enterprises, which are 
not claimed by milk producers cooperative associations 
within two months from the moment this law comes into 
effect, fulfilling the Republic of Latvia Supreme 
Council resolution of April 15, 1992 "On the 
Privatization of Milk Collecting and Processing 
Enterprises" and which are not transferred to these 
milk producers cooperative associations within six 
months from the moment this law comes into effect 
because these companies haven't carried out all 
functions determined by the ownership transfer 
documents;

3) former state dairy processing enterprises, which 
according to the decisions or resolutions of state 
administrative institutions were transferred to other 
legal persons as of April 15, 1992, except those milk 
collecting and processing units which are determined by 
the Ministry of Agriculture, and^according to the 
resolution mentioned in this Article, transferred to 
milk producers cooperative associations without any 
compensation;

According to the conditions mentioned in Chapter 5 of 
this law the assets of those milk collecting and 
processing enterprises are individually assigned which 
according to the resolution mentioned in this Article 
are transferred to milk producers cooperative 
associations.

This law does not apply to those state enterprises 
defined by the Republic of Latvia Council of Ministers 
resolution, which are fulfilling the functions of state 
reserve storage. Council of Ministers shall adopt this 
resolution within two weeks from the moment this law 
comes into effect.

Article 2 Legal basis for privatization of dairy 
processing enterprises

This Law serves as the legal basis for privatization of 
state owned dairy processing plants, as does the
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Republic of Latvia Supreme Council resolution of April 
15, 1992 "On the privatization of milk collecting and 
processing enterprises". Questions connected with the 
privatization of dairy processing enterprises not 
covered by this Law or above mentioned resolution are 
resolved according to the other Republic of Latvia 
legislative bills.

II Privatization Procedure and Institutions

Article 3 Procedure of privatization

The process of dairy processing enterprises' 
privatization includes:

1) formation of privatization commissions -- within a 
month from the moment this law comes into effect;

2) establishment of milk producers cooperative 
associations in pagasts -- within two months from the 
moment this law comes into effect;

3) valuation of the unit to be privatized -- within 
six weeks after privatization commissions are approved;

4) development of privatization scheme -- within two 
months after privatization commissions are approved;

5) approval of privatization scheme -- within a month 
from the moment a scheme is handed in;

6) preparation of a draft prospectus of the company to 
be formed -- within two weeks after the privatization 
scheme is approved;

7) preparation of a draft charter and other necessary 
documents -- within two months after the privatization 
scheme is approved;

yujvA
8) >ag'4.^gHjJg*g for &&&€&& of the unit to be privatized - 
- within two months after the assigning is announced;

9) taking possession of the assets -- in the terms 
determined by the privatization scheme;

10) calling of the foundation meeting -- within three 
months after the privatization scheme is approved;

11) registration of the company;

12) transfer of all documents -- not later than in two 
weeks from the day the company is registered.
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privatized. The calling of the conference is 
coordinated by the MOA or the regional agriculture 
department.

The Privatization commission may involve experts in its 
work who have advisory rights.

To carry out separate functions the privatization 
commission may form sub-commissions.

The privatization commission of each unit to be 
privatized is approved by the MOA. It shall be done 
within a month from the moment this law comes into 
effect.

The chairman of the Privatization Commission shall 
ensure the process of privatization in accordance with 
regulations set up by this Law, and is responsible that 
it follows procedures determined by the legislation.

Information about the composition of the Privatization 
Commission shall be published in the press of that 
region in which the unit to be privatized operates.

Article 6 Functions of the Privatization Commission

Valuate the property of the unit to be privatized 
according to Article 16 of this law, within six 
weeks from the moment the Privatization Commission 
is approved.

Prepare or organize a competition to prepare a 
privatization scheme according to Article 13 of this 
law, within two months from the moment privatization 
commission is approved, and submits it for approval to 
the Latvian Republic Ministry of Agriculture.

After approval of the scheme, the Privatization 
Commission carries out implementation activities:

1) prepare, within two weeks, a founding prospectus 
for the company according to Article 14 of this Law;

2) within cwo weeks inform staff of the enterprise to 
be privatized, milk producers cooperative associations, 
pagasts located in the zone and others about the amount 
of asset shares distributed to them and existing 
conditions;

3) prepare, within two months, the draft charter and 
other required founding documents of the company to be 
formed, according to Article 15 of this Law;

4} open an account in the bank for capital deposits
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Article 4 Functions of the administrative staff
of the unit to be privatized in the 

privatization process of this unit

The administrative staff of the unit to be privatized 
manages the operation of the unit, according to the 
normative documents, it is responsible for the 
maintenance of property and represents it when dealing 
with the state and other physical or legal persons.

The administrative staff is responsible for providing 
the Privatization Commission with the necessary 
information during privatization and to cover the 
expenditures of privatization process.

The responsibility and activity of the administrative 
staff of the unit to be privatized terminates when the 
transfer act is signed with the newly elected executive 
institution. This must be done within two weeks from 
the day the company is registered.

Article 5 Privatization Commissions, their 
composition and procedure of formation

Privatization process is organized and managed by 
Privatization Commissions acting according to this Law 
and the Republic of Latvia Law 'On the Privatization 
Commissions of State and Municipal Property 1 issued on 
March 17, 1992 Articles 7,8 and 9.

The Privatization Commission includes :

1) a MOA expert as authorized by the state; he is 
chairman of the Commission;

2) the manager of the unit to be privatized;

3} the manager of the accounting and economic 
department of the unit to be privatized;

4) a non-management representative elected at the 
meeting of employees of the unit to be privatized;

5) a representative of the local government territory 
of which is covered by the enterprise's to be 
privatized services;

6) not less than 6 representatives of the appropriate 
dairy producer cooperative associations in the area of 
plant operations, or representatives elected by pagast 
milk producers if the former have not been set up. 
Representatives are elected at a conference of the 
existing associations or milk producers meetings 
situated in the area served by the unit to be
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privatization of dairy processing enterprises;

6) within a month after submission, considers and 
approves privatization schemes ensuring their 
conformity to this law; informs privatization 
commissions about unconformities found.

Article 8 Functions of pagasts in the process of dairy 
processing enterprises privatization.

If there is no milk producers cooperative association 
in a pagast or if the territory of a pagast is not 
covered by the operations of any milk producers 
cooperative association, the board of pagasts:

1) within 15 days from the moment this law comes into 
effect ensure the nomination of pagasts representatives 
to the enterprises' privatization commissions at 
pagasts meetings of milk producers and inform the 
regional agricultural department of nominees selected;

2) within two months from the moment this law comes 
into effect ensure the establishment of pagasts milk 
producers cooperative association.

Article 9 Privatization meeting

Eligible participants in privatization meeting are:

1) natural and legal persons who, according to Article 
21 of this law, have signed for the assets of the 
enterprise to be privatized and have paid for them or 
persons authorized by them.

2) authorized representatives of those units to be 
privatized for which capital assets are reserved for 
milk supplied;

3) persons who according to privatization scheme 
retained their rights to the part of capital assets of 
the unit to be privatized or receive them without any 
compensation, or their authorized representatives;

Capital assets reserved for other units to be 
privatized for the milk supplied in the privatization 
meeting are represented by:

1) person authorized by the company, if the company is 
already established on the basis of the unit to be 
privatized;

2) person authorized by the privatization commission 
if the company is not established yet on the basis of 
the unit to be privatized.
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and organizes payment process;

5) organize signing for the assets of the company, 
according to Article 20 and 21 of this Law;

6) call the foundation meeting of the company;

The Privatization Commission terminates its activities 
when the newly established company is registered at 
the Republic of Latvia Register of Enterprises and when 
document transfer statement is signed by the 
privatization commission and executive institution of 
the company. This statement shall be signed just after 
the signing of business transfer statement.

Article 7 Functions of the Ministry of Agriculture in 
the process of dairy processing enterprises 
privatization

The Ministry of Agriculture is the institution 
responsible for the privatization of dairy processing 
enterprises and is the organizer and coordinator of 
this process.

To ensure the process for privatizing dairy processing 
enterprises, the MOA:

1) appoints, in the name of the state, a 
representative to the Privatization Commission of the 
unit. This representative is a MOA specialist. He 
serves as the chairman of the Privatization Commission;

2) within a month from the moment this law comes into 
effect in the former state dairy processing enterprises 
which according to the decisions or resolutions of 
state administrative institutions were transferred to 
other legal persons by April 15, 1992 determines the 
asset share retained by these legal persons in 
accordance with the conditions mentioned in Article 17 
point 3 of this law;

3) if necessary, within a month from the moment this 
law comes into effect prepares the justification for 
the capital assets retained by the state in the units 
to be privatized according to the capital assets 
distribution set up in Article 17 of this law and it is 
obligatory for the enterprise Privatization Commission;

•^

4) coordinates the distribution of the capital of the 
companj^>«v»to be formed ̂ mong separate units to be -—• 
privatizeoDcorresponding to the amount of mutually 
supplied Mtiilk according to the conditions mentioned in 
Articles 16 and 18 of this law;

5) considers questions of conflict connected with the
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Each participant of the meeting shall represent 
(himself or through proxies) not less than 2% of the 
basic capital of the company identified in the 
privatization scheme. Each milk producers cooperative 
association has a right to participate at the 
privatization meeting if it has signed for the capital 
assets of the unit to be privatized and has paid for 
them in the procedure determined by the privatization 
scheme. If a person has signed for more than 2% of 
capital assets, it can send proportionally more 
authorized representatives.

The meeting is competent if it is announced in district 
newspapers not less than 15 days before it takes place 
and if the representation at such announced meeting 
corresponds with the founding conditions of statutory 
company envisaged by the privatization scheme. If 
privatization scheme envisages foundation of a 
cooperative company or their association, the meeting 
is competent if not less than a half of persons 
mentioned in the first part of this Article are 
represented.

If the announced meeting is not competent due to lack 
of a capital represented, within a month another 
meeting shall be called using the same procedure, which 
is competent if not less than a half of the basic 
capital is represented. This condition does not apply 
to cooperative companies and their associations.

Privatization meeting:

1) considers the report of the Privatization 
Commission on its work;

2) discusses and approves the draft charter of the 
company to be formed prepared by the Privatization 
Commission. Decision on that issue is adopted by a 
simple majority vote according to the assets owned. 
Establishing the cooperative company or their 
association, the decision on this issue is adopted in 
the procedure determined by the Republic of Latvia law 
of August 6, 1991 "On Cooperative companies";

3) elects management institutions of the company 
according to the procedure determined by the charter 
and decides about other issues concerning operation of 
the company.

Article 10 Registration of the company

The registration of the company formed on the basis of 
privatized dairy processing enterprise is carried out 
according to the procedure determined by the Republic 
of Latvia law of November 20, 1990 "On the registration
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of state enterprises".

To register the company the following documents shall 
be submitted:

1) registration application;

2) charter signed by elected members of executive 
institutions of the company, chairman of the meeting 
and secretary;

3) list of capital assets owners;

4) a copy of the minutes of company's foundation 
meeting;

5) documents proving payments and investments 
concerning the foundation and registration of the 
company.

Article 11 Property and liabilities of the unit to be 
privatized

State enterprise ceases to exist at the moment when 
business transfer statement is signed, and its rights 
and liabilities are taken over by the company.

After the registration of the company and business 
transfer statement signing all property of the 
privatized unit to the company, except denationalized 
property and property which shall be returned to its 
legal owners, as well as dwelling houses and apartments 
which shall be taken over by the local governments and 
later privatized in accordance with a special law.

Company shall fulfil the liabilities of the privatized 
unit in the procedure determined by the Republic of 
Latvia legislation.

Article 12 Settlement of disputes

The Privatization Commission of the unit examines 
complaints on the conformity of assets distribution 
with this law, as well as questions of conflict 
connected with the privatization of the unit. If 
agreement is not reached the issues are reviewed by the 
Ministry of Agriculture. If agreement is not reached 
there, the question is considered in court after the 
request of person interested in that.
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4) conditions, procedure and payment schedule for 
assets and discounts for share purchases;

5) type, name, location, objectives of operation of 
the company to be formed, address, phone number and 
time for visitors of the Privatization commission;

6) management structure of the company to be formed, 
and the procedures of its formation;

The prospectus of the unit to be formed must be 
published in a newspaper of that region.

Article 15 Charter of the company

Charter of the company to be formed shall include the 
requirements of this law and it shall be elaborated in 
accordance with the Republic of Latvia law on the 
chosen type of company. In the charter of the company 
the following shall be envisaged:

1) that the company is an open entity for milk 
producers cooperative associations;

2) One authorized representative of the MOA shall be 
included into the Board of the company, but in joint- 
stock companies also in the council of share-holders, 
it is not obligatory for him to be the member of this 
company, but has the same rights as the members of 
these institutions;

3) that all dairy producers cooperative company, 
operating in the area served by the privatized unit 
have the right to invest in to the company the dairy 
processing enterprises owned by this cooperative 
company in the form of tangible investment within two 
years from the day the newly formed company is 
registered. In this case the basic capital of the 
company and number of asset shares shall be increased 
by the value of invested assets, granting these shares 
to the dairy producers cooperative association. Other 
forms of joining the company may be envisaged by the 
charter;

4) rights of dairy producers cooperative association 
to form the union of cooperative associations investing 
the capital shares of the privatized unit owned by the 
association. The association of the cooperative 
association becomes the member of the company;

5) possibilities for involving into the company other 
local and foreign investors or formation of various 
forms of joint ventures with them.



/////&C&P

III DOCUMENTS FOR PRIVATIZATION OF DAIRY PROCESSING
ENTERPRISES

Article 13 Privatization scheme

The privatization scheme shall include:

1) name of the unit;

2) information about its location;

3) a balance sheet of the previous operational year of 
the unit, analysis and evaluation of its economic and 
financial operations during the last three years;

4) inventory list of the enterprise including its 
determined value;

5) characteristics and justification of the chosen 
type of the company, prospective business plan and 
structure;

6} distribution of assets according to Article 17 of 
this Law;

7) regulations concerning sale of assets (dates, 
discounts, means of payment) worked out in accordance 
with Articles 18, 19 and 20 of this law;

8) list of the obligations to be transferred to the 
company to be formed according to their status at the 
moment this law comes into effect;

9) implementation dates for the privatization scheme 
and its phases.

Prepared privatization scheme is approved by the 
Ministry of Agriculture, and only the Ministry has a 
right to make amendments in the approved privatization 
scheme.

Article 14 Prospectus of the statutory company
to be formed

The prospectus of the company to be formed 
shall include the following information:

1) name and structure of the unit to be 
privatized, its capacity;

2) amount of the basic capital, number of 
asset shares and their nominal value;

3) distribution of assets;
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Article 16
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THE PROCEDURE OF THE VALUATION AND PURCHASE 

OF THE UNIT TO BE PRIVATIZED

Valuation of the unit's to be privatized 
assets and determination of company's 
basic capital

The unit to be privatized is valuated in accordance 
with the conditions determined by the Republic of 
Latvia Supreme Council resolution of April 15, 1992 "On 
the Privatization of Dairy Collecting and Processing 
Enterprises". The value of assets to be denationalized 
and returned to their legal owners according to the 
Republic of Latvia laws, as well as the value of 
dwelling houses and apartments is not included into the 
determined value of the unit.

The sum of such determined value of the unit and 
capital shares owned in other units to be privatized 
according to Article 18 of this law forms the basic 
capital of company to be formed.

Article 17 The distribution and determination of the 
basic capital

The distribution of the basic capital is a part of the 
privatization scheme and it determines which capital 
shares of the unit to be privatized may be obtained by 
various groups of persons.

The following groups of persons have the right to 
obtain the capital shares of the unit to privatized:

1) milk producers and milk and milk products suppliers 
- not less than 70% of the basic capital;

2) Employees of the units to be privatized - not more 
than 10% of the basic capital;

3) other persons, as well as for the redistribution of 
the assets of the unit to be privatized assets - not 
more than 20% of the basic capital.

Regarding those units transferred to other legal 
persons mentioned in Article 1, part 1, point 3 of this 
law, the MOA, within a month from the moment this law 
comes into effect determines the capital share to be 
retained by these persons corresponding to the assets 
these persons have invested valuated in comparative 
prices, taking into consideration the use of profit 
gained from these units during the period of time that 
the unit was managed by the above mentioned legal 
persons. The other part of the basic capital in these 
units to be privatized is distributed according to the 
conditions determined by the part 2 of this Article.
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Article 22 Use of the funds obtained

Funds obtained during the sale of the unit's 
^ha-res shall be transferred to these companies owning 
assets in the unit to be privatized corresponding to 
the amount of assets they own in the unit to be 
privatized.

Other funds obtained during the sale of asset sh>--_o 
are transferred to the special production development, 
fund of the company to be formed, which is used only 
for the reconstruction and development of company's 
production basis.

V INDIVIDUAL ASSIGNMENT OF SHARES REGAINED BY DAIRY 
COOPERATIVE ASSOCIATIONS AND GUARANTEES OF 
STABILITY FOR THE PRIVATIZATION PROCESS

Article 23 Distribution of assets regained by
dairy cooperative associations without 
any compensation

If the serving area of the unit regained by the dairy 
cooperative associations without compensation according 
to the Republic of Latvia Supreme Council resolution of 
April 15, 1992 "On the Privatization of Milk Collecting 
and Processing Enterprises" covers the operational 
zones of several pagasts dairy cooperative 
associations, then the dairy cooperative association ot 
these pagasts or the union of these associations shall 
be formed on the basis of this unit, determining asset 
distribution according to the conditions of Article 18 
of this lav;.

Article 24 Individual assignment of assets regained by 
dairy cooperative associations without 
compensation

Dairy cooperative associations on the territory of 
v/hich the dairy associations existed prior to the 
nationalization of 1940 and the former share-holders or 
they heirs have claimed for their shares in accordance 
v/ith the conditions determined by this chapter and have 
proved validity of their claims, shall grant to these 
persons v/ithout compensation the same number of shares 
they ov;ried in that dairy association before the 
nationalization of 1940. Losses caused by granting the 
shares without compensation and admitting the former 
share owners or their heir as the members of dairy 
cooperative associations, shall be covered by the 
revenues of company's activities.

Dairy cooperative associations which according with the 
mentioned resolution gained 5; t: cite dairy co.lJectiruj and 

essing enterpriser; without compensation shall
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Distribution of the basic capital 
among milk producers and milk and 
-""^ products suppliers

Article 18

ass,-_d shall be distributed among
and milk and milk products suppliers 

proportionally to the milk amount they have delivered 
for processing to the unit to be privatized during 
yearr; 1991 and 1992. The mutual milk and milk products 
deliveries (converted into conceptual milk) among units 
to be privatized are erased and the amount of basic 
capital to be reserved is determined only considering 
the difference in the amount of mutual deliveries.

7T-<5^£ ^shares of the unit to be privatized distributed 
to rnilk producers in the privatization scheme shall be^ 
divided among dairy producers cooperative associations 
according to i.ho rni ] k amount delivered by I ho producerr 
of the pagasts served by these associations.

Asset shares distributed for milk and milk products 
supplies shall be included into the value of the basic- 
capital .

Article 19 Assets to be distributed to the 
employees of the dairy processing 
enterprise

Asset distribution to employees of the unit to be 
privatized and the procedure of distribution is 
determined by the privatization commission in the 
privatization scheme.

The Privatization Commission may 
to implement the distribution.

form a subcommission

Article 20 Conditions for purchase of assets

The follov/ing discount levels for purchasing asset 
shares (stocks) may be envisaged at the privatization
scheme:

First level -- discounts up to 75% of the asset 
shares' nominal value - for milk producers cooperative 
associations which did not have milk collecting and 
initial processing enterprises transferred to them 
according to the Republic of Latvia Supreme Council 
resolution of April 15, 1992 "On the Privatization of 
Dairy collecting arid ['recessing Enterprises".
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Second level - discounts up to 50% of the asset shares' 
nominal value - for other milk producers cooperative 
associations.

Third level -- discounts up to 25% of the asset shares' 
nominal value - for the employees of the unit to be 
privatized.

Fourth level -- no discounts available - for other 
persons.

For assets purchased in excess of those 
proposed in the privatization scheme discounts are 
reduced by one step according to the part 1 of 
this Article.

In the privatization scheme the Privatization 
Commission may envisage the rights of milk 
producers cooperative associations to make 
payments for their asset shares in the period up 
to 5 years.

Article 21 Organization of the signing process

Signing for asset shares in the unit to be privatized 
shall be carried out in two phases.

The first phase of signing, as determined by 
the framework of asset shares distribution 
determined by the privatization scheme, shall be 
carried out within a month from the moment the 
prospectus of the company is published and the 
signing is announced.

The signed asset shares shall be paid off in 
the procedure determined by Article 20 of the 
Republic of Latvia law "On Stock Companies" 
irrespective of the company's type and considering 
th<; discounts determined by the approved 
privatization scheme. The signed asset shares may 
be paid off by using privatization certificates.

Asset shares not signed for during the first 
phase are offered to other subscribers of the same 
group during the second stage. The second phase 
shall not exceed one month.

Asset shares not signed for during the first two phases 
are retained by the state, and after the company begins 
its operation shall be sold according to the procedure 
determined in the company's charter in such amount that 
state does not keep more asset shares than it is 
envisaged by the privatization scheme.
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individually assign the corresponding part of asset 
shares in two phases:

1) according to the situation on 01.01.94. 
individually assign a half of the state property assets 
transferred to the company without compensation. It is 
done by adding the mentioned asset value to the basic 
capital of the company and correspondingly increasing 
the number of shares or their nominal value. Basic 
capital shall include also those shares which are 
obtained after the formation of the company (its 
reestablishing) for milk produced according to the 
charter of the company, as well as those shares granted 
to the former members of dairy associations or their 
heir;

2) according to the situation on January 1, 1995 
individually assigns the other part of state asset 
value transferred to the company without compensation 
in the procedure envisaged for the first phase of 
assignment.

State property transferred to the cooperative society 
without compensation cannot be expropriated during the 
period that assets are not individually assigned. In 
case the company is liquidated, whether voluntarily or 
involuntarily, state property previously transferred to 
the statutory company without compensation, or assets 
which have not been individually assigned, must be 
returned to the state.

Article 25 Guarantees for stability of the 
privatization process

If the company founded on the basis of the unit to 
be privatized in accordance with this law and the 
resolution mentioned in this chapter or the company 
which has received state dairy collecting and 
processing enterprise without compensation,terminates 
its activities during the first three years of business 
activities, provide to the state the first option to 
purchase, compensating the members of the company only 
to the extent of their invested capital.

Chairman,
Republic of Latvia
Supreme Council

Secretary, 
Republic of Latvia 
Supreme Council

Riga January 19, 1993



The Republic of Latvia Supreme Council
RESOLUTION

On the procedure in which the Republic of Latvia Law
"On the Privatization of State Dairy Processing

Enterprises" comes into effect

The Republic of Latvia Supreme Council decides: 

To. str><-<=> tin at:

1. The Republic of Latvia Lav,/ "On the Privatization of 
State Dairy Processing Enterprises" comes into effect 
on February 1, 1993.

2. Within two weeks from the moment this law comes 
into effect the Republic of Latvia Council of Ministers 
shall cancel all thor;e decisions and reso.1 ut ions of 
state administrative institutions according to which 
state dairy processing enterprises were transferred to 
other legal persons as of April 15, 1993.

3. V/ithin two weeks from the moment this law comes 
into effect the Republic of Latvia Ministry of 
Agriculture in accordance with the conditions 
determined by this lav; shall make a list of units to be 
privatized and shall regularly update this list.

4. To establish that from the moment the Republic of 
Latvia law "On the Privatization of Dairy Processing 
Enterprises" comes into effect the units to be 
privatized mentioned in the t'^^ part- ~ c chapter 1, 
Article 1 and their assets ara; .u-t-±-«ncn &*• -only by the 
procedure determined by this law-.

5. The Republic of Latvia State Iflspecc-j-wu shall 
•,. c 'ip&ir-vise the f ul f i 1 TT\O--*- o£ .Articles 2, 3 and 4 of this 
i^solution.

The Republic of Latvia 
Supreme Council Chairman

The Republic of Latvia 
Supreme Council Secretary

Riga January 19, 1993
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THE REPUBLIC OF LATVIA LAW

On the Republic of Latvia Grain Reserve Fund 

CHAPTER 1 GENERAL REGULATIONS 

Article 1

This law determines basic economic and legal regulations for the Republic of Latvia 
Grain reserve fund's establishment, storage and use, in order to meet the demand of 
the Republic of Latvia's residents for flour products independently from the total 
annual harvest in the country.

Article 2

The Republic of Latvia Grain reserve fund consists of a human consumption grain 
reserve fund, and grain-crops seeds reserve fund.

Article 3

The volume of the human consumption grain reserve fund shall be 300 thousand tons 
of grain, including rye - 140 tliousandtpns, wheat - 100 thousand tons, barley - 30 
thousand tons, and oat - 30 thotisandtonsT"

Article 4

The volume of the grain-crops seeds reserve fund shall be 5 thousand tons.

CHAPTER! THE PROCEDURE OF THE REPUBLIC OF
LATVIA GRAIN RESERVE FUND FORMATION

Article 6

The grain reserve fund is formed by purchasing grain on a contract basos from all 
agricultural goods producers.

Article 7

The structure of the grain-crops seeds reserve fund is determined by the Republic of 
Latvia Ministry of Agriculture.

Article 8

The expenses of the Republic of Latvia grain reserve formation are covered from the 
Republic of Latvia state budget.



Article 9

State administrative institutions, in the procedure determined by the Republic of 
Latvia Council of Ministers, provide the organizations, direct compilers of Grain 
reserve fund, with the appropriate amount of exchange goods necessary for Grain 
reserve fund's formation, if grain is purchased out of the state.

CHAPTER 3 Tl IE REPUBLIC OF LATVIA GRAIN RESERVE 
FUND'S STORAGE AND USE

Article 10

Storage of the Republic of Latvia Grain reserve fund is ensured by the Republic of 
Latvia Ministry of Agriculture.

Article I I

The human consumption grain reserve fund may be used only with the permission of 
the Republic of Latvia Council of Ministers.

Article 12

The grain-crops seeds reserve fund may be used with the permission of the Republic 
of Latvia Council of Ministers or its authorized institution.

Chairman, Supreme Council 
Republic of Latvia

Secretary, Supreme Council 
Republic of Latvia

Riga,_____1991



EXCERPT

from the minutes of the Republic of Latvia Government meeting 

Riga Mr 21 May 8, 1991

Paragraph 8

On Measures Necessary to Ensure the Implementation of a National Program on 
Grain Production

1. To approve the submitted draft decision.

A.Kalnins, D.Gegers, J.Aboltins, E.Silins and R.Makare, by May 16 of this year, 
shall complete the development of a draft decision, taking into consideration 
comments, proposals and instructions mentioned at the meeting. To determine that 
the Ministry of Agriculture is responsible for the implementation of the program. To 
anticipate that the volume of work mentioned in Appendix 1 is determined as control 
calculations, but resources for its implementation shall be specified every year. In 
Article 6, to project the amount of lime materials necessary to cover the volume of 
orders. Specified in Articles 8 and 9.

2. To accept the submitted draft law "On the National Grain 
Strike Article 9.

serve Fund".

Submit the draft law to the Supreme Council of the Republic of Latvia.

3. //This article gives directions to the Ministry of Trade on the distribution of cars to 
grain producers. It does not apply to current circumstances.//

4. The Academy of Sciences together with the Ministry of Agriculture, by July 10 of 
this year, shall prepare and submit to the Council of Ministers proposals on the 
possible replacement of imported chemicals for plant protection with the ones 
produced in Latvia.

Deputy Chairman, Council of Ministers 
Republic of Latvia

Minister of State, 
Republic of Latvia



Draft 
22/2/93

THE REPUBLIC OF LATVIA LAW 

On Latvia's Grain Market and Stale Grain Reserve 

Terms used in the law: 

Grain - the interpretation of grain and grain products in this law.

Latvia's grain market - the entire range of relations among independent grain 
producers, cattle-breeding products producers, grain keepers and processors, bread 
producers and sellers, as well us consumers serving as independent economic units,

State grain consumption and production balance-sheet - the document which 
indicates the needs of various consumers for grain, including grain for human 
consumption, showing the structure, quality, and amount of this demand, and sources 
of its fulfilment, including grain import, as well as volume of grain production, its 
structure, quality, and use of grain, including export.

CHAPTER I GENERAL REGULATIONS 

Article I. Objectives of the Law

The objective of this law is to create preconditions for the establishment of Latvia's 
grain market and its operational capacity, promoting its fulfilment with Latvian 
domestic grain.

Article 2. Latvia's Grain Market and State Influence on It

2.1 Independent entrepreneurial organizations in Latvia's grain market, 
established on the basis of different forms of property and acting as independent 
economic units, are freely operating.

2.2 The role of the state in grain market regulation is to carry out activities for 
domestic grain market stabilization by using economic methods, and in the long run, 
to ensure the conformity between grain supply and demand.

2.3 The state influences the grain market by using the state grain reserve, state 
conlrol over foreign trade (through the mediator institutions envisaged by the law and 
within the competence determined by them), ns well us granting target subsidies, if 
necessary.



CHAFTER 2 INSTITUTIONS FOR LATVIA'S GRAIN MARKET 
REGULATION

Article 3. The Functions of the Republic of Latvia's Administrative 
Institutions in Latvia's Grain Market Regulation

3.1 The Republic of Latvia Supreme Council:

- annually determines the volume of Latvia's grain reserve, taking into 
account state budget possibilities to finance its purchase and storage;

- corresponding to state budget opportunities, if necessary, grants resources 
for the implementation of grain production target programs in the form of 
subsidies, credit discounts or otherwise.

3.2 The Republic of Latvia Council of Ministers:

- annually, by November I, approves a year's balance-sheet of Latvia's grain 
production and consumption, including the permissible volume of foreign 
trade, as well as the minimal level of grain sale prices. Amendments to these 
documents may be made by the Council of Ministers according to the 
recommendation of Latvia State "Labibas Birojs";

- At the recommendation of Latvia State"Labibas Birojs", approves import 
and export customs taxes for grain on a quarterly basis.

3.3 The Republic of Latvia Ministry of Agriculture:

- develops Latvia's grain policy within the framework of general stale 
agrarian policy;

- prepares proposals for grain production target programs;

- establishes Latvia State "Labibas Birojs";

- approves regulations for foreign trade competition.

Article 4. Latvia State "Labibas Birojs" and Its Functions in Influencing 
•Latvia'sGrain Market

4.1 Latvia Stale "Labibas Birojs" is a non-profit state organization subordinated to 
the Ministry of Agriculture, which in accordance with this law and other legislative 
acts of the Republic of Latvia, implements grain policy determined by the state, and 
on behalf nf the stale operates with Ihe state grain reserve, ensuring the high quality 
of routine turnover and maintenance.



4.2 The main objectives of Latvia State "Labibas Birojs" are:

1) to determine Latvia's demand for grain and its opportunities for fulfilment 
by using domestic grain for current and future periods;

2) to analyze and forecast the formntion of Latvia's grain market prices, to 
determine the expenses needed for purchase and storage of the state grain reserve and 
to prepare recommendations to determine the level of these prices;

3) to regulate foreign trade in grain according to the procedure determined by 
the Republic of Latvia administrative institutions;

4) to manage the state grain reserve according to the procedure determined by 
the Republic of Latvia administrative institutions;

5) state grain inspection;

6) Latvia Slate "Labibas Birojs" may be in charge of other functions as 
specified by the Council of Ministers or in the procedure determined by it.

Article 5. Latvia State "Labibas Birojs" Administration

5.1 Latvia State "Labibas Birojs" is directed by the "Labibas Birojs" Council and the 
management appointed by it.

5.2 The "Labibas Birojs" Council consists of the Ministry of Agriculture's 
representatives and one representative from Ministry of Finance, Ministry of Defense, 
Latvian Farmers' association, Latvian Consumers' associations union, Latvian bread 
producers, Latvian Independent Trade Union association, as well as from the director 
of Latvia Stale "Labibas Birojs", appointed by the Ministry of Agriculture.

After the representatives of the above mentioned organizations are nominated, the 
Council is approved by the Ministry of Agriculture.

5.3 The Council is responsible for:

- compiling the annual balance-sheet of grain production and consumption, . 
and submitting it for approval to the Council of Ministers;

- the control of state budget resources allotted for the formation of the state 
grain reserve and its storage;

- making decisions on the state grain reserve's sale and purchase in the 
procedure determined by the Republic of Latvia administrative institutions;

- foreign trade quota distribution;

- (he supervision of the economic activities of "Labibas birojs" - approval of 
the report and business plan, including "Labibas birojs" management budget;



- the approval of the "Labibas birojs" management staff - at the 
recommendation of the director, as well as determining of salaries within the 
framework of the adopted management budget of the "Latvijas Birojs".

5.4 "Labibas Birojs" management

1) The activities of "Labibas Birojs" are managed by its director and the 
director's deputies. The number of deputies and their responsibilities is determined 
by the Council. The director of "Labibas Birojs" is also the supervisor of the 
"Labibas Birojs" state owned share.

2) "Labibas Birojs" management is responsible for the fulfilment of all other 
"Labibas Birojs" functions which are not the responsibility of "Labibas Birojs" 
Council.

Article 6. The Material Base of Latvia Slate "Labibas Birojs"

6.1 The expanses of Latvia State "Labibas Birojs" are completely covered by its 
income.

6.2. The income of Latvia State "Labibas Birojs" consists of:

- state budget assignments;
- out of budget resources.

CMAPTHR 3 STATIj QRA1N B.ALANC]i^ND_rORE!GN 
TRADE

Article 7. State Grain Consumption and Production Balance

The state grain production and consumption balance-sheet is annually prepared by 
Latvia Stale "Labibas Birojs" by October I; by November I it is approved by the 
Council of Ministers, concurrently determining the volume of grain import and 
export, as well as the minimal price level for grain sale guaranteed by the state.

Article 8. Organization of Foreign Trade in Grain

8.1 Grain may be imported and exported only with the permission of Latvia State 
"Labibas Birojs", within the framework of the grain consumption and production 
balance approved by the Council of Ministers. If the amount of grain to be sold 
exceeds I,(MM) tons, then a competition to obtain the rights for foreign trade shall be 
organized in accordance with the regulations approved by the Ministry of Agriculture.

8.2 If, in a year's time, the volume of foreign trade exceeds the import-export 
volume approved by the Council of Ministers, Latvia Slate "Labibas Birojs" shall 
introduce the question on Ihe amendments to the foreign trade volume.



Article 9. Protection of the Domestic Grain Market and Price 
Regulation

9.1 In foreign trade, only certificated grain import and export is allowed. 
Certificates shall identify the chemical and biological quality of the grain.

9.2 Grain and its products in foreign trade are taxed with import and export 
duties, in that way promoting the consumption and production balance. Customs 
tariffs are approved by the Council of Ministers once in a quarter following the 
proposal of Latvia State "Labibas Birojs" and Customs Tariffs Council.

9.3 Grain brought to the state for processing on the basis of concluded contracts is 
not taxed with import and export duties.

9.4 50% of resources obtained from import and export duties are Used to cover the 
expenses of the state grain reserve's replenishment and storage.

CJLAPTER4 TME STATE GRAIN RESERVE 

Article 10. Formation of the State Grain Reserve

10.1 The state grain reserve is formed to guarantee the permanent fulfilment of 
consumers' demand for grain, as well as to regulate the state grain market. The 
volume of (he slate grain reserve is annually determined by the Republic of Latvia 
Supreme Council.

10.2 Grain and grain products forming the stale grain reserve is the property of the 
stale. The purchase and storage of the slate grain reserve is financed by Ihe state 
budget. The volume of financing is determined by the Republic of Latvia Supreme 
Council during the approval of the state budget for a recurrent year.

10.3 Latvia State "Labibas Birojs" manages the slate grain reserve in accordance 
with the procedure determined by this law and other legal acts.

Article 11. The Use of the Stale Grain Reserve

11.1 The state grain reserve is mainly used for the stabilization of the domestic • 
grain market.

Latvia State "Labibas Birojs" may decide to sell from the state grain reserve, if 
necessary, but not exceeding 30% of the reserve's volume and for prices that ensure 
the renewing of the reserve at least in half a year's time.

Within the framework of its resources, Latvia Slate "Labibns Birojs" may additionally 
purchase grain in the domestic market, but not exceeding 30% of the reserve's total 
volume and for prices that ensure the sale of this grain without any losses in half a 
year's time after the grain is purchased.



Any deviation from the above mentioned regulations is allowed only with the Council 
of Ministers' permission.

11.2 The state grain reserve may be used in other cases as well, If so determined by 
the Council of Ministers resolution.



T.-anl. March 21,1993 LAW

REPUBLIC OF LATVIA

"ON STATE AND MUNICIPAL PROPERTY 
PRIVATISATION FUNDS"

This law further determines the order how slate and municipal properly privatisation 
funds ( further Privatisation funds) must be formed and how their financing should 
accumulate and how these funds shall be managed and used.

The use and accumulation of the Privatisation fund that has been formed as a result of 
privatising slate and municipality owned residential houses is staled in other 
normative bills of Latvia.

The use and accumulation of the Privatisation fund thai has been formed as a result of 
privatising agricultural and fishing collective farms is staled by the Law of LR "On 
Privatisation of Agricultural llntcrpriscs and Collective Fisheries " (Utillctin of the 
Supreme Council and Council of Ministers, 1991, Nr 31/32.)

Terms used in the law:
The Stale property Privatisation fund is a nonbudgct fund formed by the Council of 
Ministers, where monetary amounts gained during Ihc process of privatisation are 
tiansfcrred according to the procedure and order stipulated by this law. The manager 
of the Privatisation fund uses the assets according to the order specified by this law. 
The Municipal Privatisation fund is formed by the municipality and is a nonbudgcl 
fund where the assets gained during Privatisation of state and municipal property, 
located on the respective municipality territory are transferred according to the order 
and procedure stipulated by this law. The manager of the privatisation fund uses the 
fund according to the order specified by laws of Latvia.

Programme for the use of the Privatisation fund is determined by the economic 
efficiency and data on specific project costs, terms, and conditions of their 
implementation specified in this law.

Private entrepreneur is a natural or legal entity , or group of such persons, Ihal does 
not have stale or municipal capital involved for carrying out entrepreneurial activities.

Private entrepreneurial activities arc activities carried out by a private entrepreneur. 

Article I. Approval of Privatisation fund programmes and reports.

1. The programme and report for use of the Stale Privatisation fund specified by the 
Council of Ministers must be approved by the Supreme Council.

2. The programme and report for use of the municipal Privatisation fund must be 
approved by the highest authority of municipality.



Article 2. Sources of Privatisation fund financing.

1. The Privatisation fund is formed from Ihc money gained as a result of the 
Privatisation of state and municipal property.

2. The Slate properly Privatisation fund is formed by:

1) returns gained from the sale or lease with priority rights to purchase stale property 
( enterprises, its branches, representing offices) movable and immovable assets, sale 
of the working capita! or interest rales gained from money lent lo private 
entrepreneurs, as well as slate asset share ( slocks, shares) sale (90 % of returns);
2) returns gained from the sale of municipal property ( enterprises, its branches, 
representing offices) and municipality owned asset shares (stocks, shares) sale ( 20 % 
of returns);
3) all other income that has been gained during the privatisation process of stale 
property (income from auctions etc.);
4) investments for special programmes and other payments that are made according to 
Ihe laws of Latvia.

3. The municipal Privatisation fund is formed by returns gained during the 
privatisation process, except returns, that has to be transferred to the stale properly 
privatisation fund, as well as 5 % from the privatisation of the slate enterprises on 
Ihe territory of respective municipality, but in cities of the republic ( all major cities 
approx. 25 in Latvia), except Riga, 10 % from privatisation of stale enterprises on 
Ihe territory of the respective city.

Article 3. Use oftlic Privatisation fund.

1. The returns of the slate (municipal) property Privatisation fund are used:

1) lo create special promotion programmes for production of specific products 
or services of private entrepreneurs;
2) lo promote (credit) services meant for private entrepreneurs;
3) to secure the process of dcmonopolisation and saltation (process of recovery fur 
liMiikrupl enterprises);
4) for remuneration of the stale (municipal) Privatisation fund, invilcd experts 
and authors of the implemented privatisation projects;
5) for securing legal, organizational and informative ground for the state 
(municipal) properly privatisation process;
6) for remuneration of stale (municipal) teprcscnlalives in private companies;
7) for education of persons unemployed as a result of privatisation.

2. The Supreme Council of Latvia approving the use programme of the Privatisation 
fund, can specify the amount of money used for other programmes.

3. The money of the Privatisation fund cannot be transferred to Ihc stale (municipal) 
budget.



Article 4. Manager of the Privatisation fund.

1. The manager of the Privatisation fund is the Ministry of Economic Reforms, Iheir 
responsibilities include:

1) to develop the programme for use of the Privatisation fund, taking into 
account proposals by entrepreneurs and their unions, and proposals from ministries, 
as well as other proposals;

2) to be responsible for the use of Ihe Privatisation fund according to this law 
and the programme approved by the supreme council;

3) to control and analyze the effectiveness of the use of the Privatisation fund.

2. The manager of the municipal Privatisation fund is appointed by Ihe respective 
municipality.
3. The activities of the Privatisation fund manager are determined by regulations 
approved by the Council of Ministers for the slate Privatisation fund and regulations 
for the municipal properly Privatisation fund - by the municipal authority.

Article 5. The order of withdrawing money from the Privatisation fund.

The manager performs any payments from the slate (municipal) Privatisation fund 
according lo the order approved by Ihe Council of Minislers (municipality) and within 
the framework of programmes approved by the Supreme Council (municipality).

Article 6. The openness, control nnd supervision of the Privatisation fund.

1. The programme for Ihe usage of the slate properly Privatisation fund and annual 
report on income and expenses must be published in the newspaper appointed by the 
Council of Ministers.
2. The annual report of the municipality Privatisation fund must be sent to the 
Ministry of Economic Reforms and published in a newspaper appointed by the 
municipality.
3. Control over the appropriate payments into the Privatisation funds, as well as for 
use and allocation of fund resources must be secured by Ihe Main Stale Financial 
Inspection wilhin its authority.
4. General supervision over the Privatisation fund activities are carried out by 
administrative system in general order.

Article 7. Closing the Privatisation fund.

\. Stale property Privatisation fund is closed by the Council of Ministers.
2. The municipal property Privatisation fund is closed by the respective municipality.
3.Thc amounts that are not used by closing down the Privatisation fund are 
transferred lo the slate or municipal budget if the Supreme Council or the respective 
municipality have not slated otherwise.



Article 8. Liability for violating the law.

1. Persons responsible for violating Ihe law must answer before the law.
2. The returns that, according to the procedure and order of the law musl be 
transferred to the Privatisation fund, bul have not been transferred, arc levied by the 
Main Slate Finance Inspectorate in threefold amount in nondispulable order.

Chairman of the Supreme Council A.Goi bunovs 
Secretary of the Supreme Council I.DaudiSs



haw of the Republic of! Latvia

O\\ Llio I i .iiujf ontttit i.on of: state end state-owned enterprise; into
charter companies

Terms uaed in tlie law

A charter company i.s a joint stock company, company with limilod 
I iabi.l i l.y or n share company.
A state r:hnr tor company is a charter company, in which nil of thr> 
' vip i i-..-i I (r:l < >r;k , :-.harnn ) ore owned by tlio otate.

Article !t 
General 'J'eritis

Paragraph 1. Operation of the law 

Tlii:; luw (J»l..oi:ininer5 the order in which:

1) i.ho ntote and otate owned enterprises moy be 
trr-iur;formed into state (state-owned) charter companies;

2 ) rji-.-ii o ntock compariien to be privatized;

3) :-,i nto mid r.tate-owned enterprioes to be privnt.i7.ptI, 
transforming them into charter companies.

Art j.c.| or? n;j; and IV do not apply to state charter companies, 
rstate and state-owned enterprises, which are privatized not in 
'•.uvjord.-ni' 1 " v/\ th the l.nw oli tlie Rcpviblic oC I.ntvi.fi rlntocl :I.G .huin 
\'}'}2 c-ni-i i I orl "Ahonl- the Order J!or Pt:ivat.i7.inci Statn and Stnl'«v- 
f)v;nr.fj I'rtipori-.y", but in accordance with other lawn of. I h ( ? 
Hcpubli.e ol. l.iatvia".

l'arac|rapl\ 7. . The Division and/ox' Consolidation ol; l.: '.nterpri r.os 
v;liicii may be Transformed

In ploco of one enterprise, two or more charter companies 
may be Conned. More than one enterprise may be joined into one? 
charter company, if! it does not conflict with the laws oC the 
Ke-pub] i r- of I.rjtvi. a.

Paraqraph 3. The Rights and Relationships of the Enterprise to 
bo Tram; I unnc-d

The rights, obligations and relationships of the enterprise 
to be transformed are completely transferred to the newly-creni ^d 
charter company (companies).

Paragraph A . State (state-owned) Property within Chnrl.'?r 
Compani riri

(Typo) si. ate (state-owned) cliarter company cap.iLnl shfires ni. o 
r-old to fjhysjcal or legal persons, those are state (ptate-o i \! ned)



property. •

Article II
The Transformation of State and State-Owned Enterprises 

State (state-owned) Charter Company
.1 n t o

Paragraph 5. The Decision Regarding State (state-owned) 
Enterprise Transformation

The decision regarding the transformation of nt-nto 
enterpriser, within one or more state charter companies in mnde by 
the inin.ir3l-.ry. (committee) which oversees the enterprise to IT 
transformed. It aino confirms the charter company'n charter uid 
elects the governing institutions.

The decision regarding state-owned enterprise transformation 
into one or more state-owned charter companies is made by 
regional, city, city-region or pagast committee which oversee I he 
state-owned enterprise to be transformed. It also confirm?; I h" 
charter company's charter and elects the governing institution::-..

The functions within the general meeting o£ the slat- e 
(state- owned) charter 'company participants (shareholders) are 
fulfilled by the person having a proxy (representative) , who ir. 
elected in accordance with the 10 June 1991 law of the Republic: 
of Latvia "About State and State-owned Property within Enterpr.ii-r 
Companies".

A st'ote (state-owned) share company may choose not to form a 
committee. In this case, the functions of the commit tc?s arc 
fulfiller! by a person who fulfills the functions of the general 
meeting.

The decision by the ministry (committee) or stntp-ownr'd 
institution reqnrd.ing the transformation of state (state-owned) 
charter companies may be published in the press.

Paragraph G. The? Determination of 
Institution Founding Capital (charter fund)

State [state-owned]

In transforming a state or state-owned enterprise to a r-i/.-itc 
[ntate-owiied) charter company, the size of the founding capital 
[charter Lund) is determined by:

1) y calculation of the state or state-owned cutei.pri r=e 
(assets). This includes:
- foundation funds valued by the existing balance;
- liquid ansetr; valued at the.ir actual purchase! price;
- l.li'.- valuta of unfinished construction and materials;
-cash
- funds loaned to others;

2) funds, which must be paid back to creditors, in addition 
to long and short-term loans, are subtracted from the asr-el ;- 
obtained.The founding capital charter fund) may be 
del r>rm i ned jn accordance with the .1.0 June 199!. law of I h--- 
Uopublirj of Latvia "About State and State-owned Properly- t" 
be Privatized (enterprise) and the Order for Dete.rmin.iiui I he



Value of its Property".The total nominal value of the 
capital shares must reflect the size of the founding capital 
(charter fund) .

Paragraph 7. The Application of the Laws of the Republic ol 
Latvia Kogardincj "Joint Stock Companies", "Companies with Limi I rd 
Liability", and "Share Companies"

• Tlir: following parts of- the 5 December 1990 Law of the 
Republic of Latvia on Joint-Stock Companies, in addition to any 
other parts of the law which are in conflict with this lav;, dn 
not' apply to state arid state-owned joint stock coinpnnier-: 
paragraphs 10-15, the third point of the first part and l.ho 
second port oC Paragraph 16, paragraphs 17-22, the first part of." 
paragraph 23, paragraphs 24-33, paragrapli 44, paragraph 48, I ho 
second part of paragraph 52, paragraph 63, and the fourth part o[ 
paragraph 73. ' ,

The following parts of the 23 January 199.1. Law of I ho 
Republic of Latvia "On Companies with Limited Liability", in 
addition to any parts of the Law which are in conflict with this 
lav/, do not apply to state and state-owned companies w<Hi limilrd 
liability: paragraphs 9-12, the second part of paragraph .13, 
paragraphs ]4-17, 19 and 20, and the second part of paragraph ?.\ .

Paragraph 0. The Registration of State (state-owned) rhnNor 
Compani 03

Thr- following accompanies the registration application:
1) state (state-owned) charter company chartc*.; '

2) ministry (committee) or state-owned institution decision 
regarding state (state-owned) enterprise
transformation into state (state-owned) charter company. 
Licenses, granted to the operations of State (state-own™!) 
enterprises, are valid also for the operations of .".I nl r 
(state-owned) charter companier..

Article :i:a

Paragrapli 9. The Basis for Privatizing State (state -ownrd) 
Charter Companies

The privatization of state (state-owned) charter companies 
can occur only in accordance with the law, which has been par.r-od 
reflecting the 16 June 1992 law "On the Order of Privati 7.inu 
State and State-owned Enterprises.

Paragraph 10. Stato (state-owned) Charter Fund Valuation

Those state (state-owned) charter companies that mny hp 
'privatized can be valuated only in accordance with the 1.0 June 
1992 law "On the Order of Privatizing State and Stato-ov/nrd 
Enterprises and their Property".' I



Paragraph 13. The Sale of the Capital Shares of State (state- 
owned) Charter Companies

Prior to the sale of state (state-owned) capital shares to 
other physical or legal persons, the ministry (committee) 01 
ntateowiipd board detormiries the order of! tho nale in 
wilh I IIP iM.'ifu-fl pri vril. i r.nt ion J.nw nnd no.ton pirlco. 
a I ru> Iv ::r>|rl in t.lm r'-l ock nxchamio or by opening bidn

accordant 1 "
F.hnron in.-iy 
on hhnn.

Paragraph 12 
Institution:;

The Status of, and Change in, the Governimi

Upon I IIP nn.le of. tho capital nhnres, which havo bf^n 
confirmed according to the privatization laws, to other pliyni.cn I 
or legal persons, the board of directors of the state (state- 
ovmed) charter company summons a meeting of the new owners of the 
capital shares to Conn the new governing institution and to 
resolve oHior questions in accordance with the relevant laws o(' 
the Republic of Latvia regarding charter companies. The Stnl.o 
(state-owned) charter company loses its status as a state (stat.e- 
owned) charter company at the moment when the changes are 
registered in the Enterprise Register of the Republic of Latvia, 
and operates in accordance with the relevant laws of the Repubtic 
of Latvia on charter companies.

The state (state-owned) charter company, following the 
merging with another company, loses its status, except in a en so 
where two or more state (state-owned) charter companies ar^ 
merged. The Council of Ministers oE the Republic of Latvia, or 
relevant ni.ate- owned, determines who will govern the state 
(state-owned) property in the joint charter company.

Paragraph .1.3. The Application of the laws Oic the Republic of 
Latvia "On Joint-Stock Companies", "On Companies with Limited 
Liability", and "On Shareholding Companies"

i 
In privatizing state and state-owned joint stock companies

in accordance with the provisions in Article III of this law, the 
following provisions of the 5 December 1990 law "On Joint Stork 
Companies" applies: paragraph 17, the first, second and fourth 
parts of paragraph 10, paragraph 20, except for the second part, 
the first part of paragraph 32, paragraph 44 and 48, the second 
part of paragraph 52, paragraph 63, and the fourth part of 
paragrapli '73 . .

In privatizing state and state-owned companies with limited 
liability in accordance with Article III of this law, paragraph 
12 of tho 23 January 1991 law "On Companies with Limited 
Liability" applies.

In Privatizing state and state-owned share companies in 
accordance with Article III of this law, paragraphs 14-19 of tho 
23' April 1991 law "On Shareholding Companies" applies.

Article IV 
The Privat.i.zation of State and State-owned Enterprises: tho their



Transformation into Charter Companies 

Paragraph 1/1 . The Basis for Transformation

Statf? or state-owned enterprises are transformed into n 
charter company (companies) in accordance with the privatization 
law which lion been passed regarding the 16 June 1992 law "On the 
Order of VuJ.ua ting State and State-owned Enterprises L.o ho 
Privatized" .

Paragraph .15. The Valuation of Enterprises to be Transformed

The enterprise to be transformed is valuated in accordance 
with the 10 June 1992 law "On the Order of Valuating the Property 
of State and State-owned Enterprises".

Paragraph 16. The Application of the laws of the Republic of 
Latvia "On Joint Stock Companies", "On Companies with Limited 
Liability" and "On Shareholding Companies"

The following provisions of the 5 December 1990 law of the 
Republic of Latvia "On Joint Stock Companies" do not apply to 
Joint stock companies formed in accordance with the provisions oC 
Article IV of this law: paragraphs 10-15, point 3 of part one of: 
paragraph 1G, the third, f!i£th and sixth parts oC paragraph J.H, 
paragraph 19, the second part of paragraph 10, 'paragraphs 2] and 
22, the first part of paragraph 23, paragraphs 24-31, the second 
part of paragraph 32 and paragraph 33. Other paragraphs not in 
conflict witli this law apply.

The following provisions of the 23 January 1991 law of Mir 
Republic of Latvia "On Companies with Limited Liability" do not. 
apply to <:omp.-iiiics with limited Liability formed in accordance 
with the provisions of Article IV of this law: paragraphs 9-1 I, 
the second part of paragraph 13, paragraphs 14-17, 19, 20, and 
the second port of: paragraph 21 . Other paragraphs not in 
conflict with this law apply.

Parn<|ivi|.>1ir; 10-12 of the 23 April .1.991 Republic of Latvia law 
"On Sharr.'lio.l ding Companies" do not apply to shareholdi mi 
companies formed in accordance with Article IV of this law.

Paragraph J7. The Decision Concerning the Transformation 
State (state-owned) Enterprises into Charter Companies

of

The min.ir;try (committee) under whose governance the stain
(state-ownod) enterprise is, or regional, city, city region,
pagant committee, under whose governance the state-owned
enterprise to be transformed is, makes a decision regarding state
(state-owned) enterprise transformation into a charter company .in
accordance with the passed privatization law and fulfills '.lie
functions of the relevant charter company founders.

Paragraph .1.8 . 
Ownership

The Sale of Capital Shares and the Transfer of:



The capital shares can be sold in accordance with I". IIP 
divini on of nharoo otipulated in Uho pan.sod privatization 
project.

The ti.mnfiOL" (signing over) oC oharea is organized in tho 
MI tli-i: ul i pu I .-i I fit in t.| ic [nrojoc't.

If, as a result of a transfer, the buyers have not claimed 
all of the capital shares stipulated in the privatization 
project, the following may be determined:

i,/

1) the transfer may be annulled and the selling price can be 
lowered;

2) the amount of the capital shares of the state (state- 
owned) may be increased, while limiting or not limiting the 
number of votes for the capital shares of the state;

If, as a result of the transformation, the buyers have claimed 
more than the share o£ capital shares stipulated. in the 
privatization project, the institution, which has accepted the 
privatization project, may determine the following:

1) to decrease the size of the capital shares remaining to 
the stnte (state-owned) ;

2) to decrease the proportional size of each of. the buyer's 
capital shares;

I

3} increase the amount of the foundation fund, if the income 
from the purchase surpasses the price determined by the 
enterprise.

The capital shares designated for sale to employees of the 
state (state-owned) enterprise may not exceed 20 percent. If the 
shares of the employees are not voting shares, the capital shares 
designated Cor sale to the employees may exceed 20 percent. 
Total discounts may not exceed the amounts stipulated in the laws 
of the Republic of Latvia and those stipulated by the accepted 
privatization project.

Paragraph 19. The Order for Calling for a Shareholder's General 
Meeting

Mo later than two months following the transfer of shares, 
the ministry (committee) or* state-owned board cai.ls for a 
shareholder's general meeting. The shareholders must pay the 
amount designated in the accepted privatization project.

The general meeting of the shareholders, in accordance with 
the relevant law o£ the Republic of Latvia governing the 
particular form of charter company, makes decisions concernino 
confirmation of the statutes, the formation of company 
institutions, as well as other questions within the competence of 
the'shareholders.

Paragraph 20. The Registration of the Charter Company



The charter company is registered in the Enterprise, Register oC 
the Repub.l ic of. Latvia. The following must accompany a registry 
application:

1) the charter oE the charter company;
2) the pronpectua of the charter company, if one exists;
3) r'i protocol ol; the meeting of the shareholders.
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RESOLUTION OF THE SUPREME COUNCIL 
REPUBLIC OF LATVIA

On the order the Republic of Latvia Law 
" On amendments in Law "On State Enterprises" 
("Par valsts uznemumu" )from December 12.1990 

takes effect.

The Sureme Council of the Republic of Latvia resolves:
1. To establish that directors of state enterprises

( general directors, managers ) and employees who 
supervises other employees and employees who have the right 
to manage finances until August 15,1992 have to resign from 
their position in other firms (except state firms) who have 
contracts or other liabilities with the respective state 
enterprise and to expropriate their share in that enterprise 
or they have to resign from their position in state 
enterprise.
2. To require the Council of Ministers of the Republic of 
Latvia :
1) until August 1,1992 expropriate to ministries or 
committees the enterprises that were supervised by the 
Council of Ministers;
2) until August 15,1992 elaborate the regulations of payment 
and incentives for the directors ( general directors, 
managers ) of the enterprises and payment regulations for 
other state enterprise employees;
3) until August 15,1992 elaborate and confirm regulations on 
state enterprise audit and remuneration of the audit 
commission;
4) until September 1, 1992 elaborate and adopt Regulations 
on order of registering state immovable property lease 
contracts;
5) until October 1,1992 adopt the order how state 
enterprises have to submit reports on their activities;
6) until September 1, 1992 submit to the Supreme Council 
proposals for amendments to other Laws that has to changed 
due to the law "On State Enterprises " taking effect.

3. to require ministries and committees supervising state 
enterprises :
1) until September 15,1992 liquidate all companies now 
included within state enterprises or to sell state assets of 
such companies in auction;
2) until October 1, 1992 to make necessary amendments in the 
statutes of the state enterprises;
3) until October 1,1992 to dismiss directors 
(generaldirectors, managers) of state enterprises who after 
August 15,1992 are working and receiving income directly or 
through third persons from companies (except state 
enterprises) who are carrying out activities with respective 
company;
4) until October 1,1992 to appoint chairmen of state audit 
commissions.



4. To require Minister of Finance and State auditor until 
October 1,1992 to appoint members of state audit commission 
in accordance with law "On state Enterprises" from December 
12,1990.

5. To require directors of state enterprises :
1) To transfer all payments from lease of whole enterprises 
or subsidiaries to state budget or state privatization fund 
after the law "On state enterprises" takes effect ;
2) to dismiss employees who supervises other employees and 
employees who have the right to manage finances from their 
position if they have contracts or other liabilities with 
other than state company after August 15,1992.

6. Enterprises and ministries and committees who supervises 
state enterprises until October 1,1992 are released from 
state fee paid to the Enterprise Register if their statutes 
are amended according to law "On state enterprises."

7. To state that since law "On state enterprises." takes 
effect ,regulations of July 31,1991 Nr.197,Nr.182-r, Nr. 
230-r are no longer valid.

Chairman, Supreme Council 
Republic of Latvia

Secretary, Supreme Council 
Republic of Latvia

A.Gorbunovs

I.Daudiss

Riga, July 9, 1992



RESOLUTION OF THE SUPREME COUNCIL 
REPUBLIC OF LATVIA

On the order the Republic of Latvia Law 
" On amendments in Law "On State Enterprises" 
("Par valsts uznemumu" )from December 12.1990 

takes effect.

The Sureme Council of the Republic of Latvia resolves:
1. To establish that directors of state enterprises

( general directors, msnagers ) and employees who 
supervises other employees and employees who have the right 
to manage finances until August 15,1992 have to resign from 
their position in other firms (except state firms} who have 
contracts or other liabilities with the respective state 
enterprise and to expropriate their share in that enterprise 
or they have to resign from their position in state 
enterprise.
2. To require the Council of Ministers of the Republic of 
Latvia :
1) until August 1,1992 expropriate to ministries or 
committees the enterprises that were supervised by the 
Council of Ministers; i
2) until August 15,1992 elaborate the regulations of payment 
and incentives for the directors ( general directors, 
managers ) of the enterprises and payment regulations for 
other state enterprise employees;
3) until August 15,1992 elaborate and confirm regulations on 
state enterprise audit and remuneration of the audit 
commission;
4) until September 1, 1992 elaborate-and adopt Regulations 
on order of registering state immovable property lease 
contracts;
5) until October 1,1992 adopt the order how state 
enterprises have to submit reports on their activities;
6) until September 1, 1992 submit to the Supreme Council 
proposals for amendments to other Laws that has to changed 
due to the law "On State Enterprises " taking effect.

•

3. to require ministries and committees supervising state 
enterprises :
1) until September 15,1992 liquidate all companies now 
included within state enterprises or to sell state assets of 
such companies in auction;
2) until October 1, 1992 to make necessary amendments in UK? 
statutes of the state'enterprises;
3) until October 1,1992 to dismiss directors 
(generaldirectors, managers) of state enterprises who after- 
August 15,1992 are working and receiving income directly or 
through third persons from companies (except state 
enterprises) who are carrying out activities with respective 
company;
4) until October 1,1992 to appoint chairmen of state audit 
commissions.



4. To require Minister of Finance and State auditor until 
October 1,1992 to appoint members of state audit commission 
in accordance with law "On state Enterprises" from December 
12,1990.

5. To require directors of state enterprises :
1) To transfer all payments from lease of whole enterprises 
or subsidiaries to state'budget or state privatization fun'd 
after the law "On state' enterprises" takes effect ;
2) to dismiss employees who supervises other employees and 
employees who have the right to manage.finances from their 
position if they have contracts or other liabilities with 
other than state company after August 15,1992.

6. Enterprises and ministries and committees who supervises 
state enterprises until October 1,1992 are released from 
state fee paid to the Enterprise Register if their statutes 
are amended! according to law "On state enterprises."

7. To state that since law "On state enterprises." takes 
effect .regulations of July 31,1991 Nr.197,Nr,182-r, Mr. 
230-r are CTO longer valid.

Chairman, Supreme Council 
Republic of Latvia

Secretary, Supreme Council 
Republic of Latvia

A.Gorbunovs

I.Daudiss

Riga, July 9, 1992
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THE REPUBLIC OF LATVIA
LAW 

"ON STATE ENTERPRISES"

This law regulates the foundation, operation, reorganization 
and dissolution of enterprises owned by individual owners, 
where all physical assets belong to state, as well as 
applicability of the law on enterprise activity September 
26,1990 to these types of state enterprises.

Chapter I
General Regulations

Paragraph 1. The Concept of a State Enterprise

A state enterprise is an independent economic unit with the 
rights of a legal entity, which conducts economic activity 
utilizing allotted state properties.

Paragraph 2. Legislation concerning State Enterprise

The operations foundation, reorganisation and dissolution 
of state enterprises in the Republic of Latvia are regulated 
by this law, the Law on enterprise activity, the Civil Code, 
Labour Codfe, other laws of the Republic of Latvia, and by 
the statutes of the enterprises themselves.

Paragraph 3. Responsibilities of State Enterprises

Republic of Latvia state enterprises are liable for all 
their activities, with all of their assets. The state is not 
responsible for operations of state enterprises, except in 
those cases specified by law.

Chapter II
Regulations of the State Enterprises.

Regulations on the Foundation of State Enterprises 

Paragraph 4. The foundation of state enterprises

State enterprises are founded with a decision of the 
Republic of Latvia Council of Ministers, appointing the 
Ministry or the Committee who will supervise the state 
enterprise (further - ministry).
Land, water resources, forests and other natural resources 
necessary for operation of the enterprises are allotted to 
the state enterprise according to regulations set by a state 
institution or the local government. The use of and payment 
for these resources is regulated by a state institution or



the local government, in whose jurisdiction these resources 
are located.

Paragraph 5. The Registration of State Enterprises

State enterprises, their affiliates and representatives are 
registered in accordance with the law "On the Register of 
Enterprises of the Republic of Latvia" (November 20, 1990) .

Paragraph 6. The Statutes of State Enterprises

State enterprises operate according to their statutes. 
Statutes are approved and amendments are made by the 
Ministry. 
State enterprise statutes must include:
- the name of the enterprise, its address and legal status;
- its realm of operations and goals;
- regulations regarding the management and administration 
enterprise;

- regulations regarding the division of profit;
- regulations regarding the reorganization and liquidation 

of the enterprise;
- the size of the statute fond;
- the order the depreciation fund is founded and procedures 

to use;
- other regulations specific to the enterprise, which are 
not in conflict with existing legislation, Regulations by 
the Council of Ministers and the Supreme Council.

Paragraph 7. The Structure of the State Enterprises

State enterpris.es can form departments, production units or 
divisions, other administrative structures, if envisaged by 
the statutes also to form, affiliates and representative 
offices.
Affiliates of state enterprises and representative offices 
in Latvia do no-t have the status of legal entities.

Chapter III
Assets of State Enterprises.

Paragraph 8. Assets of State Enterprises

The assets of the state enterprise are formed by the 
allotment of state assets granted to the enterprise: assets, 
cash, and other material assets. 
The assets of state enterprise can be enlarged:

- with investments from state budget;
- with part of profits that are allocated to the
enterprise use.

The assets (statutory fund) can be reduced only according to 
paragraph 11 of this law. 
State enterprise uses its assets independently and without



any restrictions. Assets are managed by the ministry and 
state enterprise according to this law, statutes of the 
enterprise and resolutions by the Council of Ministers and 
Supreme Council.

Paragraph 9. State Enterprise Reserve (risk) Capital.

State enterprise reserve capital is formed by payment 
requirements of not less than 5% from annual profits and 
interest rate of this amount until it reaches the amount of 
20 % of asset value (statutory fund). Reserve capital must 
be deposited on conditions that it can be used without any 
restrictions any time. Reserve capital can be used only for 
covering loses shown in the annual report.

Paragraph 10. Insuring assets of state enterprises

State enterprise assets must be insured for the total sum of 
their current value.

Paragraph 11. Use of the assets of state enterprises.

The state enterprise can sell immovable property for agreed 
price to state enterprises of the Republic of Latvia, state 
institutions and state organisations with the permission of 
the ministry only, if the ministry has not stated otherwise. 
For other legal and physical persons the immovable property, 
with the permission of the ministry, can be sold only in 
auctions inviting state enterprise audit commission to 
control the auction. Department or unit as a whole can be 
sold only in accordance with the privatisation project 
confirmed according to conditions in the law of June 16.06 
1992 "On the Order of Privatisation of State and Municipal 
Property." or other regulations of Supreme Council and laws 
of the Republic of Latvia.
Movable property can be sold without the ministry permission 
for agreement price or in exchange with other Latvia state 
enterprises of the Republic of Latvia, state institutions 
and state organisations. To other legal and physical persons 
movable property can be sold in auctions only. 
The auction is organized in order stated by the Council of 
Ministers. If the auction do not take place because there is 
only one buyer the property can be sold for agreement price. 
The results of the auction are not to be confirmed. 
The working capital /apgrozamie lidzekli/ can be freely sold 
for a market price, exchanged or leased without permission 
from the ministry.
If the ministry has not stated otherwise the state 
enterprise can liquidate the damaged property or the 
property that cannot be sold without the permission from the 
ministry.



Paragraph 12. Order to lease State enterprise assets.

State enterprise can lease the movable and immovable 
property without ministry permission. Lease of ships can be 
performed with the ministry written permission only and 
lease price has to be confirmed by the ministry. Lease 
contract for department or production unit or the enterprise 
with the right to purchase can de concluded only in 
accordance with privatization project confirmed in 
compliance with the law of June 16.06 1992 "On the Order of 
Privatization of State and Municipal Property." or other 
regulations of Supreme Council and laws of the Republic of 
Latvia.
Immovable property lease contracts has to be registered in 
the ministry. The revenue received for the rent of whole 
department, unit or the whole enterprise for more than one 
year is paid to the state budget completely. Lease revenue 
for leasing department or production unit or the enterprise 
with the right to purchase is transferred to the state 
privatization fund.

Chapter IV.
Management of State enterprises.

Paragraph 13. The director of the state enterprise

The state enterprise is managed by a director (manager) 
appointed or released by the ministry. Director is 
responsible for the activities of the enterprise,its 
property,observance of rules and fulfilling the contracts.

In appointing this director, the minister or chairman of the 
committee signs a contract with him or her, delineating the 
directors rights, assignments and responsibilities, as well 
as his or her salary and provided for dismissal, taking into 
consideration guarantees provided for in existing 
legislation.
The state enterprise director is entitled to independently 
make decisions about all questions concerning the enterprise 
entrusted to him or her. The director acts on behalf of the 
enterprise, according the enterprise, without needing 
further authorization. He or she:
- represents the interests of the enterprise to state and 

local governments and to other enterprises;
- founds and dissolves affiliates and representative 

offices;
- manages the material and financial assets of the 

enterprise?
- signs business and labour contracts;
- delegates authority;
- opens bank accounts of various types;
- approves s;



- issues decrees and instructions, which are mandatory for 
all workers in the enterprise;

- is responsible for the enterprise fulfilling its
responsibilities in accordance with existing regulations 
on fire safety, accident safety, labour, health and 
environmental protection codes, and in accordance with the 
Republic of Latvia law "On enterprise activity" from 
26.09.1990, and other regulations of the Supreme Council, 
the Council of Ministers and laws of the Republic of 
Latvia.

Paragraph 14. State Enterprise Audit Commission.

The audit commission is formed of three or five people to
audit state enterprise.
The chairman is appointed and dismissed by minister or
chairman of committee.
One member of the audit commission is appointed and
dismissed by the state head auditor. Other members of the
audit commission are appointed and dismissed by finance
minister.

The chairman and members of the audit commission cannot be 
employees of the enterprise and cannot be relatives of the 
director, deputy directors and chief accountant.

The work of the audit commission is paid from the funds of 
the enterprise. Amount and order of remuneration is fixed by 
the Council of Ministers.

The meeting of the audit commissions has to make minutes of 
the meeting. Copies of minutes and audit protocols and 
considerations are to be submitted to the ministry or 
committee, responsible for enterprise and to State Audit 
Commission, State Tax Inspectorate,Ministry of Finance and 
director of the enterprise.

Chapter V.
State Enterprise activities.

Paragraph 15. The Rights of Operations for state 
enterprises.

The state enterprise has the right to engage in any type of 
business which is not contrary to existing law and 
corresponds to the enterprise statutes. 
The state enterprise according to the law with written 
permission from the ministry may participate in 
entrepreneurial companies ( buy securities )and non-profit 
organizations. Representative of the state company in that 
case has to be appointed and dismissed by the ministry in 
compliance with the law " On State and Municipal Property in

u :>



Entrepreneurial companies." June 10, 1992. Dividends for the
state property is to transferred as state enterprise
revenue.
State enterprise is allowed to sell securities.

Paragraph 16. The supply and services for state necessities.

Contracts on supply and services for the state needs can be 
signed and executed in compliance with laws of Latvia and 
Regulations of the Council of Ministers.

Paragraph 17. Employment in State Enterprises.

Employment in state enterprises is regulated by existing 
legislation of Latvia.
Directors of the state enterprise and managers of the state 
enterprise who have signature rights and employees who are 
in a specific position in the enterprise are not allowed to 
receive remuneration from contract services or directly or 
through third persons to participate in the activities of 
the enterprise (other than state enterprise) which have 
contracts or other liabilities with the state enterprise. 
The ban do not effect person who represents part of the 
state capital in the company or non-profit organisation 
where state enterprise participates and to persons who lease 
state enterprise.

Paragraph 18. Wages in state enterprises.

Wages and bonuses for directors and his deputies are
regulated by the Council of Ministers and they depend on
profits of the enterprise.
Wages for rest of employees of the state enterprises are
stated by director in compliance with the laws of Latvia and
resolutions of the Council of Ministers and Supreme
Council.
Amount of minimum wage is fixed by the laws of Latvia and
resolutions of the Council of Ministers and Supreme
Council .

Paragraph 19. The activities of political parties and other 
social-political organizations

The interference of political parties or other social- 
political organizations in the work of state enterprises is 
not allowed.

Paragraph 20. Sales of production

The state enterprise sells products and various services in 
accordance with contracts, state orders, and independently, 
except in those cases regulated by the laws of the Republic 
of Latvia.



Paragraph 21. Prices and price formation

The state enterprise sells its production, services and 
other assets for prices and tariffs set by the enterprise, 
state order or contract, but in cases provided for in the 
laws of the Republic of Latvia or in decisions by the 
Council of Ministers, for official state prices. 
If the state enterprise violates state prices and tariffs, 
the illegally obtained profit is confiscated and turned over 
to the state budget. The state enterprise is, in addition, 
responsible for paying a penalty in accordance with 
regulations set forth by Republic of Latvia legislation.

Paragraph 22. Financial and relationships

State enterprise has the rights to obtain credits in the 
banks in compliance with the law "On Banks" from May 
19,1992. State enterprise may take obligations against the 
physical persons up to 10 % of enterprise statute fund. 
Director of the state enterprise has to submit the annual 
report or report on the request from the respective ministry 
on all types of accounts and activities carried out. 
State enterprises may open checking and other types of 
accounts in any bank within the Republic of Latvia for 
managing financial assets (including hard currency assets). 
The state enterprise is subject to taxes as set by the laws 
of the Republic of Latvia.
All financial obligations of the state enterprise, including 
payments into the state budget and wage payments, are to be 
met in turn according to the respective deadline dates, 
unless the laws of the Republic of Latvia call for a 
di f ferent order.

Paragraph 23. State enterprise Profits.

Profits (in any currency), which are retained by the state 
enterprise after taxes, contract and other obligations 
provided for under republic laws and legislation, can be 
used according to the statutes of the enterprise and 
collective contracts.
State enterprise may make donations,gifts or charity 
activities without permission from the ministry according to 
law "On profit tax" from December 20,1990.

Paragraph 24. Accounting in the state enterprises and 
auditing of the state enterprise.

Director of the enterprise has to submit annual balance 
sheets and report on activities to the ministry together 
with the report from the audit commission as requires the 
regulations by the Council of Ministers. 
The books of the enterprise, annual report and other 
documents are subject to audit by the auditing commission. 
Audit commission has the right to audit all enterprise
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activities and assets. The audits can be done by the request 
from the ministry/State auditor, state tax inspectorate, 
credit establishment or court. 
Audits can be carried out not more than twice a year.

Paragraph 25. Shut down of the enterprise.

Enterprise may be shut down in case of breaking laws and 
regulations of Latvia in accordance with law "On order of 
liquidation of enterprises and organizations." from December 
11,1991.

Chapter VI.
The reorganization and dissolution of state enterprises

Paragraph 26. The reorganization of state enterprises

The decision on reorganisation is taken by the Council of 
Ministers or the Ministry.
The activities of the reorganised enterprise are determined 
by the Latvia laws, resolution of the Council of Ministers 
or Supreme Soviet.

Paragraph 27. The dissolution of state enterprises

State enterprises are dissolved in cases outlined in and 
according to regulations set forth in the "Law on enterprise 
activity" from September 26,1990.

Chapter VII.
Liabilities for non-observance of the law and procedures of
repaying losses.

Paragraph 28. Liabilities for non-observance of the law.

Abusers of the law are liable in compliance with Latvia 
laws.
Any assets obtained by the enterprise in order not envisaged 
in paragraph 11 has to be confiscated for the state without 
any remuneration.

Paragraph 29. Order of repaying the losses.

Physical and legal persons have to cover the losses done to 
the state enterprises, would be profits has to be included 
in the losses. 
Disputes of reimbursement are to be considered by the court.

Chairman, Supreme Council 
Republic of Latvia 
Secretary, Supreme Council 
Republic of Latvia

A.Gorbunovs 

I.Daudiss



THE LAW OF THE REPUBLIC OF LATVIA

ON STA TE AND MUNICIPAL PROPERTY PRIVATISA T1ON
COMMISSIONS

Article 1 General Regulations

The law determines uniform operational principles for state and municipal property 
privatisation commissions that are established to exercise state and municipal property 
privatisation. State and municipal property privatisation commission (further in the 
text - privatisation commission) establishment and operations are determined by this 
legislation and other state and municipal property conversion normative acts.

Agriculture enterprise and fishery collective farm privatisation commission 
establishment and operations are determined by the Law of the Republic of Latvia On 
the Privatisation of Agriculture Enterprises and Fishery Collective Farms.

Article 2 The Objective of the Establishment of Privatisation Commissions

A separate privatisation commission shall be established for the privatisation of each 
state property unit.

Municipal property privatisation commissions are established as permanently 
functioning commissions for the privatisation of all privatisation units of the particular 
municipality. Commissions for the privatisation of separate privatisation units can 
also be established.

Article 3 Motivation for the Establishment of Privatisation Commissions

State enterprise privatisation commissions are established on the order of the Ministry 
of Economic Reform of the Republic of Latvia, also taking into account the proposals 
of the respective ministry.

Municipal property privatisation commissions are established by the highest decision- 
making body of the respective municipality.

,CiA*



Article 4 Approval of the Privatisation Commission Members

State asset privatisation commissions are formed from three up to nine persons, 
among them representatives from the respective ministry and the asset unit under 
privatisation, other experts and a representative of the trade union that represents the 
majority of the employees and a self-government representative, taking into account 
restrictions of Article 5 of this legislation.

The number of the municipal government privatisation commission members and the 
distribution of representatives are determined by the respective council, including 
representatives of the national economy, self-government and trade unions, as well as 
specialists, and takes into account the restrictions of Article 5 of this legislation. The 
Ministry of Economic reform shall be notified on the membership of the commission 
in accordance with the procedure set by the Council of Ministers of the Republic of 
Latvia.

Information of the members of the privatisation commission shall be published in the 
press.

The Ministry of Economic Reform of the Republic of Latvia adopts the list of 
proposed privatisation commission members submitted by the respective ministry or 
gives a substantiated disapproval within one week. Disputes over the membership of 
the privatisation commission are examined by the Council of Ministers of the 
Republic of Latvia.

Article 5 The RiRhts and Responsibilities of the Privatisation 
Commission Members in the Purchase of Assets

The chairperson of the privatisation commission, deputy chairman or a commission 
member shall not purchase assets of a privatisation unit that has been privatised while 
he/she is a commission member, or within two years from the time the unit has been 
privatised, irrespective of whether the privatisation unit controlled these assets during 
the privatisation commission functioning period. Such deals shall be considered 
invalid from the time of their conclusion and the activities of the respective 
commission members shall be reported to the investigative authorities, who shall 
investigate for any indication of wrong-doing.

Article 6 Restrictions Applied on Privatisation Commission Members

The chairperson, the deputy chairperson or a member of the privatisation commission 
shall neither claim the status of the owner or a co-owner of the state and municipal 
asset unit under privatisation nor be the first degree relative to such a claimant. As 
soon as the above mentioned conditions occur, the commission member him- or 
herself declares his/her resignation from the post of the commission member.



Article 7 Functions of the Privatisation Commission and the Distribution of 
Duties among its Members

The privatisation commission independently, as well as with the help of invited 
experts, manages the privatisation of the respective units in accordance with the 
legislative acts that regulate the procedure of privatisation of the national economy 
asset units.

The privatisation commission makes decisions and acts independently insofar as its 
activities are not determined by this law or other normative acts binding for the 
commission.

Privatisation commissions act collegially, and have the authority to make decisions if 
the meeting is attended by at least half of the commission members. If the commission 
is composed of three members the presence of all three at the meeting is compulsory.

The privatisation commission passes decisions with the majority of the commission 
member votes in an open ballot. If two alternative decisions receive an equal number 
of votes, the commission passes the option that is supported by the chairman, but if 
the chairperson is absent, the commission passes the option that is supported by the 
deputy chairperson. Decisions of the commission are recorded in the minutes, and if 
an argument over the content of a decision or the procedure of its implementation 
arises, the decision as it has been formulated in the minutes takes effect. A 
commission member who disagrees with the decision of the commission has the right 
to supplement the minutes with his opinion in written form.

The privatisation commission, within the range of its authority, independently 
distributes duties and functions among the commission members.

Article 8 The Rights of the Chairperson of the Privatisation Commission

The chairperson of the privatisation commission, in his/her absence, deputy 
chairperson of the privatisation commission, has the right to stop the implementation 
of the commission decision, immediately notifying members of the commission and 
those who are directly responsible for the implementation of the decision if he/she is 
able to prove that the respective decision of the commission is not legal or may 
negatively affect the activities of the commission or the privatisation of the national 
economy unit.

If the privatisation commission, within three days from stopping the decision, reviews 
it and decides that the chairperson's decision has not been objective, it passes a 
repeated final decision.

Article 9 The Procedure for Reviewing Disputes on the Privatisation 
Commission Activities

Disputes over the activities of state asset privatisation commissions for whom this law 
does not determine a different revision procedure, are reviewed by the institution that



has established the commission. Its decision can be appealed to the Council of 
Ministers of the Republic of Latvia, although appellation of the decision does not 
prevent its implementation.

Disputes over the activities of municipal asset privatisation commissions for whom 
this law does not determine a different revision procedure, are reviewed by the highest 
decision-making body of the respective municipality, and the decision is final.

Article 10 Financing the Activities of State Asset Privatisation Commissions

Activities of the privatisation commission, including payments to members of the 
commission and experts invited, as well as other expenses are covered from the asset 
unit privatisation revenue section which is determined by the Council of Ministers of 
the Republic of Latvia.

Members of the privatisation commission are not released from their regular 
occupation, and payments for their activities with the commission are made in 
accordance with the procedure determined by the Council of Ministers of the Republic 
of Latvia.

Article 11 Financing the Activities of the Municipal Asset Privatisation 
Commissions

The municipal property privatisation commission activities can be financed according 
to the procedure set by the municipal self-government. The municipal self- 
government can employ the state asset privatisation commission activity financing 
principles determined by this law, as well as establish the municipal asset privatisation 
fund.

Article 12 The Reorganisation or Liquidation of the Privatisation 
Commission

The reorganisation or liquidation of the state asset privatisation commission takes 
place on the order of the Ministry of Economic Reform of the Republic of Latvia.

Reorganisation or liquidation of the municipal asset privatisation commission takes 
place according to the decision of the municipal self-government, notifying, in 
accordance with the procedure determined by the Council of Minsters of the Republic 
of Latvia, the Ministry of Economic Reform of the Republic of Latvia.

The Privatisation commission shall be reorganised in the following cases:

1) If the authority that has established the respective privatisation commission 
admits that the commission in its present composition is not able to perform 
its duties;

2) If during the activities of the privatisation commission, malicious or avaricious 
activities of its members are discovered.



The privatisation commission shall be liquidated in the following cases:

1) If the aim of the privatisation commission establishment has been achieved;

2) If the authority that established the respective privatisation commission
concedes that the goal of the privatisation commission establishment is not 
feasible.

Article 13 Supervision and Control over the Activities of the State and 
Municipal Asset Privatisation Commissions

General supervision of tlie activities of the privatisation commissions is carried out by 
the Ministry of Economic Reform and law-enforcement bodies in accordance with the 
general procedure.

Chairman, Anatolijs Gorbunovs 
the Supreme Council of the Republic of Latvia

Secretary, Imants DaudiSs 
the Supreme Council of the Republic of Latvia



THE SUPREME COUNCIL OF THE REPUBLIC OF LATVIA

RESOLUTION

On the Procedure in which the Law of the Republic of Latvia 
On State and Municipal Asset Privatisation Commissions Takes Effect

The Supreme Council of the Republic of Latvia resolves:

1) To determine that the Law of the Republic of Latvia On State and Municipal 
Asset Privatisation Commissions takes effect with from the time of its 
adoption;

2) To order that the Council of Ministers of the Republic of Latvia issues by
March 31,1992, the normative documents necessary for the establishment of 
privatisation commissions, beginning and ensuring their activities.

Chairman, Anatolijs Gorbunovs 
the Supreme Council of the Republic of Latvia

Secretary, Imants DaudiSs 
the Supreme Council of the Republic of Latvia



The Resolution of the Council of Ministers Nr. 465 
Riga November 6,1992

Regulations for organizing auctions in several state 
enterprises immovable and movable assets.

1. These regulations (further in the text "Regulations") determines the order how 
auctions mentioned in the Law from December 12,1990 "On State Enterprises" ( 
with amendments of July 9, 1992) Article 11 selling different assets of state 
enterprises ( except complete units ) must be organized when selling the assets to 
different natural and legal entities (except state legal entities).

2. The auction is organized by Auction Task Force that is formed by order of 
the state enterprise manager. In the group following persons should be appointed: 
auctioner, accountant and recorder.

Organizing the auction for separate immovable assets the Auction Task Force 
can be confirmed only after written permission from the respective ministry and, 
(according to Regulations of the Council of Ministers of Latvia from June 19,1992 
No. 239 "On First Hand Purchase Rights of Local Municipalities"), written 
permission from local municipalities have been received, The ministry can request the 
enterprise to inform about the list of Auction Task Force group members.

3. The following auctions can be held:
1) open auction,
2) closed auction

4. The regulations for the auction are elaborated by members of the Auction 
Task Force group and confirmed by the state enterprise manager. If organization of 
separate immovable asset auction of the state enterprise occurs, the regulations must 
be coordinated with Audit Commission of the State enterprise.

5. The auction regulations has to state:
5.1. order of registration for auction participants,
5.1.1. amount of registration fee and security deposit,
5.1.2. documents necessary to register for the auction,
5.1.3. pattern of registration certificate and procedure to enter data in the 
register;

5.2. the place and time of the auction;
5.3. kind of the auction;
5.4. the initial price of the sales object.
The initial price is determined by the Auction Task Force according to the
Regulations on State and Municipal Property (Enterprise) and its Asset
valuation (Resolution of Council of Ministers September 21,1992 No. 397).
5.5 order how payment for the sold unit is to be paid, and order on
sales - purchase agreement conclusion;
Auction Task Force group can make amendments to the auction regulations.



6. Auction Task Force not less than two weeks prior to auction announces about 
the auction in mass media the following information: 
6.1. information on unit to be sold, its initial price; 
<5v2. the address of the organizer of auction, phone number, office hours. 
Auction Task Force publishes or during preparatory stage gives the following 
information if requested:
- place and time of the auction;
- the place of registration and time, auction regulations;
- the place and time for unit survey;
- other information on auction regulations.
Auction Task Force registers the date when information on the auction is
published (released) and the name of the mass media.

7. Registration of auction participants starts not less than 10 days prior to auction 
and finishes two hours before the auction begins. During registration process the 
participants can get information on the regulations and conditions of the auction.

8. Minutes are taken during the auction. The minutes by request has to be 
submitted to the state enterprise Audit Commission or the ministry. In the minutes of 
the auction the following has to be described: the name of the state enterprise, the 
name of the unit proposed for the auction, the place and time of the auction, initiaJ 
auction price, the highest bidding price, information about asset buyer, conditions of 
payment and time.

All documents of the auction have to be kept according to Laws and 
Regulations of the Republic of Latvia.

9. Participants of the auction who have not bid any asset can redeem their security 
deposit within a week.

10. M only one participant has registered for the auction the asset can be sold to 
him for agreed price.

11. If at the announced time only one participant has arrived the auction is 
postponed for two hours, then the auction is cancelled, and the auction manager 
announces that the auction has not taken place. If the only participant demands back 
his registration fee and security deposit the Auction Task Force has to redeem the 
money within one week. If the participant is not redeeming the security deposit and 
the fee he can register for repeated auction without paying registration fee and 
security deposit. Participants not attending the auction can redeem their security 
deposite but not registration fee.
12. The auction is announced cancelled :

12.1. if the information on the place and time of the auction has not been 
published in the mass media, or the auction has been announced violating 
these Regulations;
12.2. if any of participants was denied an access to the auction or the bid has 
been refused without a reason;



r
12.3 if the agreement has been made to halt somebody from participating in 
the auction;
12.4. if the assets have been bought by person who has no rights to participate 
in the auction;
12.5. if the registration or auction takes place somewhere else than announced;
12.6 if the assets are sold before the announced time;
12.7. under conditions mentioned in Articles 10 and 11 of these Regulations.

The Decision on declaring the auction invalid is made by the Audit 
Commission of the state enterprise or the ministry and participants of the auction has 
to fce acknowledged within a week.

13.. If the auction agreement is declared invalid then the auction is declared invalid as 
wdD.

14. Iff the auction is declared invalid because of the Auction Task Force fault then all 
losses are covered by the state enterprise, but members of the Auction Task Force are 
responsible according to legislation.



Ratified by the Resolution 
Of the Council of Ministers 
of the Republic of Latvia

December 1992

Regulations
on the procedure of calculation of the long-term investment 
depreciation.

The Regulations have been adopted in accordance with the 15th 
Article of the Law of the Republic of Latvia " On Accounting" 
stating the government's of the Republic of Latvia competence in 
the accounting problems.

The Regulations concern all enterprises, entrepreneur companies 
and non-prophet organizations (further referred as enterprise) 
registered at the Register of the Republic of Latvia 
irrespectively of the form of their entrepreneurship and 
property. Depreciation is not calculated for the budget 
organizations.

The Regulations are in effect from 1 January 1993.

1. Depreciation objects are the long-term investments of the 
enterprise- fixed assets and non-material investments (Except the 
fixed assets stated in the Article 2. )

Notions "fixed assets" and "non-material investments" correspond 
to their meaning in the Law of the Republic of Latvia "On the 
Enterprises Annual Account".

2. Depreciation does not concern the following fixed assets:
a) productive cattle,
b) library funds,
c) highways of common usage and buildings for organization of 
public services ,
d) fixed assets frozen in the generally accepted order.

3. Depreciation can be calculated for each inventory object or 
the whole group. Depreciation is calculated only for the objects 
which have been, the enterprise's property during the period of 
revision.

4. The enterprise independently chooses one of the generally 
accepted methods of calculation of depreciation. On the basis 
of the average maximal annual depreciation norms for the long- 
term investment objects stated in the Annex to the Regulations 
the enterprise states concrete depreciation norms, annual and 
individual for different types of objects. The chosen method of 
calculation of depreciation cannot be changed.

5. When calculating the depreciation the long-term investments 
should be evaluated according to the procedure stated in the Law 
"On the Enterprises Annual Account".



6. Depreciation can be calculated on.^ since the day the object 
is put into operation. For the objects taken out of operation 
depreciation is calculated until the day they were in use.

7. Depreciation can be calculated only for the period not 
exceeding the limits of the generally stated period for the 
objet's usage (stated by depreciation norms). When the generally 
stated period for the object's operation is over, calculation of 
the depreciation ceases.

8. In cases of stoppage or repairs the calculation of 
depreciation can be continued.

9. For those depreciation objects whose depreciation calculation 
has been started before 1 January, 1993, former depreciation 
norms should be preserved except the cases when it contradicts 
with the Regulation.



AVERAGE MAXIMAL ANNUAL DEPRECIATION NORMS FOR LONG-TERM 
INVESTMENT OBJECTS

Types and groups of the long-term / Average annual depreciation 
investments maximal norm

I. Non- material investments ......20
II. Fixed Asset:
1. Buildings
1.1.Buildings, edifices ......3
(except dwelling houses), 
except:

1.1.1. Polyethylene structures etc.,
movable and dismountable .....20
1.1.2. Store houses for fruit and vegetables .....10

1.2. Dwelling houses:
1.2.1. with brick or wainscot walls,
reinforced concrete frame .....1,5
1.2.2. with wooden or mixed type walls .....2

2. Constructions
2.1. hydrotechnical constructions:
2.1.1. reinforced concrete, concrete, stone;
of iron, asbestos cement and plastic pipes .......5
2.1.2. wooden ......20

2.2. Constructions for transportation,
communications etc. branches ...... 10
2.3. Pipelines ..:...20
2.4. Other constructions ......20

3. Machines and equipments
3.1. Turbine equipments, electric motors,
dieselgenerators ....... 10

3.2. Heat engineering, complex power machines,
metal-cutting, forging-pressing, diamond processing,
for submarine works, glass industry,
woodworking, poiygraphy, tractors (except for
farming and timber industry) ....... 15



3.3. Internal combustion engine,
tractors for farming, technological equipment
for rolling, pumps, compressors,
air-conditioning and gass distillation,
loading and un-loading (except those stated in sub-article 3.4.)
farming, hydromechanization, road-building (except bitumen
melting aggregates and bitumen kettle),
holds for technological processes,
metalurgy,
chemical industry,
gass industry,
peat industry,
cabel industry,
paper and cellulose industry,
technological equipment for food industry,
milk and meat industry,
communication equipments,
trade and public catering,
medical and microbiological industries,
measuring, regulating and laboratory equipments
(except those stated in sub-article 3.5),
computing equipments,
other specialized types of equipments .....20

3.4. Tractors for timber industry,
conveyors, loading, un-loading equipment,
for concrete and decoration works, piling works,
geological works, electro-technical and electronic
industry, timber industry,
light industry ......25

3.5 Portable acid batteries, welding and cutting, 
sorting, under-ground and mountin works,
building material industry, agriculture, automatization of 
underground production processes, measurement and 
regulation of temperature, sports .....30

3.6 Bitumen melting aggregates, bitumen kettles .....50

4. Means of Transport
4.1. Railway's rolling stock »....10

except: 
4.1.1. acid cisterns ..... 20

4.2. Marine and river fleet .....10 
except:

4.2.1. Fishing fleet .....15
4.2.2. Motor boats, <_ r-boats .....20

4.3. Technological equipment for railroad transport
and fleet. .....15

4.4. Rolling stock of the motor transport 
(Lories, trailers, cars, buses) and public service 
transport ..... 20



4.5. Main pipeline transport

5. Tools

6. Production and management stock

7. Draught animals

8. Perennial plantations

• .... 4

.....50

• • • • • o 0

• • • • • 15 

.... .30

9. Capital outlay of organization of land exploitation .....15



unofficial translation March, 1993

LAW

"ON ANNUAL REPORTS IN ENTERPRISES"

Terms used in the law:

Management in lliis law means board or board of directors in the 
enterprises where these structures exist. In individual enterprises owner is 
considered as "management". In all other types of enterprises "management" is 
meant as a person that has authority to take decisions concerning everyday 
management.

A Parent company is a company which owns more than a 50% share in 
another company, or has a majority vote in another company.

A Daughter company (subsidiary) is a company where a parent 
company owns at least 50 % or where the parent company has a majority vote.

An affiliated company is a company where a (parent) company owns 
from 25% to 50% but where the (parent) company does not have a majority 
vote.

A concern is a group of companies which consists of the parent 
company and its subsidiaries. If one or several physical persons own separate 
individual companies, they do not form a concern.

CHAPTER 1 

General Conditions 

Article 1

(DThis law assigns (refers) to all companies registered at the Enterprise Register 
of the Republic of Latvia irrespective of form of entrepreneurial activity and 
ownership, non-profit organizations (further companies).

2) The law does not affect private farms and fisheries and one owner 
companies, whose annual income do not exceed 2000 minimum monthly 
salaries at the beginning of the reported year.

3) This law does not affect banks and other credit institutions, insurance 
companies the activities of which are determined by other legal bills.

4) Amount and submitting procedures of statistic reports are determined by the 
law "On Statistics".



Article 2

Ito the annual report monetary unit used of Latvia must be used. Annual 
repent must be written in Latvian.

Article 3

1) Annual report has to cover period of 12 months. Newly established 
companies, and in cases when fiscal year of the company has been changed, 
the finst annual report period can be shorter or longer but not to exceed 18 
months.

2) Companies included into one concern shall have the similar report period.

Article 4

1) Annual report must include balance sheets, profit and losses calculation, 
appendix and report.

2) Annual report has to be compiled clearly and in compliance with the law.

3) Annual report has to give clear and true data on the company's assets, 
liabilities, financial stale and profit or losses.

Article 5

1) Bal.mce sheets has to be compiled, profit and loss calculations calculated 
accotdinvg to sample forms provided in article 10 - 14. For calculation of profit 
and tosses a company has the right to choose one of the samples.

2) Profit and loss samples in the next report year can be changed if there is 
justification for that, and if one and (he same scheme is used at least in two 
consecutive years. The reason for change has to be explained in the notes.

3) During period of inflation Ministry of Finance has the right to demand 
unrevisecl quarterly reports that include balance sheet and calculation of profit 
and losses. Content, procedure for elaboration and terms for submitting of the 
quarterSy report are determined by the Ministry of Finance.



Article 6

1) Assumptions mentioned in-article 10-14 of the law has to be observed in the 
order demanded by the law. Entries with Arabic numbers are allowed to divide 
into smaller units if that is requested by specific features of the enterprise. 
Additionally new items can be introduced if the contents of these are not 
inclbded in any existing entry.

2) Entries of Arabic numbers can be combined if the amounts are insignificant 
or combination of these can create more clear vision. Combined entries must 
be clarified in the appendix.

Article 7

1) In the annual report each balance sheet, calculations of profit and losses in 
the appendix of article 6.part (2) has to show respective amounts of the 
previous year. If the amounts are not comparative they must be explained in 
the annual report's appendix.

2) Balance sheets, entries of the profit and losses that do not have numbers 
(amounts) have to be shown only if in the previous year there has been reported 
amounts.

Article 8

Any recalculation and amendments of entries in the balance sheet is not 
allowed.

Article 9

1) If'any resources or any liability applies to several entries, its connection with 
other entries has to be shown either below the entry in which it is included or 
in riSe appendix of the law if such clarification is necessary to understand 
annual report.

2) Stork and shares of the company and participation in other company's 
capital must be shown only in the entries mentioned for these purposes.



Chapter 2

Schemes for construction of the balance sheet, 
calculation of profit and losses

Article 10

Balance sheet accounts 

Assets 

Long term assets

I. Intangible assets

1 .Costs for research work and development of the enterprise. 
(Research and development)

2.Concessions, licenses, trade marks, patents and similar rights and 
assets.
3.Goodwill of the enterprise.
4.Payments on account for non-material investments.

II.Tangible (fixed assets)
1. Land, buildings, constructions and other long-term fixtures.
2. Plant and machinery.
3. Other fixtures and fittings, tools and equipment
4. Payments on account for tangible fixed assets and tangible fixed assets in 

course of construction.

III. Long term financial assets:
1. Participating interests in subsidiaries.
2. Loans to subsidiaries.
3. Participating interests in associated undertakings.
4. Loans to the associated undertakings.
5. Other securities and capital participations.
6. Other loans
7. Own shares or parts.
8. Loans to members of the company and the board.



Current Assets

I. Stocks
1. Raw materials and consumables
2. Work in progress
3. Finished goods and goods for resale
4. Work in progress for third parties
5. Payments on account for goods
6. Labour animals and production animals

II. Debtors:
1. Trade debtors (trade receivables)
2. Amounts owed by subsidiaries.
3. Amounts owed by associated undertakings.
4. Other debtors
5. Company capitals not paid up
6. Loans to members of the company and members of the management 

and the board.
7. Accruals

III. Securities and capital participation
1. Participating interests in subsidiaries
2. Own shares or parts.
3. Oilier securities and capital participation

IV. Cash funds

LIABILITIES

Equity capital:
1. Company capital
2. Share premium account
3. Reevaluation reserve
4. Reserves:

a)legal reserves
b) reserve for own shares or parts
c) reserves provided for by the articles of the Association
d) other reserves.

5. Profit or loss brought forward
a) brought forward from previous years
b) brought forward from profit and loss account for the current 

financial year



Provisions for liabilities and charges
1. Provisions for pensions and similar obligations
2. Provision for contingent tax
3. Oilier provisions

Creditors (short and long terms)
1. Debenture loans
2. Convertible loans
3. Credit institutions
4. Payments received on account of orders from customers 

. 5. Suppliers of goods and services
6. Bills of exchange payable.
7. Amounts owed to subsidiaries.
8. Amounts owed to associated undertakings
9. Company tax
10. Other creditors, including tax and contributions to social security
11. Accruals
12. Dividend for the financial year.
13. Unpaid dividend for previous financial years

Article 11

Profit and losses calculation scheme in vertical form, 
classified according to the period expenses.

1. Net turnover.
2. Variation in stocks of finished goods and in work in progress,
3. Work performed for own purposes and capitalized.
4. Other operating income.
5. Material costs:

a) raw materials and consumables
b) other external charges.

6. Staff costs:
a) wages and salaries;
b) pensions
c) other social security costs

7. Depreciation and write-off of
a) tangible and intangible fixed
b) current assets in excess of normal write-off 

0. Other operating charges



9. Income from participating interests
10. Income from other capital participation, securities 
and loans, forming part of the fixed assets.
11. Other interest receivable and similar income.
12. Write off of financial fixed assets and of securities and capital 
participation held as current assets.
13. Interest paid and similar charges.
14. Profit or losses before extraordinary items and taxes
15. Extraordinary income.
16. Extraordinary charges
17. Extraordinary profit or loss before tax
18. Tax on profit or loss for the financial year.
19. Other taxes.
20. Profit or losses for financial year.

Article 12

Profit and losses form in vertical form,
classified according to method of turnover expenses.

1. Net turnover
2. Production costs
3. Cross profit or loss
4. Sales costs.
5. Administrative costs.
6. Other income from business activities.
7. Income from participation in the capital of subsidiaries and affiliated 
companies.

8. Income from securities and loans forming long term investments.
9. Other interest rale and similar income.
10. Write off of long term financial investments, securities 
arid short term participation value, (see Art.11. 12.)
11. Interest rate payment and similar payments.
12. Profit or losses before taxes and other entries.
13. Unplanned income.
14. Unplanned expenses.
15. Unplanned profit or losses before taxes. 
Ifj. Profit tax for reported year.
17. Other taxes.
18. Profit or losses for reported year.



Article 13 

Expenses:

1. Reduction of unfinished production and inventory in stock.
2. Material costs:

a) costs of raw materials and side materials
b) other outside expenses

3. Expenses for the staff:
a) salaries;
b) pensions from company's resources;
c) other social security costs.

4. Asset write off
a) capital asset and nonmaterial asset use and depreciation;
b) working capital write off above usual level.

5. Other business activity costs.
6. Writing off of long term investments, and the value of short term securities.
7. Interest rate and similar payments.
8. Profit before outside ent'ies and taxes.
9. Outside payments.
10. Profit tax for reported year.
11. Other taxes.
12. Profit for reported year.

INCOME:

1. Net turnover.
2. Increase of unfinished production and inventory in slock.
3. Capital investments for the enterprise.
4. Oilier income frotn enterprise business activities.
5. Income from participation in the capitals of subsidiaries and affiliated
companies.
f>. Income from other participation in capilals,securilies and loans forming long
term investments.
7. Other interest rate and similar income.
8. Losses before outside entries and taxes.
9. Outside income.
10. Losses in the reported year.



Article 14
Scheme for profit and loss calculation, 
classified according to turnover payment method

Expenses:

1. Sold product costs.
2. Sale costs.
3. Administrative costs.
4. Long term investment, security and short term participation capital write off.
5. Interest rale payments and similar expenses.
6. Profit before outside entries and taxes.
7. Outside payments.
8. Profit tax for the reported year.
9. Other taxes.
1(J. Profit for the reported year.

Income:

1. Net turnover.
2. Other income of enterprise business activities.
3. Income from participation in the capitals of subsidiaries and affiliated 
companies..
4. Income from other participation in capitals, securities and loans forming long 
term investments.
5. Other interest rate and similar income.
6. Losses before outside entries and taxes.
7. Outside income.
9. Losses in the reported year.

Chapter 3 

Special provisions for several entries

Article 15

Assets meant for long term use or invested in the long term assets are long term 
investments. Other capital is working capital.



Article 16

Each long term investment entry in the balance or appendix has to contain 
following information:
1. purchase price or production costs according to previous year balance;
2. increase, including improvements in the reported year,
3. initial value of liquidation in the reported year.
4. any switches from entry to entry during the report year,
5. revaluation in the reported year,
6. total amount revalualed until the date of the balance sheet, including entries 
specified in article 5,
7. depreciation and value write off in the reported year,
8. corrections for previous year depreciation and value write off, including the 
corrections in the depreciation and writing off of the liquidated resources and 
of ihose taken out of production;
9. total use and value depreciation until balance closing day, including items 
mentioned in article 7 and 8.

Article 17

1) expenses incurred before the date when balance is compiled but is relevant 
to next years shall be shown as expenses of the next periods on the asset side. 
Income receiver 1 before compiling balance, but relevant to next years shall be 
shown as income on the liability side.

2) expenses relevant to the current year but subjected to pay only in future 
years shall be shown as debt to creditors. Income relevant to the reported year 
but received after the date of compiling the balance has to be shown as debtors 
debt.

3) the amounts shown in article 17.1. and 17.2. has to be explained in the 
appendix.

Article 18

1) In the entry "Concessions, patents, licenses, trade marks and other rights " 
only the amounts actually paid for the use of intangibles has to be included.
2)Entry " non material assets /value/ of the enterprise "
includes:
non material assets of the enterprise that can be formed only purchasing the
enterprise or leasing it to another enterprise.
This is the difference between the purchase price of the enterprise and the
amount estimated for the parlicipation and enterprise assets from which the
liabilities are deducted.

10



2) Debts to be received later than one year after the reporting year shr; 1 ! be 
accounted for as long term debt and debtor shall be included in every entry 
indicated by Arabic letters. •

3) Debts to be returned within one year are short term debts. Debts to be 
returned after more than one year are long term debts. Both are debts to 
creditors and must be entered separately in the every entry indicated by Arabic 
letters. Separately the total amount of long and short term debts shall be 
included.

4) Prepayments /advance payments/ of customers and buyers has to be 
included on the liability side in the appropriate entry. If there are liabilities or 
claims of the subsidiary against the parent company these entries has lo be 
included in the balance sheet of the subsidiary separately.

Article 19.

1) In the entry " Accruals" only the amounts related to the reporting year or 
previous years covering the losses, debts, or expenses the amount of which is 
not precisely known, but the existence of these can be predicted, be included.
2) Accruals cannot exceed necessary amounts and these amounts has to be 
justified separately in the appendix.

Article 20.

The enterprise has the right not to show the advised distribution of profits or 
covering losses. Distribution of profit and covering losses determined by the 
general meeting has to be shown in the next year annual report.

Chapter 4.

Specific conditions in several entries i.i the 
calculation of profits and losses.

Article 21.

Net turnover is income from enterprise business activities, sales of the products 
and delivering services when sales and other deductions, as well as turnover, 
excise and other taxes are deducted that are directly connected with sales.
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Article 22.

1) In the entry "costs of sold products" mentioned in the article 12 and 14 has 
(o show costs included in business activities.

2} !n the enlry "costs of sold products" in the article 12 and 14 /'sales costs" and 
"administrative costs" should depreciation of used units and write off amounts 
must be included.

3) In the entries of article 11 to 14 separately has to be shown:
income from participation in the capital;
income from other participation in the capitals, securities and loans forming
long term investment:

other interest rate income and similar income;
interest rate payments and similar expenses.
Separately the part of subsidiary has to be shown in the respective 

entries of income and expenses.

Article 23.

1) income and expenses that are not connected with the basic activities of the 
enterprise, as well as substantial income and expenses relevant to another 
reporting year has to be included in the entries "outside /unplanned/ income " 
and "outside/unplanned/ expenses."

2) Amounts of unplanned income and expenses has to be explained in the 
appendix except cases when the amounts are insignificant.

Article 24.

1) Enterprises that do not exceed two criteria mentioned in the second half of 
this article by the day of completing the balance may form calculation of profit 
and losses in the enlry "gross profit before taxes" and "gross losses before taxes" 
combining :

in the article 11 - entry 1-5
in the article 12 - entry 1 -3 and 6.
in the article 13 - expense enlry 1 and 2; and income enlry 1-4;
in the article 14 - expense entry 1 and 2; and income entry 1 and 2.

2) Criteria mentioned in the article 24.1. are:
1) total of balance sheet - 1.5 million ECU ( calculated in the official 

monetary unit of Latvia according to the exchange rate set by the Bank of 
Lalvia);2

2) net turnover 3.5 million ECU ( calculated in the official monetary unit 
of Latvia according to the exchange rate set by the Bank of Latvia);
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3) average number of employees for the reporting year - 250. 
3) In part 2) of this article total balance sheet is the amount shown in the article 
10 as total of the assets. Average number of employees is calculated adding the 
number of employees at the last day of the month and dividing by the number 
of months in the year to be reported.

4) Possibility to use the discounts is not valid if the enterprise has exceeded two 
conditions mentioned in the article 24.2. 1-3 but only in case it has happened 
two following years.

Chapter 5.

Conditions of evaluation. 

Article 25.

(1) Annual report entries has to be valualed according to following 
general principles:

1) it is accepted that the enterprise will continue its activities;
2) The same valuation methods as in the preceding year have lo be used;
3) Valuation has to carefully prepared with the following conditions:
a) only the profits received by the day of ompleting the balance has to 

be included in the report;
b) all risky amounts and losses that occurred during the year to be 

reported or the previous years has to be taken into consideration, even if they 
were acknowledged during the period of completing the balance and 
completing the annual report;

c) all depreciation and value reduction has lo be taken into account and 
must not he influenced by the profits or losses made in the reported year;

4) income arid expenses related to reported year has to be taken into 
account notwithstanding the date of transaction;

5) asset and liability entries must be valualed separately, 
G) ench balance of the reported year must correspond to the previous 

year final balance.

(2) In exceptional cases the conditions of the report may not be 
observed. Each case not observed has to be justified in the appendix, 
explaining how it will influence the assets and liabilities, financial situation of 
the enterprise and financial results.

Article 26.

(1) Long term investments has to be valuated according to their initial 
value, i.e. purchase costs or production costs.

(2) Purchase costs are calculated adding costs that are applied to
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purchased object until it starts functioning to the purchase price.
(3) Production costs are calculated summing raw material and other 

material costs and other expenses incurred with producing the product. In the 
costs also the indirect expenses can be added if these costs have occurred at the 
same time.

(4) The interest rate of the capital investment loan has to be included in 
(he costs of the new unit. Interest rate included in the costs has to be shown in 
the appendix.

Article 27.

The .purchase or production costs for long term investment, units the use period 
of which is limited has to be gradually depreciated during the expected use 
period. The costs for obtaining land property cannot be depreciated.

Article 28.

(1) If the value of the long term investment ?? for prolonged period is ?? 
lower than the value that is calculated in according to the conditions of article 
26 and 27 then the respective units has to be valuated lower.

(2) Long term financial investment value can be reduced, lowering the 
value at the day of compiling balance.

(3) Valuating according to article 28, part (1) and (2) can be sloped if 
there is no reason for that.

(4) Reduction of value according to the conditions of article 28, part (1), 
(2) and amendments of part (3) has to be justified and specified in a separate 
entry of the annual report appendix.

Article 29.

(1) Capital investments and long term financial investments the value of which 
is substantially higher that the value for which it is purchased or production 
price or ils valuation in the previous year balance can be valuated according to 
its value if it is stated that value increase is long term. Depreciation and 
reduction of the value every year has to be calculated according to respective 
year account balance value and with the same amounts shall be included in the 
calculation of profits and losses. The value of the land property cannot be 
higher then the value of their purchase costs.
(2) The increase of the value appearing in this process has to be accounted in 
the entry "Reserve for revaluation of long term assets" In the part ""Own
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capital". The reserve for value increase may be used only according lo 
conditions expressed in the article 29 part (3),(4).

(3) Long term asset revaluation reserve has to be decreased if the 
reevaluated unit is no longer used or is liquidated or there is no justification for 
value increase.

(4) Long term asset revaluation cannot be distributed in dividends.
(5) Changes in the entry "Reserve for reevaluation of long term assets" 

has lo be explained in the appendix. In the explanation the following must be 
included:

1) revaluation reserve at the beginning of the year;

2) increase of the reevaluation reserves during the reported year; 
. 3) amounts deducted from the reserve according lo conditions of article 

29. (3) stating the type of decrease;
4) amount of the reserve at the end of the year.
(G) applying article 29 (1) has to be explained in the amendment, 

mentioning respective balance entries and methods used for calculation. Data 
in the balance and appendix has to relate so that each asset entry could be 
explained according lo article 21-28 and conditions of the article 29 (1).

Article 30.

(1) Valuation of working capital has to be justified in accordance with 
costs of purchase or production costs.

(2) Purchase cost is calculated by summing the purchase price and 
expenses connected with the purchase.

(3) Production cost is calculated by summing the use of raw materials, basic 
materials and side materials correspondingly with the expenses and side 
expenses of the purchase which is directly connected with the production of 
the product to be valuated.

Article 31

(1) Purchase or production costs of the reserves are determined as the 
average weighted price or using the method FIFO.

(2) If using the methods mentioned in the first part of this article a value is 
formed substantially differing from the market price on the date the report is 
elaborated, the difference in each separate reserve entry shall be explained in 
the appendix.

Article 32

(1) Working capital shall be valuated in a way to ensure its valuation on the 
dale the balance sheet is compiled by the self- cost or the lowest market prices.
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(2) The inventory and raw material stock balance may be valualed in 
accordance with ihe purchase or production costs or the lowest market price 
on ihe dale the balance is compiled; the lowest valuation price shall be 
obligatory used. Valuation of the inventory and raw material stock balance 
shall not be higher than the market price.

Article 33

(1) Securities included into the working capital and subjected to 
fluctuations in the stock-exchange may be valuated in accordance with the 
price in the stock-exchange on the date the balance sheet is compiled, without 
taking into consideration conditions determined by the Article 30 of this law.

(2) Implementing of the Article 32 and the first part of this article shall be 
reflected in the appendix.

Article 34

Expenses connected with the formation of the company and the increase of 
its capital shall be shown in the balance sheet, but must be written off within 
three yenrs.

Article 35

(1) Expenses connected with the formation of non-material investments 
mentioned in the Article 10, part 1.1-3 of this law shall be written off over a five 
year period.

(2) Ihe content of the purchased non-material investments shall be 
documentary justified, and purchase expenses can't be written off for 
expenditures immediately after the purchase is done.

Article 36

(1) If a sum of the loan to be paid back is larger than the received sum, the 
difference shall he shown in the balance sheet asset or appendix.

(2) This sum of difference shall be gradually written off as expenditures 
dividing it per years. It shall be completely written off not later then by the 
deadline the loan should be paid back.

Article 37

(1) The difference of debtors' and creditors' debts shall be shown in balance 
correspondingly with the justification documents and notes in book keeping 
registers, and they shall match the accounting data of debtors and creditors at 
the moment the balance is compiled.

In the cases of conflict the difference shall be shown in balance
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correspondingly with the book keeping data. A reserve for bad debts shall be 
formed on the basis of profit. At the appendix of annual report the amount of 
bad debts shall be justified, as well as the justification referring to each debtor 
shall be given. If the debt is considered as non receivable bad debt, it shall be 
written off using reserves or included into losses.

(2) Savings for special purposes or events shall be shown in balance as the 
special liability entries in group "Savings".

(3) The capital of an enterprise shall be partially shown in the balance.
(4) All debls which repayment deadline comes into effect not sooner as 

after a year from the end of the corresponding reported year are considered as 
long-term debts. All the other debts are short-term debts.

(5) In short-term debts the following information shall be included in 
separate entries:

1) dividends or sums anticipated for company's owner or for the 
distribution among several owners;

2) sums considered as liabilities of the company in the next reported year;
3) any liabilities towards employees what concerns their salaries;
4) any taxes' and duties' debts of the company to stale and self-government 

institutions.

Article 38

If the company has sold the stocks or shares for the sum larger then its 
nominal value, the difference shall be shown on the asset side of balance 
"Assets owned by the enterprise" - in a special entry "Increase of price for stock 
emission." If ihe stocks were sold for the sum less then the nominal value, the 
difference shall be shown as the negative number in the same entry.

Article 39

Independently from the conditions determined by Articles 26, 28 and 29 of 
this law, the parent company shall announce its participation in the capital 
assets of its subsidiary in the value which corresponds with the value indicated 
in the subsidiary's annual report, and shall consider the following conditions:

1) the method of valuation shall be explained in the separate appendix, 
indicating all subsidiaries covered by it. If the annual report indicates 
significant profit or losses of the subsidiary, this shall be mentioned in the 
appendix;

2) difference between the purchase price of participating capital and the 
corresponding share of this participating capital in subsidiary shall be 
separately reflected in the balance of the parent company or in the appendix;

3) the purchase price of participation share shall be increased or decreased 
in the balance by the profit or loss of subsidiary;
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4) the total sum mentioned in Article 3 of this law shall be annually shown 
in profit and looses account using the separate entry with corresponding title;

5) accounted value of participation capital shall be decreased by the 
calculated sum of dividends of subsidiary.

CHAPTER 6

REGULATIONS ON THE CONTENT OF THE APPENDIX

Article 40

A special information envisaged for the appendix may be shown in 
footnotes under accounting entries it concerns, or in the permanent entries of 
the balance and account of profit and losses.

Article 41

Appendix shall include information about the methods used for the 
valuation of various entries in annual report, as well as about the methods used 
for calculating depreciation, value decrease and value writing off of long-term 
investments. If a sum in the annual report is converted from the foreign 
currency to the Republic of Latvia legal tender, this conversion shall be 
justified.

Article 42

(1) Appendix shall include the name and address of subsidiaries and 
affiliated companies. Each company shall indicate participation capital share, 
as well as the sum of subsidiary's capital and company's profit or losses 
correspondingly with the latest approved annual report. This information shall 
not be obligatory included if it is not significant for implementing the 
requirements determined by the 2nd point of Article 4 of this law.

(2) Information required by the first part of this article shall not be 
obligatory included if it can seriously harm the corresponding company. If the 
informaliori is nol included because of this reason, it shall be mentioned in the 
appendix.

(3) Profit and losses of subsidiary's capital are not indicated if the 
corresponding company doesn't issue its balance sheet and the participation at 
the company is less then 50% or if a subsidiary and its annual report is 
included inlo the report of the concern in correspondence wilh Article 56 of 
this law, or if the participation of the capital is evaluated in correspondence 
with the conditions determined by Arlicle 39.

18



Article 43

If the company's capital consists of several kinds of stocks or shares, the 
number and nominal value of each stock or share kind shall be reflected in the 
reporl. Stock companies shall always indicate the number of stocks and their 
nominal value.

Article 44

If the company has received a loan which can be transferred into stocks, the 
sum of repayment, rate of change and deadline for the loan's conversion into 
the .enterprise's capital shall be shown. If the loan is received for compulsory or 
olher debt documents with the rights to receive interest rate, the sum of 
repayment and determined interest rate shall be indicated for each loan.

Article 45

(1) In each debt entry of the balance the information about the debts to be 
paid bnrk in more than five years after the elaboration of the balance shall be 
included.

(2) If company's assets are mortgaged or used as collateral payment, it shall 
be indicated together with the volume of mortgage and the balance value of 
each mortgaged unit. Total liabilities of subsidiary and total liabilitiesof other 
companies of the concern shall be separately shown in the appendix. 
(3) Old age pensions, pledges (warranty) and guarantees liabilities, the total 
volume of discounted exchanges and other financial liabilities not reflected in 
the balance sheet shall be indicated, because this information is important for 
defining the financial stale. If the company has concluded rent or lease 
contracts important for its operations, the liabilities determined by these 
contracts shall be pointed out. Liabilities towards the parent company and 
subsidiaries shall be shown separately.

(4) Loans, mortgages or guarantees granted to the administration, board 
members or parent company's council members shall be shown separately for 
each category including the information on interest rates, most important 
conditions and sums to be paid back.

(5) Mortgages and loans, pledges (warranty) and guarantees granted to the 
participants of the company, except the parent company and participants of 
the parent company, shall be shown separately indicating the sums to be paid 
back. This Article doesn't affect the loans and pledges (warranty) which were 
granted to the employees of the company or its subsidiaries for purchasing 
stocks or shares.
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Article 46

The latest official property tax valuation of land and buildings owned by the 
company shall be reflected. •

Article 47

If Ihe entry "Unfinished orders" includes the part of profit expected from the 
works which are not to be finished by the end of the reported year, it shall be 
shown together with the methods used for valuation.

Article 48

(1) Net turnover with divided types of operations and geographical markets 
shall be reflected, if these types of operation and markets are essentially 
differing one from oilier and from the common sale of enterprise's products and 
services.

(2) Regulations of this Article doesn't affect the companies which can apply 
of resumed profit and losses account in accordance with the conditions 
determined by Article 24.1. Oilier companies may skip lliis poinl if it makes an 
essential harm to the interests of the company. That shall be shown in the 
appendix.

Article 49

(1) The total sum of paid taxes in the reported year shall be shown.
(2) The impact of extra incomes or expenses (losses) to be taxed on the 

profit tax of the reported year shall be indicated.
(3) Received taxes discounts shall be shown in the appendix, by indicating 

each tax separately and mentioning the documents confirming the rights to 
receive these discounts.

Article 50

(1) Information about the average number of employees in Ihe reported 
year shall be submitted. The personnel expenses shall be specified as it is 
required by Article 11.6 and 13.3 of this law.

(2) Members of the council, board and administration shall indicate the 
total sum of their salaries and incomes received for their operations at the 
company by dividing them to these separate groups. The same affects the 
social security deductions for these persons. Income of the board members 
shall be shown separately.
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Article 51

(1) The following information shall be given about the stocks or shares 
owned by the company:

1) number of the stocks or shares and the total sum of the nominal value, as 
well as the total sum's ratio in the capital of the company;

2) the number of stocks or shares purchased or sold during the reported 
year, their nominal value and percentage ratio in the capital of the company, 
the lolal sum of buying and selling.

3) purpose for purchasing enterprise's slocks and shares in ihe reported 
year.

(2) Information mentioned in ihe first part of this Article shall be shown 
separately for stocks and shares acquired as a property and those acquired as a 
guarantee.

Article 52

(1) If during the reported year the subsidiary has purchased or sold the 
shares or stocks of the parent company, the parent company shall provide 
information about the nominal value of these stocks or shares and about their 
ratio in the capital of the parent company, as well as buying-selling sum.

(2) Information mentioned in the first part of this Article shall be shown 
separately for stocks and shares acquired as a property and those acquired as a 
guarantee.

Article 53

Changes in the tolal sum of the capital and its distribution shall be shown by 
comparing it with the balance of the previous year.

Article 54

(1) Companies which on the dale the balance sheet is compiled don't 
exceed two standards mentioned in part (2) of this Article, in their annual 
accounts are not obliged to give information required by Articles 44, 45. (1) 
and (2), 49. (1) and (3) and 52. Still they shall reflect the part of the company's 
debts to be paid back at least five years after the balance sheet is compiled, and 
the total volume of company's mortgages.

(2) Standards menlioned in part (1) of this Article are as following:
1) the iotal sum of balance - 0.15 million ECU (converting it to the legal 

lender of the Republic of Latvia correspondingly with the rate determined by 
the Bank of Latvia);

2) net turnover - 0.3 million ECU (converting il to the legal lender of the 
Republic of Latvia correspondingly with the rale determined by the Bank of 
Latvia);
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3) llie average number of employees in the reported 
year - 25.

(3) If the concern or one of the concern's companies doesn't exceed two of 
the standards mentioned in -part 2 of this Article, the first part of this Article 
doesn't affect such concern.

(A) The total sum of the balance mentioned in the second part of this Article 
is made by calculating all asset entries mentioned in Article 10 of this law. The 
average number of employees is determined by calculating the number of 
employees at the last day of every month of the reported year and by dividing it 
with the number of months in reported year.

(5) If the company on the dale the balance sheet is compiled exceeds or 
ceases to exceed two standards of those mentioned in the part (2) of this Article, 
it affects the implementation of the conditions determined by the (1) part of this 
Article only in the case it repeats two consecutive reported years.

(G) The average number of employees through the year shall be reflected in 
the appendix.

CHAPTER 7 

REPORT 

Article 55

1. Report contains information on conditions, that are not included into the 
balance shee!, profit and loss calculations or appendixes, but is important to 
evaluate assets and liabilities of the company, its financial situation and 
financial results of the reporting year, except, when, due to specific 
circumstances, the information might be harmful to the company.
2. Report contains indications on:

2.1. any important events after the end of the reporting year;
2.2. predicted future development of the company;
2.3. research and development.

3. The board report or profit and loss calculation or balance sheet appendixes 
must contain suggestions on the use of company's profit or the cover of its loss.
4. The parent company report has to contain information on the general 
showings according to parts (1) and (2) of this article.
5. If administration of the company considers impossible to proceed without 
introducing special measures like writing off company's debts or additional 
capital investment, a detailed explanation on the matter has to be included into 
the report.
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CHAPTER 8

Annual Report of the Concern 

Article 56

Annual report of the concern contains annual reports of all the companies of 
the concern.

Article 57

The. annual report of the concern contains balance sheet, profit and loss 
calculations and appendix. Annual report of the concern has to be signed with 
the same dale as the parent company's annual report.

Article 58

1. According to Article (4) of the present legislation, annual report of the 
concern consists of the annual reports of the parent company and subsidiaries.
2. Annual report of the concern leflects all the annual profit or loss of the 
concern and the total amount of the assets of the concern. In calculations inner 
profit of the concern and dividends mutually paid off by enterprises of the 
concern are to be subtracted.
3. In the case of transfer of assets between companies of the concern, inner 
profit of the concern is the amount of profit, that is due to the parent company, 
unless assets have been transferred to a purchaser outside the concern or the 
recipient company inside the concern has written off or used the respective 
assel unit.

Article 59

Because of the competition, loss and profit calculations can be made 
according to Article 24.1. , if the day balance is compiled the concern does 
not exceed two criteria mentioned in Article 24.2. Conditions mentioned in 
Articles 24.3. and 24.4. remain in force.

Article GO

1. If the structure of the concern demands it, the annual report can be 
compiled in the form of board report. In that case reason for doing so has to be 
given in the appendix.
2. The concern board report has to present information on mutual debts and 
loans of the companies of the concern. The board report must reflect profit or 
loss of the parent company during the reporting year, as well as assets of the
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company itself. The respective information shall be given on every subsidiary, if 
that concerns participation share of the parent company and if it has not been 
reflected in the annual report of the parent company, presenting evaluation 
according to Article 39. Annual financial results and total amount of the assets 
of the concern shall be additionally presented.
3. Calculating the sums mentioned in the last sentence of the second part of this 
article, the profit and dividends mutually paid by the companies of the concern 
shall be taken off. The conditions determined by the third part of Article 58 
remain in force.

CHAPTER 9

SIGNING AND DRAWING UP OF THE COMPANY'S ANNUAL REPORT

Article 61

(1) The following things shall be reflected in the annual report:
the complete name and address of the company, as well as names and 

addresses of all subsidiaries and affiliated companies. A subsidiary shall show 
the name and address of the parent company in its report, as well as the 
percentage ratio of the parent company's share in the capital of the subsidiary;

for individual company - also the name and address of the owner;
for charter company - also information about the persons with full liability 

and members of managing institutions;
for all kind of statutory companies and other type enterprises - also the 

name, address and occupied post of all board and council members. This 
information shall include also the persons who left their posts within the 
reported year.

(2) The annual report is signed by:
in individual enterprises - by the owner,
in companies with full liability - persons with full liability,
in companies with li.nited liability:
in stock companies - chairman of the board, chairman of the council and 

executive director,
in other companies with limited liability - executive institutions or head of 

the company.
(3) If one of the persons being in charge for signing the annual report or the 

board report considers that it can't be approved or if he has any objections 
about which he wants to inform the participants, he shall point it out by a 
special note.
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CHAPTER 10

AUDIT AND PUBLICATION OF THE ANNUAL AND THE BOARD REPORTS

Article 62

(1) All annual and board reports of the companies shall be obligatory 
subjected to Ihe inspection of auditors. If the company corresponds with the 
two standards mentioned in the second part of Article 54 of this law, the 
inspection is done by the auditors commission of the company. If the 
company's data exceed two standards determined by the above mentioned 
article and its second part, the inspection is done by the certified auditor 
elected in accordance with the Republic of Latvia law "On stock companies". If 
the certified auditor hasn't inspected the annual report, the general meeting of 
stock holders has no authority to approve it.

(2) The annual and board reports of the concern are also subjected to the 
obligatory inspection of certified auditors.

(3) If the amendments to the annual or board report are made after the 
inspection, (lie auditor shall reinspect the amendments. The repeated 
inspection shall be mentioned in the auditor's report on the inspection of the 
annual report.

Article 63

(1) In order to clarify whether the book keeping correspond with the 
fundamental regulations of the book keeping the inspection of the annual 
report shall also include the inspection of book keeping. The inspection shall 
clear out whether the requirements of the law and enterprise's charter are 
observed. Inspecting the annual and board reports of the concern it shall be 
cleared out whether their data matches with the corresponding data of the 
companies of the concern, and particularly whether the information included 
into the annual and board report creates the right impression about the 
economic and financial state of the company or concern.

(2) The legal representatives of the company shall submit the annual report 
arid the board repoit to the auditor just after they are worked out. The auditor 
shall have a possibility to inspect book keeping registers, entries and 
justification documents, as well as the volume of resources and debts, 
especially cash-box, securities' slocks and inventory.

(3) Auditor has a right to demand from the legal representatives of the 
company all information and explanations he needs for thorough inspection. If 
it is necessary he may demand this information also before he has received the 
annual report. If the auditor is inspecting the annual report and the board 
report of the concern, he has a right to request information from the parent 
company and subsidiaries.
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(4) Neither the auditor nor his assistants are allowed to reveal the 
commercial secrets of the company they got to know during the audit

Article 64

(1) The auditor prepares a written report about the results of the inspection 
emphasizing whether the company's book-keeping, annual report, board report 
and correspondingly the concern's annual report and board report agrees with 
the standards determined by the legislation and whether the legal 
representatives of the company have presented the requested information and 
explanation.

(2) If after finishing the audit the auditor has no objections, he submits the 
following auditor's report:

"The book keeping (registers etc.) and the annual report corresponds with 
the standards determined by the legislation. According to the general principles 
of book-keeping the annual report gives a correct and clear impression about 
the enterprise's resources, liabilities and financial stale at the end of the 
reported year, as well as about the profit and looses during the reported year. 
The board report of the company (concern) corresponds with the company's 
(concern's) annual report.

(Signature).

(3) The report signed by the auditor shall be attached to the annual report.

Article 65

(1) If the auditor has objections or explanations necessary to prevent the 
creation of wrong impression, he submits the auditor's report with a note 
reflecting these objections and explanations.

(2) If the auditor's objections are essential, he may refuse from submitting 
the report mentioned in the second part of Article 64. This written refusal and 
justification shall be approved by the auditor's signature.

Article 66

(1) Not later then a month after the annual report is approved and not later 
then four months after the end of the reported year the company or concern 
shall submit to the institutions of the Republic of Latvia State Financial 
inspection and Slate Statistic committee the copy of the annual report, board 
report and, if there is so, the auditor's report with the note when the annual 
report is approved. If the distribution of the profit or cover of the losses is not 
included into the annual report or the board report, the approved copy of the 
stock holders or company participants general meeting' protocol shall be 
submitted showing the distribution of the profit or cover of the losses.
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(2) Companies which are affected by the Article 54 are not obliged to 
submit the board report. In this case the decision on the profit distribution or 
cover of looses shall be reflected in the annual report.

(3) The company which is observing the regulations determined by the 
Article 54 or by the second part of this Article shall attach to the submitted 
annual report the explanation signed by the company's board notifying that the 
regulations determined by the second, the third, the fourth and the fifth part of 
the Article 54 are followed. This explanation shall be approved by the 
company's auditor.

(4) Annual reports of the companies and concerns which are not affected by 
the Article 54 of this law are published by the Republic of Latvia State Financial 
inspection immediately after it is submitted.

(5) Companies and concerns whose operation volume exceeds the criteria 
determined by the second part of the Article 24 of this law are charged for 
publishing of the balance sheet and profit and losses calculations in the edition 
determined by the Republic of Latvia State Financial inspection.

(6) Annual reports and reports submitted to the Republic of Latvia State 
Financial inspection shall be accessible for public, so that anybody who has 
paid the state duty can get them.

Article 67

(1) If the complete company's annual report and report is published or if the 
annual report of the concern is published it shall be done in the form they 
were audited, together with the report of the auditor and a note, if there is one. 
If the auditor had any objections or if he refused to approve the report, this fact 
shall be mentioned explaining the reasons of refusal. If the proposals or 
decisions on the distribution of the profit or cover of the losses are not included 
into the corresponding entries of the balance sheet these proposals and 
decisions shall be published as well.

(2) If the annual report and other documents of the report are not published 
completely, it shall be clearly pointed out that this is a shortened version and 
that the complete annual report is available in the Republic of Latvia State 
financial inspection. The report and note, if there is one, of the auditor shall 
not be included into the shortened publication, but it shall be clearly pointed 
out if the auditor has approved the annual report with objections or has refused 
to approve it.

Article 68

(1) An official of the Republic of Latvia State Financial committee may 
demand any information or documents necessary for deciding whether this law, 
taxes legislation and the charier of a company are observed.
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(2) If the company doesn't submit the documents in accordance with the 
requirements determined by the Articles 66 and 67.1 of this law or do nol 
provide the information or documents in accordance with the first part of this 
article, the Republic of Latvia State Financial inspection fines the company in 
Ihe procedure determined by the legislation.

Chairman of the Republic
of Latvia Supreme Council Analolijs Gorbunovs

Secretary of the Republic
of Latvia Supreme Council Imants Daudiss

October 14, 1992, Riga
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12/3 '93

The Republic of Latvia Supreme Council 
RESOLUTION

On the procedure in which the Republic of Latvia Law 
"On the Privatization of State Dairy Processing 
Enterprises" comes into effect.

The Republic of Latvia Supreme Council has decided: 

To state that:

1. The Republic of Latvia Law "On the 
Privatization of State Dairy Processing Enterprises" 
comes into effect on February 1, 1993.

2. Within two weeks from the moment this law 
comes into effect the Republic of Latvia Council of 
Ministers shall cancel all those decisions and 
resolutions of state administrative institutions 
according to which state dairy processing enterprises 
were transferred to ot^her legal persons as of April 15, 
1993.

3. Within two weeks from the moment this law 
comes into effect, the Republic of Latvia Ministry of 
Agriculture, in accordance with the conditions 
determined by this law, shall make a list of units to 
be privatized and shall regularly update this list.

4. To establish that from the moment the Republic 
of Latvia law "On the Privatization of Dairy Processing 
Enterprises" comes into effect the units to be 
privatized mentioned in the third part of Chapter 1, 
Article 1 and their assets are expropriated only by the 
procedure determined by this law.

5. The Republic of Latvia State Inspection shall 
supervise the fulfilment of Articles 2, 3 and 4 of this 
resolution.

The Republic of Latvia 
Supreme Council Chairman

The Republic of Latvia 
Supreme Council Secretary

Riga, January 19, 1993



LAW OF THE REPUBLIC OF LATVIA

On Privatization of State Dairy Processing Enterprises 

Terms used in the law

Dairy processing enterprise - an independent enterprise 
dealing with processing of milk produced by 
agricultural enterprises, preparation of dairy 
products for sale and their storage.

Company - in this law it stands for joint-stock 
companies, share companies, cooperative companies, as 
well as companies with limited liability.

Assets - part of assets in the ownership of 
various types of companies (stock, shares, asset 
shares).

Individual share assignment - assignment of assets, 
which are transferred to the milk producers' 
cooperative associations without any compensation, to 
the members of these associations.

Privatized unit - state dairy processing enterprise, 
group of such enterprises or former state dairy 
processing enterprise, which according to the decision 
or resolution of state administrative institution, was 
transferred to other legal person by April 15, 1992.

Individually assigned unit - state milk collecting and 
processing enterprise, which is transferred to milk 
producers cooperative associations in accordance with 
the Republic of Latvia Supreme Council law of April 15, 
1992 "On the Privatization of Milk Collecting and 
Processing Enterprises".

Suppliers of milk and its products - in this law units 
to be privatized according to this law which in 1991 
and 1992 delivered milk and milk products to other 
units to be privatized according to this law.



Article 1.

I Qener&l Regulations 

Function and objectives of the law

According to chapters 2, 3 and 4 of this law, the 
following units are intended to be privatized:

1) State enterprises mentioned in Part 4 of the Republic 
of Latvia Supreme Council's resolution of April 15, 
1992 "On the Privatization of Milk Collecting and 
Processing Enterprises";

2) All state dairy processing enterprises, which are not 
claimed by milk producers' cooperative associations 
within two months from the moment this law comes into 
effect, fulfilling the Republic of Latvia Supreme 
Council resolution of April 15, 1992 "On the 
Privatization of Milk Collecting and Processing 
Enterprises" and which are not transferred to these 
milk producers' cooperative associations within six 
months from the moment this law comes into effect 
because these companies have not carried out all 
functions determined by the ownership transfer 
documents;

3) Former state dairy processing enterprises, which
according to the decisions or resolutions of state 
administrative institutions, were transferred to other 
legal persons as of April 15, 1992, except those milk 
collecting and processing units which are determined by 
the Ministry of Agriculture, and according to the 
resolution mentioned in this Article, transferred to 
milk producers' cooperative associations without any 
compensation;

According to the conditions mentioned in Chapter 5 of 
this law, the assets of the milk collecting and 
processing enterprises are individually assigned which, 
according to the resolution mentioned in this Article, 
are transferred to milk producers' cooperative 
associations.

This law does not apply to those state enterprises 
defined by the Republic of Latvia Council of Ministers 
resolution, which fulfil the functions of state reserve 
storage. The Council of Ministers shall adopt this 
resolution within two weeks from the moment this law 
comes into effect.



Article 2. The legal basis for privatization of
dairy processing enterprises

This Law serves as the legal basis for 
privatization of state owned dairy processing plants, 
as does the Republic of Latvia Supreme Council 
resolution of April 15, 1992 "On the Privatization of 
Milk Collecting and Processing Enterprises". Questions 
connected with the privatization of dairy processing 
enterprises not covered by this Law or the above 
mentioned resolution are resolved according to the 
other Republic of Latvia legislative bills.

II Privatization Procedure and Institutions 

Article 3. Procedure of privatization

The process of dairy processing enterprises' 
privatization includes:

1) the formation of privatization commissions -- 
within a month from the moment this law comes into 
effect;
2) the establishment of milk producers' cooperative 
associations within two months from the moment this law 
comes into effect;
3) the valuation of the unit to be privatized within 
six weeks after the privatization commissions are 
approved;
4) the development of a privatization scheme within 
two months after the privatization commissions are 
approved;
5) the approval of a privatization scheme
within a month from the moment a scheme is submitted;
6) the preparation of a draft prospectus of the 
company to be formed within two weeks after the 
privatization scheme is approved;
7) the preparation of a draft charter and other 
necessary documents within two months after the 
privatization scheme is approved;
8) the assignment of assets to the unit to be 
privatized within two months after the assignment is 
announced;
9) the possession of the assets, in the terms 
determined by the privatization scheme;
10) the assembly of the foundation meeting within 
three months after the privatization scheme is 
approved;
11) the registration of the company;
12) the transfer of all documents, no later than two 
weeks from the day the company is registered.



Article 4. Functions of the administrative staff
of the unit to be privatized in the 

privatization process

The administrative staff of the unit to be 
privatized manages the operation of the unit, according 
to the normative documents, and is responsible for the 
maintenance of property, and represents it when dealing 
with the state and other physical or legal persons.

The administrative staff is responsible for 
providing the Privatization Commission with the 
necessary information during privatization and to cover 
the expenditures of the privatization process.

The responsibility and activity of the 
administrative staff of the unit to be privatized 
terminates when the transfer act is signed with the 
newly elected executive institution. This must be done 
within two weeks from the day the company is 
registered.

Article 5. Privatization Commissions, their
composition and formation procedure

The privatization process is organized and managed 
by the Privatization Commission, in accordance with 
this Law and the Republic of Latvia Law 'On the 
Privatization Commissions of State and Municipal 
Property 1 issued on March 17, 1992 Articles 7,8 and 9.

The Privatization Commission is composed of:

1) A MOA expert authorized by the state; he/she is 
chairperson of the Commission;

2) The manager of the unit to be privatized;

3) The manager of the accounting and economic 
department of the unit to be privatized;

4) A non-management representative elected at the 
meeting of employees of the unit to be privatized;

5) A representative of the local government territory 
to which the services of the enterprise to be 
privatized pertains;

6} Not less than 6 representatives of the appropriate 
dairy producers' cooperative associations in the area 
of plant operations, or representatives elected by 
pagast milk producers if the former have not been set 
up. Representatives are elected at a conference of the 
existing associations or milk producers' meetings



situated in the area served by the unit to be 
privatized. The assembly of the conference is 
coordinated by the MOA or the regional agriculture 
department.

The Privatization Commission may involve experts 
in its work who have advisory rights.

To carry out separate functions, the privatization 
commission may form sub-commissions.

The privatization commission of each unit to be 
privatized is approved by the MOA. It shall be done 
within a month from the moment this law comes into 
effect.

The chairperson of the Privatization Commission 
shall ensure the process of privatization in accordance 
with regulations set up by this Law, and is responsible 
that it follows procedures determined by the 
legislation.

Information about the composition of the 
Privatization Commission shall be published in the 
press of that region in which the unit to be privatized 
operates.

Article 6. Functions of the Privatization
Commission

To valuate the property of the unit to be 
privatized according to Article 16 of this law, within 
six weeks from the moment the Privatization Commission 
is approved.

To prepare or organize a competition to prepare a 
privatization scheme according to Article 13 of this 
law within two months from the moment Privatization 
Commission is approved, and submits it for approval to 
the Latvian Republic Ministry of Agriculture.

After approval of the scheme, the Privatization 
Commission carries out implementation activities:

1) To prepare, within two weeks, a founding 
prospectus for the company according to Article 14 of 
this Law;

2) Within two weeks, inform the staff of the 
enterprise to be privatized, milk producers' 
cooperative associations, the pagasts located in the 
zone, and others about the amount of asset shares 
distributed to them and existing conditions;

3} To prepare, within two months, the draft charter



and other required founding documents of the company to 
be formed, according to Article 15 of this Law;

4) To open an account in the bank for capital 
deposits and to organize the payment process;

5) To organize signing for the assets of the company, 
according to Article 20 and 21 of this Law;

6) To assemble the foundation meeting of the company.

The Privatization Commission terminates its 
activities when the newly established company is 
registered at the Republic of Latvia Register of 
Enterprises, and when the document transfer statement 
is signed by the Privatization Commission and executive 
institution of the company. This statement shall be 
signed just after the signing of the business transfer 
statement.

Article 7. Functions of the Ministry of Agriculture
in the process of dairy processing 
enterprises privatization

The Ministry of Agriculture is the institution 
responsible for the privatization of dairy processing 
enterprises and is the organizer and coordinator of 
this process.

To ensure the process for privatizing dairy 
processing enterprises, the MOA:

1) Appoints, in the name of the state, a 
representative to the Privatization Commission of the 
unit. This representative is a MOA specialist. He 
serves as the chairman of the Privatization Commission;

2) Within a month from the moment this law comes into 
effect in the former state dairy processing enterprises 
which, according to the decisions or resolutions of 
state administrative institutions, were transferred to 
other legal persons by April 15, 1992, determines the 
asset share retained by these legal persons in 
accordance with the conditions mentioned in Article 17 
point 3 of this Law;

3) If necessary, within a month from the moment this 
law comes into effect, prepares the justification for 
the capital assets retained by the state in the units 
to be privatized according to the capital assets 
distribution set up in Article 17 of this law, and is 
obligatory for the enterprise Privatization Commission;

4) Coordinates the distribution of the capital of the 
companies to be formed among separate units to be



privatized corresponding to the amount of mutually 
supplied milk according to the conditions mentioned in 
Articles 16 and 18 of this Law;

5) Considers questions of conflict connected with the 
privatization of dairy processing enterprises;

6) Within a month after submission, considers and 
approves privatization schemes, ensuring their 
conformity to this law; informs privatization 
commissions about any apparent inconsistencies.

Article 8. Functions of the pagaste in the process 
of the privatization of dairy processing 
enterprises.

If there is no milk producers' cooperative association 
in a pagast, or if the territory of a pagast is not 
covered by the operations of any milk producers' 
cooperative association, the board of the pagasts:

1) Within 15 days from the moment this law comes into 
effect, ensures the nomination of pagasts 
representatives to the enterprises' privatization 
commissions at pagasts meetings of milk producers and 
informs the regional agricultural department of 
nominees selected;

2) Within two months from the moment this law comes 
into effect, ensures the establishment of pagasts milk 
producers' cooperative association.

Article 9. Privatization meeting

Eligible participants in the privatization meeting 
are:

1) Natural and legal persons, or authorized persons 
who, according to Article 21 of this law, have signed 
and paid for the assets of the enterprise to be 
privatized;

2) Authorized representatives of those units to be 
privatized for which capital assets are reserved for 
milk supplied;

3) Persons, or their authorized representatives who, 
according to privatization scheme, retained their 
rights to the part of capital assets of the unit to be 
privatized, or receive them without any compensation;

Capital assets reserved for other units to be 
privatized for the milk supplied in the privatization 
meeting are represented by:



1) A person authorized by the company, if the company 
is already established on the basis of the unit to be 
privatized;

2) A person authorized by the privatization 
commission if the company is not yet established on the 
basis of the unit to be privatized.

Each participant (him- or herself, or through 
proxies) of the meeting shall represent not less than 
2% of the basic capital of the company identified in 
the privatization scheme. Each milk producers' 
cooperative association has a right to participate at 
the privatization meeting if it has signed for the 
capital assets of the unit to be privatized and has 
paid for them in the procedure determined by the 
privatization scheme. If a person has signed for more 
than 2% of capital assets, it can send proportionally 
more authorized representatives.

The meeting is valid if it is announced in 
district newspapers not less than 15 days before it 
takes place and if the representation at such announced 
meeting corresponds with the founding conditions of the 
statutory company envisaged by the privatization 
scheme. If the privatization scheme envisages 
foundation of a cooperative company or their 
association, the meeting is valid if not less than half 
of the persons mentioned in the first part of this 
Article are represented.

If the announced meeting is not valid due to the 
lack of capital represented, another meeting shall be 
called within a month, using the same procedure, which 
is valid if not less than half of the basic capital is 
represented. This condition does not apply to 
cooperative companies and their associations.

The privatization meeting:

1) Considers the report of the Privatization 
Commission on its work;

2) Discusses and approves the draft charter of the 
company to be formed, prepared by the Privatization 
Commission. Decision on that issue is adopted by a 
simple majority vote according to the assets owned. 
Establishing the cooperative company or their 
association, the decision on this issue is adopted in 
the procedure determined by the Republic of Latvia law 
of August 6, 1991 "On Cooperative Companies";

3) Elects management institutions of the company 
according to the procedure determined by the charter 
and makes decisions on other issues concerning



operation of the company.

Article 10. Registration of the company

The registration of the company formed on the 
basis of privatized dairy processing enterprise is 
carried out according to the procedure determined by 
the Republic of Latvia Law of November 20, 1990 "On the 
Registration of State Enterprises".

To register the company, the following documents 
shall be submitted:

1) A registration application;

2) A charter signed by elected members of executive 
institutions of the company, the chairperson of the 
meeting, and a secretary;

3) A list of capital assets owners;

4) A copy of the minutes of the company's foundation 
meeting;

5) Documents proving payments and investments 
concerning the foundation and registration of the 
company.

Article 11. Property and liabilities of the unit to 
be privatized

The state enterprise ceases to exist at the moment 
when the business transfer statement is signed, and its 
rights and liabilities are taken over by the company.

After the registration of the company and business 
transfer statement signing all property of the 
privatized unit to the company, except denationalized 
property and property which shall be returned to its 
legal owners, as well as dwelling houses and apartments 
which shall be taken over by the local governments and 
later privatized in accordance with a special law.

The company shall fulfil the liabilities of the 
privatized unit in the procedure determined by the 
Republic of Latvia legislation.

Article 12. Settlement of disputes

The Privatization Commission of the unit examines 
complaints on the conformity of assets distribution 
with this law, as well as questions of conflict 
connected with the privatization of the unit. If 
agreement is not reached the issues are reviewed by the 
Ministry of Agriculture. If agreement is not reached



there, the question is considered in court at the 
request of the interested person.

Ill DOCUMENTS FOR PRIVATIZATION OF DAIRY PROCESSING
ENTERPRISES

Article 13. Privatization scheme

The privatization scheme shall include:

1) The name of the unit;

2) Information pertaining to its location;

3) A balance sheet of the previous operational year 
of the unit, analysis and evaluation of its economic 
and financial operations during the last three years;

4) An inventory list of the enterprise including its 
determined value;

5) The characteristics and justification of the 
chosen type of the company, prospective business plan 
and structure;

6) Distribution of assets according to Article 17 of 
this Law;

7) Regulations concerning sale of assets (dates, 
discounts, means of payment) worked out in accordance 
with Articles 18, 19 and 20 of this Law;

8) A list of the obligations to be transferred to the 
company to be formed according to their status at the 
moment this Law corned into effect;

9) Implementation dates for the privatization scheme 
and its phases.

The prepared privatization scheme is approved by 
the Ministry of Agriculture, and only the Ministry has 
the right to make amendments in the approved 
privatization scheme.

Article 14. The prospectus of the statutory company 
to be formed

The prospectus of the company to be ( formed shall 
include the following information:

1} The name and structure of the unit to be 
privatized, its capacity;

2) The amount of the basic capital, number of 
asset shares and their nominal value;



3) The distribution of assets;

4) The conditions, procedure, and payment schedule 
for assets and discounts for share purchases;

5) The type, name, location, objectives of operation 
of the company to be formed, address, phone number, and 
reception hours of the Privatization commission;

6) The management structure of the company to be 
formed, and the procedures of its formation;

The prospectus of the unit to be formed must be 
published in a newspaper of that region.

Article 15. Charter of the company

The charter of the company to be formed shall 
include the requirements of this law, and it shall be 
elaborated in accordance with the Republic of Latvia 
Law on the chosen type of company. In the charter of 
the company, the following shall be envisaged:

1) That the company is an open entity for milk 
producers' cooperative associations;

2) One authorized representative of the MOA shall be 
included into the Board of the company, but in 
joint-stock companies also in the council of 
share-holders, it is not obligatory for him/her to 
be a member of this company, but has the same 
rights as the members of these institutions;

3) That all dairy producers' cooperative companies 
operating in the area served by the privatized 
unit have the right to invest into the company 
the dairy processing enterprises owned by this 
cooperative company in the form of tangible 
investment within two years from the day the newly, 
formed company is registered. In this case the 
basic capital of the company and number of asset 
shares shall be increased by the value of invested 
assets, granting these shares to the dairy 
producers' cooperative association. Other forms 
of joining the company may be envisaged by the 
charter;

4) Rights of the dairy producers' cooperative 
association to form a union of cooperative 
associations investing the capital shares of the 
privatized unit owned by the association. The 
association of the cooperative association becomes 
a member of the company;

5) Opportunities to involve other local and foreign 
investors in the company or to form various types



IV

of joint ventures with them.

THE PROCEDURE OF THE VALUATION AND PURCHASE OF THE 
UNIT TO BE PRIVATIZED

Article 16. Valuation of the assets of the unit to 
be privatized and the determination of 
the company's basic capital

The unit to be privatized is valuated in 
accordance with the conditions determined by the 
Republic of Latvia Supreme Council resolution of April 
15, 1992 "On the Privatization of Dairy Collecting and 
Processing Enterprises". The value of assets to be 
denationalized and returned to their legal owners 
according to the Republic of Latvia Laws, as well as 
the value of dwelling houses and apartments is not 
included into the determined value of the unit.

The sum of such determined value of the unit and 
capital shares owned in other units to be privatized 
according to Article 18 of this Law forms the basic 
capital of the company to be formed.

Article 17. The distribution and determination of 
the basic capital

The distribution of the basic capital is a part of 
the privatization scheme and determines which capital 
shares of the unit to be privatized may be obtained by 
various groups of persons.

The following groups of persons have the right to 
obtain the capital shares of the unit to privatized:

1) Not less than 70% of the basic capital of milk 
producers, and milk and milk products suppliers;

2) Not more than 10% of the basic capital of the 
employees of the units to be privatized;

3) Not more than 20% of the basic capital of other 
persons, as well as for the redistribution of the 
assets of the assets of the unit to be privatized.

In the units mentioned in Article 1, Part 1, 
Section 3 of this Law transferred to other legal 
persons, the MOA, within a month from the time this Law 
comes into effect determines the capital share retained 
by these persons corresponding to the assets invested 
by these persons valuated in the comparative prices, 
considering the use of profit gained from the units to 
be privatized in the period when the unit was managed 
by the above mentioned legal persons. The other part 
of the basic capital in these units to be privatized is

/



distributed according to the conditions determined by 
Part 2 of this Article.

Article 18. Distribution of basic capital among milk 
producers, and milk and milk products 
suppliers

Capital assets shall be distributed among milk 
producers, and milk and milk products suppliers 
proportionally to the amount of milk that they have 
delivered for processing to the unit to be privatized 
during years 1991 and 1992. The mutual deliveries of 
milk and milk products (converted into conceptual milk) 
among units to be privatized are deleted and the amount 
of basic capital to be reserved is determined only 
considering the difference in the amount of mutual 
deliveries.

Asset shares of the unit to be privatized 
distributed to milk producers in the privatization 
scheme shall be divided among dairy producers' 
cooperative associations according to the amount of 
milk delivered by the producers of the pagasts served 
by these associations.

Asset shares distributed for milk and milk 
products supplies shall be included into the value of 
the basic capital.

Article 19. Assets to be distributed to the 
employees of the dairy processing 
enterprise

Asset distribution to employees of the unit to be 
privatized and the procedure of distribution is 
determined by the Privatization Commission in the 
privatization scheme.

The Privatization Commission may form a 
subcommission to implement the distribution.

Article 20. Conditions for purchase of assets

The following discount levels for purchasing asset 
shares (stocks) may be envisaged at the privatization 
scheme:

The first level -- discounts up to 75% of the asset 
shares' nominal value - for milk producers cooperative 
associations which did not have a milk collecting and 
initial processing enterprises transferred to them 
according to the Republic of Latvia Supreme Council 
resolution of April 15, 1992 "On the Privatization of 
Dairy Collecting and Processing Enterprises".



The second level - discounts up to 50% of the asset 
shares' nominal value - for other milk producers' 
cooperative associations.

The third level - discounts up to 25% of the asset 
shares' nominal value for the employees of the unit to 
be privatized.

The fourth level - no discounts are available for other 
persons.

For assets purchased in excess of those 
proposed in the privatization scheme discounts are 
reduced by one step according to Part 1 of 
this Article.

In the privatization scheme, the Privatization 
Commission may envisage the rights of milk 
producers' cooperative associations to make 
payments for their asset shares for a period up 
to 5 years.

Article 21. Organization of the signing process

Signing for asset shares in the unit to be 
privatized shall be carried out in two phases.

The first phase of signing, as determined by 
the framework of asset shares distribution 
determined by the privatization scheme, shall be 
carried out within a month from the moment the 
prospectus of the company is published and the 
signing is announced.

The signed asset shares shall be paid off in 
the procedure determined by Article 20 of the 
Republic of Latvia Law "On Stock Companies" 
irrespective of the company's type and considering 
the discounts determined by the approved 
privatization scheme. The signed asset shares may 
be paid off by using privatization certificates.

Asset shares not signed for during the first 
phase are offered to other subscribers of the same 
group during the second stage. The second phase 
shall not exceed one month.

Asset shares not signed for during the first two 
phases are retained by the state, and after the company 
begins its operation shall be sold according to the 
procedure determined in the company's charter for an 
amount for which the state does not keep more asset 
shares than envisaged by the privatization scheme.



Article 22. Use of the funds obtained

Funds obtained during the sale of the unit's asset 
shares shall be transferred to other companies 
corresponding to the amount of assets they own in the 
unit to be privatized.

Other funds obtained during the sale of asset 
shares are transferred to the special production 
development fund of the company to be formed, which is 
used only for the reconstruction and development of 
company's production basis.

V INDIVIDUAL ASSIGNMENT OF SHARES REGAINED BY DAIRY
COOPERATIVE ASSOCIATIONS AND GUARANTEES OF STABILITY

FOR THE PRIVATIZATION PROCESS

Article 23. Distribution of assets regained by
dairy cooperative associations without 
any compensation

If the service area of the unit regained by the 
dairy cooperative associations without compensation 
according to the Republic of Latvia Supreme Council 
resolution of April 15, 1992 "On the Privatization of 
Milk Collecting and Processing Enterprises" covers the 
operational zones of several pagasts dairy cooperative 
associations, then the dairy cooperative association of 
these pagasts or the union of these associations shall 
be formed on the basis of this unit, determining asset 
distribution according to the conditions of Article 18 
of this law.

Article 24. Individual assignment of assets regained 
by dairy cooperative associations 
without compensation

Dairy cooperative associations on the territory of 
which the dairy associations existed prior to the 
nationalization of 1940 and the former share-holders or 
their heirs who have claimed for their shares in 
accordance with the conditions determined by this 
chapter and have proved validity of their claims, shall 
grant to these persons without compensation the same 
number of shares they owned in that dairy association 
before the nationalization of 1940. Losses caused by 
granting the shares without compensation and admitting 
the former share owners or their heir as the members of 
dairy cooperative associations, shall be covered by the 
revenues of company's activities.

Dairy cooperative associations which, according to 
the mentioned resolution gained state dairy collecting 
and processing enterprises without compensation shall 
individually assign the corresponding part of asset



shares in two phases:

1) According to the situation on 01.01.94., 
individually assign half of the state property assets 
transferred to the company without compensation. It is 
done by adding the mentioned asset value to the basic 
capital of the company and correspondingly increasing 
the number of shares or their nominal value. Basic 
capital shall include also those shares which are 
obtained after the formation of the company (its 
reestablishment) for milk produced according to the 
charter of the company, as well as those shares granted 
to the former members of dairy associations or their 
heir;

2) According to the situation on January 1, 1995, 
individually assigns the other part of state asset 
value transferred to the company without compensation 
in the procedure envisaged for the first phase of 
assignment.

State property transferred to the cooperative 
society without compensation cannot be expropriated 
during the period that assets are not individually 
assigned. In case the company is liquidated, whether 
voluntarily or involuntarily, state property previously 
transferred to the statutory company without 
compensation, or assets which have not been 
individually assigned, must be returned to the state.

Article 25. Guarantees for stability of the 
privatization process

If the company founded on the basis of the unit to 
be privatized in accordance with this law and the 
resolution mentioned in this chapter or the company 
which has received state dairy collecting and 
processing enterprise without compensation,terminates 
its activities during the first three years of business 
activities, it provides the state with the first option 
to purchase, compensating the members of the company 
only to the extent of their invested capital.

Chairman,
Republic of Latvia 
Supreme Council

Secretary, 
Republic of Latvia 
Supreme Council

Riga, January 19, 1993



Draft
Submitted for the final reading
21/5/93

THE REPUBLIC OF LATVIA LAW 
ON THE PRIVATIZATION OF STATE OWNED BAKERIES

CHAPTER 1. GENERAL REGULATIONS

Article 1. Performance and Objectives of the Law

State owned bakeries shall be privatized in accordance with this law. 

Article 2. Legal Base for the Privatization of State Owned Bakeries

This law and the Republic of Latvia law of June 10, 1992 "On the Evaluation 
Procedure of State and Local Governments Owned Units (Enterprises) and their 
Assets", the Republic of Latvia law of July 7, 1992 "On the Transformation of State 
and Local Government Owned Enterprises into Statutory Companies", the Republic of 
Latvia law of May 18, 1993 "On the Privatization of Meat Processing Enterprises" 
serve as the legal basis for the transformation and privatization of state owned 
bakeries. Issues connected with the privatization of bakeries and not discussed in 
these laws shall be considered in accordance with other legislative acts of the Republic 
of Latvia.

CHAPTER 2. PRIVATIZATION PROCEDURE 

Article 3. Privatization Procedure

State owned bakeries shall be privatized following the procedure determined 
by the Republic of Latvia law of May 18, 1993 "On the Privatization of Meat 
Processing Enterprises" Articles 3-12, 14-18, observing the regulatons of this law.

Article 4. Units to be Privatized

During the establishment process of state statutory companies, on the basis of 
already existing individual production units of state owned bakeries which shall be 
technologically and structurally separated, independent economic units are formed by 
the Privatization Commission and later privatized as separate units.
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Article 5. Distribution of the Base Capital

The Privatization Commission determines the particular distribution of shares 
to the following groups of candidates, observing the following proportions:

1) pension fund -- 5-10% of shares;

2) employees - 10-25% of shares;

3) a common share to other entrepreneurs - 65-85%,of shares.

Chairman, Supreme Council 
Republic of Latvia

Secretary, Supreme Council 
Republic of Latvia



THE REPUBLIC OF LATVIA LAW

On Latvia's Grain Market and State Grain Reserve

Terms used in the law;

Grain - the interpretation of grain and grain products in this law.

Latvia's grain market - the entire range of relations among independent grain 
producers, cattle-breeding products producers, grain keepers and processors, 
bread producers and sellers, as well as consumers serving as independent 
economic units.

State grain consumption and production balance-sheet - the document 
which indicates the needs of various consumers for grain, including grain for 
human consumption, showing the structure, quality, and amount of this 
demand, and sources of its fulfilment, including grain import, as well as 
volume of grain production, its structure, quality, and use of grain, including 
export.

State grain reserve - state owned grain and seeds stocks which may be used 
only in the cases envisaged by the law to supply residents with grain and its 
products.

CHAPTER 1 GENERAL REGULATIONS 

Article 1. Objectives of the Law

The objective of this law is to create preconditions for the establishment of 
Latvia's grain market and its operational capacity, promoting to the maximum 
extent its fulfilment with Latvian domestic grain and self-sufficiency in grain 
and its products, as well as ensuring the protection of consumer rights.

Article 2. Latvia's Grain Market and State Influence on It

1. Independent entrepreneurs acting as independent economic units are freely 
operating in Latvia's grain market, within the framework determined by this 
law and other the Republic of Latvia laws.

2. The role of the state in grain market regulation is to ensure Latvia's grain
producers the possibility to sell the grain they have produced, as well as carry 
out activities for domestic grain market stabilization, and in the long run to 
ensure the conformity between grain supply and demand.



3. The state influences the grain market by using:

1) state grain production and consumption balance;

2) state grain reserve;

3) state control over trade through the mediator institutions 
envisaged by the law and within the determined authority;

4) production volume quotation and determination of state guaranteed 
grain sale prices;

5) target subsidies;

6) state inspection for grain quality.

CHAPTER 2 INSTITUTIONS FOR LATVIA'S GRAIN MARKET_____ 
REGULATION

Article 3. The Functions of the Republic of Latvia's State Administrative 
Institutions in Implementing State Grain Policy in Market 
Regulation

(1) The Republic of Latvia legislative institution carries out the following:

1) annually determines the volume of state resources allocated to the State 
Grain Bureau for State Grain Reserve purchase and storage and to 
carry out the state functions, and determine its sources;

2) corresponding to state budget opportunities, if necessary, grants
resources for the implementation of grain production target programs 
in the form of subsidies, credit discounts or otherwise.

2. The Republic of Latvia Government:

1) annually, by November 1, considers and approves a year's balance- 
sheet of Latvia's grain production and consumption, including the 
permissible volume of foreign trade, as well as the level of state 
guaranteed sale prices for grain. Amendments to these documents may 
be made by the Government according to the recommendation of the 
State Grain Bureau, but if amendments are proposed by another 
institution, then after the State Grain Bureau assessment is received;

2) approves import and export customs taxes for grain
at the recommendation of the State Grain Bureau, but if another 
institution has made a proposal, then after assessment by the State 
Grain Bureau is received;



3) following the regulations of this law and other the Republic if Latvia 
laws, elaborates and approves the law on the State Grain Reserve.

(3) The Republic of Latvia Ministry of Agriculture: 

1) develops Latvia's grain policy within the framework of the general 
state agrarian policy;

2)

3)

prepares proposals for grain production target programs; 

in accordance with this law establishes the Latvia State Grain Bureau; 

4) in accordance with this law elaborates and approves regulations on:

a) trade in grain;

b) the creation, accumulation and use of resources needed for 
regional grain production regulation;

c) state grain inspection. 

Article 4. The State Grain Bureau

(1) The State Grain Bureau is a non-profit state organization subordinated to the 
Republic of Latvia Ministry of Agriculture, which in accordance with this law 
and other legislative acts of the Republic of Latvia implements grain policy 
determined by the state, and on behalf of the state operates with the State 
Grain Reserve, ensuring the high quality of routine turnover and maintenance.

(2) To ensure the demand for domestic grown grain and to maintain stable grain 
prices, as well as to ensure the storage of grain surplus, the State Grain Bureau 
carries out the following:

1) determines Latvia's demand for grain and its opportunities to
fulfill this demand by using domestic grain for current and future 
periods;

2) analyzes and forecasts the formation of Latvia's grain market prices,
determines the expenses needed for the State Grain Reserve's purchase 
and storage and prepares recommendations to determine the level of 
these prices;

3) regulates foreign trade in grain according to the procedure determined 
by the Republic of Latvia administrative institutions;

4) ensures the quality of grain products and the protection of consumer 
interests;



5) organizes the purchasing and storage of the State Grain Reserve;

6) organizes the work of the State Grain Inspection;

7) may be in charge of other functions as specified by the Republic of 
Latvia Government or in the procedures determined by it.

(3) The State Grain Bureau has the rights to:

1) in accordance with this law, operate with the State Grain Reserve and 
with the resources needed for its formation and for storage;

2) issue licenses for grain import and export in Latvia, establishing 
competition, if necessary;

3) advise the Republic of Latvia Government on making
amendments in the annual balance-sheet of Latvia's grain production 
and consumption approved for the recurrent year, including the 
volume of foreign trade;

4) propose amendments to grain import and export tariffs in the 
procedure determined by the law;

5) carry out other functions determined by this law or by the Republic of 
Latvia Government associated with the grain market.

(4) State grain inspection is acting as an independent institution in accordance 
with the regulations approved by the Republic of Latvia Ministry of 
Agriculture and it is structurally subordinated to the State Grain Bureau.

Article 5. State Grain Bureau Administration

(1) The State Grain Bureau is directed by the State Grain Bureau Council and the 
management appointed by it.

(2) The State Grain Bureau Council consists of the Ministry of Agriculture's
representatives and one representative each from the Foreign Trade Ministry, 
the Ministry of Finance, the Ministry of Defense, Latvia's grain producers, the 
Latvian Joint Activities Central Association "Turiba", the Latvian 
Independent Trade Union association, representatives of Latvian bread 
producers, as well as the director of the State Grain Bureau.

After the representatives of the above mentioned organizations are appointed, 
the Council is approved by the Republic of Latvia Government.



(3) The State Grain Bureau Council is responsible for:

1) compiling the annual balance-sheet of grain production and
consumption, and submitting it for approval to the Republic of Latvia 
Government;

2) making decisions on the state grain reserve's sale and purchase, 
according to the procedure determined by the Republic of Latvia 
administrative institutions;

3) distribution of foreign trade quotas;

4) the control of state budget resources allotted for the formation of the 
State Grain Reserve and its storage;

5) the supervision of the economic activities of State Grain Bureau- 
including approval of the business plan, and the management of 
budgets and reports;

6) the approval of the State Grain Bureau management staff - at the
recommendation of the director, as well the determination of salaries 
for these persons, within the framework of the adopted management 
budget of the State Grain Bureau.

(4) The activities of the State Grain Bureau are managed by its director appointed 
by the Republic of Latvia Government. The director is also the supervisor of 
the state owned property managed by the State Grain Bureau.

(5) State Grain Bureau management is responsible for the fulfilment of all other 
State Grain Bureau functions which are not the responsibility of the State 
Grain Bureau Council. . B

Article 6. The Material Base of the State Grain Bureau

The State Grain Bureau covers its expenses from the state budget resources 
allotted for the purchase and storage of the State Grain Reserve and for 
carrying out the functions determined by this law, as well as from the 
resources gained from its economic activities.

*

CHAPTER 3.STATE GRAIN BALANCE AND TRADE IN GRAIN

Article 7. State Grain Consumption and Production Balance and Trade in 
Grain

(1) The state grain production and consumption balance-sheet is annually prepared 
by the State Grain Bureau by October 1; by November 1 it is approved by the 
Republic of Latvia Government, concurrently determining the volume of grain 
import and export.
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(2) Grain import may not exceed the volume and assortment needed to meet the 
demand which is not fulfilled by Latvian domestic production in the current 
year.

Article 8. Organization of Trade in Grain

(1) All those entrepreneurs, whose registered operations include trade in grain and 
who are acting in accordance with this law and other the Republic of Latvia 
legal acts, may trade grain. Those grain traders who are selling the grain 
purchased from other persons shall be registered at the State Grain Bureau. 
While trading grain, the regulations approved by the Republic of Latvia 
Ministry of Agriculture basing on the requirements of this law and the 
Republic of Latvia law of October 28, 1992 "On the Protection of Consumers 
Interests" shall be observed.

(2) Each grain trade operation is certified in accordance with the form determined 
by the Republic of Latvia Ministry of Agriculture. In the case of foreign trade 
a note on the settlement of customs duties shall be included. A purchaser and 
a seller shall keep this document for at least two years.

(3) In the case of human consumption grain trade, the above mentioned document 
shall be supplemented with the certificate issued by the laboratory for grain 
quality examination showing the results of grain analysis. This analysis may 
be done by any laboratory which has received the permission of the State 
Grain Inspection.

(4) In the case of foreign trade, this analysis shall be done by the State Grain 
Inspection.

(5) The Grain seller shall transfer 3% of the sum involved in the business (that
concerns any volume of grain, animal feed produced from the grain, flour and 
groat he has sold) to the fund of grain production regional equal'zation 
determined in Article 11 of this law. It is done following the procedure 
determined by the Ministry of Agriculture.

Article 9. Organization of Foreign Trade in Grain

(1) Grain import and export volume is regulated by grain consumption and 
production balance-sheet and customs duties.

(2) Licenses for import -- export operations are issued by the State Grain Bureau 
within the framework of grain consumption and production balance-sheet 
approved by the Republic of Latvia Government. If the volume of grain 
anticipated to be sold by an entrepreneur exceeds 1000 tons in a year, this 
entrepreneur shall participate in a competition for obtaining rights to foreign 
trade in grain organized in accordance with the regulations approved by the 
Republic of Latvia Ministry of Agriculture.



(3) If the annual volume of foreign trade exceeds the import - export operations 
volume approved by the Republic of Latvia Government, the State Grain 
Bureau may initiate changes in the volume of foreign trade in grain, if needed. 
These proposals are considered by the Republic of Latvia Government.

Article 10. General Regulations for Foreign Trade in Grain

(1) Foreign trade in grain is carried out in accordance with the regulations 
approved by the Republic of Latvia Ministry of Agriculture.

(2) In foreign trade, only certified grain import and export is allowed. Certificates 
shall identify the chemical and biological quality of the grain, as well as their 
technological characteristics. These certificates shall correspond with 
international standards.

(3) Grain and its products in foreign trade are taxed with import and export duties, 
thereby promoting the consumption and production balance. Customs tariffs 
are approved by the Republic of Latvia Government following the proposal of 
the State Grain Bureau and Customs Tariffs Council.

(4) If grain is brought to the state for processing on the basis of concluded 
contracts or as transit, goods, it is levied with a security charge within the 
volume determined by the Republic of Latvia Government, which is paid back 
when these transit goods or finished products are brought out.

(5) 50% of the resources obtained from customs duties shall be envisaged for
budget assignments allotted for the implementation of grain production target 
programs.

Article 11. Regional Regulation of Grain Production

(1) To ensure grain production in areas needed, as well as to equalize the different 
conditions for grain production, the Republic of Latvia Ministry of Agriculture 
establishes the fund of grain production regional equalization. The Republic 
of Latvia Ministry of Agriculture shall approve the regulations on its 
establishment and use. Payments from this fund to particular producers shall 
be done by the state agricultural department institution of the relevant region, 
in accordance with the regulations.

(2) The grain production regional equalization fund is used in accordance with the 
regulations mentioned in this Article, determining the additional payments to 
grain producers for the areas used for grain and the areas actually harvested. 
Additional payment is determined for those grain cultures and sorts which are 
economically more useful in their specific region, and of a volume that allows 
the reduction of regional differences in the conditions of grain production.

(3) Grain production regional equalization fund is made of allocations from the
grain sale determined by Article 8 of this law and these resources shall be used 
only for grain production regional regulation.



CHAPTER 4 THE STATE GRAIN RESERVE

Article 12. Formation of the State Grain Reserve, Its Volume

(1) The State Grain Reserve is formed to guarantee the permanent fulfilment of
consumers' demand for grain, as well as to regulate the state grain market. The 
State Grain Reserve nominal consists cf:

1) human consumption grain reserve ~ 250 thousand tons;

2) grain-crops seeds reserve - 10 thousand tons.

The above mentioned volume of the state grain reserve shall be reached in five 
years, annually purchasing at least 20 percent of this volume. While this 
volume is not achieved, the Republic of Latvia legislative institution, while 
approving the annual state budget, annually determines the v,..-.iime of 
resources needed to replenish the State Grain Reserve and their sources.

(2) Grain forming the State Grain Reserve is the property of the state. The 
purchase and storage of the State Grain Reserve is financed from the state 
budget. The volume of financing and its sources is determined by the 
Republic of Latvia legislative institution, observing the volume of resources 
gained from the replenishing of already existing state grain reserve, during the 
approval of the state budget for a recurrent year.

(3) The State Grain Bureau manages the State Grain Reserve and state resources 
allotted for its purchase and storage in accordance with the procedure 
determined by this law and other the Republic of Latvia legal acts.

(4) The procedure and use of the State Grain Reserve for other grain products is 
determined by other the Republic of Latvia legal acts.

Article 13. The Use of the State Grain Reserve

(1) The State Grain Reserve is used to guarantee consumers the provision of grain, 
and mainly for the stabilization of Latvian grain market.

(2) If necessary, the State Grain Bureau Council may decide to sell from the State 
Grain Reserve, but not exceeding 30% of the reserve's nominal volume and 
for prices that ensure the renewing of the reserve at least in half a year's time.

(3) Within the framework of its resources, the State Grain Bureau may
additionally purchase grain in the domestic market, but not exceeding 30% of 
the reserve's nominal volume and for prices that ensure the sale of this grain 
without any losses in half a year's time after the grain is purchased, if the 
volume of State Grain Reserve determined by this law is exceeded. If prices 
on grain in Latvia's grain market fall down under the price level guarantied by

8



(4)

the Republic of Latvia Government decision, the State Grain Bureau shall 
ensure the purchase of grain for the state grain reserve for the prices consistent 
with the guarantee price level.

Any deviation from the above mentioned regulations or the use of State Grain 
Reserve in the cases not envisaged by this law is allowed only with the 
Republic of Latvia Council of Ministers' permission.

Chairman, Supreme Council 
Republic of Latvia

Secretary, Supreme Council 
Republic of Latvia

A.Gorbunovs

I.DaudiSs

Riga, May 18, 1993



THE REPUBLIC OF LATVIA 
SUPREME COUNCIL

DECISION

On the Procedure in which the Republic of Latvia Law "On Latvia's Grain 
Market and State Grain reserve" Comes into Effect

The Republic of Latvia Supreme Council decides:

1. To establish that the Republic of Latvia law "On Latvia's Grain market and 
State Grain Reserve" comes into effect at the moment it is published.

2. To enact the Republic of Latvia Government to ensure the elaboration and 
approval of regulations mentioned in Article 3 of this law, by August 1, 1993.

Chairman, Supreme Council 
Republic of Latvia

Secretary, Supreme Council 
Republic of Latvia

A.Gorbunovs

I.DaudiSs

Riga, May 18, 1993
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Draft 
28.01.93.

Law of the Republic of Latvia
on Latvian grain market and 
State grain reserve

Terms used

Grain - in the context of the current Law, grain and grain products

Latvian grain market - a(unified)system, which comprises as independent 
economic units independeTfTpFoducers of grain, live-stock product producers, 
storers and processors of grain, bakers and sellers of bread, and consumers.

State grain consumption balance - a document containing data on the amount 
of grain necesgary for consumption, including grain for bread, according to 
structure and quality, and sources available to satisfy the demand, including 
imports.

State grain production balance - a document determining the amount of grain 
to be produced, its kind (struktura) and quality, and usage, including exports.

Section 1. General Regulations

Article 1. Goals or the Law

The goal of the Law is to create preconditions for the formation of the Latvian 
domestic grain market, facilitating local supplies.

Article 2. Latvian grain market

2.1. In the Latvian grain market entrepreneurial companies formed on the basis of 
different property forms operate freely as independent economic units.

2.2. Foreign trade is controlled by state institutions according to provisions of the 
current Law within the limits of their competence.



fOB ^ r ,

Article 3. State impact on the grain market
^s

3.1. The state is assigned bv /economic: methods to ensure a balance between grain yJJ- 
supply anddemand in the long run.

3.2. The state controls foreign trade, state grain reserves, and, if necessary, 
allocates subsidies for specific purposes.

3.3. The application of other means of influence not provided by the Law is 
inadmissible.

Section 2. State grain balance and foreign trade

Article 4. State grain consumption and production balance

The state grain consumption and production balance submitted by the Latvian 
State LB is approved annually by February 1 by the Council of Ministers: it 
also determines the amount of grain imports and exports, as well as the 
base grain price level.

Article 5. Organization of foreign grain trade

5. 1 . Grain and grain products can be imported or exported ... (different forms of 
imports and exports) exclusively with the permission of LB and according to 
specific Laws.

5.2. The Latvian State LB is competent to give permissions for foreign grain trade ; h O 
within the limits of the grain production and consumption balances approved I w**\ , 
by the Council of Ministers. If the amount of grain to be sold exceeds 1 000 ---p 
tons, a competition must be announced for the right to trade it overseas.

5.3. If the amount of foreign grain trade exceeds the import - export level
approved by the Council of Ministers, Latvian State LB must raise the issue 
about change in the volume of foreign grain trade.

Article 6. Protection of the domestic grain market and price adjustment

6.1. Foreign trade includes only certified imports and exports of grain; the
certificate should contain the chemical and biological quality specifications of 
the grain to be sold.



6.2. Import and export duties are levied on grain and grain products for foreign 
trade; it would facilitate meeting requirements set out injhe_grain production 
and consumption balance. Custom^tariffs are approved quarterly^y the < 
Council of Ministers upon recommendation from Latvian state LB and _ ^^ -^~>-(C \\ 
Council of Customs Tariffs. *~

6.3. Import and export duties are not levied on grain imported into the country for^ s
processing according to contracts. "7 ,.-/>

6.4. 50% of the revenue from import and export duties is transferred to the Latvian
State LB for the storage and increase of state reserves. ~)̂

Within the limits of its resources the Latvian State LB can purchase additional 
amounts of grain in the domestic market, not exceeding, however, 30% of the

Section 3. State grain reserve

Article 7. Formation of state reserve; amount
- 1

7.1. A state grain reserve is set up in order to ensure a regular supply of grain and 
grain products to consumers, as well as to regulate the state grain market.

7.2. Grain and grain products included in the state grain reserve is considered state 
property. The Latvian State LB manages it based on directives contained in 
the current Law, or other legislative bills passed according to it.

T7.3. Purchase and storage of state grain reserves is financed from the state budget V
funds. J\

7.4. The amount of grain included in the state reserve is determined annually by j 
the LR Supreme Council within the limits of the resources of the approved "]./ 
state budget. _J

7.5. The state grain reserve can be stored in state grain warehouses, or warehouses 
owned by other entrepreneurs. Contracts should be made including terms 
concerning maintenance of the reserve and covering of storage costs.

Article 8. Usage of the state grain reserve

8.1. The state grain reserve is used mainly to stabilize the domestic grain market.

If necessary, the Council of the Latvian State LB can adopt a decision to sell 
the state grain reserve, not exceeding, however, 30% of the reserve, for a 
price which would ensure opportunities for the renewal of the reserve within 
half a year. v~ ,



8.2.

reserve, for a price which would ensure that the grain is sold without loss 
within half a year from its purchase.

Deviations from the above mentioned terms are admissible only with the 
permission of the Council of Ministers.

The State grain reserve can be used in cases not envisaged in the Law based 
on a decision of the Council of Ministers.

Section 4. Latvian State LB

Article 9. Status and significance of LB

9.1.

9.2.

The Latvian State LB is a state non-profit organization implementing grain 
policies determined by the state; in the name of state it manages the state grain 
reserve, ensuring its regular renovation and good quality.

The Latvian State LB operates according to the provisions of the current Law, 
the LR Law "On Non-profit organizations", other legislative bills and its 
Charter.

Article 10. Assignments of the Latvian State LB

The Latvian State LB is assigned the following major tasks:

1) to determine grain requirements and ways to meet them in the long and short 
run;

2) to take care that there is a^balanced demand for grain produced domestically; '

3) to determine the amount of grain imports and exports, adjust them according 
to directives determined by the LR management institutions, and to organize a 

competition for foreign grain trade;

4) to set up and manage the state grain reserve according to directions 
determined by state management institutions;

5) to fulfil the functions of the State Central Laboratory for quality control;

6) state grain inspection;

7) to analyse and forecast grain market price formation in Latvia, determine costs 
for the purchase and maintenance of state grain reserve, develop 
recommendations for determination of price level--



8) ?to place the state order for grain products in the enterprises;
0. t . f ^*^~^ *i*^ WuJhr">9) to take care olgram seed supplies; »•_•>»

10) The Latvian State LB can be assigned other related functions by a Council of 
Ministers' Resolution.

A rticle 11. Management of the Latvian LD

11.1. The Latvian State LB is under the authority of the LR MOA.

11.2. The Latvian LB is run by a Council and board/management (direkcija)

11.3. The Council includes representatives from the MOA, Anti-monopoly Control, 
Ministry of Defence, Latvian Farmers' Federation, Union of Latvian 
Consumers' Associations, Bakeries, Latvian Free Trade Unions, and the 
Director of LB appointed by the above mentioned Council members.

The Council is approved by the MOA when the representatives of the 
institutions have been identified.

11.4. Only the Council is competent

- to approve the grain balances to be submitted to the Council of Ministers;

- to control the usage of state budget resources;

- to pass decisions on the sale or purchase of the state grain reserve according 
to the procedure determined by the LR State Management Institutions;

- to assign quotas for foreign trade;

- to appoint or dismiss the Director of the LB, to approve the staff of the LB 
Management upon recommendation of the Director, and determine 
their salary;

- to adopt decisions on the opening of the LB branches/subsidiaries and 
agencies;

- to supervise the economic activity of the LB - approve the workplan, 
including the LB Management Budget and Report;

11.5. Management of the LB

11.5.1. The LB is run by a Director and Deputies, who are appointed by the Council;



their number and competence are determined by the Council. The Director of 
the LB is the manager of the state property in the LB.

11.5.2. The Management of LB is competent to fulfil other duties of the State LB 
which are not included in the competence of the LB Council.
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THE REPUBLIC OF LATVIA LAW 

On Latvia's Grain Market and Stale Grain Reserve 

Terms used inJhe law: 

Grain - the interpretation of grain and grain products in this law.

Latvia's grain market - the entire range of relations among independent grain 
producers, cattle-breeding products producers, grain keepers and processors, bread 
producers and sellers, as well as consumers serving as independent economic units.

State grain consumption and production balance-sheet - the document which 
indicates the needs of various consumers for grain, including grain for human 
consumption, showing the structure, quality, and amount of this demand, and sources 
of its fulfilment, including grain import, as well as volume of grain production, its 
structure, quality, and use of grain, including export.

CHAPTERJ. GENERAL REGULATIONS. 

Article 1. Objectives of the Law

The objective of this law is to create preconditions for the establishment of 
Latvia's grain market and its operational capacity, promoting its fulfilment 
with Latvian domestic grain.

Article 2. Latvia's Grain Market and Slate Influence on It

1. Independent entrepreneurial organizations, established on the basis of
different forms of properly and acting as independent economic units, are 
freely operating in Latvia's grain market.

2. The role of the stale in grain market regulation is to carry out activities for 
domestic grain market stabilization by using economic methods, and in the 
long run, to ensure the conformity between grain supply and demand.

3. The state influences the grain market by using:

state grain production and consumption balance; ^ 

stale grain reserve;

stale control over foreign trade through the mediator institutions 
envisaged by the law and within the competence determined for them;



target subsidies;

stale inspection for grain quality. (

CHAPTER 2 INSTITUTIONS FOR LATVIA'S 
REGULATION

Article 3. The Functions of the Republic of Latvia's Administrative 
Institutions in Latvia's Grain Market Regulation

1. To regulate state grain market the Republic of Latvia legislative institution 
carries out the following:

annually determines the volume of slate budget resources which shall 
be used for Stale grain reserve purchase and storage;

corresponding to slate budget opportunities, if necessary, grants 
resources for the implementation of grain production target programs 
in the form of subsidies, credit discounts or otherwise.

2. The Republic of Latvia Council of Ministers:

annually, by November I, considers and approves a year's balance- 
sheet of Latvia's grain production and consumption, including the 
permissible volume of foreign trade, as well as the level of state 

1 guaranteed_salc prices for grain. Amendments to these documents may 
be made by the Council of Ministers according to the recommendation 
of Latvia Slate "Labibas Birojs";

at the recommendation of Latvia Stale "Labibas Birojs", approves 
import and export customs taxes for grain.

3. The Republic of Latvia Ministry of Agriculture:

develops Latvia's grain policy within the framework of the general 
slate agrarian policy;

prepares proposals for grain production target programs;

in accordance with this law establishes Latvia Slate "Labibas Birojs";

in accordance with this law elaborates and approves regulations of 
Stale Grain Reserve;

in accordance wiih this law elaborates and approves regulations for 
foreign trade in grain, as well as regulations for domestic trade;



in order to regulate regional grain production, elaborates and 
approves regulations for the creation of resources, their accumulation 
and use.

Article 4. Latvia State "Labibas Birojs" and Its Functions in Influencing 
Latvia's Grain Market

1. Latvia State "Labibas Birojs" is a non-profit state organization, which in
accordance with this law and other legislative acts of the Republic of Latvia, 
implements grain policy determined by the stale, and on behalf of the state 
operates with the State Grain Reserve, ensuring the high quality of routine 
turnover and maintenance.

2. To ensure the balanced demand for the domestic grown grain, to maintain
stable grain prices, as well as ensure the storage of grain surplus, Latvia State 
"Labibas Birojs" carries out the following:

*fc-^« 4 '
1) Determines Latvia's demand for grain and its opportunities for

fulfilment by using domestic grain for current and future periods;

2) analyzes and forecasts the formation of Latvia's grain market prices, 
determines the expenses needed for the State Grain Reserve's purchase 
and storage and prepares recommendations to determine the level of 
these prices;

3) regulates foreign trade in grain according to the procedure determined 
by the Republic of Latvia administrative institutions;

4) the State Grain Reserve's purchase and storage;

5) slate grain inspection;

ft) Latvia Stale "Labibas Birojs" may be in charge of other functions as 
specified by the Council of Ministers or in the procedure determined 
by it.

3. Latvia Slate "Labibas Birojs" has ihe righl$ to:

1) in accordance wild this lavv^opcialc with the Stale Grain Reserve and 
will) the resources needed for its formation and storage;

2) issue licenses for grain import and export in Latvia, organizing a 
competition, if necessary;

3) consider disputes on the quality of grain and its products;

4) suggest to the Republic of Latvia Council of Ministers on making
amendments in the annual balance-sheet of Latvia's grain production



and consumption approved for the recurrent year, including the 
volume of foreign trade;

5) propose amendments in grain import and export tariffs;

6) carry out other functions determined by this law or the Republic of 
Latvia Council of Ministers, as well as those associated with the grain 
market.

Article 5. 

1.

Latvia Stale "Labibas Birojs" Administration

Latvia Slate "Labibas Birojs" is directed by the "Labibas Birojs" Council and 
the management appointed by it.

2. The "Labibas Birojs" Council consists of the Ministry of Agriculture's
representatives and one representative from Ministry of Finance, Ministry of 
Defense, Latvia's grain producers, Latvian Consumers' associations union, 
Latvian bread producers, Latvian Independent Trade Union association, as 
well as the director of Latvia State "Labibas Birojs", approved by the other 
members of the Council following the suggestion of the Ministry of 
Agriculture and approved by the Republic of Latvia Council of Ministers.

Alter the representatives of the above mentioned organizations are nominated, 
the Council is approved by the Republic of Latvia Council of Ministers 
(Ministry of Agriculture).

3. The Council is responsible for:

compiling the annual balance-sheet of grain production and 
consumption, and submitting it for approval to the Council of 
Ministers;

the control of slate budget resources allotted for the formation of the 
Slate Grain Reserve and its storage;

making decisions on the stale grain reserve's sale and purchase in the 
procedure determined by (he Republic of Latvia administrative 
institutions;

foreign trade quota distribution;

the supervision of the economic activities of "Labibas birojs" - 
approval of the report and business plan, including "Labibas birojs" 
management budget;

the approval of the "Labibas birojs" management staff - at the 
recommendation of the director, as well as determining of salaries for 
these persons within the framework of the adopted management 
budget of the "Lalvijas Birojs".



4. "Labibas Birojs" management

1) The activities of "Labibas Birojs" arc managed by its director. The 
director of "Labibas Birojs" is also the supervisor of the "Labibas 
Birojs" state owned share.

2) "Labibas Birojs" management is responsible for the fulfilment of all 
other "Labibas Birojs" functions which arc not the responsibility of 
"Labibas Birojs" Council.

Article 6. The Material Base of Latvia Stale "Labibas Birojs"

I. Latvia State "Labibas Birojs" covers its expenses from the stale budget
resources allotted for the purchase ant! storage of the Slate Grain Reserve and 
for carrying out the functions determined by this law, as well as using the 
resources gained from its economic activities (out of budget resources)

CHAPTER 3 STATE GRAIN BALANCE AN_p.TRAPP.1N_G_RAIN 

Article 7. Stale Grain Consumption and Production Balance

The state grain production and consumption balance-sheet is annually 
prepared by Latvia State "Labibas Birojs" by October 1; by November 1 it is 
approved by Ihc Council of Ministers, concurrently determining the volume of 
grain import and export, as well as the minimal price level for grain sale 
guaranteed by the stale.

Article 8. General Regulations for Trade in Grain

1. All those entrepreneurs, whose registered operations include trade in grain and 
who arc acting in accordance with this law and oilier the Republic of Latvia 
legal acts, may trade grain. While trading grain they shall observe the 
regulations, which are approved by the Republic of Latvia Ministry of 
Agriculture basing on the requirements of this law.

2. Each grain trade operation is certified in accordance with the form determined 
by the Republic of Latvia Ministry of Agriculture. Concurrently with the 
other information needed this document shall indicate the legal address of 
both parts, type of product to be sold, place of production, volume of products 
to be sold, key indicators of their quality and value of a deal. In the case of 
foreign trade a note on the settlement of customs duties shall be included. A 
purchaser and a seller shall keep this document at least for one year.

3. In the case of human consumption grain trade, Ihc above mentioned document 
shall be supplemented with the certificate issued by the laboratory for grain 
quality examination showing the results of grain analysis. These analysis may 
be done by any relevant laboratory, which has received the permission of 
Latvia Stale Grain Inspection.



4. In the case of foreign trade, these analysis shall be done by the State Grain 
Inspection.

5. Grain seller shall transfer 3% ofjhe sum involved into the business (that ( 
concerns any volume ofgTain sold) to the fund of grain production regional 
equalization. It is done following the procedure determined by the Ministry of 
Agriculture.

Article 9. Organization of Foreign Trade in Grain

1. Grain import and export policy is regulated by grain consumption and 
production balance-sheet and import — export duties.

2. Licenses for import — export operations are issued by Latvia State "Labibas 
Birojs" within the framework of grain consumption and production balance- 
sheet approved by the Council of Ministers. If the volume of grain to be sold 
exceeds 1000 tons, a competition for obtaining rights to foreign trade shall be 
organi/.ed in accordance with the regulations approved by the Ministry of 
Agriculture.

3. If the annual volume of foreign trade exceeds the import — export operations 
volume approved by the; Republic of Latvia Council of Ministers, Latvia State 
"Labibas Birojs" may initiate changes in the volume of foreign trade in grain, 
if needed. These proposals are considered by the Council of Ministers.

Article 10. General Regulations for Foreign Trade in Grain and Price Regulation

1. Foreign trade in grain is carried out in accordance with the regulations 
approved by the Republic of Latvia Ministry of Agriculture.

2. In foreign trade, only certified grain import and export is allowed.
Certificates shall identify the chemical and biological quality of the grain, as 
well as their technological characteristics.

3. Grain and its products in foreign trade are taxed with import and export
duties, in that way promoting the consumption and production balance. / 
Customs tariffs arc approved by the Council of Ministers following the 
proposal of Latvia Slate "Labibas Birojs" and Customs Tariffs Council.

4. If grain is brought to the state for processing on the basis of concluded
contracts, afterwards exporting the finished products, the import duty they 
have paid shall be returned.

5. 50% of resources obtained from import and export duties are used to cover the 
expenses of the State Grain Reserve's replenishment up to the volume 
determined by this law and its storage. The other part shall be used for budget 
assignments allotted for the implementation of grain production target 
programs.



Article 11. Regional Regulation of Grain Production

1. To ensure grain production on the areas needed, as well as to equalize the
different conditions for grain production, the Republic of Latvia Ministry of 
Agriculture, in accordance wilh the grain production target program, 
establishes the fund of grain production regional equalization. The use of this 
fund is approved by separate regulations.

2. Grain production regional equalization fund is used in accordance with the 
above mentioned regulations, determining the additional payments to grain 
producers for the area under grain. Additional payment is determined for 
those grain cultures and sorts, growing up of which is economically more 
useful in the particular region, and within a volume allowing to reduce 
regional differences to the maximum extent.

3. Grain production regional equalization fund is made of allocations from the 
grain sale determined by Article 10 of this law and these resources shall be 
used only for grain production regional regulation.

4. Payments from this fund to particular producers are carried out by the
specialists of regional stale agricultural department in accordance with the 
requirements of the regulations and correspondingly to the grain volume 
actually produced from the sowed grain.

CI IAPTER 4 Tj IE STATn.GRAIN_RESERVE

Article 10. Formation of the Slale Grain Reserve, Its Volume

1. The Stale Grain Reserve is formed to guarantee the permanent fulfilment of 
consumers' demand for grain, as well as to regulate the stale grain market.
The volume of the stale grain reserve is 560 thousand Ions which include:

f—-j
human consumption grain icsc.rve — 250 thousand tons; •

.

animal consumption grain reserve — 300 thousand Ions; 

seed grain reserve -- 10 thousand tons.

To fulfil this volume the Republic of Latvia Supreme Council, while 
approving the annual state budget, annually determines the volume of grain 
needed to replenish the Slale grain reserve.

2. Grain and grain products forming Ihc Slale Grain Reserve is the properly of 
the state. The purchase and storage of Ihc Slate Grain Reserve is financed 
from ihc stale budget. The volume of financing is determined by the Republic 
of Latvia Supreme Council during the approval of the state budget for a 
recurrent year.



3. Latvia Stale "Labibas Birojs" manages the State Grain Reserve and state 
resources allotted for its purchase and storage in accordance with the 
procedure determined by this law and other legal acts.

Article 13. The Use of the Slate Grain Reserve

1. The State Grain Reserve is mainly used for the stabilization of the domestic 
grain market.

2. If necessary, Latvia State "Labibas Birojs" Council may decide to sell from 
the Slate Grain Reserve, bul not exceeding 30% of the reserve's volume and 
for prices that ensure the renewing of the reserve at least in half a year's time.

3. Within the framework of its resources, Latvia State "Labibas Birojs" may
additionally purchase grain in the domestic market, but not exceeding 30% of 
the reserve's total volume and for prices that ensure the sale of this grain 
without anyh)sses in half a year's time after the grain is purchased, if the 
volume of State Grain Reserve determined by this law is exceeded.

4. Any deviation from the above mentioned regulations or the use of Stale Grain 
Reserve in Ihe cases not envisaged by this law is allowed only with the 
Republic of Latvia Council of Ministers' permission.

This draft law is prepared by Cooperation and administration sector, Latvia 
Stale Institute of Agrarian Economy. Team leader and responsible person -- 
scientific researcher Andris Miglavs, phone -- 553370.



THE REPUBLIC OF LATVIA LAW

"On the Privatization of State Owned Meat Processing Enterprises" 

Terms used in the law:

Meat processing enterprise -- an independent enterprise (entrepreneurial 
company), which processes livestock and poultry produced in agricultural enterprises 
into meat and its products, stores these products, prepares them for sale and sells.

Unit to be privatized -- state meat processing enterprise, state joint-stock 
company formed on its basis or state capital share in other entrepreneurial companies 
formed on the basis of meat processing enterprises.

Article 1 Activities and Objectives of the Law

According to this law, the following shall be privatized:

1) state meat processing enterprises;
2) state joint-stock companies formed on the basis of state meat processing 
enterprises;
3) state owned capital share in entrepreneurial companies which are 
established on the basis of meat processing enterprises.

Article 2 The Legal Base for the Privatization of Meat Processing 
Enterprises

The legal base for the privatization of state meat processing enterprises is this 
law, as well as the Republic of Latvia law of June 10, 1992 "On the Evaluation 
Procedure of State and Local Government Owned Units (Enterprises) and their 
Property to be Privatized", and the Republic of Latvia law of July 7, 1992 "On the 
Transformation of State and Local Government Owned Enterprises into Statutory 
Companies". Issues concerning the privatization of meat processing enterprises and 
which are not included in the laws mentioned above shall be managed in accordance 
with other legislative acts of the Republic of Latvia.

State owned capital share in the entrepreneurial companies established on the 
basis of meat processing enterprises is privatized in accordance with the privatization 
project approved by the Ministry of Agriculture.

Article 3 Meat Processing Enterprise's Privatization Procedure

Privatization process of meat processing enterprise includes:
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1) the establishment and approval of the Privatization Commission of 
meat processing enterprises — in accordance with Article 5 of this law, within a month 
from the time this law comes into effect;

2) the evaluation or reevaluation of the unit to be privatized - in 
accordance with Article 10 of this law, within two months from the time the 
Privatization Commission is approved;

3) the transformation of state meat processing enterprise into a state joint- 
stock company -- in accordance with the Republic of Latvia law of July 7, 1992 "On 
the Transformation of State and Local Government Owned Enterprises into Statutory 
Companies" and the requirements determined by this law, within three months from 
the time the Privatization Commission is approved;

4) the development and approval of the regulations for privatization 
competition -- in accordance with Article 15 of this law - within two months from the 
time a state joint-stock company is registered;

5) the implementation of privatization competition ~ in accordance with 
Articles 15 and 16 of this law, within five months after the competition regulations are 
announced;

6) the calling of the share-holders meeting - within a month from the time 
the shares envisaged for the sale are sold;

7) the alteration of the legal status of a state joint-stock company, within a 
month after the share-holders meeting is held;

8) the transfer of documents, within a month from the time the legal status 
of a joint-stock company is changed.

Article 4. The Agricultural Ministry's Functions in the Privatization of Meat 
Processing Enterprises

The Ministry of Agriculture is a state administrative institution which is 
responsible for the privatization of meat processing enterprises, and by which this 
process is organized and coordinated.

To ensure the privatization of meat processing enterprises, the Ministry of 
Agriculture carries out the following:

1) establishes the Privatization Commission for each particular meat 
processing enterprise (henceforth - Privatization Commission);

2) if necessary, within a month from the time this law comes into effect, 
approves the capital share retained by the state within the distribution framework 
determined by Article 11 of this law; this capital share shall be observed by the 
Privatization Commission of the unit;



3) approves competition regulations for the privatization of each 
particular unit;

4) approves privatization projects for state owned capital shares in 
companies established on the basis of meat processing enterprises;

5) considers disputes on the privatization of meat processing enterprises. 

Article 5. Privatization Commission

Privatization of meat processing enterprises is organized and conducted by the 
Privatization Commission, consisting of 9 members and acting in accordance with this 
law, as well as in accordance with the Republic of Latvia law of March 17, 1992 "On 
the Privatization Commissions of State and Local Government Owned Enterprises" 
Articles 5, 6, 7, 8, 9, 10, 12 and 13.

Within a month from the moment this law comes into effect, the Ministry of 
Agriculture forms and approves the Privatization Commission.

The Privatization Commission consists of:

1) The Ministry of Agriculture's specialist as an authorized representative 
of the state. This individual is the Chairman of the Commission;

2) Other persons.

The Privatization Commission may use experts in its work; they enjoy 
advisory rights.

To resolve separate questions, the Privatization Commission may form sub- 
commissions.

The Chairperson of the Privatization Commission ensures that privatization is 
carried out in accordance with the requirements of this law, and he/she is officially 
responsible for that in the procedure determined by the legislative acts.

The membership of the Privatization Commission shall be published in at least 
one national newspaper.

The Privatization Commission is reorganized or liquidated by the Ministry of 
Agriculture in cases envisaged by the Republic of Latvia law of March 17, 1992 "On 
State and Local Government Owned Property Privatization Commissions" Article 12.

Article 6. The Functions of the Privatization Commission

Privatization Commission carries out the following:



1) ensures the evaluation or reevaluation of the unit to be privatized in 
accordance with Article 10 of this law;

2) organizes and conducts the transformation of state meat processing 
enterprises into state joint-stock companies, as well as makes necessary amendments 
in the documents of already registered state joint-stock companies and carries out their 
registration. Before joint-stock companies and amendments are registered at the 
Register of Enterprises, their documents shall be approved by the Privatization 
Commission;

3) organizes and conducts the development of regulations for the unit's 
privatization competition in accordance with Article 15 of this law and submits them 
for approval to the Ministry of Agriculture;

4) after the regulations for the unit's privatization competition are approved, 
the Privatization Commission announces the competition in accordance with Article 
15 of this law;

5) carries out a unit's privatization competition in accordance with Article 16 
of this law;

6) sells shares of a state joint-stock company;

7) organizes a share-holders meeting, in accordance with Article 8 of this law;

8) elaborates and submits to the Ministry of Agriculture privatization projects 
for state owned shares in entrepreneurial companies established on the basis of meat 
processing enterprises.

Article 7 Functions of the Management of the Unit to be Privatized

The management of the unit to be privatized continues to manage economic 
activities of the unit, is responsible for the maintenance of unit's property, and 
represents the unit in relations with the state, other physical and legal entities.

The management is obliged to provide the Privatization Commission with all 
information needed, performs all tasks given by the Privatization Commission and 
those needed to prepare the unit for the privatization, as well as covers all expenses of 
privatization process.

Responsibilities of a state meat processing enterprise's management terminate 
at the moment when the management and the executive institution of a new state 
joint-stock company, established on the basis of this enterprise, sign transfer 
documents. It shall be done within a month from the moment the state joint-stock 
company is registered.
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Responsibilities of the state joint-stock company's management terminate at 
the moment when the management and the executive institution of the company 
elected at the share-holders meeting sign documents transfer act. It shall be done 
within a month from the moment the company is registered.

Article 8. Meeting of Shareholders

The participants of a meeting are persons who, in accordance with the 
regulations of this law, own shares of the company.

A meeting is called by the Privatization Commission, in accordance with the 
Republic of Latvia law of May 18, 1993 "On Joint-Stock Companies" and the 
company's charter, within a month after the shares envisaged for the sale are sold.

The following issues are discussed at the shareholders meeting:

1) a report of the Privatization Commission on its activities;

2) a report of the state joint-stock company1 management on its activities;

3) charter or amendments to the charter shall be considered and approved;

4) company's management shall be elected following the procedure 
determined by the charter;

5) other issues connected with the activities of the company. 

Article 9. Assets and Liabilities of the Unit to be Privatized

The activities of a state meat processing enterprise terminate at the time that 
the documents transfer act is signed by the management of this state enterprise and the 
executive institution of a registered state joint-stock company formed on the basis of 
this enterprise. The registered company takes over the rights and liabilities of the state 
enterprise.

From the time the documents transfer act is signed, the state joint-stock 
company takes over all assets of the privatized unit, except those assets which shall be 
denationalized and transferred to the legal owners, as well as dwelling houses and 
apartments, which shall be handed over to the local governments and afterwards 
privatized in accordance with a special law.

Article 10. Evaluation of the Unit to be Privatized

A unit to be privatized is evaluated in accordance with the Republic of Latvia 
law of June 10, 1992 "On the Evaluation of State and Local Government Owned 
Assets (Enterprises)". The value of assets to be denationalized and transferred to their 
legal owners, as well as the value of assets handed over to the local governments is 
not included in the value of the unit, according to the Republic of Latvia legislation.



If a state joint-stock company was established before this law came into effect 
and unit's evaluation does not correspond to the requirements of the law mentioned in 
this Article, the Privatization Commission organizes another evaluation of the unit.

Article 11. The Base Capital of the State Joint-stock Company and its 
Distribution

The base capital of a state joint-stock company consists of the unit's value 
determined in accordance with the regulations of Article 10 of this law.

The number of shares, their nominal value and particular distribution in each 
unit to be privatized is determined by the Privatization Commission. The distribution 
of base capital (share distribution) indicates how many shares of the unit to be 
privatized may be purchased by various groups of persons, observing the following 
proportion:

1) employees of the enterprise ~ up to 10% of shares, which shall be sold 
in the procedure determined by Article 12 of this law;

2) producers of agricultural products (in meat and its products storage 
enterprises - to other meat processing enterprises) -- 20-40% of shares, which shall be 
sold in the procedure determined by Article 13 of this law;

3) other persons -- 51-70% of shares, to be sold in the procedure 
determined by Article 14 of this law.

Share amount envisaged for other persons shall be reduced by the share 
amount reserved for the state, which is approved by the Ministry of Agriculture.

If a company's shares are not sold in the procedure and terms determined by 
the Privatization Commission and within the framework of share distribution, the 
Privatization Commission may determine another procedure for share sale.

Article 12 Share Sale to Employees

Employees' shares are sold to the employees of a joint-stock company. Rights 
and responsibilities of these shareholders are determined by the Republic of Latvia 
law "On Joint-Stock Companies" and the company's charter.

The distribution of shares among particular persons is determined by the 
regulations approved by the Privatization Commission. To implement the 
distribution, the Privatization Commission may form a sub-commission.

The Privatization Commission may determine discounts for employees' shares 
for up to 25% from their nominal value. Employees may purchase shares also by 
using certificates.

Terms for employees' shares sale are determined by the Privatization 
Commission in the regulations for privatization competition.
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Article 13 Share Sale to the Producers of Agricultural Products

In accordance with this Article, shares may be purchased by the persons who 
have ownership or permanent use rights over the land used in agriculture within the 
zone served by the unit to be privatized determined by the Privatization Commission 
in the regulations for privatization competition.

The Privatization Commission approves the number of shares to be sold per 
one unit of land used in agriculture within the zone served by the unit to be privatized 
and announces the place, regulations and terms of their sale, which is at least one 
month from the time it is announced. After the regulations for privatization 
competition are approved, the Privatization Commission shall announce them in the 
local newspapers of those regions, which are covered by the unit's services.

Shares to the producers of agricultural products are sold for their nominal 
value. Privatization Commission may determine discounts - up to 25% of shares 
nominal value. A debt of the unit to be privatized to the shares purchaser may be 
considered as the payment for purchased shares, if the shares purchaser gives his 
written agreement. Shares may be paid off also by using certificates. When 
purchasing shares, a potential purchaser shall have the opportunity to obtain the 
information on the distribution of shares, envisaged by the regulations of the joint- 
stock company's privatization competition, and the company's charter or its project. 
Shares may be paid off within a year from the last day of the determined shares sale 
term, in accordance with the requirements of the Republic of Latvia law of May 18, 
1993 "On Joint-Stock Companies".

If shares are not sold within the determined period of time, the Privatization 
Commission may determine another procedure for their sale.

Joint-stock companies formed on the basis of meat and its products storage 
enterprises shall observe the following particulars:

1) shares may be purchased by other meat processing enterprises, which 
during 1992 used the services of the respective meat and its products storage 
enterprise;

2) the Privatization Commission approves the number of shares to be sold 
per one unit of services.

Article 14 Share Sale to Other Persons

Shares reserved for other persons shall be sold in competition and as an 
undividable packet. A competition shall be organized in accordance with the 
regulations of Articles 15 and 16 of this law. The eligible participants are physical 
and legal entities or their groups formed on the basis of mutual agreement (henceforth 
- potential purchasers). This agreement shall indicate the rights, responsibilities and 
liabilities of group's participants, and a person authorized by them.



Potential purchasers shall purchase shares in the procedure determined by the 
competition. If the first payment is not made according to the terms, a purchaser shall 
pay a fine determined by the regulations of the competition. In this case, the 
Privatization Commission offers the purchase rights to the next potential purchaser 
according to the competition, or announces a new competition, either maintaining the 
same regulations or changing them. Shares may be purchased also by certificates.

If a potential purchaser has made the first payment, but does not fulfil other 
requirements of the competition until the share packet is completely paid off, the state 
may sell this packet to other persons. The potential purchaser gets back his/her actual 
investments from the resources gained from the sale of the packet. In case the 
resources gained from the packet sale are not enough to make this repayment, the sum 
paid back to the potential purchaser shall be proportionally reduced.

A potential purchaser may not expropriate shares until they are completely 
paid off.

Article 15 Regulations for the Privatization Competition

Regulations for the privatization competition are developed by the 
Privatization Commission and submitted for approval to the Ministry of Agriculture 
within a month after the state joint-stock company is registered. Regulations for the 
privatization competition shall include the conditions for shares purchase and the 
following information about the unit to be privatized:

1) name of the unit;

2) location of the unit;

3) information on persons who are renting this unit or a part of it, 
as well as information on respective lease contracts;

4) the balance-sheet of the previous year, as well as an analysis of 
economic and financial activities and the valuation of three previous years of the 
operation of the unit;

5) the charter of the state joint-stock company;

6) distribution of the base capital, determined in accordance with 
Article 11 of this law;

7) a list of liabilities of the state joint-stock company at the 
moment the competition is announced;

8) payment terms for other persons, which do not exceed three 
years and which are not changeable;
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9) the first payment for other persons, which is at least 15% of the 
share packet's nominal value and which shall be paid within two months from the 
moment the results of competition are announced;

10) minimum guarantees for the use of the units to be privatized, 
the maintenance of its operational fields and production volume;

11) minimum guarantees for the maintenance of employment;

12) investment guarantees;

13) environmental protection guarantees;

14) other regulations and warrants.

Regulations of privatization competition for each particular unit are approved 
by the Ministry of Agriculture, within a month from the moment they are submitted.

After the competition regulations are approved, the Privatization Commission 
announces a competition in at least one national newspaper, publicizing the 
possibilities to obtain the information on competition regulations, as well as 
information needed for the development of a competition plan.

Article 16 Implementation of the Competition

Eligible participants of the competition are persons or groups of persons 
mentioned in Article 14 of this law, if they, within four months after the competition 
is announced, have submitted to the Privatization Commission the following 
documents:

1) an application;

2) a competition plan;

3) a mutual agreement, if a participant represents more than one physical 
or legal person.

A competition plan shall contain the information on projected implementation 
of share purchase regulations determined by the Privatization Commission. Any other 
information may be included, if the authors consider it an essential argument.

Within a month after the date for submitting privatization competition documents has 
passed, the Privatization Commission evaluates the competition plans and determines 
their correspondence to the regulations of the competition. The Privatization 
Commission announces one or more winners of the competition.

If more than one applicant is announced as a winner, the Privatization 
Commission shall organize the share packet's auction for these candidates. In this 
case, the Privatization Commission has the right to set up a handicap (priority index)



for the candidates who submitted the most perspective competition plan, but it shall 
not exceed 20%.

If no competition plans are submitted within the determined terms, or if the 
submitted plans do not correspond to the regulations of the competition, the 
Privatization Commission may change share purchase regulations, including share 
purchase price, and announces a new competition in the procedure determined by this 
law.

Article 17 Use of Resources Gained from the Share Sale

Resources gained for the share sale are used to pay off the debts of the unit to 
be privatized to the suppliers of agricultural products. The remaining resources are 
distributed as follows:

1) 50% are transferred to the state privatization fund;

2) 50% are transferred to the production development fund of the 
joint-stock company and are used for the replenishment of the company's material 
technical supplies and current assets.

Article 18. Settlement of Disputes

Disputes on the correspondence of capital distribution to the requirements of 
this law, as well as other disputes connected with the privatization of meat processing 
enterprises, are considered by the Privatization Commission. A decision of the 
Privatization Commission may be reviewed by the Ministry of Agriculture, and the 
decision of the Ministry of Agriculture, at the request of the interested persons may be 
appealed in court.

Chairman, Supreme Council 
Republic of Latvia

Secretary, Supreme Council 
Republic of Latvia

Riga, May 18, 1993

A.Gorbunovs

l.DaudiSs

in
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THE REPUBLIC OF LATVIA LAW

"On the Privatization of State. Owned Assets in Meat Processing Enterprises" 

Terms used in the law:

Meat processing enterprise -- an independent enterprise (entrepreneurial company), 
which processes livestock and poultry produced in agricultural enterprises into meat 
and its products, stores these products, prepares them for sale and sells, or which deals 
with the storage of meat and its products, preparation for sale and sale.

Companies -- in this law, the interpretation of joint-stock companies.

Unit to be privatized — meat processing or storage state enterprise, state joint-stock 
company, state share in other statutory companies, as well as the former state 
enterprises which, according to Government decisions or regulations, are transferred 
to other legal entities.

CHAPTER 1 GENERAL REGULATIONS

Article 1 Activities and Objectives of the Law

According to this law, the following shall be privatized:

1) state meat processing enterprises;
2) state owned capital share in entrepreneurial companies which are established or, 
the basis of state meat processing enterprises;
3) former state enterprises which, according to Government decisions or regulations, 
are transferred to other legal entities.

Article 2 The Legal Base for the Privatization of Meat Processing 
Enterprises

The legal base for the privatization of state meat processing enterprises is this law, as 
well as the laws "On the Evaluation Procedure of State and Local Government Owned 
Units (Enterprises) and their Property to be Privatized", and "On the Transformation 
of State and Local Government Owned Enterprises into Statutory Companies". Issues 
concerning the privatization of meat processing enterprises and which are not included 
in the laws mentioned above shall be managed in accordance with other legislative 
acts of the Republic of Latvia.



CHAPTER 2 PRIVATIZATION PROCEDURE AND 
INSTITUTIONS

Article 3 Privatization Procedure

1. Privatization process of meat processing enterprises includes:

1) The establishment and approval of the National Privatization Commission of Meat 
Processing Enterprises — in accordance with Article 5 of this law, within a month 
from the time this law comes into effect;

2) Evaluation or revaluation of the unit to be privatized ~ in accordance with Article 
1 1 of this law, within two months from the time the Privatization Commission is 
approved;

3) Transformation of state meat processing enterprises into state joint-stock 
companies -- in accordance with the Republic of Latvia law "On the Transformation 
of State and Local Government Owned Enterprises into Statutory Companies" and the 
requirements determined by this law, within three months from the time the 
Privatization Commission is approved;

4) Development and approval of the regulations for privatization competition -- in 
accordance with Article 16 of this law after the valuation (or reevaluation) is done and 
within a month from the time a state joint-stock company is registered;

5) Carrying out of privatization competition -- in accordance with Articles 16 and 17 
of this law, within three months after the competition regulations are announced, if at 
least one participant has applied for the competition;

6) Purchase of shares — within the terms determined by the competition;

7) Changing the legal status of a state joint-stock company — within a month after at 
least 51% of shares are sold;

8) Transferring of documents - within a month from the time the amendments to the 
company's documents are registered.

Article 4 The Agricultural Ministry's Functions in the Privatization of Meat 
Processing Enterprises

1. The Ministry of Agriculture is a state administrative institution which is 
responsible for the privatization of meat processing enterprises, and by which this 
process is organized and co-ordinated.

2. To ensure the privatization of meat processing enterprises, the Ministry of 
Agriculture carries out the following:



1) Establishes the National Privatization Commission of Meat Processing Enterprises, 
henceforth "Privatization Commission";

2) If necessary, within a month from the time this law comes into effect, approves the 
capital share retained by the state within the distribution framework determined by 
Article 12 of this law; this capital share shall be observed by the Privatization 
Commission of the unit;

3) Considers disputes on the privatization of meat processing enterprises.

Article 5 The Privatization Commission, its Membership, Establishment and 
the Procedure of Restructuring or Liquidation

1. Privatization of meat processing enterprises is organized and conducted by the 
Privatization Commission, consisting of 9 members and acting in accordance with this 
law, as well as in accordance with the Republic of Latvia law of March 17, 1992, "On 
the Privatization Commissions of State and Local Government Owned Enterprises" 
Articles 5, 6. 7, 8, 9, 10, 12 and 13.

2. Within a month from the moment this law comes into effect, the Ministry of 
Agriculture forms and approves the Privatization Commission and notifies the 
Ministry of Economic Reform;

3. The Privatization Commission consists of:

1) The Agricultural Ministry's specialist as an authorized representative of the state; 
This individual is the Chairman of the commission;

2) Other persons.

4. The Privatization Commission may use experts in its work; they enjoy advisory 
rights.

5. To resolve separate questions, the Privatization Commission may form sub- 
commissions.

6. The Chairperson of the Privatization Commission ensures that privatization is 
carried out in accordance with the requirements of this law, and he/she is officially 
responsible for that in the procedure determined by the legislative acts.

7. The membership of the Privatization Commission shall be published in the national 
newspaper.

8. The Privatization Commission is reorganized or liquidated by the Ministry of 
Agriculture in cases envisaged by the Republic of Latvia law "On State and Local 
Government Owned Property Privatization Commissions" Article 12. The MOA 
informs the Ministry of Economic Reform regarding this.



Article 6 The Functions of the Privatization Commission

1. Within two months from the time the Privatization Commission is approved, it 
ensures the evaluation or reevaluation of the unit to be privatized in accordance with 
Article 11 of this law.

2. Simultaneously, it organizes and conducts the transformation of state meat 
processing enterprises into state joint-stock companies, as well as makes necessary 
amendments in the documents of already registered state joint-stock companies and 
carries out their registration. Before joint-stock companies and amendments are 
registered at the Register of Enterprises, their documents shall be approved by the 
Privatization Commission.

3. The Privatization Commission organizes and conducts the development of 
regulations for the unit's privatization competition in accordance with Article ... of this 
law and approves these regulations.

4. After the regulations for unit's privatization competition are approved, the 
Privatization Commission announces the competition in accordance with Article 16 of 
this law.

5. Carries out a unit's privatization competition in accordance with Article 17 of this 
law.

6. Directs the management of the unit to be privatized to sell state owned shares of 
the joint-stock company correspondingly with the results of the competition.

Article 7 Functions of the Management of the Unit to he Privatized

1. The management of the unit to be privatized continues to manage economic 
activities of the unit in accordance with the normative documents regulating these 
activities, is responsible for the maintenance of unit's property, and represents the unit 
in relations with the state, and other physical and legal entities.

2. The management is obliged to provide the Privatization Commission with all 
information needed, it carries out the preparation of the unit for the privatization as 
determined by the Privatization commission, as well as covers all expenses of 
privatization process.

3. Responsibilities of a state meat processing enterprise's management terminate at 
the moment when the executive institution of a new state joint-stock company, 
established on the basis of the enterprise, signs transfer documents. It shall be done 
within a month from the moment the company is registered. Responsibilities of the 
state joint-stock company's management terminate from the time that it transfers 
documents to the executive institution of a joint-stock company, which is elected after 
the legal status of this joint-stock company is changed. This is done according to the 
procedure determined by Article 8 of this law. It shall be done within a month from 
the moment the company is registered.



4. The management of the unit to be privatized implements the following activities to 
privatize the unit:

1) Ensures the registration of a state joint-stock company according to the 
procedure determined by the legislation;

2) Opens a bank account for shares' payments and organizes the procedure of 
these payments;

3) Organizes the sale of shares, in accordance with Articles 12-18 of this law;

4) Within a month after at least 51% of shares are sold, organizes the meeting 
of shareholders in the procedure determined by Article 8 of this law.

Article 8 Meeting of Shareholders

1. The participants of a meeting are physical and legal entities who, in accordance 
with the regulations of this law, own shares of the company.

2. A meeting is called by the management of the state joint-stock company, in 
accordance with the Republic of Latvia law "On Joint-stock Companies" and the 
company's charter.

3. A meeting is held in accordance with the Republic of Latvia law "On Joint-stock 
Companies" and the company's charter.

4. The following issues are discussed at the shareholders meeting:

1) a report of the Privatization Commission on its activities;

2) a report of the management of the unit to be privatized on its activities 
while carrying out the privatization;

3) the election of company's management following the procedure determined 
by the charter;

4) other issues connected with the activities of the company. 

Article 9 Assets and Liabilities of the Unit to he Privatized

1. The activities of a state meat processing enterprise terminate at the time that the 
documents transfer act is signed by the management of this state enterprise and the 
executive institution of a registered state joint-stock company formed on the basis of 
this enterprise; the registered company takes over the rights and liabilities of the state 
enterprise.

2. When the company is registered, from the time the documents transfer act is 
signed, it takes over all assets of the privatized unit, except those assets which shall be



denationalized and transferred to the legal owners, as well as dwelling houses and 
apartments, which shall be handed over to the local governments and afterwards 
privatized in accordance with a special law.

3. The new owners shall fulfil the liabilities of the unit to be privatized in the 
procedure determined by the Republic of Latvia legislation.

Article 10 Settlement of Disputes

Claims on the correspondence of share distribution to this law, as well as claims 
concerning other issues of the privatization of the unit are considered by the 
Privatization Commission. If an agreement is not made, these claims are considered 
by the Ministry of Agriculture. If an agreement is not made there as well, the issue is 
considered at the court.

CHAPTER III EVALUATION OF THE UNIT TO BE PRIVATIZED, 
THE PROCEDURE OF SHARE PURCHASE AND 
PRIVATIZATION DOCUMENTS

Article 11 Evaluation of the Unit to be Privatized

1. A unit to be privatized is evaluated in accordance with the Republic of Latvia law 
"On the Evaluation of State and Local Government Owned Assets (Enterprises)". The 
value of dwelling houses and apartments which have been denationalized and handed 
over to their legal owners is not included in the value of assets, according to the 
Republic of Latvia legislation.

2. If a state joint-stock company was established before this law came into effect and 
the Privatization Commission does not agree with the former evaluation of the 
enterprise it, in accordance with the law mentioned in this Article, organizes the 
reevaluation. The newly determined value forms the base capital of this state joint- 
stock company.

Article 12 The llase CapituI of the State Joint-stock Company and its 
Distribution

1. The base capital of a state joint-stock company consists of the unit's value 
determined in accordance with the regulations of Article 11 of this law.

2. The number of shares and their nominal value is determined by the Privatization 
Commission. The distribution of base capital (share distribution) indicates how many 
shares of the unit to be privatized may be purchased by various groups of persons.

3. The Privatization Commission determines the distribution of share purchase rights 
to the following groups of candidates, observing the framework determined by this 
Article:

- pension fund - not less than 5% of shares;



- employees of the enterprise — up to 10% of shares, which shall be sold in 
the procedure determined by Article 13 of this law;

- producers of agricultural products, but in the case of refrigeration facilities - 
other meat processing enterprises -- 20-33% of shares, which shall be sold in the 
procedure determined by Article 14 of this law;

- other persons -- 51 -60% of shares, to be sold in the procedure determined by 
Article 15 of this law.

4. If company's shares are not sold in the procedure and terms determined by the 
Privatization Commission and within the framework of share distribution, the 
Privatization Commission may determine another procedure for share sale.

Article 13 Procedure fur Share Sale to Employees

1. Employees' shares are sold to employees. Rights and responsibilities of these 
shareholders are determined by the Republic of Latvia law "On Joint-stock 
Companies" and the company's charter.

2. The distribution of shares among particular persons is determined by the 
regulations approved by the Privatization Commission. To implement the 
distribution, the Privatization Commission may form a sub-commission.

3. The Privatization Commission may determine discounts for employees' shares for 
up to 25% from their nominal value, and determine that shares may be purchased by 
using certificates.

4. Terms and means of payment for personnels' share sale are determined by the 
Privatization Commission.

Article 14 Procedure of Share Sale to the Producers of Agricultural Products

1. In accordance with this Article, shares may be purchased by physical and legal 
entities who have ownership or permanent use rights over the land used in agriculture 
within the zone served by the unit to be privatized determined by the Privatization 
Commission.

2. The Privatization Commission approves the number of shares to be sold per one 
unit of land used in agriculture within the zone served by the unit to be privatized and 
announces the place, regulations, including means of payment, and terms of their sale, 
which is at least one month from the time it is announced. This announcement shall 
be published in the local newspapers of those regions, which are covered by the unit's 
services.

3. These shares are sold for their nominal value. Discounts, proportional to the debts 
of the unit to be privatized to the potential shareholders at the time of purchase, shall 
be envisaged. The debt is cancelled by giving these discounts. When purchasing



shares, a potential purchaser shall have a possibility to obtain the information on the 
distribution of shares and the company's charter.

4. If shares reserved in thb way are not sold within the determined period of time, the 
Privatization Commission may determine another procedure for their sale.

5. Joint-stock companies formed on the basis of state refrigeration facilities shall 
observe the following particulars while selling shares in accordance with the 
regulations of this Article:

1) Shares may be purchased by other meat processing enterprises, which 
during 1992 used the services of the respective refrigeration facility;

2) The Privatization! Commission approves the number of shares to be sold in 
accordance with the regulations of this Article per one unit of services.

Article 15 Procedure of Share Sale to Other Persons

1. Shares reserved for other persons shall be sold in competition and as an 
undividable packet. A competition shall be organized in accordance with the 
regulations of Articles 16 and 17 of this law. The eligible participants are physical 
and legal entities or their groups formed on the basis of mutual agreement (henceforth 
— potential purchasers). This agreement shall indicate the rights, responsibilities and 
liabilities of group's participants, and a person authorized by them.

2. Potential purchasers shall purchase shares in the procedure determined by the 
competition. If the first payment is not made according to the terms, a purchaser shall 
pay a fine determined by the regulations of the competition. In this case, the 
Privatization Commission offers the purchase rights to the next potential purchaser 
according to the competition, or announces a new competition, either maintaining the 
same regulations or changing them.

3. If a potential purchaser has made the first payment, but does not fulfil other 
requirements of the competition until the share packet is completely paid off, the state 
may sell this packet to other persons. The potential purchaser gets back his/her actual 
investments from the resources gained from the sale of the packet. In case the 
resources gained from the packet sale are not enough to make this repayment, the sum 
paid back to the potential purchaser shall be proportionally reduced.

4. A potential purchaser may not expropriate shares until they are completely paid 
off.

i

Article 16 Development and Announcement of Regulations for the 
Privatization Competition

1. Regulations for the privatization competition are developed by the Privatization 
Commission, and they shaD include the following:



1) Information on the unit to be privatized:

a) The name of the unit;

b) The location of the unit;

c) Information on physical and legal entities who are renting this unit or a part 
of it, as well as information on lease contracts;

d) The balance-sheet of the previous year, as well as an analysis of economic 
and financial activities and the valuation of three previous years of the operation of 
the unit;

e) An inventory list of the unit showing the determined value of the enterprise 
and its assets;

0 The charter of the unit to be privatized;

g) Distribution of the base capital, determined in accordance with Article 12 
of this law;

h) A list of liabilities taken over by the company to be formed at the time this 
law comes into effect;

2) Share purchase regulations:

a) Terms for share sale, which do not exceed three years. Share purchase 
terms determined by the regulations for the competition may not be changed;

b) The volume of the first payment, which is 15% of the share packet's 
nominal value and which shall be paid within two months from the moment .the results 
of competition are announced;

c) Means of payment;

d) Regulations (warrants) for assets use and goods production;

e) Regulations (warrants) for the maintenance of employment, requirements 
of the personnel policy of a potential purchaser;

0 Investment guarantees;

g) Environmental protection measures needed;

h) Other regulations (warrants).

3) Dates for submitting competition plans, at least two months from the time 
the competition is announced.



2. Resources gained during the privatization process are used as follows:

1) for paying off the debts of the enterprise to the suppliers of agricultural 
products;

2) the rest of resources shall be divided as follows:

- 50% are transferred to the state privatization fund;

- 50% are transferred to the production development fund of the company and 
are used for the development of the company's material technical supplies and current
assets. •
Article 19 Prospectus of the Company

1. The Privatization Commission organizes and conducts the development and 
publishing of the prospectus of the unit to be privatized.

2. The prospectus of the company shall contain the following:

1) The name and structure of the unit to be privatized, its capacity;

2) The volume of the base capital, number of capital shares and their nominal
value;

3) The distribution of the base capital;

4) Capital share purchase regulations, procedure and dates, as well as 
discounts;

5) The type name, objectives, and location of the company, the Privatization 
Commission's address, phone and reception hours;

6) The company's management structure and its formation.

3. Within two weeks after the distribution of state joint-stock company's shares and 
approval of their purchase regulations, the prospectus of the company shall be 
published in the local press of that region in which the share purchasers are located, 
determined by the share distribution.

^

Article 20 The Charter of the Company

The Charter of the company shall correspond to the Republic of Latvia law "On Joint- 
stock Companies".

Chairman, Supreme Council 
Republic of Latvia 
Secretary, Supreme Council 
Republic of Latvia



REPUBLIC OF LATVIA COUNCIL OF MINISTERS

Resolution nr. 562

Riga December 30, 1992

ON THE PROCEDURE OF PRIVATIZATION SCHEMES' APPROVAL, 
CHANGE AND ADDITION

In accordance with the Republic of Latvia Supreme Council resolution of June 17, 
1992 " On the procedure in which the Republic of Latvia law " On the Privatization 
Procedure of State and Local Government Owned Units (Enterprises)" comes into 
effect" the Republic of Latvia Council of Ministers enacts:

1. To approve the enclosed Regulations of the procedure in which privatization 
schemes are approved, changed and additioned.

2. Establish that Ministries (committees) may work out more specified instruction of 
the concepts mentioned in Article 1 of these Regulations what concerns the approval, 
change and addition of privatization schemes. This instruction shall be available for 
all persons submitting privatization schemes.

3. Establish that local government may work out more specified procedure of local 
government owned unit's (enterprise's) privatization scheme approval, change and 
addition in the chapter determining the activities of local government institutions in 
accordance with the concepts mentioned in Article 1 of the regulations.

4. To approve the enclosed Procedure in which the persons elaborating schemes 
receive information on the unit (enterprise).

5. Approve the enclosed examples of State (local government) owned unit's 
(enterprise's) privatization scheme and Information list of the unit (enterprise) to be 
privatized.



6. Recommend to the persons elaborating privatization schemes use the enclosed 
methodology for writing a business plan included into the privatization scheme.

7. Establish that the sample of State (local government) unit's (enterprise's) 
privatization scheme is not valid for the state unit's (enterprise's) privatization 
schemes submitted before the moment this resolution comes into effect, and Article 6 
of the resolution is not applied to these schemes.

8. The resolution shall be published at the official edition of the Republic of Latvia 
Supreme Council and Council of Ministers "AP MP", expenditures connected with 
the publishing are covered from the state property privatization fund.

Republic of Latvia 
Council of Ministers, 
Chairman Ivars Godmanis

Republic of Latvia 
Minister of State Janis Dinevics



THE REPUBLIC OF LATVIA MINISTRY OF AGRICULTURE

ORDER

February 25, 1993 Nr.70

Riga

On the Implementation of the MOA's 
Functions Determined by 
the Republic of Latvia Law 
"On the Privatization of Dairy 
Processing Plants"

To ensure the implementation of Article 7 of the Republic of Latvia law "On the 
Privatization of Dairy Processing Plants" and Article 3 of the Republic of Latvia 
Supreme Council Resolution on the enforcing of this law,

IT IS ORDERED:

1. To carry out the privatization of dairy processing plants in accordance with the list 
of units to be privatized (Appendix 1).

Amendments to the list of units to be privatized shall be submitted for approval by the 
cattle-breeding products department (Kleinbergs) and Agrarian reform department 
(Atkacuns) just after the term set by Article 1.1.2. of the law has expired.

2. To form a commission (Appendix 2) to determine state reserve keeping 
enterprises (units) temporarily not to be privatized and capital shares retained by the 
state.

3. That a commission mentioned in Article 2 of this order shall:

3.1 Prepare, in one week, and submit to the Council of Ministers a list of state 
enterprises which keep state reserves and are not subjected to privatization;

3.2. Prepare, in two weeks, in accordance with the law's "On the Privatization of 
Dairy Processing Plants" Article 7.2.3., a list of capital shares retained by the state 
showing their ratio in the units to be privatized.

4. The economic department (S. Culkstene) within a week shall determine the capital 
share owned by the state and submit it for approval in accordance with the regulations 
set by Article 17.3 of the law for those former dairy processing enterprises which as 
of April 15, 1992 by the instruction or decision of state administrative institutions 
were transferred to the share company "Koknese", Bauskas region's "Bauskas Piens", 
and the "Ventspils Pienotava", a company with limited liability. The newly produced 
value shall be taken into consideration.



5. By March 1, 1993 the cattle-breeding products department (G. Kleinbergs) 
together with the Agrarian reform department (V. AtkaEuns), taking into 
consideration recommendations of Agricultural departments (boards), shall form 
Privatization commissions.

6. The agricultural departments (boards) shall:

6.1. Coordinate milk producers' meetings, organize the nomination of candidates for 
Privatization commissions, as well as the establishment of pagasts dairy producers' 
cooperative associations;

6.2. Submit, in two weeks, to Cattle-breeding products department, the information 
en the nominated representatives envisaged by Article 5.2.5 of the law;

6.3. After the Privatization commissions are formed, publish the information on their 
membership in the local press.

7. Management of the units to be privatized:

(The general director of the Riga dairy kombinat M. Rava, general director of 
Valmiera dairy kombinat K. Skoba, general director of Rezeknes dairy kombinat P. 
Upenieks, director of Daugavpils dairy kombinat K. Bogdanovs, director of Jelgava 
dairy kombinat A. Skutans, director of Kraslava dry skimmed milk plant M. 
Marozovs, director of Aizpute dry skimmed milk plant L. ZarinS, director of Preiji 
cheese plant V. Solovjovs, director of Cesvaine butter-cheese plant A. Skoba, director 
of Liepaja dairy kombinat A. Saldovers, director of Jekabpils dairy kombinat L. 
Minakovska, chairman of the share company "Koknese" A. Paulans, head of Bauskas 
region's "Bauskas Piens" A. Tiesnesis, chairman of "Yentspiis Pienotava", a company 
with limited liability, I. Magurovs, director of Valmiera state butter-cheese depot J. 
Ozols, director of Jekabpils state butter-cheese depot N. Nikulenko, director of 
Rezekne state refrigeration facility J. Pavlov)

7.1. Shall ensure the implementation of Article 4 of the law;

7.2. Shall submit, by February 24, 1993, together with Agricultural departments 
(boards), a list of candidates for privatization commissions to the MOA.

8. Shall develop the procedure in which privatization projects of enterprises (units) 
are submitted and approved:

8.1. The elaborated privatization projects shall be submitted to the MOA working 
group to prepare dairy collecting and processing enterpriser for privatization;

8.2. Prior to the approval of privatization projects, they shall be coordinated with the 
cattle-breeding products department (G. Kleinbergs), the economic department (S. 
Culkstene), the agrarian reform department (V. AtkacTms) and the legal department 
(A. Elksne).



9. The implementation of this order is controlled by the First Deputy Minister A. 
Skele.

Dainis Qegers, Minister

The order is submitted by:

V. Atkaiuns, Agrarian Reform Department

G. Kleinbergs, Cattle-Breeding Products Department

Coordinated with:

S. tulkstene, Economic Department
A. Elksne, Legal Department
A. Ruskulis, Secretary of the Ministry

Melbardis.327977



Appendix 1

To the Republic of Latvia MOA's 
Order Mr. 70 of February 25,1993

List of Dairy Processing Enterprises (Kombinats) to be Privatized

1. Riga State Dairy Kombinat
2. Valmiera State Dairy Kombinat
3. Liepaja State Dairy Kombinat
4. Rezekne State Canned Milk Kombinat
5. Daugavpils State dairy Kombinat
6. Jelgava State Dairy Kombinat
1. Kraslava State Dry Skimmed Milk Plant
o. Aizpute State Dry Skimmed Milk Plant
9. Preili State Cheese Plant
10. Cesvaine State Butter-Cheese Plant
11. Ventspils Milkery
12. Bauska Kombinat
13. Aizkraukle Milkery
14. Nereta Milkery
15. Jekabpils Dairy Kombinat
16. Valmiera State Butter-Cheese Depot
17. Rezekne State Refrigeration Facility
18. Jekabpils State Butter-Cheese Depot



Appendix 2

To the Republic of Latvia MOA's 
Order Nr. 70 of February 25, 1993

The MOA Commission for Determining Capital Shares Retained by the State

A. Skele

G'. Kleinbergs

A. Jakobsons

D. Melbardis 

A. Elksne 

V. Labuckas 

A. Bondars

- First Deputy Minister, Chairman of the Commission

- Head of the Cattle-Breeding Products Department

- Division Head, Cattle-Breeding Products 
Department

- Chief Specialist, Agrarian Reform Department

- Head, Legal Department

- Chief Specialist, Economic Department

- Division Head, Latvian Institute of Agrarian 
Economy

A. Miglavs - Scientific Researcher, Latvian Institute of Agrarian 
Economy



THE REPUBLIC OF LATVIA COUNCIL OF MINISTERS 
RESOLUTION NO.537

Riga,December 18,1992

On the United States of America and the Republic of Latvia Agreement On the 
Supply of Agriculture Products under the Food and Progress Act

The Republic of Latvia Council of Ministers resolves:

1) to accept the United States of America government grant of 200 000 fodder corn 
grain.

2) to specify the text of the United States of America and the Republic of Latvia 
Agreement On the Supply of Agriculture Products under the Food and Progress Act 
and to take all the measures to ensure the reception of the corn grain grant.

3) to authorise the Republic of Latvia minister of agriculture Dainis Ge£ers to sign the 
agreement in the name of the Republic of Latvia, if signing of the agreement takes 
place in the Republic of Latvia; to authorise the Republic of Latvia ambassador to the 
United States of America Dr. Anatols Dinbergs to sign the agreement in the name of 
the Republic of Latvia, if signing of the agreement takes place in the United States of 
America.

4) the Republic of Latvia ambassador to the United States of America Dr. Anatols 
Dinbergs shall authorise one of the USA firms to organise the transportation of the 
corn granted by the United States of America to Latvia.

Chairman,
the Republic of Latvia Council of Ministers Ivars Godmanis

Minister of Agriculture, 
the Republic of Latvia Dainis Ge£ers



Ministry of Agriculture 

DECREE

Novembers, 1992 #280
Riga

On the transfer of the Tukums State 
Dairy Processing Plant to the 
Tukums Cooperative Association

In fulfilling the Republic of Latvia Supreme Council April 15, 1992 resolution 
"On the the Privatization of Dairy Collecting Stations and Processing Plants" and 
based upon the Tukums Cooperative Association, which was registered on June 3, 
1992 with application Nr. 920300176, hereby decree the following:

1. To reorganize the company "Tukums State Dairy Kombinat" by transferring the 
Central Dairy Kombinat in Tukums, and the Jaunpils and Kandavas milkeries as 
territorially and technologically independent producing units in the Tukums Dairy 
Cooperative Association.

2. To form a transfer Committee made up of the following:

J. Francs - Regional Director of the Tukums Agriculture Department, Chairman 
of the Committee

J. P|avans - Director, State Tukums Dairy Kombinat

R. Praulina - Chief Accountant, State Tukums Dairy Kombinat

L. KukSa - Chief Accountant, Tukums Dairy Cooperative Association

J. Skvarnovic's' - Chairman of the Board, Tukums Dairy Cooperative Association

I. Belinska - Commercial Director, Tukums Dairy Cooperative Association

3. The transfer Committee:

3.1 will write and sign an Act of Transfer as stipulated in the procedures of 
the Ministry of Agriculture Decree number 178;
3.2 will submit confirmed transfer documents to the Ministry of Agriculture 
by November 20, 1992;
3.3 will settle accounts with workers as stipulated by the DLK norms.

4. To arrange for the removal of the dairy kombinat from the Register of Enterprises.

5. To assign the cattle administration (director, G. Kleinbergs) to control the state 
capital until the privatization of the agricultural production processing enterprise.



6. To assign the management of the fulfilment of the decree to the First Deputy 
Ministry A. Skele.

(signed by all) 
Minister

The Decree is submitted by: 

Livestock Production Administration 

Agrarian Reform Administration

D. Qegers

G. Kleinbergs 

I. Martinsone

Concurred by:

1st Deputy Minister 
Economic Administration 
legal Administration 
Minister's Secretary

A. Skele 
S. Culkstene 
A. Elksne 
A. Ruskulis

Melbardis 
Jakabsons

327977
327451



Property Transfer
ACT

regarding the transfer of ownership of the dairy collecting and processing 
plant to the Tukums Dairy Cooperative Association

Tukums November 13, 1992

We, the undersigned, Janis Pjavans, Dairy Kombinat representative, and Janis 
SkvarnoviCus, representative of the Dairy Cooperative Association, agree to the 
following:

1. The Tukums Dairy processing plant, in accordance with the Supreme 
Council Resolution of April 15, 1992 "On the Privatization of Dairy Collecting and 
Processing Enterprises" transfers, without compensation, the Tukums Dairy 
Kombinat Center, the Jaunpils Milkery and the Kandavas Milkery, to the Tukums 
Dairy Cooperative Association.

The Address of the Tukums Dairy Kombinat: 7. Jelgava Street, Tukums, 
transferred value 89,973.2 thousand rubles, therein base funds of 6,493.9 thousand 
rubles. 
The Inventory list is attached.

2. The parties to this agreement have no material or other claims.
3. The property(assets) has not been frozen and is not burdened with debts.
4. The Tukums Dairy Cooperative Society assumes responsibility for 

securing the transferred state capital and rational use of it until such a time, when the 
law on agricultural production processing enterprise privatization.

5. There are two copies of this agreement; one for each party.

Coordinated:

Director, Tukums Dairy Kombinat Tukums Dairy
Cooperative Association 

(signed) (signed)



Nr.

Appendix 1

INVENTORY LIST OF
THE DAIRY COLLECTING AND PROCESSING PLANT 

TUKUMA DAIRY PROCESSING KOMBINAT

Name of the unit Value of balance 
remains (th. rubles) 
in the prices of 1992

Value determined 
by experts (th.rbl.)

Production units, including 3870.6
technological equipment at 1798.8

- Tukuma milkery 1584.4
- Jaunpils milkery 22.9
- Kandavas milkery 191.5

Service units, including 1508.1 
technological equipment at 1.0

- Tukuma milkery
- Jaunpils milkery
- Kandavas milkery 1.0

Social sector, including 
technological equipment

Apartemnts sector, including 812.1
- Tukuma milkery 624.6
- Jaunpils milkery 127.6
- Kandavas milkery 59.9

Movables (vehicles), including 303.1
- Tukuma milkery 250.3
- Jaunpils milkery 34.9
- Kandavas milkery - 17.9

Director of Tukuma dairy processing kombinat 

Chief accountant

(J.PJavans) 

(R.Praulina)



Till- Kl-riMLir 01 : LATVIA MINISTRY OF AGRICULTURE

Riga, Dec, 12. 1992

OKDHR N<>3?/>
on I.IUIIIDATION OI-TONCI-KN LATVIJAS LA/WM
As the Krpnhlic of Latvia Council of Ministers Novcmher 9, 1992 Decision No '171 
n/j Sitmniun in tticinl am/ Other drain I'twluct Supply stops // the activities of 
cxrcuiivT hoilics of tin* concern l^iivijas Inbihn, we order, lhal:

I A liquidation coininission of the, concern L:\tvijns Inbibn shall he established. The 
lollmvinj1 persons shall he included into the coniniission:

Amis Itei/.ins - chairman of the coininission, vice-president of the concern
/.;ifu/;/.v Inhihn

.l;inis Adamsons - deputy-chairman of the coininission, stale representative 
aiiiliniised liy the Ministry of Agriculture.

I.. Maimina - chief accountant of Lntvijns labihn

R. Makarc - concein Lnlvijns luhibti chief specialist on grain reserve and 
co-opeiation with fanners

A. Tiilunovs - head of the Stale Grain Inspection

L. Mclherga - concern Lnlvijns Inhihn leading specialist on bread production

N. Kundeiis - concern Lnlvijns Itibiba leading specialist on mechanics, 
energetics and healing systems

N. I'elrasa - concern Lnlvijus Inhibit chief specialist on flour production 

L. Sevasijanova - concern Lafvi/'aN hibibn chief economist

"/.. Staris - vice-president of Lntvijns Inblbn, head of the finance and economy
set vice.

I. (Jiahko - chief specialist on flour and gloats sales, concern Lnlvijns Inbihn

('•. Kleinhergs - head ol the Animal-fainiing Product Board. Ministry of 
Aj'.iinilliire



1. Kalnina - chief specialist, Board of Lawyers, Ministry of Agriculture

A. Prodniece - chief specialist, Ministry of Agriculture

M. (Jiigalis - head of the Land-farming Board, Ministry of Agriculture

(?.) Thr commission shall:

2. I. close hank accounts of L;\tvij;ts Inhlhn, work out budget for the operating period 
of the commission and altc.r January 1,1993 open an account where money of the. 
concern is tianslcrie.d to,

2.2. en.sine shnrl-ir.rm coordination of un-inlenupled bread and other grain product 
piorluciion. niiiil new organi/.ing structures arc established;

2.3. continue with fulfilling// of the economic obligations of the concern;

?.'1. nolily employees of the. concern on the perspective dismissal connected with 
liquidation of the concern and shall settle accounts with the employees in accordance
\vilh the law.

2. r\ Milnnii liles of the concern lo the Archive and seals of the concern to the Interior 
.Seivirc of the Police. Depailme.nl;

2/i. transfer within a weak lo the new grain purchase and processing coordinating 
liodies stale assets presently under the. authority of the Ministry of Agriculture and the 
lespective economic rights and liabilities;

2.1. announce liquidation of the concern in the media; compile Ji balance sheet for Ihc 
operating pei iod of the liquidation commission;

f 
2.X. complete all operations by March I, 1993.

3. Dm ing the operating period of the commission:

3.1. Amis Bf:i7.in.s has the authority of (he firs! signature on lie banking documents 
concerning immediate management; Jiinis Adamsons has the aulhorily of Ihc first 
si/'.n.'iline on stale asset management issues;



.%'.2. Linda IJarmina has the authority of the .second .signature on banking documents;

'I. We preserve ihc control over ihc implementation of the present order.

lUinisl'T

The older has been sub'miltnl by. 
Agrarian rrloim hoard

D.

I. Martinsonc

In coordination with:

l : ii:,t Deputy Minister 
Deputy minister
Mnard ol I.awyeis 
Seineiniy ol tin1. Ministry 
Vice piesidenl ol the conceiil

A.
J. Adainsons
A. Hlksnc 
A. Ruskulis

A. UminB



The Republic of Latvia 
Minister of Agriculture

D. Oegeris 

04/03/93

DAIRY PRODUCERS ASSOCIATION "BAUSKAS PIENS"

No. 177 
02.03.93.

To: The LR Council of Ministers Chairman 1. Godmanis

Copies to: The LR Minister of Agriculture D. Gegeris

Bauska District Agriculture Department Director G. Liepa

in connection with Article 2 of the LR Supreme Council Resolution Ualcd 19/01/93 
"On the Order of How the Law On the Privatization of Dairy Processing Plants" takes 
effect.

According to the LSSR State Agroindustry Committee Resolution No 599, 
dated 11.10.86., the Bauska Dairy Processing Plant was handed over to the agrofirm - 
collective farm "Uzvara" as a low value state enterprise; it had the status of a 
subsidiary without a seal and bank account. The value of assets was 4,468 rubles, and 
their depreciation was 58.1%. It required tremendous effort to maintain the dairy 
cornbinm as a unit on a self- supporting basis and, after three years of unsuccessful 
entrepreneurial activity, establish itself as an independent unit against the monopoly 
of the collective farm for dairy processing in the district.

According to the LSSR State Agroinduslry Committee Order No.43 dated 
05/03/90, the Reorganization Commission had to draw up documentation on (he 
separation of the plant from the agrofirm, forming a state enterprise. Since the 
documentation was delayed until June 25, 1990, district dairy producers and 
processors founded the dairy producers' association to which, according to the LR 
CM decree No. 5-r dated May 23, 1990, as an exception, Bauska Dairy Combinat was 
handed over free of charge.

It is our opinion that during the course of these three years we have justified 
the confidence of the Council of Ministers:



Two years ago, "Bauskas Piens"was registered in the Enterprise Register as a 
limited liability company with 70% basic capital to the producers, 20 % to the 
employees, and 10% to service organizations.

t

We did not assign individually the fixed assets of the combinat, thus enabling 
them to be individually assigned only when the dairy producers privatization process 
is stabilized, not before 1994.

We did hot bother the government of Latvia with our problems concerning 
milk collecting and processing, settling payments milk suppliers within a month's 
time. .

On the basis of the above mentioned, we request that the Council of Ministers 
not cancel the Decree No. 5-r dated may 23, 1990, and gives permission to make 
amendments gradually, according to the LR laws and based on our three years' 
experience, to the Charter of "Bauskas Piens " Ltd., or change t!ie form of 
entrepreneurial activity according to the wishes of the dairy producers.

Supplemented is the list of "Bauskas Piens" processing plants. 

Board Chairman A. Tiesnesis

A. Dicmanis, 
24655



Supplement to No. 177 dated 02/03/93 

Description of "Bauskas Piens" processing plants.
«

- The Bauska dairy processing plant (milkery) - specializes in whole milk 
products. It was built 1923, and reconstructed in 1967. Current buildings and 
equipment are worn out. In 1988, the load bearing wall of the main building broke 
down, which has since been restored; production was not interrupted. However, it is 
a temporary solution, Currently, a new plant for the production of whole milk 
products and dry skimmed milk has been started. 54.4% of milk produced in Bauska 
district has been received in 1992.

- The lecava dairy processing plant - specializes in soft cheese. It was built in 
1939 and has never been reconstructed. Only repairs have been performed. 15.7% of 
milk produced in Bauska district has been received ir. 1992.

- The Steipe dairy processing plant specializes in butter production. It was 
built in 1939, and reconstructed in 1969. The buildings and equipment are suitable 
for the production of butter and are able to stand competition. 29.9% of milk 
produced in Bauska district has been received in 1992. In addition, the lecava plant 
has supplied 801.4 tor.j, and the Bauska plant 2321.0 tons of sweet cream. The total 
amount of milk used for butter production in Steipe constitutes 85% of milk produced 
in the Bauska district.

General Director of "Bauskas Piens" A. Dicmnnis



THE REPUBLIC OF LATVIA MINISTRY OF AGRICULTURE

Riga, Dec. 12,1992

ORDER No 326
ON LIQUIDATION OF CONCERN LATVUAS LAB1BA

As the Republic of Latvia Council of Ministers November 9, 1992 Decision No 471 
On Situation in Bread and Oilier Grain Product Supply stops // the activities of 
executive bodies of the concern Latvijas Iabiba, we order, that:

I. A liquidation commission of the concern Latvijas Iabiba shall be established. The 
following persons shall be included into the commission:

Amis Berlins' - chairman of the commission, vice-president of the concern 
Latvijas Iabiba

Jam's Adamsons - deputy-chairman of llie commission, state representative 
authorised by the Ministry of Agriculture

L. Barmina - chief accountant of Lalvijas Iabiba

R. Makare - concern Latvijas Iabiba chief specialist on grain reserve and 
co-operation with farmers

A. Trifonovs - head of the State Grain Inspection

L. Melberga - concern Latvijas Iabiba leading specialist on bread production

N. Rundens - concern Latvijas Iabiba leading specialist on mechanics, 
energetics and heating systems

N. PetraSu - concern Latvijas Iabiba chief specialist on flour production 

L. Sevastjanova - concern Latvijas Iabiba chief economist

Z. Staris - vice-president of Latvijas Iabiba, head of the finance and economy 
service

I, Grabko - chief specialist on flour and groats sales, concern Latvi/as Iabiba

G. Kleinbergs - head of the Animal-farming Product Board, Ministry of 
Agriculture

I. Kalnina - chief specialist, Board of Lawyers, Ministry of Agriculture



A. Prodniece - chief specialist, Ministry of Agriculture

M. Grigalis - head of the Land-farming Board, Ministry of Agriculture

(2) The commission shall:

2.1. close bank accounts of Latvijas labiba, work out budget for the operating period 
of the commission and after January 1,1993 open an account where money of the 
concern is transferred to,

2.2. ensure short-term coordination of un-interrupted bread and other grain product 
production, until new organizing structures are established;

2.3. continue with fulfilling// of the economic obligations of the concern;

2.4. notify employees of the concern on the perspective dismissal connected with 
liquidation of the concern and shall settle accounts w'th the employees in accordance 
with the law.

2.5. submit files of the concern to the Archive and seals of the concern to the Interior 
Service of the Police Department;

2.6. transfer within a weak to the new grain purchase and processing coordinating 
bodies stale assets presently under the authority of the Ministry of Agriculture and the 
respective economic rights and liabilities;

2.7. announce liquidation of the concern in the media; compile a balance sheet for the 
operating period of the liquidation commission;

2.8. complete all operations by March 1, 1993.

3. During the operating period of the commission:

3.1. Amis BerzinS has the authority of the first signature on 'he banking documents 
concerning immediate management; Janis Adamsons has the authority of the first 
signature on state asset management issues;

3.2. Linda Barmina has the authority of the second signature on banking documents;

4. We preserve the control over the implementation of the present order.



Minister D. Qe&ers

The order has been submitted by: 
Agrarian reform board I. Martinsone

In coordination with:

First Deputy Minister 
Deputy minister 
Board of Lawyers 
Secretary of the Ministry 
Vice-president of the concern 
Lafvijas Jabfba

A.
J. Adamsons 
A. Elksne 
A. Ruskulis

A. BerzinS



INFORMATION ON IMPLEMENTATION OF COUNCIL OF 
MINISTERS NOVEMBER 20 RESOLUTION

ON STATE ENTERPRISE PRIVATISATION PROJECT 
DEVELOPMENT AND ADOPTION

ARTICLE 14

1. To take into account information presented by ministers.

2. Ministers shall submit to the Council of Ministers reports on the 
situation in stale enterprise privatisation project development and 
adoption by December 30 this year and shall lake measures lo speed the 
privatisation process of these enterprises.

3. Normunds Lusle shall arrange privatisation training courses for 
privatisation commission members from ministries and local 
governments.

4. To Minister of Agriculture Dainis Qegers:

4.1. Slate enterprise Labibas birojs shall be established by February 1, 
1993 and draft laws On Grain Market and Oil Grain Processing Enterprise 
Privatisation submitted lo Ihe Council of Ministers.

4.2. Evalualion of concern Lalvijas labiba enterprises shall be completed 
and arrangements for grain processing state enterprise privatisation shall 
be made by March 1, 1993.

Chairman,
the Republic of Latvia Council of Ministers

Ivars Godmanis



INFORMATION ON IMPLEMENTATION OF COUNCIL OF 
MINISTERS NOVEMBER 20 RESOLUTION

ON STATE ENTERPRISE PRIVATISATION PROJECT 
DEVELOPMENT AND ADOPTION

ARTICLE 14

1. To lake into account information presented by ministers.

2. Ministers shall submit to the Council of Ministers reports on the 
situation in slate enterprise privatisation project development and 
adoption by December 30 this year and shall lake measures to speed the 
privatisation process of these enterprises.

3. Normunds Luste shall arrange privatisation training courses for 
privatisation commission members from ministries and local 
governments.

4. To Minister of Agriculture Dainis Qegers:

4. J. Slate enterprise Labibas biwjs shall be established by February 1, 
1993 and draft laws On Grain Market and On Grain Processing Enteiprise 
Privatisation submitted to the Council of Ministers.

4.2. Evaluation of concern Latvijas labiba enterprises shall be completed 
and arrangements for grain processing stale enterprise privatisalion shall 
be made by March 1, 1993.

Chairman,
llic Republic of Latvia Council of Ministers

Ivars Godmanis



Riga, November 9,1992

DECREE No. 471

ON THE SITUATION IN BREAD AND OTHER GRAIN PRODUCT SUPPLY

Acquainted with the MOA and State Control information on the activities of the 
concern Latvijas labiba and the situation in bread and other human consumption grain 
product supply, the Council of Ministers decides:

(1) The gradual bread price increase implemented by MOA and induced by energy 
price, grain purchase price and other resource price growth does not conflict with 
the legislation.

(2) Bread Wholesale Price Regulation Fund has ensured gradualness of bread price 
increase corresponding to the level of production expenses and their estimated 
growth, as well as uninterrupted bread and other grain product supply to inhabitants 
of Riga and other parts of Latvia.

(3) To approve the transfer of the assets from re-pricing of grain and grain products 
in grain and grain processing enterprises to the increase of statutory funds of these 
enterprises.

(4) As operations of the concern Latvijas labiba does not comply with the Republic 
of Latvia Law On Entrepreneurial Activities and its operations-- bread baking and 
other grain product production and sales-- carry distinct features of monopoly 
activities, as well as because functions of the managers of the concern Latvijas labiba 
are incompatible with private entrepreneurship, the Ministry of Agriculture shall:

4.1. Stop functioning of the executive bodies of the concern Latvijas labiba on Dec 
31,1992.

4.2. Take the state assets of the executive bodies of the concern Latvijas labiba under 
MOA tenure (to appoint temporary governor of the state assets);

4.3. To submit to the Council of Ministers of the Republic of Latvia suggestions on 
the establishment of a new structure to perform state duties in grain and grain



product market to coordinate grain purchase and processing and to be the legal 
successor to the concern Lafvyas /abfba.

(5) The Republic of Latvia Monopoly Activity Supervision Committee shall ensure 
control over groundedness of bread and other grain product pricing in bakery product 
enterprises of the country in accordance with the legislation.

(fi) MOA in cooperation with the Ministry of Justice shall apprise managers' of the 
concern Latvijas labiba degree of responsibility for violations discovered by the 
Republic of Latvia State Control, and if necessary, bring the case to the court.

(7) Mr Skele, First Deputy Minister of Agriculture, shall inform the Supreme Council 
Commissions involved and media on the present Resolution.

(8) The Resolution takes effect with the date it is signed.

Chairman,
The Council of Ministers
of the Republic of Latvia

Ivars Godmanis

Minister of Agriculture 
of the Republic of Latvia

Dainis Geg'ers



THE REPUBLIC OF LATVIA COUNCIL OF MINISTERS 
RESOLUTION N0.537

Riga, December I H.I 992

On (he United States of America and the Republic of Latvia Agreement On (he 
Supply of Apiculture Products under the Food and Progress Act

The Republic of Latvia Council of Ministers resolves:

1) to accept the United States of America government grant of 200 000 fodder com 
grain.

2) to specify the text of the United States of America and the Republic of Latvia 
Agreement On f/ie Supply of Agriculture Proc/ucf.s under the Food and Prog raw Act 
and to take nil the measures to ensure the reception of the corn grain grant.

3) to authorise Ihc Republic of Latvia minister of agriculture Dainis C-c£crs to sign the 
agreement in Ihc name of the Republic of Latvia, if signing of the agreement takes 
place in the Republic of Latvia; to authorise the Republic of Latvia ambassador to the. 
United States of America Dr. Anatols Dinbcrgs to sign the agreement in the name of 
the Republic of Latvia, if signing of the agreement takes place in the United States of 
America.

4) Ihc Republic of Latvia ambassador to the United Stales of America Dr. Anatols 
Dinbcrgs shall authorise one of Ihc USA firms to organise the transportation of the 
com granted by the United Stales of America to Latvia.

Chairman,
the Republic uf Latvia. Council of Ministers \vavs Godmanis

Minister of Agriculture,
the Republic of Latvia Dainis fycgcrs
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VIDE.XLS

(*) 
PM

MAC

Pollution of lakes and small rivers with effluent containing this substance is prohibited 
Pollution margin- concentration of the pollutant in effluent. 
If the pollution, at the point where the effluent exits the drainage systemt, exceeds 
the margin, the emitter pays increased nature tax.
Maximum allowed concentration. Marginal concentration of the respective substance 
in the water, it determines for what purposed the water can be used. 
Synthetic surface-active substances (detergents) - sintetiskas virsmas-aktlvSs vielas 
biological oxygen consumption-biologiskais skabekja pate°rin§ 

**** chemical oxygen consumption- klmiskais skabekja patSriijS

The list can be expanded in accordance with the water protection requirements.

***



PIENS.XLS

REPUBLIC OF LATVIA MINISTRY OF AGRICULTURE 
1992 Report on Major Products /as of January 1,1993/

enterprise

Butter Production from State Resourc

Riga Milk Plant
Valmiera Milk Plant
LiepSja Milk Plant
Rezekne Canned Milk Plant
Daugavpils Milk Plant
Jelgava Milk Plant
Kras'ava Dry Skim Milk Plant
Aizpute Dry Skim Milk Plant
JSkabpils Mi!k Plant
Preiji Cheese Plant
Bauskas pienotava
Tukums Milk Plant
TOTAL

estimate

:es(t)

0
0
0
0
0
0
0
0
0
0
0
0
0

in fact

1682
6095
3854
5075
1225
3447
1868
1282
1024
1520
2252
1269

30593

fullfilled
%

»*» *
*»» *
»»» «
*** *
*»» *
*** *
*** *
*«* *
*** *
*»» *
«»» *
»»» *
»*• *

difference

1682
6095
3854
5075
1225
3447
186S
1282
1024
1520
2252
1269

30593

in fact for the respective
period last year

1609
7424
4825
6224

817
3825
3006
2356
1397
2494
2561
1765

38330

increase
7c

104.5
82.1
79.8
81.5

149.9
89.4
62.1
54.4
73.3
60.9
87.9
71.9
79.8

this year's difference from the respec­
tive actual amount last year

73
-1327

-971
-1149

408
-405

-1138
-1074

-373
-974
-309
-496

-7737
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PIENS.XLS

REPUBLIC OF LATVIA MINISTRY OF AGRICULTURE 
1992 Report on Major Products /as of January 1,19937

enterprise

Fat Cheese Production (t)

Riga Milk Plant
Valmiera Milk Plant
Liepaja Milk Plant
Rezekne Canned Milk Plant
Daugavpils Milk Plant
Jelgava Milk Plant
Agrofinn "Koknese"
Jekabpils Milk Plant
Preiji Cheese Plant
Bauskas pienotava
Tukums Milk Plant
Co-operative enterprise "Ventspils"
Saldus dairy
TOTAL

Including Processed Cheese (t)

Riga Milk Plant
Daugavpils Milk Plant
TOTAL

estimate

0
0
0
0
0
0
0
0
0
0
0
0
0
0

0
0
0

in fact

1139
4594
1003
2590

888
400
313
211

2183
496
431
104
302

14654

762
829

1591

(unfilled
%

»** *
*»» *
*** *
»** *
»»» *
*** *
*»» *
*** *
*** *
*** *
*** *
»** *
**» *
*** *

»»* »
*** *
*** »

difference

1139
4594
1003
2590

888
400
313
211

2183
496
431
104
302

14654

762
829

1591

in fact for the respective
period last year

2190
6129
1198
3202
2001
407
539
283

3647
686
422
238
341

21283

1325
1687
3012

increase
%

52
74.9
83.7
80.8
44.3
98.2

56
74.5
59.8
72.3

102.1
43.7
88.5
68.8

57.5
49.1
52.8

this year's difference from the respec­
tive actual amount last year

-1051
-1535

-195
-612

-1113
-7

-226
-72

-1464
-190

9
-134

-39
-6629

-563
-858

-1621
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REPUBLIC OF LATVIA MINISTRY OF AGRICULTURE 
1992 Report on Major Products /as of January 1,19937

enterprise

Whole-milk Products

Riga Milk Plant
Valmiera Milk Plant
Liepaja Milk Plant
Rezekne Canned Milk Plant
Daugavpils Milk Plant
Jelgava Milk Plant
Agriculture Firm "Koknese"
Kraslava Dry Skim Milk Plant
Jekabpils Milk Plant
Bauskas pfenotava
Tukums Milk Plant
Co-operative enterprise "Ventspils"
Saldus Dairy
TOTAL

Canned Milk Production

Rezekne Canned Milk Plant
TOTAL

estimate

0
0
0
0
0
0
0
0
0
0
0
0
0
0

0
0

in tact

91135
29396
18391
10604
12517
18526
3567

104
6394
4800

19770
7085
2898

225187

38608
38608

fulltllled
7c

»*» *

*** *
»»» *

*»* *

*»* *

*** *

*»» *

*** *

*»» *
*** *

*** *
*»* *

«»» *

**# *

**» *

*** *

difference

91135
29396
18391
10604
12517
18526
3567

104
6394
4800

19770
7085
2898

225187

38608
38608

in fact for tlie respective
period last year

197187
54291
38898
32662
39097
30205
7605

497
10051
12865
26699
18699
6738

475496

72088
72088

increase
<7c

46.2
54.1
47.2
32.4

32
61.3
46.9
20.9
63.6
37.3

74
37.8

43
47.3

53.5
53.5

this year's difference from die respec­
tive actual amount last year

-106052
-24895
-20507
-22058
-26580
-11679
-4038

-393
-3657
8065

-6929
-11614

-3840
-250307

-33480
-33480
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PIENS.XLS

REPUBLIC OF LATVIA MINISTRY OF AGRICULTURE 
1992 Report on Major Products /as of January 1,19937

enterprise

Dry Skim Milk, Whole Milk Substitut

Rezckne Canned Milk Plant
Daugavpils Milk Plant
Agriculture Firm "Koknese"
Kraslava Dry Skim Milk Plant
Aizpute Dry Skim Milk Plant
TOTAL

Including Whole-milk Substitute Prot
Kraslava Dry Skim Milk Plant
TOTAL

Dry Whole-milk and Ice-cream Mix F
Aizpute Dry Skim Milk Plant
TOTAL

Ice-cream Production
Riga Milk Plant
Valmiera Milk Plant
Rezekne Canned Milk Plant
Daugavpils Milk Plant
Jekabpils Milk Plant
Co-operative Enterprise "Ventspils"
TOTAL

estimate

e and Dry

0
0
0
0
0
0

uction (t)

0

reduction
0
0

0
0
0
0
0
0
0

in fact
Weigh Pi

1042
103
157

2200
1955
5457

0

(t)
1043
1043

3666
403
532
458

84
51

5194

fullfilled
%
•eduction

*** *
*** *
*** *
*** *
*** *
*** *

*** *

*** *
*** *

*** *
*** *
*** *
*** *
*** *
*** *
*** *

difference

1042
103
157

2200
1955
5457

0

1043
1043

3666
403
532
458

84
51

5194

in fact for the respective
period last year

1225
145
242

3013
2540
7165

573
573

737
737

5323
717
730

1272
346

17
8405

increase
%

85
71

64.8
73

76.9
76.1

' 0
0

141.5
141.5

68.8
56.2
72.8

36
24.2
30G

61.8

this year's difference from the respec­
tive actual amount last year

-183
-12
-85

-813
-585

-1708

-573
-573

306
306

-1657
-314
-198
-814
-262

34
-3211
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PIENS.XLS

REPUBLIC OF LATVIA MINISTRY OF AGRICULTURE 
1992 Report on Major Products /as of January 1,1993/

enterprise

Skim Milk Production (t)

Riga Milk Plant
Valmiera Milk Plant
Liepaja Milk Plant
Rezekne Canned Milk Plant
Daugavpils Milk Plant
Jelgava Milk Plant
Agriculture firm "Koknese"
Jekabpils Milk Plant
Bavskas pienotava
Tukums Milk Plant
Co-operative enterprise "Ventspils"
Saldus Dairy
TOTAL

estimate

0
0
0
0
0
0
0
0
0
0
0
0
0

in fact

9398
22067
16464
7154
4616

11540
3501
3868
4498
5637
3810

458
93011

fullfilled
%

*** *
*** *
*** *
*** *
*** *
*** *
*** t
*** *
*** *
**# *
*** *
**', *
*** *

difference

9398
22067
16464
7154
4616

11540
3501
3868
4498
5637
3810

458
93011

in fact for the respective 
period last year

5913
17481
26320
10146
3744

13960
8551
3090
4906
4150
3724

767
95056

increase 
<7c

158.9
126.2
62.5
70.5

123.2
82.6

409.4
125.1
91.6

135.8
102.3
59.7
97.8

this year's difference from the respec­ 
tive actual amount last year

3485
4586

-9856
-2992

872
-2420
2646

778
-408
1487

86
-309

-2045

\
'•^SZ
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IV-1 .XLS

STATE AND LOCAL BUDGET REVENUES IN JULY-AUGUST 1992

planned for collected % of planned for % of total 
2nd half 1992 in Jul.-Aug. 2nd half 1992

state budget revenues total
profit tax
turnover tax
excise tax
residents' income tax
payments on the use of state assets
revenues from duties
local budget revenues total
profit tax
residents' income tax
duties and other tax revenues
subsidies from state budget

14576
3970
5000
1380
1735
590
690

7670.2
1680

2065.1
42

3152.4

5629.3* 39
1240.8
1275

1010.2
433.4
292.1
147.3

3007.4
614.9
504.9
163.6

1408.7

32 •*
31
26
73
25
50
21
39
37
24

3.9 times
45

100
22

22.6
17.9
7.7
5.2
2.6
100
20.4
16.8
5.4

46.8

* including a bank loan of rbl.954 mil.
** with and without the loan
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RUJ-1.XLS

RUJIENA DAIRY PRODUCTS AND BY-PRODUCTS

the Russian Cheese
5% butter-fat cheese

ice-cream
2% butterfat milk

ice-cream cakes
skim-milk
weigh
raw casein
whole-milk to Riga
total

1st half 1992 
t

54.2
55.3

160.7
159.3

1.9
3142.6
1384.9

24.7

July& August 
t

64.5
7.3

140.4
49.9
0.5

1000.6
792.2

20

cost total 
thousand Rbl.

5194.3
1170.2
3727.5

133.1
99.1
2377
31.3

600.2
33.3

13366

sales price, Jul.-Aug. 
Rbl. /kg

82
46
31

0.74
70

1.
0.02

53

profit 1st half 1992 
thousand Rbl.

45.3
582.5

1799.5
-21.9
22.7

-359.2
-5

708.9
-0.8

2772.7

RUJIENA DAIRY FINANCIAL RESULT ESTIMATES FOR 1993 (THOUSAND ROUBLES)

sales revenues
(1) 434787.5 
(1) 406300.1

expenditure
385399 
455909

profit
49388.5 
49608.9

PAYROLL ACCOUNT AND 1993 PAY ESTAIMATE FOR DAIRY EMPLOYEES

employees

75

average pay 
Aug/ thous. Rbl.

4.2

growth
1.14 times
Rbl.4.8 thous.

1 .8 times
Rbl. 7. 58 thous.
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RUJ1ENA2.XLS

RUJIENA DAIRY MILK USE IN 

I. WHOLEMILK

1993 (TONNES)

the Russian cheese 

5% butterfat cheese 

ice-cream & cakes

milk needed
to produce 1t 
of product

10.5 
0.55 

4

1st quarter
produced

10 
40 

85 + 1

milk used

105 
22 

346

2nd quarter
prod.

25 
25 

121.5

m. used

263 
13.75 

486

3rd quarter
prod.

25 
25

24

m. used

263 
13.75 

380

4th quarter
prod.

10 
40 

80 + 0.

m. used

105 
22 

322

year 1993
prod.

70 
130 
384

m. used

736 
71.5 
1534

milk use, total
milk for separation

planned 3.5% b-fat milk purchase

planned 4% b-fat milk purchase

un-used 3.5% b-fat milk

? 473
1147.8

1996
1746.5

375

763
1909
2950
2581

278

657
1860
3108

2719.5
591

449
1117
1890
1654

324

2341.5
6034
9544
8701
1568

II. SKIM-MILK USE (TONNES)

the Russian cheese 

5% cheese 

casein

milk needed
to produce 1t 

of product
2.8 

12.02 
16.2

1 st quarter
produced

10 
40

milk used

28 
480.8

2nd quarter
prod.

25 
25 
35

m. used

70 
300.5 

567

3rd quarter
prod.

25 
25 
30

m. used

70 
300.5 

486

4th quarter
prod.

10 
40

m. used

28 
480.8

year 1993
prod.

70 
130 

65

m. used

196 
1563 
1053

skim to dairy producersand 1 % loss*

skim total to be produced

milk to be separated

and 35% cream produced out of it

weigh processed as by-product**

489.8
998.6

1147.8
149.2

509

723
1660.5

1909
248.5
517.8

761.5
1618
1960

242
517.8

463
972

1117
145.2
508.6

2436
5249.5

6034
784

2053

* dairy producers purchase skim-milk that equals 27% of the total milk amount they have brought to the dairy

* * equals 80% of milk and skim-milk used for the production of cheese
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VALMIERA DAIRY PRODUCTION COST AVERAGE

RUJIENA3.XLS

1.

II.

III.
IV.
V.
VI.
VII.

VIII

IX.

production cost
entri

milk purchase and
other raw materials
deliveries and

transportation
consumables
fuel
pay & addit. pay
social tax (37%)

equipment mainte­

the Russian cheese
Jun-92

78.46

5.259
3.2

4.01
2.2

0.814
3.157

nance
general admini­

strative costs
non-administrative

cos
total
milk and ether raw
material part in the
production cost

3.284

0.61
100.99

78%

growth rate

1.45

1.45
1.19

1.8
1.14

1.1
1.49

1.46

1.15
1.45

Oct-92

113.767

7.625
3.8
7.2
2.5
0.9
4.7

4.8

0.7
146

78%

5% cheese
Jun-92

18.6

1.3
2.8
2.3
1.9
0.7
2.8

2.9

0.2
33.4

56%

growth rate

1.46

1.38
1.18
1.78
1.37
1.29

1.5

1.45

1
1.45

Oct-92

27.2

1.8
3.3
4.1
2.6
0.9
4.2

4.2

0.2
48.5

56%

Jun-92

29.7

3
1.5
2.5
0.5
0.2
1.2

0.2

38.8

77%
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RUJIENA3.XLS

VALMIERA DAIRY PRODUCTION COST AVERAGE (CONTINUED)

1.

II,

III.
IV.
V.
VI.
VII.

VIII

IX.

production cost
entri

milk purchase and
other raw materials
deliveries and

transportation
consumables
fuel
pay & addit. pay
social tax (37%)

equipment mainta-
nan

general admini­
strative costs

non-administrative
cos

total
milk and other raw
material part in the
production cost

skim-milk
Jun-92

1.3

0.005
0.002

0.007

0.007

1.315

99%

growth rate

1.54

-
-
-

1.2
1

1.43

1.29

-
1.69

Oct-92

2

-
-
-

0.006
0.002

0.1

0.009

-
2.06

97%

cream
Jun-92

56.8

5.6
0.4

0.6
0.5

0.6

0.5

65.3

87%

growth rate

1.41

1.29
1.5

-
1.83
0.71

1.5

1.5

-
1.4

Oct-92

80.3

7.2
0.6

1.1
0.7

0.7

0.7

91.3

83%

Jun-92

0.02

0.012
0.004

0.015

0.017

0.068

34%
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RUJIENA3.XLS

VALMIERA DAIRY PRODUCTION COST AVERAGE (CONTINUED)

1.

II.

III.
IV.
V.
VI.
VII.

VIII

IX.

production cost
entri

milk purchase and
other raw materials
deliveries and

transportation
consumables
fuel
pay & addit. pay
social tax (37%)

equipment mainta-
nan

general admini­
strative costs

non-administrative
cos

total
milk and other raw
material part in the
production cost

whole-milk
Jun-92

7.3

1.6
0.1
0.2
0.1

0.007

0.3

0.2

-
9.9

74%

growth rate

1.41

1.43
2
2
1

1.29

1.67

1.5

-
1.41

Oct-92

10.3

2.3
0.2
0.4
0.1

0.009

0.5

0.3

-
14

74%

Rujiena dairy average /ice-cream
Jun-92

37.64

1.2
0.51

6.8
1.22
0.71

0.23

0.3

-
48.64

77%

growth rate

1.41

1.83
1.2
1.6
1.5

1.55

1.41

1.67

-
1.45

Oct-1992

52.97

2.2
0.61
10.9
1.44

1.1

0.32

0.5

-
70.55

75%
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RUJIENA5.XLS

RUJIENA DAIRY 1993 MILK PURCHASE , GASOLINE PRICE AND RESOURCE PRICE PLANNED INCREASE 

AS COMPARED TO 1992 4TH QUARTER LEVEL

varinat raw milk punches price gasoline price resource price increase 

No thousand Rbl./t thousand Rbl./t as compared to 4th quart. -92
1
2
3
4
5
6

20
20
30
20
20
20

70
70
70
70
70
70

30
60
30
SO
60
60
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RUJIENA6.XLS

PRODUCTION COST CALCULATION FOR BUTTER AND CHEESE PRODUCED 
IN VALMIERA FROM RUJIENA CREAM AND UNPROCESSED MILK

time 
period
Jan-Mar

Apr-Jun

Jul-Dec

butter 
production (t)

49

82

128

processing cost 
thousand Rbl./t

20

20

20

cream prod, cost 
thousand Rbl.
Variant 1 1 78.45
Variant 2 1 82.7
Variant 1 258.5
Variant 2 262.7
Variant 1 258.5
Variant 2 262.7

cream 
amount (t)

149.2

248.5

387.5

process, cost 
thousand Rbl.

27505
28219
65877
66921

102651
1 04277

sales price 
th. Rbl.

625
635
870
920
870
920

sales revenues 
thousand Rbl.

30825
31115
71940
75440

111360
117760

profit 
thous.Rbl.

3240
2896
5463
8519
8709

13483

time 
period
Jan-Mar

Apr-Jun

Jul-Dec

cheese 
production (t)

28.2

20.9

68.9

processing cost 
thousand Rbl./t

27

27

27

milk production cost 
thousand Rbl.
Variant 1 27.3
Variant 2 28.4
Variant 1 37.3
Variant 2 41 .7
Variant 1 37.3
Variant 2 41.7

milk 
amount (t)

761

278

919

process, cost 
thousand Rbl.

10998
11411
10933

12156.6
36159
40802

sales price 
th. Rbl.

440
457
575
620
575
620

sales revenues 
thousand Rbl.

12408
12887
12017
12958

39817.5
42718

profit 
thous.Rbl.

1410
1476

1084.5
801

3498.5
1916

Jan-Mar period
Varinant 1 —— raw milk purchase price 20 Rbl/kg

resource priec increase 30% ( compared to Oct-Dec period 1992) 
Varinant 2—— raw milk purchase price 20 Rbl/kg

resource priec increase 60% { compared to Oct-Dec period 1992)

Apr-June and July- Dec. periods
Varinant 1 —— raw milk purchase price 30 Rbl/kg

resource priec increase 30% { compared to Oct-Dec period 1992) 
Varinant 2-— raw milk purchase price 30 Rbl/kg

resource priec increase 60% ( compared to Oct-Dec period 1992) 
Gasoline price is expected to remain at the level of 70 Rbl/l through year 1993
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,V RUJIENA7.XLS

RUJIENA DAIRY
NECESSARY CREDIT RESOURCE CALCULATION FOR 1993
NECESSARY WORKING CAPITAL CALCULATION FOR 1993 (THOUSAND ROUBLES)

VARIANT 1 (30% RESOURCE PRICE INCREASE, GASOLINE PRICE 70 Rbl/l)

production expenditure 
revenue 
working capital needed 
surplus ( + ) 
deficit (-)

Jan-Mar'93
60209 
69398 
54820 
14578

Apr-June '93
119933 

134421.5 
107420 

27001.5

July-Dec'93
205257 
230968 
1 84440 
46528

1993
385399 

434787.5 
346680 
88107.5

VARIANT 2 (60% RESOURCE PRICE INCREASE, GASOLINE PRICE 70 Rbl/l

production expenditure 
revenue 
working capital needed 
surplus ( + ) 
deficit (-)

Jan-Mar'93
62509 
70213 
56870 
13343

Apr-June '93
124999.1 

142614 
111920 
30699

July-Dec'93
218792 
243082 
1 96440 
46642

1993
406300.1 

455909 
365230 

90679
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(OOO's of Latvian rubles)
1. Assets and Investments
Assets
Non-material assets
Capital investments
and advances
Machinery
Long-term invstmts.
Use of Profit
Payment to owners
Payment for property
Losses
Total

10

20

30

35

40

SO

65

70

80

90

2. Inventory and Expenses
Inventory
Semi-finished goods
Inventory expenses
Pre-paid expenses
Finished production
Goods
Other inventory
and expenses
Total

WO

11O

120

130

140

150

160

170

3. Cash, A/R, and other assets
Cash (in the plant)
Bank account
Hard curr. account
Other bank accounts
Other funds
Short-term invest.
Use of borrowed
funds
Accounts receivable:
- goods&services
- exchange received
- advances
- state budget
- with other debtors
- loans to employees
Unpaid expenses
Other assets
Total

Balance

200

210

220

230

240

250

270

300

310

320

325

330

340

350

360

370

1. 1.92
74499

9405

1889

21398

107191

7005
125

2
19009

74

26215

2
392

14
624

10

24338

54
44

8662
34140

167546

1.4.92
74537

12669

2178

22652

112036

22449
835

736
39185

622

63827

17
2026

29
586
611

1 24279

170
53

1034
128805

304668

1.7.92
74742

16988

2345

49961

144036

28330
1648

690
135795

431

166894

110
4053

749
1266
6809

181680

120
36

194823

505753

1.10.92
75919

24697

3275

103192

207083

76452
4251

1384
125609

1642

20S338

905
3534

789
1102
7846

254583

1146
32

269937

686358

100R/U
Jan US$

745
0

94
0

19
0

214
0
0
0

1072
0
0

70
1
0
0

190
1
0
0

262
0
0
0
4

6
0
0
0
0
0

243
0
0

1
0
0

87
341

1675

170R/1$
Oct US$

447
0

145
0

19
0

607
0
0
0

1218
0
0

450
25
0
8

739
10
0
0

1231
0
0
5

21
5
6

46
0
0
0
0

1498
0
0
0
7
0
0
0

1588

4037

Variance
-40%

54%

2%

184%

14%
0
0

542%
1900%

40606%
289%

1205%

370%

430%

4%
46053%

515%

1148%
-57%

-100%
365%

141%

Page 1



VALMIERA.XLS

•
1
m
m

Hii

(OOO's of Latvian rubles)
1. Liabilities
Statute fund
(overpricing effect)
Used assets
Used minor assets
Investment financing
Property payments
Special funds
Future reserve
Depr. & maint.
Income next period
Value of unsold gds.
Repricing value
Profit
Total

Code
400

40 1

410

420

430

440

L_ 450

460

470

480

490

500

510

520

2. Credits and other loans
Short-term credits
1-3 year credits
Long-term credits
Unpaid loans
Short-term loans
Long-term loans
Total

6OO

610

620

630

640

650

660

3. Accounts payable and other liab.
Accounts payable:
- for goods and serv.
- exchange forward
- advances recv'd.
- to the budget
• stabiliz. fund
- insurance
- salaries
- other creditors
Loans to workers
Other liabilities
Total

Balance

700

710

720

730

735

740

750

760

765

770

780

1. 1.92
31116
32233
29567

1702
10893

10345
410

6

5

21398
137675

11579

11579

13558

3077

535
731
391

18292

167546

1.4.92
97511

30123
1762

13809

20982
582
467

12

22652
187900

49761

49761

56525

7690

538
1871
383

67007

304668

1.7.92
96920

30734
1916

18088

30546
1104

531

6

49961
229806

11141

70000

81141

165893

20655

1862
4702
1694

194806

505753

1.10.92
177104

31349
2110

27077

40325
812

2446

37

103192
384452

5741

5741

217789

24397

3714
5094
2471

253465

643658

Jan US$
311
322
296

17
109

0
103

4
0
0
0
0

214
1377

116
0
0
0
0
0

116

136
0
0

31
0
5
7
4
0
0

183

1675

Oct US$
1042

0
184

12
159

0
237

5
14

0
0
0

607
2261

34
0
0
0
0
0

34

1281
0
0

144
0

22
30
15
0
0

1491

3786

Variance
235%

-100%
-38%
-27%
46%

129%
16%

184%
64%

-71%

-71%

845%

366%

308%
310%
272%

715%

126%

Page 2
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Income Statement
Vaimiera

Sales
less COGS

Gross profit

Quarter:

Other income from sales
Income from other sources
Other expenses

Other income/expenses

Profit (Loss)

Payment to budget (tax, 35%)

Investment in:

Net profit

development
of production
social developent
worker's incentive

1992
1

' 287686
265685

22001

849

-198

22652

7001

2406

4101

480
14

0

2

321998
280887

41111

3529
3698

48338

40942

18069

21069

1730
74

0

3

161832
140177

21655

1673
480

23808

22848

10213

11784

805
46

0

Page 3



MILK PURCHASE.1990-1992

—— • —— 1990 

1991 

1992

January
February
March
April
May
June
July
August
September
October
November
December
TOTAL

1990
108461
100226
123805
135338
185645
205363
208006
1 99482
170057
136637
102338
90311

1767153

1991
87552
82245
105006
1 1 7393
1 54076
181347
181729
169312
147960
1 23496
88964
79417

1518494

1992
72269
66816
80126
88048
111902
136128
123645
110416
98466
77646
51301
45749

1062518



SUDI-1.XLS

MINERAL FERTILISER AND LBVIE APPLICATION FOR 1992 HARVEST 
calculated as 100% active ingredient; ct

MINERAL FERTILISER APPLIED ON GRAIN SOWING LIME APPLIED
district

Kraslava 
winter grain 
summer grain

Kuldiga (grain & legumes)
winter grain

Valmiera
Rezekne (grain & legumes)
Jekabpils (grain & legumes) 
Aizkraukle
Aluksne
Jelgava (grain & legumes)
Tukums
Riga

grain sowing (ha)
total

19089 
8168 

10921
11042
80577
15758
22292

15193
8444

23942
19686
12172

fertilised
18672 
7889 

10783
10889
4842

15595
19583
20674 
12585
8213

22198
17951
11859

fert. application 
ct/ha
2.87 
2.41 
3.20
2.51
2.27
2.38
2.50
2.46 
2.71
0.75
2.67
2.64
2.82

fertiliser applied (ct)
total; N Ej.q! K£>

53517 
18978 
34539
27278
10983
37084
48982
50914 
34089

6195
59347
47431
33474

11755 14235! 27527 
51331 4419J 9426 
6622: 9816 18101
73951 7905
5029! 2479
9031! 11620

1314l! 14571
14012 14465 
89901 10448
1294! 4720

17926 j 14295
115881 14251
89441 9748

11978
3475

16433
21270
22437 
14651

1651
27126
21592
14782

area 
(ha)
597

309

130
631
938 
295
166

-
-

489

amount 
(0

3359

1266

768
3626
4152 
1237
803

-
-

1908

TOTAL: 181733 AVERAGE:2.55 ct/ha TOTAL:409294



"I
MILTI.XLS

THE REPUBLIC OF LATVIA CONCERN "LATVUAS LABffiA"
Flour, groats and Concentrated Feed Sales in 1991 and 1992 (thousand tonnes)

Jan-Mar
Apr-Jun
Jul-Sept
Oct-Nov
TOTAL
W-

Flour Groats Concentrated Feed
1991

67.5
74.5

74
80.7

296.7

1992

60.6
63.7
55.2
43.8

223.5
-73.2

1991

11.2
12.8
10.6

13
47.6

19921

9.2
7.4

10.4
4.8

31.8
-15.8

1991
state resources

274
309.9
220.4
188.8
993.1

exchange
66.9
41.3

64
72.6

244.8

total
340.9
351.2
248.4
261.4

1237.9

1992
state resources

143.3
134.9
76.2
42.2

369.6
-586.5

exchange
63.9
40.4
39.5
40.9

184.7
-60.1

total
207.2
175.3
115.7
83.1

581.3
-656.3

M. Penele
Head. Depanament of Sales and State Resources

Page 1



SUDI-1 .XLS

MINERAL FERTILISER AND LIME APPLICATION FOR 1992 HARVEST 
calculated as 100% active ingredient; ct

MINERAL FERTILISER APPLIED ON GRAIN SOWING LIME APPLIED

district

Kraslava
winter grain
summer grain

Kuldlga (grain & legumes)
winter grain

Valmiera
Rezekne (grain & legumes)
Jekabpils (grain & legumes)
Aizkraukle
Aluksne
Jelgava (grain & legumes)
Tukums
Riga

grain sowing (ha)
total

19089
8168

10921
11042
80577
15758
22292

-
15193
8444

23942
19686
12172

fertilised
18672
7889

10783
10889
4842

15595
19583

20674
12585
8213

22198
17951
11859

fert. applicauon 
ct/ha
2.87
2.41
3.20
2.51
2.27
2.38
2.50
2.46
2.71
0.75
2.67
2.64
2.82

fertiliser applied (ct)
total

53517
18978
34539
27278
10983
37084
48982
50914
34089

6195
59347
47431
33474

N
11755
5133
6622
7395
5029
9031

13141
14012

8990
1294

17926
11588
8944

PA
14235
4419
9816
7905
2479
11620
14571
14465
10448
4720

14295
14251
9748

Kp
27527
9426

18101
11978
3475

16433
21270
22437
14651

1651
27126
21592
14782

area 
(ha)
597

309

130
631
938
295
166

-
-

489

amount 
(t)

3359

1266

768
3626
4152
1237
803

-
-

1908

t/ba
5.63

4.10

5.91
5.75
4.43
4.19
4.84

-
-

3.90

[TOTAL: 147618
AVERAGE:2.53 ct/ha AVERAGE: 4.82

137545 347397 90064 101793 157010 | 3555 17119

NOTE:Kraslava winter and summer grain, Kuldlga winter grain and Jekabpils district fertiliser applicauon figures are not included in totals.



SUDI.XLS

MINERAL FERTILISERS USED FOR GRAIN SOWINGS IN 1992 
(recalculated as 100% active ingredient- N, FJO, Kp; kg/ha)

district
Aizkraukle
Aluksne
Balvi
Bauska
Cesis
Daugavpils
Dobele
Gulbene
Jelgava
Jekabpils
Kraslava
Kuldiga
Liepaja

average
224
253

-
254

-
-
-

235
248
173
280

-
-

min.-max.*
55 - 505

0-96-440
-

0-41-971
-
-
-

56-394
58 - 430
93 - 361
127 - 688

-
-

district
Limbaii
Ludza
Madona
Ogre 
Preiji 
Rezekne
Riga 
Saldus
Talsi
Tukums
Valka
Valmiera
Ventspils

average
202

-
-

170

275

-
241
214
235

-

min.-max.*
0-551

-
-

14 - 458

71- 675

-
49 - 143
61 - 539

0 - 46 - 481
-

* figures show the highest and lowest fertilisation rates for separate farms in the respective district

J--



SUDI-2.XLS

MINERAL FERTILISER BALANCE FOR COLLECTIVE FARMS, STATE FARMS, CHARTER COMPANIES 
TRAINING FARMS AND INTER-FARM AGRICULTURE ENTERPRISES 
(tons, caidulated as 100% active ingredients)

mineral fertilisers applied: 
total (t) 
kg per ha 
of that- for next year's harvest

lime applied on (ha) 
lime containing substances used
gypsum applied on (ha) 
gypsum and g. containing substances used (t)

calendar year 1988
col. & state farms

212329 
913060

277 
166

other farms

227 
1012

_

tuning farms

771 
4163

_

calendar year 1989 ft
col. & state farms

467558 

94348
188153 
894432

other farms

1891 

286
1038 
5117

talning farms

2314 

514
365 

3325

clendar year 1991

357536 
244 

65050
102107 
485383



SUDI-3.XLS

MINERAL FERTILISER APPLICATION IN COLLECTIVE AND STATE FARMS, 
INTER-FARMS ENTERPRISES AND RESEARCH FARMS 
(calculated as 100% active ingredient, ct)

fertiliser applied:
total
nitric
phosphorous
potash
separate fertiliser type ratio (as % of the
total amount), calculated from 100% active
substance:
nitric
phosphorous
potash
mineral fertiliser applied on (ha)
fertilised fields as % of all the particular
crop fields
mineral fertiliser applied per ha

for 1 988 harvest
grains

1902535
600571
545028
756936

32
29
39

636059

99.5
297.7

wheat

342751
1 26605
89818

126328

37
26
37

103300

99.6
330.6

for 1990 harvest
grains

1771425
485092
529349
756984

27
30
43

635124

98.5
274.6

wheat

402019
1 29029
1 07363
165627

32
43
41

132420

98.5
299



•

grain farming
figures

source: Zemkoplbas parvalde, MOA



GRAIN MARKET
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GRAIN NEED ESTIMATE FOR LATVIA IN 1993-1994 (minimum variant)- thous. tons

export-20 (1.06%)

industrial processing-20 (3.19%)

53.19%

losses- 10 (0.53%)

21.28%

12.23%

reserve fund-160 

8.51%

food- 400, seed- 230, state reserve fund- 160, feed- 1000, industrial processing- 60, export- 20, losses- 10, TOTAL- 18801



export-30 (1.43%)

GRAIN NEED ESTIMATE FOR LATVIA IN 1993-1994 (medium variant)- thous. tons

losses- 1010.48%) 

17.14%

state reserve fund- 160 (7.62%)

industrial processing- 70 (3.33%)

10.95%

59.05%

food- 360, seed- 230, feed- 1240, industrial processing- 70, state reserve
fund- 160, export- 30, lossas- 10, TOTAL- 2100



OWN PRODUCTION AND IMPORTED GRAIN ( THOUSAND TONS)

IMPORTED
total
of that:
food grain
feed grain

OWN PRODl
total
of that:
food grain
feed grain

1986| 1987

1372

452
920

JCTION
1501

no record
870

1219

405
815

1630

no record
1026

1988

1129

348
781

1142

no record
656

1989

1276

364
912

1597

158
939

1990

836

396
467

1622

148
940

1991

858

286
572

1335

193
739

1992

609

332
277

1170

196
600

1993-1994

200

100
100

1680

300
1000



AGRICULTURE LAND RECLAMATION AND MAINTENANCE

year

1985 
1990 
1992 
1993

state budget investments* 
mil. rbl.

104.1- (100%) 
71.1 -(63%) 
257.3-(17%) 

247.6-(9%)

drained soil 
thous. ha

44.7 
28.2 
7.8 
4.5

land reclamation construction 
maintenance (mil. rbl.)

6.5 
7.1 

121.3 
195.7

completed work as %of the 
need in comparative prices

65 
61 
60 
48

* the amount of work completed as % of 1985 level (in comparative prices) is shown in the brackets Note: state budget investments in actual prices



THE CALCIFICATION EFFECT ON YIELD DURING THE ROTATION PERIOD 
(1981-1986, average ct/ha)

fertiliser background

without fertiliser

low 
N P K

medium 
N P K

high 
N P K

CaCO 
t/ha

0 
6 

12
0 
6 

12
0 
6 

12
0 
6 

12

barley, rye (grain)
yield

11.3 
14.2 

19
26 

30.4 
34.1
37.2 
48.8 

48
44.7 
55.6 
54.9

yield increase

2.9 
7.7

4.4 
8.1

11.6 
10.8

10.9 
10.2

grassland (hay)
yield

24.8 
30.9 
39.5
67.7 
70.9 

75
83.8 
97.5 
106

108.3 
123.1 
118.2

yield increase

0.61 
14.1

3.2 
11.1

13.7 
22.8

14.8 
9.9



BUDGET RESOURCES NEEDED FOR SOIL LIMING

{liming area (thous. ha)
1985
1989
1990
1991
1992

1 993 (in draft budget)
annual need

213.4
193.6
149.2
121.3
29.2

9
1 80-200

budget resources (mil. rbl.)
13.5
12.4

24
54
91

112.4
1800-3000



CALCIFICATION EFFECT ON RYE AND BARLEY YIELD (cnt/ha)

60 -r

50 --

40 --

30 --

20 r

10 --

0 J

55.6

without fertiliser

54.9

medium fert. background. low fert. background. high fert. background

D CaCQj 0 cnt/ha D CaCQj 6 cnt/ha H CaCOj 12 cnt/ha
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SELECTION WORK PRODUCTIVITY, YEAR 1992 

Varieties developed in Latvia

barley

oats

pies

winter wheat

variety

Abava, LJnga 
Imula
MSra, Uva, 
Stendes dzeltenSs
Stendes Nero, 
Rota, Vitra
Krista

TOTAL I

area 
thous. ha

170

8

4

1

50% of the additional harvest 
expressed as cash ( mil. rbl. )

255

18

9

budget resources spent 
on seed farming

1.51
1831 283.51 23.9



SEED QUALITY IMPORTANCE FOR GRAIN FARMING

seed quality

1st class 
2nd class 

unclassified (80% germinating

losses 
seed, kg/ha Rbl./ha

22
pow 90

33.9 
28.5

seed quality
1st class 
2nd class

germinating powe yield,
98% 
90%

ct/ha
33.9 
28.5



FARMING SYSTEM ANP §U§6ET RE§§UB6E USE IN VEA& 199?

seed farming co-ordination
Ministry of Agriculture 

the National Plant Council

variety sowing inspection

seed import
certificate issue

seed multiplication in 
seed farms

variety seed reserve fund

production sowing

budget resources are assigned to:

selection and primary seed farming 4.7 mil. rbl. 
seed quality service 10.1 mil. rbl. 
variety comparing center 6.1 mil. rbl. 
plant quarantine 3 mil. rbl. 
TOTAL 23.9 mil. rbl.

| | own resources 

budget resources



GRAUDI-2.XLS

BREAD AND GRAIN PRODUCT CONSUMPTION FOR 1993-1994 /variants/

PRODUCT

rye flour
wheat flour
groats
oat flakes
pies and besns
rice
buckwheat
total

YEAR ( thousand tonnes)
preferable variant

72-90
152-190
25-33
5-7

10
5
5

274 - 340

medium var.
80 - 1 00

1 60 - 200
25-33
5-7

10
5
5

290 - 360

minimum var.
96- 120
1 76 - 220
25-33
5 -7

10
5
5

322 -400

NOTE: the first part of the double figure shows the amount of the respective product, 
while the other figure gives the amount recalculated in grain

Page 1



GRAUDI-3.XLS

THE NATIONAL GRAIN RESERVE FUND

human consumption grain 
animal consumption grain 
seed ( elite class and first generation)
total

Jan. 1,1993 
reserve

58 
3 
3

64

should be purchased
1993

90 
67 

3
160

1994
90 
66

4
160

1995
12 
64

76

1996

60

60

1997

40

40

reserve 
end 1997

250 
300 

10
560

Page 1



GRAUDI-4.XLS

GRAIN PRODUCTION AND USE - 1993-1994 ESTIMATE

category

PRODUCTION AND IMPORT
sowings under grain

of that:
human consumption grain
animal consumption grain

yield per ha
of that:
human consumption grain
animal consumption grain

total yield
of that:
for human consumption
for animal consumption

import
total

USE
seed
human consumption, total

of that:
domestic production

industrial processing
(beer, spirits, etc.)

animal consumption, total
of that:
domestic production

national reserve fund
export
storage losses
total

mesurement

thousand ha

thousand ha
thousand ha
cnt/ha

cnt/ha
cnt/ha
thousand tonnes

thousand tonnes
thousand tonnes
thousand tonnes
thousand tonnes

thousand tonnes
thousand tonnes

thousand tonnes
thousand tonnes

thousand tonnes

thousand tonnes
thousand tonnes
thousand tonnes
thousand tonnes
thousand tonnes

preferred variant

730

170
560

30

32
29

2180

540
1640
320

2500

230
340

240
80

1560

1340
160
40
10

2500

medium var.

730

190
540

26

28
25

1900

540
1360
200

2100

230
360

260
60

1240

1140
160
40
10

2100

minimum var.

730

220
510

23

24
22.5
1680

530
1150
200

1880

230
400

300
40

1000

900
160
40
10

1880
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GRAUDI-5.XLS

GRAIN AND LEGUMES SOWINGS - YIELD ESTIMATE FOR 1997

category

PRODUCTION AND IMPORT
sowings

of that:
human consumption grain
animal consumption grain

yield per ha
of that:
human consumption grain
animal consumption grain

total yield
of that:
for human consumption
for animal consumption

import
total

USE
seed
human consumption, total

of that:
domestic production

industrial processing
(beer, spirits,etc.)

animal consumption, total
of that:
domestic production

national reserve fund
export
storage losses
total

mesurement

thousand ha

thousand ha
thousand ha
cnt/ha

cnt/ha
cnt/ha
thousand tonnes

thousand tonnes
thousand tonnes
thousand tonnes
thousand tonnes

thousand tonnes
thousand tonnes

thousand tonnes
thousand tonnes

thousand tonnes

thousand tonnes
thousand tonnes
thousand tonnes
thousand tonnes
thousand tonnes

favorable weather conditions

800

170
630

31

33
30.8
2500

560
1940

125
2625

240
340

315
80

1875

1775
40
40
10

2656

regular weather

800

190
610

27

28
26.7
2160

530
1630

125
2285

240
340

315
70

1555

1455
40
30
10

2285

unfavorable conditions

800

210
590

23

25
22.3
1840

525
1315

125
1965

240
340

315
60

1255

1155
40
20
10

1965
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GRAUDI-S.XUS

GRAIN IMORT 1993-1997 (thousand tonnes)

year
1 992 actual situation

1993
1994
1995
1996
1997

human consumption
180
100

80
60
40
25

animal consumption
• • •
100
100
100
100
100

total
• • •

200
180
160
140
125
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GRAUDI-7.XLS

MINERAL FERTILIZERS NEEDED FOR GRAIN PRODUCTION 
( active substance, thousand tonnes)

fertilizer type

total
of that:

nitrogenous
phosphorous
potash

1993-1994- variants
minimum ( specified in 1 993)

117

51
27
39

medium
140

61
32
47

preferred
161

60
37
55

1996-1997 - variants
unfavorable condition

135

58
31
46

regular
160

68
37
55

favorable condit.
185

80
43
62
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GRAUDI-7.XLS

MINERAL FERTILIZERS NEEDED FOR GRAIN PRODUCTION 
aubatange, theyaand tenr)ga)

fertilizer type

total
of that:

nitrogenous
phosphorous
potash

1993-1994 - variants
minimum ( specified in 1 993)

117

51
27
39

medium
140

61
32
47

preferred
161

60
37
55

1996-1997 - variants
unfavorable condition

135

58
31
46

regular
160

68
37
55

favorable condit.
185

80
43
62
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GRAUDI-7.XLS

MINERAL FERTILIZERS NEEDED FOR GRAIN PRODUCTION 
( active substance, thousand tonnes)

fertilizer type

total
of that:

nitrogenous
phosphorous
potash

1993-1994 - variants
minimum ( specified in 1 993)

117

51
27
39

medium
140

61
32
47

preferred
161

60
37
55

1996-1997 - variants
unfavorable condition

135

58
31
46

regular
160

68
37
55

favorable condit.
185

80
43
62

Page 1



GRAUDI-7.XLS

MINERAL FERTILIZERS NEEDED FOR GRAIN PRODUCTION 
( active substance, thousand tonnes)

fertilizer type

total
of that:

nitrogenous
phosphorous
potash

1993-1394- variants
minimum ( specified in 1 993)

117

51
27
39

medium
140

61
32
47

preferred
161

60
37
55

1 996-1 997 - variants
unfavorable condition

135

58
31
46

regular
160

68
37
55

favorable condit.
185

80
43
62

Page 1



GRAUDI-7.XLS

MINERAL FERTILIZERS NEEDED FOR GRAIN PRODUCTION 
( active substance, thousand tonnes)

fertilizer type

total
of that:

nitrogenous
phosphorous
potash

1993-1994- variants
minimum { specified in 1 993)

117

51
27
39

medium
140

61
32
47

preferred
161

60
37
55

1996-1997- variants
unfavorable condition

135

58
31
46

regular
160

68
37
55

favorable condit.
185

80
43
62

Page 1



GRAUDI-7.XLS

MINERAL FERTILIZERS NEEDED FOR CHAIN PRODUCTION 
( active substance, thousand tonnes)

fertilizer type

total 
of that: 

nitrogenous 
phosphorous 
potash

1993-1994- variants
minimum ( specified in 1 993)

117

51 
27 
39

medium
140

61 
32 
47

preferred
161

60 
37 
55

1996-1997 • variants
unfavorable condition

135

58 
31 
46

regular
160

68 
37 
55

favorable condlt.
185

80 
43 
62

Page 1



GRAUDI-8.XLS

GOVERNMENT LOANS 
SEED IN SPRING 1993

FARMERS NEED TO PURCHASE

Summer crcp sowings in individual farms would reach 160 thousand ha in 1993. 
Seed needed: 160000 ha x 0.25 t = 40.0 thousand tonnes

SEED SUPPLY TO INDIVIDUAL FARMS:

seed for summer crops
seed prepared by farmers themselves
seed fund for farmers
state seed resources

selection, testing and training farms
seed-growing farms

amount 
thousand tonnes

40
10

5
2
2

21

payment

exchange for grain

cash and exchange for grain

cash
cash

Farmers will have to purchase for cash about 63% of the seed they need.
Cash needed: 2500 t xSOOOO Rbl/t = Rbl. 750 mil.
Rbl.29 mil. loan granted.
Rbl. 721 mil. loan on favorable conditions needed.
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QRAUDI-9.XLS

MINERAL FERTILIZER COST 
1993 SPRING SOWING

grain sowing
total expenditure on mineral fertilizers , including service and turnover tax (14100 Rbl./ha) 
total expenditure on mineral fertilizers for winter crops (3810 Rbl./ha)_____________

448 thousand ha 
Rbl. 6.317 bil. 

Rbl. 1.036 bil.
total Rbl. 7.353 bil.

Rbl. 3.677 bil. (50%) short-term loan on favorable conditions needed. 
Money needed early -in the year, because payment in advance is demanded
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Approved by
Republic of Latvia 

Council of Ministers
Resolution nr. 562 

December 30, 1992

REGULATIONS ON THE PROCEDURE OF PRIVATIZATION SCHEMES' 
APPROVAL, CHANGE AND ADDITION

I General regulations

1.1. These regulations determine the procedure in which privatization schemes of 
state and local government owned units (enterprises) worked out in accordance with 
the Republic of Lalv.ia law of July 16, 1992 "On the Privatization Procedure of State 
and Local Government Owned Units (Enterprises)" are approved, changed and 
additioned.

1.2. Submitting andiexamining procedure for the privatization schemes of units 
(enterprises) envisaged for the sale at closed options competition or by selecting 
candidates on Ihe basis of competition, is determined by other normative bills.

2 Submitting of privatization schemes

2.1. Privatization scheme elaborated in accordance with the data of unit's 
(enterprises) to be privatized information list and in the form approved by the 
Republic of Latvia Council of Ministers, is sumbitted by its authors to the Ministry 
(committee) or local government supervising this unit (enterprise).

2.2. Alter receiving the privatization scheme, Ministry (committee) or local 
government registers it at the special privatization schemes' registration journal, 
noting the date it was received, name of the unit (enterprise), person who submitted 
the privatization scheme, as well as the author (authors) and their official addresses.

3 Examining andi approval of privatization schemes



3.1. If the unit (enterprise) is not included into the list of units (enterprises) to be 
privatized approved by the Republic of Latvia Council of Ministers or local 
government, the Ministry (committee) or local government examines the privatization 
scheme within a month from the day it was submitted.

Privatization schemes of the units (enterprises) included into the list of units 
(enterprises) lo be privatized approved by the Republic of Latvia Council of Ministers 
or local government are examined by the Ministry (committee) or local government 
within a month from the moment the terms for submitting privatization schemes 
determined by the law terminate.

3.2. To value privatization schemes minister (chairman of the committee) or the 
board of local government establishes work groups for examining schemes and 
approves their heads. The head of a work group is responsible for observing these 
regulations.

Examining the privatization schenv-j of a unit (enterprise), officials of the Ministry 
(committee) or local government included into the privatization commission (if such 
is established) of the unit (enterprise) shall participate at the work group's meeting.

3.3. If several privatization schemes of one unit (enterprise) or its structural units are 
submitted in terms determined by the law, they shall be examined together.

If the structural units of one unit (enterprise) are privatized by using different 
methods or are sold to different groups of purchasers (purchasers), privatization 
scheme of the unit (enterprise) shall be examined and approved, as well as separate 
privatization schemes of structural units or scheme's implementing phases.

II stale owned capital shares of the unit (enterprise) are envisaged to be sold to 
different groups of purchasers (purchasers), one privatization scheme is considered 
and approved.



3.4. If necessary a work group for examining schemes may demand the additional 
information from the author (authors) of the privatization scheme, as well as involve 
experts in evaluating of the privatization scheme.

3.5. Within a month from the moment '.he privatization scheme is started to be 
examined, the work group for examining schemes established by the Ministry 
(committee) arranges the meeting for examining privatization schemes to which the 
following are invited:

- head and other representatives of the state unit (enterprise) to be privatized;

- representatives of the local government on the territory of which the state unit 
(enterprise) to be privatized is located;

- authors of the privatization schemes examined;
- chairman and deputy chairman of the privatization commission (if such is 

established) of the state unit (enterprise).

Representative of the Republic of Latvia Council of Ministers Committee for 
supervising monopoly activities may participate whether invited by the work group or 
on his own initiative.

3.6. If the structural units (subsidiaries) of the state unit (enterprise) envisaged for 
privatization are located on the territory of several local governments, a representative 
of each local government is invited to participate at the meeting of privatization 
scheme's examining.

? 7. Within a month from the moment the examining of privatization scheme is 
started, the board of the local government supervising the local government owned 
unit (enterprise) to be privatized organizes privatization scheme's examining meeting 
to which the following are invited:

- members of the work group for examining privatization schemes;
- representatives of the local government owned unit (enterprise) to be privatized;

- authors of the privatization schemes examined;
- chairman and deputy chairman of the local government property privatization

commission.



Representative of the Republic of Latvia Council of Ministers Committee for 
supervising monopoly activities may participate.

3.8. Invitations for participating at the privatization schemes' examining meeting 
shall be sent at least a week before the meeting (confirmation about its receipt shall 
be given).

3.9. If any of persons invited to the meeting can't participate due to valid reasons, he 
may in written form authorize another person to represent him at the privatization 
schemes' examining meeting or may send a written conformation about the issues 
negotiated at the meeting.

3.1C). Privatization schemes' examining meeting is held also in the case if any of the 
persons invited hasn't arrived (except the case if the person invited didn't arrive due to 
the fault of the Ministry (committee) or local government).

3.11. At the privatization schemes' examining meeting privatization schemes of 
several units (enterprises) may be evaluated.

3.12. Taking into consideration the content of privatization scheme, arguments 
mentioned at the meeting and conclusions of experts, the work group for schemes' 
examining with the simple majority of voices at opened voting adopts a decision on 
the approval or declining of the unit's (enterprise's) privatization scheme. This 
decision is signed by all its members and approved by the minister (chairman of 
committee).

Members of the work group have a right to express their objections against the 
adopted decision. These objections must be in the written form and enclosed to the 
adopted decision.

If the privatization scheme elaborated by a group of authors formed by the Ministry 
(committee) is examined, the conclusion of independent experts is necessary.

An independent expert in these regulations is any physical or legal person 
acknowledged by the privatizations scheme's examining work group as sufficiently 
skilled for making conclusions about the elaborated privatization scheme and who's



main work is not within the Ministry (committee) or local government which has 
formed this privatization schemes' examining work group.

3.13. Taking into consideration the content of the privatization scheme, arguments 
mentioned at the meeting and conclusions of experts, board of the local government 
adopts a decision on the approval or declining of local government owned unit's 
(enterprise's) privatization scheme. The decision is approved with the signatures of 
all board members.

3.14. The board of local government publishes the information on the approved 
privatization schemes of local government owned units (enterprises) at the local 
newspaper not earlier than three weeks and not later than six weeks from the moment 
the privatization scheme is approved.

3.15. Ministry (committee) or local government note the number of decision, date of 
decision's approval and content of the adopted decision at the privatization schemes' 
registration journal.

3.16. Privatization schemes' examining meetings and, if necessary, meeting of 
privatization schemes' examining work group are recorded.

3.17. Minutes of the meetings, conclusions of experts, a copy of the privatization 
scheme and a copy of the decision are kept by the Ministry (committee) or local 
government in a special file by the time the privatization scheme is implemented. 
After the privatization scheme is implemented the file is handed over to the archive in 
the procedure determined by the Republic of Latvia Council of Ministers.

3.18. Ministry (committee) or local government within 3 days submits the decision 
on the approval of unit's (enterprise's) privatization scheme and a copy of the 
privatization scheme to the Ministry of Economic Reforms. Ministry (committee) 
encloses to this decision a draft structure of state unit's (enterprise's) to be privatized 
privatization commission, if such commission is not established before.

3.19. Decision on the declining of the unit's (enterprise's) privatizalion scheme 
together with ihe conclusion showing the reasons of decline shall be presented in 
written form by Ihe Ministry (committee) or the board (council) of local government



to the author (authors) of the privatization scheme within a work day from the 
moment decision is adopted.

3.20. Ministry of Economic Reforms registers privatization schemes submitted by the 
Ministry (committee), local government and authors of declined privatization 
schemes and conclusions of the Ministry (committee) or local government about 
them in the procedure determined by Article 2.2.

3.21. Ministry of Economic Reforms forms the work groups mentioned in Article 
3.2. for examining the sumbilted privatization schemes. Meetings of work groups are 
recorded and office-work carried out in the procedure determined by Article 3.17.

3.22. Within two weeks from the moment of submitting the work group formed by 
the Ministry of Economic Reforms, asking advice of the Ministry (committee), local 
government and experts if needed, with the simple majority of votes at opened voting 
adopts a decision on the supporting of the privatization scheme approved by the 
Ministry (committee) or on stopping the decision adopted by the Ministry 
(committee), if the privatization scheme of stale unit (enterprise) is submitted, or 
adopts a decision on the supporting of local government decision or on handing in the 
negative conclusion to the Republic of Latvia Council of Ministers, if the 
privatization scheme of local government owned unit (enterprise) is submitted.

Members of the work group have a right to make their objections against the adopted 
decision. This must be done in the written form. The objections are enclosed to the 
adopted decision.

The decision is arranged with the order of the Economic Reforms Minister.

3.23. Ministry of Economic Reforms registers the adopted decisions in the procedure 
determined by Article 3.15.

3.24. Ministry of Economic Reforms within 3 days sends a decision on the 
supporting of unit's (enterprise's) privatization scheme to the institution which has 
approved this privatization scheme.



Information about the approved privatization scheme of the unit (enterprise) is 
published at the press by the Ministry of Economic Reforms not later than four weeks 
afier it is received.

3.25. A decision on stopping the decision adopted by the Ministry (committee) 
together with the conclusion showing the reasons of stopping shall be handed in by 
the Ministry of Economic Reforms to the Ministry (committee) which approved the 
privatization scheme, as well as sent to the administration of the state unit (enterprise) 
to be privatized, the local government on the territory of which state unit (enterprise) 
to be privatized is located, and to the authors of the privatization scheme within 3 
days after the above mentioned decision is adopted.

3.26. Ministry (committee) considers the Economic Reforms Ministry's decision on 
stopping the decision adopted by the Ministry (committee) in the same procedure as 
the privatization schemes submitted by the authors.

3.27. A negative conclusion about the decision adopted by the local government 
together with the explanation about the reasons of such conclusion is submitted by the 
Ministry of Economic reforms to the Republic of Latvia Council of Ministers within 
3 days after its adoption, as well as sent to the board of the local government.

3.28. If the privatization scheme of state unit (enterprise) is elaborated by the group 
of authors formed by the Economic Reform ministry, this scheme together with the 
conclusion of independent experts coordinated with the Ministry (committee) 
supervising this state unit (enterprise) shall be submitted for approval to the Republic 
of Latvia Council of Ministers.

3.29. Privatization schemes and conflicts associated with them are considered at the 
Republic of Latvia Council of Ministers by the privatization schemes' examining 
work group established by the Republic of Latvia Council of Ministers including the 
representatives of Foreign Affairs Ministry, Economic Reforms Ministry, Ministry of 
Finance, Ministry of Justice and Government administration. Decisions of the work 
group are //arrangeu-noforme// by the instruction of the Republic of Latvia Council of 
Ministers.



3.30. Articles 3.4. and 3.16. of this regulation are ascribed to the activities of 
privatization schemes' examining work group formed by the Chairman of the 
Republic of Latvia Council of Ministers, but Articles 2.2, 3.15 and 3.17 - to the 
activities to the Republic of Latvia Government administration.

4 Amendments and additions to the privatization scheme

4.1. Approved privatization scheme may be changed and additions to it may be done 
in the case if:

- implementing of privatization scheme with the former regulations is not 
possible;

- new facts came out which weren't known at the moment of privatization 
scheme's approval and which have an essential importance for the implementing of 
the privatization scheme or in the future operations of the privatized unit (enterprise);

- when approving the privatization scheme the Republic of Latvia laws, the 
Republic of Latvia Supreme Council or Republic of Latvia Council of Ministers 
resolutions were violated.

The approved privatization scheme may be changed if it is demanded in the written 
form by:

- the Republic of Latvia Supreme Council, the Republic of Latvia Council of 
Ministers or justice institutions;

- privatization commission of the unit (enterprise) or authors of the unit's 
(enterprise's) privatization scheme.

If changes in the unit's (enterprise's) privatizations scheme are demanded by the 
Republic of Latvia Supreme Council, the Republic of Latvia Council of Ministers or 
justice institutions, the implementing of this privatization scheme must be slopped by 
the moment the corresponding decision is adopted.



4.2. A request for making changes or additions to the privatization scheme must be 
substantiated.

4.3. A request For making changes or additions to the privatization scheme is 
examined by UK institution which approved this privatization scheme.

4.4. A request is; registered and examined by the corresponding institution in the 
same procedure: as the privatization schemes submitted by the authors (Chapter 3).

4.5. Within two. weeks from the moment the demand is received the corresponding 
institution udhfrts a decision on making changes and additions to the privatization 
scheme or hamfe m argumenled refusal. The decision is //arranged - noformets// by 
the instructitMiof the minister (chairman of committee) or by the decision of the 
board of local government and is registered in the procedure determined by Article 
3.15.

4.6. Changes witt additions to the privatization scheme of the unit (enterprise) musn't 
change the basic conceptions of the approved privatization scheme. In other case the 
permission of privatization scheme's authors must be received before adopting the 
decision or the decision on privatization scheme's approval shall be cancelled and 
within two months another privatization scheme of the unit (enterprise) shall be 
approved.

The following changes are considered as not corresponding to the basic conceptions 
(in these regulations):

- of the envisaged privatization method;
- of the forms of entrepreneurial activity to which the privatized unit is 

transferred;

- of envisaged means of payment.

4.7. Corresponding institution informs the privatization commission of the unit 
(en(erprise), it? administration and authors of the unit's (enterprise's) privatization 
scheme aboui tike decision on making changes and additions to the privatization



scheme of the unit (enterprise)within two days from the moment the decision is 
adopted.

4.8. Within three days the Ministry (committee) or local government shall submit the 
decision on making changes and additions to the privatization scheme of the unit 
(enterprise) to the Ministry of Economic Reforms.

4.9. Authors of the unit's (enterprise's) privatization scheme, administration of the 
unit (enterprise) and other institutions which are not satisfied with the decision of the 
Ministry (committee) or local government on making changes and additions to the 
privatization scheme hand in their objections and proposals to the Ministry of 
Economic Reforms within a week from the moment the decision is adopted.

4.10. A work group formed by the Ministry of Economic Reforms within two weeks 
considers the decision of the Ministry (committee) or local government, enclosed 
motivation, claims of the other parties, if such exist, and adopts a decision on 
supporting or stopping the decision of the Ministry (committee) or local government. 
The decision is //arranged-noformets// by the instruction of the Minister of Economic 
Reforms and is registered in the procedure determined by Article 3.15.

4.11. Within three days the Ministry of Economic Reforms sends its decision on 
supporting or slopping the decision of the Ministry (committee) to the Ministry 
(committee) which approved the privatization scheme of state unit (enterprise), to the 
privatization commission of this state unit (enterprise), to the authors of the 
privatization scheme and to the institutions which submitted to the Ministry of 
Economic Reforms their objections against the decision adopted by the Ministry 
(committee).

4.12. Within three days the Ministry of Economic Reforms submits its decision on 
stopping the decision of the local government to the Republic of Latvia Council of 
Ministers, as well as sends to the corresponding local government, authors of the local 
government owned unit's (enterprise's) privatizations scheme and institutions which 
submitted to the Ministry of Economic Reforms their objections against the decision 
adopted by the local government.



The decision on stopping the decision of the local government comes into effect after 
it is examined by the work group mentioned in Article 3.29 and after it is approved 
by the Republic of Latvia Council of Ministers instruction.

4.13. Information about the changes and additions made to the privatization scheme, 
not corresponding to the main conceptions of the privatization scheme and approved 
by the Ministry of Economic Reforms or the Republic of Latvia Council of Ministers 
are published by the Ministry of Economic Reforms within two weeks from the 
moment the decision of the Ministry (committee) or local government is received.

Information about the other changes and additions made to the privatization scheme is 
published by the privatization commission of the unit (enterprise), if it is decided as 
necessary by a decision of (he commission.

4.14. Applications for making changes and additions to the privatization scheme 
submitted by the physical and legal persons not mentioned in these regulations, are 
examined and answer is given in the general procedure by the institution which 
approved the privatization scheme.

5 Responsibility of the persons examining privatization schemes

Members of the work groups mentioned in Articles 3.2, 3.21 and 3.29 of these 
regulations are responsible for observing the Republic of Latvia laws and the 
Republic of Latvia Supreme Council and Republic of Latvia Council of Ministers 
resolutions in the procedure determined by the Republic of Latvia law of June 16, 
1992 "On the Privatization Procedure of State and Local Government Owned Units 
(Enterprises)". They are also responsible that information they have at their disposal 
is not used in the benefit of any author (authors) of privatization scheme.

Republic of Latvia 
Minister of State Jams Dinevics
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REGULATIONS 
on The Sate Grain Inspection

1. The State Grain Inspection is a government institution subordinated to the 
Ministry of Agriculture with a permanent balance and with the rights of a legal 
person.

Its activities will comply with the laws of the Republic of Latvia, government 
regulations and orders, orders and regulations of the Ministry of Agriculture as well as 
this regulation.

2. The State Grain Inspection carries out state control and supervision on how 
the quality and storage of state grain and seeds is provided. It performs quality 
control and issues quality licences for foreign grain and grain product trade.

3. The State Grain Inspection control functions refer to following types of 
resources and production: grain, grain seeds, flour, cracked grain, mixed feed 
concentrate, oil-cakes (rau§i).

4. The tasks of State Grain Inspection are:

4.1. to monitor the correctness of compliance with the grain quality standards 
purchased for the State Grain Reserve;

4.2. to control the quality monitoring and storage of grain stored in enterprises 
of State Grain Reserve;

4.3. to perform the tasks of the Ministry of Agriculture and LB on the quantity 
of the State Grain Reserve and quality control, control of substantiation of losses and 
writing them off.

4.4. to perform grain and grain product quality inspection, issuing quality 
licences for export, import and transit operations.

4.5. to examine and make recommendations on grain and grain product quality 
for all legal persons and physical persons in case of disputes.

4.6. to perform services and contract work with physical and legal persons for 
the quality inspection of grain and grain products.

4.7. to provide methodological assistance to grain product laboratories and to 
participate in the licensing for adequate compliance with the quality measurements 
and usage of lab equipment.

5. The State Grain Inspection has the right:



5.1. to demand and obtain required information and explanations, become 
acquainted with the inventory documentation and the actual situation of storage on the 
enterprises operating with State Grain Reserve.

5.2. to require elimination of damages to product quality, grain, and grain 
product storage from authorized persons of the enterprise.

5.3. to prohibit the unloading of grain and grain products in the port of the 
Republic of Latvia and further transportation without quality control and issuing of a 
licence;

5.4. to review questions and make recommendations on the further use of non- 
conditioned grain that does not comply with the quality documents.

5.5. to determine the extent of discounts according to various stages of damage 
to grain and grain products.

5.6. to entitle grain and grain product laboratories to perform the quality 
determination of local and foreign trade, and control their services.

6. Activities of authorized persons of State Grain Inspection are regulated by 
instructions on work duties and responsibilities.

7. All activities of the officers of the State Grain Inspection concerning the 
interests of legal and physical persons can appeal to the arbitrary court according to 
the existing legislation.

The claim for arbitrary court does not stop the implementation of the adopted 
regulations until the decision is adopted by the higher institution.

8. The State Grain Inspection performs its activities within the network 
administration and financing conditions with the subordination of the lower rank of 
authorities to the higher rank of authorities.

9.The State Grain Inspection consists of:

9.1. personnel of the department;

9.2. A central republican laboratory that will perform grain quality control for 
state and privates sector grain and grain products.

9.3 regional inspectors;

9.4. Riga and Ventspils port grain and grain products' quality control and 
inspection stations, in which inspectors are hired on contract basis depends on the 
scope of work.

9.5. In addition to this, depending on the scope of work, extraordinary 
laboratories and inspection stations can be set up for grain and grain products' quality



control; they operate in accordance with regulations approved by the State Grain 
Inspection Director.

10. The State Grain Inspection receives funding and material resources from 
the state budget. Additional funding can be derived from services offered or work 
performed by contract.

11. Labour relations in the State Grain Inspection are covered by the LR 
Labour Code and regulations on the State Grain Inspection.

12. The State Grain Inspection is managed by the Director appointed or 
dismissed by the LR Minister of Agriculture on recommendation of the State LB. 
The State Grain Inspection Director is also the chief inspector of grain and grain 
products in Latvia.

13. The State Grain Inspection Director:

13.1. manages the work of the Inspection and is responsible for the fulfilment 
of assignments;

13.2. acts in the name of the Inspection without a special warrant, represents it 
in all institutions and organizations, manages the property and resources, makes 
contracts, issues warrants, opens accounts in the LR banks and other credit 
institutions.

13.3. determines the responsibilities and competence for the technicians and 
structural parts of the Inspection, approves regulations for units involved in grain and 
grain products' quality control and inspection; approves the staff of the State Grain 
Inspection;

13.4. according to the current legislation, determines the order of reporting, 
document circulation and filing;

13.5. submits documents to investigative institutions regarding making 
answerable natural and legal persons for non-compliance with the provisions of 
legislative bills, and if they have deliberately instigated the decline or damage of state 
grain reserve quality;

13.6. according to the LR Administrative Code, imposes fines on officers who 
have violated regulations regarding storage and inventory of grain and grain products.

seals.
14. The State Grain Inspection has its own seal with its name and special

15. The State Grain Inspection is reorganized or liquidated with the LR MOA 
decision on recommendation of the State LB.



AGREED:

Agriculture Department 

Stock-Farming Department 

Agrarian Reform Department

M. Grigalis 

G. Kleinbergs 

I. Martinsone



Republic of Latvia
Council of Ministers

Resolution nr. 562
December 30, 1992

PRIVATIZATION SCHEME OF STATE (LOCAL GOVERNMENT) UNIT 
(ENTERPRISE)

! Bask information about the unit

1.1. Name of Ministry (committee, local government)

Approved by

1.2. FuB name of the enterprise (entrepreneurial company), showing the form of 
entrepreneurial activity

1.3. Unit to be privatized (fill in the case if separate structural unit, subsidiary,
represeirtatf'onary of the enterprise is envisaged for
privatization)______________________________

1.4. Registration of the enterprise (entrepreneurial company) at the Republic of
Latvia Register of Enterprises: nr. __________
date of registration ___________________________

1.5. Legal' address of the enterprise (entrepreneurial company), showing phone, telex, 
fax

1.6. Location place of the unit (fill in the case if separate structural unit, subsidiary,
represeirfcitsionary of the enterprise is envisaged for
privatization) ________________________________

1.7. Enterprise's (entrepreneurial company's) accounts in the banks: 
1.7.1. Ru&Ie accounts:

(nr. of account, bank, address of the bank, bank code) 
1.7.2. Hard currency accounts:

(nr. erf account, bank, address of the bank, bank code)

1.8. Bask capital(statutory fund) of the enterprise (entrepreneurial company) on 
_______ is __________ th.rbl.

1 .9. Distribution of entrepreneurial company's capital: 
- capital share owned by the state _____ %



- capital share owned by the legal persons (show concrete legal persons)
ra

- capital share owned by physical: persons (in total) 
including capital share owned by foreigners __

1.10. Investments of the enterprise (entrepreneurial company) into the other
entrepreneurial companies:

Name of the entrepreneurial company ______________ 
Address _________________________
Registration nr.
Volume of investment. th. rbl. or

____________ thousand US$
Ratio of investments in the basic capital _______%

1.11. Main fields of activity determined by the charter (regulations) of the unit 
(enterprise, entrepreneurial company, its structural units, subsidiaries, 
representationaries, henceforth - "unit") to be privatized

1.12. Structural units of the enterprise (entrepreneurial company) in Latvia: 
Name_______________________________
Address __________________________
Field of activity

1.13. Subsidiaries of the enterprise (entrepreneurial company) abroad: 
Name______________________
State _______________________
Address __________________________
Legal status _________________________
Field of activity __________________________

1.14. Area covered by the unit ha

1.15. Information about the owners of the unit, their property before the 
nationalization, volume of this property fixed in the post-war assets stock-taking 
statement (except information about stock and share owners).

1.16. Information about physical and legal persons leasing the unit or its part, as well 
as about lease contracts:

Nr. Lease-holder Property leased*! Terms of the lease contract 
(name, address)



1.17. Unit's balance sheets of three previous years (enclose in Appendix)

2 Privatization of the unit

2.1. Method of privatization *2

If A, B, D - with or without selection of candidates,
if C - form of entrepreneurial activity _______________

2.2. Inventory of the unit's property to be privatized (transferred)

2.3. Proposals for inviting specialized companies for organizing the auction (if case
A) _________________________________

2.4. Valuation of the unit
2.4.1. Proposals for involving experts.

2.4.2. Estimate of the unit's determined price. Method for calculating the determined 
price____________________________

2.5. Conditions for unit's privatization (in the case of candidates selection - 
conditions of selection):
2.5.1. Property use regulations (guarantees) __________________

2.5.2. Production regulations (guarantees) ____________________

2.5.3. Guarantees for maintaining work places, requests towards the staff policy of 
the purchaser ________________________
2.5.4. Guarantees for investments ___________________
2.5.5. Necessity for environment protection measures ______________
2.5.6. Guarantees for fulfilling the mobilization objective, state and mobilization
reserves' maintenance conditions ______________
2.5.6. Other regulations (guarantees) ______________________

2.6. Capital shares of the entrepreneurial company:
2.6.1. Distribution of capital shares of the entrepreneurial company in the case C
(total capital - 100%):

- capital share retained by the state (local government) ___% 
including - shares reserved for the former owners*3 ________%

- capital shares transferred to pension funds*3___%
- capital shares reserved for sale using 

certificates* 3 ___ %



- other shares retained by the state (local 
government)*3

- capital share sold only to the employees of the unit*4 ______ %
- capital shares sold to other physical and legal persons ___ % 

including capital share sold to foreign physical and legal 
persons* 3 ____ % 

2.6.2. In the case C - stock (share) types and proportion in the stock (share) 
company __________________________________

2.7. The procedure of entrepreneurial company's capital shares sale in the case C; 
The procedure of property purchase in the case D; 
The procedure of property sale in the case E __________________

2.8. Information the possible purchasers (lease-holders)
Name, second name (for physical persons) or full name (for legal persons)

Address _________________________________
(state, address, phone, telex, fax)

Number and date of registration at the local register for legal 
persons_______________________________________________

Legal status ___________________________________
(joint-stock company, company with limited liability etc.) 

Main fields of activity ___________________________

2.9. Means of payment, payment procedure and conditions 
2.9.1. Envisaged means of payment, their proportion _____

2.9.2. Terms for carrying out the payment. 
First payment ________________

2.9.3. Discount envisaged for employees - owners of certificates

2.9.4. Cases when terms of payment may be prolonged (shortened)

2.9.5. Other conditions ____________________________

2.10. Enumeration of unit's liabilities:
2.10.1. Liabilities to be taken over _
2.10.2. Additional liabilities _____
2.10.3. Transfer of other liabilities.

2.11. Privatization phases (description) and terms for implementing the 
scheme ____________________________________



3. Unit's operation after the privatization

3.1. Business plan of the unit (enclose in Appendix)

3.2. Reorganization plan of unit's production and administration structures (enclose 
in Appendix if it is not included into the business plan)

3.3. Proposals for restructuring measures needed ___________

3.5. Procedure for supervising capital shares owned by the state, further forms and 
terms of sale _______________________

4. Agreement among the authors of the privatization scheme on the distribution of 
reward (enclose in Appendix with corresponding certification)

5. Date when the privatization scheme is prepared _________ 
Date when the privatization scheme is submitted ________

Requisites of scheme's author (authors)
Name, second name or name ___________________
Address ______________________________________
Phone, telex, fax ______________________________
Passport data (for physical persons) or date and number of registration at the Republic 
of Latvia Register of Enterprises (for legal persons) __

Number of account ___________________________

*1 — show only:
- whole enterprise;
- structural unit of the enterprise;
- buildings and constructions;
- conducting devices;
- machinery and equipment;
- vehicles;
- others (show)

*2 — A - sell in the auction
B - sell in the competition of closed option
C - transfer into the entrepreneurial company (or sell capital shares owned by 

the entrepreneurial company)
D - lease with rights to buy up
E - liquidate the enterprise and separately sell its real estate and property

*3 — show in percentage ratio towards the basic capital (statutory fund) of the 
entrepreneurial company



*4 — show the capital shares envisaged for sale to the unit's employees by Latvian rubles

Note. If necessary each of the articles may be extended by including additional articles to the privatization scheme, writing in additional information important from the point of view of the authors, as well as skip the articles not adjustable to the concrete privatization method used at state unit (enterprise).
Republic of Latvia 
Minster of State Janis Dinevics



REGULATION ON THE VALUATION OF STATE AND LOCAL 
GOVERNMENT OWN^D UNITS (ENTERPRISES) AND ASSETS

I. General regulation

1. A regulation on the valuation of slate and local government owned units 
(enterprises) and assets determines a procedure in which state and local government 
unite (enterprises), iheir structures and separate assets and real estate to be privatized 
arc valuated, the set price is determined and the results of the valuation are //fixed - 
noformeti//.

2. This regulation is used by the privatization commission of state and local 
government property while valuating the unit (enterprise), its structures or separate 
assets and real estate.

3. The entire tangible and intangible assets of a unit (enterprise) are valualed and 
their price is determined considering:

- the real existence and the actual state of the assets, which is determined in the 
process of stock-taking;

- prices, which are in effect at the moment of valuation;
- conclusions of experts.

II. Organization of a unit's (enterprise's) valuation

4. Valuation of a unit (enterprise) to be privatized is carried out by the privatization 
commission of state and local government properly (henceforth - privatization 
commission).

5. Privatization commission in accordance with the Republic of Latvia law "On the 
privatization commissions of state and local government property":

- checks the results of slock-taking organized by a unit (enterprise) and valuates 
the assets fixed in the stock-taking statements;

- determines the set price of a unit (enterprise) in accordance with the market 
conditions and conclusions of experts.

III. Valuation of a unit (enterprise)

6. Valuating a unit (enterprise) the following shall be taken into consideration:

6.1. assets: buildings, constructions, //parvadu ierices - drive devices//, machinery 
and equipment, computing technique, production and unproduction inventory, 
vehicles and other enterprise's properly included into the category of assets;

6.2. working capital:
- goods and raw material slocks, //production slocks - raioSnnns krajumi//, 

unfinished goods, finished production, goods which at the moment of valuation are in 
the way, less valuable and current assets and other material valuables;

- other working capital: cash, money in bank accounts, securities, debts of 
debtors and other financial investments and assets, as well as //atlikums// from the 
special funds (production, social and material stimulating funds);

6.3. units under construction;



6.5. other intangible components (name of a firm, label, authorities of judicial 
persons, rights to use inventions).

7. Privatizing the leased state unit (enterprise) it is valuated like a production 
//kofjums// and the state share is calculated by taking off the leaseholder profit 
invested into the enterprise from the total set price.

8. A anil (enterprise) shall be valuated according to its assets value and amount of 
profit discount at the same time. If it is not profitable or if a unit (enterprise) is 
supposed to be privatized by selling assets and real estate separately, the value of the 
properly according to the amount of profit discount is not determined.

9. Valuation of a unit (enterprise) according to its assets value includes the valuation 
of assets, working capital and buildings under construction: .

9.1. assets are valuated taking into consideration similar market prices, level of 
technical development, depreciation and actual possibilities of its use.

Totalliy depreciated assets are valuated taking into consideration actual possibilities of 
their use;

9.2. working capital is valuated:
goods and material stocks - according to the existing prices at the moment of 

vahntriwi. Valuating less valuable and current assets the procedure determined by 
accHurrting is considered;

rtfter working capital - according to the accounting records at the moment of 
valuation;

9.3. buildings under construction are valuated and their relative price is determined 
taking into consideration the market prices of construction materials, changes in 
consftuction price tariffs, as well as the actual possibilities of its use.

After the valuation of a unit's (enterprise's) assets the privatization commission 
calculates the set price of the unit (enterprise) by multiplying the tolal value of 
enterprise's assets with correction coefficients determined by the privatization 
commiission after it has valuated peculiarities of the unit (enterprise) not exceeding:

sphere of activities and possible development - 0.9-1.1

power capacity and material capacity of production it produces - 0.8-1.0

financial state and profitability - 0.9-1.3

demand for the production (services) produced by the enterprise - 0.9- 
1.3

level of market's monopolization - 1.0-1.4

place of location and satisfactory infrastructure - 0.9-1.2

conclusions of experts (if there are so) about the construction costs of a similar 
unit (enterprise) - 1.0-1.6



conclusions of experts about the intangible components - 1.0-1.4 

other factors influencing the value - 0.9-1.2.

IK A profitable unit (enterprise) shall be valuated in accordance with the amount of 
profit discount as a united functioning economic complex.

,\ <i'V"J

A set price of the unit (enterprise) is determined by dividing 2 years average/.profit $ 
anticipated by its business plan with the regular annual long-term (at least 5 years) 
Aposit investment interest rate and multiplying by 100.

12. Privatization commission compares the set price of the unit (enterprise) obtained 
% using both methods and determines it final relative price.

if. //noforniesana// of valuation results

I3!. Privatization commission according to the stock-taking data compiles assets, 
working capital and buildings under construction valuation statements and a 
'Satement of summarized set price (Append. 1,2,3 and 4) where it reflects the results 
ief stock-taking and valuation.

P1. Stock-taking documents, conclusions of experts (if there are so), calculations of 
fle enterprise's profit discount amount and conclusion of the privatization 
.commission about the correction coefficient are attached to the valuation statement.



Appendix 1

ASSETS VALUATION STATEMENT

Privatization commission ......................................................................
(names of commission members) 

carried out...........................................................................................
(name of the enterprise) 

assets stock-taking and valuated its state on ............... 199...*

Inventory Name of Year it Beginning Actual deprec. Ending Value in
nr. of the the unit started balance ——-———— balance market
unit operate (th.rbl) % th.rbl. (th.rbl.) prices(th.rbl.)

1234 5678 

In tola!:

Chairman, Chairman,
Stock-taking commission................ Privatization commission..............
Commission members: Commission members:
1................................ 1................................
2. ............................... 2. ...............................
3. ............................... 3. ...............................

* 1-7 aie filled by the stock-taking commission 
8 is filled by the privatization commission



Appendix 2

WORKING CAPITAL VALUATION STATEMENT

Privatization commission ........................................................
(names of commission members) 

carried out..............................................................................
working capital stock-taking and vaiuated its slate on ........199...*

Name of the working Number Total value
capital group (tli.rbl.)
._ _

In total:

Chairman, Chairman,
Stock-taking commission ............... Privatization commission.
Commission members: Commission members:
1................................. 1.................................
2. ................................ 2. ................................
3. ................................ 3. ................................

Working capital valuation statement is compiled by the. privatization commission.



THE BASIC PRINCIPLES AND IMPLEMENTATION PROCEDURE. 
OF THE PRIVATIZATION OF STATE OWNED BAKERIES

1. Sector status

At the end of 1992, about 48% of the total bread produced in the country was 
by large state owned bakeries. Approximately the same amount of bread was 
produced by plants owned by the Latvian Consumers' Union; the remaining part was 
produced in plants owned by former collective farms or other entrepreneurial 
companies. In 1993, the number of newly formed bakeries has grown, as well as 
their contribution to the total amount of bread production. At the same time, the 
capacity of the existing state owned bakeries has not been utilized to maximum 
capacity. This pertains particularly to bakeries in Rezekne, Daugavpils and Jelgava.

By the end of 1992, the Latvian Republic (henceforth, "LR") concern^ 
"Latvijas Labiba" partly controlled bread prices by determining lijniTaTIonTT^sorne 
varieties of bread, as well as the average price for one portion of flour. Wn~en 
"Latvijas Labiba's" operations terminated 1993, opportunities to determine prices in 
this manner ceased, and the price of bread was influenced by the competition among 
plants, as well as by factors determining grain price. Bread production, like other 
production sectors, has become an ordinary kind of entrepreneurial activity, where 
one of the primary goals of the entrepreneur is to make a profit; the previous priority, 
which was to provide bread to the residents of Latvia, to now becomes just a means 
of earning a profit. In the current situation, there is no reason to assume that further 
existence of state owned bakeries will ensure better bread and flour product supplies. 
Apart from this, experience shows that the existence of large bakeries not only 
increases efficiency of production but also creates problems under the conditions of 
increasing competition. The increasing number of bakeries attracting the capital of 
individuals willing to invest in this sector, formed alongside the existing ones, are 
evidence of this. In view of the fact that the capacity of bakeries is sufficient to 
provide bread to the residents of Latvia, a situation can be created where the sector . 
suffers from bankruptcy caused by delayed restructuring. 1

In order to create a network of efficient enterprises, and to maintain their 
capacity of production under the management of qualified individuals, it would be 
advisable to start the privatization of bakeries immediately.

2. Peculiarities of bread production sector enterprises that should be taken into 
account during privatization.

2. i. The necessity to ensure rhythmical operation of the enterprises.

Bread production should be consistent; the necessary amount of bread should 
be produced daily. Every deviation creates a chain reaction in the demand for 
bread.

Although there are several bakeries in Riga which, though specialized, can 
partially substitute one another, state owned bakeries in other Latvian towns 
are the main bread suppliers for the region. If their operation ceases, it will



not cause crises in bread supplies, but initially will create certain problems 
concerning supplies, and later in their fight for the market, since its 
place will have been taken by other entrepreneurs.

2.2. Ensurance of price stability.

Previously 70% of bread production costs were constituted by flour price, but 
deductions to amortization funds for means of production constituted only a 
small part of the costs.

2.3. Technological underdevelopment

In most of the bakeries, means of production and technology are obsolete and 
suitable mainly for large scale conveyer systems. Fight for the bread market 
will necessitate the fundamental reconstruction of bakeries.

2.4. Strategic importance of the sector

If privatized immediately, bakeries cannot stop their operation even for a 
short time, for currently bread is one of the main victuals, and the capacity of 
the above mentioned new bakeries is not large enough to provide, for 
example, 30 tons of bread produced daily by "Ventspils Maiznieks". In 
addition to this, fluctu;\ion of bread prices to a great extent influences prices 
of other victuals.

3. Basic principles for sector privatization

Taking all these factors into consideration, the following basic principles should be 
observed in the privatization of bakeries.

3.1. Reorganization of the existing enterprises by dividing them into a number of 
smallerunits; formation of new production on the basis of indivisible by 
technology enterprises units which will be privatized in future as separate 
entities ( units for privatization as in Chapter 4 of this paper).

3.2. On the basis of these enterprises or their parts, absolutely independent
companies should be formed, and their activity will be determined exclusively 
by the LR Laws and competition.

r>
3.3. / During the initial stage of enterprise privatization state joint stock companies 

< should be formed. On the basis of state enterprises or their subsidiaries 
formed as the result of reorganization, state joint stock companies should be 
formed. During the process, valuation of the enterprises should be carried 
out; the price of shares will be determined according to it. If the enterprises 
have been transferred into the supervision/tenure of an entrepreneurial 
company, the enterprise should be revalued, and the actual investment of the 
company (the purchased properly) into the enterprise should be determined.



3.4. Shares in these companies should be sold according to the privatization
scheme (in this case, procedure of share sales), which determines distribution 
of shares and regulations on the sales of shares.

3.5. Privatization projects in these cases are prepared by the Privatization
Commission for the sector, appointed by the MOA. It also sells shares.

3.6. The privatization project should anticipate the possibility to sell shares to
different groups of individuals - employees of the enterprises, pension trust, or 
other entrepreneurs.

3.7. Distribution of shares should include control interest which would p /<- 
commission its holder to manage the company. -"""~

3.8. Control interest is sold using a tender process according to regulations for the 
sale of shares prepared by the Privatization Commission; one of the main 
requirements for the aspirant is experience in bread production. His 
compulsion will be maintenance of a definite amount of bread sales, regularity 
and selection of product.

3.9. Shares will be sold on a long term credit; the purchaser is responsible for the
compliance with the regulations for sale. Thus, the enterprise will be owned \ _ 
by the aspirant only in three (five) years, if the provisions included in the < r "" ^tr/ 
privatization project are complied with. Otherwise the purchase contract will 
be suspended and a new competition announced.

4. Units for privatization

The following state bakeries, including those leased to the newly formed 
entrepreneurial companies, are subject to privatization.

This sector includes:

1. State Firm(SF) "Druva":

- bakery No. 1 - ! :3.5 tons /per day
- flour mill No.4 - 40.7 tons/per day
- macaroni plant -11.5 ihous. tons/ per year

2. Riga SF "Ballmaiznieks"

- bakery No.2 - 61.5 tons/per day
- bakery No.3 - 23.8 tons/per day
- Jurmala bakery - 19.1 tons/per day

3. SF "Abra" bakery - 56.1 tons/per day

4. Ltd. company "Vidzemcs maiznieks":

M 
/



- bakery - 42.5 tons/per day
- baranka (ring-shaped roll) shop - 5.7 tons/per day

5. SF "Ventspils maiznieks" bakery - 30.2 tons/per day;

6. SF "Daugavpils maiznieks"

- bakery No. I - 44.1 tons/per day
- bakery No.2 - 36.1 tons/per day
- baranka shop - 3.3 tons/per day

7. SF "Jelgavas maiznieks" bakery - 39.1 tons/per day;

8. SF "Liepajas maiznieks":

- bakery No. I - 25.2 tons/per day
- bakery No.2 - 35.7 tons/per day

9. SF "Rezeknes maiznieks" bakery - 45 tons/per day

10. Entrepreneurial company "Aldona" Ltd. bakery - 30.5 tons/per day

11. Firm "Strategic" Ltd. Riga - rusk (dried bread) shop - 4.3 tons/per day • 

5. Privatization procedure

1 In order to implement the basic principles, bread production privatization should be 
j carried out with the help of a separate law; the procedure would include:

5.1. The formation of the Privatization Commission;

It would be advisable to form one Privatization Commission for the sector; it 
would include impartial technicians who can prepare regulations.for 
enterprise privatization. v (~»^~/i.-*

5.2. The valuation of the unit for privatization;

Units for privatization should be valued according to the LR Law "On the 
Valuation of the State and Municipal Property (Enterprises)". The value thus 
determined, will create the basic capital for the joint stock company to be 
formed, and in the future will serve as the starling point for the preparation of 
regulations for the sale of the enterprise.

5.3. The formation of the. state joint stock company;

Stale joint slock companies should be formed according to Ihc LR Law "On 
Ihe Transfer of the Stale n.n«J Municipal Property into Statutory Companies".

5.4. The distribution of shares;



The distribution of shares would include deductions to the Pension Trust 5 - 
10%, to the employees - 15 - 30%, including sales for vouchers, and control 
interest of the company - 60 to 80 % of shares to he sold undivided 
according to the regulations for the competition.

5.4. Preparation and approval of the regulations for the competition;

Regulations for the competition cover mainly sale of control interest. 
Alongside with other regulations it would include obligations of the enterprise 
regarding the amount of sales, and terms of share purchase (dates, terms of 
payment, advantages related to resources invested in the reconstruction).

5.5. Competition for privatization;

The competition is open. The beginning of the competition and opportunities 
to see the regulations should be announced in the press. Any natural person or 
legal entity willing to obtain control interest can participate in the 
competition. In order to claim the undivided control interest, the employees, 
or part of them, or other group of individuals have to form an entrepreneurial 
company, or establish a group by contract which should include mutual 
obligations and responsibility in the process of buying shares.

The term of the privatization competition is 2 or 3 months.

5.6. Purchase of shares;

Shares are bought on credit (deferred payment) for a term of 5 to 7 years with 
a strict schedule of payment. Only after the term has expired, the obligations 
determined for the purchaser of control interest concerning the use of the unit 
are terminated.

Any means of payment recognized by the stale, including vouchers, can be 
used to purchase shares. Discounts can be determined for up to half of the 
resources invested by the new entrepreneur for the development of production.

This paper has been prepared by the Latvian State Institute of Agrarian Economy, 
Cooperation and Management Sector, 14 Struktoru Street, Riga.

\

Research Fellow, Anciris Miglavs, tel. 553370



RECOMMENDATIONS
FOR DAIRY PRODUCERS'

ASSOCIATION OPERATION PLAN WRITING

The process of establishing the dairy producers' association has started in the Republic 
of Latvia. The economic conditions at the time of the commencement of operations 
are extremely difficult, therefore activities in the initial stages should be thorough and 
well thought out. To produce milk and milk products most effectively, dairy 
producers must cooperate. It must be taken into account that the existing dairy 
processing enterprises need to be reconstructed or (a considerable part of them) 
established anew. The equipment is depreciated by about 65% and it does not comply 
with the requirements needed for the production of quality products. Animal doctors 
and animal scicntisls as well as other kind of services provided to dairy producers, as 
well as the milk collecting system need to be changed. Therefore, at the stage when 
the dairy producers' association is established and begins its operations, when dairy 
collecting and processing enterprises are transferred into the ownership of dairy 
producers' association and turned into independent and profit-making dairy producers' 
association enterprises, the dairy producers' association operation (business) plan 
requires .special attention. This will ensure the productive functioning of the 
association.

The Time Krainc for (lie Development of u Business Plan

Because of the complex and unstable economic situation, the dairy producers' 
association business plan shall be written within the next two or three years. The 
operation plan and the results anticipated after the first year or less shall be worked 
out in greater detail, but for the remainder of the time only the major activities, their 
results and their influence on dairy producers and on the entire dairy producers' 
association shall be indicated. Thus, the plan consists of two parts- a detailed 
operation plan for the initial period and the major activities, intentions, and goal 
projections for more distant future. The second part can be more spec!lied as the 
Association starts operating and its activities, the process and methods of their 
implementation, as well as the necessary resources can be formulated more precisely.

The Content and Structure or the Uusinuss Plan

(1)

The dairy producers' association business plan, first of all, describes the association- 
its members and tasks, the personnel and their ability to implement the tasks set by the 
association, to ensure the management of the association and services anticipated,



association capital and other resources, and the sphere of activity and management 
structure. It is important to determine and to describe the personnel skills, their ability 
to manage the operations of the association and the enterprise, and to establish a good 
relationship with association members and business partners.

It is also advisable to indicate what changes to the management system and the 
managers of the Association enterprise are intended in the distant future.

(2)

Secondly, the business plan shows the spheres of activity of the association and the 
ways these activities will influence milk producers' activities. 
Now, in accordance with the Republic of Latvia Supreme Council April 15, 1992 
Resolution On Milk Collecting and Processing Enterprise Privatisation, dairy 
producers' associations have the opportunity to transfer state milk collecting and 
processing enterprises to their ownership and to turn them into independently operated 
dairy producers' association enterprises. Special attention shall be paid to showing 
how would they function further and determining their technological and economic 
capability. It should be noted that the transfer of milk collecting and processing 
enterprises to the newly founded or re-established dairy producers' association free of 
charge is not an aim in itself, but rather a means to ensure higher milk and milk 
product production quality, to avoid ungrounded processing enterprise centralization 
and monopolization. To produce high-yielding and marketable product, it is 
important to ensure the gradual and effective development of the process, which will 
be based on world standard technology.

Therefore the dairy producers' association business plan must pay significant 
attention to the description of the state of the association milk collecting and 
processing enterprise affairs, operations and development perspective.

The following issues shall be outlined: the enterprise capacity, the condition of the 
equipment, the use of the equipment at present and in the future, the necessary 
modernization, material, and money resources required and its sources (own 
resources, loans, etc.). It is important to determine the amount of current assets that 
will be needed each month through the next year and how they will be obtained. 
Location of the enterprise is to be shown in relation to the sales areas, market, and 
clients. The plan shall describe, what products (and how much) are being produced at 
the present and will be produced in future (in one or two years) in the association 
enterprises. In what way will the product quality, production costs and sales (markets) 
change?

For the present moment, when the economic factors (prices, interest rates, wages) are 
changing very rapidly and are difficult to predict, calculations are to be made for three 
variants- minimum, average and maximum change of these factors.

If a sales network is to be established, then the volume of sales, profitability, as well 
as the manner in which it will be organized and controlled must be indicated.



It is important to ensure the uninterrupted functioning of the milk processing 
enterprise. Therefore, it should be described how an uninterrupted enterprise supply 
with raw materials, material and technical resources is to be carried out, how 
maintenance and renovation of the facilities and equipment is to take place. Will this 
be conducted independently, or will it be done cooperatively, with signed agreements?

The function of the enterprise is impossible without its personnel and workers. 
Therefore, the personnel structure, their pay and the projected changes in this respect 
must be indicated. Financial results characterise the enterprise operational results that, 
under the circumstances of the market economy, determine its operational ability. 
Therefore, the dairy producers' association operation plan must provide the quarterly 
expenditure and revenues for the immediate period and the annual revenues and 
expenditure for the future.

(3)

The dairy producers' association task is not only to ensure the effective function of the 
dairy processing enterprise, but also to provide dairy producers with services aimed at 
ensuring quality milk production and collecting on cooperative basis. Provision of 
services shall be based on a cost covering principle. Dairy producers' associations 
should analyse and reconsider how to solve the following problems:

1) Milk collecting. At this time, milk transport to the processing enterprises causes 
problems for many farmers and individual livestock farmers. Therefore, the plan shall 
present an analysis on the function of the milk collecting network, its accessibility, 
and anticipated improvements.

2) Milk production control and an animal doctor service system for farmers is just 
being established and is being restructured in order to ensure the establishment of a 
high quality, productive, and effective herd. The dairy producers' association 
operation plan shall therefore include information on the current status of this work, 
its cost, and the anticipated changes.

3) The material and technical supply of the producers. Milk producers, especially 
farmers, will decide on what kind of barn they will have (the amount of technical 
devices will they introduce), what equipment (food distributors, milkers, coolers, 
etc.), technical supplies, and sanitation materials will they introduce. Therefore, 
farmers will need additional help for the purchase of the existing farm equipment and 
other mechanism purchases, technical service, renovation, feed preparing, etc. The 
dairy producers' association shall analyse the situation and indicate in their operation 
plan how and what help they will provide to the producers, how the consultants will 
operate in their areas, and how the service system will operate there.

The dairy producers' association business plan and operations cannot remain 
unchanged. Together with the condition and situation changes, the operation plan 
and, more importantly, the operations of the association should change.



Cooperation and Management Problem Sector of the Latvia State Institute of Agrarian 
Economics will provide consultation on these issues: 
Phone 562253 (A. Bondars) 
Phone 562047 (A. KJimenkova).

Riga, 'October 1$., 1992

A. Bondars,
Co-operation and Management Problem Sector
Latvia State Institute of Agrarian Economics

Reviewed and approved by the Working Group for Milk Collecting and Processing 
Enterprise Privatisation Preparation, Ministry of Agriculture

October ,1992



RECOMMENDATIONS
FOR DAIRY PRODUCERS'

ASSOCIATION OPERATION PLAN WRITING

The process of establishing the dairy producers' association has started in the Republic 
of Latvia. The economic conditions at the time of the commencement of operations 
are extremely difficult, therefore activities in the initial stages should be thorough and 
well thought out. To produce milk and milk products most effectively, dairy 
producers must cooperate. It must be taken into account that the existing dairy 
processing enterprises need to be reconstructed or (a considerable part of them) 
established anew. The equipment is depreciated by about 65% and it does not comply 
with the requirements needed for the production of quality products. Animal doctors 
and animal scientists as well as other kind of services provided to dairy producers, as 
well as the milk collecting system need to be changed. Therefore, at the stage when 
the dairy producers' association is established and begins its operations, when dairy 
collecting and processing enterprises are transferred into the ownership of dairy 
producers' association and turned into independent and profit-making dairy producers' 
association enterprises, the dairy producers' association operation (business) plan 
requires special attention. This will ensure the productive functioning of the 
association.

The Time Frame for the Development of a Business Plan

Because of the complex and unstable economic situation, the dairy producers' 
association business plan shall be written within the next two or three years. The 
operation plan and the results anticipated after the first year or less shall be worked 
out in greater detail, but for the remainder of the time only the major activities, their 
results and their influence on dairy producers and on the entire dairy producers' 
association shall be indicated. Thus, the plan consists of two parts- a detailed 
operation plan for the initial period and the major activities, intentions, and goal 
projections for more distant future. The second part can be more specified as the 
Association starts operating and its activities, the process and methods of their 
implementation, as well as the necessary resources can be formulated more precisely.

The Content and Structure of the Business Plan

(1)

The dairy producers' association business plan, first of all, describes the association- 
its members and tasks, the personnel and their ability to implement the tasks set by the 
association, to ensure the management of the association and services anticipated,



PRIVATIZATION OF DAIRY PROCESSING PLANTS 

Methodical recommendations - comments 

A. Miglavs. Latvian State Institute of Agrarian Economy

Introduction.

Perhaps in no other branch of agriculture product processing the producers 
have not been so dependent on processing and trading enterprises as it has been, and 
still is, in dairy processing. It is mainly for the reason that milk produced in 
agricultural enterprises is the sole raw material which in small quantity is to be sold to 
the consumers unprocessed. In addition to this, cows should be milked every day, and 
due to the concentration and specialization of production established during the 
previous decades, sales of milk have been confined to a limited area. This explains 
the fact that dairy processors have a large possibility to set their terms of sale for the 
milk producers.

Since milk cattle-breeding is one of the main branches of agricultural 
production in Latvia, the issue concerning the ownership of dairy processing plants to 
a certain extent becomes a political one. Apart from market, owners of dairy 
processing plants acquire additional means of influencing the income and living 
standard of country population.

For this reason in most of the countries in the world with market economy 
major part of the dairy processing plants is owned bymilk producers, mostly by the 
cooperative associations formed by them. Prior to the transfer of dairy producers' 
cooperative property to state property in 1940, this was also the way the system was 
organized in the Republic of Latvia.

That is why over a period of time there have been discussions about the 
necessiti to transfer dairy processing plants mainly to the ownership of milk 
producers. There had even been attempts to carry it out. These separate cases did not 
give, however, positive results due to the influence of the socialist food price fixing 
carried out by the state.

Only with the "liberation" of food prices and beginning of privatization 
economic preconditions were created for the transfer of dairy processing plants into 
the ownership of milk producers.

Still there exist cxontradictions. Transfer of ownership for the plants gives 
their owners not only the right to handle the products but also makes them responsible 
for the technical state of the plant, which actually is quite miserable, and for finding 
market to trade dairy products, since market has reduced considerably for several 
reasons, especially during the previous year.



This could be one of the reasons why during almost a year since the LR 
Supreme Council Resolution "On the privatization of milk receiving and processsing 
plants" was passed in April 15, 1992, the formation of dairy producers associations 
and takeover of dairy processing plants has been slow.

Nevertheless, since the adoption of the Law "On the Privatization of Dairy 
Processing plants" January 19,1993, the process of privatization of dairy processing 
plants enters its final decisive phase. Only by August 1, 1993, the milk producers are 
given opportunity to make a decision concerning their participation in the 
privatization of dairy processing plants.

Taking into account the fact that the above mentioned Law does not compel 
anybody to participate in privatization, but only gives the right to do so, a lot will 
depend on the understanding of dairy producers of privatization processes, possible 
options and motives of choice.

This paper is an attempt to present the essence of dairy industry privatization 
process, laying stress on specific features if compared to the privatization of other 
units of national economy, as well as to indicate the possible place and actions of 
dairy producers in these processes.

This paper is not a detailed action plan. However, it may help the members of 
Privatization Commissions in their work, or any individual interested in the 
privatization of dairy processing plants.

1. The beginning and main directions of dairy processing plant privatization.

Actually the privatization of dairy processing plants started only when the LR 
Supreme Council Resolution "On the Privatization of milk receiving and dairy 
processing plants" of April 15, 1992 (further in this paper "April Resolution"), was 
adopted. This /Resolution actually marked three main lines of activity in the sphere of 
dairy processing plant privatization.

1.1. Renewal of the cooperative system of dairy producers.

The legal basis for the renewal of dairy producers' cooperative system follows 
from the thesis of the Resolution that in privatization Phase I "...milk receiving and 
processing plants according to a list approved by the LR Council of Ministers are 
transferred to the ownership of the renewed or newly formed dairy producers' 
associations or companies...". Other versions of plant transfer are not provided by the 
Resolution.

The April Resolution provides that the renewal of the cooperative system 
should be carried out on the basis o. the principles included in the Dairy Producers 
Associations' Model Charter of December 17, 1937, approved by the Cabinet of 
Ministers. This was observed in the "Model Charter of Dairy Producers Cooperative 
Associations" developed by the scientists of the Latvian State Institute of Agrarian



Economy: J. Meijubers. A. Miglavs, N. Ozolins'. The Model Charter was approved by 
the LR Council of Ministers June 16, 1992, Resolution No. 231.

In this Model Charter regulations were included from the Model Charter of 
1937, which do not conflict Law "On Cooperative Companies" August 6, 1991, 
currently in effect in Latvia. These regulations are supplemented with the 
requirements of the current situation. Limitation on the maximum amount of shares 
(both basic and additional) held by a member to 15, is one of the essential differences. 
It has several reasons, but one of the main reasons is the current changes concerning 
dairy producers. Former collective farms are being replaced by individual farmers 
and small scale statutory companies; household farms are retained. Thus, the 
limitation ensures the stability of the dairy producers association and prevents the 
possible secession by its members.

1.2. Transfer of milk receiving and processing plants to the renewed and newly 
formed dairy producers associations.

April Resolution states that privatization of dairy processing plants is carried 
out in two phases, and all the receiving and processing plants are divided in two 
groups:

1) central (conceptual name) state dairy processing plants and

2) other milk receiving and processing plants.

According to the Resolution, plants belonging to the second group mentioned 
have to be handed over to the cooperative dairy producers associations free of charge, 
according to their operation areas; the value of their property is not distributed 
(personificets) among association members. Personification is envisaged for Phase 11.

State ownership is temporarily retained for the plants belonging to the first 
group. Several state dairy processing plants previously transferred to the balance sheet 
of agricultural enterprises are added to this group - Saldus, Jekabpils, Aizkraukle and 
Bauska dairy kombinats; they should not be handed over to pagast dairy producers 
cooperative associations without payment.

Transfer of milk receiving and processing plants to dairy producers 
associations without payment is carried out according to methodical recommendations 
developed by the Latvian State Institute of Agrarian Economy (head of the sector A. 
Bondars and scientist A. K|imenkova), approved by the LR MOA, and published by 
"Agroinformacija" publishing house; for this reason a more detailed discussion will 
not follow.

1.3. Preparation for dairy processing plant privatization Phase II

According to April Resolution dairy processing plant privatization Phase II 
should be carried out according to a separate Law on the privatization of agriculture 
product processing plants (in the course of work it later turned into a separate Law



"On the Privatization of Dairy Processing Plants"). The Law had to cover the 
following groups of issues:

personification of capital in state plants handed over without payment to dairy 
producers cooperative associations to the association members;

privatization procedure for the central state dairy processing plants;

settlement of relations between separate pagast dairy cooperative associations 
in cases when any of the units transferrable without payment covers area related to 
several associations;

guarantees to the stability of dairy processing plant privatization.

As the result of the implementation of the above mentioned actions about 60 
renewed or newly formed dairy producers cooperative associations have come into 
existence. However only 25 of the state dairy processing plants have been handed 
over to 15 pagast dairy producers associations.

Further progress of the dairy processing plant privatization is determined by 
the Law "On Dairy Processing Plant Privatization" passed January 19, 1993.

2. The Republic of Latvia Law "On the Privatization of Dairy Processing plants 
and its structure.

The following principles form the basis for the Law:

as the result of privatization dairy processing plants should be owned mainly 
by dairy producers;

dairy producers are represented in the privatization mainly by pagast 
dairy producers cooperative associations;

property rights of former dairy producers cooperatve associations in dairy 
processing plants should be renewed;

plant privatization in this branch should be carried out on favourable terms for 
the new owners; investment of resources should be still required from them;

free will to make decisions on participation in dairy processing plant 
privatization;

dairy processing plant privatization should not cut by force links of 
cooperation between both lower and higher level processing plants, and 
processing plants belonging to different regions established during decades;



The structure of the Law formed according to the above mentioned issues, 
treating them in succession. The following sections can be outlined:

1) general terms stating competence of the Law and legal basis for privatization 
(Chapter 1);

2) privatization procedure and basic conditions (Chapters 2, 3, and 4);

3) regulations for capital personification and guarantees to the stability of privatization 
process (Chapter 5).

3. Competence of the Law and legal basis for dairy processing plant privatization

April 15, 1992 Supreme Council Resolution "On the Privatization of Milk 
Receiving and Processing Plants" does not lose its validity (Article 2) with the 
adoption of the Law "On the Privatization of Dairy Processing Plants", and thus, the 
transfer of separate milk receiving and processing plants to dairy producers 
cooperative associations without payment can be proceeded. Pagast dairy producers 
cooperative associations can submit claims for the units to be transferred within two 
months since the Law goes into effect, t.i. April 1, 1993. It seems to be sufficient 
time for dairy producers associations to be formed and registered, including pagasts 
which have not done it so far.

If these associations are regis'.ered by April 1, 1993 and have submitted their 
claims for a dairy processing unit, it should be handed over according to the procedure 
provided by the above mentioned Resolution. Plants which have not been claimed 
remain included in the central plants, and are privatized according to the provisions of 
the Law "On the Privatization of Dairy Processing Plants".

In addition to these two documents directly related to dairy processing plant 
privatization, privatization process is covered by other legislative bills of the LR. 
However, if they conflict, the Law "On the Privatization of Dairy Processing Plants" 
(Article 2) dominates.

3.2. Plants to be privatized and personified.

Two groups of plants are outlined by the Law:

- plants subject to privatization according to the procedure provided by the current 
Law (Chapters 2,3,4). They are called in the Law "Units to be Privatized". It should 
be stated that the unit to be privatized can include several currently independent state 
plants; it is not envisaged to divide these plants into separate units. Separation of 
units has to be completed as the result of the implementation of April Resolution.

- enterprises that, or more exactly, their capital, that shall be only individually 
assigned. Because these enterprises themselves are already transferred or will be 
transferred to dairy producers associations free of charge. In reality Chapter 5 is the



only chapter that applies to these enterprises. In the law they are referred to as units 
to be individually assigned.

1) Enterprises under privatisation can be subdivided into three groups:

a) central dairy processing plants mentioned in the April Resolution, dairy processing 
plants earlier transferred to agriculture enterprises and dairy product storage 
enterprises.

All th°.se enterprise become privatisation units on the day the Law takes effect.

b) milk collecting and processing enterprises that by April 1 have not been applied 
for by dairy producers associations to transfer to them free of charge. Besides, the 
transfer of ownership paperwork can be completed later, within six months from the 
date the Law takes etfect, that is, August 1.

Thus the amount of privatisation units can increase within wo months form the date 
the Law takes effect.

Privatization project shall be prepared within two months from the moment the 
Privatization Commission is approved. It shall be noted that after the privatization 
project is approved by the Ministry of Agriculture it acts like the normative act in the 
privatization process of the concrete unit and is the basic document for the 
Privatization Commission's further activities. If the necessity to change the 
regulations determined by the project appears during the work, changes may be made 
only with the accept of MOA.

2) Prospectus of the company. As mentioned above, one of the main principles in 
privatizing the enterprises of the industry is openness and free will. That's why the 
prospectus of the statutory company to be formed shall be prepared and published 
after the privatization project is approved so that persons who have rights to obtain 
asset shares envisaged by the privatization project are capable to make their own 
decision about the participation at the unit's privatization process. In the prospectus 
the main information expected to be interesting for the future owners of the unit shall 
be included (Article 14).

To a great extent the further process of the unit's privatization depends on the 
prospectus. The prospectus is the main source of information available to the eventual 
owners about the unit's to be formed possible activities.

3) Charter of the company. The above mentioned documents serve for ensuring the 
successful privatization process, but charter is a document determining the future 
activities of the unit to be privatized.

In general charter of the company shall correspond to the Republic of Latvia laws on 
the chosen form of the company (any form of statutory company may be chosen) and 
shall include some additional conditions (Article 15) aimed to:



a) promote the development of dairy producers cooperation system (subarticles 1 and 
4). It looks like a new entrepreneurial company (which will not be the cooperative 
company) will be formed instead of the central state dairy processing enterprises. It is 
determined by the assets distribution to various groups of persons envisaged by the 
law and the administration structure of the companies provided by the law "On the 
Cooperative (joint activity) Companies", which gives one vote to each member of the 
company irrespective of his participation in the activities of the company;

b) to keep the way back to the sensible centralization of production for those dairy 
producers associations, which according to the April decree obtained the initial dairy 
processing enterprises which functioning individually are not competitive at the dairy 
products market (subarticle 3). Dairy producers associations have these rights 
which can not be alienated only in the time period of two years.

c) gives rights to the stale to follow the activities of newly established companies and 
express their point of view to the administration of the company (subarticle 2);

d) envisage the possibility of involving the eventual investors into the activities of the 
company, as it is not specially envisaged to involve external capital during the process 
of unit's privatization, wijich could be necessary for the successful development of the 
enterprise, (subarticle 5).

5 Valuation and sale of the unit to be privatized

5.1. Valuation of the unit

According to the regulations of the law (Article 16) the unit to be privatized is 
valuated in accordance with the valuation methodology approved by the Ministry of 
Agriculture and used in the cases when dairy collecting and processing units were 
handed over to the associations without any compensation.

It shall be noticed that the following is not included into the value of the unit:

value of dwelling houses — they shall be handed over to the local governments and 
will be privatized in accordance with the separate law (Article 12);

value of the nationalized property which is supervised by the unit to be privatized. It 
will be given back to its legal owners in accordance with the respective laws of the 
Republic of Latvia.

5.2. Determination of the assets of the company to be formed

The assets of the company to be formed may exceed the value of the unit to be 
privatized. This difference may appear in the cases when the unit to be privatized has 
delivered milk or its products to the other unit to be privatized (Article IX). In this 
case distributing the assets (about this in details below) handing over of assets share to 
the unit t? be privatized which delivered milk shall be envisaged.



For example, to the value of the unit to be privatized formed on the basis of Valmiera 
dairy kombinat a part of Riga dairy kombinat value shall be added correspondingly to 
the delivered milk proportion in the production volume of Riga dairy kombinat in 
1991 and 1992.

As these assets and their distribution is a part of unit's privatization project and assets 
determination among individual unit to be privatized is labor-consuming and requires 
the MOA coordination, the valuation of the unit shall be finished two weeks before 
the deadline for privatization project elaboration. The results shall be reported to the 
Ministry of Agriculture showing the asset shares owned by the other units to be 
privatized. The Ministry of Agriculture informs about it these other units.

5.3. Distribution of assets

Distribution of assets is one of the main parts of privatization project. It shows the 
eventual new owners of the unit to be privatized. Distribution of assets is determined 
by the Privatization Commission taking into consideration conditions of the law.

It shall be emphasized that distribution of assets does not mean its distribution to the 
determined persons without any compensation, but only shows the distribution of 
asset shares purchase rights.

There are two phases in assets distribution. First of all the distribution is carried out 
among the following groups of persons (Article 17):

1) milk producers and milk and dairy products suppliers - not less than 70% of 
assets;

2) employees of the unit to be privatized -- not more than 10% of assets;

3) other persons - not more than 20% of assets.

Actually this determination is carried out in different sequence, because if necessary 
the Ministry of Agriculture has a right to determine state owned asset share which the 
Privatization Commission shall take into consideration (Article 7). State owned asset 
share is determined on the base of the asset share reserved for other persons, 
correspondingly reducing it.

Henceforth the distribution among concrete persons is carried out within the 
distribution groups.

1 / Milk producers and dairy products suppliers.

The most complicated determination of asset distribution is among milk producers and 
milk and dairy products suppliers. As this share is determined proportionally to the 
weight of the milk supplied, at first information about milk supplies in 1991 and 1992 
to the unit to be privatized is needed expressed in terms of milk, and suppliers are 
divided into three groups:



a) direct milk producers -- farmers, collective farms, household. This information is 
needed on a pagasts scale;

b) dairy processing units, which according to the April decree are handed over to 
dairy producers cooperative associations without any compensation -- collectors, 
creameries, milkeries;

c) dairy processing units, on the basis of which the units to be privatized are 
established.

According to this information the total asset share reserved for the group shall be 
proportionally divided and the following have the rights to purchase it in the future:

d) case -- the pagasts dairy producers cooperative association which operating zone 
covers these milk producers;

e) case -- the dairy producers cooperative association or its union (Article 23) which 
got the mention plant into its possession;

f) case — the determined asset share is added to the assets of this other unit to be 
privatized in that way giving the rights of joint property in the company to be formed 
to the other entrepreneurial company, in this case even without asking its agreement. 
This asset share will be purchased by signing and paying for the asset share of the 
second unit to be privatized.

2) Employees of the unit to be privatized

Distribution of assets among the concrete employees of the unit to be privatized is 
carried out by the Privatization Commission in accordance with the regulations 
elaborated by it (Article 19).

Employees' length of service, their skills and attitude towards their work could be the 
criteria.

3) Other persons

The main objective for asset share reservation to other persons could be the 
involvement of additional resources to promote the future development of the unit. 
The Privatization Commission works out the criteria or selects candidates. It shall be 
noted that the existence of this share is not obligatory.

At the same time it shall be emphasized that only within the frame of this asset share a 
milk producer can get the asset share as the physical person during the process of 
privatization, because in the (1) group only the legal persons could become the 
eventual candidates — dairy producers cooperative associations or their unions.

In the final distribution of the assets which is the inalienable part of the privatization 
project, the following shall be shown:



- asset shares reserved for milk producers of separate pagasts (in accordance with 
Article l.a.);

- asset shares reserved for separate dairy producers cooperative associations (in 
accordance with Article l.b.);

- assets shares handed over to other persons to be privatized (in accordance with 
Article I.e.);

- asset shares reserved for concrete employees of the unit to be privatized;

- asset share retained by the state, if such is determined;

- asset shares reserved for other persons.

5.4. Regulations and procedure for asset shares sale

Privatization project and the prospectus of the company worked out on the base of the 
privatization project shall include the regulation and procedure according to which 
asset shares can be possessed.

1) Regulations for asset shares purchase. At first it shall be emphasized that almost 
all resources got from the sale of asset shares remain at the newly established 
company, and are transferred to the production development fund (Article 22). But it 
does not mean that anybody can get asset shares free of charge. The only exception is 
the state which keeps its owner rights in the determined extent, as well as statutory 
companies to the balance of which presently privatized dairy processing units were 
transferred before. They retain asset shares in the extent determined by the Ministry if 
Agriculture (Article 17).

Asset shares sale has the following reasons:

- it is the way how to mobilize resources (may be not very large) in the current 
situation when is the shortage of available credits;

- at the same time capital investing makes a large part of persons think over their 
attitude towards their participation in the entrepreneurial company.

2) Discounts for asset shares purchase

At the same time the Privatization Commission in privatization project may envisage 
advantages in the form of discounts and postponing of payment terms (Article 20). 
Determination of these advantages is contradictory.

From one side, it is necessary to get more resources for production development and 
as soon as possible, and that's why Privatization Commissions should determine these 
discounts as insignificant as possible. But from other side, milk producers who could 
be the main purchasers of asset shares, do not have the resources or do not consider



the investment of their resources into the development of the company as necessary -- 
and in this case the discounts could be as large as possible.

But the following shall be observed:

- actually Privatization Commission represents the interests of new owners, and 
owners by themselves shall take care about the further use of the property. Nobody 
will do that for them.

- marginal sizes of discounts mentioned in the law are the largest ones permissible;

- they are in effect only if these asset shares are signed for during the first phase of 
signing in the frames envisaged by the privatization project assets distribution.

If any person purchases more asset shares than it is envisaged by the privatization 
project (that could be done only during the second phase of signing) the determined 
discounts shall be reduced by one step.

For example, the privatization project determines 50% discount for the milk producers 
cooperative association and it has reserved share of 40 thousand rubles. If this 
company purchases asset shares for 60 thousand rubles, then the discount for 
additional 20 thousand rubles will be only 25%.

3) Means of payment. Mean of payment could be money, as well as property 
recognized by the Privatization Commission as acceptable, and general privatization 
certificates (Article 21).

4) Organization of the signing process (Article 21). Privatization Commission 
organizes only two signing phases before the privatization meeting in the procedure 
determined by the Republic of Latvia law "On Joint-Stock Companies" Article 20 
(Appendix 2).

During the first phase of the signing persons, to whom the privatization project has 
reserved rights to purchase asset shares of the unit to be privatized, may sign for them 
in the determined extent. During the second phase only those shares could be signed 
for which are not signed for during the first phase and that could be done only by the 
persons who during the first phase has signed for the asset shares in full extent.

Asset shares not signed for during the first two phases are also sold, but only after the 
privatization meeting. At this meeting they are represented by the state authorized 
representative.

6. Essence and organization of individual assignment 

6.1. Objectives of individual assignment

The following questions shall be resolved by the individual assignment of dairy 
collecting and processing units assets handed over without any compensation:



- achieve the correspondence of fixed assets determined by the charter of the 
company to the value of property and other assets owned by the company;

- ensure the possibility for all former members of dairy producers cooperative 
associations (as of 1940) or their heirs who by January 1, 1993 according to the April 
decree have announced themselves in the associations or board of pagasts, to get back 
their co-ownership rights to the former and present property of these associations;

- ensure the possibility for all members of the company when leaving the company in 
the procedure determined by the charter to receive back their share;

- ensure the possibility to become the co-owner of property handed over without any 
compensation not only for the first members of reestablished or newly formed pagasts 
dairy producers cooperative associations, but also for those who due to one or another 
reason joined the association later;

- take into consideration that the property handed over will not be the only property 
of the association and that the association will have its own economic life resulting the 
growth of the property and correspondingly changing the basic capital and value of 
shares.

6.2. Essence of individual assignment

Individual assignment expresses in a very simple way. After the terms determined by 
the law are over (there are two of them - January 1, 1994 and January 1, 1995) a part 
of transferred assets value is added to the basic capital of the company. There are two 
terms because the activities of the associations are not stable yet, and milk producers 
shall have a time to think over the necessity and possibilities of their participation.

As the basic capital consists of the sum made by the nominal value of shares owned 
by the members and these shares in all associations are determined according to the 
same criteria - 2400 kg of milk delivered to the association, the shares determined in 
this way are correspondingly enlarged. The method how to do that is shown in 
Appendix 3.

6.3. Relationship among several pagasLs associations

In the real life it could happen that the unit handed over without any compensation 
according to the April decree covers not only one, but several pagasts or even regions.

In order not to arise any conflicts, the law envisages the solution of the following 
situations (Article 23).

In the case if one dairy processing enterprise covers the operating zones of several 
dairy producers cooperative associations and these associations have expressed their 
will to take over this enterprise (Article 2), then this unit is handed over not only to 
one association, but to the new legal entity formed by these associations - pagasts 
dairy producers cooperative associations union which shall be established in



accordance with the Republic of Latvia law "On Cooperative (Joint Activity) 
Companies".

Co-property shares of these associations shall be determined basing on the same 
principle as calculating the distribution of basic capital in the privatization process of 
dairy processing enterprises. (Part 5.3.1. of this commentary.) It is done just after the 
union is established.

In that way some kind of the individual assignment first phase is carried out ~ among 
the pagasts associations. But the individual assignment of the assets handed over 
without any compensation among the members of the concrete association is carried 
out later as mentioned before (part 6.2. of this commentary).

There is another possibility for resolving the problem, although it is not mentioned in 
the law. If it concerns only a few pagasts with the insignificant number of milk 
producers, may be it is more useful to unite them into one pagast dairy producers 
cooperative association which will cover all these pagasts.

7 Privatization process stability guarantees

In distinction to the enterprises of other industries in the privatization of dairy 
processing enterprises it is tried to find guarantees against the cases of company's 
activities termination not supported by the law. It is expressed in the first hand rights 
of the state to purchase the privatized dairy processing unit (Article 25). The easier 
the unit was obtained by the association the easier (with the lower compensation) it is 
alienated. For example, in the case of the association mentioned in Appendix 3 of this 
commentary, if it would terminate its activities by the May 10, 1995, state taking over 
this unit shall pay back only the resources invested into the development of this 
enterprise. Not taking into consideration that the value of this unit has already been 
individually assigned. Value of liquidation quotas in this case would be essentially 
decreased.

8 Role of milk producers in the process of privatization

Any milk producer after getting know the law "On the Privatization of Dairy 
Processing Enterprises" has to make his own decision on his participation in the 
process of privatization and on the form of this participation. The decision could be 
made by trying to answer on the following questions.

8.1. Should I participate in the activities of dairy producers cooperative association?

It is not obligatory to do that. A milk producer have to decide whether he is able to 
fulfil the milk sale, processing and necessary technology purchase alone. Here it shall 
be noted, that although the cooperative association is an opened organization (it means 
that any milk producer of the concrete cooperative association operation zone has the 
rights to join it), it does not mean that the cooperative association has a responsibility 
to render services to the persons who are not the members of this association, 
especially on the favourable terms.



Actually the decision about joining the association may be made later, but as it was 
partially shown in Appendix 3, the later joining may be much more expensive for this 
person.

8.2. May be try to become the individual owner of dairy processing enterprise's asset 
shares?

Actually it is possible only in a few cases:

- Only in "the units to be privatized" and only in the case if the privatization project 
envisages asset shares sale to "other persons". Because the rest part is envisaged to be 
transferred or sold to dairy producers cooperative associations or employees of the 
enterprise. So we see, this part could be very insignificant;

- if after two phases of signing for the units to be privatized asset shares not all asset 
shares are signed for, and if the charter of the newly established company envisages 
such purchase possibilities for individual milk producers.

But these possibilities are too uncertain to take them into account at the very 
beginning of the privatization. Even more, in these cases no discounts are available.

8.3. Whether to establish a dairy producers cooperative association?

If there is no pagasts dairy producers cooperative association in the pagasts (or if 
pagasts is not included into the operational zone of any other association), to become a 
member of the association, firstly the association shall be formed.

The formation of dairy producers cooperative association is not complicated. The 
procedure of formation is shown in already mentioned "Proposals on the 
Reestablishing and Forming a New Milk Producers Association and Union".

But it shall be noticed that:

- it is envisaged that dairy processing enterprises will be transferred without any 
compensation and the distribution of assets will be determined only to those dairy 
processing associations which based their activities on the model charter approved by 
the Council of Ministers;

- to be the owner of dairy collecting and processing enterprises is not the only 
objective of dairy producer cooperative association.

.Although ensuring processing and sales of the milk produced by the Association 
members is one of the main tasks, it is not the only one. Besides that Association 
should take care of the pedigree work, supply of the material and technical resources, 
such tasks as promoting the use of research and practical information and other related



tasks. An Association will not necessarily have a dairy enterprise in its ownership. It 
is fully acceptable, that an association only represents its members at another 
economic unit- at the union of cooperative association or share company, or alike, so 
that every association member does not have to take part in the management of the 
enterprise.

- participation in the privatisation process of the dairy processing enterprises will be 
connected with actual investments, and therefore a person that decides upon joining a 
dairy producers' association should be ready to invest his money into the privatisation. 
Investments are to be proportional to the number of shares of each member.

8.4. Shall a dairy producers association claim the ownership of the dairy 
processing enterprises? the Potential feed-hack.

The first question is, if there are any milk collecting or processing enterprises, that in 
accordance with the April resolution, shall be transferred to pagasts association. 
If such an enterprise does not exist (it is the case, when milk from the particular area 
is brought to the central plant, that itself is a "privatisation unit" now) then claim for 
transfer of an enterprise into the ownership of the association is irrelevant. In this 
case association has only the additional preferences for obtaining capital shares in the 
unit under privatisation (see Article 5.4. of this paper).

If such an enterprise exists, the Association can claim ownership of the enterprise. 
But, before the decision is made, it should be reconsidered, if the enterprise is able to 
function as a separate unit. It may not be in all cases economically viable.

In some cases the negative result may show after so period only. Therefore the law 
(article 15) provides for investing the separate units into the associations formed on 
the basis of the central plant as a tangible investment and receiving part of the assets 
(shares, stock) in return. It takes place within two years from the date, of registering 
the central plant association.

It has to be stressed, that separating free of charge a milk collecting or processing 
enterprise, the base capital share allotted to pagasts in the privatisation plan.

7977

Therefore pagasts dairy producers association, that makes a decision to claim 
separation of the enterprise free of charge, has to properly analyse the situation.

8.5. Should you claim partnership in the central plant under privatisation?

It should be stressed once again, that no one is pressed to become an owner of a diary 
processing enterprise. Even part of the assets left in the reserve for a dairy producers'



association in the privatisation project, does not mean that the Association has to 
become a co-owner of the dairy enterprise.

When deciding, whether to take part in the privatisation process and the Dairy 
producers' Association, a milk producer has to take into account, that he will not 
necessarily make profit, but he might face some problems connected with 
improvement of the enterprise, sales and so like.
Still the major gains from co-ownership in dairy processing enterprises seem to be the 
rights:

- to participate in the management of the enterprise;
- to be the owner of the dairy product sold in the market.

The pagasts dairy producers association has to decide on taking part in the 
privatisation by the end of the 1st stage of applying for capital shares (Article 21). In 
most cases it is approximately five miniths after the privatisation has begun. If during 
that period the Association decides not to invest in the purchase of the capital shares, 
it practically loses the preferential status in becoming a co-owner of the newly 
founded entrepreneurial company. , and its members with that lose the right to be 
represented in the entrepreneurial company.

The capital shares allotted to pagasts dairy producers' association and not applied for 
in the first stage, under the second stage are offered to those dairy producers 
associations, that have applied for all the shares allotted to them. If dairy producers 
have not applied for the share allotted to them under the first and the second stage, 
those shares, after the establishment of the company can be sold to other persons, and 
thus dairy producers may lose the priority given to them by this Law to control the 
end-product, which in this case is the dairy product.

8.6. Resources for the Purchase of Partnership Shares???????

Association from the moment of its establishment has to consider the ways to get the 
resources:

- profit from the economic activities of the Association;

- members' personal investment of the necessary amount;

- loans from the bank or other banking institution or any other person.

9 Pagasts Dairy Producers' Association Operation, Participation in the 
Privatisation Process, their Relations



Pagasts Dairy Producers' Association place and participation in the price=privatisation 
of dairy processing enterprise privatisation is discussed in the previous chapters. In 
short, it can be characterised as follows.

9.1. The Re- establishment or establishment of the Associations

This issue has been discussed several times (see Chapters 4.2. and 8.3 of this paper), 
therefore we skip it in this chapter.

9.2. The Re-establishment of the Former Members' Membership

Irrespective of whether the pagasts DPA has been re-established or established, 
persons, that by January 1, 1993 have claimed their ownership rights as members of 
the former DPAs or their heirs, are enlisted as members, hat is done by granting these 
members without investing any resources as many shares as they had at the moment 
when DPA stopped operating in 1940.

9.3. Operations of the Association

Not elaborating on other activities of the Association, we will discuss operations with 
pagasts DPA base capital and their relation to privatisation of dairy collecting and 
processing enterprises.

1) On the establishment of an association they can agree on a small minimum value of 
the base capital and low nominal value of a share. In the cases, when a dairy 
processing plant is transferred to the ownership of an association free of charge, and 
the turnover capital also goes with it, the small base capital value would not make any 
difference. But the situation is completely different, when the Association has to make 
some investments - either into its economic activities or into the privatisation of eh big 
processing enterprises, that are to partially purchased. In the latter case members' 
investments into shares might become one of the main source of resources for 
privatisation. Therefore, to avoid future problems, it is advisable at the moment of 
establishment of an DPA to set bigger share nominal value.

2) In case it has not been done and a need for additional resources arises (also 
resources for the purchase of capital shares), the general meeting , in accordance with 
the procedure ser by the Charter can set a higher nominal value of the share, obliging 
member of the association to invest additional money, proportional to the number of 
shares they have. . . . .???? As there are certain discounts on the purchase of shares, 
the growth of the base capital value can be bigger then the actual inflow of resources. 
In this case the general meeting may decide upon increasing the base capital, and 
transferring into it resources from other funds and correspondingly increasing the 
nominal value of the shares owned by the members at that moment. In this case no 
additional members' investments are made.

3) If, in accordance with the April resolution, a dairy collecting or processing 
enterprise has been transferred into the ownership of the DPA, irrespective of the 
cases mentioned above the personifying of the capital, as provided for in the law shall 
be made.



Conclusion

As seen from above, privatisation of such a huge industry as milk processing is a big 
and complex task. It comprises establishment of the producers' associations, 
separation of privatisation units establishment of new entrepreneurial companies, 
establishment of the new economic structures and relations. The process involves 
many state institutions and persons, and their operations are to be fully coordinated.

Therefore the present paper does not elaborate on al the aspects of the process. Still 
we hope, it has helped to understand the essence of the dairy enterprise privatisation 
process and will be an inducement to study the Law itself.

Although the work to be done is so enormously complex, it can be completed. But it 
is high time to start the process, as the time schedule is very tense.

Still hasty decisions will not help, as they determine the faith of the Latvian dairy 
industry in a long run.



Appendix 2

Extract from the Republic of Latvia Law 
On Share Companies

Article 20

1) Subscribing for shares , the subscriber shall pay at least 10% of the value of shares 
they subscribe for.

2) A subscriber shall pay 25% of the value of shares they subscribe for, before the 
foundation meeting.

3) The subscriber gets a cheque signed by a cashier appointed by the founders for the 
sum they have paid in.

4) Representatives authorised by the founders of the share company ensure, that the 
money paid in for the subscribed shares is put into the bank, make an agreement with 
the owner of the assets or the enterprise on asset, intellectual property or enterprise 
(Article 19) price, transfer conditions and take over the assets or the enterprise and 
keeps the share-holders' register.

5) The share-holders register registers all the share-holders and all the changes of 
share-holders. The register book pages are bound together and the pages are 
numbered. The binding is sealed and the page numbering is certified by the 
Enterprise Register. The Share-holders' register book can be substituted by a 
computer-register.

6) The money paid in by the share-holders is kept in the bank till the moment, when 
the Board of the Share-holders company demands it. If the share-holders company 
has not been established, founders demand the money back and return it to the 
subscribers ( except the money that has been used for financing the founding of the 
Association).

7) In case of an argument, the case is reviewed by the court.



Appendix 3

An Example of Asset Individual Assignment in a Dairy Producers Association

1) In accordance with the April resolution an Association has acquired asset worth 4 
mil. LVR free of charge. The Association base capital comprised 500 thousand LVR 
on Jan. 1, 1994, and members possessed 500 shares, in accordance with what has been 
mentioned above. Of that Peteris BerzinS had 3 shares for 7000 kg of milk he has 
supplied.

2) Therefore their nominal value was 1000 LVR (500 000 : 500 = 1000) 

Peteris Berziiis" share nominal value was 3000 LVR (3 x 1000 = 3000)

At this time members, who wished to enter the Association, in accordance with the 
Charter had to invest into the Association at least 1000 LVR for the purchase of share. 
And, on leaving the Association, a member could get back his share at the amount of 
1000 LVR only.The same amount would be returned on leaving the Association. It 
shall be done within one or two years from the moment of leaving the Association.

3) In accordance with the law 2 million (1/2 of 4 mil. LVR) of the assets transferred 
to the Association free of charge shall be individually assigned on Jan.l, 1994. This 
amount is added to the base capital of the Association, and thus the base capital 
comprises 2.5 mil.LVR (500,000 + 2 000,000 = 2500,000). The number of shares has 
not changed and now one share equals 5000 LVR (2500,000 /500 = 5000), or it has 
increased by 4000 LVR.

The nominal value of Peteris Seizins' shares has increased up to 15 OOOLVR ( 3 x 
5000= 15000). He received 12000 LVR free of charge as a result of share value 
increase. It might be useful someday, when he decides upon leaving the association.

To enter the Association now you have to pay already 5000 LVR for each share. The 
same amount will be returned on leaving the Association.

4) Let's assume, that on Dec. 31, 1994 the base capital of the Association has reached 
4 000 000 LVR, as new members have enteied the Association and bought shares. The 
number of shares purchased has reached 800. For example, Lolita Kalnina has 
purchased 4 shares that make up 20 000 LVR.Peteris BerzinS's share number has 
changed.

Now the remaining part (2000,000) of the assets have to be assigned. They are 
transferred from the reserve fund to the base capital. The share value has increased 
again. Now it reaches 7500 LVR 9 the increase this time is 2500 LVR).

(4000,000 -f 2000,000)7 800 = 7500

The nominal value of Peteris BerzinS's shares have increased to 21 500 LVR ( 3 x 
7500 = 21 500) and he has reviewed 5000 LVR * free of charge, or a total of 19,500 
LVR in both steps.
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^
RECOMMENDATIONS

How to develop an operation (business) plan for a dairy 
producers association.

Formation of dairy producers associations has started 
in. Latvia. They are starting their activity in complicated 
economic conditions and due to this the first steps have to 
be well-considered. With an aim to organize an efficient 
dairy production process, it is necessary to carry out the 
cooperation of dairy producers. It should be taken into 
account that dairy processing enterprises currently 
operating in Latvia have to undergo reconstruction, but part 
of them have to be formed anew. About 60% of the equipment 
is worn out, it does not. meet current requirements for the 
production of good quality products. Veterinarian, live­ 
stock specialist and other services provided to the dairy 
producers including milk recepti.on have to undergo 
considerable alterations. In view of all this, when the 
dairy producers associations are being formed and starting 
to opeiate, and take ownership of milk receiving and 
processing enterprises in order to make them operate 
independently and efficiently, development of a thorough 
operation (business) plan for each dairy producers 
association is of special significance. It should serve to 
yuarant.ee further successful and effective operation for the 
o'srsoci at ion .

Period of time covered by the plan

Under present, rapidly changing economic conditions it 
is suitable to develop the business plan for dairy producers 
associations for a period that can be projected, t.i. 2 or 3 
year'.;. The steps that will be taken by the association 
during the first year or a shorter period and their expected 
r c> :iults should bo especially thorough and detailed, but for 
t.he rest of the period only the most important actions, 
objectives and expected results and their effect on the 
dairy producers and the operation of the association should 
be included. Thus, the operation plan of the association 
consists of two sections - a detailed and thorough plan for 
the initial stage, and the main actions, intentions and 
objectives for the rest of the period. The second section is 
specified and in the course of operation.



Structure and content of the operation plan

I

The operation plan of the dairy producers association 
should contain a description of the association, its 
composition and objectives, staff and their ability to carry 
out the objectives of the association, ensure its management 
and envisaged services, capital and other resources at its 
disposal, sphere of its activity, and structure of its 
management. It is important to estimate the competence of 
the staff, ability and talent to organize the operation of 
the association and its enterprises, and maintain efficient 
and proper relations with the members of the association and 
business partners.

It is useful that a perspective be provided of how the 
oiganization and management of an enterprise owned by the 
association can be altered.

II

Secondly, forms of activity of the association have to 
be indicated and the expected effect on the activity of milk 
producers .

current conditions when in accordance with the 
Supreme Council Resolution on April 15, 1992 "On the 
privatization of dairy reception and processing plants" the 
dairy producers associations are given the chance to get the 
ownership of state reception and processing plants and 
transform them into independently operating enterprises 
owned by dairy producers association; special attention must 
lie paid that their ability for further operation is 
demonstrated, as well as its economic and technological 
possibiJ ities . It should be noted that transfer of milk 
reception stations and processing plants into the ownership 
of the renewed and newly formed dairy processing 
associations is not an end in itself but a means to ensure 
the production of higher quality milk and other dairy 
prr ducts as well as to eliminate the ungrounded 
centralization in processing industry and the monopoly of 
these plants. The process must be gradual, effective and 
highly productive, the basis for this being equipment and 
technology corresponding world standards; the products must 
be capable of market competition.

For this reason a considerable attention in the 
operation plan of the dairy producers association should be



paid to the characterization of current state, operation and 
development of the dairy processing plant in the ownership 
of the association.

The plan should contain production capacity of plants, 
state of equipment, its current and prospective usage, the 
necessary modernization and materials, technical resources 

for- it and their sources (resources available in 
credits etc.) It is important to determine the 
operating capital/cash-flow funds monthly over the 
one year and its source. The location of the plant 
characterized with respect to the market and 
There must be a detailed description of varieties 
of production produced currently as well as

and funds 
the plant 
necessary 
period of 
should be 
consumers. 
and amount
prospective production (in one, two years); it should be 
indicated what changes in quality, production costs and 
prices, market organization and localities are expected. 
Currently economic factors (prices, interest on credit, 
wages) change rapidly and it is difficult to project them; 
calculations must be carried out according to three 
positions: minimum, medium and maximum changes envisaged.

If a network of direct sales is going to be set up, it 
has to be stated how it will be organized, controlled, the 
amount of products to be sold and the efficiency of the 
network.

It is important that the operation of the processing 
plants is continuous. Thus it should be stated how regular 
supplies of raw materials, technical resources, repairs of 
equipment and buildings will be ensured;if it will be done 
individually or on the basis cooperation or contracts.

Operation of plants is carried out by labour. Thus 
composition of the staff and wage level, as well as changes 
in these parameters should be reflected.

Financial results characterize the operation of the 
plant which determines its ability to function in market 
economy. That is why quarterly income for each separate 
enterprise and expenses for the nearest period and annually 
in longer term should be provided in the plan.

Ill

The goal of the dairy producers association is not only 
to ensure a high quality production and efficiency of dairy 
processing plants but also offer services to dairy producers 
on cooperative basis with an aim to produce high quality 
milk. It is useful that charges for their services be based 
on actual costs of providing them. Dairy producers



associations should analyse and consider ways of solving the 
following problems:

1. Reception of milk. Currently a large number of 
farmers and individual producers find it difficult to 
-Jelivei milk to the processing plants. Therefore it is 
advisable to analyse the functioning of inilk reception 
network in th° operation plan. It should be available to the 
producers; they have to be informed about the expected 
changes.

2. Systems for veterinarian services and supervision of 
milk production for farmers and individual producers are in 
the initial stage of development and are undergoing 
essential changes with an aim to develop a high quality, 
highly productive and effective cow population. Therefore it 
is advisable that materials on the current organization of 
Uii s work an?J expenses as well as the expected changes are 
incJud^d in the pJan.

3. Technical provision of the producers. Milk 
producers, especially farmers, have to make decisions on 
what kind of barns to construct, (level of mechanization) , 
where and what kind of equipment to purchase (distributors 
of animal feod, milking machines, equipment for cooling 
mi.' k) , ?imp] einents, sanitary materials etc. Farmers and other 
producers of milk have and will have a need for help to 
purchase farm equipment, to maintain it, do repair work, 
make animal feed etc. Therefore dairy producers associations 
musi rmalyse the situation and state i.t in their plans what 
kind of; assistance they will provide to the producers, and 
how i.hey wilJ do it:, how the consulting service will operate 
in the area of activity of a particular association and what 
kind of system will be developed to provide services to the 
producer s.

The operation plan and the activity of the dairy 
producers association is sure to undergo changes. As the 
conditions change, it will bring about alterations in the 
operation plan and activity of the association.

Consultations on these issues are provided in the 
Department of Cooperation and Management, Latvia State 
Institute of Agrarian Economics, tel. 562253 (A. Bondars), 

(A. Klimenkova)

Riga i5/'iO/92 Latvia State Institute of Agrarian
Economics, Dptm. of Cooperation and 
Management, Head of Dptm. A. Bondars

Draft plan was disrussed and accepted in LR MOA Milk 
Peception and Processing Plants Privatization Task Force 
October ......... 1992.



APPENDIX TO THE REPUBLIC OF LATVIA COUNCIL OF MINISTERS DECEMBER JO.
RESOLUTION NO. 562

BUSINESS PLAN WRITING FOR PRIVATISATION PROJECTS

AID

The aid has been meant as a handbook for writing privatisation projects of state and 
local government asset units (enterprises or separate structural units of enterprises 
under privatisation) and the future economic activities (business) plans for asset 
units.The aid may provide useful information to privatisation candidates for whom 
business plan is a mandatory document to participate in privatisation competition.

The aid bears advisory character and should be applied with the necessary
for each individual case, amending parts of the plan or elaborating on separate
chapters in detail.

Privatisation unit (enterprise) information sheet, approved by the Council of 
Ministers in this legislation, as well as other information provided by state, local 
government and other institutions, organizations and firms ari to be used as an 
information source for business plan, that is a part of the privatisat on project.

(1) Summary of the Plan

This chapter of the plan will be written after all the other chapters are finished.
It is very important, that the summary leaves upon the reader ths best impression
possible. Well written summary allows to decide quickly, whether the plan is worth
more detailed examination. The summary will not exceed 2 or 3 pages. The language
will be simple, so that any reader can understand it.
The summary will reflect main elements of the plan, so that the dvantages of the plan
are stressed:

product description, pointing out the outstanding features, concept, market
requirements to the product, market demand, competition;
how the product will be produced or services provided;
a brief history of your business, entrepreneurial experience, managerial
experience and description;
summary of the financial plan, including, how much resources you lack, where
you hope to get them from, where they will be used an dhow they will be
repaid.

(2) The Product or the Service

This chapter describes the product you offer or you would offer to the customer.

2.1. Concept of the Product

You describe the product you are producing or will produce, indicating whether or not 
you will preserve variety of products and level of output. If not, then indicate, what 
the changes to the existing products would be and what new (modified) products 
would be produced.

2.2. Detailed description of the product (paruculary important for new/ modified 
products):

technical characteristics and model, photo or precise drawing of the product
(may be given as an appendix);
working life of the product (for technical products);
description of the design advantages;
packaging peculiarities (important for export to Western countries, that do not
accept products packaged otherwise than according to their standards);
warranty and maintenance service provided (for technical products).

2.3. Description of what needs your product serves.

2.4. Patents, author's rights, ownership rights and other factors, that protect the 
product.

2.5. Approximate valuation of production profitability

No. bod of product pratuble sale* price product, coti of oo* uul /LVR. profiUZiOat/Lvr. profiubility (4aji t

012 3 4 5

(3) Market Analysis

This chapter and chapter Marketing Strategy is one of the most important and most 
complicated parts of the business plan. You have to prove that there is a market for 
your product and that you unrtrstand needs of your customer/client and that you can 
sell your product with profit. To make definite/true to life conclusions, you will have 
to analyse big amount of information. Exaggerated projections for sales volume may



cast doubt on the plan as a who!?, and after all. it may lead to a break-down of your 
business.

3. [.Definition of Your Market

Indicate:
who will buy your product ( potential consumers): 
why will they buy your product; 

' how much will they buy; 
when will they buy; 
at what price: 
quality requirements and maintenance service.

Defining the potential customer, you will decide whether or not:

1) the product sales are targeted at all the potential customers (characteristic of 
consumers' goods only);
2) the circle of customers will be restricted:
(a) on income, aee, sex. etc. basis (refers to consumer items mainly):
(b) depending on. what enterprises, that use your product, specialise at.

For better understanding this information will be presented a sa table:

No. product item

and its market

potential

consumers

their location

( address), if
possible

supply conditions.

amount and tenxi

readmesi to
obtain the
product despite
price level
differences

(land or Ibe product)

Markets:
in Latvia
tbe former USSR
in the West 

t\________

3.2. Information on market capacity of the product in general and your present and 
anticipated future position in this market and market tendencies (growing, not 
changing, decreasing).

No. product item market capacity own share in tbc market tendencies

(Vind of Ihe product) 

Marlceu:

in L~lvta
the fornieT USSR
in (he West

At the moment it is difficult to characterise this pan properly, as there are no reliable 
dau on overall market situation in Latvia and the former USSR. In the West the 
respective information can be gathered from the local chambers of commerce or trade 
associations.

3.3. Major Competitors (in Latvia and Abroad) 

You have to answer the following questions:

who at the moment is and in future will be the main producer of goods
similar to your product:
what is their sales volume, revenue, how do they cope with introduction of
new products, providing maintenance service (for technical items) and
advertising;
what is your competitors' price policy and price level (approximately).

It is very important to show the real state of affairs, or otherwise you may be 
considered an unqualified or dishonest person.

No. product competitor 
characteristics

Ibetr location Ibeir market share competitor

3.4. Your product compared to the competing products (price, profitability, design, 
quality, service, warranty and other features):

advantages:
disadvantages;
chances to improve the product.

(4) Marketing Strategy

This chapter is to show, how you will acquire position in the market and will ensure 
sales of your product

4.1. Sales Channels for Your Product

Describe, how you are going to sell your product:
directly to the consumer (fixed assets mainly); 
to wholesale companies { sales representatives); 
through exchanges;



to retail companies.

If you are going to sell the product through retail, specify, if those will be stores of 
your company, any existing stores or stores to be opened in future (where and how 
will you open them, indicate the number of people to be employed, their salaries or 
'commission money' /komisijas summas/).

On what principles will you choose other stores:

using all the stores pojjfffle (f( 
using only thosea^lfs. thatcc 
personnel qup^pations, etc.).

using all the stores pwf!a\e (for consumer goods):
ss. that comply with definite requirements (prestige.

4.2. Price Policy

Describe the way of setting the price of your product and what profitability level you 
expect to reach. Compare your price to the price of your competitors. Explain, how 
vour price policy will promote sales, strengthen and increase your market share and 
increase profit.

4.3. Service and Warranty (for Technical Goods)

Describe, how maintenance service will be provided under service contract:

types of warranty;
warranty term and conditions; j
organisation of service and resources required;
price of the service.

4.4. Advertising

Describe the ways you will use for advertising your product, to provide complete 
information about it. to increase demand, p ensure and increase sales. Advertising 
mieht include radio and TV advertising,! advertisement in periodicals, brochures, 
catalogues, trade shows, etc. Indicate, how much resources would be allocated to 
advertising.

4.5. Sales Promotion Methods

Describe, how you will ensure uninterrupted sales growth:

attracting clients with the help of new forms of sale (sales with delivery, credit 
sales, discounts, etc.); 
expanding market geography: 
other ways.

4.6. Formation of the Public Opinion about Your Enterprise and Product (Public 
Relations)

Describe, how you expect to retain reputation of the enterprise, using:
contacts with mass media (also publiai:ir.g a paper of your enterprise); 
announcements in the press, also advertising operations of the enterprise, 
(financing environment protection, supporting various projects.etc.); 
management participation in the social activities, 
representation costs.

4.7. Patent security on products sold in Western countries.

(5) Functioning of the Enterprise

This chapter is to show what equipment will be used for production or providing 
services and how the product will be produced or services provided. Business plans 
dealing with production will require more detailed discussion of this chapter.

5.1. Location

Show, how location of your enterprise influences your production cost compared to 
your competitors'. How would the new product influence this picture? How would 
the influence on competitiveness change in future?

5.2. Facilities and Equipment

The following questions are to be answered:

which of the existing facilities and equipment can be used for the new project, 
and to what extent;



ability to finish and use for the project buildings under construction;
what "facilities and equipment will be sold or rented;
what additional facilities and equipment will be necessary, where, how and
when you expect to get them (rent, purchase or construct), what problems
might arise in this respect;
how and when production will be expand: j;
planned capital investment and its financing (for each stage).

To show how the facilities and equipment look like and to illustrate the production 
conditions photos of the enterprise main buildings and production lines should be 
enclosed.

5.3. Supplies, Production and Sales Process

With the description of the process you show that you are familiar with the business 
and you know how the goals you have set can be achieved. Besides, you have to 
prove the necessity for the additional facilities and equipment, you have mentioned 
before. You have to show how the new facilities and equipment can be used in the 
production process.The best way to show the process b to present it as a supply, 
production and soles flow scheme. The scheme presents the major raw material flow 
from suppliers through management and to the final product. The scheme will show:

where, from whom and on what conditions raw materials, energy resources
and spare parts will be purchased;
a brief description of production co-operative contacts and their future
development possibilities;
how resources will be processed into products and which department of the
enterprise will do that;
at what production stages quality control will take place and what quality
control methods will be used and what will be the standard;
what sales channels will be used, how and where to products will be
ransported. and are there any customs barriers, and how they could interfere
with sales.

In the conclusion of the chapter cost dynamics will be evaluated and the expected by­ 
product utilisation and nature protection cost increase indicated. The plan should 
cover the period of 2 or 3 years.

(6) Enterprise Management and Personnel Employed

The Chapter describes the team you have chosen for carrying out your entrepreneurial 
activities. You have to specify, how your team will be gathered and how their work 
will be organised.

6.1. Organising the Management Team

Explain and show the scheme, how the management team will be organised and what 
changes to the enterprise organisation are necessary, what each employee will do. 
what the relations among various structures of the enterprise will be. how their 
operations will be co-ordinated and controlled.

6.2. Principal Staff

Taking into account management functions and peculiarities of the particular business, 
you will choose what specialist are needed, which people of the former staff can be 
employed, where and how you will find others. You have to indicate also the 
advantages and disadvantages of the team. For better understanding you should 
present it as a table, where the following information has been given:

professional skills needed for the particular position (education and 
management, finance, production, marketing, computer and other related 
experience);

if a candidate has been chosen, you will also indicate:
a) his name and age;
b) the present position (if the person works for another company or holds 
a different position, indicate also the reason, why he/she wants to change the 
job);
c) qualifications (education and various courses);
d) management experience and professional history;
e) disadvantages of the particular candidate, and how the disadvantages can be 
overcome (taking courses, with the help of consultants, etc.); 
if a particular person has not been chosen, show the mechanism, how 
personnel will be chosen and what additional advantages will be given to them 
(career chances, share of the profit company makes, ownership of the assets, 
etc.), what consultants will be used and how will they be used.

Finally, you will evaluate the management team in general, indicate its advantages 
and disadvantages, as well as the ways to overcome them (indicate what lawyers, 
accounting, banking and consultative organisations will be used to overcome the 
disadvantages). A detailed and overall table may be given in appendixes.



6.3. Persons Employed

Mention, if you are satisfied with the present number of employees and their 
qualifications, discuss your plans regarding the present employees and hiring new 
ones:

what specialists and how many will be employed in the enterprise in future 
(how many of them are already working there):
what training courses will be conducted to improve qualification of the 
employees, what will be the training course expenses (for the coming year); 
the need for additional employees and chances to find them, how you expect to 
attract them (higher wages than in similar enterprises, professional training 
possibility, better working conditions and social environment);

7. Legal Status of the Enterprise and its Asset Shares

This chapters will substantiate the legal status of the enterprise (form of the 
entrepreneurial activity), division of the assets and other issues related to the 
ownership rights.

7.1. The Legal Status of the Enterprise

You will substantiate your choice of the legal status of the enterprise (form of the 
entrepreneurial activity), unless it has been determined with the adoption of the 
privatisation method.
Suggestions on asset division can be discussed when the decision on the form of 
entrepreneurial activity has been made, that is, when the new owner (after the 
privatisation of die enterprise has been completed) is not a natural person or a family.

Article 4 of the Law On the Order of State and JLocaJ Government Asset Unit 
(Enterprise) Privatisation states that if it has been intended to transform the enterprise 
into an entrepreneurial company, privatisation plan (business plan) has to indicate:

part of the assets on the reserve for the former owners (with the exception of 
stock, share and part holders);

part of the assets to be transferred to the old-age benefit fund, the part shall not 
be smaller, than what has been determined by the Council of Ministers;

part of the assets to be sold for certificates only, it shall not be smaller than, 
what has been determined by the Council of Minsters or the local government 
for the particular enterprise;

pan of the assets sold to the employees only;

pan of the assets left for the state (the local government).

If a partial privatisation of the enterprise has already taken place and if it has not been 
declared illegal, also if a part of the enterprise has been rented with the rights to 
purchase, the present owner's rights to their pan of the assets shall be considered.

Working on the division of parts among the potential owners, asset parts mentioned 
above are to be left in the reserve. It is important to indicate what part in the profit and 
assets will be allocated to the managers of the enterprise.

7.3. Investments into Other Entrepreneurial Companies

Such investments may have existed before the privatisation already. It would be 
appropriate to give suggestions on how to increase return from the already existing 
and planned investments. The main points might be:

a) strengthening of your position in the management of the enterprises, where 
money has been invested and closer the ties with those enterprises;

b) additional investment (or redistribution of investment) into the more promising 
enterprises;

c) cooperation with foreign investors and establishment of joint ventures, etc. 

(8) Risk and Problems

This chapter points out the potentially unfavourable conditions for your 
entrepreneurial activity and their cause, the probability of such problems, as well as 
the estimated loss they might cause and other consequences.

The list of the unfavourable conditions might bi extended: from fire disaster and other 
acts of God. to unemployment, sharp changes in tax system, inflation, currency 
exchange rate fluctuations, interrupted transportations system functioning, etc.

After the unfavourable conditions have been pointed out. a plan for overcoming or 
eliminating them will be given. The plan comprises measures for minimising the risk 
factors, presents alternatives and insurance measures.



(9) Financial Information

This chapter presents the content of all the previous chapters in cash form.

9.1. Sales Volume Estimate (Thousand Roubles)

No. products and iu market 1992 1993 1994 
( for each month) (for cath quarter) (total)

(kind of the product)

Markets:
in Latvia
the former USSR
in the Wat
Total

9.2. Revenue and Expenditure Table (Profit and Loss Account)

Category

revenues from sales

turnover tax

cost of the products sold

sales result (0 1 -O2-03)

other sales result

revenues and expenditure 
for operations oiber 
than sales 

of that: from vecurilies and 
part in joint ventures

profit (loss) before profit tax 
deduction (04+O5+06)

profit tax

profit (08-09)

Code 1992 1993 1994 
( for each month) (for each quarter) (total)

01

02

03

04

05

06 

07

08

09

10

9.3. Cash Revenue and Expenditure Balance

Category Code 1992 
( for each month)

1993 
(for each quarter)

1994 
(total)

of that: profit
depreciation

equipment and other 
asset tales (profit from 
sales deducted from 
evenues from sales)

borrowing and investments 
needed (22-01)

of that: new stock 
new partners) loans

total revenue (01+05) 

dividends 

credit repayment 

other expenditure

capital incestmcat into fixed 
assets

of that: purchase of land 

construction 

equipment

unproductive fixed 
assets (office 
equipment, etc.)

investment into working capital 

of that: money resources

raw materials

inventory

balance of investments 
and liabilities

expenditure total (09+10+ 
11+12+17)

9.4. Enterprise asset and liability balance for the transfer date and for the end of the 
first calendar year.



This document is not that important as cash revenue and expenditure balance, still it is 
to be included into the business plan, especially, if you expect to receive more 
substantial financing.

9.5. To clarify and to show when and at what production amount production of the 
main and the new product would become profitable, a chart would be the best *)lution. 
The critical point, where the enterprise becomes profitable will be marked. The chart 
will show how the profit changes with the growth of production amount and production 
cost (the determined and the changing expenses should be represented as two separate 
lines). It is preferable to give several variants for different price levels of your product.

9.6. Financing strategy

Describe your plan for how to get resources (borrowed or "attached") for development 
of your business:

the amount of capital needed (see 9.3.);
where and how you expect to get them (loans or new shareholders/partners). If
you expct to get loans, then specify, if they are:

«
bank loans (state or commercial bank); 

commercial loans (of enterprises); 
bonds;

You have to give also an evaluation of the repayment term.

Your choice depends on what loan interest rates you have to choose from, the material 
coverage of the loan (????). the minimum control package, etc.

To evaluate the minimum loan repayment term the simplest calculation formula can be 
used, assuming, that all the enterprise free resources are transferred to loan repayment 
and time factor is not to be taken into account:

the amount of borrowing 
the shortest repayment period = ——————————————

annual depreciation + annual profit

But. if your intention is to get a strong financial support, a more precise calculation 
should be done. The formulas can be found in the respective manuals.

Minister of the State.
The Republic of Latvia Jams Dinevics



According to the Republic of Latvia Council of Ministers_Resolution 
nr. 308 of August 4, 1992 on the Receiving of Foreign Hard Currency loans, a person 
applying for a loan shall submit to the Ministry of Economic Reforms the motivation 
in the form of a business plan.

Business plans submitted to the state institutions for getting a foreign hard currency 
loan or its guarantees may differ in their structure, content and level of specification. 
That depends on the character of enterprise's activities, short-term or long-term plans. 
A form and content of the submitted plan is determined by the objective of the plan 
and complexity of the business.

A goal of the plan is to convince state institutions and eventual creditors about the 
economical efficiency of investments, the reality and safety of the credit and loan 
interest rates to be paid back.

A business plan shall include the following information:

- technical, economic and organizational potential of the enterprise;

- production or services, slate of their marketing possibilities, development trends 
and competition;

- strategy and plans of the enterprise's activities;

- projected volume of investments, economic efficiency and financing plans. 

The following pattern of a plan is recommended:

- summary;

- description of the enterprise and its production (services);

- market analysis;

- strategy;

- motivation for getting the loan.



Advisable content of the separate business plan's sections.

SUMMARY:

- focused description of the business plan's content;

- spheres (tendencies) of the enterprise's economic activities;

- summary of the enterprise's most significant technical-economical indices;

- strategical goals and perspectives of the enterprise;

- name and objective of the project, necessary volume and structure of investments, 
eventual sources and forms of financing, anticipated results, guarantees needed.

DESCRIPTION OF THE ENTERPRISE AND ITS PRODUCTION (SERVICES)

1. Legal status of the enterprise and ownership rights:

- legal status of the enterprise;

- value of the assets, list of owners and their shares in the enterprise, 
anticipated changes;
description of the economic activities of those participants, whose 
shares in the enterprise is only a part of their total capital;

- participation in the capital of other enterprises, connection with 
parent enterprises and subsidiaries, integration into the concerns, 
associations;

2. History:

- foundation;

- former owners and economic activities of the enterprise, if the 
enterprise is founded by purchasing (privatizing) or taking over 
the enterprise which was functioning before;

- main periods and events in the development of the enterprise 
and its production (services);



3. Organization and technology of production:

- general and production structure, envisaged changes;

- vertical integration of production, enterprise's dependence on 
suppliers, consumers and services of other enterprises;

- production technology, its current and future status, ability to 
ensure the quality of production and the level of allowable costs; 
plans for technology's changes and improvements;

- environmental state of the enterprise, planned measures and 
expenses in the case of adverse situation and its elimination.

4. Description of the production (services):

- a list of goods (services);

- a list of goods for export and eventual volume;

- characterization of the main types of production - technical indices, 
costs, competitiveness in the domestic and foreign market, legal 
protection (licenses, production based on licenses, franchise etc.)

- factors restricting the competitiveness of production;

- technical, organisational and financial possibilities of the 
enterprise in creating the models of new production; 
cooperation with research, projecting and construction companies 
and organizations;

- planned development of production, changes in the assortment, 
forecasted competitiveness;

- current and future measures for starling the production of new 
kinds of products and for improving the ones already 
existing, necessary resources, costs.

5. Administration of the enterprise:

- administration structure;

- evaluation of administration's functional services;

- qualification and experience of general administration's and 
functional services' managers;

- measures for improving the structure of administration and for 
increasing the qualification of managers and personnel;



e"^K 

6 - Operating resources: 

- '"cation

Production

se.s ca icu ,aljon .

' Pro/its

uniover P«'f liability •



* Own capital profitability 
(profit/own capital)

* total capital profitability 
( prof it + interest expenses/own capital + borrowed capital)

- balance sheet of the year (according to Latvia's law of October 14, 1992 "On 
Annual Reports") and its main relative indices:

* capital structure
(own capital/borrowed capital/

* level of property security 
(long-term assets/long-term capital)

* solvency

1. stage
(turnover capital/ short-term liabilities)

2. stage 
(turnover capital + short-term demands/short-term liabilities)

3. stage
(turnover capital + short-term demands + inventory/ 
short-term liabilities)

* dynamic level of debts 
(borrowed capital/Cash Flow)

8. Advantages and drawbacks of the enterprise:
- according to the previous description of the enterprise, it is advisable to prepare 

the general valuation of the enterprise like in the following scheme. A list of 
functions given in the scheme is advisable.

Functions Valuation 
high (+) average (0) low (-)

Notes

Management
Marketing
Finances
Personal
Machinery
Technology
Organization of Production
Supplies
Sales
Export
Service



MARKET ANALYSES

1. Market sectors where the enterprise does its business now and plans to do it in 
future (local, regional, national, international). Amount of sales in these sectors.

Nr. Kinds of goods Consumers 
and markets

Amounts of supplies 
existing potential

(name of the product)

Market: 
in Latvia
abroad: former USSR 

other

2._____________
(name of the product)

2. Market development in the last (2-3) years in sectors: 

- market capacity

Nr. Kinds of goods Market capacity Part of the Market
market supplied Development

(name of the product)

Market: 
in Latvia
abroad: former USSR 

other

2.______________ 
(name of the product)

- dynamics of supply / amounts and structure/;
- changes in demand / amount and structure/;
- opening of new sectors;
- price dynamics;

3. Most important competitors in the market sector where the enterprise 
participates or plans to participate:



- products proposed by competitors, technology used, prices, ability to 
increase production capacity;

- valuation of the main competitors
- advantages of the enterprise.

4. Development of the industry ( life cycle of the product, development 
tendency of the product, existence of alternative products ( substitutes) and 
perspective,;;.

5. The most important consumers:
- population;
- enterprises:
- state and municipalities.

6. Product sales strategy:
- distribution channels ( own network, wholesalers, commodity exchanges, 

intermediary services etc.)
- price policy discounts, conditions of payment;
- promotion and advertising;

Strategic planning

1. Goals and strategy of the enterprise:
- goals;
- strategy;
Conditions for strategy implementation:
- economic situation;
- market development;
- external influence;
- domestic conditions;

3. Main factors of success for the enterprise:
- success factors;
- advantages of the enterprise, ways to activate the comparative advantage ;
- risks of development and how to avoid them.

2.

4. Time table for enterprise technical, organizational and financial development.

5. Estimates for the most important items (sales, profit, balance sheet items of 
major importance)

Credit justification

I. Description of investment:
- goal;
- products as a result of investments
- description of units and technical description.



2. Estimates of investment economic efficiency.3. Hard currency income ( with signed contracts or agreements)4. Estimates for profit and loss for credit repayment period.5. Financial plan: 
Net turnover

- materials
- labour costs
- other ( except depreciation) 

= Produced Cash How
+ interest rate income
- interest rate costs 
+ profit/ loss 

= Bruto Cash Flow
- dividends
- taxes
- investment expenses 

= Financial Surplus 
+ credit
- credit repayment 

= Free Cash



CHARTER
of Non-profit Organisation

LATVIJAS VALSTS LABlBAS BIROJS

Charter of non-profit 
organisation Latvijas Valsts Labibas 
birojs has been registered in the 
Republic of Latvia Enterprise Register 
............. 1992 as No....

Charter of non-profit 
organisation Latvijas Valsts 
birojs has been registered hi the 
Republic of Latvia Ministry of 
Agriculture .............. 1992 as No....
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1. Name of the Organisation and its Location

1.1. Name of the Organisation

Full name of the organisation is Non-profit organisation Latvijas Valsts Labfbas 
Birojs.

Shortened name of the organisation is LabJbas Wrojs.

1.2. The legal address of the organisation is: 
Dzirnavu iela , Riga- , LV- , Latvia.

2. Goals, Fields of Activity and Objectives of the Organisation

2.1. Goals of the Organisation

The main goal of the non-profit organisation Latvijas Valsts Labfbas Birojs (or 
Labibas Birojs further in the text) is to promote the development of the national grain 
policy and to ensure its implementation, by regulating and controlling it within the 
range of its competence.

2.2. Fields of Activity of Labibas Birojs: 

2.2.1.The Main Field of Activity:

1) estimation of the national grain consumption and ability to meet the 
&mand in the current period and in future;

2) estimation of the Latvian grain market price and expenditure calculation for 
purchasing and maintenance of the national grain reserve;

3) establishment, storage and handling of the national grain reserve according 
to the procedure set by the executive bodies of the Republic of Latvia;

4) determining and regulating the amount of necessary grain exports and imports 
in accordance with the procedure set by the Republic of Latvia executive 
bodies, organising open competitions for the rights to foreign trade in 
grain;

5) function of the central grain and grain product quality control laboratory;

6) slate grain inspection.

2.2.2. Other Activities: • -t v



allocation of the state orders for grain and grain products to the enterprises;

flour price formation analysis on the basis of grain prices and working out 
suggestions on setting the price levels;

organising the supply of the country with quality grain seed.
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The sphere of the activities of Lablbas birojs is limited to the activities listed in the 
Charter. Activities that are not listed in the Charter and that do not conflict with the 
laws of the Republic of Latvia can be exercised by LabJbas Birojs with the permission 
of the Ministry of Agriculture only.

3. The Legal Status of the Enterprise, its Rights and Obligations

3. 1. The Legal Status

3.1.1. Lab/bas birojs is a state non-profit organisation.

3.1.2. Lab/bas birojs operates in accordance with the Republic of Latvia Laws On 
Grain Market of Latvia, On Non-profit Organisation, On State Enterprise and this 
Charter. On issues not regulated by these documents other legislation of the Republic 
of Latvia is to be referred to.

3.1.3. Assets of Labibas birojs are a separated part of the stale assets, that are managed 
by Labibas birojs. All the assets of Labibas birojs belong to the state. Procedure of 
management has been determined by the existing legislation, this Charter and the 
Ministry of Agriculture.

3.1.4. Labibas birojs is established as a result of reorganisation of the Republic of 
Latvia concern Latvijas labiba and it is the legal successor to the rights and liabilities 
of the concern. "

3. 1.5. Labibas birojs is a legal person, with its own accounting, seal, and Irade mark. 

3. 1 .6. Labibas birojs is responsible for its liabilities with all its assets.

State, its institutions and organisation are not responsible for the liabilities of Labibas 
birojs, as well as Labibas birojs is not responsible for the liabilities of the state, its 
institutions and organisations.

3.2. The Rights of Labibas birojs

3.2.1. Labibas birojs preserves the right to perform economic activities not prohibited 
by the Republic of Latvia legislation and provided for in this Charter, if it is not 
prohibited in the legislation. %



3.2.2. Labibas birojs is allowed to open accounts in banks and other banking 
institutions.

3.2.3. If accepted by the Ministry of Agriculture, Labibas Birojs is allowed to 
participate in entrepreneurial companies or non-profit organisations in accordance 
with the procedure provided for in the legislation. ?

3.2.4. Labibas birojr, is allowed to operate 5n the Republic of Latvia and abroad, 
including such operations as foreign trade, loan and bill exchange operations.

3.3. The Guarantee for Labibas birojs Rights

3.3.1. Labibas birojs shall not be deprived of its basic assets, of the amount revenues 
exceed expenses and other tangible assets, except for the cases when Labibas birojs is 
handling its assets in a way that conflict the procedure set by the legislation or this 
Charter.

Conflicts on asset related issues are investigated by the/ saimnieciska/ court.

3.4. The Obligations of Labitas birojs

Labibas birojs shall operate in accordance with the Republic of Latvia legislation, 
normative acts and this Charter.

4. Enterprise Statutory Fund, Reserve Fund and the Procedure for Using the State
Assets

4.1. Base Capital (Statutory Fund)

4.1.1. Labibas birojs uses in its operations an unlimited part of the state assets- basic 
capital, working capital and other assets. Their value constitute the base capital 
(statutory fund) of Labibas Birojs. The statutory fund of Labibas Birojs comprises 
.......... thousand roubles at the moment of its establishment.

4.1.2. The base capital can be increased with the help of investments from the state 
budget or as a result of the economic activities.

4.2. The Reserve Fund

4.2.1. The Reserve fund of Labibas Birojs is established on the basis of the amount 
revenues exceed expenditure at the end of the financial year. Income tax is not levied 
from the reserve fund.

4.2.2. The Reserve fund is used for the following purposes:

for improvement of the material and technical level of Labibas birojs;



for increasing the turnover capital;

4.2.3. An expenditure list is compiled to show how the reserve fund of Labfbas birojs 
is used, the list is examined and adopted by board of Labibas birojs.

4.3. The Procedure for Using the State Assets

Labibas Birojs has the right to sell, exchange, rent and give to somebody's temporary 
control or liquidate their turnover and basic capital according to the procedure set by 
the Republic of Latvia Law On State Enterprise.

4.4. Labfbas Birojs Asset Insurance

Labibas birojs fixed assets at their ending value shall be insured.

5. Management and Control of Lab/bas Birojs

5.1. Management Institutions of Labibas Birojs

Labibas Biroj management is carried out by the Board of Labfbas Birojs and the 
management of Labibas birojs within the range of their competence determined by 
this Charter.

5.2. The Board of Labfbas Birojs

5.2.1. The Board of Labibas Birojs carries out its general management and makes 
decisions on the national grain policy implementation issues within the range of its 
competence.

5.2.2. The Board comprises:

1st deputy minister of agriculture, who chairs the .Board;

Head of the Grain Sector, the Republic of Latvia Ministry of 
Agriculture;

a representative of the Republic of Latvia Ministry of Finance;

a representative of the Republic of Latvia Monopoly activity Supervision 
institution:

a representative of the Republic of Latvia Ministry of Defence;

a representative of the Farmers' Federation;

a representative of The Republic of Latvia Consumers' Association;



a representative of the Latvian, bread baking industry;

a representative of the Free Trade Union Association of Latvia;

director of LabibM birojs, who is appointed by the above mentioned 
members of the Board.

Each of the members listed above has their substitute person, who takes part in the 
activities of the board in the cases, when the member due to some obstacles cannot be 
present.

The board of Labibas birojs and changes in its personnel shall be adopted by the 
Ministry of Agriculture.

5.2.3. The Board is competent:

to approve the national gain balance submitted to the Council of Ministers; 

to control the use of the state budget resources;

to make decisions on selling and purchasing of the national grain reserve, 
according to the procedures set by the executive bodies of the Republic of 
Latvia;

allocation of foreign trade quotas;

to appoint and dismiss the Board director;

to decide how many persons would comprise the directorate and to
adopt candidates recommended by the director, as well as to set the
amount of pay for them.
to make decisions on operating branches and representation of Labibas
birojs;

to adopt the control plan and report on economic activities, including Labibas 
birojs management budget.

5.2.4. Organising the Work of the Board

Chairman of the board is the organiser and the manager of the Board activities. 
Board decisions are made at board meetings. Meetings are held at least once in six 
months. If no less than three board members find it necessary, a date of the board 
meeting can be changed.

Board members shall be informed about the meeting not later than ten days before the 
meeting. The meeting is qualified to pass decisions, if a meetingi that has been 
announced this way, is attended by at least two thirds of the members.;

t !



Board decisions are made by voting. In the case of equal number of votes, vote 01 the 
chairman of the Board is the decisive.

5.3. The Management of Lablbas birojs

5.3.1. Operations of Lablbas birojs are managed by the director, who is appointed by 
the board of Labibas birojs, and his deputies. The number of deputy directors and the 
sphere of their competence is set by the Board.

5.3.2. Director of Labibas birojs is also the manager of the state property of Lablbas 
birojs. A contract over the terins of management and payment to the director is signed 
with the Ministry of Agriculture.

5.3.3. The following issues are under the sphere of competence of the management:

ensuring the administrative, organisational, material and technical functioning 
of Labibas birojs;

the operational management of the state owned buildings, tangible assets and 
money resources, in accordance with the procedure determined by the 
Ministry of Agriculture;

adoption of the personnel list and payment regulations, within the limits of 
Labibas birojs administration budget adopted by the Board;

performing other functions that are not within the range of competence of 
Labibas birojs Board.

5.3.4. Director of Labibas birojs has the right:

to make decisions independently on all issues concerning functioning of 
Labibas birojs and given under his control;

to operate without a special authority on the behalf of Labibas birojs in 
accordance with the legislation of the Republic of Latvia;

to represent the interests of Labibas birojs in state and local government 
institutions and all the enterprises;

to operate with Labibas birojs assets and money resources in accordance with 
this charter and decisions of Labibas birojs board;

to sign economic and employment contracts in the name of Labibas
birojs in accordance with the judicial acts in force, this charter and decisions of
he Board;

to give authority to//;



to open /norekinu/ accounts and other accourgs in the bank.

5.3.5. In accordance with this charier, director of Labibas birojs takes responsibility, 
that Labibas Birojs follows fire protection, explosion safety, labor, health and 
environment prelection and other norms of judicial acts according to the legislation of 
the Republic of Latvia.

5.3.6. Director of Labfbas birojs determines the document circulation, accounting and 
reporting procedure within the structure of Labibas birojs in accordance with the 
judicial acts in force.

5.4. The Control of LabJbas birojs Operations

The control of Labfbas birojs operations in accordance with the procedure determined 
by the Laws On Non-profit Organisation and On State Enterprise carried out by an 
audit commission established in accordance with its requirements.

6. Labor Relations in LabJbas birojs

Labor relations in Labfbas birojs are determined by the Republic of Latvia Law On 
State Enterprise, the Labor Code of Latvia and this Charter.

7. The Operations of Labfbas Birojs

Labfbas birojs operates according to the principle of self-sustained accounting and 
self-financing.

7.1. The Revenues of Labfbas birojs 

Labfbas birojs revenues come from:

stale budget allocations;

revenues from grain customs duties provided for in the legislation;

revenues from operations with the national grain reserve;

revenues from grain processing enterprises provided for in the legislation.
» , t *

7.2. Accounting and Office-work

Labfbas birojs collects the operational, accounting and statistical information in 
accordance with the procedure set by the Republic of Latvia and the document 
circulalionprocedure determined by the director. The operating year lasts from 
January 1 till December 31.

7.3. Work and Supplies to Meet the Needs of the Slale
4



Labfbas birojs signs-contracts on state orders, that implies also performing state 
functions according to the procedure set by the legislation of the Republic of Latvia.

Labfbas birojs resources come from the economic activities, from producers and trade 
mediators, they have signed contracts with, from markets, exchanges and auctions in 
accordance with the procedure set by legislative acts.

8 Stopping the Operations of Labfbas birois

8.1. The Basis for Stopping the Operations of Labfbas birojs

Labibas birojs operations can be stopped in the following cases:

reorganisation - according to a decree of the Council of Ministers; 
liquidation - according to a decree of the Council of Ministers;

- on the court decision, that can be taken in the cases provided
for in the Republic of Latvia legislation.

8.3. The Procedure for Stopping the Activities of Labibas birojs

Liquidation and reorganisation is carried out according to the Republic of Latvia Laws 
On Non-profit Organisation and On Entrepreneurial Activity.

Stapled together a:rJ sealed are ... pages.



THE LATVIAN STATE LAHUIAS BIKOJS (Grain Organization)
CHARTER

Approved by the LR MOA 
February 23, 1993 
Order No. 68

1. Name and Location of the Ortiani/alion

1.1. Name of the organization.

The full name of the organization is "Latvian State Grain Bureau" (Latvijas 
Valsts Labibas Birojs).

The abbreviated name of the organization is "Labibas Birojs" (henceforth, "LB").

1.2. The legal address of the organization is:

Dzirnavu Street 87/89, Riga - , LV - , Lalvija. 

2. (loals of {lie Or^ani/.alioi), Directions and Objectives

2.1. Goal of the organization.

The main goal of the LB is to facilitate the development of the slate grain 
policy and ensure its implementation; a % id to regulate and control, within its 
authority, the grain market.

2.2. Spheres of LB activity: 

2.2.1. Basic activity:

1) To determine the necessary amount of grain for Latvia and the possibilities 
to ensure it in the short and long run;

2) To forecast the grain market price in Latvia and determine costs for the 
formation and maintenance of the state grain reserve;

3) To form the state grain reserve, store and manage it according to the order 
determined by the LR State management institutions;

4) To determine the necessary amount of grain imports and exports, and adjust 
them in the order determined by the LR State management institutions; 
organize the competition for the foreign grain trade;

> \



5) To undertake the functions of the State central laboratory for grain and 
grain product quality control;

6) To conduct state grain inspection 

2.2.2. Additional activities:

- To distribute the state order for grain and grain products according to the 
enterprises;

- To analyze the formation of flour price according to the grain price; to 
develop recommendations for price determination;

3. The I.^al Status, Uiuhts and (ju-arantecs of the Oruani/ation.

3J Legal status.

3.1.1. The budget organization LB is a State management institution.

3.1.2. LB operates according to the provisions of the LR Law "On the Latvian Grain 
Market and Grain Reserve" and the current Charter. Issues not covered by 
these documents should be dealt with according to other legislative bills of the 
LR.

3.1.3. The Material basis for the LB is state property allotted to its
tenure/management. The property of the LB is owned by the State. The 
order of management is determined by the laws in effect, the current Charter 
and the LR MOA.

3.1.4. LB is a legal entity, and it has an independent balance sheet and a seal with its 
symbols and name.

3.1.5. LB is liable for its obligations with its property.

The State and its institutions and organizations are not liable for the 
obligations of the LB, and the LB is not liable for the obligations of the State, 
its institutions and organizations.

3.2. Rights of the LB.

3.2.1. LB is rightful lo carry out economic activity in the spheres determined by the 
current Charter.

3.2.2. LB may open accounts in banks and other credit institutions. 

3.3. Guarantees to the LB rights.



3.3.1. Assets of the LB, the sum by which the revenue of the LB exceeds its costs 
and other resources cannot be expropriated; exceptions arc cases when the LB 
has violated the provisions of the laws and the current Charter regarding the 
use of property.

Disputes regarding property are settled by the economic court.

3.3.2. Natural and legal persons should reimburse losses incurred to the LB by 
violating its rights; revenue not received as the result of the violation is 
regarded as loss.

Disputes regarding property are. settled by the economic court. 

4.(vlainii'enient and Control oMlie_ILI!|.

4.1. Management institutions of the LB.

LB is managed by the Council and Management of the Council within the 
authority determined by the current Charter.

4.2. Council of the LB.

4.2.1. The LB Council manages the organization and passes decisions on the issues 
of the State grain policies within its authority.

4.2.2. The Council includes:

- Deputy Minister of the LR MOA, who acts as Chairman of the Council,

- The LR MOA Grain Sector Manager,

- LB Director,

- A representative of the LR Ministry of Finance,

- A representative of the LR Farmers' Federation,

- A representative of the LR Consumers' Union,

- A representative of the Latvian bread producers,

- A representative of the Latvian Free Trade Union Association.

The Council and alterations to it are approved by the Minister of Agriculture 
on the basis of recommendations by the above mentioned institutions and 
organizations.

Each of the Council Members has a substitute who participates in the work of 
the Council in case the Member for some reason cannot participate.



4.2.3. The Council has the authority:

- To approve the draft grain balance to be submitted to the Council of 
Ministers;

- To control the usage of the State budget resources;

- To pass decisions on the sale and purchase of the State grain reserve 
according to the procedure determined by the LR State management 
institutions;

- To issue foreign trade quotas;

- To appoint or dismiss the Director of the LH;

- To approve the management of the LB; upon recommendation by the 
director, determine their salary;

- To supervise the economic activity of the LB: to approve the work-plan, the 
budget of the Council and reports.

4.2.4. The Work of the Council.

The work of the Council is organized and managed by the Chairman.

Issues are settled at the meetings. They are held quarterly. Meetings can be 
called any other time if not less than three members of the Council consider it 
necessary.

Members of the Council are notified about the meeting not less than 10 days 
before il takes place. The Council has authority to make decisions if not less 
Ihan 2/3 of its members participate at the meeting.

The Council makes decisions by vote. In case of an equal number of votes, 
the chairman's vote is decisive.

4.3. Management of the LB.

4.3.1. LB is managed by the Director, appointed by the Minister of Agriculture, and 
his Deputies; their number and authority is determined by the Minister of 
Agriculture.

4.3.2. The director of the LB manages state property in the LB. A specific contract 
is made with the MOA which also covers remuneration for the Director.



4.3.3. The authority of the LB Management includes:

- The operation of the LB;

- The supervision/ management of buildings, property, and resources owned 
by the Slate in the order determined by the MOA;

- The approval of the staff of the LB within the limits of the budget of the LB 
Management and regulations regarding remuneration of the LB personnel;

- Other functions beyond ».he authority of the LB Council.

4.3.4. The director of the LB has authority:

- To decide all the operational issues of the LB under his supervision;

- According to the LR Laws and the current Charter, to act in the name of the 
LB without a special warrant;

- To represent the interests of the LB in the State and municipal institutions, 
and all the enterprises;

- To manage the LB property and resources in accordance with the. current 
Charter and the LB Council decisions;

- In the name of the LB, to make economic and labour contracts in accordance 
with the legislative bills in effect, the current Charier and decisions of the LB 
Council;

- To issue warrants:

- To open accounts in banks;

4.3.5. According to the LR Laws and the current Charier, the Director of the LB is 
responsible for the fulfilment of the LB obligations according to the 
requirements of legislative bills regarding fire and explosion safety, 
labour and environmental protection, health care and other spheres according 
to the LR Laws.

4.3.6. The Director of the LB determines organization and circulation of accounting 
and reporting documentation in the .structural parts of the LB according to the 
legislative bills in effect.

4.4. Control of the LB operation.

The operation of the LB is controlled by an audit commission according to the 
procedure determined by the LR Laws "On Non-Profit Organization" and "On 
the Slate Enterprise".



5. Lahou^ Relations in (he LB

Labour relations in the LB are covered by the LR Labour Code and the 
current Charter.

6. Operation of (he Lit

6.1. Operation costju>fj&e-b!rare covered from its revenue, 

.^—-"'ftevenue of the LB is constituted by:

- Resources allotted from the State budget;

- Other resources;

6.2. Accounting and filing.

LB keeps operational, accounting and statistic records according to the 
procedure determined by the LR and circulation of documentation determined 
by the LB Director. The operational year is from January I to December 31.

6.3. Work for the benefit of the State; supplies to the Stale:

LB carries out functions of the State in the order determined by the MOA, 
according to the provisions of the LR legislative bills.

LB draws resources necessary for the operation by contract from the 
producers, trading organizations, markets, stock-exchanges and auctions 
according to the procedure determined by the LR legislative acts.

7. Terminationiof.Operation

7.1. Basis for the termination of operation.

Operation of the LB can be terminated in the following cases:

7.1.1. Due to reorganization - according to the MOA order;

7.1.2. According to the Council of Ministers' Resolution; 

7.2. Procedure for the termination of the LB operation.

Liquidation and reorganization of the LB is carried out according to the 
procedure determined by the institution which has passed the decision on the 
termination of the LB operation.
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Sri\>* t description of current situation

To date, stats-oKJs^rise:; forming the concern "Latvijas lablba" operated in four main 
spheres:

- grain purchase and storage, including import operations;
- flour and groats production;
- bread and other bakery product production; 

qd production.

Most of these enterprises are combined enterprises operating in several of the above 
mentioned spheres. It is almost impossible to reorganize them into separate, 
independent one operation sphere enterprises.

Beside that several infrastructure enterprises are functioning as wel! (see Appendix 1).

Together with the above mentioned functions, "Latvijas lablba" has also carried out 
several functions of national importance:

r .._..-_. .-.-——— —————— -TV.———- -'••" - ••'•• - -

.-.~ca!eatel70'ff of grain amount necessary to fulfil inhabitants' needs for bread and 
grain products;
- control over the use and storage of human consumption grain;
- control over ihe quality of state grain to be imported;
- regulation of prices for human consumption bread and grain products.

In accordance with the Republic of Latvia Council of Ministers Resolution nr. 471 
"Latvijas Lablba" shall quit its activities by December 31, 1992 and hand over its 
state functions in the market of grain and grain products to a new structure, at the 
same time carrying out the demonopolization of the branch.

A CONCEPTUAL SCHEME OF REORGANIZATION

1. Objectives of the concern's "Latvijas Lablba" reorganization.

1.1. Demonopolize the branch of grain, grain product and bread production.

1.2. Ensure the possibility for implementing the free market principles..

1.3. Ensure the possibility for the state to keep control over the grain reserve, as well 
as over the prices of grain and grain products.

1.4. Maintain the systematical work of branch's enterprises considering their 
technological specialization and division of functions created during the previous 
periods.



1.5. Create preconditions for the privatization of branch's enterprises, observing the 
above mentioned objectives.

2. Basic principles of reorganization

2.1. Latvian grain and bread market is a united system which unites grain farmers, 
cattle-breeding product producers, grain processors and keepers, bread producers and 
sellers, consumers.

2.2. State regulates the grain market ensuring the correspondence between demand 
and offer. State influences the grain market by using:

- state grain reserve;
- state control over grain balance and foreign trade.

2.3. Latvian grain and bread market mainly consists of independent enterprises, 
which are independent economic entities and which represent several types of 
entrepreneurial activities based on the different forms of ownership. Each of these 
enterprises uses profitability as a criteria of the efficiency of its economic operations.

2.4. Competition among grain producers, grain purchasers and processors, as well as 
bread makers shall be developed. Competition among enterprises producing flour is 
limited, but not eliminated.

2.5. Present state enterprises of the branch may be privatized in accordance with the 
Republic of Latvia privatization laws, observing several additional requirements, 
which will ensure the development of the united system of grain and bread market, as 
well as guarantee the future functioning of the enterprises in accordance with their 
current specialization.

3. Stages of the reorganization process

Reorganization of the concern 'Latvijas Labiba" is carried out gradually, in several 
stages creating preconditions i'or state grain market operations and privatization of 
branch's enterprises. (Fig. 1)

3.1. Prepare the conception of domestic grain and grain products market 
development.

3.2. Form a commission on the liquidation of the concern "Latvijas Labiba".

3.3. Create new organizationai~structures,ofjthe branch. 

3.3.1. Establishing of Latvian "LabJbas Birojs":

- the temporary charter of "Labibas birojs" is worked-out in accordance with the 
Republic of Latvia law "On State Enterprise", at the same time considering the 
necessity and working on the Republic of Latvia law "On the State Grain Market";



- a structure of "Labibas Birojs" is formed at the Council of Ministers just after its 
charter is approved, including 3-4 state grain storage enterprises, grain laboratory, as 
well as specialists of grain market regulation;

- a commission on "Latvijas Labiba" liquidation hands over state functions in the 
sphere of grain market to the newly formed structure.

3.3.2. Foundation of joint stock company "Latvijas Dzirnavas".

- human consumption grain mills form a joint stock company "Latvijas Dzirnavas" 
envisaging in its charter the future possibilities and procedure of stock sale to all 
bakery enterprises, leaving to the state stock package which allows to prevent the 
adoption of unmotivated decisions;

- a commission on "Latvijas Labiba" liquidation hands over to the newly formed 
structure bread prices balancing, flour production coordination and some other 
functions.

All Latvia's bakery enterprises may become the members of this joint stock company. 
State share is represented by "Labibas Birojs".

3.4. Selection of administration structure of feed production enterprises (if 
enterprises consider that as necessary).

3.5. Liquidation of "Latvijas Labiba" activities. Legal successors to its rights, 
liabilities and property, correspondingly with their functions, are Latvia's "Labibas 
Birojs" and joint stock company "Latvijas Dzirnavas".

3.6. Prepare state enterprises of the branch for privatization and their privatization:

- during the 1st stage enterprises are transformed into the joint stock companies;

- during the 2nd stage candidates for bakery enterprises' privatization are selected;

- during the 3rd stage stocks of the newly formed stock companies are sold to 
physical and legal entities in accordance with the scheme envisaged in privatization 
projects and charters, considering the specific characteristics of the concrete 
subbranch's enterprises.



IV Grain and Grain Product Market Perspective Scheme 
Market Regulation Possibilities

The Latvian grain and bread market is a united system that involves grain producers, 
animal feed procedures, grain storage and processing enterprises, bakeries and bread 
retailers, and, finally, food consumers (Fig. 2).
The most essential elements of the scheme are grain producers and bread consumers, 
that are mutually linked by a number of other subjects//. The following chapter 
discusses grouping of the linking structures, their cooperation possibilities and 
relations, as well as the possibilities tor regulate them.

4.1. Grain sources.

4.1.1. Latvian agricultural product producers.

4.1.2. Grain imports.

The amountof grain imports are to meet the Latvian grain market demand, 
that depends on:

- grain price level;
- other agriculture product market situation /sales possibilities/ and price, which 
strongly influences grain consumption by animal feed industry;
- increasing grain imports and imported grain price would cause grain price 
fluctuation in the domestic market;

The grain produced by agriculture enterprises is sold to grain processing enterprises 
on the grain market. The processing enterprises produce flour and groats, animal feed 
and spirits.
The grain is also accumulated in the national reserve and other reserve funds. A part 
of the grain remains at the agriculture enterprises to meet the demand for animal feed 
and seed. The surplus grain exports would beanother choice in future.

The total amount of grain produced is mainly determined by the general grain and 
agriculture product processing conditions. Increase of the output or keeping it at the 
present level is possible under profitable production conditions only. 
From this follows, that grain output at the domestic agriculture enterprises can be 
influenced by changing grain price in the national grain market. One of the most 
feasible price regulatory instrument is import-export quotas and tariffs.

Taking into account the present grain production and grain consumption proportion, 
as well as grain production and consumption structure relations, grain imports are 
necessary.

To establish permanent and motivated grain market, the following long-term goals are 
to be achieved:

- a balance of grain consumption and grain resources in the country;



- re-production conditions for agriculture producers in Latvia. 

4.2. Grain purchasers.

4.2.1. Grain purchase and storage enterprises.

4.2.2. Grain mills, that can simultaneously function as grain storage enterprises.

4.2.3. Animal feed production enterprises, that can simultaneously function as grain 
storage enterprises.

4.2.4. The national grain reserve. Any reliable grain purchase and storage company 
authorized by "Lablbas birojs" can purchase grain for the national reserve on contract 
basis. Consequently, the above listed enterprises are grain purchasers for the national 
reserve.

The total amount of grain, grain amount purchased by individual enterprises, as well 
structure of the grain purchased are determined by the proportion of:

1) grain sales price and agriculture production sales price;

2) grain sales price offered by individual grain purchase enterprises.

The better price paid for human consumption grain rather than animal feed grain
would ensure production of the needed amount of human consumption grain. But
human consumption grain demand is limited by the actual bread consumption in the
domestic market.
At present the above mentioned enterprises are mostly state owned, but in near future
their ownership and form of entrepreneurial activities would be changed, stock
holders companies would be established and stocks would be sold to natural and
legal persons.
Enterprises of the branch are commercial enterprises, that are to re-produce
themselves through their commercial activities.
Interest in grain purchase is a compulsory prerequisite to successful economic
functioning.
Taking into account, that their sphere of activity is in between grain purchase and
grain processing, grain processing enterprises are to be aware of the fact, that storage
expenditures are to be included into their production cost through higher grain
purchase prices.

4.3. Users of the purchased grain.

4.3.1. Human consumption grain processing enterprises.

4.3.2. Animal-feed producers.

4.3.3. The national grain reserve.

4.3.4. Other processing enterprises ( spirits, etc.).



These grain consumer groups are not directly connected. The indirect connection
shows itself in the following:
The national grain reserve contains a rather definite grain amount, that depends on
the decision of executive bodies and the state budget resources.
Grain consumption in bakeries would not exceed the bread consumption standard
limits. At the same time, part of the grain amount can be transferred from these
branches to animal-feed production, which more flexible in grain consumption.

In order to establish more or less open market system in bread baking industry, so that 
unreasonable price increase caused by shortage of grain would not occur, the human 
consumption grain price shall be balanced to animal consumption grain price, which 
in practice means regulating human consumption grain price, that is higher than what 
farmer would get selling the grain as animal-feed.

Slate owned enterprises dominate this branch of the industry at the moment. Taking 
into account relation of individual enterprises to the industry:

- (4.3.3.) The branch should remain under direct state control, although grain reserve 
can be partially left for storage with other enterprises. The national reserve storage 
can be partially guaranteed by state part in the stock company established on mill 
enterprise basis. Storage of the national reserve has been envisaged as one of the 
tasks of individual mill enterprises( see Chapter 6).

- (4.3.2.) This branch of the industry could initially function as independent state 
owned commercial enterprises, that are transferred to private ownership along with 
other state owned agriculture processing enterprises;*
- (4.3.1.) this branch of the industry is in fact essential to the whole process of bread 
production and all bakery enterprises of the country are involved in the process. 
The branch has developed itself as a highly specialized business, where one or few 
enterprises supply the whole country, for example, with rye flavour, groats and 
similar products. The purchased grain up to now was being levelled out// as to its 
quality and price.
Stability of the branch would ensure stability of the whole bread baking industry.as 
well as of major raw material price throughout the country.

Taking into account the above mentioned principles, a stock company could be
established on the basis of enterprises of this branch of the industry.
All bakery enterprises shall have access to the company.
To maintain state control over bread baking industry and to ensure storage of the
national reserve, state should remain as one of the most influential partners
represented through "Labibas birojs"( detailed discussion of other functions would
follow).

4.4. Bread baking enterprises;

4.4.1. State bread baking enterprises;

4.4..2. Consumers' Cooperative enterprises;



4.4.3. Bread baking enterprises belonging to other owners.

In practice bread baking enterprises are independent commercial enterprises, and so 
there exist all the necessary prerequisites for free competition, that can still be 
strengthened by privatisation of the enterprises in accordance with the Republic of 
Latvia legislation on privatisation of state enterprises. 
The following basic principles are to be taken into account:

- de-concentration and de-centralization of the enterprises, establishing new bakeries 
on the basis of departments separable from the main enterprise;

- demand to maintain a certain minimum of bread sales and assortment amount, 
expressed in/ natural! izteiksme/ for a certain period of time;

- lease agreement for a period of at least five years can be chosen as privatisation 
means, in order to avoid sharp increase in bread prices (theincrease would be 
connected with the necessity to compensate purchase of the enterprise).

In the case of necessity a cooperative association could be established in order to 
solve problems of this branch of industry as well as for personnel training. 
The association should abstain from agreements on monopoly prices.
Establishment of the Association is not compulsory, if problems are solved through 

stock company "Latvijas dzirnavas"— an enterprise established on ihe basis of human 
consumption grain mill enterprises.

4.5. Bread retail enterprises.

A variety of enterprise forms have developed in this branch of the industry. To 
increase it further the network of stores belonging to bread baking enterprises should 
be developed or cooperation between bread baking enterprises and stores should be 
developed, involving at the same time transportation service enterprises.

4.6. The customer.

The first function of the customer is to make money, choose the store, ihe 
sort of bread and to purchase as much bread as possible.



5. Latvian grain bureau

Latvia's "Lablbas birojs" is the central instrument for grain and bread market 
regulation, which can be used by the state to ensure grain balance and influence grain 
market (Fig. 3).

Latvia's "Lablbas Birojs" is a state enterprise, which elaborates proposals and, after 
they are approved, carries out national grain policy.

"Lablbas Birojs" has the following functions:

1. Estimating of the total grain amount necessary for whole Latvian state currently 
and in the perspective future, including the division by grain sorts and quality.

2. Estimating of the total volume of grain production in Latvia currently and in the 
perspective future, including the division by grain sorts and quality.

3. Making forecasts for grain produced in Latvia sale volume according to the 
volume, structure and quality.

4. Predicting of Latvia's grain market prices, taking into consideration level of 
agricultural production expenses, and determining of grain purchase price 
correspondingly with the necessity to maintain State grain reserves.

5. Determining of the necessary grain import volume, including the division by grain 
sorts and quality.

6. Elaborating (and may be also determining) of grain import tariffs by separating 
each sort of grain.

7. Selection of grain importers and determining of their quota.

8. Dividing grain producers by zones (establishing different quotas and purchase 
prices according to the natural conditions for grain farming).

9. Preparing of proposals for determining the volume of State grain reserves.

10. Responsibility for the storage and transportation of the determined State grain 
reserve.

11. Economic guidance over grain import-export harbor.

12. Supervision over the state share in joint stock company "Dzirnavnieks" (coded 
name).

13. Inspection of state grain and exploitation of the state central laboratory of grain 
and grain products quality testing.



The legal basis of "Labibas Birojs" activities is a charter approved by the Republic of 
Latvia Council of Ministers, prepared in accordance with the Republic of Latvia law 
"On State Enterprise". The economic basis of "Lablbas Birojs" is allocations from 
human consumption grain processing enterprises, which independently from the form 
of their ownership are 0.5 % from the value of grain processed (is determined after 
the operation costs are calculated),

"Labibas Birojs" economic activities are guided by a director approved at the 
Republic of Latvia Council of Ministers.

General supervision over the activities and grain policy of "Lablbas Birojs" is carried 
out by the Council of "Lablbas Birojs" consisting of:

- 1st deputy minister of Agriculture;

- Head of Grain Department, the Republic of Latvia Ministry of Agriculture;

- representative of Latvia's monopoly activities control structure;

- Director of "Labibas Birojs";

- representative of the Republic of Latvia Finance ministry;

- authorized representative of joint stock company "Latvijas Dzirnavas";

- representative of Latvian Farmers federation;

The Council is responsible for:

- approval of state grain balance;

- control over the use of state budget;

- distribution of foreign trade quotas;

- supervision over the economic activities of "Lablbas Birojs".

6. Joint stock company "Latvijas Dzirnavas"

6.1. Joint stock company's "Latvijas Dzirnavas" establishment and objectives.

In order to carry out the united human consumption flour production policy, as well 
as to coordinate the purchase and storage of human consumption grain and prevent



unmotivated differentiation of flour prices in the country caused by the different 
production, transportation and processing conditions, the establishment of a 
republican joint stock company "Latvijas Dzirnavas", which will control the activities 
of six former state flour production enterprises, shall be supported.

An important reason for the foundation of such company is the necessity to guarantee 
the possibilities of grain reserve storage in the enterprises of grain storage at the same 
time ensuring the possibilities of privatization.

The objectives of joint stock company "Latvijas Dzirnavas" activities are as 
following:

- guarantee the possibilities of state grain reserve storage;

- coordination of human consumption grain purchase;

- equalize flour prices;

- promote technological development of bread production.

This is carried out through the control packages in separate joint stock companies 
formed on the basis of the former state concern's "Latvijas Labiba" human 
consumption grain mills.

The other part of the shares of joint stock companies formed on the basis of 
transformed enterprises is sold to the employees of the enterprise and other physical 
persons (by using certificates), agricultural production producers (consumers of 
mixed feed) and other physical and legal entities.

6.2. Procedure of joint stock company's "Latvijas Dzirnavas" establishment and its 
liabilities towards the future privatization possibilities of subbranch's enterprises.

i - flour production enterprises establish a joint stock company "Latvijas Dzirnavas" 
investing in 30 % of their capital (which is determined in accordance with the assets 
evaluation methods used in the country). At the moment of joint stock company's 
establishment the above mentioned enterprises still keep the status of a state 
enterprise. The following activity spheres shall be envisaged in the charter of a joint 
stock company:

- guaranteeing and coordination of the state grain reserve's storage possibilities;

- coordination of human consumption grain purchase;

- equalizing of flour prices;

promoting of the technological development of human consumption grain 
production;

as well as the procedure of company's stock sale in the future:



- 30 % of stocks are left to the state and managed by Latvia's "Labibas Birojs";

- 24.5 % of stocks are transferred to the current state bakery enterprises without any 
compensation and at the ratio of flour consume;

- 21 % of stocks are sold to the bakeries of consumer association at the ratio of their 
flour consumption;

- 10 % of stocks are reserved for their sale to other bakery enterprises at the ratio of 
flour consumption in them;

- 14 % of stocks are sold at the free market ( admitting the auction of stocks).

ii - state enterprises of flour production are transformed into the joint stock 
companies which charters envisage the following spheres of activity:

- grain purchase from grain producers;

- production of human consumption flour;

- storage of state grain reserves within the determined volume (required by "Labibas 
Birojs").

At the same time charters shall include the procedure of stocks sale:

- approximately 30 % of stocks (in separate enterprises it may waver) are invested 
into the joint stock company "Latvijas Dzirnavas" as a tangible investment;

- up to 25 % of stocks are reserved for sale to physical persons by using certificates;

- the rest is sold to grain producers and feed consumers or in accordance with the 
Republic of Latvia law "On privatization of state agricultural production processing 
enterprises".

iii - stocks of the joint stock companies are sold in accordance with the scheme of 
sale determined by the charter of a company.

Due to this process state through the "Labibas Birojs" has a possibility to prevent the 
adoption of unmotivated decisions both in the joint stock company "Latvijas 
Dzirnavas" and in its participating stock companies ( local mills). At the same time 
state has no possibility to regulate all questions of flour production.



VII Privatization Procedure of Individual State Enterprises of the Branch

As mentioned above, enterprises of the former concern "Latvijas labiba" are to be 
privatized in future.

Several principles are to be followed in order too create controlable grain and grain 
product market, as well as to maintain operating ability of this branch of the industry 
while privatization process is under way. Below follows a detailed discussion of the 
potential privatization process and the most advisable choice for individual 
enterprises and groups of enterprises.

7.1. Grain elevators in the port.

Being the only enterprise of the kind it has naturally acquired the monopoly. 
Consequently it shall remain a state owned enterprise.

7.2. Human consumption flavour production enterprises.

There are six enterprises of the kind in the country: Riga state firm "Dzirnavnieks", 
state firm "Rezeknes dzirnavnieks", state firm "Daugavpils dzirnavnieks", state firm " 
Dobeles dzirnavnieks", state enterprises "Jelgavas dzirnavnieks" and state firm 
"Liepajas dzirnavnieks".
The latter should be reorganized into separate human consumption grain enterprise 
and animal feed production enterprise.

As mentioned above, stock company "Latvijas dzirnavas" should be established on 
the basis of these enterprises.
By the end of the privatization process individual entrepreneurs, other natural and 
legal persons, as well as the state ( through its enterprise "Labibas birojs") might 
become stock-holders in the company.

This stock company would not be the only owner of the flavour production 
enterprises. Its task would be only to coordinate operations of the companies 
established on the basis of separate enterprises in purchase and storage of human 
consumption grain of the national reserve. It could be implemented through 
"Latvijas dzirnavas" participation in entrepreneurial companies established on the 
basis of separate enterprises.
Other shares of the companies ( apart from the 30% belonging to "Latvijas 
dzirnavas") would be sold to employees, grain producers, animal-feed consumers, as 
well as to other natural and legal persons (or in accordance with the Republic of 
Latvia Law On Agriculture Processing Enterprise Privatization), (see Appendixes)

7.3. Animal-feed production enterprises

There are six enterprises of the kind in the country: state firm "Vidzemes labiba", 
state firm "Madonas labiba", state firm "Vidzemes labiba", state firm "Jekabpils 
labiba", state firm "Saldus labiba", state enterprise "lecavas labiba". ^r
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Privatization of these groups of enterprises is to be carried out according to the 
same scheme as the above discussed enterprise group, with the exception, that instead 
of "Latvijas dzirnavnieks", a part of shares would be allotted directly to the siate.

This privatisation scheme would also apply to state enterprise "Gulbenes grauds". 

7.4. State Bread Baking Enterprises

This group includes the following enterprises: state firm "Druva", state firm 
"Baltmaiznieks", state firm "Abra", state firm "Ventspils maiznieks", state firm 
"Daugavpils maiznieks", state firm "Jelgavas maiznieks", state firm "Liepajas 
maiznieks" and staste firm "Rezeknes maiznieks".

Privatization of this enterprise group should be carried out in several stages, in order 
to maintain the network of competitive enterprises that, under qualified guidance, 
would preserve production ability, and to avoid sharp bread price increase, as a result 
of attempt to cover enterprise purchase expenses.

7.4.1. De-centralization of enterprises

Under this stage technologically independent production units are established on the 
basis of separate departments of the existing enterprises. These independent units are 
privatized as separate entities.

7.4.2. Choice of the Candidates

A privatization commission appointed by the state institutions announce public 
bidding and chooses candidates on competition basis, taking into consideration 
candidates' experience in bread baking industry, as well as the entrepreneurial 
abilities.

7.4.3. Purchase of the enterprise within definite period

The enterprises for privatization shall be given to the candidates on lease with the 
right of purchase. The following term are set:

- to maintain bread sales volume, regularity// and assortment;

- the enterprise cannot be transferred to the candidate before the end of five (seven) 
years term, during which all terms set by the lease agreement are fulfilled.

If not, the contract is broken and new public bidding announced.

7.4.4. Other state enterprises of the industry are privatized according to the general 
procedure.



Appendix 1

1. Human consumption grain processing enterprises

1.1. State company "Rezeknes Dzirnavnieks" 
6 mills - 63 thousand tons per year 
department of mixed feed - 122 thousand tons per year 
volume - 68 thousand tons

1.2. State company "Daugavpils Dzirnavnieks" 
9 mills - 78.5 thousand tons per year 
11 mills - 32 thousand tons per year 
department of mixed feed - 235 thousand tons per year 
volume - 108.9 thousand tons

1.3. State company "Dobeles Dzirnavnieks" 
2 mills - 48 thousand tons per year 
mixed feed plant - 166 thousand tons per year 
volume - 124.18 thousand tons

1.4. State company "Liepajas Lablba" 
12 mills - 27 thousand tons per year 
mixed feed plant - 192 thousand tons per year 
volume - 40.7 thousand tons

1.5. Riga state company "Dzirnavnieks"
1st flour plant - 65 thousand tons per year 
2nd flour plant - 46.5 thousand tons per year 
groats plant -31.5 thousand tons per year 
volume - 84.7 thousand tons

1.6. State enterprise "Jelgavas Dzirnavnieks" 
3 mills- 55 thousand tons per year 
volume - 50.9 thousand tons

2. Grain purchase, storage and cattle-feed production enterprises

2.1. State enterprise "Jekabpils Labiba"
mixed feed department - 198 thousand tons per year 

volume - 112.6 thousand tons

2.2. State company "Vidzemes Labiba"
mixed feed department - 146 thousand tons per year 
volume - 60.98 thousand tons

2.3. State company "Madonas Labiba"



mixed feed department - 122 thousand tons per year 
volume - 34.7 thousand tons

2.4. State company "Saldus Labiba"
mixed feed plant - 43 thousand tons per year 
volume - 39.3 thousand tons

2.5. State enterprise "Stende"
mixed feed department - 131 thousand tons per year 
volume - 22.2 thousand tons

2.6. "Riga mixed feed plant" (company with limited liability) 
mixed feed plant - 427 thousand tons per year 
volume - 9.8 thousand tons

2.7. State enterprise "lecavas Labiba"
mixed feed plant - 122 thousand tons per year 
volume - 25 thousand tons

3. Grain storage enterprises

3.1. State enterprise "Gulbenes Grauds" 
volume - 16.4 thousand tons

3.2. State enterprise "Rigas Ostas Elevators" 
volume - 65.6 thousand tons

4. Bakeries

4.1. State company "Druva"
1st bakery - 113.5 thousand per day 
2nd bakery - 40.7 thousand per day 
macaroni plant - 11.5 thousand tons per year

4.2. Riga state company "Baltmaiznieks" 
1st bakery - 61.5 thousand per day 
2nd bakery - 23.8 thousand per day 
Jurmalas bakery - 19.1 thousand per day

4.3. State company "Abra"
bakery - 56.1 thousand per day

4.4. "Vidzemes Maiznieks" (company with limited liability) 
bread department - 42.5 thousand per day 
bread-ring department - 5.7 thousand per day

4.5. State company "Ventspils Maiznieks"



bakery - 30.2 thousand per day

4.6. State company "Daugavpils Maiznieks" 
1st bakery - 44.1 thousand per day 
2nd bakery - 36.1 thousand per day 
bread-ring department - 3.3 thousand per day

4.7. State company "Jelgavas Maiznieks" 
bakery - 39.1 thousand per day

4.8. State company "Liepajas Maiznieks" 
1st bakery - 25.2 thousand per day 
2nd bakery - 35.7 thousand per day

4.9. State company "Rezeknes Maiznieks" 
bakery - 45 thousand per day

4.10. Entrepreneurial company "Aldona" (with limited liability) 
bakery - 30.5 thousand per day

4.11. "Strategic" (company with limited liability) 
stale bread department - 4.3 thousand per day

5. Social structure enterprises

5.1. Riga state company "Labibas Resursi"

5.2. State company "Labibas Sargs"

5.3. Specialized construction-assembling company "Dzirnakmens"

5.4. Riga state research and production company "Grauds".
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RIGA STATE COMPANY

'BALTMAIZNIEKS 1

INFORMATION LIST

Riga, 1993



I. HAvSIC INFORMATION ON THE ASSET UNIT

1.1. Name of the Ministry - the Republic of Latvia Ministry of Agriculture

1.2. Full name of the enterprise - Riga State Company "BALTMA1ZN1EKS"

1.3. UNIT TO BE PRIVATIZED - Bakeries N#2 and N#3

1.4. Fintcrprise's registration number at the Republic of Latvia Register of 
Enterprises - N#00()3025I7, 
date of registration - September 25, 1991
Enterprise's field of operation - bread production, production of confectionery 
goods, bread sale, trade.

Legal address of the enterprise - Riga, Ventspils str. 51

Location of the unit - Bakery Nff2 - Riga, Ventspils str. 51
Bakery N#3 - Riga, Miiku str. 51

1.7. Bank accounts of the enterprise:
1.7.1. Rubles account - Nff 000404203 at the Agroindustrial Bank, Riga operational

department 
! .7.2. I laid currency account - Nff 580404503 at the Agroindustrial Bank, Riga

operational department

1.8. Base capital (statutory fund) of the enterprise at the moment of registration
was 1893 thousand Latvian rubles (LVR). After revaluation January I, 1993 
- 60820 thousand LVR.

1.9. Slate owned capital share is 100%.

1. 10. Investments of the enterprise into other entrepreneurial companies - none.

1. 11. Main I iclds of operation of the enterprise determined by the Charter of the unit 
to he privatized - production of bread and confectionery goods, their sale and 
trade.

1.12. Structural units of the enterprise:
1.12.1. Name: Bakery N#2

Address: Riga, Ventspils sir. 51
Operational field: production of bread and confectionery goods.

1.12.2. Name: Bakery N#3
Address: Riga, Mukusalas str. 51
Operational field: production of bread and confectionery goods.

1.13. The enterprise docs not have any subsidiaries or representative offices 
abroad.

1.14. Area covered by the enterprise: Bakery Nff2 - 1.64 ha, Bakery N#3 - 0.96 ha, 
including production units - 2.6 ha.



1.15. Location of the enterprise:
Distance from the capital city - 7 km. 
Distance from the railway - 0.5 km. 
Distance from Riga Sea trade port - 10 km. 
Distance from the airport "Riga" - 4 km.

1.16. Nationalized assets included in the structure of the enterprise (see Attachment 
1).

2. ENTERPRISE'S ASSETS

2.1. Fixed assets (bakeries N#2 and N#3)

Fixed assets, 
th. Latvian rubles

TOTAL
including production spheres-­ 
buildings
- constructions
- equipment and machinery
- vehicles
- other fixed assets

Beginning 
balance-sheet 
value on 1/1/92
15037
6205.2

1116.8
7351.9
294.9
68.2

Beginning 
balance-sheet 
value on 1/1/93
124770
57228.3

10938.4
53009.8
2948.9
644.6

Ending 
balance-sheet 
value 1/1/93
48808
33290.4

3394.4
9837.1
2062.7
223.4

2.2. Total working capital on January I, 1993 was 47084 thousand Latvian rubles, 
including the value of goods and materials - 33055 thousand Latvian 
rubles, 
monetary resources in bank accounts - 14029 thousand Latvian rubles.

2.3. Units under construction - none.

2.4. Intangible assets owned by the enterprise - none.

2.5. Information on physical or legal entities renting the objects - none.

2.6. Rented working capital - none.

2.7. Enterprise's assets are not insured.

ECONOMIC ACTIVITIES OF THE ENTERPRISE

Suppliers of materials and goods needed for production, (%): 
Latvia-96.0 
Byelorussia - 2.4 
Ukraine- 1.6



32. Production output

Producer

Bakery N#2
Bakery N#3
Total

Actual prices
(thousand
Latvian rub!.),
1990

7105
3347
10452

Actual prices
(thousand
Latvian rubl.),
1991

20936
12798
33734

Actual prices
(thousand
Latvian rubl.),
first half of
1991
69375.4
40454.6
109830.0

Actual prices
(thousand
Latvia rubl.),
second half of
1990
322864.6
175697.9
498562.5

3.3. Main products

Product

Bread and bread products 
Bakery N#2
Bread and bread products 
Bakery N#3
Total

Produced in 1992, tons

16404.6

8754.5

25159.1

Produced in 1992, 
thousand Latvian rubles
392240.0

216152.5

608392.5

Production assortment (see Appendix A)

3.4. Fields of expenses and their proportion in the prime cost of the production, 1990- 
1992.

Fields of expenses

Materials and raw 
^sources
Fuel and other power 
resources
Labour expenses
Depreciation
Transport
Other expenses

Ratio, % 
1990
55.8

2.3

8.4
25.6
1.0
6.9

Ratio, % 
1991
58.1

4.1

7.2
21.8
1.2
7.6

Ratio, % 
1992
66.6

8.3

6.1
11.3
1.7
6.0

3.5. The average profitability of the goods produced at the enterprise is 26%.

3.6. The volume of goods sold is the same as the volume of goods produced.

3.7. The main trade is carried out through:

specialized stores of the enterprise 10%
state stores 8%
private stores 82%



4. Enterprise's staff

4.1. Number of employees*

Indices

Average number of 
employees
including - managers and 
specialists

- workers

1990

164/122

8/12

156/110

1991

199/119

9/12

190/107

First half of 
1992
190/122

11/15

179/107

Second half 
of 1992
199/122

13/15

179/107
* The first figure applies lo bakery Nr.2, the second figure applies to the bakery Nr.3 

4.2. Number of shifts - two.

4.3. Professional skills of employees

Indices
Employees with the higher 
education
Employees with incomplete 
higher education
Employees with the secondary 
special education
Employees with the secondary 
education
Others

Bakery Nr.2
33

2

96

30

29

Bakery Nr.3
14

-

49

44

15

In total
47

2

145

74

44

4.4. Management of the enterprise

Director - losifs VolCeks
Deputy Director- Juzefa Votovic'a
Director of Bakery Nr.3 - Jurijs Fjodorovs

4.5. Management structure of the enterprise (see Appendix B) 

5. Financial State of the Enterprise

5.1. Balance-sheets of 1/1/93, 1/1/92 and 1/1/91 are attached.
5.2. Net profit in 1992 - 80159 thousand Latvian rubles.
5.3. Credits received - none.
5.4. Loans given out - none.
5.5. Liabilities of Ihc enterprise toward third persons on 1/1/93 

Debtors debt - 1133(59 thousand Latvian rubles 
Creditors debt - 82429 thousand Latvian lubles



6. Additional Information

6.1. The enterprise has been evaluate - the evaluation was carried out by the audit 
company "INVEST- Riga", Lid. on! ,ay, 1993.

7. The information list was filled up by

Riga limited liability company "LIZE"
Registration date - May 24, 1993
Number of registration at the Register of Enterprises - 00031082
Bank account Nr. at the Latvia Land Bank

DIRECTOR, RIGA STATE 
COMPANY "BALTMA1ZNIEKS" J.VOLCEKS

CHIEF ACCOUNTANT, RIGA STATE 
COMPANY "BALTMAIZNIEKS" T.KRASTINA

AGRICULTURAL MINISTRY'S 
OFFICIAL
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Riga State Company 

"BALTMAIZNIEKS"

Bakeries No. 1 and 2

Privatization Project

Riga, 1993



1. BASIC INFORMATION ON THE ASSET UNIT

1.1. Name of the Ministry - the Republic of Latvia Ministry of Agriculture

1.2. Full name of the enterprise - Riga State Company "BALTMA1ZNIEKS"

1.3. Unit to be privatized - Bakeries N#2 and N#3

1.4. Enterprise's registration number at the Republic of Latvia Register of 
Enterprises - N#000302517, 
date of registration - September 25, 1991
Enterprise's field of operation - bread production, production of confectionary 
goods, bread sale, trade.

1.5. Legal address of the enterprise - Riga, Ventspils str. 51

1.6. Location of the unit - Bakery N#2 - Riga, Ventspils str. 51
Bakery N#3 - Riga, Muku str. 51

1.7. Bank accounts of the enterprise:
1.7.1. Rubles account - N# 000404203 at the Agroindustrial Bank, Riga operational 

department
1.7.2. Hard currency account - N# 580404503 at the Agroindustrial Bank, Riga 

operational department

1.8. B?se capital (statutory fund) of the enterprise at the moment of registration
was '893 thousand Latvian rubles (LVR), after repricing on January 1, 1993 - 
66820 thousand LVR.

1.9. State owned capital share is 100%.

1.10. Investments of the enterprise into other entrepreneurial companies - none.

1.11. Main fields of operation of the enterprise determined by the Charter of the unit 
to be privatized - production of bread and confectionary goods, their sale and 
trade.

1.12. Structural units of the enterprise:
1.12.1. Name: Bakery N#2

Address: Riga, Ventspils str. 51
Operational field: production of bread and confectionery goods.

1.12.2. Name: Bakery N#3
Address: Riga, Mukusalas str. 51
Operational field: production of bread and confectionery goods.

1. 13. Enterprise does not have any subsidiaries and representative offices abroad.

1.14. Area covered by the enterprise: Bakery N#2 - 1.64 ha, Bakery N#3 - 0.96 ha, 
including production units - 2.6 ha.



1.15. The unit does not include any nationalized assets. To resolve questions
concerning the privately owned area covered by the unit on Ventspils str. 51, it 
is planned that 5% of the shares will be reserved for the former land owners, 
if they appear within the terras determined by the law.

1.16. Information on physical persons renting the unit or a part of it - don't rent.

1.17. Unit's balance-sheet supplement, including the previous three years.

1.18. Privatization of Jurmala bakeries will be carried out in accordance with a 
separate privatization plan - possibly by transferring these units to the local 
government, due to the specific conditions of bread supply in Jurmala which is 
a health resort town, or otherwise.

2. PRIVATIZATION OF THE UNIT

2.1. Description of the privatization method.
2.1.1. Privatization method - transformation of the unit to be privatized into a 

statutory company -joint-stock company "BALTMAIZNIEKS".
2.1.2. Without selection of the candidates, by selling shares to the economic partner 

mentioned in the privatization project.
2.1.3. Means of payment: Latvian rubles (Lati), certificates.

2.2. List of unit's assets to be privatized (see Attachment).

2.3. Evaluation of the unit.
2.3.1. Proposals for involving the experts - the evaluation of the unit (in approximate 

prices) was carried out by experts from the audit company "INVEST-R1GA", 
LTD.

2.3.2. Approximate calculation of the unit's determined price - a method for
calculating the determined price of the unit is based on the determination of 
the actual value of enterprise's funds at the moment of its evaluation.

2.4. Regulations for the unit's privatization.
2.4.1. Regulations for goods production - to maintain the current production field for 

three years.
2.4.2. Guarantees for maintaining employment - the current level of employment 

shall be maintained for at least one year.
2.4.3. Environmental protection measures needed - additional measures are not 

necessary, if all standards are observed.
2.4.4. Guarantees for the fulfilment of the mobilization mission - the fulfilment of 

the mobilization mission in accordance with the plans developed by the 
Ministry of Agriculture and local government of Riga City shall be 
guaranteed.

2.5. In the entrepreneurial company - joint-stock company "BALTMAIZNIEKS" 
the following distribution of the base capital is planned:

for the former owners 5%

3



for the pension fund (after additional evaluation) 
for the sale by use of certificates (half of it only 
to the employees of the enterprise -12.5%) 
shares to be sold for money only to the employees 
of the unit
shares to be sold to the economic partner as the 
undividable share packet

5%

25%

5%

60%
The above mentioned asset parts will be covered with the corresponding 
number of shares.

2.6. Procedure for asset purchases - state assets will be purchased in accordance 
with the privatization unit by issuing and purchasing shares.

2.7. Information on the potential purchaser - economic partner: Riga limited 
liability company "LIZE"

type of company - limited liability company;
fields of operation of the enterprise (entrepreneurial company): 

processing of agricultural products, baby food production, sale of products, 
foreign economic activities, and other activities envisaged by the Charter;

term of operation of the enterprise (entrepreneurial company) - 
termless;

address of the enterprise (entrepreneurial company): Dzirnavu sir. 68, 
Riga, Republic of Latvia;

enterprise (entrepreneurial company) Riga limited liability company 
"LIZE" is registered at the Republic of Latvia Industrial Register in Riga on 
May 24, 1993, Nr. 000313082.

FOUNDERS

Limited liability company "Ave Lat"
registered at the Republic of Latvia Register of Enterprises on February 26, 
1992, registration number 000305418, address - Riga, Dzirnavu str. 68. 
Lohmann Putz Goebel OHG Euro Business Langlingsweg 141 47228 
Duisburg 14, Germany

2.8. Means of payment, payment procedure and regulations.
2.8.1. Means of payment: Latvian rubles (Lati) and certificates.
2.8.2. Payment terms - monetary payments shall be made within a month after the 

shares are issued in accordance with the privatization project.
2.8.3. Discounts envisaged for the employees-owners of certificates, according to the 

procedure determined by the Council of Ministers. Half of the asset share 
shall be reserved for them and sold for certificates.

2.8.4. Cases in which the prolonged term of payment is envisaged - none.
2.8.5. Shares not purchased by the employees (for money), are sold to the economic 

partner - limited liability company "LIZE".

2.9. List of unit's liabilities - joint-stock company "BALTMAIZNIEKS" 
undertakes all liabilities of the units to be privatized.



2.10. Privatisation phases and project's implementation terms.

2.11. Purchase of state owned assets after the approval of the privatisation project. 
2.11.1. Date of shares issue - June, 1993

First purchase - for cash, June-July, 1993;
Second purchase - for certificates, within 2 years - up to July, 1995.

3. UNIT OPERATIONS AFTER PRIVATISATION

3.1. Unit's business plan is given in Attachment.

3.2. Unit's production and management reorganization plan - see Information List.

3.3. Proposals on sanitation measures needed - not envisaged.

3.4. Measures for the enlargement of the base capital - not envisaged.

4. DEVELOPMENT OF PRIVATISATION PROJECT

4.1. Compensation for the unit to be privatized is distributed as follows: 
75% to the limited liability company "LIZE" 
25% to the limited liability company "1NVEST-R1GA"

4.2. Information of the project authors

limited liability company "LIZE", registration date - May 24, 1993
registration number at the Republic of Latvia Register of Enterprises
Nr. 000313082
Bank account Nr. at the Latvian Land Bank (Latvijas
Zemes Banka)
Executor: Normunds Putans

limited liability company "1NVEST-RIGA"
registration date - November 7, 1991
Registration number at the Register of Enterprises Nr. 000303577
Bank account Nr. 301467567 at the Inter-regional department, Bank of
Latvia
Executor: Dr. Ivars Pucens

The project was submitted to the Ministry of Agriculture on November 16, 1992,
registration number - 17.
The project was updated and resubmitted to the Ministry of Agriculture on May 26,
1993.
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1. SUMMARY

Following privatisation, the Riga state firm Baltmaiznieks bakeries No. 2 and No. 3 
will retain their present scope of work, i. e., bread and bread product production and 
sales. The technological equipment of the enterprise and the qualifications of its 
personnel ensure the production of quality products and development opportunities 
even in market economy conditions.

In reality, all the residents are the potential consumers of the product. As bread is one 
of the basic food items, the sales volume would not be significantly reduced in an 
economic crisis situation. There are opportunities in the future to increase the market 
share on the basis of product quality, choice, and the sales service level. In general, 
the bread market can be characterized as stable.

The product shall be sold through enterprise stores and private stores. Prices will be 
set on the basis of product quality and novelty, but they shall not exceed the price of 
analogous rival products. The stress will be put upon less expensive products to meet 
the needs of the lower and the middle class.

Advertising and public relations will help to preserve the present sales volume and to 
facilitate success among competition. In the initial stage, advertising costs will be 
planned on the principle of parity with competitors. With the increase of competition, 
advertising will be increased. There will be advertisements in the press, television and 
outdoor media. Weight and packaging variations will stipulate sales volume growth.

The production process will remain unchanged in the coming years. In the distant 
future, attention will be paid to reducing equipment energy consumption.

The raw material suppliers will remain the same - mainly the enterprises of Latvia, 
some from the Ukraine and Byelorussia. Raw material control at the supply point and 
at other stages of production will take place.

The major problems are the possible drop in purchasing power, raw material price 
increases and increasing competition.

The financial result analysis shows positive results and predicts stable profit.



2. PRODUCTION

The enterprise produces and after privatisation will continue to produce bread and 
bread products from the highest quality wheat and rye, and from 1st and 2nd class 
quality flour.

The following products will be produced after privatisation:

Form bread Lauce.9,
Jurmalas bread;
Rye bread;
Highest quality wheat bread;
RQjiena rye bread;
Highest quality long bread;
Bran bread;
Veseltbas flat cakes;
Kaives bread;
Kurzeme bread;
Launaga bread;
Ives bread;
Cinnamon buns;
Vafcarinu crescents.

If demand changes and/or competition increases, the equipment and personnel 
qualifications allow for changes in the assortment of breads produced to meet the new 
demand.



3. MARKET ANALYSIS

3.1. Definition of the Market

All the residents of Riga, Jurmala and Riga district are potential consumers of the 
product. The range of consumers is not limited, as all people eat bread. Bread 
consumption per capita is stable and the flotation coefficient is low. Bread is 
purchased regularly, i. e., each day or every few days. The potential demand is 
determined by the product quality and the sales services quality. Product prices will 
not differ considerably from prices other bakers charge for their products.

Product

Potential consumers

Their location

Terms of supply

Readiness to produce despite 
existing price differences

Bread and bread products 

All residents of the region

Riga, Jurmala, part of Riga district 
(Baldone, Olaine, Marupe)

Regular supply, at least once a day. The total 
volume yields approximately 88 tons per day.

The product price shall not be considerably 
higher then those of rivals, despite its higher 
quality

All products are sold in Latvia, including to airlines, hotels, tourist services.

3.2. Information on Market Capacity 

In 1992, the enterprise sold:

Bakery 2 - 16,405 tons of bread and bread products;
Bakery 3 - 8,755 tons of bread and bread products.
A drop in demand is envisaged for the coming years, respectively, sales volume will
reduce by 35% in 1993.

3.3. Major Rivals

Abra, Pildas iela 10, Riga - production volume about 10% 
Druva, Ganibu dambis 27, Riga - production volume about 30%

5



3.4. Product Compared to Rival Products

Rivals produce similar products, that differ in assortment. The product advantages are: 
high quality, due to high quality raw materials, imported equipment and professional 
personnel.

In increasingly cc'.ripeiilitive circumstances furtiier specialisation, maintaining the 
basic production, is possible.

4. MARKETING STRATEGY 
4.1. Product Sales Channels

Bread and bread products will be sold in all possible stores that sell this kind of 
product:

private stores - 90%;
enterprise stores - 10%.

Work on a new, modern enterprise store on the territory of the plant (Ventspils iela 
51, Riga) i» under way. The stores the enterprise use on a lease agreement basis will 
also be used as much as possible. They are:

Store No 6, Vienibas gatve 31, Riga,
open from July, 1992, 3501 of bread sold; 

Store No 7, Gobas iela 15, Riga,
open from August, 1992,400 t of bread sold; 

Store Karsta maize, Mukusalas iela 51, Riga,
1889.61 of bread sold; 

Store in Jurmala, Stendes iela 13, LTelupe,
125.4 thread sold; 

Store in Jurmala, Dubultu prospekts 93, Pumpuri,
63 t bread sold.

There are also several stands. The grater part of the output goes to private stores, that 
are dispersed among a large territory, that is, closer to the consumer. Owners of the 
stores will be interested in cooperation with the enterprise, thus ensuring regular and 
punctual supply of a high quality product. There will be also truck sales.

4.2. Price Policy

The biggest profitability rate envisaged is 12-14 %. Prices are set in accordance with 
the product quality, but they shall not exceed similar rival product prices. Taking into 
account the decrease of the purchasing power, the production of less expensive 
products will be increased, so that all the residents are supplied with bread at 
accessible prices and the maximum output levied is retained.

Estimates say that any clever price policy would still lead to decreasing sales.



4.3. Services and Guarantees

The enterprise guarantees high quality of the product in accordance with the 
standards. There are no additional services envisaged alongside with product sales.

4.4. Advertising

Advertising of both the enterprise and its products is planned. The advertising will be 
based on allusions to such notions as bread, grain, the country side, farming and 
stability. The following media will be involved: television, radio, periodicals, and 
out-door media.

Advertisements will be primarily informative. They will introduce the new products, 
as well as provide information on their use and advantages. The media involved: 
television, radio, periodicals, advertisements in its own stores and co-operation with 
other stores in advertising.

With the increase in competition, the intensity of advertising will grow and a bigger 
portion of profit will be allocated to it. In similar Western enterprises advertising 
costs exceed 10 % of turnover. Taking into account the big market share of the 
enterprise and its popularity, advertising costs can be based on parity principle, not 
allowing the rivals' market share to increase.

4.5. Sales Stimulating Methods

Sales volume to a great extent will be ensured by the product quality and reasonable 
prices. Sales volume may be retained by allowing discounts for greater volumes to 
stores, increasing the distribution area and including new retailers.

The users' consumption will be stimulated by modifying weight and packaging in 
order to meet diversifying demand.

4.6. Public Relations

The reputation of the enterprise will be that it ensures sales of quality products only. 
In addition, relations with the press will be maintained, news conferences will be held 
on special occasions (anniversaries, introduction of new products, etc.). 
Announcements in the press will be related to environmental protection, clean 
production, protection of health. The concluding stage of the production process will 
be shown as the farming that allows the needs of the urban population for basic food 
products to be met. The enterprise will, as much as possible, sponsor various cultural 
and sporting events.



5. THE ENTERPRISE OPERATIONS
5.1. Location

The privatised facilities of the enterprise are located in Riga. Their location is 
convenient for the supply of raw material (the main plant is situated 0.5 km from the 
railway, 10 km from the port) as well as for sales (the plant is within the city, 
accessible to motor vehicles). The enterprise location is not advantageous, however, in 
comparison with similar enterprises of Riga.

5.2. Facilities and Equipment

It is planned that all the facilities and equipment located in Riga will be used 
(Ventspils iela 51, Mukusalas iela 51). Technological lines designed for the 
production of a special kind of bread are used. The enterprise uses 10 foreign 
produced stoves, produced in Czechoslovakia and Yugoslavia. Equipment shall not 
be sold or rented out. There is no construction in progress. The production process 
can be ensured without additional investment in fixed assets. Re-construction of the 
enterprise will be needed in the more distant future. Investment of up to 10 million 
US$ for the period of 8-10 years will be needed to modernise the enterprise so that it 
can produce packed bread and bread products. Share company Baltnmznieks has 
investors and partners that are ready to invest this amount of money.

5.3. Supply, Production and Sales Process

There ate 15 major kinds of raw materials needed for production. They are shown in 
the following table.

In most cases, raw materials are purchased from the traditional partners that have been 
punctual and have previously supplied high quality products (those were mostly 
Latvian enterprises, oil, syrup and salt came from the Ukraine, margarine was 
imported from Bjelorussia).

The main energy source has been electricity. It will continue being supplied through 
the existing channels.

The above mentioned raw materials are used for production in all the bakeries of the 
enterprises. Bread baking is the major kind of production. It differs on different 
production lines, depending on the flour and additives used.

The raw material consumption is as follows:

Ingredient
wheat flour, highest equal.
wheat flour, 1st sort

Bakery 2 consumption (t)
10800
1500

Bakery 3 consumption (t)
3000
3000
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wheat flour, 2nd sort
wheat brans
rye flour, peeled
yeast
sugar
dairy products
eggs

caraway
malt
margarine
oil
syrup, refined
salt

900
60
450
375
885
800
5
8
1
400
45
-

200

200
-

720
200
420
430
5
3
-

215
23
10
105

Raw material quality control takes place at the point of recept and directly before use 
in production. Control at definite stages of production and at the end of the process 
will ensure product quality. Bread products produced in future will be produced in 
accordance with the National Standard presently used.

6. ENTERPRISE MANAGEMENT AND PERSONNEL EMPLOYED

6.1. Management Organisation

Share company Baltmaiznieks structure is shown below:

Council

Board

Bakery 2
Bakery 3
Fin.& Econ. Service
Sales Service
Supply Service
Technical Department

6.2. Personnel Employed

The personnel presently working for Bakeries 2 and 3 will be employed after the 
privatisation. Their qualifications meet the requirements. No cuts of the staff are 
envisaged.

The personnel will undergo special training if new equipment or new products are 
introduced.



7. THE LEGAL STATUS OF THE ENTERPRISE AND ITS ASSET 
SHARES

7.1. Legal Status or the Enterprise

Company with limited liability.

7.2. Asset Shares

The following distribution of base capital has been envisaged at the share company 
Baltmaiznieks:

- left to former owners 5%
- pension fund (after additional valuation) 5%
- sold for certificates only

(one half to the enterprise employees only - 12.5%) 25%
- privatisation unit employees, cash sales 5%
- sold to business partners as undivided portion of shares 60%

The above mentioned asset parts are covered by a corresponding number of shares.

8. RISKS AND PROBLEMS

The major task of the enterprise will be to increase sales volume. However, 
decreasing purchasing power poses some difficulties to the completion of this task. 
Still, bread products belong to food items that are less affected by this drop. After 
the economic situation improves, an increase in sales volume and demand for a 
larger variety of products is expected. Increasing the assortment would require 
additional expenditure.

Competition is expected to increase in future. Taken into account the complicated 
technological process and high equipment costs new major rivals are unlikely to 
appear in near future. A number of small bakeries are more likely to appear, still 
they would not be able to produce such a variety of products and their equipment 
capacities are to be considerably small.

The CIS-supplied raw material costs are likely to increase in the coming years.
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9. FINANCIAL INFORMATION 
9.1. Expected Sales Volumes, (hous LVR

products & 
producers

bread and bread
products, 
of that

Bakery 2

Bakery 3
TOTAL

1st half '92

69375.4

40454.6
109830

2nd half '92

322864.6

175697.9
498562.5

1st quart. '93

71965

38750
110715

2nd quart. '93

74750

42250
115000

3rd quart. '93

83200

44800
128000

4the 
quart. '93

96450

46550
133000

total 
1994

351000

189000
540000

The product shall be sold in Latvia, mainly in Riga.

9.2. Expenditure and Revenue Table, thous. LVR

category 1992* 1st quart. 2nd quart. 3rd quart.
'93 '93 '93

4(he quart. total 1994 '93

product 608392.5 110715 115000 128000
sales
revenues

turnover tax 13632 2481 2577 2868

cost of 453910 82602 85799 95498 
product sold

sales result ! 40850.5 25632 26624 29634

other sales 5460 
result

133000 540000

2980 12099

99229 402884

30791 125017

revenues an 60 - - - 
expenditure 
on non-sale
operations

profit 146370.5 25632 26624 29634 
before 
subtraction 
of profit tax

taxes 67330.4 11791 12247 13632

profit 79040 13841 14377 16002

30791 125017

14164 57508

16627 67509

*) includes Bakeries 2 and 3

11



9.3. The Cash Revenue and Expenditure Balance

category 1992* 1st quart. 2nd 3rd quart. 4tlie total I 
___________ -_____________'93 quart. '93_____"93 quart. '93 1994 I
own assets, of that: 

profit after taxes 

depreciation

loan and allocated 
resources

88412 15901 16438 18062 18688 75609

80169 13841 14377 16002 16627 67509

8243 2060 2061 2060 2061 8100

41 eft 
88412 ,1590! 16438 18062 18688. 75609

cash revenues total

dividends

loan repayment

*? other cash expenditure

capital investment

investment into
working capital, of 
that:

raw materials

inventory

investment and liability 
balance
cash expenditure total

-• ...... .......... .. _ .... _._^s

1384 1438 1600 1663 6751

.
51,404

85237 , 13417 14200 15562 16225 , 63858

3175 -

1100 800 900 800 5000

1100 800 900 800 5000

88412 15901 16438 18062 18688 75609

*) totals for the enterprise
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1
The business plan was prepared by

Remuneration shall be divided:
75% to limited liability company Lize 
25% to limited liability company Invest-Riga

Authors:
limited liability company Lize
registered May 24, 1993, No 000313082 at the Enterprise Register of the
Republic of Latvia
Bank account No at Latvijas Zemes Banka (the Land Bank of
Latvia)
prepared by Normunds Putans

limited liability company Invest-Riga
registered November 7, 1991, No 000303577 at the Enterprise Register of the
Republic of Latvia
Bank account No 301467567 a! the International Department of the Bank of
Latvia
prepared by Dr. Ivars Pucens

Submitted to the Ministry of Agriculture November 16, 1992, No 17 
Updated and repeatedly submitted May 26, 1993
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PRIVATIZATION PROJECT 
FOR A STATE (MUNICIPAL) OWNED UNIT (ENTERPRISE)

1. BASIC INFORMATION ON THE UNIT.

1.1. Name of the Ministry (committee, municipal government): 

The LR Ministry of Agriculture.

1.2. Full name of the enterprise (entrepreneurial company) (form of 
entrepreneurial activity should be stated):

The State firm "DAUGAVPILS MAIZNIEKS"

1.3. Unit for privatization (completed if a separate structural part of the enterprise, 
subsidiary or agency is privatized):

Bakery No. 1

1.4. Registration of the enterprise (entrepreneurial company) with the LR 
Enterprise Register:

No. 000303405 Registration date October 28, 1991

1.5. Legal address of the enterprise (entrepreneurial company):

Republic of Latvia, LV 5400, Daugavpils, Vidus St. 32; tel. 41304

1.6. Enterprise's bank accounts:

1.7.1. Ruble account: #000404100, Bank of Latvia Daugavpils branch, (address: 
LR Daugavpils, Gimnazijas 12, Rods 310101320

1.7.2. Hard currency accounts: none

1.8. Assets (charter fund) of the enterprise as of December 31, 1991 is 1,356 
thousand rubles;

March 1, 1993 (prices revised according to the LR CM Regulations No.37, 
February 10, 1993 - 4520 thous. rubles)

1.9. Distribution of assets:

- state owned assets - 100%

- assets owned by legal entities - none

- total assets owned by individuals - none



- including foreign capital - none

1.10. Investments of the enterprise (entrepreneurial company) into other companies: 
none

1.11. Main activities of the unit (enterprise, entrepreneurial company or its
structural part, subsidiary, agency, henceforth - unit) to be privatized provided 
by the Charter (Regulations):

- production of bread and bread products;
- trade
- exports and imports;
- food production;
- commerce.

1.12. Structural parts of the enterprise (entrepreneurial company) in Latvia:

Name: Bakery No. 1
Address: Daugavpils, Vidus St. 32
Activities: Production of rye bread and cracknels/ klingeri&i

1.13. Company's overseas subsidiaries: none

1.14. Land under the unit: 0.965 ha

1.15. Information about the owners of the unit, their property before nationalization, 
value of the property as stated in the asset inventory documents made up after 
the war (except information on the owners of shares): see Appendix No. 7

1.16. Information about natural and legal persons leasing the unit or its part, and 
lease contracts: none

1.17. Balance sheets of the unit for the previous three years: Appendix No. 5 

2. PRIVATIZATION OF THE UNIT

2.1. Privatization methodology: transformation of the state enterprise into a 
limited liability company with the state capital involved.

2.2. List of property to be privatized (transferred) in the unit: 
Appendix No. I

2.3. Proposals to hire specialized firms to carry out auction: none

2.4. Valuation of the unit

2.4.1. Approximate calculation of the price of the unit 

1) calculation of price based on the profit discount:



P x 100 
C = —-———— ; C - price of the unit (thousand rubles)

D P - prospective average profit for the unit in the 
nearest three years based on the business plan; 

D - interest for bank deposits in the current year, 
94%

Approximate price of the unit:

(5294 + 19240 + 27765V3 x KM) 
C= ————_„—..„_——_.„....„...„. = 18546 thousand rubles

94

Determined price for the enterprise: 18500 thousand rubles 

2.5. Regulations (guarantees) for the privatization of the unit:

2.5.1. Usage of the property for the performance provided by the Charter;

2.5.2. Production of bread and bread products according to the standards 
technological conditions in the enterprise;

2.5.3. Guarantees of the maintenance of jobs:
Jobs confirmed by customer orders are maintained and correspond to the 
required qualifications;

2.5.4. Environment protection activities are carried out in compliance with the LR 
State Environmental Protection Committee requirements;

2.5.5. Fulfilment of mobilization assignments is guaranteed; 

2.6. Shares of the entrepreneurial company: 

(total assets - 100%)

Phase 1 (transformation of the state enterprise into a ltd. company with the state assets 
involved:

- state assets - 80 %
- natural persons - 15%
- reservation for Pension Trust - 5%

Term: one month after its registration with the Ministry of Economic Reforms 

Phase 2 (privatization of shares held by the State):

- natural persons - employees of the enterprise - 20 %
- owners - 40%



- assets left with the state (sold for vouchers only) - 25%
- traded in the free market - 15%

Term: 6-7 years 

2.7. Procedure for the share sale:

Phase 1

Term

Private capital 
Pension Trust 
State Assets 
to be traded 
for vouchers

to the employees 
to the owners 
in free market

Total assets

one month after registration

Phase 2

6 - 7 years

15% (3,250 thous. rubles) 15% (3,250 thous. rubles)
5% ( 925 thous. rubles) 5% ( 925 thous. rubles)

80% (17,575 thous. rubles) 80% (17,575 thous. rubles)

25% (4,394 thous. rubles)

20% (3,515 thous. rubles) 
40% (7,030 thous. rubles) 
15% (2,626 thous. rubles)

100% (21,750 thous. rubles) 100% (21,750 thous. rubles)

2.8. Information on the potential buyers (lessees)

1. Aleksejs Vasiljevs - passport No..........address.......

2. Valerijs Vasiljevs - passprot No......... address..............

3. Ludmila Arestova - passport No......... address............

4. Sergejs Mameko - passport No........... address...........

5. Valerijs Boikovs - passport No............ address.........

6. Veronika Matisane - passport No........ address..........

7. Viktors Matisans - passport No. ........... address.........

2.9. Means of payment, procedure and regulations.

2.9.1. Means of payment and their proportions:

- the LR privatization vouchers used for the privatization of not less than 25% 
of the state assets;
- current legal tender.

2.9.2. Terms of payment: see Article 2.7.



2.9.3. 10% discount is granted to the employees - owners of vouchers.

2.9.4. Cases when payment terms are prolonged are not anticipated.

2.9.5. Other terms - none.

2.10. List of obligations of the unit:

2.10.1. Obligations transferred: Company formed as the result of the state enterprise 
transformation is considered the successor of its rights according to the 
procedure provided by the LR legislation.

2.10.2. Additional obligations:
Obligations are transferred regarding the unfinished construction work; 
partners must be identified for common activities on and for use of the unit.

3. OPERATION OF THE UNIT AFTER PRIVATIZATION

3.1. The business plan of the unit is included in the Appendix.

3.2. Reorganization scheme for operation and management is included in the 
business plan.

3.3. Proposals how to increase the value of fixed assets:

The value of assets for the state enterprise as of 1/03/93 is 4,520 thous. rubles. 
It is anticipated that the value of assets will be increased by 3,250 thous. 
rubles, invested by natural persons - employees of the enterprise, and 13,980 
thous. rubles will be invested by state owned assets (the difference between 
the determined price - 18, 500 thous. rubles - and the assets of the state 
enterprise as of 1/03/93 is 4,520 thous. rubles).

The total value of assets in the company is 

4,500 + 3,250 4 13,980 = 21,750 thous. rubles

3.4. Management of the state owned assets is carried out according to the current 
legislation (the LR Law "On the Management of State and Municipal 
Property in Entrepreneurial Companies", Article 2, part 1) and Charter of the 
company.

Other kinds and terms of trading of state owned assets are provided in 2.11. 
and 2.6.1.

4. THE AGREEMENT (CONTRACT) MADE BY THE AUTHORS OF THE 
PRIVATIZATION PROJECT ON THE DISTRIBUTION OF 
REMUNERATION/BONUS. (CERTIFIED AND SUPPLEMENTED IN 
THE APPENDIX)



5. The privatization project was prepared: 25/03/93 

The privatization project was submitted _____

Information about the author(s) of the project:

Rezekne Consulting Firm "GRIFS-LTD"
LV-4600, LR, Rezekne, Atbrivosanas aleja 90
tel. 22381; 252558
N/k No. 100467038 LB Rezeknes nodala
kods31010l328



THE REPUBLIC OF LATVIA. MINISTRY OF AGRICULTURE 

LATVIAN STATE INSTITUTE OF AGRARIAN ECONOMY

A CONCEPTION
OF THE FORMATION OF LATVIAN GRAIN AND GRAIN 
PRODUCTS MARKET AND REORGANIZATION OF THE 

CONCERN "LATVIJAS LABlBA"

Responsible person 
Cooperation and administration
problems section 
researcher Andris Miglavs

Riga 1992

Short description of current situation

To date, state enterprises forming the concern "Latvijas labiba" operated in four main 
spheres:

- grain purchase and storage, including import operations;
- flour and groats production;
- bread and other bakery product production;
- mixed feed production.

Most of these enterprises are combined enterprises operating in several of the above 
mentioned spheres. It is almost impossible to reorganize them into separate, 
independent one operation sphere enterprises.

Beside that several infrastructure enterprises are functioning as well (see Appendix 1).

Together with the above mentioned functions. "Latvijas labiba" has also carried out 

several functions of national importance:

- calculation of grain amount necessary to fulfil inhabitants' needs tor bread and 
grain products;
- control over the use and storage of human consumption grain;
- control over the quality of state grain to be imported;
- regulation of prices for human consumption bread and grain products.

In accordance with the Republic of Latvia Council of Ministers Resolution nr. 471 

"Latvijas Labiba" shall quit its activities by December 31, 1992 and hand over its 

state functions in the market of grain and grain products to a new structure, at the 

same time carrying out the demonopolization of the branch.

A CONCEPTUAL SCHEME OF REORGANIZATION

1. Objectives of the concern's "Latvijas Labiba" reorganization.

1.1. Demonopolize the branch of grain, grain product and bread production.

1.2. Ensure the possibility for implementing :he free market principles.

1.3. Ensure the possibility for the state to keep control over the grain reserve, as well 

as over the prices of grain and grain products.

1.4. Maintain the systematical work of branch's enterprises considering their 
technological specialization and division of functions created during the previous 
periods.



1.5. Create preconditions for the privatization of branch's enterprises, observing the 
above mentioned objectives.

2. Basic principles of reorganization

2.1. Latvian grain and bread market is a united system which unites grain farmers, 
cattle-breeding product producers, grain processors and keepers, bread producers and 
sellers, consumers.

2.2. State regulates the grain market ensuring the correspondence between demand 
and offer. State influences the grain market by using:

- state grain reserve;
- state control over grain balance and foreign trade.

2.3. Latvian grain and bread market mainly consists of independent enterprises, 
which are independent economic entities and which represent several types of 
entrepreneurial activities based on the different forms of ownership. Each of these 
enterprises uses profitability as a criteria of the efficiency of its economic operations.

2.4. Competition among grain producers, grain purchasers and processors, as well as 
bread makers shall be developed. Competition among enterprises producing flour is 
limited, but not eliminated.

2.5. Present state enterprises of the branch may be privatized in accordance with the 
Republic of Latvia privatization laws, observing several additional requirements, 
which will ensure the development of the united system of grain and bread market, as 
well as guarantee the future functioning of the enterprises in accordance with their 
current specialization.

3. Stages of the reorganization process

Reorganization of the concern "Latvijas Labiba" is carried out gradually, in several 
stages creating preconditions for state grain market operations and privatization of 
branch's enterprises. (Fig. 1)

3.1. Prepare the conception of domestic grain and grain products market 
development.

3.2. Form a commission on the liquidation of the concern "Latvijas Labiba".

3.3. Create new organizational structures of the branch. 

3.3.1. Establishing of Latvian "Labibas Birojs":

- the temporary charter of "Labibas birojs" is worked-out in accordance with the 
Republic of Latvia law "On State Enterprise", at the same time considering the 
necessity and working on the Republic of Latvia law "On the State Grain Market";

- a structure of "Labibas Birojs" is formed at the Council of Ministers just after its 
charter is approved, including 3-4 state grain storage enterprises, grain laboratory, as 
well as specialists of grain market regulation;

- a commission on "Latvijas Labiba" liquidation hands over state functions in the 
sphere of grain market to the newly formed structure.

3.3.2. Foundation of joint stock company "Latvijas Dzirnavas".

- human consumption grain mills form a joint stock company "Latvijas Dzirnavas" 
envisaging in its charter the future possibilities and procedure of stock sale to all 
bakery enterprises, leaving to the state stock package which allows to prevent the 
adoption of unmotivated decisions;

- a commission on "Latvijas Labiba" liquidation hands over to the newly formed 
structure bread prices balancing, flour production coordination and some other 
functions.

All Latvia's bakery enterprises may become the members of this joint stock company. 
State share is represented by "Labibas Birojs".

3.4. Selection of administration structure of feed production enterprises (if 
enterprises consider that as necessary).

3.5. Liquidation of "Latvijas Labiba" activities. Legal successors to its rights, 
liabilities and property, correspondingly with their functions, are Latvia's "Labibas 
Birojs" and joint stock company "Latvijas Dzirnavas".

3.6. Prepare state enterprises of the branch for privatization and their privatization:

- during the 1st stage enterprises are transformed into the joint stock companies;

- during the 2nd stage candidates for bakery enterprises' privatization are selected;

- during the 3rd stage stocks of the newly formed stock companies are sold to 
physical and legal entities in accordance with the scheme envisaged in privatization 
projects and charters, considering the specific characteristics of the concrete 
subbranch's enterprises.
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- a balance of grain consumption and grain resources in the country;

- re-production conditions for agriculture producers in Latvia. 

4.2. Grain purchasers.

4.2.1. Grain purchase and storage enterprises.

4.2.2. Grain mills, that can simultaneously function as grain storage enterprises.

4.2.3. Animal feed production enterprises, that can simultaneously function as grain 
storage enterprises.

4.2.4. The national grain reserve. Any reliable grain purchase and storage company 
authorized by "Labibas birojs" can purchase grain for the national reserve on contract 
basis. Consequently, the above listed enterprises are grain purchasers for the national 
reserve.

The total amount of grain, grain amount purchased by individual enterprises, as well 
structure of the grain purchased are determined by the proportion of:

1) grain sales price and agriculture production sales price;

2) grain sales price offered by individual grain purchase enterprises.

The better price paid for human consumption grain rather than animal feed grain 
would ensure production of the needed amount of human consumption grain. But 
human consumption grain demand is limited by the actual bread consumption in the 
domestic market.
At present the above mentioned enterprises are mostly state owned, but in near future
their ownership and form of entrepreneurial activities would be changed, stock
holders companies would be established and stocks would be sold to natural and
legal persons.
Enterprises of the branch are commercial enterprises, that are to re-produce
themselves through their commercial activities.
Interest in grain purchase is a compulsory prerequisite to successful economic
functioning.
Taking into account, that their sphere of activity is in between grain purchase and 
grain processing, grain processing enterprises are to be aware of the fact, that storage 
expenditures are to be included into their production cost through higher grain 
purchase prices.

4.3. Users of the purchased grain.

4.3.1. Human consumption grain processing enterprises.

4.3.2. Animal-feed producers.

4.3.3. The national grain reserve.

4.3.4. Other processing enterprises ( spirits, etc.).
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4.4.3. Bread baking enterprises belonging to other owners.

In practice bread baking enterprises are independent commercial enterprises, and so 
there exist all the necessary prerequisites tor tree competition, that can still be 
strengthened by privatisation of the enterprises in accordance with ih-e Republic of 
Latvia legislation on privatisation of state enterprises. 
The following basic principles are to be taken into account:

- de-concentration and de<entralization of the enterprises, establishing new bakeries 
on the basis of departments separable from [he main enterprise;

- demand to maintain a certain minimum of bread sales and assortment amount, 
expressed in/ naturala izteiksme/ for a certain period of time;

- lease agreement for a period of at least five years can be chosen as privatisation 
means, in order to avoid sharp increase in bread prices (theincrease would be 
connected with the necessity to compensate purchase of the enterprise).

In the case of necessity a cooperative association could be established in order to 
solve problems of this branch of industry as well as for personnel training. 
The association should abstain from agreements on monopoly prices.
Establishment of the Association is not compulsory, if problems are solved through 

stock company "Latvijas dzimavas"- an enterprise established on the basis of human 
consumption grain mill enterprises.

4.5. Bread retail enterprises.

A variety of enterprise forms have developed in this branch of the industry. To 
increase it further the network of stores belonging to bread baking enterprises should 
be developed or cooperation between bread baking enterprises and stores should be 
developed, involving at the same time transportation service enterprises.

4.6. The customer.

The first function of the customer is to make money, choose the store, the 
sort of bread and to purchase as much bread as possible.



5. Latvian grain bureau

Latvia's "Labibas birojs" is the central instrument for grain and bread market 
regulation, which can be used by the state to ensure grain balance and influence grain 
market (Fig. 3).

Latvia's "Labibas Birojs" is a state enterprise, which elaborates proposals and. after 
they are approved, carries out national grain policy.

"Labibas Birojs" has the following functions:

1. Estimating of the total grain amount necessary for whole Latvian state currently 
and in the perspective future, including the division by grain sorts and quality.

2. Estimating of the total volume of grain production in Latvia currently and in the 
perspective future, including the division by grain sorts and quality. 

•
3. Making forecasts for grain produced in Latvia sale volume according to the 
volume, structure and quality.

4.. Predicting of Latvia's grain market prices, taking into consideration level of 
agricultural production expenses, and determining of grain purchase price 
correspondingly with the necessity to maintain State grain reserves.

5. Determining of the necessary grain import volume, including the division by grain 
sorts and quality.

6. Elaborating (and may be also determining) of grain import tariffs by separating 
each sort of grain.

7. Selection of grain importers and determining of their quota.

8. Dividing grain producers by zones (establishing different quotas and purchase 
prices according to the natural conditions for grain farming).

9. Preparing of proposals for determining the volume of State grain reserves.

10. Responsibility for the storage and transportation of the determined State grain 
reserve.

11. Economic guidance over grain import-export harbor.

12. Supervision over the state share in joint stock company "Dzirnavnieks" (coded 
name).

13. Inspection of state grain and exploitation of the state central laboratory of grain 
and grain products quality testing.

The legal basis of" "Labibas Birojs" activities is a charter approved by the Republic of 
Latvia Council of Ministers, prepared in accordance with the Republic of Latvia law 
"On State Enterprise". The economic basis of "Labibas Birojs" is allocations from 
human consumption grain processing enterprises, which independently from the form 
of their ownership are 0.5 % from the value of grain processed (is determined after 
the operation costs are calculated).

"Labibas Birojs" economic activities are guided by a director approved at the 
Republic of Latvia Council of Ministers.

General supervision over the activities and grain policy of "Labibas Birojs" is carried 
out by die Council of "Labibas Birojs" consisting of:

- 1st deputy minister of Agriculture;

- Head of Grain Department, the Republic of Latvia Ministry of Agriculture;

- representative of Latvia's monopoly activities control structure;

- Director of "Labibas Birojs";

- representative of the Republic of Latvia Finance ministry;

- authorized representative of joint stock company "Latvijas Dzimavas";

- representative of Latvian Farmers federation;

The Council is responsible for

- approval of state grain balance;

- control over the use of state budget;

- distribution of foreign trade quotas;

- supervision over the economic activities of "Labibas Birojs".

6. Joint stock company "Latvijas Dzirnavas"

6.1. Joint stock company's "Latvijas Dzirnavas" establishment and objectives.

In order to carry out the united human consumption flour production policy, as well 
as to coordinate the purchase and storage of human consumption grain and prevent



unmotivated differentiation of flour prices in the country caused by the different 
production, transportation and 'processing conditions, the establishment of a 
republican joint stock company "Latvijas Dzirnavas", which will control the activities 
ot" six former state flour production enterprises, shall be supported.

An important reason for the foundation of such company is the necessity to guarantee 
the possibilities of grain reserve storage in the enterprises of grain storage at the same 
time ensuring the possibilities of privatization.

The objectives of joint stock company "Latvijas Dzirnavas" activities are as 
following:

- guarantee the possibilities of state grain reserve storage;

- coordination of human consumption grain purchase;

- equalize flour prices;

- promote technological development of bread production.

This is carried out through the control packages in separate joint stock companies 
formed on the basis of the former state concern's "Latvijas Labiba" human 
consumption grain mills.

The other part of the shares of joint stock companies formed on the basis of 
transformed enterprises is sold to the employees of the enterprise and other physical 
persons (by using certificates), agricultural production producers (consumers of 
mixed feed) and other physical and legal entities.

6.2. Procedure of joint stock company's "Latvijas Dzirnavas" establishment and its 
liabilities towards the future privatization possibilities of subbranch's enterprises.

i - flour production enterprises establish a joint stock company "Latvijas Dzirnavas" 
investing in 30 % of their capital (which is determined in accordance with the assets 
evaluation methods used in the country). At the moment of joint stock company's 
establishment the above mentioned enterprises still keep the status of a state 
enterprise. The following activity spheres shall be envisaged in the charter of a joint 
stock company:

- guaranteeing and coordination of the state grain reserve's storage possibilities;

- coordination of human consumption grain purchase;

- equalizing of flour prices;

promoting of the technological development of human consumption grain 
production;

as well as the procedure of company's stock sale in the future:

- 30 % of stocks are left to the state and managed by Latvia's "Labibas Birojs";

- 24.5 % of stocks are transferred to the current state bakery enterprises without any 
compensation and at the ratio of Hour consume;

- 21 % of stocks are sold to the bakeries ot" consumer association at the ratio of their 
flour consumption;

- 10 % of stocks are reserved for their sale to other bakery enterprises at the ratio of 
flour consumption in them;

- 14 % of stocks are sold at the free market ( admitting the auction of stocks).

ii - state enterprises of flour production are transformed into the joint stock 
companies which charters envisage the following spheres of activity:

- grain purchase from grain producers;

- production of human consumption flour;

- storage of state grain reserves within the determined volume (required by "Labibas 
Birojs").

At the same time charters shall include the procedure of stocks sale:

- approximately 30 % of stocks (in separate enterprises it may waver) are invested 
into the joint stock company "Latvijas Dzirnavas" as a tangible investment;

- up to 25 % of stocks are reserved for sale to physical persons by using certificates;

- the rest is sold to grain producers and feed consumers or in accordance with the 
Republic of Latvia law "On privatization of state agricultural production processing 
enterprises".

iii - stocks of the joint stock companies are sold in accordance with the scheme of 
sale determined by the charter nf a company.

Due to this process state through the "Labibas Birojs" has a possibility to prevent the 
adoption of unmotivated decisions both in the joint stock company "Latvijas 
Dzirnavas" and in its participating stock companies ( local mills). At the same time 
state has no possibility to regulate all questions of flour production.
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Privatization of these groups of enterprises is to be carried out according to the 
same scheme as the above discussed enterprise group, with the exception, that instead 
of "Latvijas dzimavnieks". a part of shares would be allotted directly to the state.

This privatisation scheme would also apply to state enterprise "Gulbenes grauds". 

7.4. State Bread Baking Enterprises

This group includes the following enterprises: state firm "Druva", state firm 
"Baltmaiznieks", state firm "Abra", state firm "Ventspils maiznieks", state firm 
"Daugavpils maiznieks", state firm "Jelgavas maiznieks". state firm "Liepajas 
maiznieks" and staste firm "Rezeknes maiznieks".

Privatization of this enterprise group should be carried out in several stages, in order 
to maintain the network of competitive enterprises that, under qualified guidance, 
would preserve production ability, and to avoid sharp bread price increase, as a result 
of attempt to cover enterprise purchase expenses.

7.4.1. De-centralization of enterprises

Under this stage technologically independent production units are established on the 
basis of separate departments of the existing enterprises. These independent units are 
privatized as separate entities.

7.4.2. Choice of the Candidates

A privatization commission appointed by the state institutions announce public 
bidding and chooses candidates on competition basis, taking into consideration 
candidates' experience in bread baking industry, as well as the entrepreneurial 
abilities.

7.4.3. Purchase of the enterprise within definite period

The enterprises for privatization shall be given to the candidates on lease with the 
right of purchase. The following term are set:

- to maintain bread sales volume, regularity// and assortment;

- the enterprise cannot be transferred to the candidate before the end of five (seven) 
years term, during which all terms set by the lease agreement are fulfilled.

If not, the contract is broken and new public bidding announced.

7.4.4. Other state enterprises of the industry are privatized according to the general 
procedure.



Appendix 1

1. Human consumption grain processing enterprises

1.1. State company "Rezeknes Dzimavnieks" 
6 mills - 63 thousand tons per year 
department of mixed feed -122 thousand tons per year 
volume - 68 thousand tons

1.2. State company "Daugavpils Dzimavnieks" 
9 mills - 78.5 thousand tons per year 
11 mills - 32 thousand tons per year 
department of mixed feed - 235 thousand tons per year 
volume - 108.9 thousand tons

1.3. State company "Dobeles Dzimavnieks" 
2 mills - 48 thousand tons per year 
mixed feed plant - 166 thousand tons per year 
volume - 124.18 thousand tons

1.4. State company "Liepajas Labiba" 
12 mills - 27 thousand tons per year 
mixed feed plant - 192 thousand tons per year 
volume - 40.7 thousand tons

1.5. Riga state company "Dzimavnieks"
1st flour plant - 65 thousand tons per year 
2nd flour plant - 46.5 thousand tons per year 
groats plant - 31.5 thousand tons per year 
volume - 84.7 thousand tons

1.6. State enterprise "Jelgavas Dzimavnieks" 
3 mills- 55 thousand tons per year 
volume - 50.9 thousand tons

2. Grain purchase, storage and cattle-feed production enterprises

2.1. State enterprise "Jgkabpils Labiba"
mixed feed department -198 thousand tons per year 

volume -112.6 thousand tons

2.2. State company "Vidzemes Labiba"
mixed feed department -146 thousand tons per year 
volume - 60.98 thousand tons

2.3. State company "Madonas Labiba"

mixed teed department - 122 thousand tons per year 
volume - 34.7 thousand tons

2.4. State company "SalcJus Labiba"
mixed feed plant - 43 thousand tons per year 
volume - 39.3 thousand tons

2.5. State enterprise "Stende"
mixed feed department - 131 thousand tons per year 
volume - 22.2 thousand tons

2.6. "Riga mixed teed plant" (company with limited liability) 
mixed feed plant - 427 thousand tons per year 
volume - 9.8 thousand tons

2.7. State enterprise "lecavas Labiba"
mixed feed plant -122 thousand tons per year 
volume - 25 thousand tons

3. Grain storage enterprises

3.1. State enterprise "Gulbenes Grauds" 
volume - 16.4 thousand tons

3.2. State enterprise "Rigas Ostas Elevators" 
volume - 65.6 thousand tons

4. Bakeries

4. 1 . State company "Druva"
1st bakery - 1 13.5 thousand per day 
2nd bakery - 40.7 thousand per day 
macaroni plant - 1 1.5 thousand tons per year

4.2. Riga state company "Baltmaiznieks" 
1st bakery - 61.5 thousand per day 
2nd bakery - 23.8 thousand per day 
Jurmalas bakery - 19.1 thousand per day

4.3. State company "Abra"
bakery - 56. 1 thousand per day

4.4. "Vidzemes Maiznieks" (company with limited liability) 
bread department - 42.5 thousand per day 
bread-ring department - 5.7 thousand per day

4.5. State company "Ventspils Maiznieks"



bakery - 30.2 thousand per day

4.6. Stale company "Daugavpils Maiznieks" 
1st bakery - 44.1 thousand per day 
2nd bakery - 36.1 thousand per day 
bread-ring department - 3.3 thousand per day

4.7. State company "Jelgavas Maiznieks" 
bakery - 39.1 thousand per day

4.8. State company "Liepajas Maiznieks" 
1st bakery - 25.2 thousand per day 
2nd bakery - 35.7 thousand per day

4.9. State company "Rezeknes Maiznieks" 
bakery - 45 thousand per day

4.10. Entrepreneurial company "Aldona" (with limited liability) 
bakery - 30.5 thousand per day '•

4.11. "Strategic" (company with limited liability) 
stale bread department - 4.3 thousand per day

5. Social structure enterprises

5.1. Riga state company "Labibas Resursi"

5.2. State company "Labibas Sargs"

5.3. Specialized construction-assembling company "Dzimakmens"

5.4. Riga state research and production company "Grauds".



Limited liability company " Riga Mixed Feed Plant" 

11.03.1993 Nr. Ol/ 04/ 46 To the Ministry of Agriculture

RMFP announces that payment for the lease rights has been paid to the Finance 
Inspectorate of the Ziemelu region of Riga on 25.02.1993., Nr. 153, including payment 
for September through December 1992 of 548, 000 rubles, and 411,000 rubles for the 
first quarter of 1993, for a total of 959, 000 rubles.

Director
Ch. accountant

A.Pavlenkovs 
I.Biseniece



Republic of Latvia 
Ministry of Agriculture 
19 February, 1992

Permission

To lease the property of Riga MFP (for a period of one year)

Nr. 
1.

Object 
2.

Balance sheet value 
3.

1.

2.

3.

4.

Cafeteria for 50 persons
with equipment 180294

Wood workshop
with equipment 18942

Shop (100 sq.m.) 14424

Mechanic workshops
(building) 82593

Total:

Deputy director: O. Gulbis 
Deputy ch. accountant A. Astratova

296253



LEASE AGREEMENT

Riga September 31, 1992

Parties:
Ministry of Agriculture of the Republic of Latvia, henceforth " lessor", on behalf of
Minister D.Gegeris, acting according to the Resolution of Council of Ministers Nr. 142,
from April 31,1992, and
The limited liability company "RMFP" henceforth "Lessee", on behalf of deputy director
O.Gulbis, acting in accord with the charter registered on March 11,1991, Nr.
0003000045,
have mutually agreed on the following agreement:

1. GENERAL TERMS

1.1. The lessor provides, and lessee agrees to accept for use state assets in their 
condition in Riga, Gaujas street 5, on September 1,1992, which, according to stock 
taking, are valuated at 32,884,000 rubles (thirty two millions eight hundred eighty four 
thousand rubles). The inventory list is attached and is part of this agreement. The lessee 
is aware of the technical conditions of the assets.

1.2. The lessor is not responsible for lessee liabilities, and lessee is not responsible for 
lessor liabilities.

1.3. The use of the property does not imply any property rights to it. The property of 
the lessee is the income obtained from the use of the leased property.

1.4. Both parties must observe the rules of the Republic of Latvia, other regulatory 
acts, and this agreement.

1.5. The agreement is made for one year, from September 1, 1992 until August 31, 
1993. If the enterprise is privatized according to the corresponding law, the lessor 
terminates the law, notifying the lessee within a period specified by this agreement.

1.7. When the term of the contract has expired or if the contract is suspended before it 
has expired, it is the obligation of the lessee to return the property to the lessor in the 
same condition as it was leased, taking into account the normal depreciation of the 
property; it is stated by the lessor and lessee in written form.

Improvements to the property which have been made with the written permission 
of the lessee and cannot be separated, should be transferred to the lessee; its value is 
restituted to the lessor according to the price at the moment of lease.

Improvements to the property made without the permission of the lessee are not



restituted by the lessee.

2. LEASE PAYMENT

2.1. Payment for the usage of the leased property is 1,644,000 rubles (one million six 
hundred forty four thousand rubles) per year, i.e. five percent of the balance value of the 
assets at the time of lease.

The lease payment for the quarter is transferred to Ziemelu District Finance 
Inspection no later than the twenty-fifth day of the first month of the following quarter.

2.2. Payments for utilities (water supply, electricity, sewage system, etc.) are made by 
the lessor to the relevant institutions according to the determined procedure and the 
established tariffs and rates.

2.3. The lessor pays taxes and all other payments that are or can be levied on the 
property.

2.4. The lease contract and payment should be negotiated upon agreement of the 
parties. If the parties, however, cannot reach an agreement, the lessor invites an 
impartial state expert, and the expert's conclusion is final and binding for the parties:

2.4.1. if during the term of the contract, revaluation of the assets is carried out;

2.4.2. if the value of the leased property has decreased because of depreciation;

2.4.3. if the economic conditions determining the market in Latvia have changed, or in 
cases provided by the Law or other normative bills;

2.4.4. in other cases within the limits of one fiscal year;

2.5. If the revenue received by the lessee has increased due to the modernization or 
extension of production carried out by the lessor by investing his resources, lease 
payment is not negotiated.

3. RESPONSIBILITIES AND RIGHTS OF THE PARTIES.

3.1. The lessee undertakes to guarantee that the lessee is the only user of the property 
during the term of contract.

3.2. The lessor as the manager of the state property is rightful to control how the 
lessee uses and maintains the property, makes lease payments and other payments 
provided by the contract, and complies with paragraph 3.3.5.



3.3. The lessee undertakes:

3.3.1. To use the leased property according to the contract and property use statement. 
If the property is used for other purposes, written permission from the lessor will be 
necessary;

3.3.2. To maintain facilities and equipment according to the regulations for use, carry 
out regular repairs at his/her own expense and cover the property maintenance costs;

3.3.3. To pay for regular and capital repairs caused by the lessee's neglect;

3.3.4. Not to rebuild or reconstruct the premises and buildings without a written 
permission from the lessor; if permission received, to carry out these activities out at 
his/her own expense;

3.3.5. To carry out entrepreneurial activity, taking into account that the priority for the 
production and services is the requirements of the LR national economy.

3.3.6. To comply with the regulations concerning work-place and fire safety, 
environmental protection, and hygienic requirements;

3.3.7. To write off assets exclusively upon agreement with the lessor; a document 
should be drawn up;

3.3.8. To assume full responsibility for the maintenance of the leased property and 
restitute losses incurred to the lessor or to the third parties due to the fault of the lessee;

3.3.9. To rent out further the leased property without written permission from the lessor;

3.3.10. To insure the property;

3.3.11. To fulfil other obligations according to the provisions of the laws in effect.

4. RESPONSIBILITY

4.1. If the lessee does not settle the lease payment and other payments according to the 
contract on time, the lessee must pay a fine to the lessor of 0.5% of the sum not paid for 
each delayed day.

4.2. Payment of the fine does not free the parties from the fulfilment of the contract.



5. TERMINATION OF THE CONTRACT BEFORE THE TERM HAS EXPIRED

5.1. The contract can be terminated before its term has expired upon agreement of the 
parties or in cases where any of the parties have substantially violated its regulations, 
thus impeding further fulfilment of the contract; the other party should be notified about 
it three months in advance. If the parties cannot reach an agreement, the dispute is 
settled by the economic court.

5.2. The lessor is rightful to terminate the contract before its term has expired:

5.2.1. If the lessee fully or partially does not comply with the requirements concerning 
the use of the property;

5.2.2. If the lessee commits waste to the property intentionally or due to carelessness;

5.2.3. If the lessee has not settled the payments for three months after the term of the 
payment has expired;

5.2.4. If the lessee does not make regular repairs of the property according to the time 
and volume stated in the contract or supplementary agreement;

5.2.5. If the lessee has remodelled or reconstructed the premises or buildings, equipment 
and tools without the written permission of the lessor;

5.2.6. If the lessee has rented further the property without the written permission of the 
lessor;

5.3. The lessee is rightful to terminate the contract before its term has expired if the 
lessor does no fulfil obligations stated in the contract or supplementary agreements, or in 
other cases according to the legislation.

6. RESPONSIBILITY OF THE PARTIES.

6.1. The parties shall not be held responsible for failure to comply with this agreement 
due to causes generally accepted as force majeure, beyond the power and control of the 
parties, including fire, flood, explosions.war, and other extenuating circumstances.

6.2. The party affected by extenuating circumstances must inform the other party of 
such a situation within three days. If the other party requests documentation confirming 
the force majeure, it must be submitted.

6.3. The party must inform the other party in writing if the extenuating circumstances 
have ceased to exist, and must indicate when the agreement can be renewed.



6.4. If the circumstances mentioned in 6.1. occur, the agreement time is prolonged for 
the respective period of time.

6.5. If extenuating circumstances remain in effect for a period of longer than six 
months, each party has rights to break the contract, informing the other party 30 days in 
advance.

7. CONFIDENTIALITY

7.1. During the period that the contract is effective, both parties commit not to 
reveal confidential information, i.e., information concerning the business, services of the 
other party, as well as the other partners, etc.

7.2. This kind of information can be revealed only if there exists a written 
document approved by the other party.

8. ADDITIONAL CONDITIONS

8.1. An obligatory requirement of this contract is that both parties make a buying - 
purchasing agreement.

8.2. The lessee has first priority to renew the lease agreement after its expiration, 
if he/she has previously and to the best of his/her abilities met all the conditions of the 
agreement.

8.3. If the property included in the lease agreement is going to be privatized, the 
lessee has the rights to purchase it, observing the order and amounts stated in the law.

9. The agreement is written in duplicate in the national language, with one copy 
submitted to the lessor, and one copy submitted to the lessee.

The agreement consists of........... page(s), ........... appendix(es) on ......... page(s).

The official addresses of the parties:
LESSOR - The Ministry of Agriculture of the Republic of Latvia,............ 2 Republikas
Square, Riga

LESSEE - "Riga Mixed Feed Plant" Ltd.,.......... 5 Gaujas St., Riga

LESSOR ........................................
(signature) 

LESSEE ..................
(signature)



Riga

AGREEMENT ON THE PURCHASE OF WORKING CAPITAL

September 31,1992

The Republic of Latvia Ministry of Agriculture, henceforth called "Seller", represented 
by the Minister of Agriculture D. Generis and "Mixed Feed Plant" Ltd., henceforth called 
"Purchaser", represented by the deputy director 0. Gulbis, make the following contract:

1. The seller sells certain property to the purchaser - working capital - equal to 
2,725,000 LVR (two million seven hundred twenty five thousand roubles), but the 
purchaser undertakes to settle all the payments within the terms and amounts stated in the 
contract;

2. The contract is valid until December 15, 1992;

3. The sum of money stated in Paragraph 1 is transferred to the Ziemelu District Finance 
Inspection;

4. For payments not settled according to the terms stated in the contract, the purchaser 
pays a fine of 0.5% of the sum determined for each delayed day.

The fine paid by the purchaser does not exempt him/her from the fulfilment of contract 
obligations.

5. If the payments are not settled by the purchaser within three months after the term has 
expired, the seller is rightful to require exaction of the debt in the order provided by the 
Law.

6. Two copies of the contract in the national language have been made; one copy 
remains with the seller, the other goes to the purchaser.

Seller
(signature)

Seal

Purchaser
(signature)

Seal



The Republic of Latvia 
Minister of Agriculture

D. Gegeris 

04/03/93

DAIRY PRODUCERS ASSOCIATION "BAUSKAS PIENS"

No. 177 
02.03.93.

To: The LR Council of Ministers Chairman I. Godmanis

Copies to: The LR Minister of Agriculture D. Gegeris

Bauska District Agriculture Department Director G. Liepa

in connection with Article 2 of the LR Supreme Council Resolution dated 19/01/93 
"On the Order of How the Law On the Privatization of Dairy Processing Plants" takes 
effect.

According to the LSSR State Agroindustry Committee Resolution No 599, 
dated 11.10.86., the Bauska Dairy Processing Plant was handed over to the agrofirm - 
collective farm "Uzvara" as a low value state enterprise; it had the status of a 
subsidiary without a seal and bank account. The value of assets was 4,468 rubles, and 
their depreciation was 58.1%. It required tremendous effort to maintain the dairy 
combinat as a unit on a self- supporting basis and, after three years of unsuccessful 
entrepreneurial activity, establish itself as an independent unit against the monopoly 
of the collective farm for dairy processing in the district.

According to the LSSR State Agroindustry Committee Order No.43 dated 
05/03/90, the Reorganization Commission had to draw up documentation on the 
separation of the plant from the agrofirm, forming a state enterprise. Since the 
documentation was delayed until June 25, 1990, district dairy producers and 
processors founded the dairy producers' association to which, according to the LR 
CM decree No. 5-r dated May 23, 1990, as an exception, Bauska Dairy Combinat was 
handed over free of charge.

It is our opinion that during the course of these three years we have justified 
the confidence of the Council of Ministers:



Two years ago, "Bauskas Piens"was registered in the Enterprise Register as a 
limited liability company with 70% basic capital to the producers, 20 % to the 
employees, and 10% to service organizations.

We did not assign individually the fixed assets of the combinat, thus enabling 
them to be individually assigned only when the dairy producers privatization process 
is stabilized, not before 1994.

We did not bother the government of Latvia with our problems concerning 
milk collecting and processing, settling payments milk suppliers within a month's 
time.

On the basis of the above mentioned, we request that the Council of Ministers 
not cancel the Decree No. 5-r dated may 23, 1990, and gives permission to make 
amendments gradually, according to the LR laws and based on our three years' 
experience, to the Charter of "Bauskas Piens " Ltd., or change the form of 
entrepreneurial activity according to the wishes of the dairy producers.

Supplemented is the list of "Bauskas Piens" processing plants. 

Board Chairman A. Tiesnesis

A. Dicmanis, 
24655



Supplement to No, 177 dated 02/03/93 

Description of "Bauskas Piens" processing plants.

- The Bauska dairy processing plant (milkery) - specializes in whole milk 
products. It was built 1923, and reconstructed in 1967. Current buildings and 
equipment are worn out. In 1988, the load bearing wall of the main building broke 
down, which has since been restored; production was not interrupted. However, it is 
a temporary solution. Currently, a new plant for the production of whole milk 
products and dry skimmed milk has been started. 54.4% of milk produced in Bauska 
district has been received in 1992.

- The lecava dairy processing plant - specializes in soft cheese. It was built in 
1939 and has never been reconstructed. Only repairs have been performed. 15.7% of 
milk produced in Bauska district has been received in 1992.

- The Stelpe dairy processing plant specializes in butter production. It was 
built in 1939, and reconstructed in 1969. The buildings and equipment are suitable 
for the production of butter and are able to stand competition. 29.9% of milk 
produced in Bauska district has been received in 1992. In addition, the lecava plant 
has supplied 801.4 tons, and the Bauska plant 2321.0 tons of sweet cream. The total 
amount of milk used for butter production in Stelpe constitutes 85% of milk produced 
in the Bauska district.

General Director of "Bauskas Piens" A. Dicmanis



DAIRY PRODUCERS' ASSOCIATION 
"BAUSKAS PIENS" - A Limited Liability Company

CHARTER 

CHAPTER 1 

Article 1

The address of the Dairy Producers' Association "Bauskas Piens" (henceforth ~ Ltd. 
Company) is Stacijas street 2, Bauska, Latvia.

Article 2

The Ltd. Company is an entrepreneurial company - with limited liability, it has the 
rights of a legal entity, and according to the Republic of Latvia law "On 
Entrepreneurial Activities" it is an entrepreneur and is acting in accordance with the 
Republic of Latvia laws, civil code and this Charter. The Ltd. Company is a 
company with unlimited terms of activity.

Article 3

The Ltd. Company acquires legal authority from the time it is registered with the 
Republic of Latvia Register of Enterprises.

Article 4

The Ltd. Company may have tangible and intangible rights, and has the authority to 
undertake responsibility. It can be both claimant and respondent in court, and it may 
arbitrate (Ltd. Company Law, Article 5).

The Ltd. Company has an independent balance sheet and acts in accordance with the 
principles of economic accounting, self financing and currency. The Ltd. Company 
has it own account and hard currency account in respective banks. The Ltd. 
Company has its own seal and trademark.

Article 5

The Ltd. Company is a company of the Republic of Latvia which maintains foreign 
economic contacts and also operates also in foreign countries using foreign capital.

Article 6

The Ltd. Company is founded by the Dairy Producers' Association "Bauskas Piens". 
The Ltd. Company has been founded by restructuring the Dairy Producers' 
Association "Bauskas Piens" (registered in Bauska region People's Deputies Council 
Executive Committee on June 26, 1990) and is based on the Republic of Latvia 
Supreme Council Resolution of September 26, 1990, Article 4, on the restructuring of 
entrepreneurial companies in accordance with the Republic of Latvia legislation. The



Ltd. Company takes over the rights and responsibilities of the Dairy Producers' 
Association "Bauskas Piens".

Other physical and legal entities and share holders of the company who have signed 
company's foundation contract and charter can be considered the founders of the 
company . The following persons collaborate to carry out the joint economic 
activities of Dairy Producers' Association, "Bauskas Piens, Inc.": milk producers, 
milk processors; milk production, processing and sale enterprises and organizations. 
Inc. base capital (statutory fund) is made up of capital shares (henceforth - shares) - 
the property invested by partners. Share owners have the right to participate in the 
Association's management and receive dividends, profit shares, and in the case of the 
liquidation of the association, a liquidation quota, as well as other rights envisaged by 
the Charter. Association partners are persons who purchased capital shares after the 
Association was founded (Law Inc., Articles 2 and 3).

The Association has been renewed in accordance with the basic principles of Latvia's 
Dairy Producers' Association Charter of 1921, maintaining the former names of dairy 
processing enterprises:

Bauskas milkery, lecavas milkery, Stelpes milkery and their common title, Bauskas 
Dairy Kombinat. The Ltd. Company voluntarily joins the Republic of Latvia Dairy 
Producers' Association to carry out joint public and economic activities.

The Association may form one or several enterprises in any form of entrepreneurial 
activity envisaged by the legislation, taking into account the results of its economic 
activities and financial possibilities, or it may also as transform itself into a joint- 
stock company in accordance with the law "On Entrepreneurial Activity" Article 35.

The Association may initiate the transformation of the association's enterprises into 
joint-stock companies or other forms of entrepreneurial activities.

Article 7

The Association's partner receives a share certificate identifying him as a Ltd. 
Company partner and showing that he has invested his share and enjoys all rights 
allocated to a partner of the association. A share certificate is not a security (Ltd. 
Company Law, Article 26).

Article 8

The Association has full liability for its obligations with its property, as well as with 
the property of its partners.

The state bears no responsibility for the obligations of the Ltd. Company; the Ltd. 
Company bears no responsibility for the obligations of the state.

Partners bear no responsibility for the obligations of the Ltd. Company. 

The Ltd. Company bears no responsibility for the obligations of its partners.
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CHAPTER 2

The Main Objectives and Orientation of the Ltd. Company,

Article 9

I/ The basic goal of the Ltd. Company is to meet the demand of inhabitants, 
enterprises and other consumers for high quality dairy products, and to strengthen 
export potential.

21 The main objectives of the Ltd. Company economic activities are:

- to organize the purchase of raw materials and technical supplies needed for dairy 
production and processing;

- to intensify and improve dairy production and processing technology;

- to obtain the ownership over producer (company's partners) made goods and 
manage their sale;

3/ To achieve the projected goal and implement the above mentioned objectives, the 
Ltd. Company carries out the following:

- unites all phases of the dairy industry's technology into one producers' cooperation 
system;

- improves the technological process of dairy production, storage and processing, 
including the reduced volume of manual labor, and using scientific developments and 
experience of practicians, as well as purchasing modern equipment;

- develops and improves production and sale infrastructure, including the milk 
collection network;

- promotes the creation of favorable pre-conditions for all Ltd. Company partners;

- creates a partnership in accordance with the co-ownership rights and annual results: 
the investment of each partner serves as the measure of ratio;

- manages material-technical supplies, products processing, storage, sale and other 
cooperation spheres for partners of the Inc.;

- following the order of the Ltd. Company partners, finances the cooperation with 
scientific institutions while developing and implementing technological and other 
projects;

- concludes contracts with farms, state farms, private farms, individual producers and 
other enterprises on raw material deliveries in particular terms and manages this 
work;



- concludes contracts with enterprises, organizations and institutions (also foreign 
companies) on resources needed for dairy production and processing, supply and sale, 
including equipment, fertilizers, plant protection chemicals and others;

- concludes contracts with institutions, representing the interests of the Republic of 
Latvia, as well as with other organizations and enterprises on products sale or sells 
these products to other consumers by the prices agreed;

- surveys the market for goods and services produced by the Ltd. Company partners 
and development perspectives, submits to the Republic of Latvia Dairy Producers' 
Association proposals on production development in the country. The Ltd. Company 
may also carry out other forms of entrepreneurial activities which are not banned by 
the current legislation.

4/ The Association protects the interests of partners in relation with the state and 
other organizations.

5/ According to the decision of the Association's meeting of partners' representatives, 
it may carry out individual production and economic functions which do not 
contradict the Charter.

CHAPTER 3

Rights and Responsibilities of the Ltd. Company

Article 10

The Ltd. Company independently determines its spheres of operation, carries out its 
planning and organization, manages income distribution, sells products (labor, 
services).

The Ltd. Company independently determines prices and tariffs for products (labor, 
services), except state ordered products (labor, services), which are produced and sold 
to fulfil state order or purchase.

The Ltd. Company, by carrying out its entrepreneurial activities, ensures the 
fulfilment of state order or purchase, as well as prompt payment of taxes and 
allocations for the state social insurance fund. Other normatives and payments are 
not determined for the association (law "On Entrepreneurial Activity", Article 26).

The Ltd. Company must observe environmental protection, work and health 
protection, veterinary care and fire resistance requirement set up by normative acts 
(law "On Entrepreneurial Activities", Article 33).

Article 11

The legal relationship between the Ltd. Company as an entrepreneur and enterprises 
included in the entrepreneurial company are regulated by the Ltd. Company Charter



or agreement, as well as by the legislation on the corresponding form of 
entrepreneurial activity. The enterprises manage and use the property within the 
framework determined by the law and Ltd. Company Charter (law "On 
Entrepreneurial Activities", Article 9). The economic and other relationships between 
the Ltd. Company and other enterprises and organizations and citizens which are not 
a part of the entrepreneurial company is carried out on a contract basis.

Article 12

The Ltd. Company carries out operative and book-keeping accounts, compiles 
statistical reviews and submits to state institutions specific information determined by 
the law, and necessary for statistical records and tax calculations. Ltd. Company 
inspection is allowed only in cases determined by the law. The interference of state, 
public, or cooperative organizations in the economic or other activities of the Ltd. 
Company is not permitted until the Ltd. Company has implemented state control 
rights determined by the Republic of Latvia legislation (law "On Entrepreneurial 
Activities", Article 12).

Article 13

The Ltd. Company manages its material and technical resources for production and 
capital construction by purchasing them in the products and services market directly 
from producers for wholesale prices, including the annual market and auctions, as 
well as from mediator organizations and citizens.

Article 14

The Ltd. Company uses state bank credits, as well as credits on a commercial contract 
base. The Ltd. Company can deliver goods and render services on credit and 
receive from customers interest for it. Bills can be used by the Ltd. Company for 
the purpose.

Article 15

The Ltd. Company can choose to insure property assigned to it for entrepreneurial 
activity in state or commercial (private) insurance companies according to the 
relevant laws ( Law "On Entrepreneurial Activity" Article 27.)

Article 16

The Ltd. Company is has the right to export and import goods and services as well 
as capital according to relevant laws of the LR, international treaties and 
obligations, including obligations concerning taxes and customs duties, regulations 
concerning licences on exports and imports, and using hard currency subsidies and 
credits ( Law "On Entrepreneurial Activity", Article 28.).



Article 17

According to the LR Law "On Entrepreneurial Activity", Article 29., losses 
suffered by the Ltd. Company as the result of implementation of the municipal 
government bills or orders, are reimbursed by the state or municipal government 
budget; while disputes are settled in the court.

CHAPTER 4

Employees of the Ltd. Company

Article 18

Employees of the company are natural persons, hired on the basis of the contract. 
Rights of the employees are determined by specific laws concerning the particular 
form of entrepreneurial activity and labour code.

Mutual rights are determined and social needs ensured by a contract between the 
employer and the employee.

Article 19

The Ltd. Company determines additional vacations, part-time schedules or other 
social benefits within the limits of its resources allotted for consumption. The Ltd. 
Company can provide bonuses to the employees of health care, cultural, educational 
and sports establishments, kindergartens, catering organizations and other 
establishments which provide services to the employees of the Ltd. Company.

Revenue of each member of the Ltd. Company is determined by individual 
contribution to the final outcome of production, and are regulated by taxes and 
unlimited. Minimum salary for the employees of the Ltd. Company is determined 
by the LR legislation. The Ltd. Company determines the salary and form of 
payment.

CHAPTER 5

The Charter Fund of the Ltd. Company and its Sections

Article 21

I/ Property of the Ltd. Company consists of fixed assets, cash flow funds, funds 
and the reserves transferred to the company in the order provided by legislation.

21 In order to prepare and start the operation, the share holders form a charter 
fund, which consists of the material and monetary resources necessary to start and 
proceed with the operation of the Ltd. Company (Law on Ltd. Companies, Art. 
3.).
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Article 22

I/ Each share holder initially is represented by an investment of a share of the 
capital. The minimum value of the share is 100 rubles.

21 Share holders of the company may purchase assets in the following manner:

2.1. natural persons, employees, not less than the minimum share, 100 rubles.

2.2. natural and legal persons, suppliers of milk, for whom the sum is calculated 
according to the supplied milk - 2,000 rubles for each 1,000 tons of milk supplied, 
according to the contract.

2.3. organizations providing services to milk production, processing, and sale - 
2,000 to 6,000 rubles according to the Board decision.

2.4. other legal entities - 10,000 rubles according to the Board decision. 

Article 23

The charter fund of the company is 280,000 rubles, or 2,800 shares. From the sum 
total of the charter fund 5,000 rubles or 500 shares are allotted to the Board reserve, 
and 20,000 rubles or 200 shares to the employees reserve; it is used according to 
Board decisions.

Article 24

The Ltd. Company can commence operation when not less than 50% of the initial 
charter funds have been paid.

Resources constituting the charter fund are invested by the founder "Bauskas Piens" 
in any of the LR banks by the time the Board of the Ltd. Company starts banking 
operations according to the needs of the company within the authority determined 
by the Charter and at a meeting of the share holders.

Article 25

Investments can be made in the following manner (Law on Ltd. Companies):

- in cash, including hard currency; at an exchange rate determined by the Bank of 
Latvia;

- the value of the share can be fuliy or partly covered by property investment (Ltd. 
Company Law, Art. 12).

If property does not cover the value of the share, money is paid for the remaining 
share;



- intellectual property is treated as a property investment; and its value is expressed 
in terms of money according to the provisions of the Law on Ltd. Companies, 
Articles 15.2. and 17.2;

- investments of shares are made according to the provisions of Law on Ltd. 
Companies, Article 30. Property investment in the Charter fund from the common 
property of the Ltd. Company is formed over a longer period of time with the 
transition to a market economy. The specific amount of property investment and 
dates when the share holders may make additional investments are determined by 
the a share holders meeting.

Article 26

For a share not invested in full, the company issues a temporary certificate 
according to the provisions of Article 28, Law on Ltd. Companies.

Article 27

Reserve Fund of the Ltd. Company

1. It is a requirement for the Ltd. Company to form a reserve fund which will be 
used for unanticipated expenses.

2. The reserve fund of the Ltd. Company is constituted by compulsory deductions 
from profit. The compulsory deductions from profit into the reserve fund should be 
not less than 5% by the time the reserve fund is one third of the Charter fund. The 
general meeting of the Ltd. Company can determine a higher rate for the deductions 
and a larger share from the Charter fund. The compulsory deductions should be 
resumed when the reserve fund is less than one third of the Charter fund (Law on 
Ltd. Companies, Art.24.).

Article 28

The Ltd. Company forms other funds (Law on Ltd. Companies, Art. 25), and a 
statutory reserve for innovation, investments, and other funds. The size of funds 
and the order of formation is determined by a meeting of the Ltd. Company 
employees.

Article 29

The value of the share, 100 rubles, is indivisible and all the parts are equal. A 
share can have more than one owner. If a share has several owners, the share 
holder record book should indicate which individual represents the particular group 
of owners and the certificate for the share is issued in his/her name. All the owners 
of a share are equally liable for the obligations resulting from the common 
ownership of property (Law on Ltd. Companies, Art. 29).
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Article 30

The following order of investment/payment is determined by the Law on Ltd. 
Companies:

1. The share holder should invest full value of the share according to dates 
determined by the management of the Ltd. Company, so that each share is fully 
invested within a year from the moment of registration of the Ltd. Company. The 
company management reports to the LR Enterprise Register when the shares are 
fully invested.

2. A share holder pays a fine to the Ltd. Company for a delayed payment, 1 % for 
each delayed month.

3. If a share holder does not invest the determined sum within a month from the 
date determined by the Ltd. Company, the temporary certificate for the share 
becomes invalid. The management notifies the share holder on the cancellation of 
the temporary certificate. The management issues a new temporary certificate for 
the share, which has the same number, and hands it over to the new owner.

The former owner of the share gets back the invested sum only when the share has 
been sold in the manner determined by the management.

Article 31

Transfer of ownership for the share to another individual

1. If a share holder wishes to sell his/her shares, he/she submits a written 
application and certificates or temporary certificates for the shares to the 
management. The management offers the shares firstly to the current share holders. 
If several share holders are willing to obtain the shares, they are sold in proportion 
with the number of shares already owned by them. If the participants do not claim 
the offered shares, the management of the company has the rights to purchase the 
shares from their owners and sell them. Value of the shares is calculated according 
to the regulations determined by the management. If within a month from the date 
on which the certificates or additional certificates were received, the management 
has not sold the share, they should be given back to their owners, who can sell them 
using their own judgement. In case of decease of the owner, the shares are 
transferred to the heirs with the approval of the management, or the management 
has the rights to buy them.

Shares can be sold to other individuals who are not share holders of the Ltd. 
Company only with the approval of the meeting of share holders.

2. Ownership of the share can be transferred, in which case a special note is made 
in the certificate or temporary certificate.



3. Certificates or temporary certificates for the shares to be sold and the application 
of the share holder are submitted to the management of the Ltd. Company to be 
marked in the book containing information on the change of ownership for the 
shares. Entry into the book of the share holders concerning change of ownership of 
the share should be made within three days from the time the documents proving 
transfer of shares into the ownership of another individual are received.

Only fully paid shares can be sold

4. Shares of the company cannot be sold to individuals before the company is 
registered in the LR Enterprise Register. Exception to this is when shares are 
inherited in case of decease of their owner (Law on Lid. Companies, Art.31.).

Article 32

Terms on which the Ltd. Company obtains its shares

1. The Ltd. Company can obtain its shares if it reduces its Charter fund by 
withdrawing from circulation a certain amount of shares. The number of votes is 
changed for the owners of the withdrawn shares; certificates for the withdrawn 
shares should be made invalid.

2. In other cases, shares that have been obtained by the Ltd. Company must be sold 
within one year from the time that they are obtained. During that period, the owner 
of the share has no voting power. ( Law on Limited Liability Companies, Article 
32).

Article 33

Increase and reduction of the Charter fund

1. In order to increase and reduce the Charter fund, respective amendments to the 
Charter must be made.

2. The Charter fund can be changed only with the agreement of the general 
meeting. (Law on Limited Liability Companies, Article 33).

Article 34

The manner and procedure of increasing or reducing the Charter fund are 
determined by the Law on Limited Liability Companies, Articles 34, 35, and 36.

CHAPTER 6

Structure of Limited Liability Companies 

Article 35
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Managing institutions of the Ltd. Company

1. The managing institutions of the Ltd. Company are the meeting of share holders 
and executive institutions: the board, the general director and management.

2. The control and audit institution for the Ltd. Company is the audit committee or 
auditor.

3. Persons authorized by the groups of share holders participate in the meetings of 
share holders: one authorized person for 20 shares. The authorized persons are 
elected in the group meetings for a period of 3 years.

Article 36

A meeting of the persons authorized by a group of the Ltd. Company's share 
holders. ("Meeting of share holders" below).

1. The meeting of share holders is the highest management institution of the Ltd. 
Company. Share holders exercise their rights to participate in the management of 
the Ltd. Company by means of the share holder meetings.

2. Meetings take place on the premises of the management.

3. Meetings of share holders can be regular or random.

Article 37

Regular meetings of share holders

1. Regular meetings of share holders are called by the Board annually, not later 
than four months after the fiscal year has terminated.

2. If the Board of the Ltd. Company his not called a regular meeting on time as 
envisaged by the Law or the Charter of the Ltd. Company, the LR Enterprise 
Register can assign the Board to call the meeting of participants at the request of 
one or more share holders not later than one month from the day the resolution of 
the Enterprise Register has been announced.

Article 38

Random meetings share holders

1. Random meetings of share holders is called by the Board of its own accord, or if 
required by the audit committee (auditor) or share holders, if they represent not less 
than one tenth of the Ltd. Company's capital (Charter fund). The reasons for 
calling the random meeting and the anticipated agenda should be mentioned in the 
request. The Board is obliged to call the meeting within a month from the day the 
request has been submitted.
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2. If the Board does not call the random meeting of the share holders at the time 
provided by 38.2, the initiators of the meeting can apply to the LR Enterprise 
Register with a request to assign the Board to call the random meeting of share 
holders.

Article 39

Responsibilities of the meeting of share holders

1. Only the meetings of the shareholders are competent:

I/ to decide issues concerning alterations to the Charter;

II to decide issues concerning change of owners of the shares;

3/ to review the Board reports, approve the annual report of the company, and 
distribute the net profit for the last fiscal year;

41 to increase or reduce the Charter fund;

5/ to decide issues concerning liquidation of the company, termination or 
continuation of operation, the joining of other companies, or change of the form of 
entrepreneurial activity;

6/ to dismiss, appoint or elect board or audit committee members and auditors for a 
period of three years, to decide upon bringing a claim against them or refraining 
from it, and to decide about their remuneration. To approve the general director 
and board manager upon recommendation of the board;

II to approve and alter instructions which apply to the activities of the board, the 
general director, the management and the audit committee (auditor);

8/ to decide about issues on the formation of the company's subsidiaries, agencies, 
or their liquidation;

9/ the meeting of the share holders decides any issue concerning operation or 
management of the company if it is required by the board, or decides all other 
issues according to the Law, or which are beyond the competence of other 
institutions of the company;

Article 40

Participation at the meetings

1. Share holders have voting rights in the meeting only if they have fully invested 
their shares and are listed in the book of share holders at least 10 days before the 
meeting is called.
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2. Share holders can participate at the meeting in person or by sending 
representatives or authorized persons. Written warrants should be issued and 
attached to the minutes of the meeting. Board or management members cannot 
represent shareholders at the meeting.

3. Board and management members who are not share holders, audit committee 
members (auditors) and contractors may exercise deliberative powers at the 
meeting.

4. 20 shares constitute one vote at the meeting. The number of votes for a share 
holder is in proportion with the number of shares owned by him. There are no 
voting powers for shares reserved by the board for distribution and sale. The 
meeting of share holders has the authority to reduce the number of votes for a share 
holder if he does not fulfil the work or supply milk according to provisions of the 
Law.

Article 41

The procedure of the meeting

1. The meeting of shareholders is valid if more than half of the Charter fund is 
represented at the meeting. If a meeting announced in due time is not valid because 
of the lack of quorum, not later than within 15 days, another meeting shall be called 
with the same agenda, and it shall be valid irrelevant of the number of share holders 
with voting power present at the meeting. In order to decide issues concerning 
change of the Charter (except the increase of the Charter fund) and liquidation of 
the company, the necessary quorum should represent at least 3/4 of the Charter 
fund.

2. Decisions of the meeting are binding to the share holders if the decision on 
issues provided by Article 41, 1 (I/, 2/) of the Law on Ltd. Companies has been 
passed by at least 3/4 majority of the vote. Other decisions are valid if they are 
passed by a simple majority of the vote.

3. If an issue concerning expulsion of a share holder from the company is voted, he 
or his representative do not vote. The share holder or his representative also cannot 
vote if an issue on bringing a claim against him or refraining from it is voted.

4. Vote at the meeting is open; exceptions are cases when secret vote is required by 
at least one of the share holders. Secret vote is compulsory when board and audit 
committee members (auditor) are elected or dismissed, or when the decision is 
passed to bring a claim against them or to refrain from it.

Article 42

The Board of the Company
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1. The board, consisting of 12 members, is elected at the meeting of share holders 
for a period of three years, represents the interests of share holders in the period of 
time between the meetings and controls the activity of the general director and the 
management within the limits of competence determined by the current Charter.

2. The board of the company

- Develops a draft state order on behalf of the company. Reviews the compliance of 
the state order with the laws and settles the issue by state arbitration according to 
the procedure provided by the LR legislation;

- Closes summary contracts on behalf of the company with persons authorized by 
the state on the sale of the company's products within the state order and on the 
supply of the material and technical resources according to the amount of product 
sold to the state. Controls the implementation of contracts; if necessary, assigns 
this to the general director of the company;

- Develops regional long term programs for the branch, and programs for putting 
into practice the achievements of science and advanced experience;

- Develops programs for the activity of the board;

- Elects from among themselves, or appoints the board chairman for the operational 
management of «he company;

- Approves the raianagement members upon recommendation of the general director 
for a period of three years, provided that they can be replaced;

- Determines the authority of the general director and the management, and their 
salary;

- Approves additional payments for social maintenance from the company's funds 
and procedure of their payment upon recommendation by the general director;

- Determines the procedure of the formation of the insurance system for the 
employees of the company and risk capital, and deductions to these funds;

- Holds meetings to make operational decisions in the period of time between the 
meetings of share holders upon requirement, but at least quarterly;

3. The board has the authority to make decisions with a simple majority of the 
vote, if not less than 2/3 of board members participate at the meeting. In cases 
where the vote is tied, the chairman make the decisive vote.

4. The board decides issues on the formation of new economic and management 
institutions, and reorganization or liquidation of the existing enterprises, admittance 
or secession of the share holders in the period between meetings; these decisions are 
approved by regular meetings.
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5. Operational issues of the company are settled by the management of the 
company and hired technicians, managed by the general director.

Article 43

Hired technicians have the following functions:

- To take steps necessary for the fulfilment of contracts in due time, or their 
alteration if they are not profitable or cannot be fulfilled;

- To take steps for the fulfilment of the state order, or organize auctions to sell the 
material and technical resources;

- To provide legal defence for the operation of the company and its contracts;

- To organize the arbitration of the company;

- To analyse the economic activity of the company;

- To provide consultation to the employees on technology, economics, legal and 
other issues, if necessary;

Functions of other hired specialists are determined by the general director.

Article 44

The general director

- Organizes and controls the implementation of board decisions and those of the 
meeting, is personally responsible for the work of the management, and provides 
regular reports to the board on the results of the company's work;

- Manages property and the funds of the company;

- Makes economic and labour contracts;

- Represents the company's interests in the state and economic organizations;

- Hires or dismisses employees of the company according to the procedure provided 
by the legislation;

- With consent of the board, approves the staff and determines their salary;

- Issues orders which are compulsory for all the company's employees;

- Gives instructions which are compulsory for all the company's employees and 
share holders;
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- Makes decisions concerning other operational and financial issues, and fulfils other 
duties within the authority determined by the board;

Control of the activity of the general director, management, hired technicians, and 
audits are carried out by the company's audit committee, or the state, according to 
the current legislation.

Article 45

Management of the company

1. Operational management of the company is carried out by the management and 
supervised by the general director. The management supervises all the company's 
matters, is responsible for the operation of the company and accounts. The 
management represents the company, manages the company's property and funds 
according to the provisions of the Law and the Charter as well as resolutions and 
directions of the meetings of the board members.

2. The general director can appoint candidates to the board to substitute the missing 
board members; they are subject to the same regulations as for the board members. 
The general director of the company makes labour contracts with the management 
members.

Article 46

The LR Enterprise Register should be notified of all changes concerning 
membership of the executive institutions or changes concerning the right to sign 
documents.

CHAPTER 7

Annual report, balance sheet and distribution of profit

Article 47

The company keeps files, accounts and statistics, and prepares and submits the 
annual report and balance sheet according to the normative bills in effect.

Article 48

Distribution of the company's profit

I. When the annual report and balance sheet have been approved at the meeting of 
share holders, not less than 5% of the net profit goes to the reserve fund after 
deprecation deductions have been made. The meeting decides on the usage of the 
remaining sum. It also determines sums to be paid to other funds and dividends to 
be paid to the share holders. Dividends are paid only for fully invested shares.



2. A share holder cannot be compelled to leave his dividend at the company's 
disposal even temporarily.

3. Dividends which are not requested within three years are transferred into the 
company's property. Exceptions are cases when, according to the Law, prescription 
is considered interrupted or suspended. For dividends not requested on time, 
interest is not paid.

Share holders cannot be compelled to return the received dividends to the company, 
except in cases stipulated by the Law ( Law on Ltd. companies, Art. 46).

CHAPTER 8

Control and audit of the company

Article 49

Control and audit institutions of the company

1. Operation of the company is controlled by an audit committee (auditor) 
consisting of three members, or by permanent or temporary committees for the 
review of specific issues.

2. The audit committee (auditor) is elected at the meeting of shareholders for the 
period of three years.

3. Audit committee members (auditor) cannot be included in an executive 
institution of the company. Former members of the executive institutions cannot be 
elected to the audit committee/auditors for a period of three years after their 
secession.

Article 50

Activities of the audit committee (auditor)

1. Not less than one month before the regular meeting of share holders the 
management notifies the audit committee (auditor) that the annual report of the 
company has been prepared, the accounts have been balanced and the documents are 
available for the audit.

2. Audit committee (auditor) has the right to see and audit all the property of the 
company and check all the aspects of the company's operation.

3. Audit committee members (auditor) have the right to start auditing immediately. 
They take responsibility for inviting experts or specialists. Audit committee 
members (auditor) notify the management of the company on the invited persons,
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and determine their remuneration; this should be coordinated with the management 
in advance.

4. The audit committee (auditor) notifies the management and meeting of share 
holders on any discovered shortcomings or violations in the work of the 
management and other units subordinated to it.

5. In its report to the meeting of share holders, the audit committee (auditor) 
provides conclusions on whether the annual report has been prepared correctly, if it 
corresponds to the laws, Charier and company's books, if the entries in the books 
correspond to the covering vouchers, if the balance provides a clear and truthful 
picture of the status of the company, and whether the management has submitted all 
the necessary information, documents and explanations to the audit committee 
(auditor) for review.

6. Audit committee members (auditor) act according to the normative bills in 
effect. They are responsible for the losses incurred to the company or third parties 
caused by illegal or faulty actions. Audit members (auditor) are not responsible for 
the violations incurred by the management and units subordinated to it. (Law on 
Ltd. companies).

CHAPTER 9

The liquidation, reorganization, or declaration of loss of validity of the Ltd. 
Company

Article 51

General regulations on the termination of operation.

1. Operation of the company is terminated:

II in cases stipulated by the Charter;

21 by a resolution of the meeting of share holders (resolution of the sole founder);

3/ according to the Law on bankruptcy;

4/ by a court or arbitrage decision;

5/ if within a year after its registration, the company has not commenced 
entrepreneurial activity;

6/ if the company is transformed into another form of entrepreneurial activity in the 
case provided by Article 54;

II if it violates the LR Laws;



8/ in other cases provided by legislation.

2. In the case provided by Art. 1.7, operation of the company is terminated by a 
court or arbitrage decision if the company has violated the LR laws more than once, 
regardless of any warning.

Article 52

Liquidators of the company

1. Liquidation of the company is carried out by the board; in this case it is 
considered the liquidator. The meeting of share holders can elect other liquidators. 
When the liquidators have been elected, powers of the board have expired, but its 
responsibility is retained by the time the company is liquidated.

2. Upon a justified requirement, submitted by share holders representing not less 
than 1/10 of the charter fund, the LR Enterprise Register can appoint liquidators 
according to its judgement. Salary for the liquidators is determined by the meeting 
of share holders, but it can not be lower than for the management of the company.

3. A meeting of share holders may dismiss liquidators at any time and elect new 
ones. Liquidators appointed by the LR Enterprise Register can be dismissed 
exclusively by the LR Enterprise Register.

Article 53

Procedure of liquidation for the company

Procedure of liquidation for the company or its suspension and continuation of its 
operation, its transformation into another form of entrepreneurial activity is 
determined by the LR Law "On Limited Liability Companies" , provisions of 
Articles 51,52, 53, 54.

Article 54

Legal relations in the company, liabilities of the company, its founders and 
shareholders, audit committee members and liquidators are determined by the 
provisions of the LR Law "On Limited Liability Companies", Articles 55, 56, 57, 
58.

Article 55

The procedure of bringing claims by the company is determined by the provisions 
of the LR Law "On Limited Liability Companies", Article 59.
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From: Valmiera Dairy Plant
To: The Republic of Latvia Supreme Council

SUGGESTIONS ON AMENDMENTS TO THE LAW ON STATE DAIRY 
PROCESSING PLANT PRIVATISATION

Acquainted with draft law On State Dairy Processing Enterprise Privatisation- 
Document No. 311- Valmiera Dairy plant administration and employee 
representatives suggest that the Supreme Council of the Republic of Latvia proceeds 
with the second and the third reading of the Law, taking into account the following 
ideas expressed by representatives of the plant:
Article 16 provision on not more than 10% of asset allocation to plant employees 
does not correspond to employees' real investment into the development of the plant 
and its social sector in the post-war period. The figures given below prove this stand­ 
point:

(1) In a 26 year period from 1965 to 1990 capital worth Rbl.31.3 mil. (or Rbl.1.2 
mil. a year) was invested in the development of the plant:

1965 balance value was Rbl. 12 mil. 
1983 balance value was Rbl. 15.5 mil. 
1990 balance value was Rbl. 25 mil.

The state plan capital investment constituted only 25% of the whole amount of capital 
investment. Other investment resources came from the National Bank loans and 
special funds mainly. Allocation of these resources depended on production 
characteristics, namely, use of weigh and skim-milk for the maximum production of 
milk sugar, skim cottage cheese and buttermilk in the newly introduced of expanded 
production lines. The special funds were partially shifted to capital investment and the 
pay fund was respectively reduced.

(2) Construction works in the social sector and reconstruction of the plant (as part of 
the capital investment program) was partially carried out by employees of the plant 
and the dairies :

Rbl.307 thousand or 37% of the total amount in 1966; 
Rbl.180 thousand or 21% in 1967;



Rbl. 175 thousand or 26% in 1968; 
Rbl.213 thousand or 15% in 1969, etc.

A certain portion of the work was done during the joint-activity days by employees 
free of charge.

(3) According to the decree of the government of the Latvian SSR apartment houses 
( more than 100 apartments), office facilities (9 Riga street) and office/production 
facilities (27 Riga street) were given to the local government. Two food stores built 
by the plant were given to the Consumers' Association. Dormitories for the Food 
Industry School, where dairy and meat processing industry and catering workers are 
trained, were built under the guidance of plant specialists.

(4) The funds shifted to development of the plant reduced pay resources and dairy 
plant employees were paid less than those engaged in other industries. 
The average pay was:

Rbl. 83 per month in 1965;
Rbl. 132 in 1975; 
Rbl. 189 in 1985.

(5) The 1965-1990 planned profit was Rbl. 135 mil. (Rbl. 139 mil. in reality). The 
average annual profit was Rbl. 5.35 mil.
The plant has processed 8247 thousand tonnes of milk within the 26 years. A tonne 
of processed milk brought the plant Rbl. 16.85 profit. Taken into account the existing 
regulations on how profit is to be divided (regulations were changing periodically) 
about 20-25% of the profit (3 or 4 roubles from each tonne of milk, Rbl. 1-1.3 mil. 
annually) was left to the plant as funds for construction, promoting culture, bonus 
payments, basic funds, etc.

Background:
1) Average number of employees for the 26 years'period-1660;
2) Out of Rbl. 25.2 mil. basic asset value Jan.l, 1992, apartments constitute 
Rbl. 5 mil. (20%);
3) The average pay for dairy plant employees in the first nine months of 1992 
is Rbl. 3839 (in wine industry- Rbl. 9333);
4) The plant average revenue in we nine months of 1992 has been Rbi. 3449 
per employee;
5) Figures showing the plant profit in the 26 years'period contradict the 
popular ideas, that the plant has used up share of the profit belonging to dairy 
producers.

Considering, that the presented figures give an insight into employee contribution to 
the development of the plant, we request the following to be taken into account, when 
the Republic of Latvia Law On Dairy processing State Enterprise Privatisation is 
discussed further and passed:



To include into Article 16 the following provision:
Employees of the dairy plants preserve the right to at least 40% of the assets (20%
apartment assets and 20% of production facilities' assets).
Note: reduction of dairy processing industry employees' share might considerably
worsen the plant performance.

To include into Article 12 the following provision:
Dairy producers and processing plant employees have similar share (stock) purchase
discounts.
Note: plant employees will use mainly certificates to purchase shares of the plant, as
their pay has not been sufficient to accumulate extra resources for privatisation.

Acting as director, 
Valmiera Dairy Plant

Employee representatives: 
Employees-veterans

V. Tipsis

E. Aumeistare 
J. Ozols 
E. Lape 
V. Eglite 
J. Snil^eris 
V. Pavlovs 
Dz. Tetere

.
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CHARTER 
OFTUKUMA STATE DAIRY PROCESSING KOMBINAT

Charter of'Tukuma State Dairy Processing Kombinat 
is registered at the Republic of Latvia 
Register of Enterprises on

............................ 1991 Mr....

Charter of Tukuma State Dairy Processing Kombinat 
is approved by the Republic of Latvia 
Ministry of Agriculture on

16 June, 1991



I. GENERAL REGULATIONS

1. Tukuma state dairy processing kombinat is a state enterprise which carries out 
entrepreneurial activities using the state property designated to it and is subordinated 
to the Agricultural department of Tukuma region's Executive Committee of People's 
Deputy Council.

2. The kombinat is acting in accordance with the Republic of Latvia laws "On 
Entrepreneurial activities", "On State Enterprise" and its charter.

3. The kombinat is formed on the basis of the former Latvian SSR State 
agroindustrial committee's directive nr. 418 of August 29, I9XH.

4. The kombinat has the rights of a legal entity with its sepaiate accounts.

5. The kombinat has a seal with its name and attributes.

6. The kombinat has a full liability for its obligations with its property. State, its 
institutions and organizations bear no responsibility for the obligations of the 
kombinat, as well as the kombinat bears no responsibility for the obligations of the 
state, its institutions and organizations.

7. The kombinat uses hard currency and other bank accounts in any bank of the 
Republic of Latvia.

8. A location place of the kombinat is - the Republic of Latvia, 
Tukums, Jelgavas street - 7.

The following units are subordinated to the kombinat:

Kamlavas milkery -Tukuma region, Kandava, Lieln Sir. I 
Jaunpils milkery - Tukuma region, Jaunpils pagasts. 
They don't have the status of a subsidiary.

II. KOMBINAT'S OBJECTIVES AND FORMS OF ACTIVITY.

Enterprise's forms of activity:

9. Milk supply, production of milk and dairy products and their sale to trade 
organizations and other consumers of dairy products.

10. Carries out the state order in the procedure determined by the law "On State 
Enterprise".



11. Carries out import and export operations and develops other foreign economic 
relations in the order determined by the legislation.

III. COMMERCIAL AND FINANCIAL ACTIVITIES OF THE
KOMBINAT

12. The kombinat carries out commercial and financial activities by using the state 
property designated to it - basic capital, turnover capital and other material valuables. 

The distribution and use of the kombinat's capital is done in accordance with the 
fiscal plan of each calendar year.

13. The statutory fund of the kombinat on January I, 1991 is 1619 thousand rubles.

14. The kombinat may sell, change, give over for temporary use or liquidate its basic 
capital in the procedure determined by the Republic of Latvia Council of Ministers.

15. The kombinat may lend money to oilier enterprises and organizations of the 
Republic of Latvia with the permission of the Ministry of Agriculture.

All other material valuables the kombinat may independently sell, change, lease 
and give over for temporary use to the Republic of Latvia enterprises, organizations 
and physical persons.

16. A state enterprise receives bank credits and material technical resources 
necessary for economic activities in accordance with contracts concluded with a 
respective bank, producers, supplies' mediators, in markets and auctions in the 
procedure determined by the Republic of Latvia legislation.

17. The kombinat concludes a contract on the fulfilling of the state order in the 
procedure determined by the Republic of Latvia legislation. The contract defines the 
volume of production, work or services and the amount of those material technical 
resources necessary for fulfilling the state order the distribution of which is 
centralized.

State procurement shall not exceed 80% of the planned volume of the kombinat's 
production and services without the prior coordination with the kombinat.

State procurement made in accordance with the requirements of a law, is 
compulsory for the kombinat.

Disputes on the correspondence of a state order to the requirements of the law are 
considered by the State arbitration.

IX. The kombinat sells milk and skim milk products, cheese and butter in accordance 
with the concluded contracts.

19. A profit of the kombinat (in any currency) which remains after the taxes and 
other payments determined by laws and contracts are paid is used for social and 
production development and for material promotion in accordance with the mutual 
agreement.



20. The kombinat pays taxes at the rates and according to the procedures determined 
by the Republic of Latvia legislative acts.

21. The property of the kombinat shall be insured.

IV. RIGHTS OF THE KOMBINAT

22. The kombinat has the rights to form a property necessary for carrying out the 
objectives and other economic activities determined by its charter.

23. It may participate in different entrepreneurial companies in accordance with the 
law and upon getting permission from the Republic of Latvia Ministry of Agriculture.

24. It may involve itself in business, including foreign trade, credit and exchange 
operations in the Republic of Latvia and abroad.

25. According to the procedure determined by the Republic of Latvia laws it may 
establish its structural units, subsidiaries, departments, representative offices etc. both 
in the Republic of Latvia and abroad.

26. The guarantees of the kombinat's rights are as following:

26.1. The base capital, remaining pail of the profit and other material 
valuables can't be taken/confiscated from the kombinat, except in cases when 
the kombinat uses this property in violation of the procedures determined by 
the laws or the charter.

26.2. Physical or legal entities shall reimburse all losses they have caused the 
kombinat in violating its rights, including the profit not received as a result of 
this violation.

Disputes on the reimbursement of losses are considered by the court or 
state arbiltation.

V. MANAGEMENT OF THE KOMBINAT

27. The kombinat is managed by a Director appointed by the Republic of Latvia 
Ministry of Agriculture in coordination with the Agricultural department of Tukuma 
region.

28. In appointing a Director, the Ministry of Agriculture concludes a contract with 
him determining his rights, duties and responsibilities, salary and conditions for 
discharge.

29. A director of the kombinal has the right to:



- independently resolve all questions connected with the operation of the 
combinat he is in charge of;
- in accordance with the Republic of Latvia laws and kombinat's charter act 
on behalf of the kombinat without a special proxy;

represent the interests of the kombinat in state and self-government 
institutions and in all enterprises;
- establish and liquidate subsidiaries and representative offices;
- operate with the property and cash of the kombinat;
- conclude economic or labor contracts;
- issue proxies;
- open bank accounts and other accounts;
- approve the staff and salaries;
- issue orders and give directives which shall be observed by all employees of 
the kombinat.

30. A director of the kombinat hires and discharges the employees of the kombinat in 
accordance with the procedure determined by the labor legislation.

31. A director of the kombinat is responsible for all entrepreneurial liabilities 
required by the acts concerning protection against fire and explosives, as well as 
labor, health, environment protection according to the Republic of Latvia law "On 
entrepreneurial activity".

32. The kombinat is carrying out operative, book-keeping and statistical accounts in 
the procedure determined by the Republic of Latvia laws. The fiscal year lasts from 
January 1 of the calendar year to December 31.

The organization of turnover, accounting and reporting of the documents in the 
structural units of the kombinat is determined in accordance with the normative acts.

33. Bad debts, losses of goods and material valuables, obsolete and out of use 
equipment, as well expenditures for unfinished and not carried out constructions are 
written off from the balance of the kombinat with the approval of the director.

34. The inspection of the kombinat's financial and economic activities is initiated by 
the Ministry of Agriculture at least one time in two years.

Inspections may also be initiated by the State control, State financial inspection or 
judicial institutions.

VII. REORGANIZATION AND LIQUIDATION OF THE KOMBINAT

35. The kombinal is liquidated in the following cases:
- with a decision of the Ministry of Agriculture;
- in accordance with the law "On bankruptcy";
- if carrying out its activities the kombinat violates the Republic of 

Latvia laws;
- according to the decision of the court, arbitration or the Committee 
of Environment protection in the cases determined by the law.



36. If the kombinat's structural unit which is a legal entity is liquidated or 
reorganized the procedure of the liquidation is determined by the Director in 
coordination with the competent institutions correspondingly with the location of the 
structural unit.

When the demands of creditors are settled property and cash is transferred to 
the kombinat.

Charter of the TUKUMA STATE DAIRY PROCESSING ENTERPRISE comes 
into effect after it is registered in the Republic of Latvia Register of Enterprises.

Charter is coordinated with:

The Republic of Latvia Ministry of Agriculture,
Main Administration of the production and processing of cattle breeding products

Main Administration of the Economic 
and Social Development _

Legal Administration

Main Administration of 
Agrarian reform

Agricultural Department of Tukuma region's 
Executive Committee of People's Deputies Council.



Tukums Dairy Producers Cooperative 
Association was registered at the 
Republic of Latvia Register of 
Enterprises in Tukums on 3 June, 1992, 
NR. 920300176

CHARTER 

TUKUMA DAIRY PRODUCERS COOPERATIVE ASSOCIATION

I GENERAL REGULATIONS

1.1. A dairy producers cooperative association, henceforth Association, is an open 
cooperative association of agricultural production in which physical persons and legal 
entities capable of action, supporting the development of dairy farming in the 
Republic of Latvia and observing this Charter have voluntarily joined on the basis of 
cooperation principles.

The Association is registered and acts in accordance with the legislation, based on the 
Charter approved by the general meeting and observing the Republic of Latvia laws 
"On Cooperative Associations", "On Entrepreneurial Activity", "On the Republic of 
Latvia Register of Enterprises" and other laws of the Republic of Latvia and 
resolutions and directives of the Government.

1.2. The complete name of the Association is: 
Tukuma Dairy Producers Cooperative Association 
the abbreviated name is: Tukuma PKS

1.3. The address of the Association: 229800, the Republic of Latvia.
Tukums, Jelgavas str. 7

1.4. The Association has the rights of a legal entity. It has its own balance sheet, 
bank account, and seal with the name of the Association and other attributes.

1.5. To establish an association, at least 5 founders and a minimum capital of 5000 
rubles representing the shares paid by the founders is necessary. The founders 
summon a foundation meeting of the Association which approves the Charter of the 
Association. The Association gets the rights of a legal entity at the moment it is 
registered at the Republic of Latvia Register of Enterprises.

1.6. The main objectives of the Association are:

- to ensure the collecting, processing and sale of dairy products;
- to organize the supervision of cattle farming;
- to improve the qualification of the Association's members, fulfil their social 
interests and material needs;
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The Association operates in the following fields:

- collection of product and the organization of its processing;
- organization of trade;
- organization of material technical supplies;
- organization of actions concerning the improvement of qualification.

The Association has the right to establish enterprises, participate in entrepreneurial 
activities, as well as operate in other fields associated with cattle fanning in 
accordance with the legislation of the Republic of Latvia.

1.7. The Association is fully liable for its obligations with all of its property, 
which may be used for reimbursement correspondingly with the legislation of the 
Republic of Latvia. The state bears no responsibility for the obligations of the 
Association. The association bears no responsibility for the obligations of the state 
and the members of the Association.

II MEMBERS OF THE ASSOCIATION, THE RIGHTS, RESPONSIBILITIES 
AND LIABILITIES OF THE ASSOCIATION AND ITS MEMBERS

2.1. Any legal entity and physical person who has reached the age of 16 and has 
expressed a desire to join the Association may become a member of the Association if 
they support the development of dairy farming in Latvia and recognize and observe 
this Charter. To join the Association a candidate shall submit an application to the 
Association Board and pay at least one share within a month from the moment the 
Board has approved him as a member.

2.2. Each legal entity or physical person has one vote irrespective of how many 
shares they own.

2.3. Association members have the following rights:

- to participate in the activities and administration of the Association;
- to be elected to the Association's institutions from the age of 18;
- to elect the management and inspection institutions and be elected to them;
- to make use of the Association's experts and structures services;
- to receive complete information on the activities of the Association, and to 
receive dividends from the assets invested in the Association;
- to claim assets in the procedure determined by the Charter;
- to leave the Association receiving back their asset share.

2.4. Association members have the following responsibilities:

- to comply with the Charter of the Association and to fulfil the resolutions of 
the general meeting, the Board and inspection institutions;
- to meet one's liabilities towards the Association and take responsibility for 
them.



2.5. Association members are responsible for:

- the obligations of the Association with the part of their property invested 
into the Association;
- if, as a result of the failure to fulfil the resolutions and directions of the 
Charter, Board, general meetings, inspection institutions or directives of the 
Association's officials based on them, an injury has been caused to the 
Association, its members, state or third person, the member is responsible 
with the assets they have invested into the Association.

2.6. A member can leave the Association by submitting a written application. The 
last day of the operational year is considered as the day on which the member leaves.

A member loses his right to participate at the general meeting or occupy the elected 
posts in the Association the moment the application for leaving is submitted.

A member cannot apply to leave the Association after a decision on the liquidation of 
the Association is adopted. The former member is responsible for the Association's 
activities until the day he leaves. If a member dies, the day of his death is registered 
in the Association' s journal. As of this day, the rights to inherit the shares owned by 
the deceased member and the right to receive the annual dividends (of the deceased 
member) come into effect. If the legal heirs want to become the members of the 
Association, it is decided by the Association's Board. If the legal heirs are not 
admitted, they take responsibility only for those liabilities of the dead member, which 
existed before his death. An heir receives the inherited asset shares within a year 
after the respective annual report is approved.

2.7. If a member has not fulfilled his responsibilities anticipated by the Charter, by 
resolutions of the general meetings and administration institutions or separate 
agreements, the Board, at the request of the audit commission or Association 
members, may expel a member from the Association. The expulsion is approved by 
the general meeting, whose decision is final. The justification of expulsion shall be 
included in this decision. The expelled member shall be notified about the decision. 
The last day of the operational year is considered as the day of expulsion.

According to the claims submitted, The Association reimburses claims made against 
it from the founding capital of the member of the Association responsible for the 
losses. In this case, the member has the right to appeal the decision of the general 
meeting in court.

2.8. The Association has the following rights:

- to operate with its property and cash within the bounds defined in the 
corresponding legislation and this Charter;
- to undertake entrepreneurial activity;
- to cooperate with physical persons and legal entities in the Republic of 
Latvia and abroad, and to conclude the necessary (civil) legal contracts and 
acts;



- to develop the production and social infrastructure of the Association and its 
members;
- to sign agreements with other organizations and citizens both in the 
Republic of Latvia and abroad on the performing of functions of the 
representatives;
- to conclude contracts and determine the prices for goods which are 
produced and sold;
- to make the final decision on the distribution of Association's profit after the 
taxes and obligatory payments are paid;
- provide material support to its members in order to promote the 
development of joint activities and cattle farming;
- join other associations by keeping the status of a legal entity.

Ill MANAGEMENT OF THE ASSOCIATION

3.1. The General Meeting of the Association is the supreme management 
institution. The General Meeting is competent, if attended by more than a half of the 
members qualified for voting. To have the authority to amend the Charter, to make 
decisions on joining or leaving association unions, and to decide on dissolving the 
Association, the General Meeting has to be attended by at least two thirds of the 
members of the Association.

3.2. A member can be represented at the General Meeting either in person or by an 
authorised representative. In the latter case the document authorizing the 
representative shall be presented and attached to the minutes of the meeting.

3.3. The General Meeting is ordinary, extraordinary, open or closed.

3.3.1. The time, location and agenda of the general meeting shall be announced to 
the members by the board at least two weeks ahead.

The meeting is authorised to discuss only the issues planned in the agenda.

3.3.2. The regular General Meetings shall be held at least once a year, not later than 
three months after the end of the fiscal year. If the meeting has not been held within 
these time limits, the Audit Commission or any five members of the Association may 
call the general meeting of the Association members.

3.3.3. The extraordinary meeting is held:

- on the request of the Audit Commission;
- on the request of at least 1/10 of the Association members.

In the case of a request for an extraordinary General Meeting the reason for calling it 
must be indicated and the agenda for the meeting suggested.



The extraordinary meeting shall be held not later than one month after the claim has 
been received.

3.3.4. If approved by the General Meeting, an open meeting may be attended by 
persons who are employed by the Association on a contract basis but are not members 
of the Association, and other persons interested in the activities of the Association.

3.3.5. The closed meeting is attended by the Association members only.

3.3.6. A General Meeting has the exclusive right:

- to adopt and amend the charter of the Association;
- to review the Association board reports, adopt the annual report of the 
Association, and to divide the profit of the previous year;
- to elect the Chairman and the board of the Association, members of the 
Audit Commission and auditors, to dismiss them if necessary, and to decide 
on making claims against them or on the withdrawal of claims;
- to decide upon the establishment of the post of the Managing Director, as 
well as to adopt a natural person to this post or to dismiss them;
- to examine claims on the decisions of the board;
- to decide on the salaries for the Chairman, the Managing director, the board 
and the Audit Commission of the Association;
- decide on the introduction of the membership fees and their amount;
- to cancel board decisions on the establishment or dissolution of the 
administration, structural units, production units, representations and 
subsidiaries;
- to decide on reorganization, dissolving or proceeding operations and on 
entering other associations, and to make decisions in other cases, when the 
issue exceeds the limits of the board's competence.

3.3.7. Minutes of the General Meeting shall be recorded in a minutes-book. The 
minutes are signed by the Chairman of the meeting and the minutes-keeper. Decisions 
of the General Meeting are compulsory to all the members of the Association 
irrespective of whether they have attended the meeting or not.

3.4. The Association board, which consists of nine members, who are elected by a 
closed vote for a term of up to three years, manages the activities of the Association. 
The meeting elects the Chairman of the Board and the Deputy - Chairman, who both 
become board members from the moment they are elected. Persons elected to the 
Audit Commission do not become board members.

3.4.1. The General Meeting can elect board member candidates, that become 
members of the board, in the case of a board member leaving the post, or in the case 
of dismissal of a board member before the end of the designated term. Vacancies in 
the board are filled by member candidates according to the number of votes they have 
received at the member candidate election.

3.4.2. In order to ensure activities of the Association, the board establishes 
Association executive institutions.



3.4.3. Board meetings are held at least once a month or as often as necessary. Board 
meetings are called and chaired by the Chairman of the Board. The General Meeting 
is authorized to make binding decisions if it is attended by at least 2/3 (1/2) of the 
board members including the Chairman. To make a decision upon certain issue a 
simple majority of votes is needed. In the case of even number of votes, the 
Chairman's opinion is the decisive one.

3.4.4. Decisions passed by the board shall be recorded in the minutes-book and 
signed by the Chairman of the meeting and the minutes-keeper.

3.4.5. The Board of the Association examines and passes decisions on issues which 
are not only within the competence of the General Meeting. They are:

- to work out the prospective development plan for the Association;
- to accept new members to the Association;
- to pass decisions on starting, expanding and limiting the range of economic 
activities;
- to pass decisions on setting up new branches and executive bodies, as well as 
on the number of employees and their salaries;
- to adopt the division of responsibilities between the Chairman of the 
Association board and the Managing Director;
- to hire to the post and to dismiss the leaders of the separate units and, within 
the range of their competence, regulate their activities;
- to adopt the regulations of the Association;
- to submit annual reports, balance sheets, expenditure lists and the procedure 
of profit division for the approval of the General Meeting;
- to pass divisions on the use of the Association loan and surplus asset use;
- to develop suggestion on reorganizing the Association activities to ensure 
effectiveness improvement;
- to account to the General Meeting on the activities of the board.

3.4.6. In the case of a breach of the Charter regulations or General Meeting decisions, 
board members are fully liable as a group with all their property, in cases determined 
by the law, for damages caused to the Association or third persons through their 
activities.

3.5. The Chairman of the Association board manages the activities of the board.

3.5.1. The Chairman of the Association board is elected in a closed vote of the 
General Meeting for a term of three years.

3.5.2. The Chairman of the Association board:

- manages Association activities;
- represents the Association in the relations with the State, other enterprises, 
organizations and natural persons without specific authority;
- performs other duties assigned to him by the General Meeting or by the 
board;



- organizes the preparation and execution of board decisions;
- at the request of the separate units develops immediate and prospective 
plans;
- monitors the execution of the Association tasks and, if necessary, presents 
the board with his suggestions;
- arranges information necessary to the board;
- hires and terminates employees, whose hire is not within the range of 
competence of the board (unit leaders), and presents the leaders of the 
separate units for the approval of the board;
- the Chairman and the Chief Accountant or authorized persons sign contracts 
on foreign economic activities.

3.6. During the absence of the Chairman the Association is managed by the Deputy 
Chairman.

IV ASSETS OF THE ASSOCIATION

4.1. The assets of the Association consists of property and financial resources 
which have been invested in the Association to start and develop business operations.

The Association assets are divided into:
1) capital investments;
2) reserve capital;
3)special funds.

4.2. The property of the Association consists of capital investments, working 
capital, funds and reserves allocated to the Audit Commission of the Association, 
according to legislation.

To prepare for the business audit commission activities and to start business 
activities, the members create capital investments in the form of charter capital - the 
financial and material assets necessary to begin activities.

Each member initially is represented by investment - share capital. The 
minimum amount of the share capital investment is 10 rubles.

Members of the Association obtain capital shares in the following amounts:

1) employees of the Association in the amou '( not less than the minimum 10 
ruble share.

2) legal and natural persons - the milk supplier amount calculated according to 
contracts: 200 rubles for each 100 tons of milk delivered for processing;

3) organizations producing, processing and selling dairy products: 2000 - 
10,000 rubles according to the Board decision.

At first, the Association creates a Charter Fund of 250,000 rubles, or 25,000 
shares. From the total amount, a Board reserve of 50,0(X) rubles, or 5,000 shares, and 
an employee reserve of 20,000 rubles, or 2000 shares, are created, which can be used 
according to Board decisions.



The Association may begin activities when at least 50% of the Charter Fund 
amount has been invested.

The funds which form the initial charter capital are deposited in one of the 
banks of Latvia by the Tukums Cooperative until the Board of the Association begins 
to start bank transactions according to the needs of the Association, within the bounds 
determined by the Meeting of Participants and the Charter.

(Amendment to the charter from October 22,1992)

If pagast or regional associations are formed, the Tukums Cooperative Dairy 
Association will give the collecting stations and dairy processing plants which are 
found within the working zones (of the pagast or regional associations) to these 
associations upon their request.

4.3. The value of the charter capital fluctuates and, at the moment of registering 
the Charter of the Association, is 142,940 rubles.

The value of one share is determined by the founders of the Association, but it 
cannot exceed one thousand rubles.

4.4. The Association issues share certificates to members of the Association, and 
certificates of capital to the owner of the associated capital, where the name and 
address of the contributor is written, as well as the name of the bank, bank account, 
and the amount paid.

4.5. The Association has the right to fix the membership fee up to 1/4 of the share 
value. The membership fee is invested in the reserve capital of the Association.

4.6. Members seceding from the company receive their share of the Charter Fund.

4.7. Charter capital which is not withdrawn by the withdrawing member may be 
given to another member of the Association or inherited. If the receiver of the gift or 
inheritor is not a member of the Association, the share must be withdrawn according 
to the order stipulated by the Charter and the legislation of Latvia.

4.8. The Association can increase the Charier Fund by:

- accepting new members;
- increasing the number of shares to be paid by the members of Association;
- increasing value of the shares by transferring an amount of capital from 
profits to the Charter capital in an amount determined by the General Meeting.

4.9. The capital of the Association can be reduced:

- through payments to members seceding from the Association and receiving 
their part of shares;
- as a result of the operations of the Association.

4.10. The Association forms a Reserve Fund from entrance fees and its profits. 10% 
of the profits are allocated to the reserve capital until it is not less than 15% of the
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Charter Fund. At the moment when the Reserve Fund reaches 15% of the Charter 
Fund, the deduction from profits is stopped.

4.11. The Association can form special funds for different social or business needs. 
The formation and use of these funds is determined by the members of the General 
Meeting. They can be used for different business, educational and charity needs.

The special funds of the Association are formed from:

- part of the profit allocated for the purpose;
- the Association membership fees;
- donations and gifts.

4.12. Special annual membership fees, the size of which is determined by the 
General Meeting, are to be paid by members to form special funds.

Membership fees cannot be transferred to the charter or reserve funds of the 
Association.

V DISTRIBUTION OF ASSOCIATION PROFITS

5.1. The profit of the Association belongs to the Association.

5.2. Upon approval of the annual report, the payments determined by the Laws of 
Latvia and Government Regulations must be paid.

5.3. The distribution of net profits is determined by the General Meeting of the 
Association members according to the Charter of the Association. 

The profit after tax is divided for accruals and consumption.

5.4. The part for accruals is divided:
- to form the Reserve Fund;
- to increase the Charter Capital.

5.5. After the annual balance sheets and annual report have been approved by the 
General Meeting, not less than 10% of net profit (after deduction of taxes and 
depreciation) must be included in the Reserve Capital. The General Meeting decides 
on the use of the profit left. It determines amounts subject to transfer to other capitals 
(association funds), and determines the amount of dividends to be paid to the 
members. Dividends may be calculated only for those shares that have been 
completely invested.

5.6. The Association does not have the right to demand members to leave 
dividends for the use of the company even for a short time.

The payment of dividends begins one month after the decision of the General 
Meeting. Dividends are paid for three years.



5.7. If the dividend is not redeemed within one year, it is included in the reserve 
capital of the Association. If a member has not redeemed the dividend within three 
years he loses the ownership rights to that dividend.

VI ACCOUNTING AND REPORTING

6. The Association organizes accounting, bookkeeping and statistic report 
accounting according to the effective legislation.

6.1. The organization of reporting, bookkeeping, and documentation within the 
structures of the Association is determined by the Board of the Association according 
to corresponding legislation.

VII AUDIT AND CONTROL OF THE ASSOCIATION

7.1. The activities of the Association is audited either by the Auditor or the 
Auditing Commission.

7.2. The Auditor or the Audit Commission is elected by a secret ballot by the 
General Meeting for a term of three years. The Audit Commission elects a chairman 
from its members.

7.3. Members of Audit Commission or Auditor may not be a member of the Board 
or managerial staff of the Association. Former members of the Association 
management may not be elected to the Audit Commission for three years after their 
activities in the Association.

7.4. The Audit Commission or Auditor have the authority to make audits at any 
time. The Audit Commission or Auditor may conduct detailed audits, but may not 
conduct more than one general audit each year.

7.5. The Audit Commission or Auditor submits a report about the Audit activities 
to the General Meeting.

7.6. The board must notify the Auditor or Audit Commission that the annual report 
is complete and that the documents are ready for inspection no later than one month 
prior to the annual General Meeting.

7.7. The Audit Commission or Auditor has the authority to invite qualified experts 
or specialists and notify the Board of the Association .

7.8. The General Meeting allocates a certain amount of resources for use by the 
Audit Commission, the use of it being the responsibility of the Audit Commission. 
The Audit commission informs the General Meeting how these amounts are used.

7.9. The Auditor or Audit Commission must inform the Board of the Association 
and the General Meeting of violations discovered and deficiencies in the work of 
management and other units.



7.10. Audit Commission meetings are held as necessary, but not less then once in a 
quarter. It has authority if at least 2/3 of the members are participating.

7.11. The Auditor of the members of the Audit Commission act according to the 
corresponding legislation of Latvia and Charter of the Association.

7.12. Members of the Audit Commission are responsible for any damage or losses 
that have occurred as a result of their negligence or planned activities.

7.13. Members of the Audit Commission are not responsible for any violation of 
laws by management or other units of the Association.

VIII DISSOLUTION OF THE ASSOCIATION 

8.1. The association terminates its activities;

8.1.1. - according to the decision of the General Meeting;

8.1.2. - according a decision by the court;
- by declaring the Association insolvent;
- if the association has not started business activities within a year after being 
registered;
- if the association violates the law "On Cooperative Associations."

8.2. The Board of the Association must call the General Meeting and decide about 
the dissolution of the Association or to prevent the dissolution of the Association if a 
relevant situation arises.

8.3. The decisionmaker (the General Meeting or the court) elects or appoints the 
Liquidation Commission, which monitors the Liquidation of the Association.

When the Liquidator has been elected, the board loses its authority, but liability, in 
accordance with the legislation, is retained until the liquidation of the Association is 
completed. From this moment the Liquidation Commission assumes the functions of 
the board.

The General Meeting reserves the right to dismiss the Liquidators at any time and to 
elect new Liquidators.

Following the procedures set by the General Meeting, liquidators complete activities 
taken up by the Association, sell its property, collect money from the debtors, pay 
debts and satisfy claims.

8.4. Creditors submit their claims within three months from the day the 
announcement of the liquidation of the Association has been published.

8.5. Debts of the Association are repaid according to the procedure set by 
legislation.



8.6. Shares are returned to the members only after all of the debts of the Association 
are repaid.

8.7. The assets remaining after the Association has been liquidated, are divided 
according to the procedure set by the civil law.

The reserve assets remain undivided and are used as decided by the General Meeting.

On the due date set by the General Meeting, liquidators submit a report on their 
activities to the General Meeting, but when liquidation has been completed, 
Liquidators submit another report covering the whole liquidation period.

Chairman of the board, 
Tukums Dairy Producers' 
Cooperative Association

J. SkavarnoviCus

Director,
Tukums Dairy Producers'
Cooperative Association

J. Pjavans

Deputy director, 
Tukums Dairy Producers' 
Cooperative Association

I. Belinska

Chief accountant 
Tukums Dairy Producers' 
Cooperative Association

R. Praulina

Chief economist, 
Tukums Dairy Producers' 
Cooperative Association

A. Grinberga
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The Tukums dairy producers' cooperative association is formed on May 21, 1992. 
Dairy producers' cooperative association is an open cooperative union of agricultural 
goods production, formed on the basis of cooperation principles and uniting 
competent physical and legal persons which support the development of dairy 
industry in the region, while recognizing and observing the charter.

The association is a legal person. It has its own independent balance-sheet, bank 
account, seal with the name of the association, as well as other requisites.

The Tukums dairy producers' cooperative association includes 21 legal members and 
275 natural persons.

As determined by the charter, the association creates its initial base capital up to 
250,(KK) rubles, and may start its activities when at least 50% of the base capital is 
collected.

At the time of charter registration the value of association's base capital was 142,940 
rubles.

The primary operational areas of Tukums dairy producers' cooperative association 
are:

I. Ensuring high quality milk production and the development of dairy farming 
in the Tukums region

Regarding this issue, one of the main objectives carried out by the dairy producers' 
association is the establishment of a milk testing system and the creation of a system 
in pedigree work.

In the milk testing laboratory, Danish technology for determining the quality of milk 
samples is used to determine the content of fat, protein and sugar for each cow from 
farms, individual milk producers and share-companies. After the milk is tested in 
laboratory, the data is put into the computer where it is processed according to the 
particular program and after that this information is sent back to farmers and to the 
republican computing centers.

The establishment of this system provides farmers with the necessary consultancy on 
how to create a high-yielding herd. Supervision over the livestock will promote the 
recovery of the herd from leucosis.

The next objective ensuring stable milk production is the formation of a milk supply 
net, renewing of collecting stations and establishment of initial milk processing 
stations.

At present, milk collecting from share-companies is carried out by using 12 vehicles 
owned by Tukuma Lauktehnika and from individual milk suppliers by using 16 
vehicles from the state enterprise "Kurzemnieks".



Since September 1992, milk collecting in 5 pagasts of the region — Cere, Zentene, 
Matkule, Vane and Smarde, has been carried out with the vehicles of pagasts. That 
provides fuel economy and ensures the creation of economic milk collecting routes. 
By December 1992 it is anticipated that milk will be collected using pagasts vehicles, 
including Zantes and Slampes pagasts.

The dairy producers' association will take over milk transportation vehicles of 
Tukuma Lauktehnika and state enterprise "Kurzemnieks" onto its balance-sheet, and 
will form a unified parking lot under the supervision of Tukums dairy kombinat.

It is anticipated that the renovation of collecting stations of Zantes and Matkules 
pagasts will be undertaken, but in Zemltes pagasts renovation of GrenCu milkery 
(cheesery) will take place.

The Tukums dairy producers' cooperative association envisages the rendering of 
assistance to the members of the association, milk producers, both for machinery and 
for milk production equipment purchase.

II Improvement of dairy processing technology and sale of production

Under current market situation dairy processing enterprises shall direct their activities 
towards the introduction of new types of products - with lower content of fat, 
production of "home cheese", production packaged in different volumes and 
capacities.

In the current economic situation, high profitability (15%) can be achieved by 
producing "Bauskas" cheese.

The volume of dairy products production in 1993 and 1994 depends on the amount of 
raw resources received (Appendix 1) and could be the following (Appendix 2).

In January 1993, it is anticipated that the reconstruction of the cheese production 
department will begin in the Jaunpils milkery, increasing the cheese production 
volume to 2 tons in a shift. According to the current prices, the reconstruction of this 
department will cost 3 million rubles.

The dairy producers association has planned to create its trade net in Tukums, 
Jurmala, and Riga. The experience of a store already operating in Tukums that sells 
associations products exclusively indicates that products with a lower trade mark-up 
(up to 10%) sell better, thus increasing current assets.

At the moment, our production is sold as follows:

Place of sale % ratio of production sold

Tukums region 
Talsi region 
Jurmala 
Riga

23
13
45
17

\°
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The future trade volume in Riga and Jurmala shall be expanded through a net of 
stores in which the products of the association are sold.

Ill Improvement of the Tukums dairy producers' association's material-technical 
provisions

The analysis of current Tukums dairy komb/naf assets (Appendix 3) shows that the 
Tukums milkery operates with standard dairy production equipment, but Jaunpils and 
Kandavas plants utilize depreciated and obsolete technology. Therefore, in the near 
future, reconstruction of these milkeries will be imperative (as mentioned above 
regarding the Jaunpils milkery).

Taking into account the anticipated amount of raw resources and the reconstruction 
program, the balance of the labor force in the Tukums dairy kombinat shall be 
altered.

In the future, the Tukums dairy producers' cooperative association plans to establish a 
department for farm servicing, partially taking over some of the functions from 
Tukums Lauktehnika, and a supply service which will deal with the supply and sale 
of the machinery and raw resources needed for dairy production.

Chairman of the Board,
Tukums Dairy Producers' Cooperative Association

J. Skvarnovicus



Appendix 1

raw material from
to own enterprise

milk collection (t)
(t)

year
total

51500

1993
of that:

Tukums
26800

will send to Tukums (t)

total to production 51500 44850

Kandava
12200
2650
9550

2650

Jaunpils
12500
4000
8500

4000

year
total

55000

55000

1994
of that:

Tukums
28700

47700

Kandava
13000
3300
9700

3300

Jaunpils
13300
4000
9300

4000



Appendix 2

production (thousand rbl.)
Butter "Lauku", total (t)
of that: packed (t)
Cheese "Bauskas" (t)
whole-milk products (t)

of that:
2.5% butter-fat milk, total (t)

of that:
in bottles (t)
in poly-packs (t)
2.5 % butter-fat kefir, bottled (t)
35% butter-fat cream, bottled (t)
25% butter-fat cream, total (t)

of that: in 0.2 1 bottles(t)
5% butter-fat cottage cheese, unpacked (t)
2% butter-fat cottage cheese, unpacked (t)

skim-milk products, recalculated (t)
of that:
skim milk cottage cheese (t)

total

610000
1200
300
435

19800

5000

3500
200

1500
10

1700
340
660
400

7100
940

year 1993 
of that: 

Kandava Jaunpils

-

435
2780

60

-
-
-
-

340
-

100
-
3150

-
420

total

968900
1430
500
435

21600

5500

4000
200

1800
10

1800
400
800
400

7600

1000

year 1994 
of that: 

Kandava Jaunpils

-

435
3400

-
80

-
-
-
-
-

400
-

150
-
3150

-
420



Appendix 3
October 1. 1992 Stock-taking Results
Fixed Assets and Current Assets

(1) Fixed Assets
1 production facilities
2 buildings, transmission systems
3 power machinery
4 production machinery
5 measurement and maintenance equipment
6 computers
7 vehicles
8 equipment
9 dwelling houses

TOTAL

(2) Current Assets
1 raw materials
2 supplemental materials
3 packaging materials, bottles, containers
4 fuel
5 spare parts
6 equipment

TOTAL

Tukums
Milk

Plant

2375.5
309.4

24.9
2093.2

20
645.6
319.1
120.8
815.2

6723.7

2180.1
6097.7
3122.2
4336.6

124.5
150

16011.1

Tukums
Dairy

1916.9
292.8

7.9
1841.3

15.2
617.6
264.2
117.6
626.3

5699.8

917.1
5345.7
2860.8
3810.2

109.3
100.7

13143.8

of that:
Jaunpils

Dairy

302.3
5.2

-
29.9
3.2

-
36.2

1.2
128.4
506.4

1170.3
687.8

61.4
351
11.5
28.2

2310.2

Kandava
Dairy

156.3
11.4

17
222
1.6
28

18.7
2

60.5
517.5

96.7
64.2
200

175.4
3.7

21.1
557.1

(3) Product Output

(4) Money Resources

Director, Tukums Milk Plant

4161.6 4161.6

2947.6 2466.5 499 2.1

J. Plavans



Weigh and skim-milk are dairy by-products.

Under the existing specific production circumstances, 12 tonnes of surplus milk is 
produced daily within the operational area of Rujiena dairy. Besides, 1.5 tonnes of 
surplus separated cream is being produced every day.
Assuming that 1993 raw milk supply would be 70% of this year's amount, which is 
9944 t, the dairy would not be able to process a total of 1568 t of milk and it would 
produce 784 t of surplus separated cream over the next year.The dairy is going to sign 
a separate contract with Valmiera dairy plant on further processing of the raw milk 
and cream.

The dairy plans to increase cheese production and maturing by 5%. A cheese 
vacuuming machine, plastic packaging material and paraffin is needed to accomplish 
this goal.
To use skim milk better the Association plans to start skim milk cheese and skim 
milk cottage cheese production using the Association creamery facilities. The 
creamery needs to be renovated and improved with new machinery beforehand. The 
project cost and possible credit resources would be elaborated on in the project.

Rujiena dairy output is given in the Appendix Rujiena 2,p.l (see also other tables).

Price of the products will be changed depending on the situation and the market 
demand, as well as depending on energy and consumables' price, wages and other 
costs.

At the moment the raw milk price would be ~10% above the price of the take-over 
period.

All production cost calculations, but ice-cream, were made on the basis of Valmiera 
dairy plant data. Figures are given in Appendix Rujiena 3,p.l-3. The comparative 
method has been used to calculate the production cost for the second half of 1992. 
The 1993 production cost calculation includes the cost of various subsidiary 
resources. Gasoline price is taken at 70 Rbl./l. As a result the transportation cost 
increases three times and comprises a considerable part of the production cost 
increase.

The production cost calculation plans the raw milk price increase from 16 Rbl/kg in 
the final quarter of 1992 to 20 Rbl./kg and 30 Rbl./kg in 1993. The raw milk price 
increase is shown in Appendix Rujiena 5,

Expenditure calculation includes energy and technical resource price increase by 
~30% in the 1st case and by 60% in the 2nd case.

The 1993 profit planned at Rbl.49 608 500 would give a possibility to solve several 
problems essential to the dairy-- to improve fixed assets, to reconstruct the water-mill 
and to work out projects for skim-milk cheese, skim-milk cottage cheese and farmer's 
cheese production lines. 
In the case of need loans would be used.



It has to be taken into account, that selling the product might create some problems 
and money transfers might be delayed. If transfers are delayed 10-15 days, the cash 
deficit (~Rbl. 8 000 000 in the 1st quarter, Rbl. 18 300 000 in the 2nd quarter, 39 800 
000 in the 2nd half of 1993) has to be covered in order to ensure uninterrupted 
production.

The average monthly pay (including additional pay) in Rujiena dairy in August was 
Rbl. 4 200. The part of the average pay increase in the production cost has increased 
1.14 to 1.8 times (depending on the kind of product). Thus by the end of the year the 
pay would be in between Rbl. 4 800 and 7 580. No essential changes as to the 
number of emplyees are planned for late 1992 and the early 1993. Further pay 
increase up to the average of Rbl. 8 500 is planned in 1993 and it would require 
Rbl. 7.69 million (see Appendix Rujiena 1).

The Market Characteristics 

Ice-cream Sales

Ice-cream and ice-cream cakes are to be sold at the ice-cream stand and through the
Consumer Association stores within the Valmiera dairy plant supply area, that covers
five districts.
Surplus ice-cream is to be sold in Riga and other places. Only -50% of the ice-cream
production capacity is being used in summertime.Therefore ice-cream production will
be increased and part of the product will go to Estonia an other places. Ice-cream will
also be sold to Valmiera butter and cheese wholesale company (up to 80 t in winter
season and up to 101 over the summer months).
The raw casein will be sold to PuCurga dry casein plant or Rezekne canned milk
plant.

The final product received from Valmiera dairy plant in return for milk (cheese, 
butter) will go to:

- Association members and dairy employees,
- business partners,
- retail in Riga,
- retail in the neighbouring districts through the Consumer Association stores and 
privately owned stores.

The Association will work upon establishment of its own limited retail network.

Rujiena Dairy Technology and Technical Service Situation

Technical supplies and services to the Dairy will be provided on the contract basis. 
Contracts with the respective enterprise are to be signed in late 1992 or early 1993. 
Contract will be signed with the following enterprises: limited liability company 
Lauktehnikas apgads, Valmiera butter and cheese retail company, Valmiera dairy 
plant, other commercial enterprises, exchanges, plants in this country and abroad.

\v



Technical services to separate units of the dairy will be provided on contract basis. In 
some cases the dairy will be able to cope with the technical service on its own.

Services of the Dairy producers' Association

Rujiena Dairy Producers' Association would start providing services in 1993. The 
existing milk collecting network will be improved to ensure the dairy producers' 
access to the milk collecting network.
A milk control service will be introduced soon. Pedigree work will be resumed to 
improve the genetic qualities of the cattle and to guarantee the milk quality. The 
Association will provide consulting services on livestock. The Association plans to 
take part in the privatisation of the service enterprises ( LLT and Rujiena farm service 
/fermu mehanizacijas iecirknis/, etc.) and thus to provide qualified technical service to 
farms.

Jurata water-mill continues functioning. To introduce combined animal feed ( with 
vitamin and /re-mix/ )production there, reconstruction is needed. The product would 
be consumed by the Association members (livestock owners and other dairy 
producers). The mill produces //coarse// flour for animal consumption, groats and 
fine flour for human consumption. The mill plans to open semolina production. The 
mill reconstruction project will be worked out in 1993.

The Association considers the ways, how to supply the milk producers with the milk 
production equipment, detergents, filters, etc. It will supply the milk producers with 
farm equipment, fodder distribution systems and other equipment.

Rising the level and quality of service provided, the Association would help the dairy 
producers and increase their ability and incentive to produce milk of a better quality.

At the end of the fiscal year members of the Dairy Producers' Association will receive 
dividends, depending on the number of shares and the amount and quality of the milk 
brought to the dairy. Association is ready to analyse its relations with the producers 
and to improve them.

Chairman of the Board,
Rujiena Dairy Producers' Association

J. Jasans



Working capital surplus will comprise Rbl. 4 million ( 2 million— working capital 
given to the Association by Valmiera Dairy plant and 2 million estimated Nov.-Dec. 
profit).

Assuming, that Rujiena Dairy production cost would be about 10% lower than 
Valmiera Dairy plant average, it would comprise Rbl. 49.3 mil. in Jan.-Mar. period, 
Rbl. 96.7 mil.in Apr.-June period and Rbl. 166 mil in the next six months of the 
year (Variant 1).

Variant 2 would give [ part missing]

The raw milk price comprises 78% of the expenditures, which is:

If resource price (compared to Oct.-Dec. period of year 1992) increases by
30% 60%

Jan.-Mar. Rbl.46.9 mil. Rbl.48.7 mil. 
Apr.-June 93.5 97.5 
July-Dec. 160.1 170.7 
1993 total 300. 316.9

Consumables and gasoline demand in Jan.-Dec. would be covered by 30% only. This 
entry comprises about 10% of the production cost. It would be:

If resource price (compared to Oct.-Dec. period of year 1992) increases by

Jan.-Mar. 
Apr.-June 
July-Dec. 
1993 total

30%
Rbl. 6.0 mil. 

12.0 
20.5 
38.5

60%
Rbl.6.25 mil 

12.5 
21.9 

40.65

Average pay ( million Rbl.): 
Jan.-Mar. 1.92 
Apr.-June 1.92 
July-Dec. 3.84 
1993 total 7.69

Working capital needed:

If resource price (compared to Oct.-Dec. period of year 1992) increases by
30% 60%

Jan.-Mar. Rbl.54.82 mil. Rbl.56.87 mil. 
Apr.-June 107.42 111.92 
July-Dec. 184.44 196.44 
1993 total 346.69 365.23

Revenues from sales will reach the estimated amount, unless products pile up in the 
store-houses or money is not transferred to Rujiena dairy bank account on time.



The above mentioned obstacles may occur, which, in return, would create resource 
deficit. In order to ensure continuous production process, ways to cover the potential 
deficit are to be found. The deficit might reach Rbl. 8000 thousand in Jan.-Mar., 
Rbl. 18300 thousand in Apr.-June and Rbl. 39800 thousand in July-Dec.

A. Klimenkova, researcher
the Institute of Agrarian Economics
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This project is prepared in compliance with the LR Laws "On the Transformation of 
the State and Municipal Enterprises into Statutory Companies", "On the Order of 
Privatization of property in the State and Municipal Units (Enterprises)", "On Joint- 
Stock Companies" and determines the procedure, terms and the main phases for 
privatization of the state firm "Druva".

GENERAL TERMS

1.1. The state firm "DRUVA" (henceforth - Firm) is a state enterprise, formed in 
accordance with the provisions of the LR Law "On State Enterprises", carries out 
entrepreneurial activity on the state property assigned to it. The firm is supervised by 
the LR MOA.

1.2. The state firm "Druva" is registered with the LR Enterprise Register June 10, 
199 l,No. 000300708.

1.3. The firm is located in Latvia, Riga, 1 Ganibu dambis iela 27.

1.4. Before nationalisation the enterprise was owned by the state.

2. Balance sheet of the firm

2.1. The balance sheet of the firm for 1991 is on Appendix 1.

2.2. The balance sheet of the firm for 01/07/92 is on Appendix 2.

3. Information on the lessees of the firm and lease contracts

3.1. Information on the lessees of the firm's property and lease contracts (name of 
the company or enterprise, location, other data) are included in Appendix 3.

4. Privatization methodology

4.1. A closed LR joint-stock company is formed with Latvian capital based on the 
firm.

4.2. Shareholders of the joint-stock company will be:

1. A person representing the state owned property - a representative authorized 
by the LR MOA - ____________________



2. Other shareholders - natural and legal persons which, according to the LR 
Law "On Joint-stack Companies", are rightful to own shares in the company.

4.3. The goal of the company and main objective is entrepreneurial activity, food 
and consumer goods supplies to the Latvian residents, realization of profit according 
to the social and economic interests of the company and shareholders, and facilitation 
of the economic development of the LR.

4.4. Main focuses of the entrepreneurial activity:

1) production and sales of bread and bakery products;

2) production and sales of macaroni;

3) production and sales of consumer goods;

4) production, purchase and sales of agricultural products;

5) construction, repair and building construction works;

6) communal services;

7) organization and operation of public catering;
8) 

exports and imports, barter and compensation deals, leasing;

9) trading activities (purchase and mediator activities);

10) sales of goods for hard currency;

11) overseas economic activities;

Other activities in compliance with the LR legislation.

4.5. Assets of the joint-stock company are worth 2,200,(KK) (two million, two 
hundred thousand) Latvian rubles. The face value of one share is 1,000 (one 
thousand) Latvian rubles, total number of shares is 2,200 (two thousand, two 
hundred) shares, including ___________ employees' shares.

AH the shares issued by the joint-stock company are in the owner's name.

The joint-stock company issues ordinary shares and employees' shares. The 
employees' shares are traded at 20% discount.

4.6. Assets of the joint-stock company are distributed as follows:

1. State property is 51% of the assets in the joint-stock company. They include: 
fixed assets, cash flow funds, investment in unfinished construction work, current 
buildings, constructions and value of other immovable property.



The state property is held by the MO A (representative - _________). 
Revenue from the state owned shares goes to the state property privatization fund.

2. Other shareholders own 29% of ordinary shares.

3. Employees own 20% of ordinary shares.

Shareholders and employees pay the worth of their shares in Latvian rubles. At the 
time of joint-stock company registration, shareholders and employees pay 25% worth 
of their shares.

4.7. 5% of basic capital of the joint-stock company are compulsory deductions to 
the Pension Trust formation.

4.8. Management institutions of the joint-stock company are its Council and 
Board.

The Council consists of 9 members:

1. Council Chairman - J. Rekuns
2. Deputy Chairman - MOA representative
3. Council members: D. Candere
4. N. Antonevica
5. M. Asare
6. A. Mironovs
7. G. Cincajevs
8. A. Alesins
9. MOA representative

The Board consists of 9 members

1. Board President - P. Petrusenko
2. Deputy - MOA representative
3. Board members: V. Mihailovskis
4. M. Dmitrass
5. T. Kosuskina
6. L. Gusackova
7. V. Bisofs
8. A. Latvele
9. MOA representative

Activity of the joint-stock company is inspected by an audit committee which consists 
of 3 persons:

1. M. Meistare
2. M. Pukite
3. L. Smergele



5. Privatization Phases 

5.1. Privatization phases for the joint-stock company:

1. Approval of the privatization project according to the Law "On the Order of 
Privatization for the State and Municipal Property (Enterprises)".

2. Formation of the Privatization Commission which will perform all the 
activities necessary for privatization according to the LR Law " On the Privatization 
Commissions for the State and Municipal Property".

3. Property of the joint-stock company is valued according to the Law 
and Regulations on the order of valuation for the property to be privatized.

4. The joint-stock company should receive permission from the LR Ministry of 
Finance to carry out entrepreneurial activity

5. The joint-stock company should be registered with the LR Enterprise Register.

6. Valuation of Property to be Privatized

6.1. Valuation of state property is carried out with the Privatization Commission 
decision according to the data from the inventory of the property.

6.2. During valuation the following should be taken into account:

fixed assets; 
cash flow funds; 
other cash flow funds; 
unfinished construction units 
accounts payable.

Authors of the privatization project: 
Petrusenko, Latvele, Gusackova, Kosuskina



FEED PROCESSING STATE ENTERPRISE
STENDE

PRIVATISATION PROJECT



1. BACKGROUND INFORMATION ON THE ENTERPRISE

1.1. Name of the ministry
The Ministry of Agriculture of the Republic of Latvia

1.2. Name of the enterprise
Feed Processing State Enterprise Stende

1.3. The Unit for Privatisation
The whole enterprise

1.4. Enterprise registration at the Enterprise Register of the Republic of Latvia 
No. 000303997, November 28, 1991

1.5. Legal Address of the Enterprise
DumpiSu iela 6, £ tende, Talsu rajons

LV - 3257
phone: 232-74675, 74668, 74687, 74559 
fax: 232-74675

1.7. Bank account number of the enterprise
No. 000404703, Talsi branch, the Bank of Latvia

1.8. Base capital of the enterprise on March 1, 1993 comprises 262 000 LVR

1.9. The capital distribution
100% state capital

1.10. Enterprise investment into other entrepreneurial companies
Share Company Latvijas Agrobiria - 100 thous. LVR 
EizenSteina iela 53, Riga Registration No. 4

1.11. Major operational areas as defined by the Charter

1.11.1 .Feed production and sales according to state order and contracts;

1.11.2.Purchase of human and animal consumption grain, seed and hay for the needs 
of the state;

1.11.3.The supply of the entrepreneurs and population with flour and groats products 
within the limits of the state order funds;



1.11.4. Commercial mediator activities and trade;

I.I l.S.The enterprise is allowed to perform foreign economic activities, 
to brganise joint ventures or new plants in accordance with the law;

1.11.6. The enterprise is allowed also to perform other entrepreneurial activities.

1.12. Structural units of the enterprise in Latvia - none

1.13. Branches of the enterprise abroad - none

1.14. Land area used by the enterprise - 4.5 ha in Stende
0.4 ha in Talsi

1.15. Information on natural and legal persons that lease the unit or a part of the 
unit and on lease agreements: 
Kandava Radio Plant 
Assets leased - facilities 240 square meters 
The term of the agreement - year 1994.

1.16. Enterprise balance sheets for the last three years (attached as appendixes)

2. PRIVATISATION OF THE UNIT

2.1. Privatisation method - transformation into an entrepreneurial company

2.2. List of the enterprise assets under privatisation

feed production facilities with storages
silos-type grain storages 
scales
flour storage
grain storages in Stende and Talsi
heating facilities
mechanical workshop
energy sector
administrative building
machinery and equipment
production and technical supplies (inventars)

2.3. Valuation of the un.'l



2.3.1. Proposals for inviting experts

2.3.2. Approximate calculation of the set price of the unit according to the balance 
sheet

2.4. TERMS OF THE UNIT PRIVATISATION

2.4.1. Tangible assets of the enterprise are used to ensure primary operations of the 
enterprise, the primary operations are open for changes.

2.4.2. No change envisaged in the production

2.4.3. To secure workplaces, with the exception of non-productive and
administrative posts. An increase of workplaces in the reconstructed facilities 
is planned.

2.4.4. Investment guarantees - though the ministry or with the investors directly.

2.4.5. Environment protection tasks are executed in coordination with the Ministry of 
Agriculture of the Republic of Latvia.

2.5. CAPITAL SHARES OF THE ENTREPRENEURIAL COMPANY

2.5.1. The Distribution of Capital Shares of the Entrepreneurial Company:

left to the state - 30% 
of that: to be transferred to old-age pension funds - 5 % 

left in the reserve and to be sold for 
certificates only - 25% 

also left to the state (the municipality) -10%
to be sold to employees only - 30% 
to be sold to other natural and legal persons - 30%

2..5.2. Kinds of the entrepreneurial company shares and their proportion:

nominal value of the share 100 000 LVR 
number of shares 2 620

2.5.3. The procedure of capital share sale:

paid at the moment of purchase -10% 
the rest paid within one year



2.6. INFORMATION ON THE POTENTIAL PURCHASERS

2.6.1. Natural persons:

2.6.2. Legal persons:

2.7. The main areas of operation:

feed and feed additive production;
flour and groats supply;
commercial activities;
trade;
transportation service;
other services.

2.8. MEANS OF PAYMENT. THE PROCEDURE OF PAYMENT

2.8.1. The means of payment envisaged - the Latvian Rouble (LVR) or the Lats (Ls).

2.8.2. The terms of payment

First payment - 10%, the remaining part - within a year. No preferential terms 
or discounts envisaged.

2.9. LIABILITIES OF THE ENTERPRISE

All liabilities with legal persons, including lendings, bank loans and other 
liabilities are transferred.

2.10. THE TIMING AND STAGES OF PRIVATISATION

The privatisation begins at the moment of signing the contract and is 
completed within one calendar year.



3. OPERATIONS OF THE ENTERPRISE IN THE PERIOD AFTER 
PRIVATISATION

3.1. A business plan of the enterprise is given in the appendixes.

the date of preparation 

the date of submission 

authors of the project



Draft 2.02.93.

NON- PROFIT ORGANIZATION 
PRIVATIZATION AGENCY "AGROKONVERSIJA"

Charter

Approved:
The Republic of Latvia 
Ministry of Agriculture

Registered
The Republic of Latvia
Enterprise Register
No.

I GENERAL TERMS

1. Non-profit organization - privatization agency "Agrokonversija" is a state non­ 
profit organization ("Agency" below)

2. The full name of the organization in Latvian is: ...................
In English: Non- profit organization - agency "Agrokonversija"

3. Legal address of the agency is: Riga, Republikas Laukums 2 
Bank account: .................................................................

Agency is a legal entity, its has a separate balance sheet, and a seal with a full name 
of the Agency. With the moment of its registration in the LR Enterprise Register, the 
Agency has the rights of a legal entity.

5. The Agency operates according to the LR Law "On Non-profit organization" and 
the current Charter. The Charter is approved by the Ministry of Agriculture.

6. The Agency has accounts in banks.



II SPHERE OF ACTIVITY AND OBJECTIVES

7. Agency has one owner, its is founded by the Ministry of Agriculture in the name 
of the state with a permission of the LR Council of Ministers.

8. The goal of the foundation and activity of the Agency is to ensure the privatization 
of state property under supervision of the MOA, supervision of state capital 
in enterprises, units and entrepreneurial companies according to the LR 
legislation.

9. Agency:
9.1. provides methodical guidance to privatization process according to branches 

(consultations, lectures, training courses, methodology and models and 
development of sample documents);

9.2. develops privatization programs, provides conclusions and develops
recommendations for the liquidation of enterprises, reorganization, sanation, 
conservation or sale of property, transfer of state property to municipal 
governments; it submits recommendations to the MOA or other state 
institutions on the usage of state property, including formation of new state 
enterprises, or alterations in the lists of enterprises (units) to be privatized 
approved previously by the MOA;

9.3. receives privatization programs submitted to the MOA, and applications of 
buyers, keeps privatization programs and arranges documentation;

9.4. coordinates and manages assessment of programs in the MOA, develops
conclusions on them and submits them to the MOA committee for approval.

9.5. declares privatization of property, develops information on the terms of 
purchase for the state property and provides it to the potential buyers, 
including advertisements in the foreign press;

9.6. according to the LR legislation and normative bills organizes sales of
property subject to privatization, including sales of state owned assets (shares) 
in entrepreneurial companies; it takes part in the valuation of units and 
provides conclusions on the determined price of the property;



9.7. approves suggestions included in the privatization programs on providing
loans/credits for the formation of entrepreneurial companies, or structures to 
provide services to them.

9.8. ensures stock-taking and supervision for the state property in the specific
branch, including state capital invested in entrepreneurial companies; submits 
suggestions to the MOA concerning candidates for the state manager (proxy); 
ensures remuneration for their work in the order provided by the LR 
legislation;

9.9. ensures stock-taking and registration for the leased state property;
ensures remuneration to the authors of programs, experts and technicians;

9.10. develops suggestions for new normative bills, or amendments to the current 
which cover the privatization process and ensure supervision of the state 
property;

9.11. deals with other issues related to the privatization of the particular branch 
within the limits of its competence determined by the MOA;

RIGHTS, DUTIES, RESPONSIBILITY

10. Agency is competent to carry out entrepreneurial activity according to the 
provisions of the current Charter and not prohibited by the LR legislation.

11. Agency can open accounts in banks and other credit institutions.

12. Agency is entitled to property and other rights, it can make contracts and deals, 
including foreign trade and credit operations in the LR and abroad.

13. Organize task forces and hire experts and technicians on contract basis.

14. Require information, issue orders and instructions within the limits of 
competence provided by the current Charter.



15. Agency is obliged to preserve confidential information containing commercial 
secrets of individuals and legal entities, which has become known to the 
Agency during privatization.

16. Agency is liable for its obligations with its property. The state is not liable for 
the obligations of the Agency, and the Agency is not liable for the obligations 
of the state or its institutions.

IV RESOURCES

17. The material basis for the Agency is formed by state capital allocated for the 
needs of the Agency by its founder - MOA; it is transferred under the 
supervision of the Agency.

Charter fund is constituted by monetary resources and property invested.

18. All the Agency's property is owned by the state. The order of running movables 
and real estate owned by the state is determined by the MOA according to the 
legislation of the LR.

19. Basic capital (charter fund) for .......................................................1993 is......
thousand Latvian roubles.

20. Agency uses resources of the privatization fund allocated by the MOA and 
reports to the MOA about it.

21. Basic capital of the Agency can be increased by investments from its economic 
activity and new slate investments according to the decision of the founder - 
MOA.

22. Property and resources of the Agency are used:

- to maintain personnel of the Agency;
- to ensure functioning of the Agency;
- to provide remuneration for the state property privatization commissions, hired 

experts, technicians, and authors of the implemented privatization programs;

- to ensure organization, information and technical side of the state property 
privatization process;



to provide funding to private entrepreneurs to produce particular goods or offer 
services according to specific programs;

to stimulate (provide funding) the development of structures offering services 
to private entrepreneurs;

to provide guarantees to the processes of demonopolization and sanation; 
for the retraining of individuals who have lost their jobs during privatization 
process;

to provide remuneration to state proxies (representatives); 
for the social development of the Agency;

Agency cannot use its resources for purposes different from those stated in the 
Charter.

23. The reserve fund of the Agency is constituted by the sum by which the revenue 
exceeds the expenses of the Agency when the balance sheel is made up; 
resources allocated from privatization fund are counted separately. Profit tax 
is not levied on it.

24. An estimate is developed annually for the usage of the reserve fund, and it is 
approved by the MOA.

25. Basic resources of the Agency worth the remainder ??? should be insured.

V Management and control of the Agency

26. Agency is managed by a director. The director is appointed or dismissed by the 
MOA on contract basis.

27. Director of the Agency

- manages operation of the Agency, so that it fulfils its assignments;

- acts in the name of the Agency without a special warrant of attorney, 
represents it in state institutions, establishments and organizations, as well as 
in its relations with other legal and natural persons;

- manages property of the Agency in the order determined by the MOA, 
makes deals in the name of the Agency, opens bank accounts, issues warrants, 
makes other deals of economic character;



- determines and approves the staff of the Agency, their salaries and duties of 
work;

- hires and dismisses employees of the Agency;

- issues orders and instructions;

- determines the procedure of circulation, registration and reporting of internal 
documents;

28. Control over the Agency can be exercised by the LR MOA, or Ministry of 
Economic Reforms once a year...?

VI OPERATION OF THE AGENCY

29. Agency operates on self-financing principles.
Agency develops an organizational and financial plan annually and submits it 
to the MOA for approval; twice a year it reports to the MOA about the 
implementation of the plan. Agency can make a contract with the MOA to 
fulfil specific functions.

30. Resources of the Agency are constituted by:

- resources from the privatization funds allocated to the MOA; they are 
handed over to the Agency;

- resources developed from the entrepreneurial activity of the Agency;

31. Agency does accounting and statistics in the order determined in the LR and the 
Director of the Agency. The year of operation is from January to December 
31.

VII REORGANIZATION AND LIQUIDATION OF THE 
AGENCY

32. Agency is liquidated or reorganized with a MOA decision.
Decision on liquidation and reorganization of the Agency is made by the 
MOA. The reorganization procedure is also determined by the MOA. 
Liquidation of the MOA is carried out according to the LR Law "On 
Entrepreneurial Activity" and Law "On Non-profit organization". In case of 
liquidation state property is returned to the MOA, but the unused privatization 
fund resources transferred back to the State Privatization Fund.



LATVIJAS LABIBA (PRESS SUMMARY) 

Diena, December 1992- January 1993

The liquidation commission of the concern Latvijas labiba has started functioning on 
Jan.4, 1993. The liquidation commission was established at the end of 1993 to 
replace Latvijas labiba with new structures. It consists of the former staff of the 
concern and representative of the Ministry of Agriculture. The commission has taken 
over management of the concern. No significant changes in bread baking are 
expected, as the commission has stressed its primary goal would be to preserve state 
assets and to ensure bread production during the reconstruction period.

Activities of the concern have been stopped to comply with the Council of Ministers 
November 9, 1993 resolution , that, in turn, was initiated by State Control. State 
Control says the concern has misused the monopoly situation and increase in bread
prices could not be justified.

9
Reconstruction of Latvijas labiba takes place according to the following procedure: 
State enterprise Labibas birojs will be established by Feb. 1, 1993 and stock company 
Latvijas dzirnavas— by March 1,1993.
Labibas birojs will establish and control (regulate) the grain market. Still chairman of 
the liquidation commission Amis BerzinS says a Law on Grain should be worked out 
beforehand. The Law shall state grain storage regulations, the amount of the national 
grain reserve and the procedure of trade in grain. Labibas birojs will include a state 
inspection to deal with grain quality testing and setting grain import and export 
quotas. A new feature would be an open competition for the right to purchase grain 
abroad.

With the establishment of Latvijas dzirnavas bread baking and mill privatisation 
should be completed within three or five years. Amis BerzinS thinks this would 
dissolve bread production and price monopoly.

The former staff of Latvijas labiba has not been dismissed yet, but the president of 
Latvijas labiba Jevgenijs LukaSonoks has taken a vocation. Staff of the concern 
comprises about 60 people, that have been notified of their would-be dismissal.

Several officials at the Ministry and representatives from Latvijas labiba said such a 
hasty reorganization of Latvijas labiba was not necessary at all.

A. BerzinS said liquidation of the concern is a bit dubious:
The concern can be dissolved only by those, who established it.that is, board of 
directors. The formal reason for dissolution of Latvijas labiba was- the concern had 
not been registered. A. BerzinS says directors cannot be accused of joining private 
entrepreneurial activities, as they were not state employees.

The concern was establish in 1990.
Jevgenijs LukaSonoks has been accused of private business activities. Besides
involvement in other private enterprises, he is an owner of a limited liability company



named Kalngale. The company has been recently granted the right to rent three 
bakery stores in Riga ( 2, Stendes Str., 10, Elviras Str., 37 Kr. Barona Str.).

The three stores have been privatised according to the legislation-- even State Chief 
Controller Austris KalninSagrees to this. Still, according to the Law on State 
enterprises, staff of the state enterprise shall not be involved in any other private 
entrepreneurial activities connected with the state enterprise he works for. Officials of 
the concern do not agree Latvijas labiba is a state enterprise.

V
\j '



Land and Mortuuiiv Hank KnundiTS Continue Arumm-nt

Dicn.i. Jan. 13. l')93

Riga. Jan. 12. Land and mortgage bank establishment process has come to a 
standstill, as founder;, continue their argument over whether the mortgage bank 
should be a commercial bank or a state bank.

Supporters of the state bank idea ( Ministry of Agriculture, that initiated founding of 
the bank) gave up in one of the discord issues, namely.that the new bank should 
become the legal successor to the liabilities of the Land and mortgage bank that 
existed in Latvia before WW II.

The government resolution on founding the bank was adopted in June. 1992. But 
discussions over the concept and charter of the bank go on.

Gundars Valdmanis. who held a news conference yesterday, accused MOA as a whole 
of being the main obstacle to implementation of his project and deputy minister Uldis 
Benikis. who chairs the founding group, personally.

Mr. Benilps said in an interview to D/ena. (hat Mr. Valdmanis has worked out an 
excellent charter for another commercial bank or investment bank, but this is not a 
reason for asking government money assigned to the foundation of a state bank.

Government was to allot Rbl. 1 billion to the foundation of a state bank. The former 
mortgage bank facilities in Domus Square would be given to the newly founded bank 
free of charge.

Aigars Plotkans. a Council of Minsters adviser on Banking, said the reason for the 
standstill was lack of candidates, full of energy, to the leading post in the bank.

Mr Valdmanis suggests, that the basic capital for the bank can be acquired by 
mortgaging cargos of the fleet, ports, planes, railroads. forests.etc. Mr VaJdmanis 
says, in foreign experts' view, what Latvia possesses can be evaluated at S50 billion. 
Mr. Bemkis and his supporters oppose this, saying, if credit resources are acquired by 
mortgaging abroad "what Latvia possesses" interest would be too high.

After an emotional address at the beginning of the news conference ( Mr. Valdmanis's 
father has been a finance minister in pre-war Latvia) Valdmanis called for journalists' 
support in order to "stop those forces, that are trying to strangle the Latvian 
economy". Speaking with tears in his eyes Mr.Valdmanis told the conference he

spent .ill his savings to develop the project, and that he has I'.nir >ons to send to
school.
He also said, prime minister has appointed him chairman of the board jnd general
director of the bank, but prime minister's orders are not taken into account and he
does not have freedom of action.. When he submitted his draft charter to the Ministry
ot Finance, the answer he received was - there are already three projects from the
Ministry of Agriculture there.

Other obstacles to progress in Mr. Benikis view are: there is neither law on loans nor 
law on Kind register books passed. He thinks the basic capital of the mortgage bank 
does not need to be that big. as the main function of the bank would be to emit 
mortgage shares.
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AGRICULTURE OF LATVIA IN THE FIRST 9 MONTHS OF 1992

1. According to the MOA Information center on October 2 this year 80% of 
potatoes planted by statutory companies and state farms were already harvested (in 
previous year 86%) getting 111 cnt (lent = 100kg) potatoes from 1 hectare (in 
previous year 105cnt). Together with individual farms 607 thousand tons from 53 
thousand hectares are harvested getting 115 cnt potatoes from each hectare.

The amount of harvested raw grain reached 1.1 million tons or 21.4 cnt from 
1 hectare.

Up to October 2, 1992 statutory companies and state farms harvested 2.3 
thousand hectares or 24% of all their sugar beets (in previous year 27%), winter crops 
are sown on the area of 245 thousand hectares (together with individual farms), 
autumn tillage covers 74 thousand hectares.

2. Up to September 1, 1992 the self-governments of pagasts granted land to 48.9 
thousand individual farms - in total 792.6 hectares of land or 20% of all land under 
the use of agricultural enterprises and farms.

Up to September 1, 1992 the self-governments of pagasts granted land to 92.5 
thousand household farms with total area 399.1 thousand hectares and to 636 state 
farms and statutory companies with the total area 1060.1 thousand hectares.

The total area of land granted by the self-governments of pagasts reached 4.1 
million hectares or 67% of the area being under the use of agricultural enterprises and 
farms and forestry.

3. In the first 9 months of 1992 1278 thousand tons of milk, 270 thousand tons of 
meat and 468 million eggs were produced in Latvia. In comparison to the previous 
year the production of milk decreased by 10%, of meat - by 11%, of eggs - by 16%.

Statutory companies and state farms produced 666.1 thousand tons of milk (52% 
of the total amount), 167.7 thousand tons of meat (62%) and 389.8 million eggs 
(83%). In comparison with the January-September of 1991 milk production has 
decreased for 262.5 thousand tons (28%), meat production - for 41.0 thousand tons 
(20%), eggs - for 104.7 million (21%).

Milk production compared to January-September of 1991 has decreased in the 
statutory companies and farms of all of Latvia's regions. Mostly in Cesu region - for 
42%, Balvu region - 42%, Aluksnes region - 40%.

The average milk yield from one cow in statutory companies and state farms in 
January-September, 1992 was 1955 kg and it was for 536kg or 22% less than in the 
same period previous year. Productivity of cows has decreased in all regions.

Meat production in comparison with January-September of 1991 has decreased 
in the statutory companies and farms of all regions. Mostly in Balvu region - by 
36%, Ludzas region - 35%, Aluksnes region - 27%.

Egg production in compared to January-September, 1991 has decreased in 23 
regions, including Kraslavas region - for 5,9 times, Preilu region - 3.6, Balvu region - 
2.5. In January-September, 1992 in statutory companies and state farms one hen 
(layer) in average produced 152 eggs, which is 27 eggs less than in January- 
September of 1991.



4. Compared to October 1, 1991 the number of cattle in statutory companies and 
state farms has decreased by 211.5 thousand units or 20%, including cows - by 79.3 
thousand (22%), pigs - by 301.0 thousand (28%0, sheep - for 12.3 thousand (47%), 
poultry - for 4.5 million (46%).

Statutory companies and state farms sold a part of their cattle to individual farms 
and other individual producers. So in January-September of 1992 they sold 56.7 
thousand units of cattle (including 29.9 thousand calves), 366.1 thousand pigs 
(including 333.3 thousand piglets), 8.4 thousand sheep (including 5.5 thousand 
lambs), 1.4 million units of poultry (including 1.1 million chickens)

In January-September of 1992 statutory companies and state farms reproduced 
267.5 thousand calves, 943.7 thousand piglets and 11.5 thousand lambs.

In January-September, 1992 statutory companies and state farms produced 60 
calves per 100 cows (63 in 1991), 992 piglets per 100 pigs (1283 in 1991), 71 lambs 
per 100 sheep mama and sheep older than one year (81 in 1991).

In January-September, 1991 in statutory companies and state farms 60.0 thousand 
units of cattle, 259.3 thousand pigs, 4.9 thousand sheep have fallen. The rate of fallen 
cattle in January-September, 1992 was 4.7% (3.6% in 1991), pig decease - 13.5% 
(8.4% in 1991), sheep -12.2% (5.1% in 1991).

5. The following data shows the amount of dairy and meat production sold to 
collecting and processing enterprises and companies in the first 9 months of 1992:

Sold in Jan-Sep,: Jan-Sep of 1992 in 
1992 : comparison with 

: Jan-Sep, 1991 (%)

Cattle and poultry 
(thousand tons)

Milk (thousand tons) 

Eggs (million)

182.7

874.4

289.0

78

71

73

Sale of agricultural production has decreased in all types of farms. In the first 9 
months of 1992 the amount of cattle and poultry sold has decreased by 52.3 thousand 
tons, milk - 351.8 thousand tons, eggs - 109.5 million.

This amount has decreased in all Latvian regions, especially in Ludzas - by 39%, 
Valkas - 33%, Ogres - 31%, Balvu, Jelgavas and Rigas - 29%.

The amount of milk sold has also decreased in all regions, mostly in Balvu - 46%, 
Ludzas - 40%, Daugavpils - 37%, Rozeknes - 36%, Ogres - 35% and Cesu - 34%.

In September of this year the amount of milk sold in comparison with September 
of 1991 has decreased by 50.1 thousand tons or 34%. It has decreased also if 
compared with August, 1992 for 9.3 thousand tons or 8.8%. The amount of cattle 
and poultry sold in January-September, 1992 (comparing with January-September, 
1991) has increased by 0.9 thousand tons or 4%.
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The purchase price of meat and dairy products is still growing.
The average purchase price of cattle and poultry in September was 33.3 roubles 

for a kilogram, which is 2.7% higher than in August, including pig - 69.5 rubles (14% 
increase), sheep - 28.5 rubles (27%), poultry - 47.6 rubles (14%).

The average purchase price of milk in September reached 10.4 rubles for a 
kilogram what is 21% higher than in August. Purchase prices for 10 eggs - 44.2 
rubles (22% increase).

6. By October 5, 1992 208.6 thousand tons of grain were purchased, which is 
17% (or 43.3 thousand tons) less than in the respective period of the previous year.

By September 28, 1992 5.8 thousand tons of potatoes (2.9 times or 11.2 thousand 
tons less than in the same period of 1991), 11.1 thousand tons of vegetables (2.1 
times or 11.8 thousand tons less than in the same period of 1991), 4.3 thousand tons 
of fruit and berries (1.5 times or 1.5 thousand tons more than in the same period of 
1991) were purchased.

7. In the first 9 months of 1992 capital investments reaching 711.4 million rubles 
(32% of the respective sum in 1991) were invested into the enterprises and 
organizations subordinated to the Ministry of Agriculture, including construction and 
installing works for 465.4 million rubles (33% of 1991).



B. deMarken 
US AID
Republikas Laukuma 2 
Riga, Latvia

Dear Mr. de Marken,

At the beginning of this year, the Government of Latvia issued a list of more than 550 
enterprises, that should be privatized during this and the next year. From those 550 
enterprises, approximately 105 are managed by the Ministry of Agriculture. The 
Ministry has chosen 25 enterprises from this list which will be given priority in 
privatisation for which work to complete the task should be started without delay.

For example, we should begin privatisation immediately in the chocolate factory 
"Laima", the Riga Champagne Factory, the largest bakery "Druva", the confectionery 
enterprise "Uzvara" etc. since these are the enterprises with the highest real value and 
are extremely important for Latvia's food market.

We highly appreciate the technical assistance of the US AID in the accomplishment 
of privatisation projects. We would need help in areas such as enterprise research in 
order to best choose the most appropriate candidates for privatisation, in transforming 
procedures, and in developing documents for the privatisation process as a whole. We 
would be very grateful if you could supply direct help to facilitate privatisation: in 
marketing issues, in seeking potential investors, in evaluation of proposed prices and 
conducting negotiations if necessary.

We have adopted special laws that define the privatisation of bakeries, meat and dairy 
processing enterprises. According to those laws, auctions can be organized to 
privatize enterprises. We would like to suggest that the project refer to the enterprises 
chosen by the branches as the time frame determined by the law are concise and 
restricted.

As you understand, these are enormous tasks. We would be thankful for a reply at 
your earliest convenience.

Acting Minister 
A.Skele



STATE INFLUENCE ON GRAIN PRODUCTION AND SALES

I. Grain processing (processing enterprises)
-product quality testing

n. Grain purchase (grain reserve fund storage enterprises, grain storage 
and processing enterprises, animal farms)

- examining the grain quality testing'
- determining quotas and prices of grain to be purchased for 
the reserve fund
- budget resource allocations for the establishment of the 
grain reserve fund
- granting loans to grain purchase enterprises 

in. Grain production (charter companies, farmers, other producers)
- register of variety sowing
- budget resource allocation for calcification and reclamation
- subsidising farmers
- loan distribution to farmers

IV. Seed multiplication ( state selection and testing farms, seed farms, 
farmers)

- seed quality examination
- seed certification
- protected variety licensing
- plant quarantine testing

V. Selection and primary seed fanning (selection stations, individual 
selection specialists)

- budget resource allocation to state selection stations
- budget resource allocation to primary seed farming
- variety testing and comparing



Taxes in Latvia

* The law "On Profit tax "states that profit tax is paid on profit by all 
companies. The rate is 25 % for the private companies, 35 % for the 
companies where state capital is involved, banks and other credit institute 
45%.

* The law " On Foreign investments " Article 10.1 states that for 
companies where foreign investor share in the statutory fund is more than 
30 % and is not less than 50 000 USD are exempt from profit tax for two 
years starting from profit generated year. If foreign investor share is more 
than 50 % and is not less than 1 000 000 USD the company is exempt 
from profit tax for 3 years starting from profit generating, and profit tax 
is reduced for 50 % for the next 5 years.

* Turnover (sales) tax is added on top of the price for goods or 
services and the rate generally is 12 %, but for food and agricultural 
products 6%.
There is a proposal to change the rates to 18 % and 9 % respectively, but 
they probably will not be introduced before fall 1993.

* Social security tax has to be paid by employer at the rate of 37% on 
top of the amount of salaries paid out to workers.

* Natural resource tax law has to be paid for use of water and other 
natural resources, pollution of air, water and soil.

* Land tax is paid by everybody that has got land allocated from 
state or municipality, i.e. if you lease it from somebody else than stale or 
municipality only the rent will have to be paid.

* Property tax is calculated based on the property owned.

* Workers individual income tax and individual social security tax 
are deducted from the payroll and transfered to the government by 
employer.
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Introduction

The national grain production program has been prepared a? part of the agriculture 
development program, taking into consideration the needs and requirements of other 
plant-growing and cattle-breeding divisions. It is based or,' the strategic goal of the 
agrarian policy — to ensure the complex development of rural areas, the establishment 
of agriculture as an important branch of the economy, the provision of inhabitants 
with domestic high quality food products, and to provide the cattle production 
division with feed, and the food industry with raw resources and ensure the 
establishment of state reserve funds, and to become a part of the international labor 
division system.

The grain program has been developed using 1980-1992 grain production statistical 
data, information about main food products consumption and its changes over the 
recent years, and grain consumption norms for cattle-breeding products. The grain 
production program of 1991 was used as well. It was improved with regard to the 
recent changes of land users and forms of production organization.

The program is elaborated for the period of 1993 - 1997. Compared to previous 
programs, this one contains a more specified procedure for grain purchase, volume of 
grain purchased at the domestic market and abroad, and grain price policy. Due to 

• the current financial state of the country, in 1993 -1994 the state guaranteed prices 
have been provided only to the grain volume purchased for the state grain reserve 
fund. It is anticipated that particular state measures for grain production and purchase 
will be worked out by the government and announced to the producers by March 1 of 
the respective year.

1. The Objectives of the National Grain Program

The strategic goal of the National Grain Production Program is to ensure Latvian 
, / independence in the grain industry by producing raw resources needed for food 

"* production and the food industry (the production of confectionery, malt, beer, spirits,
*"-3 etc.) and producing feed grain to meet the demand for cattle-breeding products and to

** • establish the state grain reserve.

The implementation of this objective shall be associated with the rational use of land 
and environmental protection, taking into account the environmental norms of 
agricultural production.

2. Grain Production Volume Needed

The grain production volume is determined according to the strategic goal mentioned 
above.

The amount of human consumption grain and grain processing products was 
calculated according to the data on actual grain (and grain processing products) 
consumption in Latvia within the period of 1980-1992 , while taking into account *he 
existing food quota (Appendix 1).



The amount of grain needed for feed production was calculated according to the 
volume of milk, meat, eggs and their processing products needed, as well as taking 
into consideration the grain norms for production of these products. According to 
these needs, feed structural changes in individual farms compared to the former large- 
scale agriculture were taken into consideration.

Grain volume needed for processing was determined according to the grain volume 
actually used in 1980-1992 and considering the relevant branches for development of 
the sector.

All calculations are given in 3 variants according to the possible ways to develop the 
division:

- The preferable level provides the inhabitants with dietician-advised grain and other 
food products consumption quotas per one inhabitant, which is close to the actual 
average level of 1986-1989. In this variant, the export of 15-20% cattle production 
products is anticipated, and due to this, the increase of feed grain for this production.

- The minimum level corresponds to food consumption in low income families in the 
second half of 1991 and 1992. It envisages the reduced consumption of meat and 
meat products, milk and dairy products, eggs and sugar, correspondingly increasing 
the consumption of bread and grain products.

- The medium level corresponds to projected realistic opportunities in 1993-1994. 
Compared to the actual consumption in 1980-1992, the amount of meat and milk, and 
their products is reduced, as well as the amount of sugar; the amount of vegetables 
and potatoes is kept at the average level, but norms of grain and grain processing 
products per one inhabitant are increased to provide the amount of calories needed.

According to the calculations, it amounts to:

- 105-140 kg of bread and grain products per person, or in total converting to the 
grain - 340-400 thousand tons per year, including 190-220 thousand tons of wheat, 
90-120 thousand tons of rye, 40-60 thousand tons of barley and oat, etc. (Appendix 
2).

- For industrial processing, 60-80 thousand tons, including barley for beer 
production, 35-50 thousand tons, grain for spirits distillation, 25-30 thousand tons.

- Seeds grain - 230 thousand tons.

- Feed grain -1000-1500 thousand tons.

- Grain for the state grain reserve.

The national demand for grain in the next years will be 1880-2500 thousand tons, 
total. Due to the increase of food products consumption and the entrance of Latvia in



the world market, it will increase up to 2000-2600 thousand tons, and up to 3000 
thousand tons in the long term.

3. The State Grain Reserve

A state grain reserve shall be formed in order to ensure the independence of grain 
farming in case of adverse conditions during periods of unfavourable weather, and in 
order to give the governmenUhe opportunity to influencejhe grain market and prices. 
According to the_calculations of experts and taking into consideration foreign 
experience, the grain reserve fund shall be approximately 70% of total human 
consumption grain needs, 80-100% of elite and first generation seeds and about 20% 
of feed needs. The grain reserve fund shall be formed gradually, so that in 1997 it 
will contain 560 thousand tons, including 250 thousand tons of human consumption 
grain, 300 thousand tons of feed grain, 10 thousand tons of elite and first generation 
seeds. In 1993 and 1994, 160 thousand tons shall be purchased for the grain reserve 
fund, and from 1995 -1997,40-76 thousand tons annually (Appendix 3).

The state reserve fund is financed from the state budget and shall be regularly 
replenished.

4. Grain Production and its Management

4.1. Grain production

The volume of grain production is determined taking into consideration:

- the total and field area of agricultural enterprises (individual and house-holding 
farms, statutory companies, state and other farms);

- the actual area under grain and other crops;

- projected yield and total harvest.

The total area of sowing projected for 1993-1994 is 1,620 thousand ha. In 1996-1997, 
it shall be increased to 1,700 thousand ha at the expense of cultivated pastures.

As anticipated, the area under grain-crops and legumes in 1993-1994 will reach 730 
thousand ha (45.1 % of total area sowed), with an opportunity to increase it up to 800 
thousand ha (47.1%) in 1996-1997.

The yield for grain-crops and legumes 1993-1994 is projected as follows: 23 cnt/ha 
minimum, 26 cnt/ha medium, 30 cnt/ha maximum. In 1996-1997, the average annual 
yield is projected up to 27 cnt/ha; due to weather conditions, this may fluctuate from 
23 to 31 cnt/ha, which represents 15%.

The total yield of grain-crops and legumes in 1993-1994, according to the variants is 
projected as: minimum -1,680 thousand tons, medium -1,900 thousand tons, 
maximum - 2,180 thousand tons.
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The total yield of grain-crops and legumes in 1996-1997 on average is projected up to 
2160 thousand tons with the possible fluctuations from 1,840 to 2,500 thousand tons 
(Appendixes 4 and 5).

In the nearest future, particularly in 1993-1994, some amount of grain will have to be 
imported. The program envisages, that the amount of imported grain shall be 
gradually reduced replenishing that with the domestic grain. Regarding this, the 
production of summer wheat and winter wheat with high gluten content shall be 
increased. Human consumption grain import shall be reduced from 180 thousand 
tons in 1992 to 100 thousand tons in 1993 and 25 thousand tons in 1997. Feed grain 
import shall be reduced, according to the minimal variant, up to 100 thousand tons, 
importing mainly products with high protein contents for feed enrichment (Appendix 
6). If the possibility to export cattle-breeding products appears, the import of feed 
could be correspondingly increased.

In 1993-1994, the import of following products is needed:

- at least 90 thousand tons of high quality wheat for macaroni and pastries 
production, 10 thousand tons of buckwheat and rice; in total - 100 thousand tons for 
human consumption. It is much less than it was imported before, but quite enough if 
the domestic grain is used economically and the production of summer wheat is 
developed;

- feed with high protein content, minimally, 100 thousand tons, medium -100 
thousand tons, and preferably - 220 thousand tons. These volumes are calculated 
presuming that the minimum and medium variants meet only the domestic needs. If 
we want to produce for export, the amount of imported feed shall be increased.

Import of feed grain could be reduced if rapeseed production is developed in the 
country, as a by-product to produce rapeseed oil cakes for use in feed production.

At present, the country has a real capacity for producing more rye than needed for 
human consumption. It can export approximately 40 thousand tons of rye flour 
annually. This volume is included into the balance sheet of grain production and 
consumption.

4.2. Grain Production Material Base 

4.2.1. Land Reclamation Activities

Latvia is situated in \ moderate climate zone with high precipitation and humidity. 
According to permanent meteorological observations, the amount of precipitation 
exceeds evaporation by 1/3, which, as a result, bogs up the soil. 85% of the total field 
area requires draining. Consequently, Latvia has always carried out land reclamation 
activities. At present, 1,150 thousand ha of fields have been drained in Latvia, or 
68.2% of the total area, or 80% of the area needed to be drained.

Land reclamation activities have been carried out mainly during the period of 1966- 
1990, although its quality has been inconsistent. Approximately 150 thousand ha of



drained land require reconstruction, particularly due to the formation of individual 
and house-hold farms as their borders do not coincide with the borders of land 
reclamation systems. Beside that, the state shall maintain the large land reclamation 
constructions and inter-farm land reclamation systems. Many recently formed 
individual farms have received undrained and poorly cultivated land, and they lack 
the resources needed for land reclamation and improvement. To promote the 
development of these farms, land reclamation activities shall be financed by the state. 
According to evaluations of experts, 400-420 million rubles annually are needed for 
this purpose.

4.2.2. Maintenance of Soil Fertility

Due to the weather conditions mentioned in subarticle 4.2.1. Latvia's soil quality is 
intensively declining (lime, plant fertilizers, as well as clay fractions are being eroded 
from the arable layer). As a result, the soil has a high acidity level and a small 
content of plant fertilizers. As a result, regular soil liming and additional fertilization 
is needed.

According to expert calculations, liming of acid field soil shall be carried out every 
10-12 years. Actually, every year the liming of 90-110 thousand ha area has to be 
carried out. As grain-crops rotate over the whole field territory, the National Grain 
Program's implementation requires the liming of the whole territory including that 
needed for sugar beets, flax and feed cultures.

4.2.3. Fertilization and Plant Protection

To ensure that the total grain yield mentioned in subarticle 4.1. is obtained, the soil 
shall be fertilized each year with fertilizer extracted by the harvested plants. Each 
year individual farms and other agricultural enterprises shall fertilize the soil with:

organic fertilizers 

mineral fertilizers

1993-1994 -- 7.3 million tons
1996-1997 -- 7.9-8.0 million tons
1993 according to variants -

117-161 thousand tons of 
active substances

1996-1997 according to variants -
135-185 thousand tons of 
active substances

Division of mineral fertilizers is according to variants and types is shown in Appendix 
7.

During recent years, Latvia's field soil abounds in weeds. To prevent it, sensible and 
effective herbicide use shall be applied together with agrotechnical measures. Warm 
winters have resulted the increase of various pests. To fight them, various pesticides 
shall be applied: insecticides, fungicides, codnes, herbicides, and returdants. The 
experience of 1992 showed that grain yield declines when pesticides are not applied, 
while weeds spread in the fields. The most important pre-condition is that pesticides 
must be used according to the regulations, observing the norms, terms and other



requirements as indicated in the instruction. The experience of the best farms shows I , 
that regulated use of pesticides even improves the environment and does not harm it. *

Grain farming requires 1600-1700 tons of plant protection chemicals annually. 

4.2.4. Fuel

About 110-120 thousand tons of diesel fuel are used annually for grain production 
in Latvia. Such tasks as field preparation for sowing, sowing maintenance and 
harvest are impossible to complete without ensuring the fuel purchase. Due to the 
current situation, when energy problems remain unsolved, a diesel fuel supply fund 
should be established under the Ministry of Agriculture for the transition period of 
1993-1997. Farmers, on the basis of a grain sales contract signed with Labibas 
birojs, acquire the right to receive a determined amount of diesel fuel at a 
guaranteed price.

4.2.5. Grain Farming Machinery and Equipment

Up to now the grain farming industry was supplied with tractors, combines and 
agriculture machinery from the former USSR centralised material and technical 
supply system, that was designed for the large farm needs. Thus, there still is a 
shortage of small farm machinery that would suit the household farming and 
individual farming needs and the local geographic conditions. The existing 
machinery is partially outdated.

Up until now, the majority of grain farming machinery was purchased abroad (CIS, 
the former GDR, Czechoslovakia). Now it is important to:

partially purchase the machinery in the Western countries; 
restructure and strengthen the local agriculture machinery industry 
and put it under a full <ffote control } fn develop a reconstruction and
machinery building plan. It can be achieved by implementing the 
developed regional machinery building program.

The first stage of the regional machinery building program implementation covers:

enterprises subordinate to the Ministry of Agriculture;
district agriculture machinery services (lauktehnika) and enterprise
mechanical services;
state agriculture machinery plants;
mechanization institutes and technical designer offices;
other enterprises on an agreement basis.

Co-operation with foreign enterprises is advisable.

Special attention shall be paid to maintenance of sowing'machinery, harvesting, 
grain cleaning and sorting machinery and equipment design and production for
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individual farms, grain storage towers, small elevators and other equipment design 
and production.

4.2.6. Selection and Seed-farming

To obtain high and stable yields, seed suitable for the local conditions are needed. 
In practice, after a certain period of time, good varieties lose their outstanding 
features and need., to be renewed. If not, yields reduce considerably. Grain 
selection, variety renewal and primary seed-farming ( sfikotnejS seklkoplba) tasks 
are performed by selection and testing stations, that sell about 15000 t elite class 
and first generation seed annually. It costs 405 mil. Rbl. (price for December 
1992).

To purchase that amount of seed abroad, $ 9,517 would be needed annually (at the 
present price level). That sum converted into the Latvian roubles (LVR) at the 
present exchange rate would amount to 1.62 bil. LVR, which makes the seed four 
times more £xpensive and involves hard currency.

\-7
It is necessary to gradually pass over to the new selection and seed-farming system 
worked out under the guidance of the Ministry of Agriculture. Special attention 
must be paid to high protein content summer and winter wheat and buckwheat 
variety selection.

5. Grain Purchase

560-600 thousand tons of grain shall be purchased in the domestic market for food 
and industrial processing needs and the establishment of the national grain reserve 
(of thafSlJslhousand tons shall be purchased in 1993- see Appendix 8).

Under the current financial circumstances, thejpvernment is able to ensure a 
guaranteed purchase price for the pational grain reserve only. Grain for food, 
industrial processing and other needs shall be purchased from the producers at 
contract prices.

To handle the grain market Labibas birojs shall be established under the Ministry of 
Agriculture. Labibas birojs is authorised to develop and to adopt the amount of 
grain and grain purchase prices as well as to publish them by March 1 annually.

Labibas birojs, on the basis of the total grain purchase amount_broken down by 
djstrjc,t (Appendix 9),determines the totaTgrain amount and the amount of each kind 
of grain to be purchased for the national reserve and informs all district agriculture 
departments (boards) on quotas assigned to them. The 1993 quota proposal for 
grain to be purchased for the national reserve is presented in Appendix 10. The 
district agriculture department (board) divides the district quota, assigns quotas to 
pagasts and offers the producers to sign contracts according to quotas assigned for 
each calendar month.
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Beginning with year 1994 Labibas birojs annually sells part of the grain reserve and 
determines the total quotas for supplementation and renewal of the national reserve.

Elite class and first generation seed purchase for the national grain reserve is 
determined separately for each selection station and farm.

Grain producers (individual farms, house-hold farms, charter companies, etc.) sign 
contracts with grain collecting enterprises on grain supply to the state reserve fund 
for each supply month.

The grain collecting enterprise purchases grain for the grain reserve fund within the 
limits of quotas set by Labibas birojs.

The contract specifies the grain supply term and the guaranteed purchase price for 
the particular kind of grain.

6. Grain Purchase Price Formation Mechanism

Grain for the state reserve fund is purchased at a guaranteed purchase price.

In February each year, the government approves the guaranteed grain purchase 
price for the amount of grain to be purchased for the state grain reserve fund.

At the end of July the government reviews the guaranteed purchase price level and, 
if necessary, increases it.

Grain for food, feed, brewing, and spirits distillation is purchased at free market 
prices (on an agreement basis).

The guaranteed state purchase price is differentiated for each kind of grain and 
depends on the grain quality.

The government approves the guaranteed purchase prices in US dollars orienting 
them towards the world price level and taking into account the average pricing 
production costs during the previous season.

In the grain purchase contract, the state guaranteed purchase price is determined in 
roubles (lats) on the basis of the Bank of Latvia exchange rate at the moment. of 
contract signing.

For the grain producers indicated in the contract, who store grain in their own 
facilities until the time of purchase, the purchase price is increased by the amount of 
grain storage expenses, determined by Labibas birojs in advance. The amount of 
additional payment for grain storage is provided for in the contract. All the storage 
expenses are covered by Labibas birojs from the state budget.

The cost of transportation from the producer to the grain collecting enterprise 
related to grain supply for the state reserve fund are covered by Labibas birojs.
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Other grain (food, beer, spirits, feed) transportation costs are covered as agreed by 
the contracting parties.

If any of the contracting parties violates the contract terms, it is penalised for an 
amount provided for in the contract on grain purchase for the state reserve fund.

7. Short-term Loans Needed

To ensure the production of the grain yield needed for the country, to increase the 
grain yield and retain the sowing area, grain producers need to be granted short- 
term loans (9 months) on preferential terms for the purchase of seed, mineral 
fertilisers, fuel, etc.

According to expert opinion, the annual mineral fertiliser needed in the country is 
200-220 thousand tons (physical weight).

According to the current mineral fertiliser price (20 thous. rbl./t), short-term loans 
of 2-2.5 mil. Rbl. are needed (Appendix 11).

To supply the grain enterprises of Latvia with resources for the purchase of 
harvested grain, short-term loans on preferential terms are needed. The loans are to 
be granted in several stages every three months.

In order to purchase 1993 calendar year harvest grain, enterprises of Latvia need 
short-term loans equal to 3 months grain consumption (110 thous. t), i.e., 2.2 bil. 
rbl.

8. Customs Policy

8.1. Import Tariffs on Grain Products

To balance the grain need and the domestic grain supply the state, with the help of 
its executive bodies and taking into account the years' harvest, sets import quotas on 
grain by October 15 every year.

Import tariffs on food and feed grain as well as on grain seed are reduced. < 

Grain import quotas for each year are set by the Ministry of Agriculture.

Grain import is managed by Lablba birojs, that announces competition for grain 
import licenses/permits.

Quotas for grain import on preferential terms are changed depending on the 
particular situation each year.

8.2. Export Tariffs
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If, after meeting the reserve fund and food grain need, there still exists a certain 
grain surplus, quotas for grain export on preferentiajjerms are introduced.

If exports of the domestic production grain occurs, while the domestic market 
demand has not been met, export tariffs_on_grain are increased.

8.3. Protection of the Domestic Grain Price

To ensure the domestic grain market protection from comparatively cheap grain 
import from the neighbouring countries, and to ensure the protection of the Latvian 
farmer interests, increased tariffs are introduced for grain imported above the quota.

The increased import tariffs are set by Labibas birojs and submitted to the 
government for approval.

9. Cooperation in Grain Production and Use

Various farmer and other agriculture enterprise forms of cooperation are to be 
introduced to promote the implementation of the national grain program:

agriculture machinery and equipment cooperatives for common 
tractor and specialised machinery (sprinklers, grain combines, 
sowers, etc.) purchase and use;

grain dryer and elevator cooperatives for grain drying, sorting, and 
storage;

grain sowing maintenance, pesticide preparation and use co­ 
operatives;

grain producer and specialised poultry farm cooperatives for common 
poultry farm use with the aim to ensure a stable grain market for 
grain producers and, at the same time, to preserve the poultry farms;

grain producer and the local brewery or distillery cooperatives, that 
receive licences for brewing or distillation, at the same time ensuring 
a stable grain market, and use of the brewery (distillery) by-products.

Other forms of co-operatives for common economic activities or technological 
processes that are too difficult or expensive for separate grain producers, shall also 
be supported.

Conclusions

1) A condition for the independence and stability of the Latvian
economy is to supply the Latvian population and processing industry with 
inexpensive and high quality grain products.
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2) Agriculture is not able to fully supply the population and the animal 
production sectors with the needed amount of grain. Thus, about 100 
thousand tons of high quality wheat, a smaller amount of buckwheat and at 
least 100 thousand tons of protein rich feed grain need to be imported 
annually.

The aim of the grain program is to increase the amount of domestic 
production grain so that by 1997, the imported grain amount is reduced to 25 
thousand tons.

3) The grain farming program can be implemented only if the state takes 
measures with the aim to support the establishment and preservation of a 
stable grain farming industry. Limited agricultural protection measures are 
to be taken by the state. They will include: )

the establishment of the state grain reserve fund;

grain purchase at a state guaranteed price for the state reserve fund;

customs barriers against the world grain market intervention and 
support to limited grain ( rye.etc.) exports;

a consistent credit policy that provides for determined lowered 
interest on loans;

preservation and improving the local seed development system;

close farmer and other grain producer cooperation in the sphere of 
grain production, supply, and sales.

14



Appendix 4

TUKUMS MILK PLANT EMPLOYMENT STRUCTURE 

compared to 1991 data

employee total
involved in production

of Them: 
workers 
managers, specialists 
guards 
board

not involved in 
production

of them: 
supplies 
distributors 
store 
construction

Tukums Dairy
1991 1992 nine 1993 
aver. mos. aver, projection
167 179 163
122 126 113

101 92 82 
21 26 23 

2 2 
6 6

45 53 50

13 13 12 
27 26 24 

7 7 
577

Jaunpils Dairy
1991 1992 nine 1993 
aver. mos. aver, projection

39 47 42
33 41 37

28 35 32 
565

665

665

Kandava Dairy
1991 1992 nine 1993 
aver. mos. aver, projection

33 40 37
24 31 29

19 24 22 
555 

2 2

998

887

1 1 

1

Tukums Milk Plant
1991 1992 nine 1993 
aver. mos. aver, projection
239 266 242
179 198 179

148 151 136 
31 37 33 

4 4 
6 6

68 63

27 27 24 
27 26 24 

8 8 
677

Tukums Milk Plant director Plavans



Property Transfer
ACT

regarding the transfer of ownership of the dairy collecting and processing 
plant to the Tukums Dairy Cooperative Association

Tukums November 13, 1992

We, the undersigned, Janis PJavans, Dairy Kombinat representative, and Janis 
SkvarnoviCus, representative of the Dairy Cooperative Association, agree to the 
following:

1. The Tukums Dairy processing plant, in accordance with the Supreme 
Council Resolution of April 15, 1992 "On the Privatization of Dairy Collecting and 
Processing Enterprises" transfers, without compensation, the Tukums Dairy 
Kombinat Center, the Jaunpils Milkery and the Kandavas Milkery, to the Tukums 
Dairy Cooperative Association.

The Address of the Tukums Dairy Kombinat: 7. Jelgava Street, Tukums, 
transferred value 89,973.2 thousand rubles, therein base funds of 6,493.9 thousand 
rubles. 
The Inventory list is attached.

2. The parties to this agreement have no material or other claims.
3. The property(assets) has not been frozen and is not burdened with debts.
4. The Tukums Dairy Cooperative Society assumes responsibility for 

securing the transferred state capital and rational use of it until such a time, when the 
law on agricultural production processing enterprise privatization.

5. There are two copies of this agreement; one for each party.

Coordinated:

Director, Tukums Dairy Kombinat

(signed)

Tukums Dairy 
Cooperative Association 
(signed)



RUJIENA DAIRY PRODUCERS' ASSOCIATION INC 
OPERATION PLAN FOR OCTOBER-DECEMBER 1992 AND YEAR 1993

by the Sector of Cooperation and Administration 
of the State Institute of Agrarian Economics

I. The Characteristics of Ruiiena Dairy Producers' Association

Rujiena Dairy producers' Association Inc was founded in 1909. Assets of the 
association were nationalized in 1940. The Association was re-established in May 
1992 and consists fo 13 members. The board of the Association consists of three 
people, and Chairman of the Board is Janis Jasans.

Operation area of the Association covers seven municipalities (pagasts) with 1500 
dairy producers. At present Association searches for the former owners of the 
Association and tries to attract new members.

The re-established Association has claimed and, in accordance with the Republic of 
Latvia legislation, it has the right to take over Rujiena dairy with its dairy collecting 
network and two branches- Erini cheesery and Vienlba creamery. Transfer of these 
enterprises to Rujiena Dairy Producers' Association is provided for in the Ministry of 
Agriculture Order of September 24, 1991.

According to the balance sheet of 1991 the total value of Rujiena Dairy fixed assets 
was Rbl. 1090 700. Depreciation of the fixed assets was Rbl. 476 200 of the initial 
value.

At present Association also owns Jurata water-mill.

The Association also thinks about extending the range of its activities so that it can 
provide service necessary to dairy producers.

The Characteristics of the Enterprises of Rujiena Dairy Producers' Association

Rujiena Dairy is capable to process 70 tonnes of milk per day. Vienlba creamery, 
that also belongs to Rujiena dairy, is capable to process 10 tonnes per day. 
In winter period the creamery functions as a collecting station, while in summer 

period it separates milk and produces raw casein. Casein production capacity is 0.35 
tonnes per day.

Erini cheesery milk processing capacity is 30 tonnes per day and cheese production 
capacity is 1.2 tonnes per day. It produces the Russian (Knew/as) cheese and 5% 
butterfat cheese with short maturing period.
The total processing capacity is 110 tonnes per day. Rujiena dairy ice-cream section 
capacity is 4 tonnes per day.



AGRO-INDUSTRY PRIVATIZATION 
IN LATVIA

FINAL REPORT 
(VOLUME 5 OF 5)

JULY 30, 1993

REFERENCE CONTRACT NO. 
EUR-0014-I-00-1058-00

DELIVERY ORDER #9



APPENDIX: TRANSLATED DOCUMENTS

VOLUME 5 OF 5

Contents

B. DOCUMENTS IN LATVIAN

B.I Comments on Laws and Other Documents

On Reognization of Latvijas Labiba
On Labibas Birojs Charter
On Feb. 22 Draft Law On Grain Market and State Grain Reserve
(April 15, 1992)
On Feb. 22 Draft Law On Grain Market and State Grain Reserve
(May 7, 1992)
On Jan. 28 Draft Law On Grain Market and State Grain Reserve
(February 8, 1993)
On Meat Processing Law
On Agriculture Processing Enterprise Privatization Law
On Basic State Bakery Privatization Principles
On the Eastblishment of Agrokonversija

B.2 Letters

To Deputy Minister Mr. Skele (January 25, 1993) 
To Deputy Minister Mr. Sfcele (February 10, 1993) 
To Deputy Minister Mr. Sfcele (February 16, 1993) 
To Minister Mr. Gegers (April 6, 1993) 
To Minister Mr. Qegers (April 16, 1993) 
To USAID from Mr. Gegers

B.3 Reports

Environmental Report by John Faulk, General 
Environmental Report by John Faulk, Bauska Dairy 
Environmental Report by John Faulk, Priekule Dairy 
Environmental Report by John Faulk, Tukums Dairy 
Dairy Report by Joseph Kagain 
Grain Report by Si Matthies 
Grain Report No. 2 by Si Matthies



B.4 Tables, Charts, Schemes

Grain and Grain Product Export and Imports, Tables 
A/P and A/R in Grain Mills and Feed Mills, Tables 
Grain and Feed Mill Capacities and Outputs, Tables 
A/P and A/R in Cold Storages, Tables 
Meat Industry, Tables 
Animal Feed, Tables 
A/P and A/R, Forms

B.5 Miscellaneous

The EC Accounting, Training Course Teaching Material
Soviet and Western Accounting, Training Course Teaching Material
The Balance Sheet, Training Course Teaching Material
Depreciation Methods, Training Course Teaching Material
Questionnaire by Ken Eisen
Grain Production Cost and Price in Latvia, Survey
Environment Protection Committe and its Branches, Information Sheet
Restructuring of Latvijas Labiba, Proposal
The State Dairy Policy, Outline of Shortcomings
Plan for Technical Assistance to Dairy Processing Enterprises Under
Privatization
Tukums Dairy Plant Privatization, Legal Analysis



25/1/93

Materials apspricsanai 
Latvijas Labibas parorganizesana un 

privatizacija

(lulvenic darlubas vir/icni

1 I'aniaLs darlrihai

1.1 Sie darbibas virzieni ir balsliti uz Ministru Padomes Resoluciju Nr.471
(1992.g.9. nov.), "Siluacija maizes un citas graudu produkcijas sagade" 14. 
punkts informacija par Ministru Padomes 20. novembra RezolQcijas Nr. 485 
realizaciju, Lauksaimniecibas Ministrijas pavele Nr. 326 (1992.g. 12. 
decembri) par koncerna "Latvijas Labiba" likvidesanu.

1.2 Augstak minetie dokumenti attiecas uz "Latvijas Labibas" likvideSntut un tarn 
sekojoSiem pasakumiem jaunu alternativu strukturu veidoSanu, un 
privatizacijas jautajumiem komercialajas slrukturas, kas patreiz veido 
koncernu "Latvijas Labiba".

2 Latvijas Lahilias parvcidnsanai un privali/acijai ncpiccicsainic 
pasakumi

2.1 Pasakumi, kas prasiti minetajos dokumentos:

2.11 Icsniegt Ministru Padomci likumprojcktus "Graudu tirgus un Par graudu 
parstifides uzncmumu privatizaciju" lidz 1993.g. I. martani. (14.punkts)

2.12 Izveidnt Lalvijas biroju (LB) lidz 1993. g. 1. februarim. (14. punkts)

2.13 Sagatavot valsts graudu parstrades uznemumu privatizaciju lidz I993.g. 1. 
martam. (14. punkls)

2.14 Noorganizet Latvijas Dzirnavas (LD) lidz 1993.g. 1.martam. (14. punkts)

2.2 Citi nepiecieSamie pasakumi augsmineto dokumentu merka realize.^ana:

2.21 Sagatavol un Ministru Padomei iesniegt ieleicamo valdibas graudu
programmu lidz l5.jQnijam realizesanai sakot ar 1993. g. raZu, un turpinot 
lidz I994.g. razai.



2.22 Sagatavol un Minislru Padomei iesniegt detalizetu privatizacijas planu Hdz 
1993.g. l.julijam.

3 Likunui projckti par graudu tirgus darhibu un par graudu piirstrfulcs 
uznUmumu privatizaciju

3.1 rjlemot vera laika trQkumu, So prasibu var vislabak izpildit, sagatavojot 
likumdosanu, kas dotu daius visparejus noteikumus par:

a. graudu tirgus funkcioneSanas galvenajiem principiem (4. nodala)
b. LB visparigo lomu un funkcijam (5. 1 apaksnodala)
c. LD visparigo lomu un funkcijam (5. 2 apaksnodala)
d. pilnvarojumu veikt pasakumus, kas izstradati 2.21 un 2.22

4 Likumprojckli pur graudu tirgus dnrbihu

4.1 LikumdoSana sankciones graudu tirdzniecibas sistemu, kas balstita uz tirgus 
principiem. Svarigi, lai likums aizliegtu pastavoSo fiksetu cenu noteik&anu 
graudiem un to izstradajumiem.

4.2 LB un LD lioldinga sabiedribai (5.23 punkts) bus liegtas komercialas graudu 
tirdzniecibas un parslrades aklivitates. Tas pastiprinas valdibas politiku, kas 
versta uz tirdzniecibas sistemas izveidoSanu ar lirgus cenam.

4.3 Komercialo korporizeto uznemumu vaditaji (5.23 punkts) bus atbildigi par 
graudu icpirkSanu (ari importu) un produktu pardoSanu valdibas notciklas 
politikas ictvaros. Tas radis konkurenci iiz.ncmumu vaditfiju, cilu 
parslrudataju, ka ari citu ar graudiem saistitu uznemeju statpn.

4.4 LB bus atbildigs par valsls slrategiskajam rezervem un koncessionarajiem 
graudu krajumicm valdibai.

Likumprojokti pnr graudu pfirstrndcs uziicimmiu privatizfuiju

LB loina un funkcijas

Dokumenli, uz kuriem ir atsauksme 1.1 bez ierunam norobe^o LB no 
iesaistiSanas jebkadas komercialas darbibas. Tarn jabut skaidri pateiktam 
likumprojeklos.

5.12 LB funkcija iclilpst liefiskie petljumi (var but pec liguma), kvalifates
parbaude un kontrole par raManu un attiecigu programmu vadi.^aiui, kas 
ielekme zeinnickus un graudu rupniecibu. LB specifiskas funkcijas ir:



a. graudu noliktavu krajumu uzraudziba (kvantitatlva un kvalitativa), ja 
tie pieder valdibai (vai saskana ar valdibas programmu). LB 
nodrosina, ka viss valdibas graudu krajums atbilst kvalitates 
standartiem, un vada so krajumu izlietojumu;

b. vada graudu inspekcijas darbibu, ieskaitot komercialu kategoriju 
noteiksanu un saglabasanu;

c. ekonomiskas analizes nodalas uzturesana, kam butu uzdevums
(neaprobezojoties tikai ar to) nodrosinat pieprasijuma/piedfwajuma 
prognozi, atskaites par situaciju graudu nozare un prognozes, ka an 
citus svarigus datus, kas nepieciesami graudu strategijas izstradasanai 
un ietekme zemniekus, ka ari parslrfulatajus;

d. slratcgiskiis reserves politikas vadisana, ka to noteikusi 
Lauksaimniecibas Ministrija;

e. kvotu un tarifu politikas vadisana, ka tos noteikusi likums vai LM; 

I. lauksaimniecibas programmu vadisana, ka las nosaka likums vai LM

g. paterina apmierinajuma programmu vadisana, ka tos nosaka likums 
vai LM;

h. valdibas likumu un lemumu adminisdesana, kuri aizliedz fiksetas
cenas graudu rupnieciba (kamer top piecjami vispareja likumdosana 
un nodrosinasanas mehanisms).

5.13 LB darbibu finalise LM budzets vai tie, kuri izmanto biroja pakalpojumus.

5.2 LD lorna un lunkcijas

5.21 LD ietilps visi komercialie uznemumi, kas paslaik apvienoti LL

5.22 Likumdosana noteiks, ka 1. faze katrs uznemums tiks parveidots par akciju 
korporativu vienibu (korporatizetu vai komercializetu). 2. faze uznemums 
pariet privataja sektora.

5.23 Akcijas korporativos uznemumos lures holdinga sabiedriba Latvijas valdibas 
varda. Holdinga sabiedribu veidos Direktors Rlkotajs un Direktoru Valde, 
ieskaitot vielejos un arzemju graudu tirdzniecibas, parstrades (partikas un 
lopbaribas) un maizes cepsanas specialistus. Valde atbild Lauksaimniecibas 
Ministrijai.

5.24 Ideala situacija holdinga sabiedribas Direktors Rikotajs ir latviski runajoss 
specialisLs ar lielu komercialas vadisanas piredzi tirgus ekonomika, ieteicams 
graudu rupnieciba. Vinam algu varetu maksilt donora organiziicija. Neliels



special istu stats veiktu holdinga sabiedribas darbu. Lldzeklus vietejo un 
arzemju specialislu algosanai un administresanai var lugt no donoru fondiem.

5.25 Holdinga sabiedribai bus ierobezots eksistences ilgums - lidz latkam, kamer 
visi komercialie uznemumi bus privatize!!. leteicams, lai privatizacijas 
process butu pabeigts ne velak ka lidz 1996.g. decembrim.

5.26 I loldinga sabiedriba neveiks komercialu tirdznieclbas darbibu. Tas funkcijas 
ielilps:

a. noteikt un realize! visparejo komercialas darbibas politiku 
korporaciju uznemumos;

b. pienemt darba un atlaist korporaciju uznemumu direktorus; 

c. dot padomu un sniegt apmacibu korporaciju uznemumiem;

d. izstradat un realize! strategiju korporaciju uznemumu paradu 
karlosanas problemu risinasana;

e. kontrolet visus LD apvienotos komercialos uznemumus;

f. veikt vai ari pasulit ikgadejas korporaciju uznemumu revizijas;

g. vcikt raznsaitas analizi, iesakot korporaciju uznemumu pai veidosanu 
altiecigos ekonomiskos grupejumos un veikt citus sagatavosanas 
darbus, pirms tie tick piedUvali pardosanai privataja sektora;

h. vest sarunas par korporaciju uznemumu pardosanai privatajam 
sektoram (galigo Icmumu pardot izdara Lauks. Min.);

i. privalizacijas plana sagatavosana 

j. privalizacijas plana realizesana.

5.27 Sagaida, ka visi korporaciju uznemumi darbosies tirgus ekonomikns 
apstaklos, un lad a cetni noteiksana, ka paslaik, tiks aizliegta ar liktimu. 
Situacija, kad truksl nacionulo likumu, tai jabOt dalai no LD holdinga 
sabiedribas komercialas darbibas politikas. (Sadam aizliegumam jabut ari 
ietvertam graudu tirgus Hkuma, kas tiks aizstats ar vispareju komercijas 
likumu pret fiksetu cenu noteiksanu.)

5.28 Kalra korporacju uznemuma direktori ir atbildigi par visiem vadibas
lemumiem, tadiem ka graudu iepirksana (ieskaitot komercialo importu), 
graudu malsana un cenu noleiksana sarazolajiem produkliem, ka ari 
personala pienemsana darba un atlaisana. Katrs uznemums tick paklauts LD 
parbaudei.



6 Valdibas graudu programmas sagatavnsana

6.1 Graudu programma, kas vaditu maksajumu izdarlsanu zemniekiem 1993. 
gada, ir varbut pats butiskakais Lauks. Min. politikas jautajums planosanas 
prncesa. Tuvakaja perspektiva tas ir svarigaks nek§ privatizacijas plana 
izstradasana un realizesana uznemumiem, kas privatizacijas procesa 1. faze 
izveidoti ka korporaciju uznemumi. leteicams, ka Lauks. Min. pabeigtu 
programmas projckta izslradasanu lidz 15. jflnijam im ir gatava realizesanai 
pirms 1993. gadarazas.

6.2 Strategijas jautajumi, kas jaizlemj pirms zamnieki uzsak graudu pardosanu, 
ietver atbalsta cenu, ja tada paredzeta, importa /eksporta kontroli, ja tadi 
paredzeti, pardosana un cili koncesionaragraudu krajuma izinantosanas veidi, 
cenu izlidzinasanas ierobezosana valsti, piem, vai valdibai jaturpina snbsidet 
transporta izdevumus?

6.3 Lalvijas valdibas svarigakas rOpes sodien ir esoso maksasanas mehaiiistnu 
noardtsana, kad jatini vel nav izveidoti, tin tas ietekme graudu politiku. 
Situacija kliist nopictna saja gada, sakara ar tuvojosamies velcsanain. sinapo 
paradu nastu graudu dzirnavam, realizacijas variantu Irukumu, pirceju rflpem 
ko rada zema pirktspeja, un programmas iemiesosanas gaita aizvien 
picaugosais priekslikumu un pretiniektt skaits.

6.4. Uz tit gus pamata veidotajas Rietumu ekonomiskajas sistemas lidzeklus var
viegli aiznemties, izmantojot iekila^anai graudus un miltus. lemesls - ka tie ir 
viegli parversaini skaidrii nauda. Piemeram, Moodys un Standard un Poor>s 
sava korporaciju kreditu reitinga analize ka parastu paradu neietver tstermina 
aiznemumus, ko garante grand! un mill!.

6.41 Tomcr, atslega islcnnina finansesanas kapilala nodro.sinasanai ir pienaciga
regulcjosa kontrole, lai nodrosinatu so krajumu kvanlitati (noverstu zagsanu) 
un kvalitati (noverslu bojasanu). (Mums irstastits, ka sistemas sis 
ncpiccicsamas kontroles veiksanai ir, vai ari var tikt atri raditas.)

6.42 Sada kontroles sistcma dos aizdeveja iestadei nepieciesamas garantijas un 
samazinas vai pal liela incra likvides risku.

6.43 Paslaik vieteja banku sislema nav gatava dot aizdevumu. Tadel melianisms ir 
jaatrod isa laika, Ir iespejams, ka tadas institQcijas ka Pasaules banka vai 
Slarptauliskais Valutas Fonds varetu sniegtsadu istermina kreditu. Papildus 
lid/.ekli rublos, ko iegOst no koncesionara graudu importa var but 
pielietojama sim nolukam.

6.44 Kad zinams lidzeklu avots, it daudz veidu ka so naudu nodot zemniekiem un 
fjikliski nodro.sinat aiznemuma attnak.sa.sanu.

6.5 Vii zolics uz tirgus sislcinu graudu lirdznicciba, laiiksaimniecibas
programma, lidziga ka ASV, bus atbalsts kreditu prngrammai, kas balslas 
uz iekilaliem graudu krajumiem. S.Ida programma:



a. dos zemniekam naudu razas novaksanas laika;

b. samazinas risku ciest zaudejumus, kas celas no neiekilatiem graudiem;

c. realizes "briva tirgus" principus.

Programma var tikt ari izmantota, ja velas, lai sniegtu papildinajumu zeinnieka 
icnakumicm, subsidcjot liincni, kadii to nolcicis Parlaments.

6.51 AS V graudu programmas butiba ir ta, ka valdiba sniedz atbalslu, nosakot 
cenu, par kadu fermeri var sanemt aizdevumu, ko nodrosina ar saviem 
graudiem. Ta zemnieks var sanemt skaidrtl naudu razas novaksanas laika, bet 
nav spiests pardot razu laika, kad tirgus cenas var bOt viszcmakas.

6.52 Zinfmifi laika pcriinla fermeris var izvelctics pfirdot graudus par dominejoso 
tirgus cenu, nomaksat aizdevumu un izmaksas, kas arto saistitas, paturot 
starpjbu. Vai ari nndol graudus tiesi valdibai par garantetu aizdevuma cenu.

6.53 Garanleto aizdevuma cenu parasti nosaka zem prognozejamas tirgus cenas. 
Biezi to nosaka procentuali zem videjam razosanas izmaksam. Tadejadi 
prasmigi fermeri tick stimuleti turpinat razosanu, kamer neprasmigi - ieguldit 
lidzckluscitur.

6.54 Prakse da2as valdibas veic cenu noteikSanu ar zinamu merki, lai dotu 
subsidijas virs vai zem prognozetajam vai valdoJSajam tirgus cenam, 
virs - kur papildus razogana ir velama (piem. kvieSi), un zem prognozetam vai 
valdoSajam tirgus cenam par precem, kas saraXotas vairuma (piem. rudzi). 
Ja cena noteikla virs lirgus cenas, starpiba veido valdibas subsidiju.

7 SuKnlavo delalizelu privatizacijas planu

7.1 LD holdinga sabiedriba ir albildiga par privalizacijas plana izstradaSanu un 
realizesanu. leteicams planu pabeigt I. julija, lai to izskatitu Ministru 
Padome.

7.2 Ir butiski, lai tiktu radita lauksaimniecibas slrategija un tirgus vide sai 
nnzarei pinns noliek faktiska korporaciju uznemumu privatizacija.

7.3 Uznemumiem jazin, kadi likumi nosaka to darbibu, pirms tie iegulda
lidzeklus, perkot kapitalu. Arzemju iegulditaji nelems par ieguldijumu, ja 
nozares strategija nebus labi nodrosinata.

7.4 Privalizacijas plans ietvers:

a. rckomcndclajfim LD tiznemuinu gnipilin, kas varctu tikl pfudolas 
kopn, vcidol komerciaii dzivolspcjigti vienibu;



b. pardosanas veidu variet no akciju pardosanas izsole lidz knpitala 
nodosanai bez maksas razotaju kooperativiem;

c. ieteicamie pardosanas termini - iespejams, ka plans rekomendes 
agraku pardosanu sektoros, kur jau pastav konkurence (maizes 
ceptuves) un novilcinas tur, kur la ir ierobezola (miltu malsana).

d. pirccji, kam dodatna pricksroka;

e. Ipasi pardosanas nosacijumi, piem. atlaides, atlikti maksiljumi utt.;

f. Privatizacijas komisiju (ja ladas tick veidotas) veidnsann un to 
pienakumi

g. LD holdiuga sabicdribas picnfikumi privatizacijas procesfi; 

h. vadibas apmacibas plan,*; un realizesanas veidi.



KOMENTAR1 PAR LATVUAS VALSTS LABlBAS B1ROJA STATUT1EM

Dofcumenta aprakstita struklura un tas funkcijas liek domat, ka Latvijas Labibas 
monopo4pilnvaras vienkarSi tiek nodotas jaunajam Labfbas birojam. Dokuments atjauj 
LB fcsaistities cenu noteikSana, komerctirdznieclba, malSana un cilas darbibas, kas 
varetu nest pejnu. LB var piederet komerciali labibas malSanas un parstrades 
uznemwni. Vienlaikus LB bQtu atbildlgs par labibas kavalitates un kvantilates 
nodrosiinas'anu, ka ari citu tirgus reguletajfunkciju izpildi uit lidz ar to varetu ietekmet 
privitsektora uznernejus.

lesaustiSanas komercdarbiba un reguletajfunkciju veikSana ir neparprotama konflikta. 
No la izriet, ka projekta aprakstita organizatija neatbilst tai lomai, ko tirgus 
ekonomika parasti pieSkir valsts a&enturam, kuru uzdevums ir regulet un parvaldit 
tirgu. Pfenemts, ka Sadas a^enluras merkis ir veikt graudu kvalitates kontroli tin radit 
objeklivus "speles noteikumus", lai privatsektora labibas tirgotajiem, malejiem un 
razolajiem |autu sacensties lirgus konkurences apstakjos.

SekojoSa komentara merkis ir parorientet §o organizaciju uz darbibu, kas atbilstu 
regulcjoSas valsts a^enturas funkcijam tirgus ekonomikas apstakjos.

2. pants

2.2.L apakSpunkts Saja nodaja uzskaititas pamatdarbibas ir lidzigas un 
gadijumvK pilnigi atbilst Likuina Par Labibas tirgu un va/sfs gmiu/u rezervi 
uzskaititojam. Tomer pastav vairakas nozlmigas at^kiribas. Abu dokumentu galigaja 
variants tadam nevajadzelu bOt.

3. apakJpunkts norada, ka ar valsts graudu rezervi saislita darbiba norit valsls 
parvaWfes instiluciju notcikluja kartiba. Te buru ieleicams pievienot noradi, kas LB 
darbiba Fiktu icvcrot alticcigo Latvijas valdibas politiku.

2.2.2. N«> uzrakstita nck|0st skaidrs, ko nozime "graudu Skirnes seklu sagacle valsti". 
Ja las nozime komerctirdzniecibu vairumtirdzniecibas organizacijam un/vai 
razotajfcm, tad tas neatbilst regulejoSas valsls agentflras funkcijam tirgus ekonomika. 
Ja las nozime, ka LB veiks piegadalo graudu kvalilales kontroli un uzraudzis graudu 
sadali, tad Sic uzdevumi atbilst agentQras funkcijam tirgus ekonpniiku. §ajn sudaja 
butu japrecize valodas izteiksme, lai nerastos parpratumi.

3. pants

11.1. RegulejoSu valsts agentfJru LB bQtu piemerotak veidot ka Lauksaimiitecibas 
minisUtjas departamenlu, nevis nealkartgu bezpejpas organizaciju. Ka jau tika 
alzimels komentara Likutnam Par Labibas lirgu un valsats graudu rezervi, LB 
padomet ir daudz plaSakas politikas veidoSanas pilnvaras neka Labfbas birojam 
paredzeti tehniska parvalde. §aja projekta Labib^ biroja parziria nodotas jomas kopa



ar LB Padomes plaSajam politikas funkcijam dod Sai organizacijai iespeju kontrolet 
cenas no zcmnieka lidz pat pateretajam. Vai las ir patiesais parveidojumu merkis?

3.2.3^ LB dota iespeja vadit uznemejsabiedribu darbu ir pretruna ar reguletajfunkciju 
izpildi. §o apakSpunktu vajadzetu svitrot.

3.2.4. Lai veiktu valst uzticeto kvalitates kontroli un reguletajfunkcijas, LB nav 
nepiecieSamas iesaistities areja tirdznieclba vai citas komercoperacijas. Sajfl kontekstfi 
labibas pirkSanu un pardoSanu ar merki uzturet valsts graudu rezervi un stabilize! 
tirgus cenas vispreizak bQtu uzskalit par nekomerciala rakstura darblbu tirgfl. Si 
darbiba nav domata pejnas guSanai, bet drlzak privata sektora darbibas veicinaSanai 
tirgu.

4. pants

Saskana ar augstak mineto viedokli, ST noda|a nav nepiecieSama. Ja LB kalpo ka 
valsts ag*entura, kas veic kvalitates kontroli un nodroSina "lidzenu speles laukuinu" 
privatuznemejiem, tam nav nepiecieSamibas uzturet rezerves kapitalu. §ada gadijuma 
LB valdijuma nodoto lidzekju piederibas jautajumu varetu risinat lapat ka citos 
nekomercialu valsLs lidzekju ipaSumjautajumu gadijumos.

5. pants

Sai dajai par LB vadibu un kontroli butu jabut cieSi saistitai ar Likumu Par labibas 
tirgu un va/sts graudu rezervi (skat, komentarus par So dokumentu). Ja tiek pienemta 
tik plaSa Padome, tad las priek&sedetaju bfltu ieteicams iecelt premjerministram. 
Tomer ari Lauksaimniecibas ministrijai vajadzetu savu parstavi Padome. Padomes- 
grupas, kas iecereta ka politikas veidotaji,- nosaukuma butu jaatspogu|o tas plaSas 
politikas veidotajas funkcijas (tadej vismaz angliski So Padomi butu piemerotak saukt 
nevis ka parasts, par board, bet drizak par council). Un LB direktoram vajadzetu but 
nevis Sis grupas ierindas loceklim, bet izpildsekretaram. Lai noSkirtu valsts un 
privatseklora intereses, visiem LB darbiniekiem bQtu jabQt iereduiem, kas nav saistiti 
ar privaLstruklurain nozare, ko tiem japarrauga.

Attieciba uz 5i panta pedejo teikumu, nav pienemami, ka LM nozime citu valsls un 
privalu inslitiiciju locekjus, kam paSiem ir savas politiskas intereses. §os locekjus 
jaizraugas paSam gim institucijam.

5.3^.2. Ir pilniba pienemami, ka LM nosaka parvaldes noteikumus un darba samaksu 
LB direktoram, bet tada gadijuma ir jajanosaka direktora ka valsts ieredna, nevis 
pusneatkarigas ag'enturas darbinieka loma.

(}. pants

Kvalitates konlroles un konkurcnccs uzturetajas valsts a^entOras lidzek|iein biitu janiik 
vienigi no valsts budzeta, pakalpojumu izmantotaju iemaksam un muitas nodevam, ja



'•I* tadas pastav. Alseviski nebQtu janorada iegSmumi no valsts graudu rezerves vaiparstrades uznemumiem.

Ari Si panta pedejais teikums bQtu jasvHro, jo las paredz ienakumus no avotiem, kas pielidzinami komercdarbibai.

Lauksaimniecibas privalizSciajs projekls 

1993. gada 8 . februari

r



Komcntari 1993.gada 22.fchruara likumprojcktani 
"Par Latvijas labibas tirgu un Valsts lablbas rczcrvi"

Ja likuma uzdevumi ir likuma skaidri nofoimuleti, varbut mes tos esam 
parpratuSi tulkojuma de|. Ka mes sapratam, Si likuma uzdevums ir sekmet Latvijas 
pieprasijuma pec graudiem apmierinaSanu ar likuma palldzibu radot 
priekSnoteikumus Latvijas lablbas tirgus izveidei. Kaut ari dokuments kopuma 
nosaka, ka likuma uzdevums ir an atbalstit konkuretspejiga lablbas tirgus 
izveidoSanu, musuprat, So uzdevumu butu jadefine an l.panta - Likuma uzdevumi.

Kopuma mes piekrltam likuma pamatnostadnem. Tomer, likumprojekta ir 
dazi konkreti aspekti, kuriem butu nepiecieSams precizejums vai izmaipas. Turpmak 
mes paskaidrosim tos slkak.

Likuma lietotie termini

Latvijas labibas tirgus:

Musuprat, no uzskaitlto personu saraksta vajadzetu izslegt mai7.cs razotajus, 
realizetajus un pateretajus. Ja ir tada nepiecieSamiba, tad maizes razotajus var tomer 
atstat. Bet, kas attiecas uz maizes realizetajiem un pateretajiem, tad, musuprat, vini ir 
arpus lablbas nozares galvenajam aktivitatem un vinus nevajadzetu uzskatlt par 
nozare iekjaujamo sastavda|u. Turklat, §im sarakstam mes pievienotu citus lablbas 
tirdzniecibas sistemas parstavjus, tai skaita tirgotajus, starpniekus. Vinu iekjauSana 
saraksta liecinatu par vinu pakalpojumu svariguma atzISanu nozares ietvaros.

3_.paragrafs:

Mes ietciktu lietot vardus "piedavajums/pieprasijums" nevis 
"paterins'/razos'ana". Tas i$o koncepciju pietuvinatu "normalai" praksei, ka an 
precizak paskaidrotu labibas bilance ietvertos skaitjus.

2. pan Is

2.3. paragrafs:

Musuprat, lietderlgak butu noteikt, ka valsts, izmantojot Valsts lablbas rezervi 
"ietekme piedavajuma/pieprasijuma bilanci" nevis "ietekme lablbas tirgu". Musu 
ieteiktais formulejums butu piemerotaks un atbilst zemak izteiktajam priekSlikumam 
par rezerves krajumu izmantoSanu. (13. pants)

Mes izsvltrotu noradijumu par "valsts razoSanas un paterina bilanci". 
Formulejums "valsts kontrole par arejo tirdzniecibu" nav pietiekami skaidrs. No Si 
saraksta mes izsvitrotu ari noradijumu par valsts graudu kvalitates inspekciju, jo to 
neveic labibas tirgus ietekmes'anas nolukos.



3.pants

3.1. paragrafs:

Vardu savienojumu "valsts labibas tirgus reguleSana" nomainiet pret "valsts 
labibas politikas parvaldi&ana".

3.2. paragrafs:

Mes ieteiktu pagarinat labibas razoSanas un paterina gada bilances 
apstiprinaSanas terminu lldz l.decembrim, tadejadi dodot laiku veikt preclzu nesen 
pabeigtas razas novakSanas rezultatu izpeti gan Latvija, gan citos regionos, kas 
ietekme Latvijas labibas nozari. Visus izpetes darbus vajadzetu veikt uz ra2as gada 
perioda pamata, t.i., no junija lldz maijam vai no julija lldz junijam, utt.

4.pants

Si panta nosaukumu vajadzetu formulet tadejadi, lai tas neraditu priekJitatu, ka 
labibas tirgu kontrole/ietekme valdlbas agenturas. Mes iesakam izsvitrot vardus 
"Latvijas labibas tirgus ietekmcSana".

4.2, paragrafs:

§i paragrafa ievaddaju mes parfrazetu sekojoSi: "Lai varetu nodroSinat 
sabalansetu pieprasljumu un piedavajumu, Latvijas Valsts Labibas birojs veic 
sekojoSus uzdevumus:"

4.2.1. paragrafs:

Vardu "noteik^ana" nomainit pret "aptuvena noteikSana". 

4.2.3,_paragrafs:

"Labibas arejas tirdzniecibas reguleSana" nomainit pret "importa/eksporta 
reguleSana".

S.pants

Mums rodas Saubas par to, vai ir lietderigi pie§kirt Labibas biroja padomei 
pilnvaras tieSai Labibas biroja direkcijas un tas funkciju kontrolei. Ir skaidri redzams, 
ka Sada veida struktura virzls Labibas biroju vairak uz politikas pusi, nevis uz 
ieprieksparedzeto reguleSanas un pakalpojumu funkciju realizeSanu. Labibas birojs ir 
Lauksaimnieclbas ministrijas darbibas sfera. Ja valdiba grib iesaistit likumprojekta 
minetos parstavjus (galvenokart darbibas politikas veidoSanas nolukos), tad ta to var 
realize! izveidojot padomnieku padomi. Bet Sadai padomnieku padomei nebutu 
pieskiramas pilnvaras kontrolet agenturu. Turklat, Saja likumprojekta noteiktas 
attiecibas starp strukturas sastavdajam apgrutinas vai pat padarls neiespejamas 
Labibas biroja iepriek.^parcdzetas funkcijas.



Labibas biroja paredzetas funkcijas IpaSi izce| grutlbas funkcionejoSas 
organizacijas izveidoSana, kas radisies, ja tiks ieviesta Saja likumprojekta noteikta 
struktura, kas ietver padomi. Labibas birojam ir jabut arpus politikas ietekmes sferas, 
cik vien tas ir iespejams. PaSreizeja struktura radls liela mera politizetu organizaciju.

7.pants

Saja panta noradltais valsts labibas paterina un raioSanas bilances 
sagatavo§anas terminS ir nedaudz paragrs. Mes ieteiktu to pagarinat par vienu 
menesi. Nav skaidrs noradijums par "minimalo valsti nodroSinamo graudu cenu 
llraeni". Ja tas attiecas uz razoSanas politikas pamatprogrammu, tad Saja sakarlba 
mums ir detalizetakas rekomendacijas, ko mes sagatavosim atseviSki.

S.pants

8.2. paragrafs:

§1 paragrafa merkis nav skaidrs. Vai Sis dokuments ir nepiecieSams katrai 
tirdzniecibas operacijai vai an tas ir nepiecieSams visparejai informacijai par 
atseviSku labibas tirgotaju, vai an lai nodroSinatu nodokju nomaksa§anu? Ja Sis 
dokuments ir nepucieSams katrai tirdzniecibas operacijai, tas izraisls milzlgu 
paplrdarbu, kas savukart varetu kavet tirgus tirdzniecibas attlstibu.

8.5. paragrafs:

No musu pieredzes mes zinam, ka tada veida labibas pirkSanas-pardoSanas 
nodcvas, kadas ir noteiktas Saja paragrafa, izraisls limitetas tirdzniecibas efektu un 
samazinas to cenu, ko par produkciju sanem zemnieki. Sis nodoklis darbosies ka 
Skerslis konkuretspejlga labibas tirgus izveidoSanai. Konkuretspejiga tirgus apstakjos 
labibu var vairakkartlgi pirkt un pardot pirms ta tiek reali izmantota. Ja tomer Sis 
nodoklis ir absoluta r.cpiecieSamiba, tad ka alternatlvu mes ieteiktu ieviest pedeja 
lietotaja nodokli, kas tiks pieskaitits labibas parstrades laika. Tas nozime, ka parasti 
to maksas labibas vai lopbaribas dzirnavas. Sadu nodokli ir administratlvi daudz 
vieglak savakt neka to, ko maksatu labibas tirgotaji.

9.pants

9.3^paragrafs:

Nav skaidrs Si paragrafa merkis un nozime.

10.panLs

Mes ieteiktu vienkarSot Si panta nosaukumu, piedavajot sekojoSu variantu : 
"Arejas tirdzniecibas pamatnoteikumi". Paskaidrojumi "labibas ... un cenu 
reguleSana", musuprat, nav nepiecieSami.



10.2. paragrafs:

Mes ieteiktu parfrazet 81 paragrafa pedejo teikumu: "Izdotajiem sertifikatiem ir 
jaatbilst starptautiskajiem labibas standartiem".

11.pants

11.1-4. paragrat'i:

Saja panta noteikta labibas raloSanas re&ionala reguleSana, veicinas 
neefektlvas, subsidetas razoSanas raSanos, ir joti darga un pretruna ar dzlvotspejigas 
zemnieku saimniecibas attlstlbu. Ja art konkretos rajonos ir nepiecieSamas istermina 
subsldijas, lai noverstu ienakumu samazinaSanos tradicionalo tirgu zaudeSanas de|, 
tad tarn ir jabut noteiktam zemnieclbas programmu likumdosana, bet ne likuma, kas 
veido konkuretspejlgu labibas tirgu.

12.panLs

12.1. paragrafs:

Musuprat, likuma nevajadzetu noteikt konkretu Valsts labibas rezerves 
apjomu, bet ikgadus tas butu janosaka atseviSki. Ja tomer likumam ir jadod konkretas 
norades par rezerves apjomu, tad tas var tikt izteiktas procentuala attieciba pret 
ikgadejo labibas pieprasljumu.

13.panLs

J3.1. paragrafs:

§o paragrafu vajadzetu piirfrazet sekojoSi: "Valsts labibas rezervi izmanto 
minimalo labibas krajumu nodroSinai^anai, kas nepiecieSami, lai nodroSiniitu 
pietiekamu piedavajumu vietcja pieprasljuma apmierinaSanai."

J1.2j3._paragrafi:

Saja paragrafa noteiklie Valsts labibas rezerves pirk&mas un pardoSanas 
noteikumi galvenokart iedroSinas Labibas biroju kjut par aktlviem labibas tirgotajiem, 
nevis veikt tirgus reguleSanas un pakalpojumu funkcijas. Saja sakarlba butu jaievero 
slingri principi, kas altiecas uzcenu noteikSanu labibas rezervei.

Tirgus vislabak darbojas tad, kas visi ta dalibnieki zin "speles noteikumus". 
Tadej, mes ieteiktu likuma iekjaut punktu, kas noteiktu, ka valdibai kalendara gada 
sakuma ir janosaka Valsts labibas rezerves pirkSanas-pardoSanas minimalas un 
maksimalas cenas attieciga gada razai. Tadejadi tirgus vares darboties So 
ieprieksnoteikto limitu ietvaros un tas veicinas aktiva labibas tirgus attistibu. Tas 
veicinas darboties tadejadi, lai saglabatu tirgus cenas tajas robezas, kas noteiktas 
pirms sezonas sakuma. Mes domajam, ka tas ir |oti svarigs princips, kas 
nepiecie.^ams konkuretspejlga tirgus pareizai funkcione.^anai, un iesakam to icverot.



Kamer So cenu faktiskais llmenis tick noteikts balstoties uz gada periodu, 
likumam ir japrecize, ka maksimala cena ir janosaka tada, kadu valdlba ir ar mieru 
maksat ieperkot krajumus rezerves izveidoSanai. Lldzigi ir janosaka an minimala 
cena, par kuru valdiba pardos rezerves krajumus. Reali Sis process varetu darboties 
sekojoSi:

Pienemsim, ka valdlba velas, lai 1993.-94.gada tirgus sezona kvie§u tirgus 
darbojas robezas no 12 000 LVR par tonnu lidz 19 000 LVR par tonnu. Tad 
vim' noteiks 19 000 LVR par tonnu ka minimalo cenu, par kuru pardos labibu 
no rezerves, un 12 000 LVR par tonnu ka maksimalo cenu, par kuru iepirks 
labibu pricks' rezerves. Vini neiejauksies tirgu, ja cenas bus Sajas robezas. 
Tadejadi, ja kvieSu piedavajums nebus pietiekoSs un to cena sasniegs 19 000 
LVR par tonnu, rezerves krajumi tiks pardoti, lai palielinatu piedavajumu un 
pazeminatu cenu zem 19 000 LVR limena.

Nonakot otra galejlba, ja tirgus bus parpildlts un cena bus zemaka ka 12 000 
LVR par tonnu, valdiba vares iepirkt krajumus rezerves papildinaSanai, 
samazinat parpalikumu tirgu un potenciali pacelt cenas.

lepriek^mineta pieeja dos zemniekiem un tirgotajiem iespeju darboties tirgu, 
zinot cenu parametrus. Taja paSa laika, valdibai ir jabut spejigai nopirkt labibu, kad 
las cena ir zema, un pardot, kad cena ir augsta, tadejadi saglabajot 13.2-3. panta 
koncepcijas saturu neizjaucot tirgus tirdzniecibas operacijas.

Sos komentarus sagatavoja: 
Agrobiznesa privatizacijas grupa 
I993.gada IS.aprlli

Bruce Carrie Si Matthies 
Conrad Fritsch Nils Melngailis



Komentari par likuma projektu "Par Latvijas graudu tirgu un 
valsts graudu rezervi" 22/2/93

Sie komentari ir papildinajums tiem, kas tika sagatavoti 15. aprill. Kopuma tie 
vairak attiecas uz konceptualiem risinajumiem, nevis punktu pa punktam komente 
likuma ietvertos pantus.

A. Graudu tirgus darhiha

Savos iepriekSejos komentaros mes pienemam, ka tajos gadijumos, ja tick 
piedavatas subsidijas un pabalsti zemniekiem, tos sanem tieSi paSi zemnieki. Lablbas 
tirgum ir iespeja darboties noteikta likumu kopuma ietvaros. Lablbas Birojs ir 
likumigs valdibas parstavis, ta pirkSanas un pardoSanas darljumi ir tikai ar noluku 
nodrosinat lidzsvaru starp piedavajumu un pieprasljumu ar likumu noteiktaja apjoma 
valsts graudu rezervei. Valdibas lauksaimnniecibas programmas tieSi papildinatu 
zemnieka ienakumus un samazinatu tirgus cenu raditos zaudejumus.

Kopuma valdibai ir japienem tada graudu politika, lai graudu tirgus darbotos 
galvenokart balstoties uz pieprasljauma un piedavajuma faktoriem, jo tie atspogujo 
vietejos apstakjus. Saskana ar So vieteja tirgus darblbu, jaievieS tarifu sistema, lai 
noverstu nevajadzigu graudu importu no austrumu re&ioniem, kur graudi ir joti leti. 
Tapat an vieteja tirgu graudus, kas ievesti ka humana palldzlba, pardotu par vieteja 
tirgus cenu, nevis cenu, kas butu pielldzinata pasaules tirgus cenai. Latvijas 
ekonomikai attlstoties, vietejas graudu cenas pakapeniski tuvosies pasaules tirgus 
cenu imenim. Bet valdibai vajadzetu izvairlties no maksligas vietejo cenu 
paaugstinaSanas Iidz pasaules cenam parak strauja tempa.

Icteikums

Likuinam jadod iespeja izmantot tarifus, lai sasniegtu stabilas vietejas tirgus 
cenas, kas atspogujotu: 1) graudu audzetaja produkcijjas izmaksas, un 2) graudu 
izmantotaju (lopu audzetfiju un pateretaju) maksatspeju. Ta varetu sasniegt merki - 
apmierinat vietejos pieprasijuma/piedavajuma apstak|us.

IJ. Zcmnicku icnakumu albulsta pro}>rainnias clarbiha

Cik vien iespejams, javeido zemnieku ienakumu atbalsta programmas ar 
noluku samazinat tirgus radltos zaudejumus. Tas ir Sada veida programmu merkis 
ASV. Parasti cenas razas novakSanas laika ir zemakas neka pareja gada laika. Kaut 
gan ir svarigi, lai valdiba nodrosinatu, ka cenas nav parak zemas razas novaksanas 
laika, tas ari nevar noteikt tik augstas, lai radltu neatbilstibu pareja gada laika. ASV 
tick izmantota sarezglta izejvielu nakotnes tirgu sistema, lai nodroSiniUu tirgus 
stabilizacijas funkciju. §1 sistema ir |oti sarezgita un vel paSlaik Latvija nevar tikt 
ieviesta. Kombinejot graudu iepirkSanu un pardo^anu graudu rezervei (catir Biroju) 
ar importa tarifiem un importa tirgotaju stirngu HcenzeSanu var nodro^inat tirgus 
stabilizaciju, bet tas ir jadara uzmanlgi, lai veicot Sos pasakumus, razas laika netiktu 
maksligi ieviestas augstas cenas, kuras nevar noturet visti cauru gadu.

A



Likuma projekts nenodroSina atbalsta ienakumus zemniekiem, bet veido 
mehanismu ka radlt Sadu nodroSinajumu. Nav nepiecieSams attistit realo zemnieku 
atbalsta programmu likuma par graudu tirgu. Ir pietiekami nodroSinat atbalsta 
pamatus. Saskana ar patreizejo produkcijas apjomu un cenam, lai izveidotu zemnieku 
atbalsta programmu nepiecieSams aptuveni 550 lidz 600 miljoni LVR.

Ar 11. pantu, (2) rindkopu noteikts zemnieku programmas fonds, kas 
izlldzinas labibas raioSanu un ienakumus visos regMonos un veicinas noteiktas lablbas 
Skirnes audzeSanu katra rajona. Ta ir |oti ierobeiota zemnieku programmas forma, kas 
varbut piemerojama tuvakajos paris gados, kamer ar saimniecibu nesaistito ienakumu 
iespejas ir stingri ierobezotas. Bet ilgstoSa laika perioda resursu ierobeios'ana, lai 
nodroSinatu tikai vietejo produkciju, varetu nopietni aizkavet efektivaku tehnolo^iju 
ievieJianu

Jaattista mehanisms, lai ievaktu Sos ienakumus. 3 procentu nodokju iekaseSana 
graudu tirdznieciba bus gruti ieviegama dzlve kad izveidosies aktiva privata 
tirdznieciba, jo faktiski graudu ipaSnieks var vairakkart mainities, vel pirms graudi 
nonak lidz parstradei.

Ictcikums

1. Graudu apgrozijuma nodoklis ir jaiekase, kad graudus pardod parstradei 
(dzirnavam vai kombikorma rupnicai). Tas samazinas ar iekaseSanu saistltas izmaksas 
un to bus vieglak ieviest dzlve neka tad, ja nodoklis butu jamaksa katra pardosanas 
reize.

2. Nodrosinat 11 .panta teikumu, kas dotu iespeju no graudu pardo^nas iegutos 
ienakumus, izmantot dazada veida zemnieku atbalsta programmam vel papildus tam, 
kas paredzetas, lai izlidzinatu zemnieku ienakumus dazados re^ionos.

C. Labibas Hiroja Ionia

LB nevajadzetu but nekadu tieSu vai netieSu attiecibu ar jebkadiem valsts vai 
privatiem parstrades uznemumiem, kas varetu ietekmet ta speju izpildit ta regulejoSas 
un pakalpojumu funkcijas.

Perkot vai pardodot valsts TpaSuma esoSos graudus tirgus stabilizacijas 
nolukos nevar but nekadas norades uz to (ka las tagad ir gadljuma ar 13 pantu), ka SI 
tirdznieciba tick veikta radot pejnu. Faktiski pejnu var gut labibas pirk&anas un 
pardoSanas procesa stabilizacijas nolukos, bet tas nevar but nosacljums tirdznieclbai 
uz valsts rekina. Vel jo vairak, visi ienakumi no graudu pardoSanas (ieskaitot pejnu) 
jaatdod atpaka) valsLs budzetam, kas tick IpaSi rezervets Sim merkim. LB vadlbai 
jabut neierobezotam tiesibam kontrolet So fondu izlietojumu tekoSajam budzetam. 
Siem fondiem jabut pieejamiem, lai no liem varetu pieSkirt lidzekjus LB gada 
budzetam kartiba, kas lidziga tai, kada notiek citti valdibas ag'enturu finanseSana. LB 
nekada gadljuma nedrikst darboties tada veida, kas to novirzltu no ta regulejoSajam, 
pakalpojumu un informacijas sniegSanas funkcijam.



Visi graudu tirgotaji, kas ieperk no zemniekiem graudus to talakai pardoSanai 
jaregistre, bet tiem nevajadzetu iegadaties licenzi. Tomer visiem graudu 
importetajiem jabut licenzem un jauznemas saistibas attieciba pret muitu. LB javada 
Sis funkcijas. Saja situacija "sabiedriska" (public) graudu uzglabaSana nozlme, ka 
graudi pieder kadam citam, nevis elevatora IpaSniekam. Visiem Sadiem sabiedriskiem 
elevatoriem jabut pakjautiem regularai inspekcijai no LB puses, lai uzturetu graudu 
kvantitati un kvalitati atbilstoSi pienemtajiem starptautiskajiem standartiem.

LB jabut skaidri noteiktam unikalam pilnvaram, aizsargatam ar likumti, 
regulari vakt un izplatit informaciju par graudu daudzumu, kas ir vaists riciba. 
Zinojumi janodod atklatibai reizi menesi, un tajos jabut datiem par vietejiem 
graudiem, importetajiem komercialajiem graudiem un graudiem, kas sanemti 
humanas palidzlbas programmu ietvaros. Elevatoriem, kas 3os graudus uzglaba, 
regulari jaatskaitas par krajumiem LB un tie ir pakjauti civilai atbildlbai par 
informacijas nesnieg^anu vai nepareizas informacijas sniegs'ami. Katru menesi tai 
pai^a dicna LB sniedz informaciju. Tas nodroSinatu atklatibu valdibas graudu rezerves 
un humanas palidzlbas graudu programmu vadiSana. Tas noverstu parpratumus un 
neuzticibu, kas paSlaik valda Lauksaimniecibas Ministrijas attiecibas ar zemniekiem, 
sabiedribu un likumdevejiem.

Kekomcndacijas

1. Izslegt tekstu 13. panta, paragrafos I un 2, par to, ka LB stabilizacijas 
pasakumiem jadod pejna.

2. Likuma ietvert prasibu, ka resursi, ko iegust valdiba graudus pardodot, tick 
tureti speciala vaists budzeta rekina, kas izveidotss valdibas tirdzniecibas aktivitatem. 
Sim rekinam jabut atdalitam no rekina, ko izmanto zemnieku programmu fondam, un 
tas japieSkir katru gadu ka parasts vaists budzeta norisem. LB nebutu neierobezotas 
iespejas piek(ut §iem fondiem, lai papildinatu savu darba budzetu.

3. leslegt prasibu LB savakt un izplatit atskaites par vaists graudu krajumiem, 
kas tiek uzglabatas "sabiedriskajos" graudu elevatoros. Zinojumi jasniedz ik menesi 
un tiem jaietver dati par humanajiem graudiem, vietejiem un komercialajiem importa 
graudiem, kas tiek uzglabati. Elevatoriem zinojumu sniegSana ir obligata, un civilie 
sodi paredzami par nepak|auSanos Sim prasibam.

D. Vaists (Jraudu Kczcrvcs Saglabasana

12. un 13. panti nosaka vaists graudu rezerves lielumu un tas lieto§anu. 
Relativa un nevis faktiska limena noteikSana, ka tas ir paSIaik, paver iespejas pateriija 
un izlietoSanas palielina^anai un samazina?>anai laika gaita saskana ar parastu 
administrativu kartibu rezerves saglabaSanai.

Parasti rezerves apjoms ir noteikts, lai atspogujotu piedavajuma 
nepiecieJiamibu noteikta laika posma. Tada apjoma ka tas ir noteikts paSIaik partikas 
graudiem nodroSinata rezerve apmeram 8 meneSiem, kamer lopbaribas graudu rezerve



ir apmeram 3 meneSiem. Seklas graudu rezerve ir mazak neka 5 procenti no 
patiesajam vajadzlbam.

Minimalais un maksimalais rezerves limenis ir janosaka, nevis uzliekot 
ierobezojumus graudu pardoSanai un pirkSanai, ka tas ir 13 panta 2. un 3. paragrafa.

Icteikums

Likuma noieikt graudu rezerves llmeni pec ikmeneSa piegades vajadzlbam. 
leteicamais minimalais un maksimalais graudu limenis partikai varetu but attieclgi 5 
un 9 meneSiem. Minimalais un maksimalais lopbarlbas graudu llmenis varetu but 3 un 
5 meneSiem. Nav skaidrs, kapec nepiecieSama seklas graudu rezerve.

Zemaks minimuma un maksismuma limenis lopbaribai izriet no fakta, ka 
samera lieli lopbaribas graudu krajumi atrodas saimnieclbu noliktavas. §ie apjomi 
nakotne palielinasies.

Sagatavoja:
Agrobiznesa privatizacijas projekts
7. maijs, 1993

Conrad Fritsch



On Jan. 28 Draft Law On Grain Market and State Grain Reserve, Feb. 8; I
Komentars par likuma projektu 28.01.93.
par Latvijas labibas tirgu un Valsts labibas rezcrvi

Var secinat, ka likuma merkis ir radlt uz konkurenci balstltu tirgu privata 
sektora graudu pardevejtem un parstradatajiem, vienlaikus dodot valstij pietiekoSas 
pilnvaras kontrolet vai rikoties ar graudu krajumiem tada veida, ka a) valdibas 
politika tick veidota ta, ka zemniekiem vai pateretajiem var tikt dotas subsldijas, un 
b) valsts var iejaukties tirgus procesos, lai padarltu minimalas graudu cenu svarstibas. 
Projekta tas ir izstradats diezgan labi.

Tomer valstij tick dotas plaSas pilnvaras stabilize! graudu cenas tirgu. Sis 
pilnvaras var ari tikt izmantotas tada veida, ka tick iznicinata, ierobe&a, vai an 
veicinata konkurence. Japardoma, kada veida Sis pilnvaras samazinat, lai nenotiktu So 
pilnvaru Jaunpratiga izmantoSana, kas varetu bflt iznicinoSa attieciba pret 
zemniekiem, dzirnavniekiem vai pateretajiem. Sis acimredzami delikatais jautajums 
jaatrisina, nemot vera Latvijas pastavoSas politiskas realitates.

Visparigi ieteicams, ka, realizejot So likumu, nolikuma tiek ietverti noradijumi 
par ricibu ar graudu krajumiem un valdibas lomu tirgus reguleSana. Tas dod iespeju 
saglabat zinamu politikas elastibu.

Likums atdala LB Valdi ka galvenas graudu politikas noteiceju, sakot no cenu 
noteikSanas razotajiem, valsts graudu reservei un pateretajiem, un LB Stata 
darbiniekus, kas realizes So politiku. No definicijas var spriest, ka Valdes sastavs bus 
jOtigs pret politiskajam parmainam, kas varetu ietekmet lemumus par cenam, rezerves 
lielumu u.c. jautajumiem, kurus ta ir tiesiga lemt, ka piemeram, subsidijas 
pateretajiem.

Rezultata musu komentars iesaka, ka Lauksaimniecibas Ministrijai no jauna 
jauzdod vadibas funkcijas attieciba uz LB darbiniekiem, kas paSlaik uzliktns Valdei. 
Tas nodroSinas, ka LB darbinieki netiks aizstati ar cilvekiem, kuri parstav kadas 
noteiktas politiskas intereses, kas varetu noteikt Valdes ricibu.

Konkreti jautajumi tiek aplukoti zemak.

4. pants

Uz ko attiecas termins "bazes cena"? Vai ta ir bazes cena graudu razotajiem, 
malejiem, vai vieniem un otriem? Ja tas piemerots tikai graudu razotajiem (kas ir 
pareizi, ja malSanas industrijai jadarbojas uz konkurejoSiem tirgus principiem), tad 
formulejums "razotaja bazes cena" atklatu noluku, ja ta ir domats.



5. pants

Paragrafs 5.2.: lerosinam, ka noradijums uz konkursu par tieslbam graudu 
arejai tirdznieclbai tiktu iek|auts drizak Nolikuma par Likuma realizeSanu, navis pa§a 
likuma. Tomer, ja §o saglaba Likuma, tiek uzsverts, ka tieSi privatais sektors, un 
nevis sabiedriskais faktiski veic graudu eksportu un importu.

6. pants

Paragrafs 6.2.: Nav skaidrs no formulejuma, vai ievedmuitas un izvedmuitas 
nodokji tiks uzlikti visos gadijumos, vai tikai dazm Liekas, ka Seit muitas nodok|u 
merkis ir atbalstit valdibas politikas realizeSanu, bet tie netiks uzlikti visos gadijumos. 
Skat, ari diskusiju talak.

Paragrafs 6.3.: Nav skaidra atSkiriba starp 6.2. un 6.3. Ko nozime "ligumi" 
Saja konteksta? Varetu domat, ka muitas nodokji tiek uzlikti visam nozarem 
komercialos nolukos. Ja tas ta nav, politikas merki kjust neskaidri. Tomer butu vieta, 
ka netiek uzliktas muitas nodevas gadijumos, kad importeSana notiek ar noluku 
papildinat valsLs graudu rezerves. Kapec gan valdibai jamaksa nodevas graudu 
rezerves papildinaSanai? Varbut vajadzetu parrakstit paragrafus 6.2. un 6.3., lai 
noverstu So acimredzamo nekonsekvenci.

7. pants

Paragrafs 7.1.: Vai viens no rezerves nolukiem ir "valsts labibas tirgus 
reguleSana", vai vienkarSi regulet "labibas tirgu"? Jaunaja sistema faktiski nebus 
valsts labibas tirgus, ko regulet, ja galvenais politikas merkis ir privata sektora 
konkurejoSu tirgu attistiba. Varbut §o paragrafu varetu izsvitrot, jo par §o tiek runats 
paragrafa 8.1. pirmaja teikuma.

8. pants

Paragrafs 8.1.: Turpinot iesakto diskusiju, iesakam pirmo teikumu aizstat ar 
"Valsts labibas rezerve tiek izmantota galvenokart, lai likvidetu deficitu vieteja tirgu".

No musu rietumu viedokja butu dodama priek§roka visparigakam 
formulejumam vieta, kur izteikta prasiba ierobefcot tirdzniecibu lidz 30% no labibas 
rezerves. Ta vieta varetu but "LB var pirkt un pardot labibu tikai valsts rezerves 
atjaunoSanai vai vieteja tirgus nodroSinajuma stabilizeSanai limeni, ko atjauj Latvijas 
Valdibas politika".

Svarigi ir noteikt, ka LB nav jaiesaistas komerciala labibas tirdznieciba, kad 
tas velas, bet tikai tada mera, lai stabilizetu pastavoSo tirgus nodroSinajumu, vai 
atjaunotu rezerves. Visparigs formulejums likvides nepiecieSamibu pec teikuma, kas 
sakas ar "Novirzes no augstak..."



Turklat, noradijums, ka lablbas pirkSana un pardoSana, izmantojot rezerves, 
'notiek esoSo lidzekju ietvaros, nav realistisks, ja vienlgais noluks, iesaistoties tirgu, ir 
tirgus stabilizacija. Labi, ja tick guta pejna, bet to nevar noteikt ka institucijas merki.

11. pants

Raugoties no rietumu viedokja par pilnvaru atdali§anu, domajams, ka a) LB 
Valde ar Premjerministra ieceltu priekSsedetaju, un b) LB Direktors, ko iecej 
Lauksaimniecibas Ministrs, dos joti velamo Hdzsvaru starp kontroli par politikas 
funkcijam un So funkciju tehnisko izpildijumu.

Laika gaita valdibas politika mainlsies, bet tehniskie aspekti ka labibas 
inspekcija un kontrole, ekonomiska analize, labibas pirkSana un pardoSana paliks 
nemainigi. Tadej LB personala merkis ir tehniskas kompetences iegugana un 
uztureSana. Ja personala veidoSana tiks pakjauta LB valdes pilnvaram, ka tas paSlaik 
noteikts likuma, tas nenodroSinas tadu rezultatu. Faktiski var notikt ta, ka tick 
iznicinata augstvertigu labibas krajumu nodroSinaSanai nepiecieJSama kompetence. 
Tadej ierosinam, ka direktors un tehniskais personals tick nollgts pec valsts ierediiu 
nodarbinaSanas standartiem.

Paragrafs 11.3.: Valdes personalais sastavs liecina par plaSu 
parstavniecibu. PriekSsedetaju iecej Premjerministrs. Citi locekji parstav savas 
noteiktas intereSu grupas. Locekjus iecej Valde parstavetas grupas.

No augstak mineta ieteikuma izriet, ka LB tehniskajam direktoram un visam 
vina personalam butu valsts ierednu statuss un tie tiktu noligti Lauksaimniecibas 
Ministrijas personala ka valsts ierednu veidoSanas politikas ietvaros.

Turpinot domu par politikas noteikganas un tehniska darba izpildiSanas 
funkciju atdaliSanu, Lauks. Ministriju Valde varetu parstavet Ministra pirmais 
vietnieks, bet LB Direktoram butu Valdes izpildsekretara statuss. Vin§ savas 
organizacijas viedokli liks priekJSa no tehniska aspekta, ka ieteikumu. Svarlgi, lai 
direktoru nevar atlaist no darba Valde. Tas, ka Valde butu tieslga pienemt darba un 
atlaist no darba direktoru, varetu nozlmet, ka Valde mainitu direktorus atkariba no 
Valdes politiska sastava.

Paragrafs 11.4.: Ka augstak minets, LB direktoram jabut pakjautam tai paSai 
darba pienemSanas un atbrlvoSanas kartibai ka citi valsts ieredni augstakajos valdibas 
Hmenos. Ja §i pieeja tick pienemta, rinda sakot ar "Labibas biroja direktora 
ieceJSana... var tikt iznemta.

Sagatavoja:
grorupniecibas privatizacijas konsultantu grupa 

1993.g. 8. februari



Tatad, sekojosas izmainas butu lietderlgas:

Vcikt sekojosas izmainas S.punta tresa paragrafa pirmaja rinda:

"Lauksaimniecibas ministrijas specialistu ka valsts pilnvarotu parstavi. ViriS ir 
Sis komisijas priekSsedetajs un parstav valsti valsts IpaSuma gajas parstrades 
uznemumos, kas tick privatized balstotics uz So likumu, privatizacijas procesa 
realizacija."

Vcikt sekojosas izmainas 6.panta scstaja para^rafa:

"Uzdot Privatizacijas komisijas prickSsedetajam realizet valsts ipaSunui 
privatizejamaja akciju sabiedriba saskana ar konkursa rezultatiem."

T.panta trcsais parajirafs:

Veikt sekojosas izmainas teikuma, kas nosaka pasreizejas valsts uznemurna 
administracijas pienakumu un atbildibas izbeigSanos:

"Valsts akciju sabiedribas parvaldes inslitucijas pienakumi un atbildlba 
izbeidzas, tiklldz Ipa^umtiesibas ir nodotas jaunas akciju sabiedribas 
izpildinstitucijai."

T.panta ccturtais paragruTs:

SI paragrafa izmainam ir janosaka, ka Privatizacijas komisija, un nevis 
paSreizeja administracija, ir tiesiga veikt valsts TpaSuma realizaciju.

"Privatizacijas komisija veic ar objekta privatizaciju saistltas sekojosas 
darbibas:"

S.pants:

Ta ka privatizacijas procesa gaita tiks izveidota pilnlgi jauna sabiedriba, tad 
nav lietderlgi, ka jaunas sabiedribas dibinaSanas sapulci sassauc paSreizejas valsts 
akciju sabiedribas parvaldes institucija. Tas ir Privatizacijas komisijas uzdevums. 
Tadejadi:

P-l!aJ LP a.Ia£ rJ'l j S.Y- ?J c..sck oj osas i zin a i n as ;

"Sapulci sasauc Privatizacijas komisija saskana ar Latvijas Republikas likumu 
"Par akciju sabiedrlbam" un sabiedribas slatiitiem."



On Meat Processing Law;

Knmcnliiri likumam 
"Par valsts ipasuma privali/aciju uajas parstradcs u/nenuimos"

A. Visparigie komcntari

Likums nosaka, ka valsts IpaSuma privatizacija ir javeic konkursa kartlba. 
IpaSumtiesIbu lielaka da|a ir rezerveta personal vai personu grupai, kas ir iesniegusi 
visveiksmlgako priekSlikumu. Bet nav skaidri pateikts, vai konkursa drlkst piedallties 
tikai Latvijas iedzlvolaji vai ari arvalstu iegulditaji. Turklat nav ari skaidrs, vai 
zemnieka vai uznemuma darbinieka vadita grupa var iesniegt priekSHkumu 
IpaSumtiesibu lielakas dajas iegusanai papildus tain dajain, kas viniem jau ir 
rezervetas. Sie divi jautajumi butu japrecizc.

Kartiba, kada valsts nodod realas IpaSumtiesibas jaunajiem akciju sabiedribas 
ipasniekiem, nav ipaSi piemcrota. Likuma projekts dod tiesibas paSreizejai 
uznemuma vadibai valsts varda sagatavot IpaSunitiesIbu nodoSanas dokumentus un 
sasaukt jaunas sabiedribas dibinasanas sapuici. Tas butu jadara Privatizacijas 
komisijai.

Parvaldes funkciju realizeSanu varetu uzlabot, ja komisijas priekSsedetajam 
dotu tiesibas Lauksaimniecibas ministrijas varda sagatavot privatizacijas procesa 
pabeigSanai nepiecieSamos dokumentus un veikt visus izpetes darbus. Faktiski SI 
persona ir minislrijas parstavis Privatizacijas komisija un tai ir jadod skaidras 
pilnvaras darboties valsts varda, ieverojot likuma noteiktas praslbas.

B. Atseviski komcntari

Likums dod tiesibas pasreizejai uznemuma vadibai sagatavot tos dokumentus, 
kas nepiecieSami privatizejamaja uznemuma esoSa valsts IpaSuma pardosanai. Ta ir 
Joti nepiemcrota pieeja 51 svarlga privatizacijas jautajuma risinaSana. PaSreizejai 
vadibai nav tieslbu valsls varda risinat jautajumus, kas attiecas uz JpaSumtiesIbam un 
Ipasnicku nomainu. Un skiet, ka daudzi paSreizejie vaditaji iesniegs savus 
pieprasijumus pec IpaSumtiesibam un ka dazi k)us par jauno IpaSnieku parstavjiem. 
Sajos gadijumos, dodot tiem tiesibas sagatavot nodoSanas-pienemSanas dokumentus, 
viniem tick dotas ari nepamatotas priekSrodbas. Tas var butiski ietekmet ari 
privatizacijas procesa ilgumu, gadljuma, ja paSreizejie vaditaji nepiekritls 
Privatizacijas komisijas lemumiem.

Daudz lietderigak butu, ja Privatizacijas komisijas priekSsedetajam (kas 
parstav Lauksaimniecibas ministriju) tiktu dotas tiesibas valsts varda risinat visus tos 
jaulajumus, kas saistiti ar IpaSumtiesIbu nodoSanu. Lidzlgi tain, Privatizacijas 
komisijai butu jaatbild par visu IpaSumtiesibu nodoSanai nepiecieSamo anallzu un 
dokumentu sagatavoi5anu. Privatizacijas komisijai butu ari jasasauc jaunas 
sabiedribas dibinasanas sapuici.



On Agriculture Processing Enterprise Privatization Law;

Draft 8/9/92

Komentars likumam 'Par valsts lauksaimnieclbas 
produkcijas parstrades uzpemumu parveidosanu un 
privatizSciju'. 28/7/92

Sakara ar 15. apri^a LR Augstakas Padomes Rezoluciju ir 
dazi jautajumi:

1. Ka saprast Augstakas Padomes Rezoluciju, kur 1.1. 
teikts, ka 'II karta ... kapitals ... sadalams ... 
uznSrnumu darbiniekiem' ar 2.1. kur teikts, ka ' piena 
parstrades uznemumi bez atlidzibas janodod bijuSajam 
vai jaunizveidotajam piensaimnieku sabiedribam ....'? 
Vai^pedejais attiecas tikai uz nelikumigi atsavinato 
Ipasurnu un pirmais - uz visiem parejiem gadijumiem?

2. Parlasot sos divus paragrafus velreiz, to varetu 
izskaidrot ta, ka jaunizveidotas vai atjaunotas 
biedrlbas (I.L) 1. karta attiecas tikai uz biedribam, 
kas izveidotas ar noluku atgut kooperatlvu IpaJsumu, kas 
ticis nelikumigi atsavinats 1940. gada. Paragrafa 2.1. 
teikts, ka sis Ipasums (kapitala da^a) janodod bez 
maksas. Vai ta? Nav skaidra atskiriba starp 'nodot' 
Ipasumu, kas attiecas uz 1. kartu un 'sadalit', kas 
attiecas uz 2. kartu.

3. 3. mineti 10 ipasi gadljumi. Tadejadi rodas iespaids,
ka ir 2 privatizacijas posmi. 1. posma privatize visus, 
iznemot 10 lielakos uzpe"mumus, un 2. posma atlikusbs 
10. Par to netiek runSts jusu projektS. Vai to 
vajadzetu pieminSt?

4. T5pat vismaz 1. posma ir 2 kSrtas: kapitclla dalu 
nodosa.ia (bez maksas) atjaunotaj5m vai no jauna 
i ?.veicloi:ajam biedribam, kas parstav tos, kuru ipasumi 
tika nelikumigi atsavinati 19^0. gada un 2. posms - 
parejo kapitala da^u sadallsana.

Talakie koraentari attiecas uz Likuma Projektu.

5. Pants 1.1: Nepieciesams pateikt, ka kapitala daj.as tiek 
nodotas bez atlidzlbas saskanS ar ... Butu labak 
vienkarsi teikt, ka 'kapitala daj.as janodod saskana ar 
....' Tadejadi acimredzama nekonsekvence par bezmaksas 
kapitala dajam netiek tiesi ienesta likuma. Tas dotu 
lielaku elastibu likuma pielietosana.

6. Pants 1.2:' So arT varetu formulet citadi, lai atklatu 
atskiribu starp to, kas augstak minets ka 1. un 2. 
posms. Kad si skaidriba ir ieviesta, tad vispirms 
atsaucas uz 1. kcfrtu (privatize, atstajot 10) un 2. 
kartu (10 uznemumi), un tad Augstakajai Padomei tiek



7.

8.

dotas pilnvaras notei.kt sSkuma un beigu terminus katrai 
kartai. Tie varetu da}eji sakrist, savienojot 1. un 2. 
kartu. ja ro.9 ir vRl.ams. Vai ir noluks, ka Augstaka 
Padome noteiktu kartibu un terminus atsevisku uzne~mumu 
privat.izacijai?

Pants 3, 1 
Sciprast ka

posms: Vai terminu "novertesana" varetu 
"kapitala novertesana"?

Vel dazi paragr=ifi ir nepieciesami Komisijas darblbas 
noteiksanai. ir vieta atsauce uz likumdosanu, kas 
attiecas uz Privntizacjas Komisijrim. D Abeles projekta 
sis ir labi izstradats. Papildus vajadzetu konkretizet: 
priekssedetaja un locek^u pilnvaras, balsosanas 
proceduru, kompetences sferu, ka arl to, kurs izvelas 
pe^onas fvai rjrupu) privar.j zacijas veiksanai un kads ir 
pamats Komisija?. darba. izbeigsanai, utt. Liekas, ka 
Komisijas darblba izbeidzas, kad t:iek s-nsaukta 
dibinasanas sapul.ee. Bet butu labak, ja tas butu 
pateikts. ^Kada ve.iclojas situacija, kad kapitals tiek 
nodots razotaju b.iedn.bai?

Kapitala novertesana var uzradlt, ka uznemums drizak 
likvidejams neka par^eidojam.g privataja sektora. 
Nepiecielams noteikt Privatizacijas Komisijas iDmu saja 
sakariba. Tai nav javeic likvidacija, bet janodDd 
oankroca tiesai vai citai nozimetai institucijai, vai 
arl japatur valstij.

Privatizacijas komisija varetu but atbildiga par 
regionalu uzne"mumu ar daziein satelitiem. Vai tie visos 
gadijumos tiks privatizSti ka grtipa vai dazi tiks 
privatizeti atseviski? Dazi var tikt likvideti. Kad 
runa par Komisijas darbibas izbeigsanu, janem vera, ka 
saskapn ar likumdosanu par Privatizacijas komisijam no 
sis grupas var rasties vairak neka viena privata 
sabiedrlba.

Kas nosaka proporciju, kada tiks pardotas vai bez 
atlidzlbas sadalitas kapitala da^as? (Pants 17.2) 
Komisija? Likums? Kads cits? Tam kautkur jabut 
pateiktam.

Pants 5.1: Privatizacijas Komisijas locek^u saraksts 
izveidots labi. Svarigi, ka par priekssedetaju netiek 
nozimets rajona lauksaimniecibas vaditajs. Sis cilv?ks 
sobrld visstiprak ietekme valsts uzijemuma darbibu, un 
si iemesla dej. iespejams nebus objektivs, vadot , 
komisiju un nespes^vadit nepieciesamas sarunas 
konfliktu atrisinasanai starp parstradatajiem un 
razotajiem. Skat, manus ieprieksejos komentarus, 
priekss§detaja i sakara.



lerosinu parveidot frar.i par arodbiedrlbam ka
" arodbiedriba vai personals, kas neietilpst uzn§muma
vadiba".

1D. Pants 6: Si sadaja nosaka, ka kapitals tiks nodDts 
tikai akciju ?nbiGuribai. Bet 13. pants norada, ka 
kapitals var tikt nodots kooperatlvam. Tacu kooperatlva 
veidosana nav Koirifiijas kompetence. Tarr. jabut 
atspogujotam 6. panta. Butu lietderigi 6.3.1. istvert 
jaunu sadaju, kas aprakstitu kartibu, kada kapitals 
tiek nodots likumigai razotaju biedribai. Tad 
paireizSj.?.:.:;•. o. f.. lO^tu par 6.3.2.

11. Pants 7= FormuIilij'jiTiS jopapildina I.ft, lai s"is pants 
attiektos tikai \\7. pf\rveidosanu akciju sabiedribas.

Ir nepieciesam-2. rncejrv uznemuma nodosanai razotaju 
bdedribai. Statutu projekta ietverti nosacijumi par 
pamata un papildus pajam, kas tiks izmantotas jauna 
kapitala piesaisrisena:.. K.?. ?s jau mineju iepriekseja 
komentara, kapitala dalas, kas tiek nodotas vai 
pardotas biedribai var tikt izmantotas, lai visiem 
biedriem nodrosinatu pamatpajas. Varetu sasaukt 
specialu razotaju biedribas pilnsapulci kapitala dalu 
nodosanai saskana ar noteikumiem, par kuriem abas puses 
ieprieks vienojusas. Tas, protams, notiks tikai mazakos 
uznemumos vai savaksanas punktos. Tomer, lai tas 
darbotos, 5.8.5. japarveido ta, lai nonemtu 
ierobezojumus papildu paju ipasumam.

1?. Panti 8,9,10,11, un 12 vienadi attiecas uz biedribam un 
akciju sabiedribam.

13. Veidojiet jaunu Pantu 13-3:

" Razotaju sabiedribas, kura iegust ipasuma kapitalu, 
statutiem jabut saskana ar Piensaimnieku kooperativo 
sabiedribu Paraugstatutiem, kas apstiprinati 1992.9. 
16. junija, attieciba par pamata un papildus pajam. 
Noteikumi akciju pirksanai un biedru naudas samaksas 
jaapstiprina Komisijai pirms kapitals tiek nodots 
biedribai."

14. Pasreizejais Pants 13-3- klust par 13-4.

15. Pants 13.3.3: Parveidot par "lespejas piesaistit 
vietejos un arzemju kapitala iegulditajus ..."

16. Pants 14.2.1: Seit butu vieta pieminet paju sadalisanu 
bez maksas sai grupai. Ja velas, saja nodala var 
noradit, ka tiek sadalits viss mazo parstrades uznemumu 
un savaksanas punktu kapitals.

i'* A
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rants 14.2.3: Tas var tikt palielinats lidz 20 % ar 
bij.sssanan tif??.ibam vai vel vairak be?, balsosarias 
tiesibam ka noteikts Likuma par vaJsts uznemumu 
parveidosanu statutsabiedriba 18. paragrafa.

Pants 15. Loti neskaidrs. Man joprojam gruti saprast 
attieoibu starp pagasta limena biedribamn un 
privatizejamajiem uznemumicm. Lickas, ka jus censaties 
razorvet akcijas cilvekiem, kuri kadreiz varetu 
pi-rqe.dat- pien.u vai pievienoties esosajai vai veidot 
jaunu biedribu, lai pieprasitu kapitala dalas. Un jus
y A. j, A/id \* \*f *-/ -*- *-* *-x*v** 4. J. L. O v* w« o* * vJ -k. w* VA f *'k"fc** *«CA ^* * v«ili *^ \^« 11* 1 -i- %»• I k vAil* -i. ±

potenciala iespeja pievienoties razotaju bicdribai. So 
merki varetu sasniegt tiesi, turot kapita3-i rezerve 
Diedribai vai ka zemes kvotas atsevisKa uznemumu tonda, 
ko vada valsts nozimets pilnvarotais, kurs ir atbildigs 
valdei. Sie fondi paliks ka kapitala dala akciju 
pabiedriba, kuras ipasuma ir uznemums. Par sim akcijam 
var maksat dividendes tapat ka par jebkuram citam 
pajam. Tad, ta ka biedri ar tiesibam canemt ipasumu vai 
bicdribas tika izveidotas, lai pieprasitu kapitalu, 
notiks sadale. Valstij nav nepieciesams to paturet, 
kamer akciju sabiedribu statuti noteiks fondu 
izmantosanu vai tiks nozimets pilvarotais fondiem.

Si pieeja piemerojama razotaju biedribam, parmainot to 
statutus ta, lai veidotu specialu fondu, kura butu 
pietiekosi daudz naudas, lai parstavotu kvotas, kas 
pieskirtas biedribai laika, kad tika nodots uznemums. 
Biedribas auditors (vai komisija) vai specials 
pilnvarotais, kuru ievel biedriba, varetu vadit so 
fondu. Likumi, kas apstiprinati laika, kad tiek nodots 
kapitals, nodrosinas instrukcijas to sadalisanai.



On Basic State Bakery Privatizatioi

Komcntari par 
Valsts ipasuma maizes razosanas uznemumos privatizacijas pamatprincipicm

A. Visparcjie komcntari

Sis dokuments joti labi attelo maizes rafcoSanas uznemumu privatizacijas 
nepiecieSamlbu un privatizacijas procesa gaitu. Mes pilnlgi piekritam 
uzskatam, ka Sie uznemumi ir japardod pec iespejas atrak. Dazas parmainas ir 
javeic, lai veicinatu konkuretspejigu priekSlikumu izstradaSanu, kas palklzes 
noteikt pardodama TpaSuma tirgus cenu. To var izdarlt paplaSinot potencialo 
pirceju loku un dodot Privatizacijas komisijai pilnvaras parvaldit visus 
uznemuma sagatavoSanas un realizacijas aspektus.

H. Atsevi.ski komcntari 

3.nndaja

3.4. paragrafs

So da|u varetu vel uzlabot iek|aujot taja koncepciju, ka privatizacijas 
projekti, ko sagatavoja potencialie iesniedzeji, tiks izskatiti konkuretspejigu 
priekSlikumu izskatiSanas gaita.

3.5. paragrafs

Atsauce uz to, ka privatizacijas projektus sagatavo Privatizacijas komisija, ir 
nesaprotama. Pastavot konkurencei starp priekSlikumiem, Privatizacijas 
komisijas uzdevums ir izskatit projektus, ko sagatavojuSi potencialie IpaSnieki, 
nevis pa&ai sagatavot Sos projektus.

S.noduja

5.1. paragrafs

Mes piekritam, ka merktiecigi butu izveidot vienu privatizacijas komisiju pa 
visu nozari, kura iesaistitu objektivus specialistus noteikumu sagatavoSanai. 
Turklat, So specialistu pienakumos vajadzetu iekjaut ari IpaSuma noverte§anu, 
uznemumu pardoSanai nepiecieSamo dokumentu sagatavoSanu, ka arl tiem 
butu jasniedz palidziba Privatizacijas komisijai iesniegto privatizacijas 
projektu izverteSanas un izraudziSanas kriteriju izstradaSana.

5.5. paragrafs

Izsludinot uznemumu privatizacijas konkursus, informacija butu jasniedz ari 
Rietumu kompanijam, kas varetu but ieinteresetas Sis nozares uznemumu 
pirkSana.



Cili koincntfiri

Paragnifi 3.9. un 5.6. snicd/. alsauccs uz 3, 5 un 7 gailu perioilicin. Un kaut 
ari 7 gadu almaksas'anas lennins ir painalols no stabilas attislibas perspuktivas vieclokja, parasti tomcr uzskala, ka alnlki valdibas ai/ilcvimm attnaksa^aiuis 
termini ir lietderigaki. Rupnicas izmantoSanas paradi/saislibas, kas 
pagaiinalas lid/ pat septillicm gadicin, loincr varetu bill paiilk ilgs laika 
periods. Scplinu gadu laikii ckonoiniskie un komcrcifilic nosacijinni var 
radikali mainities un tas var atlurct rfipnicas vadilajus picneint sapratigus, 
pamatotus komcrclemumus ilgakain laika perioclani.

Konientarus sagatyoja: 

Agrobiznesa privatizacijas gnipa 

1993.gada28.aprili

Bruce Carrie 
Conrad Friisch 
Nils Mclngailis



Komcntari par "Latvijas labibas " reorganizacijas konccpciju 
(1992.gada decembris)

1 "Latvijas lahiba" rcorganizacija

1.1. Pakapeniska "Latvijas labiba" reorganizacija, kas noteikta koncepcijas projekta 
3.noda|a, ir piemerota paSreizejai situacijai. Tas ir labakais veids ka veikt nozares 
reorganizaciju, privatizaciju un paaugstinat efektivitati nepartraucot labibas produktu 
piegadi starpniekiem un pateretajiem.

2 "Labibas birojs" vcidosana un uzdcvumi

2.1. Butu lietderigi, ja "Labibas birojs" irpirmajaunizveidotastruktura.

2.2. Koncepcijas projekta S.nodaja noteiktas organizacijas parvaldes, analltiskas un 
politikas IstenoSanas funkcijas un atbildiba Skiet piemerotas.

2.3. Koncepcijas projekta 5.noda|a noteiktais valdes sastavs ir atbilstoSs. Bet 
vajadzetu apspriest an pateretaju parstavja iekjauSanu direktoru valde.

2.4. "Latvijas birojam" nevajadzetu turet akcijas vai piedallties ierosinatas "Latvijas 
dzirnavas" komercialaja vadiba vai jebkura cita ar graudiem saistlta komerciala 
uznemuma. lespejamais iznemums varetu but ostas elevators.

3 Parvaldes un komercialas darlubas atdalisana

3.1. Parvaldes un komercialas darbibas atdaliSana ir pamata atSkiriba starp 
iepriekSejo diktatekonomiku un jaunievieSamo tirgus ekonomiku. Tirgus apstakjos 
valdibai ir jaizstrada un jaievieS likumi, kuri atbalstitu komercialas darbibas parie&anu 
privata sektora rokas. Privata sektora uzdevums ir iesaistities komerciala darbiba, 
ieverojot valdlbas izstradatus un ieviestus likumus.

3.2. Lai "Labibas birojs" efektivi funkcionetu ka parvaldes struktura, ir Joti svarigi, 
ka "Labibas birojs" statuti pieSkir pietiekamas rlcibas pilnvaras, tadejadi dodot 
iespejas sasniegt atbilstibu starp tas direktivam un lemumiem.

3.3. Pilnvaru pardallSanas procesa zinatnisko petijumu, kvalltates parbaudes un 
kontroles funkcijas var but atstatas "Labibas birojs" parzina.

4 "Latvijas dzirnavas" izveidosana un uzdevumi

4.1. Uznemumam "Latvijas dzirnavas" nav jabut pakjautam "Latvijas birojam". Ja 
tas ta notiek, tad "Labibas biroja" direktors ir tie§i iesaistlts "Latvijas dzirnavu" 
vadiba un parvalde. Savukart tas tikai turpinas jau eksistejos'o valsts karteli, nevis 
ierobezos to. Tas ta nenotiks, ja parvalde un komerciala darbiba tiks atdallti.

Y



4.2. Ka jau iepriekS 2.noda|a pieminels, "Labibas biroja" pienakumi ir izstradat un 
ieviest komercialas darblbas normas. Tade] koncepcijas projekta 6.1. nodaja noradltie 
"Latvijas dzirnavu" izveidoSanas iemesli ir nevajadzlgi.

4.3. Miltu cenu "nepamatotu diferenciaciju" var noverst ar "Labibas biroja" 
noteiktiem un ieviestiem noteikumiem, nevis caur "Latvijas dzirnavam", kas darbojas 
ka komerciala sektora sastavdaja. Tas atkal norada uz butisko atSkiribu starp 
diktatekonomikas darbibu, kur valdiba izveido likumus un vada visu komercialo 
darbibu, un tirgus ekonomiku, kur valdiba tikai izveido un levies' likumus, kuru 
robezas tad an darbojas privatais sektors.

4.4. Piemeram, ta vieta, lai izmantotu "Latvijas dzirnavas" maksimalo cenu politikas 
realizeSanai, "Labibas birojs" varetu veikt ikgadejas labibas malSanas izmaksu 
analizes un izmantot tas, lai sakotneji noteiktu maksimalo izmaksu palielinaganas 
robezu maizes labibas dzirnavas. Konkurences apstakjos individuates firmas var 
meginat iegOt vietu tirgu nosakot zemaku cenu neka citas firmas. Bet tas nevar 
noteikt cenas, kas ir augstakas par "Labibas biroja" noteiktajam.

4.5. Koncepcijas projekta 6.1. nodaja nosaka ari to, ka miltu cenam jabut vienadam 
visos regionos. Sada politika novedls pie neefektlvas cenu veido§anas. Firmam ir 
jadod atjauja iekjaut re^ionalo cenu atSkirlbas miltu un maizes cenas, kas balstas uz 
pastavo^ajam transporta izmaksam. Re|ionos, kur darbojas vairak neka viena firma, 
tirgus iedarbiba stabilizes cenas, dodot iespeju uznemumiem §ajas cenas iekjaut 
atbilstosas transporta un citas izmaksas.

4.6. lepriekSeja diskusija samazina nepiecieSamibu pec "Latvijas dzirnavam" ka 
valsts akciju sabiedribas.

4.7. Tomer, vel joprojam pastav racionala nepiecieSamiba pec "Latvijas dzirnavam". 
Ta var darboties ka organizacija, caur kuru Lauksaimniecibas ministrija sakuma var 
parraudzit dzirnavu sektora komercialo darbibu, bet pec tarn ari vadlt nozares 
parveidoSanas un privatizacijas procesu. $i funkcija atbilst ari nepiecieSamibai pec 
labibas malSanas nozares ritmiskas un nepartrauktas darblbas parveidoSanas procesa 
gaita.

4.8. Butu piemeroti, ja "Latvijas dzirnavas" statuti ierobezotu tas darblbas laiku, 
teik.sim uz diviem gadiem. Lidz tain laikam tirgus mehanismam Latvija jau ir jabut 
stabili izveidotam, "Labibas birojam" jadarbojas ka efektivai piirvaldes strukturai un 
butu japabeidz nozares parveidogana un privatizacija. Kad tas bus realizets, zudls 
nepiecie^amlba pec valdibas tieSas komerciala sektora vadlbas un "Latvijas dzirnavas" 
var tikt likvidetas.

4.9. Ja izvelas So iespeju, tad "Latvijas Dzirnavas" pirmaja faze var tikt izveidota ka 
akciju holdingkompanija saskapa ar Latvijas likumiem, kas nosaka akciju sabiedribu 
izveidosanas noteikumus. Ka holdingkompanija ta nav atbildiga par ikdienas 
darblbas lemumiem, bet gan nosaka kopejo politiku, kas varetu ietvert ari cenu 
politikas veidoSanu.



4.10. "Latvijas dzirnavu" direktoru valde varetu ietvert an lauksaimniecibas ministru, 
kas butu valdes priekSsedetajs, un lauksaimniecibas ministra pirmo vietnieku, kas 
butu balstieslgs valdes loceklis. Lauksaimniecibas ministrijas Graudu sektora vaditajs 
varetu but izpildsekretars un valdes loceklis bez balstiesibam. Vinu atbalstitu 
Lauksaimniecibas ministrijas tehniskais personals un vinS butu atbildigs par tehnisko 
analizu un no tarn izrietoSu rekomendaciju sagatavoSanu.

5 Graudu malsanas apakssektora parvcidosana

5.1. Katru no seSiem maltuves uznemumiem sakumposma var "komercializet", 
iekjaujot tos "Latvijas dzirnavas" un parveidojot par individualam valsts akciju 
sabiedribam.

5.2. Valdiba, kas parstaveta "Latvijas dzirnavas" , sakumposma iegutu 100% no 
akcijam, kas ir izdotas seSiem komercializetajiem valsts graudu malSanas 
uznemumiem. "Latvijas dzirnavas" nozimes direktoru valdi katram atseviSkam 
uznemumam. Visticamak, ka pastavoSie valsts uzpemuma vaditaji turpinas darboties 
tapat ka iepieks", saskana ar jaunas direktoru valdes noteiktajiem politikas virzieniem. 
Bet tos var nomainit saskana ar "Latvijas dzirnavu" lemumu, ja tas ir nepiecie§ams.

5.3. Papildus tarn, lai noteiktu darblbas politiku, "Latvijas dzirnavas" vadls 
privatizacijas procesu seSos graudu malSanas uznemumos. Tas notiks stingri 
ierobeiota laika perioda saskana ar "Latvijas dzirnavu" ierobezoto darblbas laiku. 
IpaSumi var tikt sadaliti izmanojot darba pajas, sabiedribas sertifikatus, pardoti 
atklatas izsoles vai jebkura cita piemerota veida. Privatizacijas process jasaskano ar 
to noteicoSo likumdoSanu.

5.4. Preciza sektora analize ir nepiecieSama, lai vaditu faktisko parveido§anas un 
privatizacijas procesu. Sos petljumus japabeidz pirms "Latvijas dzirnavu" 
izveidoSanas. Petijumiem jabut veidotiem, lai sniegtu rekomenacijas un izveles 
iespejas un palldzetu izveleties parveidoSanas formas nozares darbibas uzlaboSanai.

6 Maizes ccptuvju un lopbaribas apaksscktoru parvcidosana

6.1. Maizes ceptuvju iekjauSanu "Latvija dzirnavu" sakumstruktura vai graudu 
malSanas uznemumos iespejams aizkaves malSanas un maizes ceptuvju apakSsektora 
efektiva attistiba.

6.2. Privata sektora firmas sacentlsies viena ar otru konkurejoSo cenu jautajumos. 
Parak augstas pardoSanas cenas (saskana ar ieguldito izmaksu strukturu) nevares 
pareizi organizet tirgus apstakjos. Instrukcijas, ko izstradas un ieviesls "Lablbas 
birojs" var palidzet nodroSinat konkurences pastaveSanu.

6.3. Kad sektors tiks privatizets, tirgus apstakji saskana ar pareizi izveidotu un 
ieviestu pretmonopola vai cenu pretrunu likumu nodroJSinas godigas cenas 
pateretajiem un pietiekoSu preCu piegadi, lai nodroSinatu pateretaju pieprasljumu.



6.4. Ir lietderigi privatize! maizes ceptuves un lopbaribas malSanas apakgsektoru 
atseviSkas privatizacijas komisijas, ka noradits koncepcijas projekta 7.3. un 7.4. 
nodajas.

6.5. Lopbaribas un maizes ceptuvju apakSsektoru tehniska anallze javeic pirms 
privatizacijas komisiju izveidoSanas. Tas palielinas privatizacijas komisiju darbibas 
efektivitati. Petljumus var veikt saskana ar Lauksaimniecibas ministrijas Graudu 
sektora vadltaja noradljumiem.

6.6. Tehniska apakSsektora analize var but izveidota un realizeta, lai sniegtu 
rekomendacijas un iespejas izveleties vispiemerotako parveido§anas formu nozares 
darbibas efektivitates palielinaSanai.



KOMENTAR1 PAR LATVUAS VALSTS LABlBAS BIROJA STATOT1EM

Dokumenta aprakstita struktura un tas funkcijas liek doraat, ka Latvijas Lafafbas 
monopolpilnvaras vienkarSi tick nodotas jaunajam Lablba.f birojam. Dokuments at|auj 
LB iesaistities ccnu noleikSana, komerctirdznieciba, malSana un citiis darbtbas, kas 
varetu nest pcjnu. LB var picderct koincrciali labibas mnlSanns un parstradcs 
uzncmumi. Vicnlaikus LB hiitu atbildigs par labibas kavnlilatcs nn kvanlilatcs 
nodroSinasanu, ka ari cku lirgus icguletajfimkciju izpildi un lidz ar to vaielu tetekwet 
privatscklora uz.ntmcjus.

lesaisti.sanas komercdarbiba un reguletajfultkciju veikSana ir ucpfirproUima konfliktn. 
No la izriet, ka projekta aprakstita organizacija neatbilst tai loinai. ko tirpus 
ekonomika parasti pieJSkir valsts a^enturani, kuru uzdevums ir regulet un parvaldit 
tirgti. Picncmts, ka Sadas agciUOras metkis ir veikl gravulu kvaliliites kontioli un railit 
objektivus "spelcs notcikumus", lai privatsektora labibas tiigolajiem, inalcjiein un 
razotajictn Jatilu sacenslics tirgus konkurcnccs apstakjos.

Sekojo^a komentara merkis ir parorientet So organizaciju uz darbibu, kas albilstu 
regulejosas valsts a^enturas funkcijani tirgus ckonomikas apstakjos.

2. pants

2.2.1. apak^punkls Saja nodaja uzskaititas pamatdarbibas ir lidzigas un dazos 
gadijunins pilnigi atbilst Likuma Par Labibns liigu un valsts gnnnhi rezcrvi 
uzskaititajam. Toiner pastav vairakas noziinigas allikiribas. Abu dokumentu galigaja 
varianta tadam nevajadzetu bul.

L-«?paksrjuiik_ts norada, ka ar valsts graudu rezervi saistila darbiba norii valsts 
parvaldes instilQciju noteiktaja kartiba. Te butu ieteicams pievienot noradi, kas LB 
darbiba liktu ieverot altiecigo Latvijas valdibas politiku.

2.2.2. No uzrakstila nek|ust skaidrs, ko nozirne "graudu Skirnes seklu sagade valsli". 
Ja tas nozime komerclirdzniecibu vaiminlirdzniecibas organizacijam un/vai 
razotajiem, tad tas neatbilst regulejoSas valsts a&entiiras funkcijani tirgus ekonomika. 
Ja tas nozime, ka LB veiks piegadalo graudu kvalitates kontroli un uztandzis graudu 
sadali, tad Sie uzdevumi atbilst agenluras funkcijani tirgus ekonomika. §aja sadaja 
butu japrecize valodas izteiksme, lai nerastos parpratumi.

3.pan Is

3.1.1. Rcgulejosu valsts a^cnlUru LB butu piemcrolJik veidol ka Lauksaiinniecibas 
ministrijas dcpartamcntu, nevis ncalkangu bezpejhas orgaHizaciju. Ka jau Ilka 
alziniels komentara Likumam Par Labibns thgu un vnlsnts grnuthi rezcrvi, LB 
padnmei ii daudz pla^akas politikas vcidoSanas pilnvatas ncka Lahid.'is Mrojain 

tfi tchniskft pSrvaldc. Saja projckln Labibas hiroj.-i parzina nndolfis joinas kopn



ar LB Padomes plaSajam politikas funkcijam dod 5ai organizacijai iespeju kontrolet 
cenas no zemnieka lidz pat paleretajam. Vai tas ir patiesais parveidojumu merkis?

3.2.3. LB dots iespeja vadit uznemejsabiedrfbu darbu ir pretruna ar reguletajfunkciju 
izpildi. So apakSpunktu vajadzetu svitrot.

3.2.4. Lai veiktu valst uzticeto kvalitates kontroli un reguletfijfunkcijas, LB nav 
nepiecieSamas icsaistilies areja tirdzniecibii vai ciliis komercopeiacijas. Saja kontekstii 
iabibas pirk&mu un pardoSanu ar nierki uzturet valsts graudu rezervi un stabilize! 
tirgus cenas vispreizak biilu uzskalil par nekomerciala rakstura daibibu tirgfl. Si 
darbiba nav domata pejiias guSanai, bet drizak privata sektora darbibas veicin;"\5anai 
lirgu.

4. pants

Saskana ar augstak mineto viedokli, Si nodaja nav nepiecieSaina. Ja LB kalpo ka 
valsts agenliiia, kas veic kvalitates kontroli un nodtos'ina "lidzenu spelcs Iniikunni" 
privatuziiemejiem, tarn nav nepiecieSamibas uzturet rezerves kapitalu. §ada gadijuma 
LF3 valdijuma nodoto lidzekju piederibas jautajumu varetu risinat tapat ka citos 
nekomercialu valsls lidzekju tpa^umjautajumu gadijumos.

5. pants

Sai da|ai par LU vadibu un kontroli butu jabut cieSi saistitai ar Likuinu Par Inbibns 
tirgv un valsls graudu rezervi (skat. komeiUarus par ?>o dokumentu). Ja tiek pienemta 
tik piaSa Padoine, tad tas priekSsedetaju butu ieteicatns iecelt premjerminislrnm. 
Tomer ari Lauksaimniecibas minislrijai vajadzetu savu parstavi Padoine. Padomes- 
grupas, kas iecereta ka politikas veidotaji,- nosaukuma butu jaatspogujo tas plazas 
politikas veidolajas funkcijas (tade| vismaz angliski So Padomi butu piemerotak saukt 
nevis ka parasts, par board, bet drizak par council)., Un LB direktoram vajadzetu but 
ncvis sis grupas icrindas loceklini, bet izpildsckretaiam. Lai noSkirtu valsts un 
privatsektora inlcieses, visiein LB darbiniekiein butu jabiit ieiedniem, kas nav saistiti 
ar privalstrukturam nozarc, ko lieiu japarrauga.

Attieciba uz .^i panta pedejf) teikumu, nav pieneniaini, ka LM nozinie citu valsts un 
privfilu institiiciju locek|us, katn paSiein ir savas politiskas intereses, §os locek|us 
jaizraugas pasain Sim institiicijam.

5.^2. Ir pilniba pienemami, ka LM nosaka parvaldes noteikumus un darba samaksu 
LB direkloram, bet lada gadijuma ir jajiinosaka direklora ka valsts ieredna, nevis 
pusneatkarigas agenturas darbinieka loma.

6. punts

KvalitalcK kuntrolcs un konkutcnccswzluretajas valsts agenturas lidzckjiem biitu jnnak 
vienigi no valsts budzeta, pakalpojuinu izinaiUolaju iemaksam un muitas nodevam. ja



tadas paslav. AtseviSki nebutu janorada ienemumi no valsts graudu rezerves vai 
parstrades uzpemumiem. '

Ari Si panta pedejais teikums butu jasvitro, jo tas paredz ienakumus no avotiem, kas 
pielidzinami komercdarbtbai.

Lauksaimniecibas privatizaciajs projekts 

1993. gada 8 . februari



On the Establishment of Agrokonversija;

Komentars par "Agrokonversijas" dibina§anas likumu.

Koncepcijai par vienotu organizaciju kura ieklautos Lauksaimniecibas 
ministrija un parraudzitu visu privatizacijas norisi ir daudzas derigas 
iezlmes. Jautajumu loks ar ko §1 vieniba varetu nodarboties ir loti plasa. 
Darblbas lauka var ieklaut:

- vadit visu uznemumu darbu kamer tie atrodas valsts kontrole, 
ieskaitot dkektoru rekomendesanu un nozimes'anu;

- rekomendaciju sniegSanu parveidoSanai vai ari parveidosanas 
vadlSanu, kamer tie atrodas valsts kontrole, lai palidzetu tiem efektlvak 
stradat vai ari sagatavot tos pardosanai;

- veicinat uznemumu pardo§anu reklamejot to pardoSanas iespejas, 
sagatavot pardosanas planu utt.;

- izveleties iespejamos pircejus un slegt ar tiem pardosanas 
llgumus;

- palidzet potencialajiem pircejiem izveidot planus uznemumam, 
apgrozfjuma lldzekju iegusanas iespejas utt.;

- Sada agentura pat var parnemt uznemumu sava Ipasuma, kamer 
tas atrodas valsts kontrole, tadejadi liekot agenturai pilnigi atbildet par 
visiem uznemuma darblbas aspektiem.

Likumprojekta, bez ta ka §ai agenturai faktiski tick atdotas Ipasuma 
tieslbas uz uznemumiem, paredzets ari lai §1 agentura uznemtos ari visus 
ieprieksminetos uzdevumus un iespejams ari papildus uzdevumus. Tas 
padaris agenturas darbu par |oti lielu. Ar apmeram 400 uznemumiem ko 
tagad kontole ministrija, pat tiesais pienakums lai vaditu so uznemumu 
darbu varetu but galvenais uzdevums.

§1 iemesla de| var ieteikt agenturai koncentret savus spekus lai veicinatu 
uznemumu pardosanu. Sim darbam agenturai vajadzes:

- parskatlt uznemumu atbilstibu pardosanai un parbaudlt vai 
nevajag veikt kadu parveidosanu pirms pardo^anas:

- sagatavot informaciju par izveleto uznemumu un reklamet tos 
tirdzniecibai;

- vest sarunas par pirksanu ar potencialajiem pircejiem un sanemt 
ministrijas ( vai privatizacijas komisiju) akceptu.



Agentura nodarbosies ari ar brivpratigu priekSlikumu izskati§anu, kurus 
sanemusi ministrija un piemerotu ligumu slegganu ar piedavatajiem. 
Agentura var ari palidzet izstradat jaunu likumdoSanu, sniegt apmacibas, 
utt..

Galvenie uzdevumi, kas iek]auti likumprojekta, un ar ko agenturai 
nevajag nodarboties, ir uznemumu darbibas parbaude un privatizacijas 
projekta sagatavosana.

Privatizacijas projektu izstradasana ir uzdevums, ko agentura nebus 
spejiga veikt. Kaut gan agentura var piedavat uznemuma parveidosanu, 
lai padaritu to piemerotu pardoSanai, tomer tikai potencialie pirceji un 
investitori var izveidot uznemuma privatizacijas projektu.

A^enturas darbiba

Ka mes saprotam, agenturas izveidosanu ka bezpelnas organizaciju, 
diktejusi fmansu apsverumi. 30. paragrafa ietvertais ierosinajums, proti, 
ka agentura tiesi gus pejnu no uznemejdarbibas, neliekas pareizs. Bez 
faktiskas uznemumu pardosanas (saja gadijuma ienakumi aiziet tiesi 
privatizacijas fonda?), liekas, ka visas agenturas darbibas radis 
izdevumus. Tade] visiem agenturas lidzekliem janak no Privatizacijas 
Fonda caur ministriju.

lerosinata agenturas darbibas vadisanas un kontroles struktura, ka ari citi 
ar tas darbibu saistitie aspekti, liekas pareizi.



I993.gada25.janvari

Skeles kungs

Pievienojam diskusijas materialu par pasakumiem, kas veicami, lai parveidotu 
un beigas privatizetu graudu mal§anas un maizes cepSanas nozari, kas pa§laik 
organizeta ka Latvijas Lablba.

Apcercjums icrosina, ka sakotneja likumdo&ana tiktu skarli sekojoSi 
jautajumi:

1.

2.

3.

4.

5.

Preclzi noformulets aizliegums Latvijas Birojam iesaistitie jebkada 
komercial? tirdznieclbas darblba. Tomer LB biis atbildigs par valdibas 
strategiskajam rezervem.

Visu koinercialo uziiemumu, kas apvienoti LL tuliteja parveido^ana par 
akciju sabiedribam.

Holdinga sabicdribas veidoi>ana Latvijas Dzirnavas ietvaros valdibas akciju 
tureSanai korporaciju uznemumos. Holdinga sabiedribas (un LD) pastave§ana 
beidzas, kad visi uznemumi pariet privataja seklora, vai tiekcitadi likvideti. 
Holdinga sabiedribas galvenas funkcijas ir:

a. knnlrolel parveidotos uznemumus, lai atklatu neparedzetu komercialu
darbibu un veiktu kori^ejoSus pasakumus; 

b. veikt vai pasutit ikgadejas revizijas katiam komerdalajam
uzncmumam; 

c. sagalavot dctalizctu privalizacijas planu nozarei - ieteicamais tcrmiyS
plana nobeig^anai ir 1993.g.I. julijs; 

d. izstradal un realizet pasakumus sakara ar paslavoSo LD apvienoto
komercialo uznemumu paradu;

c. sagatavot nozari un uznemumus IpaSuina parejai uz privato sektoru; 
I. vadit faklisko ipaSuma mainas proccsu.

Valdiha albildiga par tirgus cenu si.slemas nodibinaSanii graudu un maizes 
cepSanas seklora, lai izbciglu cenu noteik^anu, kas pastav komercialajos 
uznemumos, kuri apvienoti LL. LB jiiizstrada noteikumi un tiejarealize. 
Ieteicamais izpildes terming ir 1993.g.I. maijs.

Uzdot Lauksaimniecibas Minislrijai izstradal programmu graudu razotajiem, 
kas konsekventi ieverotu lirgus ekonomikas principus un organizetu 
finanselianu ta, lai zemnieki sanemtu samaksu divu nedeju laika. Ieteicamais 
termini programmas projektam ir 1993.g. 15. junijs, realizeganai pirms 1993.g. 
razas novakSanas sakuma.

Mes ceram parrunat 5o projektu Jums izdeviga laika.

Bruce Carrie 
Si Mattliies

Conrad Fritsch 
Nils Melngailis
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Materials apspricsanai 
Latvijas Labibas parorganizesana un 

privatizacija

(Jalvcnic darbibas virzicni

1 Pa mats darbibai

I. I Sic darbibas virzieiii ir balstili uz Ministry Padomes ResolUciju Nr.471
(1992.g.9. nov.), "Situacija maizes un cilas graudu produkcijas sagade" 14. 
punkts informacija par Ministru Padomes 20. novcmbra Rezolucijas Nr. 485 
realizaciju, Lauksaimniecibas Ministrijas pavele Nr. 326 (1992.g. 12. 
decembri) par koncerna "Latvijas Labiba" likvidesanu.

1.2 Augstak minetie dokumenti altiecas uz "Latvijas Labibas" likvideSanu un lam 
sekojoSiem pasakumiem jaunu alternallvu strukturu veidoSanu, un 
privatizacijas jautajumiem komercialajas slrukluras, kas patreiz veido 
koncernu "Latvijas Labiba".

2 Latvijas Laliihas pilrvcidosanai un privalizacijai ncpiccicsainie 
pasukumi

2.1 Pasakumi, kas prasiti minelajos dokumentos:

2.11 Icsniegt Ministru Padomci likumprojcktus "Graudu tirgus un Par graudu 
parstradcs uzncmumu privatizaciju" lidz 1993.g. 1. martam. (H.punkts)

2.12 Izveidot Lalvijas biroju (LB) lidz 1993. g. I. februarim. (14. punkls)

2.13 Sagatavot valsts graudu parslrades uznemumu privalizaciju lidz I993.g. 1. 
marlam. (14. punkts)

2.14 Noorganizel Latvijas Dzirnavas (LD) lidz 1993.g. 1.martam. (14. punkls)

2.2 Citi ncpiecie.^amie pasakumi augsminelo dokumentu merka renlize^ana:

2.21 Sagatavot un Ministru Padomei iesniegl ieteicamo valdibas graudu
progiammu lidz 15.junijam realizesanai sakol ar 1993. g. razu, un turpinot 
lidz I994.g. razai.



2.22 Sagatavot un Ministru Padomei iesniegt detalizetu privatizacijas planu lidz 
1993.g. l.julijam.

3 Likumu projckti par graudu lirgus durhihu un par graudu parstrades 
u/ncmumu privati/aciju

3.1 tyemot vcra laika (rfikumu, So prasibu var vislabak izpildit, sagatavojot 
likumdoSanu, kas dotu dazus visparejus noleikumus par:

a. graudu (irgus funkcione&anas galvenajiem principiem (4. nodala)
b. LB visparigo lomu un funkcijam (5. 1 apaksnodala)
c. LD visparigo lomu un funkcijam (5. 2 apaksnodala)
d. pilnvaiojumu vcikt pasakumus, kas izstradati 2.21 un 2.22

4 Likiimprojckli par graudu lirgus darhibu

4.1 Likumdosana sankciones graudu tirdzniecibas sistemu, kas balstita uz tirgtis 
principiem. Svarigi, lai likums aizliegtu pastavoSo fiksetu cenu noteikSanu 
graudiem un to izstradajumiem.

4.2 LB un LD holdinga sabiedribai (5.23 punkts) bus liegtas komercialas graudu 
liidzniecibas un parstrades aktivitates. Tas pasliprinas valdibas politiku, kas 
vcista uz lirdzniecibas sistemas izveido?$anu ar lirgus cenfim.

4.3 Komercialo korporizeto uznemumu vaditaji (5.23 punkts) bus atbildigi par 
graudu iepirkSanu (ari imporlu) un produktu pardo^anu valdibas noteiktas 
polilikas iclvaros. Tas radis konkurenci uznemumu vaditfiju, cilu 
parstradataju, ka ari cilu ar graudiem saistHu uznemeju starpa.

4.4 LB bus albildigs p;ir valsts stralegiskajam rezervein un koncessionarajiem 
graudu krajumiem valdibai.

Likuiuprojckti par graudu parstradcs uznciiiiiinu privati/iiciju

LB Inma un funkcijas

Dokumenli, uz kuriem ir atsauksme 1.1 bez ierunam norobe^o LB no 
iesaisliSanas jebkadas komercialas darbibas. Tarn jabutskaidri paleiklam 
likumprojcktos.

5.12 LB limkcija ictilps! lieliskie pelijumi (var but pec liguma), kvalilales
parbauu'c un konliolc par raManu un altiecigti programinu vndiSanu, kas 
ictckine zcmnickus un graudu rflpniecibu. LB specifiskas funkcijas ir:



e. 

f.

graudu noliktavu krajumu uzraudziba (kvantitatlva un kvalitatlva), ja 
tie pied^r valdibai (vai saskana ar valdibas programmu). LB 
nodrosina, ka viss valdibas graudu krajums atbilst kvalitates 
standartiem, un vada so krajumu izlietojumu;

vada graudu inspekcijas darbibu, ieskaitot komercialu kategoriju 
notciksanu un saglabasanu;

ekonomiskas analizes nodalas uzturesana, kam butu uzdevums 
(neaprobezojoties tikai ar to) nodrosinat pieprasijuma/piedavajuma 
prognozi, atskaites par situaciju graudu nozare un prognozes, ka ar! 
citus svarigus datus, kas nepieciesami graudu strategijas izstradasanai 
un ietekme zemniekus, ka ari parstradatajus;

stratcgiskas rezerves politikas vadisana, ka to noteikusi 
Lauksaimniccibas Minislrija;

kvotu un larifu poiitikas vadisana, ka tos noleikusi likunis vai LM; 

lauksaimniecibas programmu vadisana, ka las nosaka likums vai LM

g. paterina apinierinajuma programmu vadisana, ka tos nosaka likums 
vai LM;

h. valdibas likuniu un lemumu administresana, kuri aizlieclz fiksetas 
cenas graudu rupnieciba (kamer top pieejami vispareja likumdosana 
un nodrosinasanas niehanisms).

5.13 LB darbibu finansc LM budzets vai tie, kuri izmanto biroja pakalpojumus.

5.2 LD loina un funkcijas

5.21 LD ictilps visi komcrcialie uznemumi, kas paslaik apvienoli LL

5.22 Likumdosana noteiks, ka I. faze katrs uznemums tiks parveidots par akciju 
korporativu vienibu (korporatizelu vai komercializetu). 2. faze uznemums 
pariet privataja sektora.

5.23 Akcijas korporativos uznemumos lures holdinga sabiedriba Latvijas valdibas 
varda. Holdinga sabiedribu veidos Direktors Rikotajs un Direktoru Valde, 
ieskaitot vietejos un arzemju graudu tirdzniecibas, parstrades (partikas un 
lopbaribas) un maizes cepsanas specialistus. Valde atbild Lauksaimniecibas 
M/ni.str/jai.

5.24 Ideala situacija holdinga sabiedribas Direktors Rikotajs ir latviski runajoss 
specialists ar lielu komercialas vadisanas piredzi tirgus ekonomika, ieteicains 
graudu rupnieciba. Vinain algu varetu maksat donora organizacija. Neliels



specialist stats veiktu holdinga sabiedribas darbu. Lfdzeklus vietejo un 
arzemju specialism algosanai un adininistresanai var lOgt no donoru fondiem.

5.25 I loldinga sabiedribai bus ierobezots eksistences ilgums - Hdz laikam, kamer 
visi komercialie uznemumi bQs privatized. leteicams, iai privatizacijas 
process butu pabeigts ne velak ka Hdz I996.g. decembrim.

5.2f> I loldinga sabiedriba neveiks komercialu tirdzniecibas darbibu. Tas funkcijas 
iclilps:

a. noteikt un realize! visparejo komercialas darbibas politiku 
korporaciju uznemumos;

b. pienemt darba un allaist korporaciju uznemumu direktorus; 

c. dot padoinu un sniegt apinacibu korporaciju uznemumiem;

d. izslradat un realizetstrategiju korporaciju uznemumu paraclu 
karlosanas problemu risinasana;

e. kontrolet visus LD apvienotos komercialos uznemumus;

f. vcikt vai ari pasutit ikgadejas korporaciju uznemumu revizijas;

g. veikt razosanas analizi, iesakot korporaciju uznemumu parveidosanu 
atlieclgos ekonomiskos gmpejumos un veikt citiis sagatavosanas 
darbus, pirms lie lick piedavati pardosanai privatajfi sektora;

h. vest sarunas par korporaciju uznemumu pardosanai privatajam 
sektoram (galigo lemumu pardot izdara Lauks. Min.);

i. privatizacijas plana sagatavosana 

j. privatizacijas plana realizesana.

5.27 Sagaida, ka visi korporaciju uznemumi darbosies tirgus ekonomikas 
apslaklos, un tada cenu noleiksana, ka paslaik, tiks aizliegta ar likumu. 
Situacija, kad triiksl nacionalo likumu, tai jabut dalai no LD holdinga 
sabiedribas komercialas darbibas politikas. (Sadam aizliegumam jabut ari 
ielvertam graudu lirgus likuma, kas tiks aizstals ar vispareju komercijas 
likumu pret fiksetu cenu noteiksanu.)

5.28 Katra korporacju uznemuma direktori ir atbildigi par visiem vadibas
lemumiem, tadiem ka graudu iepirksana (ieskaitot komercialo importu), 
graudu malsana un cenu noteiksana sarazolajiem produkliem, ka ari 
persona la pienemsana darba un atlaisana. Kalrs uznemums tick paklauts LD 
parbaudei.



6 Vnldihas graudu prngramnias sagalavosana

6.1 Graudu programma, kas vaditu maksajumu izdarisanu zemniekiem 1993. 
gada, ir varbul pals butiskakais Lauks. Min. politikas jautfijums planosanas 
procesa. Tuvakaja perspekliva tas ir svarigaks neka privatizacijas plana 
izstradasana un realizesana uznemumiem, kas privatizacijas procesa I. faze 
izveidoti ka korporaciju uznemumi. leteicams, ka Lauks. Min. pabeigtu 
programmas projckla izslradasanu lidz 15. jQnijam un ir gatava realizesanai 
pirms 1993. gada razas.

6.2 Strategijas jaulajumi, kas jaizlemj pirms zainnieki uzsak graudu pardosanu, 
ietver atbalsta cenu, ja lada paredzela, importa /eksporta kontroli, ja tadi 
paredzeli, pardosana un citi koncesionaragraudu krajuma izinantosanas veidi, 
cenu izlldzinasanas ierobezosana valsli, piem, vai valdibai jaturpina subsidet 
transporla izdevumus?

6.3 Lalvijas valdibas svarigakas rupes sodien ir esoso itiaksasanas nielvanisnni 
noardisana, kad jauni vel nav izveidoti, un tas ietekme graudu politiku. 
Situacija kliist nopietna saja gada, sakara ar tuvojosamies velesanain, smago 
paradu naslu graudu dzirnavam, realizacijas variantu trukumu, pirceju rupem 
ko rada zema pirktspeja, un programmas iemiesosanas gaita aizvien 
pieaugosais priekslikumu un pretinieku skaits.

6.4. Uz tirgus painata veidotajas Rieturnu ekonomiskajas sistemas lidzeklus var 
vicgli aiznemlies, izmantojot iekilaSanai graudus un miltus. lemesls - ka tie ir 
vicgli parversami skaidra nauda. Piemeram, Moodys un Standard un Poors 
sava korporaciju kreditu reitinga analizc ka parastu paradu neiclver istennina 
aiznemumus, ko garante graudi un milli.

6.41 Tomei, atslega islcrmina finansesanas kapitala nodrosinasanai ir pienaciga 
rcgulcjosa konlrolc, lai nodrosinatu so krajumu kvantitati (noverstu zagsami) 
un kvalilati (noverstu bojasaiui). (Mums irstastits, ka sistemas sis 
nepiecicsamas kontrolcs vciksanai ir, vai ari var tikt atri raditas.)

6.42 Sad a koiiliolcs sislcma dos aizdeveja iestadei nepieciesamas garanlijas un 
samazinas vai pal liela mera likvides risku.

6.43 Paslaik vicleja banku sistcina nav gatava dot aizdevumu. Tadel melianisnis ir 
jaatrod isa laika. Ir iespejams, ka tadas inslilucijas ka Pasaules banka vai 
Slarpiauliskais Valutas Fonds varetu sniegtsadu istermina kreditu. Papildus 
lidzekli rublos, ko iegusl no koncesionara graudu importa var but 
pielietojaina sim nolukam.

6.44 Kad /inams lidzcklu avols, ir daudz veidu ka so naudu nodot zemniekiem un 
fakliski nodrosiniil «'iizncinu/na adnaksllsa/iu.

6.5 Vir/.oiies uz tirgus sislcmu graudu tirdznicciba, lauksaimniecibas
programma, Udziga ka ASV, bQs atbalsLs kreditu programmai, kas balstas 
uz iekilaliem graudu krajumiem. Sada programma:



a. dos zemniekam naudu razas novaksanas laika;

b. samazinas risku ciest zaudejumus, kas celas no neiekilaliem graudiem;

c. realizes "briva tirgus" principus.

Programma var tikt ari izmantota, ja velas, lai sniegtu papildinajumu zemnieka 
icnakumicm, subsidBjot limeni, kada to noteicis Parlamenls,

6.51 ASV graudu programmas buliba ir ta, ka valdiba sniedz atbalstu, nosakot 
cenu, par kiidu fermeri var sanemt aizdevumu, ko nodrosina ar saviem 
graudiem. Ta zemnieks var sanemt skaidru naudu razas novaksanas laika, bet 
nav spiests pardot razu laika, kad tirgus cenas var bQl viszemakas.

6.52 Zinama laika periods fermeris var izveleties pardot graudus par dominejoso 
tirgus cenu, nomaksat aizdevumu un izmaksas, kas ar to saistitas, paturot 
starpibu. Vai ari nodot graudus tiesi valdibai par garantetu aizdevuma cenu.

6.53 Garanteto aizdevuma cenu parasti nosaka zem prognozejamas tirgus cenas. 
Biezi to nosaka procentuali zem videjam razosanas izmaksam. Tadejadi 
prasmigi fermeri liek stimuleti turpinat razosanu, kamer neprasmigi - ieguldit 
Hdzeklus citur.

6.54 Prakse dazas valdibas veic cenu noteikSanu ar zinamu merki, lai dotu 
subsidijas virs vai zem prognozetajam vai valdoSajam tirgus cen.lm, 
virs - kur papildus razoSana ir velama (piem. kviefli), un zem prognozetam vai 
valdo.sajam tirgus cenam par precem, kas sarafcotas vairuma (piem. rudzi). 
Ja cena noteikta virs tirgus cenas, starpiba veido valdibas subsidiju.

7 Suualavo dclalizctu privati/acijas planti

7.1 LIJ holdinga sabiedriba ir albildiga par privatizacijas plana izslradr^anu un 
rcalizesanu. letcicams planu pabeigt I. jfllija, lai to izskatitu Ministru 
Padome.

7.2 Ir biiliski, lai liktu radila lauksaimniecibas strategija un tirgus vide sai 
nozarci pirms notiek fakliska korporaciju uznemtimu privatizacija.

7.3 Uznemumiem jazin, kadi likumi nosaka to darbibu, pirms tie iegulda
lidzeklus, perkot kapitalu. Arzemju iegulditaji nelems par ieguldijumu, ja 
nozares strategija nebus labi nodrosinata.

7.4 Privalizacijas plans ielvers:

a. rekomendetajam LD uznemtimu grupam, kas varetu tikt pfudotas 
kopa, veidot komerciali dzlvolspejigu vienibu;

I "



b. pardosanas veidu variet no akciju pardosanas izsole lidz kapitala 
nodosanai bez maksas razotaju kooperativiem;

c. ieteicamie pardosanas termini - iespejams, ka plans rekomendes 
agraku pardosanu sektoros, kur jau pastav konkurence (maizes 
cepluves) un novilcinas tur, kur ta ir ierobezota (miltu malsana).

d. pirceji, kam dodama prieksroka;

e. Ipasi pardosanas nosacijumi, piem. atlaides, atlikti maksajumi utt.;

f. Privatizacijas komisiju (ja tadas tick veidotas) veidosana un to 
pienakumi

g. LD holdinga sabiedribas pienakumi privatizacijas procesa; 

h. vadibas apinacibas plans un realizesanas veidi.
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Figure 1 Reassignment of Lalvijas Lablba Responsibilities

Functions Latvijas Latvijas Individual 
Birojs Dzlrnavas Operating 

____________Units

MOA

Business operating
decisions
Buy locnl ymin/
Soil grain products
Store grain
Inspect grain
Import concessionary grain
Economic analysis
Set all grain policies
Implement groin policies 

Manage strategic reserves 
Manage quotas/tariffs 
Manage business credit 
Subsidies

Monitor commercial
unit operating performance

X 
X 
X 
X

X 
X

X 

X



To Deputy Minister Mr Skele, Feb. 10;

1993. gada 10. februari

Skeles kungs,

Domajot par musu vakardienas parrunam, man §kiet, ka parak liela uzmaniba 
tiek veltlta organizacijas formai, kada valstij piederes labibas krajumi. Varbut vairak 
uzsvaru vajadzetu likt uz funkcijam.

Ja mes varam piekrist, ka nepiecieSama labibas daudzuma analizi var veikt un 
ieteikumus labibas pirkganai un pardoSanai no valsts labibas rezerves izstradat 
profesionals personals, kas strada pie Labibas Biroja, tad organizacijas loma ir 
diezgan vienkarSa. Ta butu valsts institucija, kura a) faktiski nem sava IpaSuma 
labibu un b) valsts varda lemj par graudu pirkganu vai pardoSanu noteiktiem 
merkiem. Ja tiek veidota bezpejnas organizacija, tas valde varetu ietilpt PriekSsedis 
(no Lauks. Min.) un divi locekji (viens no Finansu Ministrijas un otrs no 
Premjerministra personala).

Organizaciju varetu veidot, balstoties uz likumprojektu, kas tiek izstradats, lai 
parveidotu Latvijas Labibu. Valsts organizacijai butu ierobeXota izpildvara izdarit 
lemumus par graudu pardoSanu un iepirkSanu noteiktiem merkiem, ka tas noteikts 
Statutos. Ta noluks varetu but nodroginat pietiekoSu vieteji sarazotu labibas 
daudzumu partikai un lopbarlbai. (Tirgus reguleSanu varetu veikt SI merka ietvaros.)

Organizacijai nebutu nepiecieSams paSai savs tehniskais personals, ta darbotos 
pec Biroja personala (vai an kadas citas institucijas) ieteikumiem.

Raugoties no privata sektora labibas tirgus attlstiSanas viedokja, neliekas 
pratlgi dot J5ai organizacijai paplaSinatas pilnvaras pirkt un pardot labibu. Lietas 
butlba nav, vai So organizaciju nosauc par "bezpe|nas", bet gan kads bus las faktiskais 
iespaids uz tirgu.



To Deputy Minister Mr Sl^ele, Feb 16;

16februarisl993 

A.Skeles kungam,

klat pievienoju kopiju no Kanadas Kvie§u Padomes Akta un Akta 
Instrukcijas. Ta ka tas ir joti gars' dokuments mes netulkojam to latviski. 
Tulkojumu mes varetu veikt tarn da jam kas butu IpaSi interesantas.

Mes neuzskatam, ka Sis Akts norada tieSu modeli Latvijai, bet tani 
iekjautas vairakas lietderigas un interesantas norades. Saskana ar Kanadas 
sistemu valdiba uzperk visus kvieSus pec tiesa kontrakta, kura mineta 
fikseta cenu un pec tarn atbild par ta pardoSanu vieteja un pasaules tirgu. 
Pasaules tirgus cena nodrogina nepiecie§amo disciplinu lai uzturetu 
zemakas cenas. Faktiski, Kanadas rafcotaju cenas parasti ir zemakas neka 
ASV.

Kviesu Padome sastav no trls lidz pieciem locekjiem, kurus nozlme 
"Domes Gubernators". Padomei paUdzlbu sniedz Padomnieku Komiteja, 
kura sastav no vienpadsmit locekjiem kurus ievel zemnieki no visiem 
vienpadsmit rajoniem. Termins "Domes Gubernators" ir saglabajies no 
tiem laikiem, kad Kanada bija Anglijas kolonija. "Gubernators" Kanada 
ir palicis, ka oficials Karalienes parstavis. §is postenis aizpilda faktiski 
tikai ceremoniju funkciju, kur "Dome "sastav no premjerministra un vina 
kabineta. Ta ir an faktiska valdiba.

Padomes merkis ir veicinat "marketingu pareiza veida, vietejo provincu 
un eksporta tirdzniecibu, graudu audzesanu Kanada" (5 nodaja ). Akta 5 
lidz 11 nodaja ir apspriesti merki, cenu politika, finansialas un 
ekonomiskas Padomes iespejas. Padome atbild par visam finansialam un 
liguma norisem, kas saistas ar graudu pirk§anu un pardo§anu valdibas 
uzdevuma. Ta var an aiznemties naudu no komercbankam. Veicot §Is 
darblbas Padome atskaitas Finansu ministrijai. Pejna kas guta no graudu 
tirdzniecibas tiek atgriezta atpakaj Finansu Ministrijai. Zaudejumus sedz 
no sabiedriskajiem fondiem.



Lauksaimnieclbas ministrs sasauc tikSanas Padomnieku Komiteja un ir 
tiesi atbildigs par graudu kontroles dienestu. Graudu kontroles dienests 
nav pakjauts ne KvieSu Padomei, ne Padomnieku Komitejai. 
Padomnieku Komiteja ir faktiskais darba organs un sniedz 
rekomendacijas Padomei lemumu pienemsanai. Padoine, savukart, ir 
Valdibas oficialais parstavis un ir tiesiga slegt ligumus.

Padomei ir tieslbas noteikt kvieSu cenas un iepirkt graudus no 
zemniekiem. Skiet ka kviesiem tas ari ir vienlgais pircejs. Padomei tapat 
ir tiesibas rikoties ar mieziem. Miefciem marketinga noteikumus 
apstiprina Padome un graudus pardod saskana ar §iem noteikumiem. 
Auzas agrak bija iekjautas programma, bet vairs nav paSreizeja momenta. 
Razotaji, kuri ir iekjauti graudu programma, nedrlkst pardot graudus 
arpus programmas noteikumiem.

Zemnieki razo graudus stingri saskana ar valdibas noslegtjiem 
llgumiem. Katram dallbniekam ir atjauju gramata kura jauzrada, kad 
pardod graudus. Graudu cenas tick noteiktas sezonai un zemniekiem 
izmaksa lldz 90 % no novertetas cenas pie graudu pardosanas. Atlikums 
tiek izmaksats sezonas beigas. Izmaksatais daudzums pamatojas uz 
faktisko cenu, ko iegust no tirdznieclbas, kura ir saskanota ar pasaules 
cenu. Pastav an veids ka subside! zemniekus. Valdiba var izlemt arl 
neeksportet graudus, ja cena ir parak zema. §inl gadijuma valdibai jasedz 
glabasanas izmaksas.

Likums an pieprasa, lai bankas pienem zemnieku graudus ka kilu 
aizdevumam. Bankas parnem graudus sava Ipa§uma, ja zemnieks neatdod 
aiznemumu. Bankas sini gadijuma pardod graudus valdibai galigai 
pardosanai.



Kanadas Padome var sniegt lietdengu paraugu Latvijai.

1. KvieSu Padomei ir tiesibas darboties valdibas varda, bet 
Padomnieku Komiteja, kuras darblba pakjauta Lauksaimniecibas 

ministrijai, ir galvenokart atbildiga par lemumu izstradaSanu.

2. KvieSu Padome iesniedz visu pejnu valsts kase; zaudejumus 
atlidzina no valsts fondiem.

3. Sistemas merkis ir veicinat regularu kviesu un miezu razotaju 
marketingu, ko realizetu valdiba.

4. Akts pieprasa bankam pienemt zemnieku graudus, kas noglabati 
attieclgos elevatoros, ka aizdevuma Icllu.

Latvijai varetu noderet sekojo§i elementi:

1. "Lablbas biroja" valde var klut par valdibas parstavi, nosakot graudu 
cenas un izsniedzot graudu eksportesanas un importe^anas atjaujas. 
Valdibas varda ta varetu parnemt kontroli par graudu nozari. Lai to 
realizetu, ta varetu nodarbinat ekonomistus un analitikus, kas izskatitu ar 
tirgu saistitus jautajumus, novertetu alternatlvu graudu cenu ietekmi un 
izplatitu informaciju par graudu cenam, daudzumu un pakapem.

2. Graudu parbaudes dienests varetu tikt izveidots Lauksaimniecibas 
ministrijas ietvaros (un atseviski no "Lablbas biroja"), lai uzturetu graudu 
kvalitates un kvantitates radltajus visiem graudiem, kas tiks glabati 
dzirnavas un elevatoros. §ie razotaju uzglabatie graudi var tikt izmantoti 
ka klla razotaju aiznemumiem. Valdiba varetu garantet iepirkumu par 
aizdevuma summu un, gadijuma, ja aiznemums nedek atmaksats, meginat 
pardot tos dzirnavam.

3. Ja Padomei ir nepieciesams pieversties jautajumiem, kas attiecas 
uz paterina graudu cenu, tad labak butu to darit ar Ministru Padomes 
nozimetu atsevisku organizaciju. lespejams, ka sada nepieciesamiba 
neradlsies tad, kad Latvija izgajusi caur pasreizejo ekonomiskas 
depresijas periodu, jo nav lietderigi ierobezot to likuma.



1993. gada 6. aprill

Genera kungam 
Skeles kungam 
AtkaCuna kungam

Informacijas noluka pievienojam musu konsultantu grupas sagatavotas 
tabulas, kas ietver tehniska, ekonomiska un tirdznieciska rakstura informaciju par 
kombinetas lopbaribas un miltu raZoSanas uznemumiem, ka an maizes ceptuvem, kas 
bija vecas Latvijas Labibas sistemas sastavdajas.

Sovakar Riga ieradisies Sai Matizs, kur§ kadreiz nodarbojies ar graudu 
tirdzniecibu General Mills kompanija, un vinS stradas projekta ietvaros aprill. 
Anallze, ko vinS veiks savas uztures'anas laika, palidzes Ministrijai izstradat 
reorganizacijas un privatizacijas strategiju graudu nozare. VinS palidzes ari Labibas 
Birojam izstradat graudu kvalitatlvas un kvantitativas kontroles sistemu. Saja noluka 
mes ceram, ka aprija vidu ieradisies graudu kvalitates kontroles specialists, kurS 
vinam palidzes. Paredzams, ka gramatvede Benita Pullins" ieradisies aprija beigas, lai 
palidzetu piena parstrades uznemumiem un maizes ceptuvem parveidot to 
gramatvedibas sistemas atbilstoSi rietumu pieejai.

Mes sagaidam, ka no 16. Hdz 20. aprilim Riga uzturesies USAID projekta 
parstavis Maikls Brukss. USAID ir devis majienu, ka vini ir ieintereseti paSreizeja 
projekta pagarina&ana, un ieradisies Seit, lai detalizeti to parrunatu. Kad vina 
brauciena grafiks bus apstiprinats, mes organizesim vina tikSanos ar Jums.

Nils Melngailis, 

Projekta Vaditajs

•\



Projekts, K. FriCs, 1993. g. 5. aprill
Debitoru un kreditoru paradi, valsts galas korabinati, 1993. g. 3. raarta 2.1pp.

uznemums

RigasGK
Valmieras GK
Liepajas GK
BalvuGK
TukumaGK
Daugavpils RA
Jelgavas GK
Saldus GK
C&u ARA GK
Rezeknes ARA
TalsuARA
Ventspils GK
Jekabpils AF GK
LudzasPK

KOPA

kredit. paradi
statut- 

sabiedr.
tukstUSS

1,960.0
1,173.1
2,067.2

467.5
202.3

1,268.5
92.3
92.3
70.8

156.9
20.8

147.7
359.2
142.3

8,220.8

zenui. un 
ind. saimn.

32.3
303.8
45.4
23.1

3.8
16.9
0.0

23.1
1717
15.4

1.5
9.2

14.6
74.6

581.6

cm

153.8
46.2

(947.5)
(259.8)

0.0
60.8
0.0
7.7
0.0
0.0
0.0
4.6

430.8
21.5

(481.9)

I pedejas
izmaksas 
datums
tukst. USS

2,146.2 19/1/93
1,523.1 3/2/93
1,165.1 25/10/92

230.8 18/02/93
206.2 26/02/93

1,346.2 15/10/92
92.3 26/02/93

123.1 3/03/93
88.5 15/02/93

172.3 1/02/93
22.3 22/03/93

161.5 4/12/92
804.6 20/12/92
238.5 15/10/92

8,320.5

banku 
isterm. 

aizdevumi

0.0
258.5
62.3
92.3
0.0

406.2
0.0
0.0
0.0

83.8
15.4
16.9
0.0
0.0

935.4

paradi un kred. 
paradi 
kopa

tukst USS

2,146.2
1,781.5
1,227.4

323.1
206.2

1,752.3
92.3

123.1
88.5

256.2
37.7

178.5
804.6
238.5

9,255.9

KOPA

tukstUSS

(1,586.9)
(918J)
(981.6)

(41.5)
95.4

(1,265.4)
3.1
0.0

40.0
(163.0)

25.4
(66.2)

(650.0)
(57.7)

(5,566.9)

Apmainas kurss US$1= 130 LVR



Projekts, K. Fri£s. 05.04.93
Kreditoru un debitoru paradi valsts maizes ceptuves
1993. g. 18. marta

ceptuve debitoru 
paradi

kreditoru 
paradi

bankas 
aizdevumi

paradi 
kopa

KOPA

milLVR milLVR milLVR milLVR

Daugavpils Maiznieks
^-:>:*-:-:->:-:-:-:-:-:->M'L-'-^'-:-:-4-'-'---'.'*'-:-v>x-:-:'-:->:-:->:
JtMgavasiMamueks ssg;-x-:;.l^-x-;;:;.^-Xv:-:x>x..v.-^:.-v;;:v.:wX-:v;-:-:X;:s-;

Ventspils Maiznieks

Liepajas Maiznieks
BaJira
Abra
Baltmaiznieks ...................,.......-,
v>x->»»:-:.^:-x;:vX.::v^>..: M^feix:-:-:-: v.tS&.&I.Si-iY

^x-xW:.:-:1:.:.:1:'.:.:.:^.:

20
IHlil

0

""I'i3
4 4

v^^.™*^^^™^*

0.5
if
-23

KOPA 177.17 179.54 29 208.54

-9
.............JS
;^v:-;:|::iK:x?ri«:;i-:::

-31.37



Projekis. K. Fries, 05.04.93
Kreditoru un debitoru paradi valsts maizes ceptuves 1993. g. 18. marta (USS)

ceptuve j debitoru 
! paradi

mil USS

Dniva v ??]fftf& ''•••' •:• ' 2. .::i -••.'• c ;f:!y '•• '•••: \ •• .•/ 0.477
Daugavpils Maiznieks 0.154 

Ventspiis Maiznieks 6.015
Wzeifiii^SfeizrBeks.;: :V.; j/:?;? -: ? '- : : ; . : ^052
Liepajas Maiznieks 0.013
Bqj tTOu^nie^s :: : ffi .'• •. •:':-. :--. ?. :•;.-. X! !:• ! •;••: "i:-: '0 :2R1

Abra 0.088 

KOPA 1.363

kreditoru bankas 
paradi aizdevurni

mil USS

0.031 0.123
... .........__.._,.,. ,,,,,,,

."!;• '•"• : /\ /VTi tf •"•" ''•'.'" ''":;-; :':'. : '-. : ••• '•• ;•'•;•..'•-'•' 
.".*• :-'-'iJ"J_rjir&'" -' --/••-•••-•••-•- •••'-•••;.•...>•

0.031
III.... ....^.:..,™............^^.

1.381 0.223

paradi 
kopa

mil USS

:;&;•?:•;.->.-;•-. ::•>::•:-.-;••:
0.154

llloiiioi
:W¥i**.S5..;vM«...

0.012
111^028'""" '67631
fi«l38 ,.,,,„,

1.604

KOPA

mil USS

:-:-;v3-i£.v: . :•: :-:-.-:•;-:•: .
0.000

SIlSip A '^abo4

;;t •.•>:':->:-:"•.•. ..-;->.-x .•;•:•.

-0.018

•~™»~»

-0.241

Apmainas kurss USS1= 130 LVR



Projekts, 1C. FriCs, 05.04.93
Kreditoru un debitoru paradi valsts kombinetas lopbaribas rupnlcus un raalSanas uznemumus 1993. g. IS. marta

uznemums

(mild)
Rfe^r>i^aynJei^ill^fe-:::x
Daugavpils Dzimavnieks
{ |;-:::j::£:;:.^^

Jelgavas Dzirnavnieks
Ej«i^Tg^'Xl^II'Htft.VT**^?C6: '' ':-: - - : -- ~': -- : - ''•- '''•

Liepajas Labiba 

(lopbariba)

Jekabpiis Labiba
yidzenies:lp*i^fej|^^^if
Stende
B^ail|febffi^iatb^ii^|^^^;^
lecavas Labiba
Sipto-iSS^i;^;^aipr;fi

debitoru paradi
miltu komb. 

malsanas lopbar.
mil. LVR

^:-;§-;i82.2? ?:;'.::— '::. :-:
75.2 20.7

%;$?&$&&;;; G&T
304 4

&;"g ;64&:;« . :. .iifi
41.4 66.1

134.6
s:::}tS::Mii::;.-:':':6(X6:

- 114.7
y^i^?%^3tiifc

80.5
^^••m^ftifc

d. par. 
kopa

182.2
95.9

'•: •:1:J33C4

308
I64;2
107.5

134.6
?^:v.::<5&6

114.7
:Q.:-i04;8

80.5
:&:$8l

kreditoru paradi
zemn. kopsaimn. bui 

saimniec.
mill

::: ' .v: : .1 9:52 :.*. :: K- ;!t: '.; : :: :O^M
0 0

C&*'Jti&*&^*,.'ite^:;:
3 19

"' r :;;":^-:^^;"l::K;23^KoKS
8 18

13.9
? ;* : •; sOG ii::? ::: •> v -s :•' :r? Ss*:sw?
:• !- -S :-- •: 4*-O:'-;.KK ' "•;• :4--frT' •• ~; • i»: :•:';.

0.5 10
^#•1 J|;;:Splg:M^6^ ;^

5 9.3
^:^ ^•3^3%:^^:;;;.^^;^;;

12. ciri | kred. par. 
! kopa

.VR

78:7^'. .:'\'-:347:' :.;.< :;:445;2
0 124.9 124.9

:^.,fe;:;-nQ(ii7?;:'- ; .:;->:l06>i7
0 50 72

1 7;5 : ••'•:: • ;-::;i35>. : . Wi77;Sl
0 148 174

liillPPllliBi
30 84.5 128.4

:$fe$\i\s$:7&: £':£%il%&i
1.3 96.4 108.2

il:Si: :-:- ;S|373x:::i:^:i^2
0 12.5 26.8]

\?:;0^:^i:-S6i3;:: :v:^?:;H72;6f

kred. par.
bankas un paradi 
aizdev. kopa

mil LVR

l: :i0::::il^:-.:3:^i6s4;Si
88 337.8

ilp;riiiif2i3!4
208 352

^••;:$&;i£:;\&t/iiitii
60.9 408.9

336 592.8
iMSI^tellfli;^^

46.7 263.1
y::;;|g|i;.9;::::;;|:y:.l;:|.i5^3

141 194.6
:^slS4j%«I^«fc8

KOPA

mil LVR

I!:P&72;2
-241.9

IlIP
-44

I:|s|S46;?
-301.4

-458.2

-148.4
111:133:5

-114.1
IPS-HS:?

uznemums

milru malSana • JobpiK?™: 1 ;-b.; : C;:;
komb. lopbar. rai. kopa

kopa lopbar. uznam.

debitoru paradi
miltu 

malsanas

i',.:'-'-t;741:7
—

:,m:^L7

komb. 
lopbar.

mil. LVR

974.7

' '723^2 
;:'974.7

d. par. 
kopa

•.;::::;;; — '.:•.:?•

""•"I71&4

kreditoru paradi
zemn. | kopsaimn. 

saimniec. j
budz. cid kred. par. 

kopa
mil LVR

: : V : ;x:rr:;:;'iK ;•:•:'•/! !.'•;'. ~ : .: : .'V. :;'
80.5 155.5

:';<:'• ;::;:;;:!:96i2'
-

/.:••:•,:•— y :;::v •..;.:-::;fc:,-;-;:':.X
1407.1

v- •;•••, ^« 32i:lf' >i. ;.••:'• 60.4*', •:;-Wi96i2^-v-: :.-91iiS^; ''..-- -•;-;-i:-:;i^-
48.4 95.1
80.5. ; 155.5

41.3
•i- ; ';; : :j37;5;

495.5

bankas 
aizdev.

kred. par. 
un paradi 

kopa
mil LVR

;':"":::f;!;::- Q^TJ.

802.2
I40T;l -:; :> •i :;:v :i779i2:

"''""""""'21618

•:/.:.:: 5340J4

KOPA

mil LVR

""^143976
V;y-;:y-3i624



Projekts, K. Fries, 05.04.93
Kreditoru un debitoru paradi valsts kombinetas lopbaribas rupnicas un maisanas uznemumos 1993. g. 18. raarta (US$)

uznemums debitoru paradi
miltu 

maisanas
komb. 
lopbar.

d. par. 
kopii

kreditora paradi
zemn. 

saimniec.
kopsaimn. bud2. cm kred. par. 

kopa
bankas 
aizdev.

kred. par.
un paradi

kopa

KOPA

(mild)
ttgasJD
Daugavpils Dzirnavnieks

Jelgavas Dzimavnieks 

Liepajas Labiba

(lopbariba)
^^iCon^;lopbar.rapnJ 
Jekabpils Labiba

Stende 

iecavas Labiba

mil. US$

ai59 0.738 

2.338 d031 2.369

milUSS milUSS milUSS

0.000 0.000 0.000 0.961 0.961
. :iv : : . : :: jfl 'f]f)£\ ''•••'''-':- '^"fY /viifV"^"- '•'''•'•'•••'(\ ftOt ::'->: '••'• ''-• ' jfi'-ftO-'t 
>:::':'.: . :\VA*****"' : : vx ::':'^: V« Wvf •"''- -•' '•• '•'•• W«O.£ 1 '": . : ..:.:: : ::':\/-iQjt-x

-——j—" a666 OJ85 '"6354

l|p2^|lll|8J|l| '""" """""""'""""'1598
-1861

1.600 2.708

.318 6.508 6.062 0.138 0.000 1.138 1.338 0.468 3.145 -2.318

C^SGlp 
TOST"" 1.035

0.882 0.882 OXXM

o!!6T "" a23i 0.650 a988
i^i^^^^^^^^^^^P'ILOTTr"v""" "aoio"- ™ 0^ - ^g^

"2^585

iS^O 
"6:266

0.359 
""1J085

Slli2561f

:'":'":'""l624

..

-0.878

uznemums

komb. lopbar. raz. kopa

kopa lopbar. uznem.

debitoru paradi
miltu 

maisanas

—

W&m

komb. 
lopbar.

mil. US$

7.498

5.563

d. par.
kop5

-

13:203

kreditoru paradi
zemn. 

saimniec.

6.619

0.372

kopsaimn.

i.196

0.732

bud2.

milUSS

-

OJ18
{ -: 7\CO: 

\ v** 0-'

cm

10.824

3.812 
: 1(X824

kred. par. 
kopa

bankas 
aizdev.

kred. par. 
un paradi 

kopa
milUSS

-

6\17i:• mm

-

:^^W>

KOPA

milUSS

-

""-iT674

Apmainas kurss US$1= 130 LVR



K. Fri5s,5. aprilis 1993. g.
Labiba un labibas prodiikti Latvija

Komercialais labibas imports, "Latvijas Labibas" uz^emumi, 19SS.-1992. g.

gads rudzi auzas roieii kukunjza cid graudi kopa mild kombineta 
lopbariba

LABIBA (tODnas)
x»i:;^.<^vXiv-'-:-.v:<v:-^:vx^:-:-:-:-:-x-;v

1989 316,370

1991 262,372 23,698 6,205 171,987 386,342 7,077 857,681 5,286

Komerciilais labibas eksports, "Latvijas Labibas" uznemumi, 1988.-1992. g.

gads rudzi auzas mieii kukuiuza cid graudi kopa mild kombineta 
lopbariba

LABIBA (tonnas)



K. Fri5s,5. aprilis 1993. g.
Labiba un labibas produkti Latvija (turpinajums)

Malto izstradajumu razosana "Latvijas Labibas " uznemumos 1988.-1992. g.

gads lieilopu 
baiiba

cuku 
bariba

pumu 
bariba

cita 
bariba

lopbariba 
kopS

Scviesu rudzu putraimi citimaltie parakai
mild mild labibas kopS

_ izstrSdaj.
tonnas tonnas

631,300 668.4CO 

I&JSKXT" 504100

130,803 33,817
xitggii&immMvmi*

133/708 35,018

"Latvijas Labibas" uznemumo veiktais proteina piedevu imports 1988.-1992.g.

gads sojas kokvilnas zivjumilti lopbaribas 
mild seklu mild raugs

raugaun 
vitamlnu 

piedeva

KOPA

____ ________^ .,____, _____» : ————* ^-————--«————————•

1991 121,300 13,100 10,900 7,200 15,000 167,500



egers,

A.god. D.CJJegera k-gs!

Klat pievienotais dokuments ir priekslikuma projekts par iespejamo 
palldzlbu Lauksaimniecibas ministrijai to uznemumu privatizacija, uz 
kuriem neattiecas rupnieclbas privatizacijas likumdosana. £o jautajumu 
mes jau esam apspriedusi ar Lauksaimniecibas ministrijas parstavjiem 
V.Atkacunu, I.Martinsoni un A.Jansoni. ASV valdibas agentura, kas 
finanse musu darblbu, veletos vistuvakaja laika tikties ar Jums, lai 
apspriestu so priekslikumu un izvertetu musu lldzsinejo darblbu. Mes 
labprat sanemtu Jusu vai citu ministrijas specialistu iespejamos 
komentarus par musu ieteikumu.

Nils Mengailis 

Projekta grupas vadltajs

1993.gada 16.aprili



IBuduenam de Markena kg-m
A&enturas USAID parstavim _
Riga, Latvija B

I

Cienljamais de Markena kungs!

programma, kas norit saskana ar Neierobeiota Apjoma Ligumu Eur-0014-C-00-1058-
oo. m

I
Pedejas sarunas ar Melngaija k-gu un FriCa k-gu vini noradlja, ka raduSas 

grutlbas ar projekta planoto darbu veikSanu lauksaimniecibas tehnikas apkalpes un fl 
gajas parstrades sfera, jo privatizacija Sajas nozares rit lenak neka bija iecerets. •

Sakotneja darba pi an a sastadiSanas laika bija paredzams, ka privatizacija • 
norites vienlldz strauji visas Cetras Projekta izveletajas nozares. Tomer mes ™ 
uzskatam, ka ir svarigi kopa ar ieinteresetajam grupam un atseviSkam personam jau 
iepriekg siki apspriest visus iespejamos privatizacijas variantus, ka ari Si procesa gala H 
iznakumu un sekas. Bet, ka zinams, §ada apsprieSana aiznem joti daudz laika.

Visu izveles variantu izskatiSana un meginajumi izvertet to paredzamas sekas _. 
k|uvusi par iemeslu tarn, ka privatizacija gajas parstrades un lauksaimniecibas maSInu H 
apkalpes nozare aizkavejusies par vairakiem meneSiem.

priekSu. Paredzams, ka visdrlzakaja laika Parlaments piepems likumus par lielo un 
mazo piena parstrades uznemumu privatizaciju. m 

Mes ludzam projektu tuvako meneSu laika sniegt tieSu palldzibu vismaz divu g 
piena parstrades uznemumu privatizacija. Ja laiks atjautu, mes veletos ar Projekta 
konsultantu palidzibu risinat atseviSkas problemas ari citu piena parstrades m 
uznemumu privatizacija. B

Sobrid valdlba veic koncerna Latvijas labiba parveidoSanu. TadeJ mes B 
velamies velreiz apstiprinat nepiecieSamibu pec Projekta palidzibas lablbas nozares • 
privatizacija, un, jo ipaSi, dzirnavu un elevatoru parveidos'ana un privatizeSana, jo 
Sie uznemumi saistlti ar lopbarlbas razoSanu. Lidzigi ka piensaimniecibas nozare, 9 
mes veletos lugt Projekta palidzibu ari citu lablbas nozares uznemumu privatizacijas ™ 
jautajumu risina^ana, protams, ja to atjaus laiks.

iLidztekus palidzibai piena un labibas nozare, mes veletos sanemt Projekla
atbalstu vairaku arpus cetriem izveletajiem sektoriem eso§u privatizejamo -. 
lauksaimniecibas uznemumu analize un lidzekju noverteSana. B

Sobrid vairaki arvalstu iegulditaji izteikuSi veleSanos iegadaties ministrijas i 
parziija esosus putnkopibas, konfekSu, konditorejas un citu partikas produktu |



razoSanas uznemumus. Ministrijas tehniskais personals ir skaitliski mazs un tarn nav 
vajadzlgas pieredzes uznemumu privatizacijas tehniskaja sagatavoSana. TadeJ 
nekavejoties butu vajadzlga Projekt palldziba Saja darba, ka ar! ministrijas personala 
apmaciba.

Mes saprotam, ka minetie darbi nesaskan ar llguma nosacljumiem, turklat 
Projekta grupai vispirmam kartam javeic Hguma uzdevumi. Tomer mes ludzam, lai 
daja Projektam atveleto lidzekju tiku novirzlti augSmineto neatliekamo uzdevumu 
veikSanai. Tadej mes veletos apspriest iespeju izdarlt izmaipas esoSaja llguma un 
darba plana, lai ietvertu tajos §os papildu uzdevumus. Varetu rasties nepiecie§amlba 
projektu nedaudz paplaSinat, pieverSot vairak uzmanibas palldzibai uznemumu 
lidzekju noverteSana.

Veicamo uzdevumu neatliekamlba liek mums lugt vajadzigas izmainas izdarlt 
pec iespejas atrak.

Lai ari gajas parstrades un lauksaimniecibas tehnikas apkalpes nozare 
privatizacija norit lenak neka planots, mes paredzam, ka Projekts vajadzlgaja laika 
spes sniegt nepiecieSamo palldzlbu.

Vienlaikus gribam izteikt atzinlbu par Projekta izpildes organizatoru Melngaija k-ga 
un Fri5a k-ga lielo atbildibu par uzticeto uzdevumu, ka an profesionalo prasmi ta 
IstenoSana. Lldz Sim paveiktais devis kompleksu ieguldljumu privatizacijas jautajumu 
sekmlga risinaSana, sakot ar detalizetu koncepciju, normatlvo aktu analizi, 
priekSlikumu izstradi, un beidzot ar nacionalo kadru apmacibu.

Ar cienu,

Latvijas Republikas Lauksaimniecibas ministrs 
D.



1.0 KOPSAVILKUMS PAR VIDES AIZSARDZIBU LATVIJAS 
REPUBLIKA

§1 nodaja dod visparigu parskatu par vides aizsardzlbas likumdoSanu un praksi 
Latvijas Republika, un ta balstita uz informaciju, kas guta no Latvia: A Transition to a 
Market Economy, AWorld Bank Country Study, The International Bank of 
Reconstruction and Development, 1993 un sarunam ar vairakiem plena parstrades 
uznemumu parstavjiem, trim Vides aizsardzlbas komitejas (VAK) locekjiem, trim 
regionalo vides aizsardzlbas komiteju parstavjiem un diviem vietejo attiriSanas iekartu 
darbiniekiem.

Vairums Saja zinojuma. izteikto komentaru balstas uz rakstiskas vai mutiskas 
informacijas tulkojumiem no latvieSu un no krievu valodas. Lasot §o dokumentu, 
butu janem vera tulkojot raduSas iespejamas jautajumu un atbilzu neatbilstoSas 
interpretacijas.

1.1 Vides aizsardzlbas institucijas

Vides aizsardzibas komiteja dibinata 1990. gada 2. junija tulit pec neatkaribas 
deklareSanas. Vides aizsardzibas komitejas priekSsedetaju iecej un locekjus level 
Latvijas Republikas Augstaka Padome, kas ir an Vides aizsardzibas komitejas 
dibinataja. Sobrid Vides aizsardzibas komitejas priekSsedetajs ir Indulis Emsis. VAK 
neietilpst Ministry Padomes struktura, bet ir lidzlga ranga institucija. Tas darits ar 
noliiku izsargaties no vides aisardzibas jautajumu nobidiSanas otraja plana ekonomikas 
priorita^u prieks"a. Pec 1993. gada junija veleganam VAK tiks iekjauta Ministru 
Padomes struktura un tiks iecelts vides aizsardzibas ministrs. Tade} VAK nakotni ir 
gruti paredzet. Visticamak, ka ]oti maz, ja vispar kada, no esogajam VAK 
amatpersonam saglabas savu posteni. Tomer ierindas darbinieki, jo ipa§i regionalo 
komiteju darbinieki, varetu palikt lidz^inejie. Neskatoties uz to, Saja zinojuma tiks 
apskatiti vides aizsardzibas likumi, VAK politika un vispareja nostaja pret vides 
aizsardzibas jautajumiem. Tomer jabridina, ka, iekjaujoties Ministru Padomes 
struktura, VAK var notikt butiskas izmainas.

Vides aisardzibas komiteja ir sadalita tehniskaja un izpildes daja. Tehnisko nodaju 
vada pirmais vietnieks un ta nosaka politiku un normativus, kamer izpildes daja, ko 
vada galvenais inspektors, realize juridisko normu ieveroSanu, tai skaita art sodu un 
nodok]u iekaseSanu. §o prasibu ieveroSanu realizet palidz devinas regionalas vides 
aizsardzibas komitejas un citas valsts institucijas.

Ir ari vairakas vides aizsardzibas organizacijas, kas VAK palidz izstradat, ieviest un 
nodro§inat normative aktu ieveroSanu: Zinatniskais centrs, Informacijas un analizes 
centrs, Mezu un medibu inspekciju komiteja, Udensresursu izmantoSanas inspekcija, 
Udens rezervuaru udens un mineralu resursu inspekcija un vairakas dabas rezerves. 
Hidro^eologijas un meteorologijas instituts, padomju laika veidota institucija ar visa 
valsti labakajam monotoringa iespejam, veic neatkarigu monitoringu un tai pieder ari



datu baze. Daudzi VAK pasakumi tick koordineti ar §o grupu, bet VAK nav 
administrativas kontroles par to.

Devinas regionalas vides aizsardzibas komitejas atbild par atjauju izsniegSanu 
projektiem, likumdoSanas aktu ievieSanu un sabiedriski informativu pasakumu 
veikSanu. Latvija ir 26 rajoni, tadej katrai no regionalajam komitejam jaaptver 
apmerarn tris rajoni. Katrai regionalajai komitejai ir piecas apakSnodajas: (1) 
inspekcija (lielaka grupa); (2) analizu laboratorija; (3) ekspertu grupa vides 
ekologiskas ekspertizes veikganai pirms jauna uznemuma celSanas vai esoSa 
uznemuma paplaSinaSanas atjaujas izsniegSanas; (4) kadastra daja, kura apkopo 
statistikas datus par emisiju, dabas resursu izmantos'anu, apjomu, utt. un (5) tehniska 
da]a.

Regionalas VAK galvenokart nodarbojas ar piesarnojuma maksas noteikSanu, kontrole 
likumu ieveroSanu, uzliek sodus par limitu parkapumiem un sarunu ce}a cen§as 
vienoties par grafiku emisijas apjomu samazinas'anai. Visbargakas sankcijas, proti, 
uznemuma slegSana, vel nav tiku^as pielietotas.

1.2 Vides likumdoSana

KopS 1990. gada Latvijas Republikas Augstaka Padome pienemusi vairakus likumus 
vides aizsardzibas joma:

Likums Par Latvijas Republikas Vides aizsardzibas komiteju (1990. g. junijs) 
nosaka Vides aizsardzibas komitejas (VAK) ka Latvijas vides aizsardzibas un 
dabas resursu izmantoSanas parvaldes un uzraudzibas institucijas izveidoganu. 
VAK atskaitas un ir pakjauta Augstakajai Padomei. Tadejadi VAK formule, 
realize un kontrole vienotu vides aizsardzibas un dabas resursu izmantos"anas 
politiku. Sis likums pilnvaro VAK bez ierobeZojumiem izvertet atbilstibu 

vides likumiem. Visubeidzot, Sis likums prasa, lai VAK ne retak ka reizi gada 
sagatavo un iesniedz Augstakajai Padomei atskaiti par paveikto.

Likums Par Valsts ekologisko ekspertlzi (1990.g. oktobris) nosaka un regule 
ekologiskas ekspertizes procesu Latvija. Ekologiska ekspertlze ir 
priekSnoteikums ikviena valsts rupnieciska projekta finanseSanai. Ja 

ekspertlze parada, ka projekts tieSi vai netie§i iespaido vai nakotne iespaidos 
apkartejo vidi, sabiedribas vesellbu, dzives apstakjus, kompetentas valsts 
institucijas un administracija nosaka projekta talako likteni.

Nolikums Par Latvijas Republikas Valsts vides aizsardzibas inspekciju (1990. 
novembris) piinvaro VAK inspektorus bez ierobezojumiem kontrolet vides 
aizsardzibas likumu ieveroSanu ka vides aizsardzibas, ta ari dabas resursu 
izmantoSanas joma un aizliegt darbibu, kas parkapj likumu, ka ari sodit 
parkapejus.

Likums Par dabas resursu rodokli (1990.g. decembris) nosaka maksu par 
dabas resursu izmantoSanu un notekudenu novadlSanu noteikto limitu robezas, ka ari

sankcijas pret tiem, kas parsniedz noteiktos limitus vai kuri nopludina 
standartam neatbilstoSus notekudenus. 25 procenti no lldzekjiem, kas ieguti no



dabas resursu nodokjiem un soda naudam, tiek ieskaitlti Latvijas Republikas budzeta, 
bet 75 procenti- attieclgas paSvaldibas budzeta, turklat tie jaizmanto ar vides 
aizsardzlbu saistitiem meridiem.

Likums Par vides aizsardzibu (1991. g. aagusts) primaro atbildlbu par vides 
aizsardzibu, dabas resursu izmantoSanu, ekologiskas ekspertizes kartlbu, 
standartiem, atjaujam un sabiedribas informeSanu uzliek VAK. Likums 

nosaka vides aizsardzlbas un dabas resursu izmantoSanas merkus.

PaSlaik Sie likumi vairak nosaka visparigus merkus, nevis specifiskus darblbas 
ierobeiojumus un prasibas. VAK un Augstaka Padome apspriez nepiecieSamlbu pec 
jauniem likumiem, kas uzlabotu prasibu izpildi un labak nodroSinatu likuma 
aizstavlbas speku. Piemeram, nesen speka stajies jauns likums Par bistamajiem 
atkritumiem, kas nosaka ipaSas prasibas eksploziviem, ugunsnedroSiem, 
uzliesmojos'iem, korodejoSiem, nevadami reagejoSiem un toksiskiem atkritumiem.

Latvija ir ieviesti IpaSi udens izmantoSanas noteikumi, udens izmantoSanas atjaujas, 
notekudenu novadi^anas atjaujas un notekudenu standarti, ko VAK apstiprinajusi 
1991.gada 29. novembri (Lemums Nr. 3). Sie noteikumi, kas stajas speka ar 1992. 
gadu, limite udens izmanto§anu un nosaka maksimali piejaujamo notekudepu 
novadi§anu Latvijas udenos (t.i. fldens kvalitates standartus).

Neatkarigi no speka esoSo likumu kvalitates, visos vides aizsardzlbas likumos tiks 
izdaritas izmainas, ja ne citadi, tad vismaz tiks mainitas likumu administratlvas 
sadajas (t. i. paSreizeja pak|autiba parlamentam).

Diemzel jaatzlme, ka paSreizeja privatizacijas gaita Joti maz vai vispar nemaz 
uzmanlbas netika pieversts vides aizsardzlbas jautajumiem, kas attieclgajos 
uznemumos varetu but radit problemas. Paraleli tarn, nemot vera smago ekonomisko 
situaciju, VAK megina atkapties no striktas vides aizsardzlbas standartu uzspie^anas. 
VAK visai regulari atturas no sc'.. naudu uzlikSanas uzpemumiem, ja vien tie savu 
iepeju robezas doma par vides aizsardzlbas jautajumiem un cen§as situaciju uzlabot. 
Uznemumiem, kas nedoma par vides aizsardzlbas jautajumiem parasti uzliek sodus, 
lai tos rosinatu darboties Saja virziena.

1.3 Vides aizsardzlbas noteikumi

Latvija lieto bijuSas Padomju Savienlbas udens standartus, kas papildinati ar daziem 
nacionaliem standartiem. Padomju standarti ir stingraki par Eiropas Kopienas vai 
Savienoto Valstu lidzlgiem standartiem, tomer Padomju Saviemba tie reti tika 
ieveroti. Nerealu limiu noteikgana noveda pie visparejas vides aizsardzlbas likumu 
un noteikumu neieveroSanas. Vecaja padomju sistema tika pielietoti vairak neka 2000 
udens kvalitates indikatori. Rupniecisko notekudenu limiti tika aprekinati katra 
atseviSka gadijuma, nemot vera noteces baseina stavokli. Sarunas ar piena parstrades 
uznemumu darbiniekiem atklajas, ka vairuma gadijumu ta vieta, lai noteiktu 
konkretajai situacijai atbilstc^us limitus, VAK lietoja nacionalos notekudenu 
standartus (VAK padome? if mums Nr. 3, 1991. gada 29. novembri). Minetie 
notekudenu pesarnojuma limiti, kas attiecinami uz piensaimniecibas nozari, doti



sekojoSaja tabula. Limitus noteikusi VAK, pamatojoties uz vecajiem padomju laika 
standartiem un Eirpas Kopienas (EK) standartiem.

Tabula 1.1 Piesarnojuma limiti un udens kvalitates kriteriji, kas attiecinami uz 
piena parstrades uznemumiem

Nr
1
2
3
4
5
6
7
8
9
10
11
12
13

parametrs
suspendetas vielas
hloridi
sulfati
boilogiskais skabekja pateripg (BSP)
kimiskais skabekja paterinS (KSP)
nitratu slapeklis
nitritu slapeklis
amonija slapeklis
fosfati
SVAS (anjonaktivas)
SVAV (nejonogenas)
taukvielas
naftas produkti

.......(mg/1)

300
100
3
15
9.1
0.02
0.39
0.25
0.1
0.1
-
0.05

........(mg/1)
15
100
500
12
90
25
0.15
8
2.5
0.5
2
5
0.5

Ari gaisa piesarnojuma standard tika parnemti no vecajiem padomju laika 
noteikumiem, un tajos ietvertas vairak neka 500 gaisu piesarnojoSas vielas. Piena 
parstrades uzrjemumos gaisa emisijas pastavlga uzraudzlba netiek veikta, bet piena 
parstrades uznemumiem ir jamaksa nodokji par apkures katlu, kraSnu un amonjaka 
saldeSanas sistemu emisiju, pamatojoties uz kimisko vielu un kurinama izlietojumu. 
IzmeSu limiti tiek noteikti gaisa izmantoSanas atjaujas. §ie apjomi balstas nevis uz 
reala piesarnojuma merijumu rezultateim, bet uz izlietoto kimikaliju un kurinama 
daudzumu.

1.4 Likumu izpilde

Ka jau atzlmets nodaja 1.1, atjaujas tiek izsniegtas regionalajas VAK. At]aujas tiek 
noteikti piesarnojuma limiti galvenajam piesarpojo§ajam vielam. atjaujas tiek 
parskatltas katru gadu. Ja razotne nav kontroliekartu emisijas meriSanai, sarunu gaita 
tiek noteikti pagaidu limiti, kas balstas uz labako rezultatu, ko var iegut stradajot pec 
uznemuma esoSas tehnolo^ijas.

Dabas resursu un piesarriojuma nodokjus un soda naudas nosaka likums Par dabas 
resursu nodokli. Nodokji balstlti uz dabas resursu izlietojumu (piemeram, pazemes 
udenu vai virszemes udenu) ka an gaisa un udens piesarriojumu atkariba no izmantota 
vai novadlta apjoma. Tabula 1.2 paradlti attieclgie dabas resursu izmantoganas 
nodok]i uz 1993. gada juniju. Tabula 1.3 uzraditi nodokji par piesarnojumu. 
Japiezime, ka dabas resursu izmntoSanas un piesarnos'anas maksas var maimties. 
Piemeram, tabula 1.2 un 1.3 dotie tarifi piedzivoja desmitkartigu pieaugumu 1993. 
gada 1. janvari.



Ja atjautja dotie limit! tick parkapti, uznemums regionalas VAK fonda iemaksa soda 
nauda triskartlga apmera, ta tick atvilkta no pecnodokju pejnas. Septindesmit procenti 
no soda naudas paliek regionalajai VAK, bet tnsdesmit procenti aiziet centralajai 
VAK///. 1991. gada fonda tika iekaseti aptuveni 6 miljoni padomju rubju.

PaSlaik Latvija netiek praslts, lai uzpemumi veiktu neatkarigus emisijas merljumus un 
analizi. §o darbu dara VAK un tai pakjautas organizacijas, ka an hidrogeologijas un 
meteorologijas agentura. Tomer daias regionalas VAK prasa, lai uznemumi veiktu 
notekudenu monitoringu un par rezultatiem zinotu regionalajam VAK. Latvija 
nepastav vienotas formas merijumu un analliu protokoli, kas butu obligati visiem. Ta 
vieta VAK laiku pa laikam salidzina savus laboratorijas datus ar uznemuma veikto 
analiiu rezultatiem, un ja pastav vera nemamas atSkiribas, VAK megina noskaidrot to 
celonus. Loti biezi problema slepjas analizes procedura, un jaatzlma, ka smagas 
ekonomiskas situacijas dej, ir gruti iegadaties visus nepiecieSamos reagentus, tadej 
samazinas pa}avlba uz laboratorijas darba rezultatiem.

Piena parstrades uznemumi, kas savus notekudenus novada municipalajas attlriSanas 
iekartas (piemeram, pilsetas iekartas), praslbu zir^a pakjaujas municipalo ietaiSu 
personalam, nevis VAK darbiniekiem. Sados gadljumos pilsetas parstavji izsniedz 
uznemumam atjauju, kura noradits notekudenu apjoms ka an notekudenu raksturs un 
koncentracija. Paraugu nemSanu izdara VAK un/vai pilsetas parstavji, no uznemuma 
var tikt piepraslts paSam veikt uzraudzibu. Vides aizsardzibas likumos nav paredzetas 
IpaSas praslbas pret uznemumiem, kuri notekudenus izvada pilsetas attiris'anas ietaises. 
Ta vieta pilsetas parstavji izstrada limitus, pamatojoties uz notekudenu daudzumu un 
piesarnojumu, ko attieclgas attiriSanas ietaises spej parstradat iekjaujoties tarn 
izsniegtajos limitos.

Tabula 1.2 Dabas resursu izmantoSanas nodokji

NODOKJI PAR UDENS IZMANTOSANU
Nr
1
2
3
4

UDENS TIPS
Pazemes udens
Virszemes udens
Mediciniskais mineraludens
Galda mineraludens

NODOKLIS (LVR/m3)
1.0
0.2
5.0
20.0

NODOKI,,! PAR DABAS RESURSU IZMANTOSANU
Nr
1
2
3
4
5
6
7
8
9
10
11

RESURSU TIPS
Augsne
Smilis
Smilts un grants maisljums
Grants
Mals
Dolomits
Ka^akmens
Qipsis
Kudra
Sapropelis
Mediciniskas dunas

NODOKLIS (LVR/m3)
1.0
2.5
8.0
6.0
3.0
8.0
15.0
20.0
3.0
2.5
36.0



Tabula 1.3 Piesarnojuma nodokji

NODOKLI PAR PffiSARNOJUMU NORMATlVU ROBE2AS 
UN ATKRITUMU IZGA§ANU

Nr
1
2
3

ATKRITUMU KLASIFIKACIJA
Netoksiskie atkritumi 
Toksiskie atkritumi 
Loti toksiski atkritumi

NODOKLIS (LYR/m3)
30 
100 
3000

NODOKU PAR GAJSA PffiSARNOJUMU
Nr
1 
2 
3 
4

PIESARNOJUMA KLASIFIKACIJA*
Netoksiska emisija 
Videji bislama emisija 
Bistama emisija 
Loti bistama emisija

NODOKLIS (LVR/m3)
200 
300 
650 
650000

NODOKLI PAR UDENS PffiSARNOJUMU
Nr
1
2 
3 
4

PIESARNOJUMA KLASIFIKACIJA*
Netoksiskas vielas 
Videji blstamas vielas 
Bistamas vielas 
Lotii bistamas vielas

NODOKLIS (LVR/m3)
200 
2000 
500000 
3000000

* PiesarnojoSo vielu dalijums bistamlbas pakapes pec Latvijas Republikas Vides 
aizsardzlbas komitejas klasifikacijas.

PIESARINIOJUMA DALIJUMS PEC BISTAMIBAS 
( Gaisa un udens piesarnojums)

1. Netoksiskie

2. Videji blstamie

3. Blstamie

4. Loti blstamie

Putekji, suspendetas vielas, sulfati, sarmu metalu
hlorldi.
Oglekja oksidi, fosfors, nitriti, nitrati, dzelzs
savienojumi, viegli noardamas organiskas vielas
(BSP), taukvielas, virsmaktlvas vielas (SVAV).
Sera un slapekja oksidi, nafta un tas produkti,
fenoli, spirti.
Aromatiskie ogjudenrazi, cianidi un to
atvasinajumi, smagie metali, pesticidi.

1.5. Vides audits

Rupnieclbas vides audits varetu palidzet darba ar atjaunoSanas programmam un darba 
prioritaSu noteikSanai. Viena no svarlgakajam visa uznemuma vides aizsardzlbas 
audita priekSrocibam ir iespeja noteikt specigakos piesarnojuma avotus razoSanas 
procesa. Tas palidzetu uznemumiem, nevis pieversties vides kontrolei, kas var 
izradlteis darga un neefektlva, bet vairak domat par piesarriojuma samazinaSanu.



Izmainot darba procesu var dot an citus labumus, piemeram, darba izmaksu 
samazinaSanu un uznemuma efektivitates palielinaSanu. Turklat, ir svarigi vides 
situacijas auditu padarit par paSa uznemuma vadlbas pasakumu, kas ir tikpat svarigs 
ka raioSanas procesa dinamiskoSana visos razoSanas posmos sakara ar procesa un 
produkta izmainam, tehnolo£ijas izmainam, //utility pricing/// un tirgus izmainam. 
Piena parstrades uzpemumos prioritate japieSkir virszemes Qdenu aizsardzlbai. 
Kadreizeja PSRS raloto rezerves daju trukums un Rietumos razoto iekartu dardziba 
rada problemas rupniecisko notekudenu attiriSana ka uznemumu, ta ari municipalaja 
limenl.

1.6 Secinajumi

Lielakajam vairumam piena parstrades uznemumu vides aizsardzibas problemu ir 
iespejami tehniski risinajumi. Kontroles joma galvena uzmanlba butu japieverS 
modernu piesanjojuma kontroles, atkritumu utilizacijas un vides monitoring iekartu 
pielietojuma paplaSinaSanai. Vides aizsardzibas merku sasniegSanai varetu but 
vajadzlgi ieverojami ieguldljumi, tomer japieverS uzmanlba, lai ieguldljumi vides 
stavokja kontroles uzlaboSna tiktu izdariti tajos uznemumos, kas tuvakaja laika varetu 
saglabat rentabilitati un nebutu drlzuma jasledz. Investlcijam ir jadod atdeve, un tarn 
ir jakjust par vienigo alternativu piesarnojuma samazinaSanas merku sasniegSana.



Environmental Report by John Faulk, Bauska Dairy;

2.0 Bauskas plena kombinats

Bauskas piens (Bauskas plena kombinats) ir izveidots ka sabiedriba ar ierobezotu 
atbildibu un tika dibinats, lai aizstatu agrako piensaimnieku biedribu. Kombinats 
sastav no trim rupnicam, no kuram viena atrodas Bauska, otra- Stelpe un treSa- 
lecava. Zinojuma galvena uzmaniba pieversata Buskas rupnlcai, tomer dots parskats 
par vides aizsardzlbas jautajumiem ari abas parejas rupnlcas.

2.1 levads

Bauskas rupnica strada viena maina un diena pienem aptuveni 80 t piena. Uznemusm 
razo sviestu, skabo krejumu, sieru, biezpienu un citus pilnpiena produktus (piemeram, 
kefiru). Rupnica nule ka sakusi razot jogurtu, bet pec divam nedejam saks izlaist 
saldejumu. Tomer Sie divi produkti tiek razoti visai maza apjoma.

Uznemums diena sarazo ap 10 t dazadu piena produktu. Uznemums 1991. gada 
parstradajis kopuma 40 283 t piena, 1992. gada- 30 985 t, bet Sogad paredzamas 
aptuveni 25 000 t vai pat mazak. Pilnpiena produkcijas razogana pedejo 4-5 gadu 
laika ieverojami samazinajusies- no 10 t diena Hdz nepilnam 2 t Sobrid. Kefira 
razo§ana samazinajusies no 4 t Hdz nepilnai pustonnai diena paSlaik. Krejuma 
razoSana samazinajusies no 5 t Hdz aptuveni 1 t diena. Bauska ik dienu uz Strelpi 
nosuta 4-6 t krejuma sviesta razo§anai. Uznemuma razo^anas sektora nodarbinati 
aptuveni 60 cilveki.

Sulinas tiek pardotas zemniekiem, bet neliels to daudzums, noieta trukuma gadljuma 
tiek laists attirls'anas ietaises. Bez tam, sulinu parprodukcijas gadljuma uzpemums 
reizem tas izmanto zemes mesloSanai.

Uznemumam ir vides aizsardzlbas darba koordinatore, kas uzrauga udens attiriSanu 
un un karto visus citus vides aizsardzlbas jautajumus. Sis darbinieks atbilda ari par 
vides aizsardzlbas jautajumiem Stelpe un lecava, lai ari tur vipa atbildlbas loks ir 
Sauraks.

2.2 Udens izmantoSana

Bausakas uznemums reizi kvartala pilsetai maksa par dzeramo udeni un tikpat biezi 
rajonam par notekudenu novadlSanu. 1993. gada pirmaja kvartala Bauskas 
uznemums samaksaja 57 317 rubjus par udeni un 6 884 rubjus par notekudeniem. 
Maksa par notekudeniem ir joti zema. Reizumis ta varetu but pat Cetras reizes lielaka.
Videji diena uzriemums izmanto ap 350 m^ udens.

2.3 Notekudenu attlris'ana
kuras viena attiriSanas diki ierikotas barjeras, kas veido oksidacijas kanalu.
Attlri§anas iefJses tika uzbuvetas 1985. gada. letaiSi hidrauliska jauda ir 600-700 m^



notekudenu diena (vides aizsardzlbas koordinatore nezinaja ietaiSu organisko vielu
parstrades jaudu). Skiet, ka dikis spej uznemt ap 4 000 m^ notekudepu (6-7 dienam). 
Oksidacijas kanala izmanto 8 udens virsmas aeratorus notekudenu piesatinaSanai ar 
skabekli un cirkulacijas veicinaSanai. Aeratoru un maisltaju darbiba ap trijiem no rita 
tick uz stundu partraukta, lai diki nostadinatu. Ap Cetriem no rita notekudeni pa gravi 
un caurujvadiem 3-4 km gamma tick izlaisti Lielupe.

DC pa trim meneSiem ziema un ik menesi vasara dunas tiek iesuknetas cisternas un 
izlietotas lauku mesloSanai.

AttlriSanai ietaises nonak plena parstrades notekudeni un kanalizacijas udeni no tuveja
dzlvojama sektora. Ik dienu sistema tiek izvadlti kopuma 500-700 m^ notekudenu. 
No Si daudzuma ap 60 % dod uznemums, bet 40 % nak no dzlvojama sektora.

Pie paSreizeja notekudenu daudzuma attlris'anas ietaises var (neparkapjot notekudenu 
normativus) parstradat notekudenus, kuru BSP ir 1000 mg/1.

Nesen Bauska sakusi attlriSanas ietaiSu paplaSinaSanu, cejot otru, nedaudz lielaku
attlriganas baseinu (attlris'anas jauda ap 800 m^ diena). Buve ir parstrades uznemuma 
pianolas paplaSinaSanas rezultats. Bez tam, uznemuma attlris'anas sistemai paredzets 
pievienot arl maizes ceptuvi un vel vienu dzlvojamo eku bloku. Ir pabeigta 
dzlvojama kompleksa kolektorsistemas buve, abam pusem vienlgi atlicis parakstit 
ligumu. Jauna attlriSanas sistema ar piena parstradi nesaistlto notekudenu 
pievadi^anas dej Jaus uzlabot attiriSanu, jo attiramie piena parstrades notekfldeni tiks 
atSkaidlti ar kanalizacijas udeniem, turklat tiks paildzinata notekudenu atraSanas 
attlriSanas sistema.

Jauna attlriSanas baseina celtnieclba bija japabeidz So vasaru, bet ta netiks pabeigta 
atrak ka nakamgad (vai lidz tam bridim, kamer tiks atrasti nepiecieSamie resursi). 
Baseina buve ir pabeigta par aptuveni 75%, ir iegadati un nolikti glabaSana arl divi 
jauni aeratori. Vides aizsardzlbas koordinatore les", ka darba pabeigSanai butu 
nepiecieSami ap 2 000 000 rubju. Lai an izmaksu struktura netika uzradita, Skiet, ka 
nosaukta summa ietver baseina buves pabigSanu, vel vairaku aeratoru iegadi un 
papildus nepiecieSamo attlriSanas iekartu (piemeram, maisitaju, cauruju, utt.) iegadi.

Pec otra baseina pabeigSanas uznemums nedoma tos abus izmantot vienlaicigi- vienu 
dienu tiks izmantots viens baseins, bet otru dienu- otrs, vai ari katrs no tiem tiks 
lietots divas dienas pee kartas (lai paildzinatu iztureSanas laiku). Sistema tiks 
izveidota par elastigu mehanismu, ko var piemerot dazadiem darba apstakjiem.

Sarunas vides aizsardzlbas darba koordinatore atzimeja, ka attlriSanas ietaisem 
vislielakas problemas rada biezpiena un siera sukalas, kam ir joti augsts BSP un kas ir 
gruti attlramas. Runajot par iespeju uznemuma razot kazelnu, koordinatore atzimeja, 
ka, pec vinas domam, attlriSanas ietaises nespetu, iekjaujoties limitos, parstradat 
raduSos notekudenus.



2.4 Lietus udeni

Vairums uznemuma teritorija uzkrato lietus udenu nonak attlris'anas sitema, bet joti 
maz parstrades iekartu, kas raditu piesarnojumu, atrodas zem klajam debesim. 
Praktiski vienlgie lietus udeni, kas nenonak attlriSanas ietaises, ir no iekartu 
glabaSanas laukuma un autonovietnes, kas atrodas otrpus cejam. §o novietnu apskate 
netika atklati fakti, kas varetu radit satraukumu.

2.5 Autotransporta mazgaSana un apkope

Uz vietas tiek turetas vairakas smagas maSlnas, visi bet remontdarbi notiek telpas, no 
kurienes izmantotas ejjas tiek aizgadatas prom utilizacijai. Viemgais vera nemamais 
ara piesarnojuma avots ir piena maSmu mazgaSana, kas notiek pec piena nodoSanas.

2.6 Pazemes udeni

Bauskas uznemums izmanto pazemes udeni, kas tiek suknets no arteziskajam akam.
Uznemumam atjauts diena izlietot 663 m^ udens (242 000 m^ gada). Uznemums 
neizteicas, ka tarn pastavetu kada? ar udens kvalitati vai kvantitati saistltas problemas. 
Regionala VAK novertejusi §o udeni par atbilstoSu dzerama udens praslbam.

2.7 Atbilstlba likumdoSanai

Regionala VAK izsniegusi uznemumam notekudenu novadiSanas atjauju, kura 
noteikts, ka BSP pie}ujama robeza ir 12 mg/1, kopejais suspendeto vielu daudzums ir 
15 mg/1, £SP ir 90 mg/1, nitratu- 25 mg/1, mtritu- 0,15 mg/1, amonjaka- 8 mg/1, 
hlorldu- 300 mg/1, sulfatu- 500 mg/1, sintetisko virsmas aktivo vielu (SVAV)- 0.5 
mg/1, naftas produktu- 0.5 mg/1, tauku- 5 mg/1 un fosfatu- 2.5 mg/1.

Ziemas meneSos uznemums var paniiKt BSP 8 mg/1, jo tad udens ir vesaks un tiek 
parstradats mazaks piena apjoms. Vasara BSP medz sasniegt 40 mg/1.

Bauskas regionalas VAK parstavis aptuveni divas reizes menesi apmekle Bauskas 
kombinatu un pern paraugus, kas tiek parbauditi VAK laboratorija Jelgava. 
Inspektors izteicas, ka tuvejo namu iedzivotaji, ilgaku laiku pieturoties karstam 
laikam, reizem sudzas par smaku, kas nak no uznemuma. Tas gan piena parstrades 
uzijemuma ir pilnlgi dabiski.

1993. gada pirmaja ceturksnl Bauska par tiro udeni sarnaksajusi 9 126 rubjus, par 
notekudeniem- 1 230 rubjus, bet par gaisa piesarnoSanu- 3 985 rub)us. Citos 
kvartalos nodokji var but c"etras reizes augstaki, jo SI gada pirmajos trijos meneSos 
razoSana bija verojams kritums.

vx



Bauskas VAK inspektors atzimeja, ka Bauskas kombinats ir labs paraugs citiem 
uznemumiem, no ta varetu maclties, ka jaattiecas pret vides aizsardzlbas problema^.. 
tikpat labi an to, ka laikus janomaksa paradi. Piena parstrades uznemuma attieksme 
(piemeram tas, ka te uz pilnu slodz strada vides jautajumu koordinatore) ir skaidrs 
apliecinajums nopietnai attieksmei pret giem jautajumiem. Sarunas ar vides 
aizsardzlbas koordinatori atstaja iespaidu un parlieclbu, ka, nodroSinot atbilstoSus 
resursus, attiriSanas ietaises spej parstradat uzrjiemuma radltos notekudenus.

2.8 Kopsavilkums

Uznemuma diretors uzskata, ka kazeina, jogurta un sausa piena razoSana atrisinatu 
kombinata ekonomiskas problemas, kaut gan uznemuma jaudas paSlaik neatjauj So 
produkciju razot lielos apjomos.

Vides aisardzlbas koordinatore uzskata, ka labakais sukalu problemas atrisinajums 
butu to zaveSana un izmantoSana lopbaribai. Runajot par iepeju parstradat 100 t 
vajpiena kazeina, vides aizsardzlbas koordinatore atzimeja, ka tas radltu smagas 
problemas attlris'anas ietaisem. Turklat, vipa uzskata, nakotne vides aizsardzlbas 
noteikumi kus stingraki, ta ka bus vel grutak tos izpildit.

3.0 lecava

lecavas uznemums diena sarazo ap divarn tonnam miksta kimenu siera, kaut gan 
menesi sarazotais apjoms ir tikai aptuveni 20 tonnas. Uznemums tick darbinats vienu 
mainu. lecavas uznemums k|ust aizvien nerentablaks, un tadej, ka atzimeja Bauskas 
kombinata direktors, tas drizuma varetu tikt slegts.

lecava diena parstrada ap 20 tonnam piena (salldzinot ar 80 tonnam diena pagajuSo 
vasaru). Uznemuma jauda ir vairak neka 100 t piena maina. Uznemums 1991. gada 
parstradaja 15 919 t piena, 1992. gada- 8 964 t piena, bet Sogad apjoms varetu kristies 
Hdz 6 000 t vai pat mazak. Ik dienu lecavas uznemums uz Stelpi sviesta razoSanai 
nosuta aptuveni 1,5 tonnas krejuma.

lecavas razoSanas apjomi ziema un vasara atSkiras aptuveni fcetras reizes, vasara ir 
visrazigaka. Attiecigi mainas arl udens paterinS (ta izmainas gan ir ieverojami 
mazakas- vasaras paterinS ir aptuveni divas reizes lielaks neka ziemas).

Lldz §1 gada maijam separacijas procesa ieguto vajpienu sutija parstradat uz Lietuvu. 
Maija Lietuva atteicas vajpienu pienemt. Tagad da}u vajpiena suta uz citu Latvijas 
piena parstrades uznemumu Preijos, tomer §is negkiet esam galigs problemas 
atrisinajums. Visticamak, ka lecava, lai pateretu So vajpiena daudzumu, saks razot 
biezpienu (2-101 diena).

Uznemumam ir probemas ari ar sukalu realizaciju. Uzpemums meginaja sukalas par 
zemu cenu pardot zemniekiem, bet pedejie atteicas tas pirkt. Uzpemums gandriz bija 
spiests sukalas nopludinat tuveja upe, bet soda naudas butu izradijuSas pietiekami 
lielas, lai uznemumam butu izdevigak sukalas atdot zemniekiem par brivu. Tagad



zemnieki izrada lielu inters! par sukalam, patiesiba pieprasijums ir lielaks par 
piedavajumu.

Uznemuma apskate mes parliecinajamies, ka razotne ir }oti novecojusi (ka pati eka, ta 
ari iekartas), ari udens paterins" ir }oti liels. Razotne nav mazgaSanas iekartu, tas 
padara iekartu mazgaSanu grutu un neefektlvu. MazgaSanai un dezinfices'anai tiek 
lietoti tadi Udzekji ka NaOH, HC1 un

1993. gada pirmaja ceturksnl uznemums par udeni saraaksaja 5 656 rubjus. §is ir vel 
viens raditajs, kas apliecina ra2o3anas kritumu. Rafrgakos ceturkSpos SI maksa medz 
but Cetras reizes augstaka.

SI gada janvari razotne izlietoja 2 030 m^ udens, februari- 1 720 nA, bet marta- 1 905 
m3, kopuma kvartala- 5 655 nA PagajuSogad gaja paSa laika uznemums izlietoja 13 
967 m^ udens, bet visa gada kopuma- 50 000 rrA Uznemumam atjauts izlietot Hdz
59 000 m^ udens. Pagajusaja gada uznemums par udeni samaksaja 142 788 rubjus. 
Sogad §1 maksa varetu but tris Hdz piecas reizes augstaka.

Uznemums nenodarbojas ar savu notekudenu attlris'anu. Acim redzot, vairaki lecavas 
uznemumi novada savus udenus uz ietaisem, kas atrodas tie§a pienotavas tuvuma. 
RazoSanas vadltaja noradlja, ka attlriganas ietaises atrodas otrpus cejam, tomer §is 
ekas apskate neliecinaja par attlriSanas ietaiSu esamlbu. Saskana ar Bauskas 
uzpemuma vides aizsardzibas koordinatores teikto, lecavas ciemata ir biologiskas 
attlriSanas ietaises, kas ir joti slikta stavokll un tiek rekonstruetas.

Pienotava gandriz nemaz netiek kontroleti nedz notekudeni, nedz udens patents', 
apmeklejuma laika ka vieni ta otri bija redzami liela daudzuma.

Visi razotnes lietus udeni nonak vieteja attlriSanas sistema. Uznemuma tuvuma nav 
uzglabaSanas cisternu, kas varetu radit piesanjojumu. Ka pastastlja razo§anas 
vadltaja, piena pienem^ana zeme noteceju§ais piens nonak kanalizacijas sitema.

Piena ma§Inas pec piena nodoSanas tiek mazgatas ka no iekSpuses, ta ari no arpuses ar 
udeni, kaustisko sodu un tvaiku. §is udens tie§a ce|a nonak attlris'anas ietaises. 
Uznemumam ir cetras piena maSlnas, kuras, pec razoSanas vadltajas vardiem, e)|a 
netiek mainita, bet tikai papildinata.

lecavas raiotne izmanto pazemes udeni. Udens tiek suknets no arteziskas akas un 
uzglabats tvertne uz pienotavas jumta. Reizi gada §1 tvertne tiek hloreta, lai iznlcinatu 
bakterijas. Agrak, stradajot ar pilnu jaudu, uznemums saskaras ar udens trukumu.

lecf.vas razotne ir nosegusi ligumu ar vietejam varas iestadem par notekudenu 
novadlSanu un attiriSanu, Hguma noteikti udens nemSanas un piesarpojuma limiti. So 
informaciju mums sniedza Bauskas vides aizsardzibas koordinatore.

lecavas uznemuma razoSanas vadltaja nevareja daudz pastastlt par uznemuma 
darbibu. Tade| bija gruti iegut vajadzigo informaciju gan par razo§anu, gan vides 
aizsardzlbu.



Ka pastastija Bauskas kombinata vides aizsardzibas darba koordinatore, reizi menesi 
regionalas VAK parstavis ierodas ievakt lecavas notekudenu paraugus. RaioSanas 
vadltaja nebija informeta par So parbauZu rezultatiem, bet bija pilnigi parliecinata, ka 
par notekudenu limitiem ir jaatbild nevis pienotavai, bet gan lecavas ciematam.

Saskana ar VAK inspektora sniegtajam zirjam, lecavas pienotavai reizem medz but 
nesaskanas ar dzlvojamo sektoru vides aizsardzibas jautajumos, So nesaskanu iemesls 
tuvak netika paskaidrots. tyemot vera to, ka pienotavai nav savu attlriSanas ietaiSu, 
nesapraSanas, visticamak, varetu rasties nepafikamas smakas de}, vai ari tapec, ka 
notekudeni vareja tikt novaditi tuveja uplte.

Apmeklejuma laika radas iespaids, ka uznemuma, salidzinot ar saraSotas produkcijas 
daudzumu, tick izlietots Joti daudz udens. Udens teceja ari no S}utenem, kas tobrid 
netika lietotas. Vairakas tvertnes, kuras tika liets udens, teceja pari, bet neizskatijas, 
ka kads steigtos §ls kjumes labot. Apskates laika no kada piena separatora pileja 
vajpiens, kas tika novadits kanalizacija. Razo^anas vadltaja noradija, ka separators 
laiz garam vajpienu un ka tas butu remontejams. Tris citi piena separatori netika 
darbinati, un tadej atlika domat, ka vajpiens tiek tlSuprat laists kanalizacijas sistema.

4.0 Stelpes pienotava

Stelpes pienotava razo vienu produktu- sviestu. Pastav uzskats, ka uznemuma 
razotais sviests ir labakais visa valsti. Stelpe diena sarazo aptuveni 6-7 t sviesta 
(pirms vairakiem gadiem, labakos saimnieciskajos apstakjos Stelpe diena sarazoja ap 
201 sviesta). Sviests tiek razots pec t. s. vecas tehnolo&ijas, proti, salda krejuma vieta 
tiek izmantots skabais krejums. Sviesta paterins" ir tik ieverojami krities, ka Sobrid 
razotais sviests tiek pakots ilgstoSai uzglabaSanai.

PaSlaik Stelpe sviesta razoSanai ik dienu no Bauskas sanem aptuveni 6 t krejuma, bet 
no lecavas- ap divam tonnam. Bez tarn, Stelpe ik dienu pienem apmeram 40 t piena. 
1991. gada uznemums parstradaja 22 901 t piena, 1992. gada- 17 025 t piena, bet 
1993. gada paredzams, ka parstradata piena apjoms bus aptuveni 15 000 tonnas. 
Uznemums strada viena maina.

Separacijas procesa iegutais vajpiens tiek atdots zemniekiem izedinaSanai lopiem. 
Agrak vajpiens tika sutits uz sausa vajpiena rupmcu, bet tagad ta atteikusies pienemt 
Stelpes vajpienu.

1993. gada pirmaja ceturksm Stelpe par udens izmantoSanu samaksajusi 9 126 rubjus, 
bet par notekfldeniem- 1 230 rubjus. §ie skaitji tiek uzskatiti par }oti labu rezultatu 
Sim uzpemumam. Vasaras mene^os §1 maksa var pieaugt pat Cetras reizes. Pienotava
diena izlieto videji 100 m^ udens.

Uznemumam ir divi 1965. gada celti oksidacijas kanali notekudenu attlris'anai. 
Attiritais udens tiek nopludinats periodski. Kanaliem nepiecieSams tulitejs remonts 
un atjaunoSana. Kanalu sienas izveidoju§as lielas plaisas un caurumi, pa kuriem,



iespejams, kanala ieplust gruntsudeni. AttlriSanas ietaises ir an divi viens aiz otra 
ierikoti stabilizacijas diki, kam seko gravis, kura turpinas udens aeracija. 
Stabilizacijas diki ir aizauguSi un, Skiet, darbojas ka purva tipa attiriSanas ietaises.

AttlriSanas sistema diena apstrada 100-150 m^ notekudenu no pienotavas un
dzivojama sektora. Vairums notekudenu nak no pienotavas. letaiSu jauda ir 300 m^ 
notekudenu abos kanalos.

Reizi gada dunas no oksidacijas kanaliem iztira. Tas lieto ka meslojumu piemajas 
darzinos. Cieto frakciju saturs dunas ir parak mazs, lai tas varetu izmantot lauku 
mesloSanai (t.i., tajas ir parak daudz udens).

Agrak lietus udeni no uznemuma teritorijas tika novaditi uz oksidacijas kanalu. Pec 
tam nacas sitemu parbuvet, lai lietus udeni novaditu tieSi uz stabilizacijas dikiem, jo 
preteja gadljuma radas problemas attiris'anas iekartas izmantojot lietaina laika. 
Aclmredzot, lietus udens no piena pienemSanas dajas joprojam tick novadits uz 
oksidacijas kanaliem.

Piena maslnu mazgaSana notiek pienemganas laukuma, no kurienes mazgaSanas udens 
tiek novadits uz oksidacijas kanaliem.

Rupnieciskam vajadzlbam pienotava izmanto pazemes udenus. Ap simt metrus dzija 
arteziska aka, no kuras nem udeni patlaban, driz bus izsmelta. Sis akas udenim ir 
augsts delzs saturs, tadej pienotavai, pirms udeni lieto apkures sistema, tas jafiltre. 
Nakotne paredzets izmantot 180 m dziju artezisko aku.

Ka paskaidroja regionalas VAK inspektors, Stelpe |oti labi iekjaujas tai atveletajos 
limitos. Pienotavai noteikti suspendeto vielu daudzuma, BSP, KSP, nitratu, nitritu, 
amonjaka, hloridu, sulfatu, SVAV, naftas produktu, tauku un fosfatu limiti. Liela 
da|a limitu atbilst Bauskas uznemumam noteiktajiem. Kaut gan pedeja informacija 
par Stelpes uznemumu netika izanalizeta, Bauskas kombinata vides aizsardzlbas 
koordinatore, Stelpes pienotavas razoSanas vaditaja un regionalas VAK inspektors 
uzsvera Stelpes uznemuma prikSzimlgos rezultatus piesarnojuma piejaujamas 
koncentracijas ieveroSanas zina.

1993. gada pirmaja ceturksni Stelpes pienotava par gaisa piesarnojumu samaksajusi 3 
985 rub}us. Summa iek]auta maksa par amonjaka dzese§anas sistemu, boileru un 
kraSnu radito piesarnojumu.

5.0 Kopsavilkums par Bauskas pienu

Divos no trijiem Bauskas piena uznemumiem produkcijas razo§anai tiek izlietots 
vairak udens neka piena parstradei nepiecie§ams. Bauskas uznemuma Sobrid uz katru 
parstradata piena litru izlieto 4-5 1 udens, lecava izlieto 7-8 1 udens uz litru piena, bet 
Stelpe izlieto 1.5-2 1 udens uz litru parstradata piena (par apmierinos'u butu uzskatami 
2-3 1 udens uz vienu litru piena, bet litrs udens uz litru piena butu uzskatamas par Joti 
labu rezultatu).



Stelpes apmeklejuma laika redzejam, ka pienotava ir laba sviesta raZoSanas iekarta. 
Turklat bija redzams, ka uznemuma iekartu mazgaSanai netika izlietots parlieku liels 
udens daudzums (t. i., gridas bija sausas, bet mazgaSana notika tieSa operatora 
uzraudziba). Ka Bauskas ta ari lecavas uznemuma §ai problemai ir divas puses. 
Pirmkart, abas razotnes mazgaSanai tick lietots parlieku daudz udens, un, otrkart, 
seviSki labi netiek veikta ari telpu apsaimniekos'ana, jo liels daudzums piena 
parstrades produktu nonak kanalizacija. Vel asak §1 problema izpauzas lecava. 
RazoSanas vajadzibam paterejama udens daudzuma samazina§ana atjautu paildzinat ta 
izture§anas laiku un tadejadi tiktu uzlabota attlris'anas kvalitate (ka vietejas attiriSanas 
ietaises, ta ari pilsetas sistema).

Bez tarn visas trijas raiotnes butu japieverS uzmanlba attiriSanas ietaises vai pilsetas 
kanalizacija nonako^a piena un ta blakusproduktu daudzuma samazinaSanai. 
Vislabaka pieeja butu raZoSanas eku vides aizsardzlbas revlzija, kura IpaSa uzmanlba 
tiktu pieversta rupnieciskajai udens izmantoSanai un piena zudumiem. Visvaira butu 
jarupejas par sekojoSiem jautajumiem:

* apsaimnieko§ana (piemeram, izlijuSa un nopilejuSa piena vai ta produktu 
satiriSana un suEu likvide^ana);

* udens kontrole ( piemeram, udens tecinaSana tikai taja laika, kad tas tiek 
izmantots, izsmidzinataju lieto^ana SJutenu uzgajos, ja nepiecieSams lielaks 
spiediens, bet pietiek ar mazu udens daudzumu, tvertnu uzraudziSana 
uzpildiSanas laika, lai izvairitos no parpluSanas);

* noteces gravlSu izveidoSana ap tvertnem, kuru saturu nevajadzetu izvadlt 
kanalizacija;

* fasejamo iekartu uzraudziba un sistemas apstadinaSana, kjumem parak biezi 
atkartojoties;

* sukalu problema (izvairi§anas no sukalu un pirma skalojama udens tieSas 
nopludinaSanas kanalizacija, kanalizacija vajadzetu laist tikai otro un tre§o 
skalojamo udeni);

* nopilejumu satiriSana (nopilejumu savakSana ar slotu un izmantoSana 
lopbariba, nevis noskaloSana ar SJuteni);

* darbinieku izpratne §aja jautajuma (izvairiSanas no tl§u zudumu radKanas ar 
merki ietauplt laiku un darbu).

Tikpat labi ari nelieli kapitalieguldljumi un nelielas izmainas darba varetu jutami 
samazinat udens pateripu un piesarnojumu. Te butu jamin:

* piena maSlnu un piena kannu pilnlgaka iztukSoSana, lai samazinatu 
izskalojama piena daudzumu;



* noteku parklaSana ar draSu sietu, lai savaktu piena un piena blakusproduktu 
cietas frakcijas, kas varetu nonakt uz gridas;

* stavokju 'atverts' un 'aizverts' atzlmeSana uz kraniem, lai noverstu darbinieku 
neveribu;

* pec mazgaSanas skalojama udens i.zmantos'ana citu iekartu mazgaSana vai 
dezinficeSana;

* nopilejumu savacejvairogu izmantoSana, lai izsargatos no liekiem produktu 
zudumiem.

Ja an visi augstak minetie pasakumi nav piemeroti, vai kads no tiem jau ir veikts, tad 
tomer uznemumu darbinieku parliecinaSana par Sada veida attieksmes nepiecieSamibu 
uzlabotu notekudenu kvalitati un samazinatu to daudzumu. Turklat, ir svarigi, lai 
uznemuma vaditaji atbalstltu vides aizsardzlbas revizijas veikSanu.

Ka jau tika parrunats uznemumu apmeklejuma laika, sukalu un vajpiena 
nopludinaSana ari turpmak sagadas rupes Bauskas un lecavas uznemuma. Ja sukalas 
tiek novadltas vieteja vai pilsetas attlriSanas sistema, tad izlaistitas sukalas un pirmais 
mazgajamais udens jasavac vai japardod lauksaimniekiem. Otro un treSo mazgajamo 
udeni var izlaist attiri§anas sistema. Ja nav citas izejas, ka sukalas novadit attlris'ana, 
tad jaizveido tarn IpaSa uzkraSanas tvertne, no kurienes tas attlriSana ievada 
pakapeniski.

Kopuma nemot, Stelpe tiek gala ar saviem notekudepiem. Oksidacijas kanalu un 
stabilizacijas baseinu izmantoSana Skiet esam piemerots risinajums notekudenu 
attinSanai lidz limitos noteiktajai pakapei. BSP un suspendeto vielu koplgais 
daudzums Saja attlriSans sistema nemedz parsniegt 100 mg/1, bet notekudenos §1 
koncentracija ir mazaka par 20 mgA. Stelpe lielako satraukumu rada oksidacijas 
kanalu sliktais stavoklis. Lai savestu sistemu kartiba, butu nepiecieSams §o kanalu 
remonts, kas izmaksatu vairakus miljonus rubju. Lai ari virsmas aeratori ir veci, tie 
joprojam ir laba darba kartiba.

Bauskas kombinats ne vienmer iekjaujas notekudenu piesarpojuma koncentracijas 
limitos, bet uznemums pieliek visus spekus lai noteikumi netiktu parkapti, un 
parkapumi parasti nav smagi. Otra attlriganas baseina pabeigSana Jautu Bauskas 
uznemumam labak ieverot noteiktos limitus. Bauskas uznemumam ir jaapzinas, ka, ja 
taja saks kazeina razoSanu lielos apjomos, ka tas tiek planots, bus jaatrod ilglaicigs 
sukalu problemas atrisinajums. Uznemums nevares laist attlriSanas sistema tik lielu 
sukalu daudzumu un vienlaiclgi ieverot vides aizsardzlbas normas. Skiet, ka 
zemnieki labprat sukalas izmantotu lopu baroSanai, ja vien tas varetu sanemt par 
brivu. Tuvakajam laika posmam tas Skiet esam vienlgais atrisinajums. Lai Sai 
problemai varetu rast ilglaiclgu atrisinajumu, buto jadoma par sukalu zaveSanas 
tehnolo^iju, padarot tas par daudz vertigaku un vieglak izmantojamu lopbaribas 
produktu vai meslojuma piedevu.

lecava vides aizsardzlbas situacija ir sliktaka neka Stelpe vai Bauska. Bija grutlbas ar 
informacijas ieguvi par lecavas uznemumu, tas norada uz razotnes vadibas



neorienteSanos vides aizsardzlbas jautajumos. Nebija iespejams novertet lecavas 
notekudenu atbilstibu noteiktajiem limitiem, jo uznemuma darbinieki So mformaciju 
nevareja sniegt. Bet raz~otnes apskate lika domat, ka uznemumia razoSanas vajadzlbam 
tick paterets daudz udens, un ari piena un ta blakusproduktu zudumi ir ieverojami. 
Tade}, Skiet, pienotava uz vietejam attiriSanas ietaisem (kuru stavoklis ari nav 
spidoSs) novada fidenus ar parlieku lielu BSP, lecavas pienotavas vadibai vispirmam 
kartain butu jadoma par uddens izmantoSanas un piena zudumu reviziju, lai noteiktu 
razoSanas procesa kjumigas vietas, ka ari pasakumus udens paterina un piena zudumu 
samazinaSanai. lecavas pienotavas nolietoto iekartu dej Sajos pasakumos varetu 
but jaiegulda daudz darba un radoSas izdomas. Te joti noderiga varetu izradities citu 
uznemumu darbinieku palidziba un paSu pienotavas stradajogo iniciativa.



Environmental Report by John Faulk, Priekule Dairy;

2.1 levads

Priekules pienotava razo sviestu (nepartrauktais razoSanas process) un Krievijas sieru 
(60 dienu nogatavinaSanas laiks). Pienotava tiek izmeginata vajpiena siera razoSana, 
lai varetu parstradat visu lieko vajpiena daudzumu.

1992. gada Priekule pienema 21 117,6 t piena un krejuma. 1992. gada junija 
uznemums pienema 2 705,11 piena un krejuma (lielakais gada radltajs), bet decembri 
tieka pienemtas tikai 817,9 t (zemakais gada raitajs). Salldzinot ar ieriekSejo gadu, 
gogad piena razogana samazinajusies par aptuveni 30%, bet, salidzinajuma ar 
razoSanas apjomu pirms vairakiern gadiem, kritums ir 60 %.

Sobrid pienotava ik dienu pienem 60-80 t piena un 15-20 t krejuma, bet ziema Sis 
apjoms varetu samazinaties vel uz pusi. Pienotava diena sarazo 7-8 t sviesta un 3 
tonnas Krievijas siera. Sobrid pienotava ik dienu sarazo an vienu tonnu vajpiena 
siera, tomer to gatavo tikai 1-2 meneSus gada.

Priekules pienotavas jauda ir 15 t sviesta un 3 t siera diena. §o jaudu var sasniegt 
stradajot divas mainas.

Pienotavas razoSanas pajomi vasara un ziema ieverojami atSkiras. Vasaras meneSos 
(no junija lldz augustam) razoSanas apjomi ir videji divas reizes lielaki neka ziema 
(no decembra lldz februarim). Ari udens izlietojums un notekudenu apjoms svarstas 
tada paSa mera.

Galvenas razoSanas operacijas ir Sadas: piena un krejuma pienemSana, piena
separacija, krejuma pasterizacija 90-100° C (razo&anas vadltajs nezinaja, cik ilgi 
krejums tiek pasterizets) un sviesta un siera razoSana. Sviestu razo krejumu saku}ot 
sviesta ; bet sieru- vispirms iegustot biezpienu, ko sasmalcina, silda un veido, sala, 
saino un gatavina.

Paninas un sukalas (30 t diena), kas ir sviesta un siera raZoSanas blakus produkti, 
nosuta krejuma piegadatajiem, pienotavam un uz pilsetas izgaztuvi. Acimredzot 80 
% §c produktu gobrid nosuta uz izgaztuvi. Uznemums cer ar laiku visu §o apjomu 
nosutit atpaka} uz fermam. Pienotava diena sarazo ap 40 t vajpiena, kas lldz pavisam 
nesenai pagatnei tika sutlts uz Liepajas uznemumu vai reizem uz sausa vajpiena 
rupnicu Aizpute, ka ari uz vietas tika parstradats vajpiena siera. Tagad uznemums 
liek piena piegadatajiem, ja tie valas nodot pienu, pienemt pretlj vajpienu (izbaroSanai 
lopiem). AtbrivoSanas no vajpiena Priekules uznemumam ir liela problema, un tada 
ta bus ari nakotne, jo Liepaja atsakas pienemt Priekules vajpienu parstradei, bet 
Aizputes rupnica Priekules vajpienu pienem reti.

lekartu mazga^anai un dezinficaSanai tiek lietotas seSas kimiskas vielas. Tabula 1.1 
dots kopsavilkums par So vielu lietojumu.



Tabula 1.1 Kimisko vielu lieto§ana Priekules pienotava

VIELA
NaOH 
HN03
H2S04
HC1

N3P04

MAKSIMALA DOZA
200 kg menesl 
300 kg menesl
50 kg menesl
40 kg menesl 
200 kg menesl
300 kg menesl

PIELIETOJUMS
cauruju mazgaSana 
cauruju un siera formu mazgaSana
laboratorijas analizes
krasnis, kompresori, utt. 
gridu un vannu mazgaSana
sviesta kujamo maslnu mazgaSana

Vairums So kimikaliju nonak notekudenos un, lidz ar to, an attlriSanas sistema, bet 
nedz paSas vielas, nedz ari izlietotie daudzumi nenodara jaunumu ne attlriSanas 
ietaisem, ne upei, kura ieplust attiritais udens.

2.2 Udens izmantoSana

1992. gada uznemums izlietoja 128,5 tukstos'us m^ Odens (aptuveni 411 m^ diena, 
piepemot, ka uznemums strada 6 dienas nede|a). Pienotava ir udens skaitltajs, kas 
nosaka paterinu. PaSa karstakaja darba laika- junija- pienotava diena iziieto gandriz
568 m^ udens, bet klusakaja menesl- janvari- pienotava diena iziieto tikai 314 m^ 
udens. Saskana ar regionalas VAK at]auju, pienotava gada dikst izmantot lidz 150
tflkstoSiem m^ (481 m^ diena) ar maksimalo paterinu 16,9 tukstoSi m^ augusta (636
m^ diena). Ka pastastija pienotavas parstavji, Sos aprekinus izdanjusi regionala 
VAK, par pamatu nemot videjos datus par uznemumu, kas parstrada 60 1 piena diena. 
Katrus tris gadus VAK parskata udens izmantoSanas normativus, pamatojoties uz 
pedejo tris gadu rezultatiem.

1993. gada, salidzinot ar iepriekSejo gadu, udens paterinS samazinajies par 20-25 %, 
tas noticis razoSanas saSaurinaSanas dej.

RazoSanas notekudenu piesarnojumu galvenokart veido mazgaSanas un tlris'anas 
Hdzekji. Visvairak notekudenu rodas piena mas'Inu mazgaSana, piena separacijas 
nosedumu nonemSana, parstrades iekartu un uzglabaSanas iekartu tiriSana, no 
pasterizacijas udeniem (t.i. palai§ana, izslegSana un mazgaSana), siikalu notecinaSana 
un mazgaSana, no faseSanas zudumiem, gndu mazgaSanas un laboratorijas 
atkritumiem. Notekudenus nemera, bet tiek piepemts, ka notekudenos aiziet vismaz 
90% no patereta udens apjoma (galvenais udens zudumu iemesls ir iztvaikoSana).

Viena kubikmetra udens izmantogana/notekudenu novadiSana pienotavai maksa vienu 
rubli. §ie maksajumi tiek kartoti vienu reizi cetruksnl (1993. gada 1. ceturksnl maksa 
bija 19000rubju).



2.3 Notekudenu attlriSana

Priekules pienotava pec udens biologiskas attlris'anas to novada tieSi upe. Attlris'anas 
iekartas ir astonus gadus vecas un to pamata ir divi oksidacijas kanalu tipa baseini
(katrs 1100 m^) ar diviem virsmas aeratoriem un vienu maisltaju katra, aiz baseiniem
izbuvets stabilizacijas dikis (2500 m^), Katru otro dienu oksidacijas kanali tick 
mainiti. Saja sistema nav nepiecieSami pumpji, jo udens kustibas nodroslnaSanai 
pietiek ar virsmas aeratoriem. Udens cirkulacija Skita esam pietiekami laba, kaut gan 
nedaudzas vietas tomer udens staveja. So projektu septindesmitajos gados izstradaja
kada lietuvieSu firma. Pie notekudepu padeves 400 m^ diena, udens sitema var 
uztureties devinas dienas (oksidacijas kanals plus stabilizacijas dikis). Vienu vai 
divas reizes gada no iekartam tiek iztiritas dunas.

Pienotavai ir jauna oksidacijas kanala tipa attlriSanas sistema (2000 m^ baseins), kura
ir divi sukni (ar jaudu 40 m^ stunda) gaisa pumpes'anai un udens cirkulacijas 
nodroSina§anai. Diemzel pienotava §o sistemu nevar izmantot, jo sukni neatbilst §Is 
sitemas praslbaia un udens kanala stav, lldz ar to attlriSana nav pietiekama, Problemu 
varetu atrisinat a>- virsmas aeratoru palldzibu, bet uznemuma nav skaidribas par §o 
iekartu projektiem, tadej pienotavas parstavji, iespejams, dosies uz Bausku apskatit 
turienes kombinata attiriganas sitemas darbibu. Virsmas areatori (butu vajadzigi se§i 
vai astopi) pec Rietumu standartiem maksa ap 5-10 000 $, bet Latvija to cena varetu 
but ap 100 000 rub]u (bet ne tik laba kvalitate). Pienotava mums paskaidroja, ka 
Latvija ir tikai viena firma, kas piegada notekudenu attlriSanas ierices, tade} pastav 
problemas ar §ada veida palldzibu. Palldzibu sis sitemas projekteSana sniedza 
Liepajas kombinats.

Pienotavai ir Hgums ar vietejo slimnlcu (140 vietam) par 30 000 m^ notekudenu 
attlrlSanu gada. Pienotava labprat attlra So udeni, jo tas atSkaida piesatinato
pienotavas notekudeni. Pienotava prasa 16,16 rub}us par viena irP slimnlcas 
notekudenu attlriSanu (tas ir aptuveni 485 000 rubjus gada). Jaatzlme, ka §ogad, 
ekonomisko grutibu de}, pienotava no slimnlcas naudu pagaidam nav sanemusi.

Pienotavai ka ziema, ta vasara ir problemas ar attlri§anas ietaisem. karstas vasaras 
dienas ta nespej udenim pievadit tik daudz skabek|a, cik nepiecieSams biologiskajai 
attlriSanai. Ziema, kad temperatura noslid zem minus desmit gradiem, virsmas 
aeratori aizsalst. Ledus karta, kas veidojas uz virsmas aeratoriem, trauce dzineja 
darbibu, tadej nav iespejama pietiekama udens aeracija.

Attlns'ajia ienakoSa udens (ieskaitot slimnlcu) suspendeto vielu daudzums ir 250-350 
mg/1, bet BSP sasniedz 250-500 mg/1. Stabilizacijas baseina notekudenos Suspendeto 
vielu daudzums ir 10-15 mg/1, bet BSP ir 8-15 mg/1. Sie skaitji rada, ka iekartu 
iespejas suspendeto vielu attlriSana sasniedz 93-97 %, bet BSP attlriSana- 93-98 %. 
§ie pienotavas galvena inzeniera dotie skaitji raksturo attlriganas iekartu iepejas 
normalos razoSanas apstakjos sausa laika. Aclmredzot, "problemas " rodas lietaina 
laika. Nemot vera, ka pienotava ir daudz cieto segumu teritoriju, no kuram udeni tiek



novadlti uz attmSanas iericem, redzaras, ka pienotava lietaina laika nespej nodroSinat 
pietiekamu Qdens attiris'anu un iztureSanu sistema.

Janvari attiriSanas iekartas patereja 12 780 kilovatus elektroener^ijas, bet maija- 12 
882 kilovatus.

Ka paskaidroja galvenais inzenieris, salidzinot ar citam Latvijas pienotavam, 
Priekules atfiriSans ierices ir visnotaj labas.

2.4 Lietus udeni

Visi lietus udeni no pienotavas teritorijas (5,9 ha) nonak vietejas atfiriSanas ietaises. 
Tas sagada problemas lietus laika, jo attlris'anas kanalam piepildoties ar udeni, tas 
jaizlaiz stabilizacijas baseina pirms pilmgas biologiskas attiriSanas. Par laimi, ara 
nenotiek gandriz nekadas razoSanas operacijas, tade} lietus Qdens ir tlrs. Visvairak 
piena atlieku lietus udeni nonak no piena pienemSanas vietas. Ara novietotas divas 
vajpiena tvertnes, bet art to galvena da|a atrodas zem jumta, tade} pastav }oti maza 
iespeja, ka piena atliekas varetu nonakt kotakta ar lietus udeni. Bet, ta ka visi 
pienotavas notekudeni, ka razoSanas ta an lietus, nonak attlriSana, uztraukumam par 
razoganas iekartu atraSanos zem klajas debess nav IpaSa pamata.

2.5 Autotransporta mazgaSana un apkope

Pec piena nodoSanas piena marinas tick mazgatas ka no iekSpuses, ta an no arpuses. 
MazgaSanai izmanto udeni un tvaiku, udens tiek novadlts uz attiriSanu.

Pienotavai ir aptuveni piecpadsmit maSinas. Sikie remontdarbi tiek izdariti uz vietas. 
Izmantotas ejjas tiek sadedzinatas apkures krasnis. Padomju laika pienotavai bija 
jaatdod atpakaj vismaz puse no izmantotas e)}as, lai tas vieta dabutu jaunu. Bet tagad 
e}}as re^eneracijas iespejas ir tadas, ka pienotavai nav citas izejas, ka pa§ai rupeties 
par ejjas likvidaciju.

2.6 Cietie atkritumi

AttinSanas iekartu dunas tiek izmantotas lauku mesloSanai vai an nogadatas 
izgaztuve. Palielinot cieto dajinu saturu (izmantojot zaveganas iekartas), dunas varetu 
kjut par vertigu meslojumu vietejas saimnieclbas. PaSreizeja situacija, lai lauku 
nomeslotu ar vajadzlgo baribas vielu daudzumu, tas ir jaappludina.

Siera salamais Skldums (22-23 % sals) divas reizes gada tiek nogadats pilsetas 
atkritumu izgaztuve (27,5 tkatru reizi).

Siera atkritumi, kas nenonak saskare ar gridu vai mazgaSanas un tiri§anas lldzekjiem, 
tiek sutlti uz kauseta siera ra?,oSanas uzpemumu. Dazadas piena cietas da]as no piena 
pienems'anas un uz gridas nonaku^ie atlikumi tiek savakti un tos kada kompanija 
izmanto lopu baroSanai.



2.7 Pazemes udeni

Pienotavai nav bijuSas problemas ar pazemes uderju kvalitati vai kvantitati. Udeni 
nem no aptuveni 160 m dzija urbuma. Galvenais inzenieris uzskata, ka urbuma vel ir
pietiekami daudz udens, diemzel sukna jauda ir tikai 400 m^ diena. Tade} pienotava 
izsukne udens daudzumu, kas ir tuvs maksimalajai iespejai.

2.8 Likumu un noteikumu ieveroSana

Pienotava no Liepajas regionalas VAK sanemusi udens izmantoSanas un notekudenu 
novadiSanas atjauju. Katru gadu pienotavai tick izsniegta jauna atjauja, kaut gan 
limiti parasti saglabajas iepriekSejie (tie nav mainlti pedejos seSus gadus).

Limit! (izteikti ka mirkja maksimumi) ir sekojoSi: suspendetas vielas 12 rag/1, BSP- 
15 mg/1, KSP- 100 mg/1, amonjaks- 8 mg/1, nitriti- 0,15 mg/1, nitrati- 10 mg/1, nafta- 
0,5 mg/1, SVAV- 0,5 mg/1, fosfati- 4 mg/1, tauki- 5 mg/1. Vislielakas grutlbas 
pienotavai rodas ar suspendeto vielu un BSP limitu ieveroSanu.

Pienotavas novaditajos notekudenos ir videji 10-15 mg/1 suspendeto vielu un 8-15 
mg/1 BSP. Pienotava parkapj ari citu piesarnojoSo vielu limitus, bet tas gadas retak. 
Ka noskaidrojas saruna ar galveno inzenieri, augstak minetie skaitji par suspendeto 
vielu un BSP koncentraciju ir raksturigi normalam un sausam laikam, bet tie ir 
augstaki lietaina laika un intenslvas razoSanas apstak|os.

Augstak minetie limiti pienotavai noteikti neatkarigi no ta, cik notekudenu nak no 
paSas pienotavas un cik novada parejie objekti (t.i., slimnica un dzivojamie nami), 
tadejadi pienotavai ir izdevlgi parstradat citu objektu notekudenus, kas atSkaida stipri 
koncentretos plena parstrades udenus un padara vieglaku limitu ieveroSanu.

Liepajas regionala VAK reizi ceturksm attiri§anas ietaises nonem paraugus. Liepajas 
VAK uzskata, ka pienotava pilda noteikumus un tai nav iebildumu pret Priekules 
pienotavu. Pienotava analidzes izdara ik pa divam nede|am, bet pec tsm ik menesi 
Liepajas VAK iesniedz zinojumu.

1992. gada maija pienotavai nacas samaksat sodu par udenu novadlSanas parkapumu, 
tas bija 150 rubju. Sodu maksaja pienotavas inzenieris un pienotavas direktors, nevis 
pati pienotava. Pienotava regulari parkapj limitus, bet ta ka tai ir joti labas attiecibas 
ar regionalo VAK, tai nav jamaksa sodi.

Pienotavas parstavji atzimeja, ka pienotava samazina parkapumu smagumu, vienkarsi 
nezinojot par tiem parbauzu rezultatiem, kas Joti atSkiras no piejaujamajam normam.

Pienotava maksa ari nelielu gaisa piesarnojuma nodokli par boilera, kraSnu un 
amonjaka saldetavu darbinas'anu. §is jautajums pienotava gan netika apspriests, jo 
pienotavas nemedz radit IpaSu gaisa piesarnojumu, bet nodok|i tick aprelfinati 
atkariba no izmantota kurinama daudzma, nevis atkariba no faktiska piesarnojuma.



Gaisa piesarpojuma uzraudziba netiek veikta, par spiti tarn, ka atjaujas limiti uzradlti 
ka piesarnojuma emisija gramos sekunde.

2.9 Kopsavilkums

Priekules pienotava veic apzinatus pasakumus vides aizsardzibas noteikumu labakai 
ieveroSanai. Lai ari butu jadoma par gaisa, udens, un cieto atkritumu problemu, 
tomer notekudeni ir pienoiavas galvenais satraukuma objekts. Razotnei ir bijuSas 
grutibas ar iekJauSanos notekudenu novadiSanas limitos, tomer parkapumi neSkiet 
parlieku lieli, un var tikt pierakstlti esoSo attlriSanas iekartu nepietiekamajai jaudai. 
Jauno attiriSanas iekartu celtnieclba palldzetu pienotavai ieverot novadiganas limitus, 
vispirmam kartam, paildzinot notekudenu atra§anos sistema. Butu ieteicams 
notekudenus pirms izlaiSanas stabilizacijas baseina oksidacijas kanalos (ka vecaja, ta 
ail jaunaja, kad tas tika pabeigts) noturet, cik ilgi vien iespejams (divas dienas vai 
ilgak, ja tas ir iespejams). Saja papildlaika varetu notikt udens talaka aeracija un 
piena parstrades atkritumu talaka biodegradacija.

Priekules pienotava patere vairak udens neka butu nepiecieSams piena parstradei. 
Sobrid razotne uz katru parstradata piena litru izmanto 5-6 1 udens (2-3 1 uz 11 piena 
butu pienemami un 1 1 udens uz litru piena butu Joti labi). Udens paterina 
samazinas'ana dotu iespeju notekudenus ilgaku laiku paturet oksidacijas kanala un 
tadejadi ieverojami uzlabot attlriSanas kvalitati.

Bez tarn, pienotavai butu jamekle ce}i, ka samazinat notekudenos nonakoSa piena un 
piena blakusproduktu daudzumu. Vislabakais veids, ka to izdarit, butu razotnes vides 
aizsardzibas revizijas veikSana. Revlzijas gaita IpaSa uzmaniba butu javelta udens 
izmantos'anai un piena zudumiem. Viskritiskaka situacija izveidojusies sekojo^as 
jomas:

* apsaimniekoSana (piemeram, izlijuSa un nopilejuSa piena vai ta produktu 
satiriSana un su£u likvide§ana);

* udens kontrole (piemeram, udens tecinaSana tikai taja laika, kad to izmanto, 
izsmidzinataju lietoSana §]utenu uzgajos, ja nepiecieSams lielaks spiediens, bet 
pietiek ar mazaku udens daudzumu, tvertnu uzraudziSana uzpildiganas laika,

lai izvairitos no parpluSanas);

* noteces gravKu izveidoSana ap tvertnem, kuru saturu nevajadzetu izvadit 
kanalizacija;

* fasejamo iekartu uzraudziba un sistemas apstadinaSana, kjumem parak biezi 
atkartojoties;

* sukalu problema (izvairiganas no sukalu un pirma skalojama udens tie§as 
nopludinaSanas kanalizacija, kanalizacija vajadzetu laist tikai otro un trego 
skalojamo udeni);



* nopilejumu satiriSana (nopilejumu savakSana ar slotu un izmantoSana 
lopbariba, nevis noskaloSana ar gjuteni);

* darbinieku izpratne Sajajautajuma (izvairiganas no tls"u zudumu radlganas ar 
merki ietauplt laiku un darbu).

Tikpat labi ari nelieli kapitalieguldljumi un nelielas izmainas darba varetu jutami 
samazinat udens paterinu un piesarnojumu. Te butu jamin:

* plena. masTnu un piena kannu pilnlgaka iztukSoSana, lai samazinatu 
izskalojama piena daudzumu;

* noteku parklaSana ar draSu sietu, lai savaktu piena un piena blakusproduktu 
cietas frakcijas, kas varetu nonakt uz grldas;

* stavokju 'atverts' un 'aizverts' atzimeSana uz kraniem, lai noverstu darbinieku 
neveribu;

* pec mazgaSanas skalojama udens izmntosana citu iekartu mazgaSana vai 
dezinficeSana;

* nopilejumu savacejvairogu izmantoSana, lai izsargatos no liekiem produktu 
zudumiem.

Ja an visi augstak minetie pasakumi nav piemeroti, vai kads no tiem jau ir veikts, tad 
tomer uznemuma darbinieku parliecinas'ana par §ada veida darba nepiecieSamlbu 
uzlabotu notekudenu kvalitati un samazinatu to daudzumu. Turklat ir svarigi, lai 
uznemuma vaditaji atbalstitu vides aizsardzibas revlzijas veikSanu.

Ka jau tika parrunats uznemuma apmeklejuma laika, sukalu un vajpiena 
nopludinaSana ari turpmak sagadas rupes Priekules uznemumam. Ja no sukalam ir 
jaatbrivojas, tad izlaistltas sukalas un pirmais mazgajamais udens jasavac izmeSanai 
vai japardod lauksaimniekiem. Otro un treSo mazgajamo udeni var izlaist attiriSanas 
sistema.



Environmental Report by John Faulk, Tukums Dairy;

2.0 Tukuma piena kombinats

Uznemuma Tukuma piens (Tukuma piena kombinata) ietilpst tris razotnes, no tarn 
viena atrodas Tukuma, otra- Jaunpill, bet tresa- Kandava. Saja zinojuma galvena 
uzmanlba tiks veltita Tukuma razotnei, tomer tiks dots an parskats par vides 
aizsardzibas situaciju Jaunpill un Kandava.

2.1 levads

Tukuma piena kombinats ik dienu piepem ap 75 t piena un 10 t krejuma. Uznemums 
strada ar aptuveni 50 % jaudu. Kombinata razo skidros piena produktus, sviestu, 
kefiru, biezpienu un krejumu. Visvairak piena ik dienu tiek paterets 3-5 tonnu 
biezpiena un 5 tonnu sviesta razoSanai. Lai atbrivotos no lieka vajpiens, kombinats 
izme&ina kazelna razoSanu.

Kombinats notekudenus novada ka pilsetas attlriSanas sistema, ta ari tuveja upe. 
Piena parstrades notekudeni tiek novaditi uz pilsetas attlrKanas ietaisem, bet 
dzeseSanas udens, kas nenonak saskare ar pienu, tiek novadlts ties! tuveja upe.

Sukalas tiek nodotas atpakaj lauksaimniekiem un izmantotas cuku baroganai. Biezi 
kombinats nespej izpardot visas sukalas, un tade) tas ir jaizlej kanalzacija.

2.2 Udens izmantoSana

Pienotava diena izmanto aptuveni 450 m^ udens. Apmeram puse no ta nonak pilsetas 
attirl§anas ietaises. Kombinata udens paterinS ir liels. leverojami udens paterina 
punkti ir piena un krejuma pudeju mazgaSana, biezpiena mazgaSana, ka ari iekartu un 
gridu mazga^ana.

2.3 Notekuder;.u attiriSana

Tukuma piena kobminatam nav savu notekudenu attiri§anas ietaigu. Lai neizraisltu 
kanalizacijas sistemas aizsprostojumus, kombinata rupnieciskie notekudeni pirms 
novadi§anas kolektora, tiek laisti caur smilSu filtru, kas uztver lielakas piena 
atkritumu dajinas. Kombinats apgalvo, ka tarn nav naudas attms'anas ieri5u celSanai, 
bet re^ionalas VAK inspektors uzskata, ka uznemumam uzliktas soda naudas ir 
pietiekami lielas, lai rosinatu kombinatu uzsakt attiriSanas buvju celtniecibu.

Kombinats atrodas vieta, kur ir par maz platibas attiriganas ierI5u celtniecibai. Tomer 
neliela attaluma no kombinata ir zeme, uz kuras butu iespejams celt attlriganas 
ietaises. Skiet, ka kombinats risina sarunas ar pilsetu, par Sis teritorijas izmantoSanas 
iespeju. Kombinats piano attiris'anas ietaigu celtniecibu, bet re^ionala VAK uzskata, 
ka darbs uz priekSu virzas parak leni.



Saskana ar kombinata planu, attiris'anas ietaises aptvertu anaerobisko un aerobisko
attlriganu divas 350 m^ tvertnes. Aiz tarn butu ierikots 100 m^ biofiltrs un 
stabilizacija biologiskaja dikl. Stradajot pec Sis shemas, kombinats cer panakt BSP 
nonemSanu par 96-97%. Kombinats apzinas, ka anaerobiskas tvertnes darba
temperturas uztureSana 30° C limeni prasis lielu energijas paterinu. Kombinats 
apgalvo, ka iekartu izbuveSana prasis aptuveni 5-6 miljonus rubju.

Pilseta darbojas sekundaras attiris'anas ietaises, kuru planota jauda ir 3 400 m^ diena. 
lekartas notiek biologiska attlriSana ar aktivo dunu palldzibu, diena caur tarn iziet ap
6000 m^ udens. Lai palielinatu attiris'anas jaudu, 1989. gada pilseta uzsaka iekartu 
paplaSinaSanu, tomer trukst Hdzekju buves pabeigsanai. Pilseta uzskata, ka darba 
pabeigSanai butu nepiecieSami aptuveni 25 miljoni rubju, bet tas riciba ir tikai 5 
miljoni. Tadej paSreizejas iekartas darbojas ar gandriz dubultu jaudu un nespej 
iekjauties noteiktajos limitos. Piena kombinats ir viens no diviem lielakajiem 
notekudepu un BSP avotiem pilsetas attiriganas ietaisem.

2.4 Pazemes fldens kvalitate

Kombinats apgalvo, ka tarn nav problemu ar pazemes udens kvaltati vai kvantitati.

2.5 Atbilstiba noteikumiem

KopS 1989. gada kombinatam ir noteikti limiti notekudenu novadiSanai pilsetas 
attlris'ana. Par limitu parkapumiem (galvenokart BSP) 1993. gada 1. ceturksni pilseta 
kombinatam uzlika 597 000 rubju sodu. 3os limitus kombinatam noteikusi pilseta un 
Ventspils regionala VAK, un tie ierakstiti izsniegtaja atjauja. Limiti aprekinati, 
pamatojoties uz pilsetai uzlikto attiriganas noslodzi//. Limiti tika atjaunoti nepilnu 
menesi atpakaj. Pilseta kombinatu nesoda par katru noteikumu parkapumu, jo 
grutajos ekonomiskajos apstakjos kombinats nespetu samaksat sodus. Tadej sodi 
netiek uzlikti regulari, t. i., ar merki sodit kombinatu, bet vairak gan, lai rosinatu 
samazinat piesarnojuma kncentraciju notekudenos.

Piesarnojos'o vielu koncentracija kombinata notekudenos, un, Hdz ar to, ari noteiktie 
novadKanas limiti, ir gadi: Suspendeto vielu videjie raditaji- 500- 1 500 mg/1 (limits 
450 mg/1), BSP videjie raditaji ir 800- 2 200 mg/1 (limits 450 mg/1), KSP radltajs ir 1 
100- 3 600 mg/1 (limits 700 mg/1), tauku radltajs ir 50- 200 mg/1 (limits ir 50 mg/1). 
Uznemumam izsniegtaja atjauja noteikts ari SVAV, amonjaka, nitratu, nitritu, fosfatu, 
un kopejais slapekja limits.

Tukuma attiriganas ietaiSu darbu parrauga regionalas VAK Tukuma nodaja. Paraugu 
nemSanu un anallzi kopa veic pilseta, VAK Jurmalas laboratorija un piena kombinats. 
Paraugi tiek nemti katru menesi, tie tiek ievakti gan viena panemiena, gan savacot 
virakus anlizes materialus dazados diennakts laikos.

Kombinata udens izmantoSanas atjauja noradits ari piejaujamais diennakts udens 
nemSanas apjoms (550 m3), piejaujama dzesejama udens novadiSana tieSi upe (230 
m3) un atjauta razoSanas notekudenu novadigana uz attiris'anas ietaisem. Kombinata 
ir uzstaditi udens meritaji §o apjomu meriSanai.



2.6 Kopsavilkums

AttiriSanas ieriCu trukums Tukuma piena kombinata rada grutibas pilsetas attiriSanas 
sistemai iekjauties tai noteiktajos limitos. Ta ka kombinats pilsetas attlriSanai ir viens 
no diviem lielakajiem notekudenu avotiem ka apjoma, ta an piesarnojums zina, Skiet, 
ka pilseta kombinatam sodus uzliek tikai tik liela mera, lai segtu tai uzlikto soda 
naudu apjomu. ///Based on the effluent data provided for Tukums ......(Tuk, p.3).//
Lldz attiriSanas ietaiSu izbuveSanai piena kombinats varetu saglabaties ka lielakais 
organiska piesarnojuma avots pilsetas attiriSanas ietaisem.

3.0 Jaunpils pienotava

Jaunpils pienotava ik dienu pienem 30-40 t piena, Sobrid ta strada ar apmeram 50% 
jaudu. Diena pienotava sarazo aptuveni 11 biezpiena, 1,5-2 t skaba krejuma un 0,35 t 
kimenu siera. Pienotava ir an sviesta razo^anas iekarta, kas gan tagad reti tiek lietota. 
Pienotava ik dienu uz Tukumu nosuta apmeram 3-4 t krejuma. Jaunpils pienotava 
rekonstrue siera razotni, kam ir jabut pabeigtai 1995. gada. Tad siera razoSana tiks 
palielinata lidz 21 diena.

Piena separacija iegutais vajpiens, ka ari daja no siera razoSana iegutajam sukalam 
tiek nodota atpaka} zemniekiem. Parejas sukalas tiek novadltas kanalizacija. 
RazoSanas vaditajs nemaceja pateikt, kada da|a no sukalam tiek izlaista kanalizacija 
un kada nonak pie zemniekiem, jo Si proporcija mainas ik dienu.

RazoSanas procesa ik dienu tiek izmantoti aptuveni 50-75 m^ udens. Viss Sis apjoms 
tiek novadits uz municipalajam attiriSanas ietaisem. Bez tarn, vel 100 m3 udens ik 
dienu tiek izmantoti dzeseSanai, So udeni novada tieSi upe. Pienotavai ir atjauts ik
dienu attiriSana novadit 80 m^ notekudenu un upe izlaist 102 m^ ar pienu saskare 
nenonakuSo dzeseSanas udenu. Lielako daju rupniecisko notekudenu veido vienreiz 
cauri iekartam izlaistais sukalu mazga^anas un skaloSans udens. lekartu 
dezinficeSanai tiek izmantots tvaiks un kaustiska soda.

Jaunpils pienotava nav citu attiriSanas iekartu, ka vien tris lielas (8-10 m3) pazemes 
tvertnes, kuras, pirms novadiSanas uz municipalo attiriSanas iekartu, tiek nostadinatas 
notekudenu cietas frakcijas.

Pienotavas notekudeni nonak municipalajas attlriSans ietaises, kuras sastav no 
izlidzinasanas, mehaniska skrininga, aeracijas, sedimentacijas un stabilizacijas.
lekartu jauda ir ap 700 m^ diena, un ta tiek ari izmantota. Apmeklejuma laika 
aeracijas sistema nespeja nodroSinat pietiekamu skabeja padevi, ka dej viena no 
diviem aeracijas baseiniem dunas k]uva melnas. Lai ari ietaises tiek uzraudzltas 24 
stundas diennaM, apmeklejuma laika operatora nebija uz vietas.

Lielaka daja pienotavas lietus udenu nonak attiriSana. Da]a pienotavas teritorijas 
atrodas nogaze, ta ka lietus udeni var brivi aizplust no pienotavas. NeSkiet, ka So 
udenu tiriba varetu radlt bazas, jo tie nenonak saskare ar piesarnojuinu.



Pienotava izmanto ka virszemes ta ari pazemes udenus. VAK noteikusi limitus abu 
veidu udens izmantoSanai. Pienotavai diena at}auts izmantot 110 m^ pazemes udens 
(dzerama udens kavlitate) un 82 m^ virszemes udens.

Radas iespaids, ka municipalas attlriSanas ietaises pienotavai nav noteikuSas nekadus 
notekudepu piesarnojuma limitus, un pat ja tadi butu, to ieveroSana netiktu praslta.

4.0 Kandavas pienotava

Kandavas pienotava ik dienu pienem ap 30-401 piena. Taja razo pilnpiena produktus, 
krejumu, biezpienu un sieru. Pienotava darbojas ar 50% jaudu. DC dienas uz Tukuma 
kombinatu nosuta 3-41 krejuma. Diena pienotava iegust ap 8-101 vajpiena.

Pienotavai atjauts diena razoSanas vajadzlbam un dzeramajam udenim izmantot 238 
m^, bet dzeseSanai- 9 m-3 udens.

Kandavas pienotavai nav attlris'anas ietaigu. Visi notekudeni nonak ciema attiris'anas 
ietaises. Ciema uzbuvetas iekartas ar jaudu 650 m3 veic prirnaro attlriSanu ( 
mehanisko skriningu un sedimentaciju). Attlris'anas iekartas ir nolaistas un rada 
iespaidu, ka tas pilnigi netiek uzraudzitas un netiek veikta ari apkope. Apmeklejuma 
laika vareja redzet, lea udens, kas naca caur attiris'anas iekartam, bija piena krasa, 
noradot, ka no Kandavas pienotavas tick izlaists liels daudzums piena atkritumu.

Ciems ir uzcelis jaunas attiriSanas ietaise, kuru jauda ir 700 m^ diena, bet caur kuram
paSlaik diena tick izlaisti tikai 300 m^ udens. Tomer pienotava nevar savus 
notekudenus novadit uz jauno attms'anu, kas uzcelta ciemata otra puse, jo 
nepiecieSamo caurujvadu un suknu ierikoSana prasltu 40 miljonus rubju vai pat vairak 
(ciema nav Sadas naudas).

Pienotavai nav jamaksa nodoklis vai soda naudas par notekudepu novadi^anu, ta 
maksa vienlgi udens izmanto§aras nodokli. Visi lietus udeni no pienotavas teritorijas 
nonak tieSi upe, bet, ta ka zem klajas debess nenotiek praktiski nekada razo§ana, lietus 
udeni briesmas videi nerada. Notekudeni no piena pienemSanas tick novaditi uz 
atfiriSanu un tie§i upe nenonak.

5.0 Kopsavilkums par Tukuma pienu

Skiet, ka vienlgi Kandavas pienotava razoSana vajadzlbam izmanto daudz vairak 
udens neka butu nepiecie§ams. Tukuma kombinats uz 1 1 parstradata piena izmanto 
2-3 1 udens, Jaunpili izmanto 2 1 udens uz 1 1 piena, bet Kandava- 6-7 1 udens uz 1 1 
piena (par apmierinoSu butu uzskatami 2-31 udens uz vienu litru piena, bet litrs udens 
uz litru piena butu uzskatamas par |oti labu rezultatu). Udens izlietojums ir atkarigs 
no ta, kada veida piena produkti uznemuma tiek razoti, tadej minetie skaitji butu 
jauzskata tikai un vienlgi par orientieriem. Tomer, gandriz visur, kur piena parstrade 
tiek izlietots vairak neka 3 1 udens uz litru piena, izmainot dazus darba par^emienus 
vai veicot pavisam nelielus ieguldijumus, iespejams samazinat udens paterinu. Pat
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Tukuma un Jaunpils uznemumi, kuros udens patering nav pannerigi liels, varetu ar 
vienkarSiem panemieniem samazinat udens izlietojumu.

Bez tarn visas trijas razotnes butu japieverS uzmanlba attlriSanas ietaises vai pilsetas 
kanalizacija nonakoSa piena un ta blakus produktu daudzuma samazinas'anai. 
Vislabakais risinajums butu razoSanas eku vides aizsardzlbas revizija, kura IpaSa 
uzmanlba tiktu pieversta rupnieciskajai udens izmantoSanai un piena zudumiem. 
Visvaira butu jarupejas par sekojoSiem jautajumiem:

* apsaimniekoSana (piemeram, izlijuSa un nopilejuSa piena vai ta produktu 
satmSana un su£u likvide§ana);

* udens kontrole (piemeram, udens tecinaSana tikai taja laika, kad tas tick
izmantots, izsmidzinataju izmantoSana SJutenu uzgajos, ja nepiecieSams lielaks 
spiediens, bet pietiek ar mazaku udens daudzumu, tvertnu uzraudzi§ana 
uzpildi§anas laika, lai izvairitos no parpluSanas);

* noteces graviSu izveidoSana ap tvertnem, kuru saturu nevajadzetu izvadit 
kanalizacija;

* fasejamo ickartu uzraudziba un sistemas apstadina^ana, kjOmem parak biezi 
atkartojoties;

* sukalu problema (izvairiSanas no sukalu un pirma skalojama udens tieSas 
nopludinaSanas kanalizacija, kanalizacija vajadzetu laist tikai otro un treSo 
skalojamo udeni);

* nopilejumu satlriSana (nopilejumu savak§ana ar slotu un izmantoSana 
lopbariba, nevis noskaloSana ar Sjuteni);

* darbinieku izpratne Saja jautajuma (izvairiSanas no tlSu zudumu radiSanas ar 
merki ietaupit laiku un darbu).

Tikpat labi ari nelieli kapitalieguldljumi un nelielas izmainas darba varetu jutami 
samazinat udens paterinu un piesarnojumu. Te butu jamin:

* piena maslnu un piena kannu pilmgaka iztukSoSana, lai samazinatu 
izskalojama piena daudzumu;

* noteku parklaSana ar draSu sietu, lai savaktu piena un piena blakusproduktu 
cietas frakcijas, kas varetu nonakt uz gridas;

* stavokju 'atverts' un 'aizverts' atzlmes'ana uz kraniem, lai noverstu darbinieku 
neveribu;

* pec mazgaSanas skalojama udens izmantoSana citu iekartu mazgaSana vai 
dezinficeSana;



* nopilejumu savacejvairogu izmantoSana, lai izsargatos no liekiem produktu 
zudumiem.

Ja ari visi augstak minetie pasakumi nav piemeroti, vai kads no tiem jau ir veikts, tad 
tomer uznemumu darbinieku parliecinalana par Sada veida attieksmes nepiecieSamibu 
uzlabotu notekudepu kvalitati un samazinatu to daudzumu. Turklat, ir svarigi, lai 
uznemuma vadltaji atbalstitu vides aizsardzibas revizijas veikSanu.

Ka jau tika parranats uznemumu apmeklejuma laika, sukaiu un vajpiena 
nopludinaSana ari turpmak sagadas rapes Latvijas piena parstrades uznemumiem. Ja 
sukalas tick novaditas vieteja vai pilsetas attiris'anas sistema, tad izlaistltas sukalas un 
pirmais mazgajamais udens jasavac izmeSanai vai japardod lauksaimniekiem. Otro 
un treSo mazgajamo udeni var izlaist attiriSanas sistema. Ja nav citas izejas, ka 
sukalas novadit attiriSana, tad jaizveido tarn IpaSa uzkraSanas tvertne, no kurienes tas 
attirl§ana ievada pakapeniski.

Nosleguma gribetos atgadinat, ka, ja centrala VAK uzsaks realu vides aizsardzibas 
likumu ievieSanu un parkapeju sodi§anu, Tukuma piena kombinatam bus jaizveido 
savas attiri§anas ietaises. Skiet, ka Tukumii kombinats ar ta attlriSanas ietaiSu 
projektu, ir orientets pareizaja virziena. Plani un paredzamas izmaksas §kiet visnota} 
atbilstoSas apstakjiem. Pastav gan Saubas, vai no Sim ietaisem nakoSo udeni vares 
novadit tie§i upe, jo BSP un suspendeto vielu koncentracija joprojam bus krietni 
augstaka par valsts noteikto standartu, atteicigi 12 mg/1 un 15 mg/1. $1 attiriSana 
tomer jfltami iespaidos pilsetas attlrlganas ietaiSu darbu, jo kombinata veikta 
priekSattiriSana samazinas organiska piesarnojuma slodzi no vairak neka 1133 kg uz 
aptuveni 45 kg BSP.

Jaunpili problema slepjas ne tik daudz pienotava, ka municipalajas attiriSanas ietaises. 
Jaunpils pienotava ir mazs uznemums, kas atrodas noma]a Latvijs ciema. Sajos 
apstakjos pienotava veic apzinatus pasakumus, lai samazinatu piena pijrstrades 
atkritumu novadiSanu uz ciemu. Musu apmeklejuma laika nostadinaSanas tvertnes 
udens bija tikai viegli iekrasots, liecinot, ka kanalizacija aiziet tikai nedaudz piena un 
piena atkritumu. tyemot vera. ka pienotava razo sieru. un biezpienu, uznemuma 
darblbu var novertet atzinigi. Protams, butu noderigi atrast ilglaiclgu risinajumu 
sukaiu problemai.

Kandavas pienotava uz attlriSanu novada parlieki lielu udens un piena atlieku 
daudzumu. Atceroties attlrlSanas ieri£u stavokli, jadoma, ka udenskratuve, kur nonak 
notekudeni, iestajas skabekja izsikums. Vienlgais un steidzamais atrisinajums ir 
kolektorsistemas izbuve, lai pienotavu varetu pieslegt sekundaras attlriSanas ietaisem, 
nevis nolaistajai primaras attlns'anas sistemai. Jadoma, ka jaunajai attlriSanas buvei ir 
pietiekama jauda, lai uznemtu visus notekudenus, kas Sobrid tiek novaditi uz vecajam 
iekartam. Tomer ari tad, ja tiks pabeigta kolektora buve, Kandavas pienotavai ir Joti 
jadoma par udens izlietojuma un piena zudumu samazinaSanu.
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PIRMA NODALA 

KOPSAVILKUMS UN IETEIKUMI
Dzozefs Keigans ( 1 ) 

A. PETIJUMA MERJJI UN U7DEVUMI
COOPERS & LYBRAND un CHEMONICS Lauksaimnieclbas privatizacijas 

projekta merkis ir viena vai divu J.atvijas picna perstrades 
uznemumu paraugprivatizaeija. Privatizacija ietver uznemuma Ipasuma 
un vadlbas nodoSanu no valsts Ipasuma privatipaguma.

Sis analizes merkis ir izveieties pa vienam kandidatuzne"mumam 
centrSlo un regionalo/vietejo uznemunm grupa, lai ieteiktu tos 
apspriesanai Latvijas Lauksaimniecibas ministrijai un ASV 
Palidzibas agenturas (USAID) parstavjiem ka vispiemerotakos 
paraugprivatizacijai. Projekta parstavji pieaicinaja konsultantu, 
kura uzdevums bija pec piemerotibas pakapes ranga seciba sakartot 
devinus Projekta parstavju jau ieprieksizraudzltus uznemumus. No 
1992. gada 17. septerabra lidz 4. oktobrim eksperts uzturejas 
Latvija un apmekleja visus devinus uznemumus. Apmeklejumu laika 
vinam bija javeic uznemumu subjektlva analize un jaiesaka, kuri 
uznemumi butu privatizejami vispirmam kartam. Uznemumi tika 
sarindoti seciba, kas atspogulo to iespeju efektivi stradat 
privatipasuma apstaklos.

Privatizacijas procesa gaita COOPERS & LYBRAND un CHEMONICS 
birojs Latvija sniegs tehnisko palidzibu sekojosas jomas: (1) 
paraugprivatizacijai izraudzito uznemumu darbibas parskata 
veidosana, (2) esosas gramatvedlbas sistemas parveidosana 
atbilstosi rietumu paraugam, (3) ieviest un vadlt ipaiuma 
novertesanas metodes, kas balstitas uz tirgus principiem, (4) 
darbibas plana sagatavosana, (5) Ipasuma formas parveidosanai 
nepieciesamo dokumentu izstradasaria. Si projekta darbinieki 
apmacls Latvijas specialistus visas ieprieksminetajas jomas.

1 DANMON MILK PRODUCTS,INC. bijuSais prezidents un vadibas 
konsultantfirmas DINAST ASSOCIATES-paSreizejais prezidents?



B. ATKLAJUMT UN SECINAJUMI

Plena razogana ir loti butiska nozare Latvijas ekonomika. 
Firms atdalisanas no PSRS 1991.gada ta bija valsts galvena 
lauksaimnieclbas eksporta produkcija. Taja laika ap 40% no Latvija 
razotajiem piena produktiem tika eksporteti uz dazadam bijusas PSRS 
republikam.

1992.gada septembri piena produktu razoSana vel aizvien ienem 
butisku vietu Latvijas ekonoraika. Latvija, kur iedzivotaju skaits 
sasniedz 2.8 miljonus, ir apmeram 500.000 piena govis. §ie skaitli 
rada, ka uz katriem 5.6 iedzlvotajiem ir viena govs.

Govju skaits un piena produkcijas razoSana salidzinajunia ar 
1980 gadu beigam, kad ta bija visaugstaka, ir samazinajusies. Kop§ 
1991-gada govju skaita samazinaSanas ir kluvusi vel straujaka, 
galvenokart tris iemeslu del. Pirmkart, kolektivo un valsts 
sairnnieclbu sadalisanas mazakas privatas saimniecibas ir 
izraisijusi nepieciesamibu pardot piena lopus nokausanai. Otrkart, 
daudzu piena lopu nodosanu lopkautuvem ir izraisljis arl 
nearstejams viruss (biezak sastopams bijusajas kolektlvajas 
saimniecibas). TreSkart, 1992.gada vasaras sausums ir samazinajis 
lopkopibas graudu razu un radljb nepieciesamibu samazinat piena lopu 
skaitu Saja ziema. Bet kaut arl govju skaits tiek samazinats, 
pasrei.z tas nodrosina lielaku piena un piena produktu daudzumu neka 
vietejie iedzivotaji spej pateret.

Gandriz visi piena parstrades uznemumi ir valsts Ipasuma. 
Valdiba ir noteikusi apmeram 150 vietejos, regionalos un centralos 
uznemumus, kuri eventual! varetu tikt privatizeti. Atbilstosi 
pastavoSajai likumdo^anai, zemnieki, kuri ir apvienojuSies razotaju 
asociacijas, privatizacijas procesa gaita sanems lielako piena 
parstrades uznemumu ipasuma da}u. Vietejie un mazakie regionalie 
uznemumi var pilniba piederet siem razotaju kooperativiern. 
Lielakos regionalos un centralos uznemumus labak butu parveidot 
akciju sabiedrlbas, kas apvieriotu razotaju asociacijas, darbiniekus 
un citus vietejos iegulditajus, kas sanemtu lielako ipasuma akciju 
dalu. Razotaju asociacijas un darbinieki var nopirkt akcijas par 
cenu, kas ir zemaka neka izsoles cena.



Ceturta paragrafa treSaja rinda bOtu Javeic sekojogas izmainas:

"Jaunas privatas sabiedribas izpildinstitucijas veleSanas statutu noteiktaja 
kartiba."

Ceturto p,aragrafu papildiniet ar jaunu ceturto rindu, un tadejadi parveidojiet 
pajreizejo (4) rindu par (5):

"Paraksta visus dokumentus, kas liecina par valsts IpaSuma pardosanu jauniem 
IpaSniekiem."

Komentarus sagatavoja:

Konrads FriCs,
Agrobiznesa privatizacijas grupa
1993.gada 14. aprlli



Lielo (centralo) privatizacijai paredzeto uznemumu saraksts ir 
sekojo§s:

1. Valmiera
2. Rezekne
3. Aizpute
4. Preili
5. cesvaine

Valmiera tika izraudzlta tade}, ka tehnologiski ta ir loti 
labi iekartota, tai ir spejiga vadlba un ta ra£o daudzus produktus, 
kurieir ir labs vietejais tirgus un potencials arvalstu 
pieprasljvuns.

Papildus apstakliSj kadel tie§i Valmiera tika izraudzita 
paraugprivatizacijai, Ir tas geografiskais izvietojums. Tas ir loti 
svarigi, jo parauguzr^emums (-i) tiks izmantotsH) ari Latvijas 
specialistu apmacibai.

Pupnicu seciba ir salikta balstoties uz ekonomiskiem 
raditajiem, un katras grupas divi pirmie uzpimumi varetu but 
vispiemerotakie paraugprivatizacijas procesam.

Pec konsultanta domam, neatkarigi no ta, kuras rupnicas tiks 

izraudzltas paraugprivatizacijai, ir loti svarigi parraudzlt 

paraugprivatizacijas plana istenosanu vienlaicigi apmacot ari 

Latvijas specialistus. Privatizacija sevl ietver jaunu vadibas 

veidu un ipasuma p^rvaldiSanas ievie^ariu. Lielaka ipaSuma dala, 

kas bus paklauta planotajai privatizacijai, piederes Latvijas lauku 

iedzivotajieni. Bet vairumam cilveku ir tikai minimala pieredze 
darbojoties tirgus ekonomika. Tadel, tehniska palidziba 
privatizacijas procesa istenoSana varetu but nepieciesama ari kadu 

laiku pec ipasuma paries'anas jauno ipagnieku parvalde.



OTRA NODA^A 

METODDLOSlJA

COOPERS & LYBRAND un CHEMONICS Latvijas birojs konsultanta 
talakai anallzei izvelejas devious plena parstrades uzneirmmus. 
Regionalajam/vietejam rupnlcam galvenais izveles kriterijs bija 
izdzivosanas potencials un speja attlstlties paSreizejos Latvijas 
ekonomikas apstaklos ka privata sektora uznemums. Centralajam 
rupnlcam ka otrais izveles kriterijs bija potenciala arzemju 
ieguldijuma izrr.antosanas iespeju izvertejurns.

Pielikuma D ieklauta anketa tika izmantota uznemuir.u vadibas 
viedokla izpetei. Izmantojot so anketu konsultants izdarlja 
secinajumus, papildinot tos ar papildus diskusijam par citiem 
svarigiem tomatiem, ko veica tiekoties ar rupnlcu direktoriem, 
citiem dartainiekiera, valdibas parstavjiem un zemniekiem. 
Kcnsultanta rekomendacijas ir balstitas uz vina vairak ka 40 gadu 
pieredzi stradajot par Savienoto Valstu lielakas piena parstrades 
kompanijas direktoru un prezidentu.

Katra piemineta rupnica tika verteta pec sekojosiem 
principiem: (1) garanteti piena piegadataji no zemnieku vidus, (2) 
piena raSotaju kooperativu esamiba, kas butu ieintereseti un 
spejigi parnemt ipasumu un konstruktivi sadarboties ar rupnlcu 
direktoriem, (3) rupnicas vadibas un darbinieku efektivitate, (4) 
rupnicas iekartu kvantitate un efektivitate, (5) razoto produktu 
veidi, kvalitate un kvantitate, (6) rupnicas kopeja efektivitate, 
un (7) pas"reizejais un nakotne iespejamais vietejais un arzemju 
tirgus razotajiem produktiem.



TRESA NODA^A

ATSEVISJOJ RUPNICU NOVERTEJUMS 

(A) CENTRALIE PARSTRADES UZfJEMUMI 

(1) AIZPUTE

Sis ir liels plena parstrades uzpemums, kas galvenokart 
nodarbojas ar plena pulvera un sviesta razosanu. Plena pulveri 
razo gan no pilnpiena, gan vajpiena.

Rupnicas direktoram Laimonim Zaripam ir inz'eniera izglltiba. 
Vips vada rupnicu kop§ tas dibinasanas 1974. gada. Vips* ir lot! 
energisks un zinoss cilveks.

Rupnlcas iekartas ir laba stavokli. Abas zavetavas razotas
*s <+
Cehoslovakija, un nepartraukta procesa sviesta masina izgatavota 
bijusaja VDR.

Aizputes rupnlcas razosanas radltaji atrodami (A) un (B1) 
pielikuma. Ilustrets buklets par rupnicu atrodams (E1) pielikuma.

Rupnica razo saldejuma pulveri, ko izmanto PINGVINA saldejuma 
tirgotavas Riga. Rupnlcai ir iekartas, kuras drizuma tiks 
uzstaditas, lai varetu sakt kazelna razosanu.

Zaripa kungs pastastija, ka sanemama plena dAudzums atkarigs 
no cenas, par kadu pienu ieperk no razotajiem. Nesenais iepirksanas 
cenu pacelurns izraisija plena piepludumu no bijusajam 
kopsaimniecibein.

Aizputes rupnaca pardod plena pulveri par apmeram $ 0.5^ 
marcipa. Ta ir loti zema cena salidzinajuma ar pasaules cenu 
limeni.

Lauksaimniecibas ministrija so rupnicu uzskata par strateg^isku 
uzpemuniu, jo tas produkciju var pardot par brivi konvertejamo 
valutu. Turklat si rupnica spej parstradat pienu un krejumu, ko 
citas rupnlcas nespej piepemt. Visvairak plena rupnica sapem 
augusta, bet janvari rupnica nesapem pat pusi no augusta apjoma.

Zaripa kungs uzskata, ka privatizacijai, lai ta dotu cergto 
rezultatu, janotiek pec Vacijas parauga. Direktors apgalvo, ka 
veiksmigas privatizacijas gadijuina, uzlabosies attieksme pret darbu 
un produkcijas kvalitate.
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(2) CESVAINES SVIESTA UN SIERA RUPNICA

«/_.
Si rupnica vairumu piena sanem no Madonas rajona zemniekiem

un bijus'ajam kopsaimnieclbam. Ta razo vairaku veidu sviestu un 
siera skirni, ko deve par Holandes sieru. Rupnica lielos daudzumos 
razo ari sausas sukalas.

Sviestu fase 200 g pacinas un 20 kg kastes. Holandes sieru 
nogatavina un saico pleves pakas pa 5-15 kg katra. 
Rupnica ir vajpiena kondensacijas iekarta un divas kaltes vajpiena 
zavesanai. Vajpienu fase 30 kg pakas un pardod Latvija.

Uznemuma razosanas raditaji atrodami (A) un (B2) pielikuma. 
Bet (E2) pielikuma redzams 1988. gada izdots buklets par Cesvaines 
rupnlcu.

Rupnlcai ir spejigi vaditaji un labas iekartas, kas spej 
parstradat visu sanemto pienu. Si rupnica spej sanemt un prasmigi 
parstradat briniskigos produktos visu pienemto pienu. Pat 
vairak - rupnica atrodas piensaimniecibai piemerota apvidu, un 
piena apjoma samazinasanas te ir mazak jutaina neka citos rajonos.

Lielu iespaidu atstaja uznemuma galvenas inzenieres 
profesionalas zinasanas. Apmeklejuma laika uznemuma direktors bija 
izbraukuma.

Rodas parlieclba, ka saja rupnica privatizacija jabalsta uz 
ekonomikas principiem. Rupnicas parstavji uzskata, ka 
privatizacija viniem palldzes, bet isti nezin, ka tas notiks.

Privatizacija, kas ietver atteiksanos no valsts ipaSumtiesibam 
uz so uznemumu, varetu dot cereto rezultatu vienigi tad, ja tiktu 
izveidota speciga marketinga grupa, kas palidzetu veiksmigi pardot 
aarazoto produkciju. Uzdevums ir pariet no 50 gadus valdijusas 
plana saimriiecibas uz tirgus ekonomiku.

(3) PREI^U SIERA RUPNICA

Si rupnica savac pienu no zemniekiem un bijusajam 
kopsaimniecibam, kas atrodas 50 km radiusa ap PreiJ.iem. Uzpemums 
galvenokart razo Cedaras sieru, sviestu, keflru un laktozi.

(A) un (BJ) pielikuma pieejami uznemuma razosanas rezultati.
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Rupnlcas iekartas ir samera modernas. Cedaras siera razosanai 
izmanto visaugstakas kvalitates ASV 1986. gada izlaiduma iekartas. 
Rupnlcai ir neliela cuku ferma. Cukam izbaro piena parstrades 
atkritumus, kas tiek sajaukti ar sauso kombineto baribu.

Siltumnlca tiek audzetas pukes un darzeni. Darbinieku 
vajadzibam iekartota plasma biblioteka. Nule ka darbu rupnica 
beignsi latviesu un amerikanu energetikas ekspertu grupa, kas 
izverteja energijas izmantosanu un deva vairakus ieteikumus 
energijas lietderlgakai izmantos'anai.

Uz^einuina direktors viktors Solovjovs skita esaiti loti spejigs 
vaditajs. Vins labi apzinas, ka rupnicai turpmak vairak 
jaorientejas uz tirgu un jaatsakas no orientacijas uz produkcijas 
razosanu. Direktors doma par jauna tirgus veidosanu Austrumeiropa 
un jaunu produktu, piemeram, kauseta siera, raz'oSanu. Direktoram 
ir labas attieclbas ar piena razotajiem. Piena iepirkuma cenas tiek 
noteiktas divas reizes minesI. Sajas sanaksmes piedalas fermeru 
parstavji, rajona vadlbas parstavis un rupnlcas direktors vai vina 
parstavis.

Turklat Solovjova kungs atzlrneja, ka rajona nepiecie§aini 
labaki ce^i un labakas dzesesanas iekartas fermas. Rupnlcai butu 
vajadzigs labaks iekartu mazgasanas pulveris. Direktors uzskata, ka 
privatizacija ir pareizais eels, bet ta javeic pakapeniski.

PreiJLu uzpemums saskaras ar sekojosam problemam:
1. piena apjoma samazinasarias ( par 27% kops 1988. gada) ;
2. produkcijas pieprasljuma samazinasanas.
Uznemumam javelti speki pieprasljuma palielinasanai, kas 

raditu apstakj-us piena piegades apjoma palielinasanai.
KJ.ustot par brlvu uznemumu, Preili vares stradat bez tiesas 

valdlbas iejauksanas un darboties saskana ar piedavajumu un 
pieprasijumu, ka arl lietot riska kapitalu pelnas iegus'anai. 
Rupnlcas vaditajs atzlmeja, ka jau sobrid riapnicas vadlsanas 
jautajumos vins liela mera bauda neatkarlbu.



(4) REZEKNES PIENA KOMBINATS
Rezeknes plena kombinats - visnotal moderna rupnica - razo 

konderiseto pienu ar un bez cukura. To pilda 340 g karbas un pardod 
Latvija, igaunija, Kuba, Holande, Krievija un citas bijusajas PSRS 
republikas. Uz Holandi eksportetais piens, iespejams, tiek taTak 
pardots uz Aziju, proti, Bangladesh, un, iespejams ari uz Indiju.

No (4B) pielikuma tabulas redzams, ka pedejo gadu laika 
pienemta plena daudzums ieverojami sarucis. (A) pielikxinia tabula 
parada sis rupnicas 1991.gada razosanas raditajus salldzinajuitia ar 
citiem plena parstrades uznemumiem. (E3) pielikuma atrodams 
Rezeknes rupnicas cehu plans.

Darbaspeka izmaksas saja rupnica ir }.oti zerr.as - tas veido tikai 
3% no kopejam izmaksam. Cukurs salda kondensfeta plena razbsanai 
lidz sim tika ievests no Kubas. Sobrid rupnica strada ar cukuru, 
kas no Kubas tika ievests februari. Par cukuru uznemums norekinajas 
ar saraz'oto pienu.

Lidztekus plena parstradei, uznemuma ir ari iekartas 340 g 
skarda karbu razos"anai.

Rupnicas direktors Peteris Upenieks ir loti energisks cilveks. 
Vins' uzskata, ka privatizacija ir vienigais pareizais eels' un ka ta 
radis veseligu konkurenci.

Konkurences apstaklos norisinas sacensiba par vietu tirgu. 
Preces un pakalpojumus pirks no tiem, kas, pec pirceju domain, par 
to pasu naudu "dos visvairak". Konkurence "atalgos" visefektivakos 
razotajus, un tada veida ekonomika virzisies uz efektivaku resursu 
izmantosanu.

Direktors uzskata, ka uznemuma nakotne ir jaunu produktu 
radisana, jauni tirgi un jaunas tehnologijas.

Kondensetajam pienam ir plasakas noieta iespejas daz'adas 
casaules dalas neka sviestam un sieram.

Trisdesmitajos gados Latvijas sviests lielos apjomos tika 
eksportets uz Eiropu (skat. (F) pielilkumu). AugstPS kvalitates del 
tarn bija joti laba reputacija. Devipdesmitajos gados Latvijas 
kondensetajam pienam ir tadas pasas iespejas.

Latvijas kondenseta plena popularizesanai noderetu



parliecinosa un informative rekiama, kas spej veidot paterina 
tirgu.

(5) VALMIERA
Si neapsaubami ir labaka un musdienlgaka no visam devinam 

apskatitajam rupnicam. Rupnicas direktors ir Karlis Skobe, bet
_ V

galvenais ekonomists - Janis Snikers. Skiet, ka abi vaditaji labi 
parzina savu jomu. Valmieras kombinata razosarias raditaji atrodand 
(A) un (B5) pielikuma. Savukart (E4) pielikuma ieklauts buklets par 
kombinata un tain pakjautajos uznemumos razoto produkciju. 

Valmieras kombinats razo sekojosus produktus:
1. pienu puslitra pudeles:

2,5% pilnpienu un vajpienu. Pazeminatas pirktspejas 
apstakjos pateretaji iegadajas vajpienu ta letuma del.

2. sviestu ar 25% udens saturu:
sviestu fase 200 g pakas paplva iesainojuma. Driz saks 

izlaist sviestu -IOO g fasejuma.
3. Holandes sieru:

si siera tauku saturs ir 45%, bet sals- 1,5%-2%. Sieru 
fase 4-5 kg pleves pakas un gatavina 50-60 dienas.

4. kefiru:
si produkta tauku saturs ir 1%, to pilda puslitra 

pudeles vai litrigas kartona karbas.
5. biezpienu:

raz*o biezpienu ar 2% un 0% tauku saturu.
Visu augsmineto prcduktu razosana izmanto samera 

miisdienigas iekartas. lekartas fasesanai kartona karbas ir loti 
rnodernas .

Kombinats aptuveni 50-60% produkcijas pardod arzemes. Parejo 
pardod Krievijai un citam bijusas PSRS republikam. Nerealizetais 
sviests scbrid uzkrajas saldetavas, jo Latvija sviesta cenas ir 
augstakas par Krievijas cenam, turklat arl Krievijas pateretajiem 
kritusies pirktspeja.

Kointdnata apmeklejuma laikS (30, septembri) stradnieki tris 
nedejas nebija sanemusi algas.
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Kombinata direktors uzskata, ka privatizScija uzlabos uzpemuroa 
produktivitati. Pec viija domam, pats svarigSkais ir radit papildus 
tirgu ka Latvija ta arl citas valstfs.
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B. REGIONALAS RUPNICAS

1. KALSNAVAS SIERA RUPNICA. 
VT 
Si ir maza lauku rajoniern raksturiga siera rupnica. Ta

atrodas agrakas kopsaimniecibas teritorija. Rupnlca ir nodarbinati 
apmeram 30 cilveki un to vada stradiga sieviete, kas labi parzin 
plena produktu parstrades procesu. Rupnlca ir relatlvi vienkarsa 
un tas iekartas kaut ari vecas, tomer ir pielietojainas. Rupnicas 
siera parstrades meistars strada seit jau daudzus gadus. visas 
roarketinga un finansialas darblbas tiek veiktas Cesvaines 
regionalaja uznemuma, kas ir saistits ar Kalsnavas rupnicu. 
Pielikums A un B6 satur papildus informaciju par sis rupnicas 
produkciju.

Kalsnavas rupnlca razo Kostomas sieru ar 45% tauku saturu, kas 
tiek nogatavinats 45 dienas. Pec nogatavinasanas siers tiek 
parklats ar parafinu un tad tas ir gatavs nosutisanai uz tirgu. 
Kostomas siera izgatavosanas metodes tika izstradatas Krievija. Pec 
sieva izgatavosanas pari palikusas sukalas tiek izbarotas cukam.

Paslaik rupnlca skiet ir gatava siera parpalikums, jo tam nav 
pietiekama noieta tirgus. Divu pedejo gadu laika siera raz'osana 
bija nemainiga, tacu ta nedaudz parsniedza 1988. gada llmeni. 
Tomer rupnicas vadiba izpauda savas baz'as, ka piena piegade s'oziem 
var samazinaties del strauja" razosanas apjoma samazinasanas 
bijusajas kolektivajas saimniecibas.

Rupnicas apskate un sarunas ar konsultantu piedalijas ari 
Janis Silins. Vins" ir atjaunotas piena razotaju asociacijas

»/•

prezidents. Si asociacija pieprasa ipasuma tieslbas uz rupnicu, 
pamatodama savu prasibu ar to, ka ir 1940.gada" nelikumigi 
nacionalizetas piena razotaju asociacijas mantiniece. Vigsv grib, 
lai asociacija parvalda rupnicu tapat ka ta to darija 1940.gada. 
Atjaunotaja asociacija ir 12 dibinataji un lidz 1992.gada oktobrim 
ir paredzeta vel 200 biedru iestasanas. Ir paredzets, ka 
asociacijas biedriem piederetu ap 1000-1200 piena govis.

Pec konsultanta domain, rupnica var ekonomiski veiksmigi 
attistities tikai tad, ja ta sadarbosies ar kadu lielaku uzpemuinu,
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kas vares nodrosinat marketinga un gramatvedibas pakalpojumus. 
Marketings ietver sevi tadus procesus un darbibas, kas veicinatu 
precu tirdzniecibu. Gramatvedlba ir sistema, kas nodrosina 
kvalitativu informaciju par biznesa strukturas finansem.

2 . PRIEKULE
Si ir maza, bet }oti kompakta sviesta un siera rupnica. 

Can tas direktors Eriks Piesinsf, gan galvenais inzenieris Janis 
Jakobsons skiet ir \oti spejigi specialist!. Ari galvena" 
ekonomiste Anna £ikane ir loti zinosa, ipasi privatizacijas joma. 
Konkreti razosanas dati par so rupnicu ir atrodami Pielikuma" A un
B7.

Rupnicas iekartas ir vecas, bet lietojamas. Vipi razo ta 
saucamo Krievijas sieru. So sieru nogatavina 60 dienas un tarn ir 
50% tauku satura. Tas garso ],oti labi. Parsvara siers tiek 
pardots vieteja tirgu, bet apmerara 20% tiek sutlti uz Krieviju un 
Poliju.

Razotajam sviestam ir 72% tauku saturs un tarn ir laba krasa un 
garsa. Sviestam neliek klat ne sali ne cukuru. To pardod vieteja 
tirgu, un ari siTta uz Krieviju bartera darijumos apmainot pret koka 
kas tern.

Direktors aptuveni aprekinaja, ka 1992 .gada" zemnieku sarazota 
piena daudzums bus apmeram 20% zemaks neka 1991.gada~. Vins 
uzskata, ka iespejamais piena daudzums 1993 .gada" bus atkarigs no 
valdfbas politikas un piena cenam.

Razbjot sviestu un sieru, izmaksas lielako dalu veido samaksa 
par pienu. Ari energijas cenas strauji pieaug. Tapat ka" citas 
apmekletajas rupnicas darbaspeka izmaksa ir }oti zema (mazak ka 2% 
no kopeja's izmaksas) .

Rupnicas vadiba doma, ka apspriezot piena parstrades uznemuma 
privatizaciju, ir nepieciesama specializetaka pieeja. Vini 
uzsakta, ka 15-aprila lemums, kas ir pamatdokuments piena 
parstrades rupnicu privatizacijai, rada neskaidribas un to butu 
japarveido. Vini doma, ka turpmak papildus vajadzetu organizet 
atklatas diskusijas par privatizaciju, un, ka nakamos
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privatizacijas procesu noteicosos dokumentus vajadzetu gatavot 
pieredzejusiern specialistiem. vini tic, ka privatizaciju nosaka 
gan politiskie, gan ekonomiskie apstakli. Un kad vien iespejams 
ekonomiskajiem nosacljumiem vajadzetu but noteicosajiem.

3. TALSI
" \, v
Si ir maza un }.oti veca rupnica. Razosanas dati ir

iek).auti Pielikuma A un B8. Piens tiek saijemts un sadalits krejuma 
un vajpiena. Vajpiens tiek parstrfidSts biezpiena, bet krejumu 
nosuta uz Oktes uznemumu (kas ir paklauts Talsu riipnicai) , lai tur 
to parstradatu sviesta. Biezpienam neliek klat krejumu un to 
pardod gan cilveku, gan dzlvnieku pateripa?n. Cilveku pateripam 
domatais biezpiens tiek tirgots no nelielam piena kannam, bet 
dzivniekiem domato biezpienu iesaino plastikata maisos.

Veca rupnica ir parpildita ar iekartam un jaunas, jau da^eji 
iekartotas telpas tiek buvetas klat. Jaunajas piebuves darbs neiet 
uz prieksu, jo trukst noteikta veida deta].as iekartu uzstadisanai. 
Udens apsildisanai un tvaika iegusanai tiek dedzinatas ogles un 
malka. Tiesi blakus rupnicai crodas moderna slidotava, kas ir 
rupnlcas Ipasums.

400 tonnas rupnicai piederosa svies 1 glabajas kada" privata 
saldetava. Vini megina atrast noieta tirgu sim sviestam. Ta 
rezultata, rupnicai pietrukst naudas, lai saraaksatu zeraniekiem par 
vinu piegadato pienu.

Pateretaju pirkstspejas samazinasanas ir izraisijusi kritumu 
ari piena produktu pardosana. Pec biezpiena razbsanas pari 
paliekos^as sukalas tiek atdotas zemniekiem lopu barosanai.

Rupnicas direktors Stapislavs Marzeckis skiet ir ],oti spejigs 
un ir ienteresets jauna tirgus atra^ana saviem produktiem. Vif\s 
uzskata, ka valdlbas politika pietiekarai neatbalsta lauksaimnieclbu 
un nav ticibas valdibas spejam noradit Isto virzienu.

Seit pastav ari skaidras naudas apgrozibas trukums, jo paiet 
ilgs laiks kamer parskaita naudu no vienas bankas cita. Samaksa 
par jau pardoto preci parasti kavejas menesi un pat vairak. So 
problemu nebus viegli atrisinat, kamer vien atseviSki cilveki vai



uznemumi apmaksai nevares izmantot Sekus. £i problema skar arl 
citus uznemumus .

Rupnica. sanemta plena daudzums laika posma no 1988. lldz 
I99l.gadam ir samazinajies par 18 procentiem. Turklat, 1992.gada 
sanemta plena daudzums ir par 23% zemaks neka tas bija pagajuSaja 
gada. Viens no 51 procesa iemesliem ir kolektivo saimniecibu 
sabrukums, kas izraislja govju skaita samazinaSanos .

Talsu grupa ir ieklautas 2etras krejotavas:
Okte - sviesta raSoSana,
Nurmui^a - vajpiena siers.
Dundaga - kazeina razosana^
Talsi - biezpiens.

4 . TUKUMS

Rupnica atrodas Tukuma pilseta, kura ir apmeram 16.000 
iedzlvotaju. Konsultants tikas ar ra2o§anas da^.as vaditaju Haiti 
Purmali, ekonomisti Astridu Grlnbergu un komercdirektori Ingridu. 
Belinskti. Rupnicai ir labs izkartojums un iekartas, kas atbilst 
rupnicas praslbam.

Ra2o2anas dati ir ieklauti Pielikuma A un B9. Neliela brosura 
par rupnicu ir Pielikuma E5 .

Rupnica ra2o sekojo^us produktus :
1. Pienu:

Tas ir sapakots 1/2 1 stikla pudeles un 35 1 kannas . 
Taja ir 2.5% tauku satura un del lielajam energijas 

cenam tas nav pasterizets. Visu pienu pardod Latvijas 
tirgu. Pedeja laika plena pardosanas daudzums ir 

krities par 50%, jo, salidzinajuma. ar iedzivotaju 
pirktspeju, plena cena ir ^oti augsta.

2. Kefiru:
§is produkts tiek pardots 1/2 1 pudeles un tiek 

izgatavots no 2 . 5 procentiga plena. Keflra pardosanas 
apjoms attieciba pret pilnpienu ir 1 pret 3.



3. Biezpiens:
Seit ra£o biezpienu, kas nesatur taukus, kara ir 2% un 

kam ir 5% tauku saturs. Tas tiek fasets 200gr pakas 
un kannas.

4. Sviests:
Sis produkts satur 25% udens un tiek fasets 200gr un 
20kg pakas.

Rupnicai ir loti labas produktu kvalitates parbaudes iekartas. 
Bet ir nepieciesams uzlabot notekudenu un atkritumu attiriganas 
sisterou.

I992.gada rupnica sanema par 20% procentiem mazak piena neka 
pagajuSaja gada. Apmeram 40% tika sanemti no zemnieku privatajam 
saimniecibairi. 3is skaitlis nepartraukti aug, kamer ta piena 
daudzums, ko sanem no agrofirmam, samazinas.

Tapat ka parejas rupnicas ari Seit darbaspeka izmaksa sastada 
loti mazu dalu no kop§jas izmaksas - apmerani 3 procentus. Samaksa 
par pienu sastada apmeram 86% no kopejas summas.

Vadiba pastastija, ka govju veseliba §aja rajona nav 
apmierinos'a. Tomer kopsaimniecibam ir lielakas problemas ar govju 
vesellbu neka privStajam saimniecibam. Skiet, ka tad, kad 
lielakais vairums piena tiks razots tieSi privatajas saimnieclbas, 
govju vesellbas problemas aktualitate samazinasies. RCpnicas 
vadiba uzskata, ka lietas var uzlaboties, ja cilveki, kas ir 
apmaclti marketinga un pardosanas joma saks radit jaunus 
produkcijas veidus un atradis jaunu noieta tirgu.
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PIELIKUMS B.1. AIZPUTES PARSTRADES RUPNICAS RAZOSANAS RADITAJI

Raditaji

PARSTRAD. PENS**
(lorinast 
SARAZOi !E PRODUKTI
(tonnas) 
Sviests
Saldejums*** 
Siers
Sausa plena prod. 
Pilnpiena produkti 
Laktoze 
Kazefns
Vajpiens 
Kondensitais piens

RAZOSANAS JAUDA
(tonnas) 
Sviests
Siers 
Kazeihs
Kondensitais piens 
Pilnpiena prod. 
Sausa plena prod.

DARBINIEKI(skaits)

DARB!BAS ZONAS

Pienotavas
Krejotavas 
Savaksanas punkti

1988 1989 1990

42082 40137 40080

3862 3411 2965
536

6092 6134 4947

222 224 0

9.6 9.6 9.6

4.2 4.2 0 
7.5 7.5 7.5

189 207 197

222 
15 15 15

1991

36380

2362
623

3155

0

9.6

0 
7.5

184

2 
15

% Izmainas 
1988 - 1991

-13.5

-38.8
16.2

-48.2

-100.0

0.0

-100.0 
0.0

-2.6

Raditaji satur informaciju tikai par Aizputes rupnicu
** Neieskaitot sapemto krejumu
*** Izmainas rekinatas pec 1991 .gada datiem



PIELIKUMS B.2. CESVAINES PARSTRADES RUPNICAS RAZOSANAS RADITAJI

Raditaji

PARSTRAD. PIENS
(tonnas) 
SARA2OTIE PRODUKTI
(tonnas) 
Sviests
Saldejums 
Siers
Sausapienaprod. 
Pilnpiena produkti 
Laktoze 
KazeTns
Vajpiens 
Kondensetais piens

RAZOSANAS JAUDA
(tonnas) 
Sviests
Siers
Kazefns
Kondensetais piens 
Pilnpiena produkti 
Sausa plena prod.

DARBINIEKI(skaits)

DARBfBAS ZONAS

Pienotavas
Krejotavas 
Savaksanas punkti

1988

94180

2995

2809
1486 

10373

5000

12
3.9

27 
2.6

495

10
7

1989

95475

2986

2849
1480 

12841

2490

12
3.9

27.1 
2.6

486

10 
7

1990

90238

2784

2859
1375 

11895

2980

12
3.9

26.9 
2.6

488

10 
7

1991

85153

2695

2689
1225 
7658

2468

12
3.9

26.5 
2.6

452

10
7

% Izmainas 
1988 - 1991

-9.6

-10.0

-4.3
-17.6 
-26.2

-50.6

0.0
0.0

-1.9 
0.0

-8.7

* Raditaji satur informaciju par visu redfionu

V



PIELIKUMS B.3. PREIi-U PAflSTRADES RUPNICAS RAZOSANAS DAT!

Raditaji

PARSTRAD. PiENS
(tonnas)
SARAZOTIE PRODUKTI
(tonnas)
Sviests
Saldejums
Siers
Sausa plena prod.
Pilnpiena produkti
Laktoze
KazeTns
Vajpiens
Kondensetais piens

V ~t

RAZOSANAS JAUDA
(tonnas)
Sviests
Siers
KazeTns
Kondensetais piens
Pilnpiena produkti
Sausa piena produkti

DARBINIEKI(skaits)

DARB?BAS ZONAS

Pienotavas
Krejotavas
Savaksanas punkti

1988 1989 1990 1991 % Izmainas 
1988 - 1991

113518 117989 97661 83148 -26.8

2945 3029 2635 2585 -12.2

5256 4691 4559 3556 -32.3

892 876 784 665 -25.4

12 12 12 12 0.0
7.3 7.3 7.3 7.3 0.0

1.6 1.6 1.6 1.6 0.0

445 445 440 420 -5.6

7222
* Raditaji satur informaciju tikai par centralo rupnicu



P1ELIKUMS B.4. REZEKNES PARSTRADES RUPNICAS RAZOSANAS RADITAJI

Raditaji

PARSTRAD. PENS
(tonnas) 
SARAZOTIE PRODUKTI
(tonnas) 
Sviests
Saldejums 
Siers
Sausa plena prod. 
Pilnpiena produkti 
Lakto?.e 
Kazeins
Vajpiens 
Kondensetais piens

RAZOSANAS JAUDA
(tonnas) 
Sviests
Saldejums 
Siers
KazeTns
Kondensetais piens 
Pilnpiena produkti 
Sausa plena prod.

DARBINIEKI (skaits)

DARBlBAS ZONAS

Pienotavas
Krejotavas 
Savaksanas punkti

1988 1989 1990 1991 % Izmaipas 
1988 - 1991

95800 97300 95400 77000 -19.6

273 302 266 290 6.2
627 736 745 730 16.4

90811 92378 90416 72090 -20.6

2.5 2.5 2.5 2.5 0.0

151 151 151 151 0.0 
120 120 120 120 0.0

985 980 900 703 -28.6

3333 
8888

* Raditaji satur informaciju tikai par Rezeknes centralo rupnTcu



PIELIKUMS B.5. VALMIERAS PARSTRADES RUPNICAS RAZOSANAS RADITAJI

Raditaji

PARSTRAD. PIENS
(tonnas) 
PARSTRAD.KREJUMS
(tonnas) 
SARAfOTIE PRODUKTI
(tonnas) 
Svissts
Saldejums 
Siers
Sausa plena prod. 
Pilnpiena produkti 
Laktoze 
Kazeihs
Vajpiens 
Kondensetais piens

RAZOSANAS JAUDA
(tonnas) 
Sviests
Siers 
Kazefns
Kondensetais piens 
Pilnpiena produkti 
Sausa plena produkti

DARBINIEKI(skaits)

DARBB3AS ZONAS

Pienotavas
Krejotavas 
Savaksanas punkti

1988

81490

4005

3530

2990

30296 

883
9300

12
4.4 
3.6

51.6

496

5 
12

1989

80185

3149

3580

3222

30880 

848
8950

12
4.4 
3.6

51.6

481

5 
12

1990

77350

3064

2925

2999

34515 

664
6765

12
4.4 
3.6

51.6

476

5 
11

1991

67150

2766

2527

2583

30709 

426
5214

12
4.4 
3.6

50.6

466

5 
10

% Izmainas 
1988 - 1991

-17.6

-30.9

-28.4

-13.6

1.4 

-51.8
-43.9

0.0
0.0 
0.0

-1.9

-6.0

* Radftaji satur informaciju tikai par centrSlo Valrnieras rupnicu

-z/



PIELIKUMS B.6 KALSNAVAS PARSTRADES RUPNICAS RAZOSANAS RADITAJ!

Raditaji 1988 1989 1990 1991 % Izmainas 
_____________________1988 - 1991

PARSTRAD. PIENS
(tonnas)
SARA^OTIE PRODUKTI
(tonnas)
Sviests
SaldSjums
Siers
Sausa plena produkti
Pilnpiena produkti
Laktoze
KazeTns
VSjpiens
Kondensetais piens

RAZOSANAS JAUDA
(tonnas)
Sviests
Siers
Kazeihs
Kondensetais piens
Pilnpiena produkti
SausS plena produkti

DARBINIEKI(skaits) 

DARBIBAS ZONAS

Pienotavas 
Krejotavas 
Savaksanas punkti

5600 5540 5300

0.4

32

0.4

31

5117 -8.6

220 218 252 250 13.6

0.4 0.4 0.0

30 30 -6.3

* Raditaji satur informaciju tikai par Kalsnavas rtfpnicu

\l



PIELIKUMS B.7. PRIEKULES PARSTRADES RUPNICAS RAZOSANAS RADITAJI

Raditaji

PARSTRAD. PIENS
(tonnas)
PARSTRAD. KREJUMS
(tonnas)
SARAZOTIE PRODUKTI
(tonnas)
Sviests
Saldejums
Siers
Sausa~piena prod.
Pilnpiena prod.
Laktoze
Kazefns
Vajpiens
Kondensfitais piens

RAZOSANAS JAUDA
(tonnas)
Sviests
Siers
Kazeihs
Kondensetais piens
Pilnpiena produkti
Sausa piena prod.

DARBINIEKI(skaits)

DARBfBAS ZONAS

Pienotavas
Krejotavas
Savdksanas punkti

1988 1989 1990 1991 % Izmaipas 
1988 - 1991

78203 76641 74760 64927 -17.0

1306 1382 1315 1163 -10.9

3094 3103 3022 2538 -18.0

1384 1168 1184 1198 -13.4

9.8 15.8 14.8 14.8 51.0
3333 0.0

134 137 137 133 -0.7

1111
15 14 13 13

* Radilaji iekjauj sanemto krejumu no divam ruprifcam (Saldus un Kuldfga), 
k§ arfinformaciju par Dunikas krojotavas razosanas jaudam, kas 
pieskaititas pie Priekules rupnicas razosanas raditajiem



PIELIKUMS B 8. TALSU PARSTRADES RUPNICAS RAZOSANAS DAT!

Raditaji

PARSTRAD. PIENS**
(tonnas) 
SARAZOTIE PRODUKTI
(tonnas) 
Sviests
Saldejums 
Siers
Biezpiens 
Sausifpiena prod. 
Pilnpiena produkta 
Laktoze 
KazeTns
Vajpiens 
Kondensetais piens

RAZOSANAS JAUDA
(tonnas) 
Sviests
Siers 
Kazelns
Kondensetais piens 
Pilnpiena produkti 
Sausa plena produkti

DARBINIEKI(skaits)

DARBlBAS ZONAS

Pienotavas
Krejotavas 
Savaksanas punkti

1988

60167

2664

170
1336 

3740 

91
4000

8.2
0.3 
0.7

12.4

129

3

1989

57250

2524

195
1260 

3690 

153
4219

8.2
0.3 
0.7

12.4

128

3

1990

56594

2318

191
1459 

3870 

98
5235

8.2
0.3 
0.7

12.4

125

3

1991

49281

2288

211
1292 

3750

1664

8.2
0.3 
0.7

12.4

125

3

% Izmainas 
1988 - 1991

-18.1

-14.1

24.1
-3.3 

0.3

-58.4

0.0
0.0

0.0

-3.1

* Raditaji papildus Talsu rupnicai satur ar7 informaciju par trim 
krojotavam (Okie, Nurmuiza un Dundaga)
** Izpemot sa/iemto krejumu



PIELIKUMS B.9. TUKUMA PARSTRADES RUPNICAS RAZOSANAS RADITAJI

Raditaji

PARSTRAD. PIENS
(tonnas) 
SARAZOTIE PRODUKTI
(tonnas) 
Sviesls
Saldijums 
Siers
Sausa plena prod. 
Pilnpiena produkti 
Laktoze
Kazelhs
Vajpiens 
Kondensetais piens

RAZOSANAS JAUDA
(tonnas) 
Sviests
Siers
Kazefns
Kondensetais piens 
Pilnpiena produkti 
Sausa plena prod.

DARBINIEKI(skaits)

DARBfBAS ZONAS

Pienotavas
Krejotavas 
Savaksanas punktt

1988

80483

2345

415

25492

10866

15
0.7

75.3

240

2

25

1989

78274

1751

398

25920

9891

15
0.7

75.3

240

2

24

1990

72980

1786

422

27565

4355

15
0.7

75.5

240

2

24

1991

65980

1724

418

26683

4140

15
0.7

75.5

240

2

24

% Izmaipas 
1988 - 1991

-18.0

-26.5

0.7

4.7

-61.9

0.0
0.0

0.3

0.0

* * Radilaji papildus Tukuma rupntcai satur informaciju an par divam 
pienotavam (Jaunpilf un KandavS)



PIELIKUMS C

APTAUJATAS AMATPERSONAS

VARDS

1. Adelmane Kerola

2. Belinska Ingrida

3. Brainihs Eriks
4. Bruks Maiks

5. Deiviss Roberts
6. De Markens, Bouduens

7. Frit's Konrads

8. Grlnberga Astrlda

9. Hamiltons Dzerijs

10. Jakobsons Janis

11. Jakobsons Aivars

12. Jansone Agita

13. Jansone Edite
14. l^ikane Anna

15- Kveps Aivars

16. Mer6ijs Gordons

17. Marz"eckis Stanislavs

18. Metifrids Bobs

19. Melngailis Nils

20. Piesing Eriks

21. Purmalis Raitis

22. Sesks Martins'

?3. SilinS Janis

24. Simsons Valdis

AMATS

ASV Palidzibas agentura
(USAID), Vasingtona
Tukuma parstrades rupnicas
komercdirektore
VOCA, Riga
ASV Palidzibas agentura
(USAID), Vasingtona
VOCA, Cabot Dairies
ASV Palidzibas agentura
(USAID), Riga 

Agrorupniecibas privatizacijas
projekts
Tukuma parstrades rupnicas
ekonomiste
ASV Valsts Departaments,
Vasingtona
Priekules parstrades rupnicas
galvenais inzenieris
Lauksaimniecibas ministrijas
piensaimniecibas specialists
Privatizacijas koordinatore,
Lauksaimniecibas ministrija
Direktore, "LATA"
Priekules parstrades rupnicas
ekonomiste 

Madonas rajona Lauksaimniecibas
parvaldes direktors
ASV Palidzibas agentura,
(USAID), Vasingtona
Talsu parstrades rupnicas
direktors
ASV Palidzibas agentura
(USAID), Vasingtona 

Agrorupniecibas privatizacijas
projekts
Priekules parstrades rupnicas
direktors
Tukuma parstrades rupnicas
razosanas dalas vaditajs
Latvijas Piensaimniecibas
Komiteja
Madonas piena razotaju
asociacijas prezidents 
Vandzenes agrofirmas direktors

27



25. Skobe Karlis

26. Snikers Janis

27. Solovjovs Viktors

23. Sismanskis Deimons

29. Upnieks Peteris

30. Zarii?5 Laimonis

Valmieras parstrades rupnicas 
direktors
Valmieras parstrades rupnicas 
ekonomists
Preilu parstrades rupnicas 
direktors
VOCA, kooperativu attistisanas 
dienests
Rezeknes parstrades rupnicas 
direktors
Aizputes parstrades rupnicas 
direktors

28
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2.

3.

4

5

6

7

8, 

9

PIELIKUMS D 

LATVIJAS PARSTRADES RUPNJ.CU APTAUJAS VEIDLAPA

Kadus produktus §eit razo? un kada daudzuma?

pi enu________________________

sviestu____________________ 

sieru______________________

saldejumu.

sauso pienu_

kondenseto pienu_ 

kazeinu_______ 

jogurtu_______ 

kefiru ____

citus produktus_

Ka produkti tiek faseti? 

Ka tie tiek izplatiti? 

Kam produkti tiek izplatiti? 

Vai jvuns ir sancensi? 

Vai junu ir firmas zirne?

Kada ir jusu produktu reputacija: 
kvalitates zina? 
cenas zina? 
apkalpo§anas zina?

No kurienes jus sanemat pienu? 

Cik daudz piena jus pienemat katru dienu? 

Cik liela da].a nak no zemniekiem?

29



Cik liela dala nak no kopsaimnieclbam?

10. Cik daudz plena jus pienemat 1991.gada?

Cik daudz jus planojat pienemt 1992.gada? 

•I993-gada? ___________________

11. Vai plena kvalitate ir laba?

12. Vai jums ir vel kads cits plena piegadatajs?

13. Vai plena piegades intensitate dazados gadalaikos atskiras?

14. Vai jums kadreiz ir plena parpalikumi?

15. Vai jusu iekartas atbilst jusu vajadzibam?

16. Ko jus varetu darit pasizmaksas samazinasanai?

17. Ko jus darat ar nepardotajiem plena produktiem? 
Vai jus pienemat sarazoto produkciju atpakal?

18. Vai jusu attiriSanas iekartas ir piemerotas? Vai notekudeni 
tiek attirlti?

19. Vai jums ir pietiekams darbinieku skaits? Vai jums ir parak 
daudz nodarbinato?

L^O. Cik gara ir darba diena un kada ir apmaksa?

21. Vai vadiba ir efektiva?

22. Vai jums ir kvalitates parbaudes sisteina?

23. Vai govis ir veselas?

24. Vai jus atsakaties pienemt sliktu pienu?

25. Vai jus stradajiet septinas dienas nedela?

26. Vai jums ir piemerota saldesanas sistema?

27. Kadel plena paterins samazinas?

28. Cik daudz (rubles) jus maksajiet par vienu litru plena?

29. Par cik jus pardodiet vienu litru plena? 

	veikaliem?

30
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pateretajiem?

30. vai ir kadas ar zemniekiem saistltas problemas?

31. cik bie2i mainas plena cena?

32. Vai piena blakusprodukti ka jogurts, skabais krejums, siers, 
ir pelnas zina vairak vai rnazak izdevlgi?

33- Privatizacijas procesa valsts parvalditais uznemums pariet 
private Ipas'uma. 
Kads ir jusu viedoklis par privatizaciju?

34. Vai ta jums bus izdevlga?

35- Vai jus gribetu klut par privatuznemumu?

36. Vai jus spesiet stradat privata uznemuma?

37. Cik daudz produkcijas (rub^os) jias pardodat gada laika? 

Cik pardevat 1991.gada? 

Ko jus paredzat 1992.gada?

38. Kads ir jusu ikgadejais ienakums?

1991.gada?

1992.gada paredzetais?

39. Kadus uzlabojumus jus veiktu pec uzriemuma privatizacijas?

40. Ka jus par tiem samaksatu?

41. Vai pee privatizacijas jums bus:

zemakas izmaksas?

labakas attieclbas ar zemniekiem?

vairak vai mazak darbinieku?

labak apmaksati stradnieki?

vai darbinieki bus apmierinati? 

4?. Kam butu jabut uznemuma IpaSniekam?

43. Kooperatlvs, kas parasti tiek radits, lai razotu vai pardotu 
kadu preci, ir kooperativa biedru kopejs ipa§ums. Zemnieku 
kooperativi var klut par Latvijas piena parstrades uznemumu

31



44.

45.

46.

jaunajiem Ipasniekiern. Vai, jusuprat, tas ir labs risinajums?

Ja jums butu pilnlga riclbas briviba, ko jus darltu, lai 
uzlabotu uznerouma darbibu?

Kadas ir jusu uznemuma stipras puses? 

Kadas ir jusu vajas puses?

32



Grain Report by Si Matthies;

LATVUAS AGROBIZNESA PRIVATIZACIJAS PROJEKTS

Nozares rakslurojums
un 

uznemumu privatizacijas strategMja

Sagatavoja: 
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GRAUDU UN GRAUDU PARSTRADES RUPNIEClBA 

Si MaUhies - Grain Services Inc.
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Lalvijas Republikas Lauksaimniecibas ministriju
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1.NOD ALA 
KOPSAVILKUMS

A. I/pctcs mCrki un uzdcvumi. 0

Privatizacijas projekta pirma posma uzdevumi ir noteikt graudu iin graudu 
parstrades rupniecibas rakslurigas iezlmes un sagatavot ministrijai detalizetu 
stratcgijas un ricibas planu, ieverojot privala ipaSuma palielinas'anos Saja nozare.

II. Sakolnejiu novOrojumi.

PieverSolies projekla uzdevumam atri vieit kjuva skaidis, ka pirmaja posma 
nepiecicsami dazi parveidojumi, jo lidz ar Ministru Padomes I992.gada lemuma 
notciktn valsts uznemuma - koncerna "Lalvijas labiba" vadibas atlaiSanti rail as jauni 
risinami jautajumi.

TO rczultata vajadzcja izveidot paSreizejas rupniecibas pamatparskatu, kam 
sekos papildus papla^infjls, detalizels parskals un graudu sektora privatizncijas 
darbibas plans. Si zinojums olra noda|a sniedz informaciju par sakotnejo strategiju, 
kas ir jaapspricz ar Lalvijas valdibu. Ir paredzets, ka stralegijas plans Hks pabeigts un 
privatizacijas darbibas plans izslradats nakamaja parskata.

C. SakotnOjie spriedumi.

Nozari veido 24 uzncmumi, leas saslav no dazada veida miltu dzirnavatn, 
lopbaribas razotncm, graudu elevaloricm, graudu rupnicam tin maizes produktu 
razosanas uzneinuniicm. Turklat pastav vel Cetri cili objekti, kas nodroSina 
uzneinumu darbibu, tai skaila, izpeli, celtniecibu, droSibas nodro^inaSanu u.c. Lidz 
1993.gada l.janvaiiin Sic uzncmumi bija zem slingras "Latvijas labibas" parvaldes un 
kf)!itroles, kas tika izveidols 199().gada likvidejot Maizes produktu niinistriju, kura 
savukarl pirros tiim savas alskailes sniedza Maskavai.

Sis konsullanta vi/itcs laika tika apincklets ievcrojanis skaits uzncmumu. 
Noskaidrojas situacija, kas raksluriga, ja ne visiem, (ad vairumam uznemuinu:

1. uzncmumi ir dzi|os parados (kriijttmi un aizdolii naud;i):
2. uzncmumicm nav pieejami krcditi;
3. nozarei ir liela apjoma ncizmantotas jaudas - ieplfinolais darhibas 
laiks 1993.gada ir: kombinctas lopbaribas raXotncs \5% no jaudas; 
millu dzirnavas 66% no jaudas un
4. uznemumiem ir augsti kvalificeta tehniska vadiba, bet ir ierobezota 
informacija par tirgus virzitu ekonomiku.

I). Snko(nGjic sccinujumi un ictcikumi.

I. Sadalil "Latvijas labibas" iepriekSejas funkcijas divjis alsevi^kas 
sfcrfis;

a. valdibas pakalpojumu un regulejoSas fiinkcijas; un



b. akciju sabiedrlba, kas izveidota komercialu uzueimitmi 
parraudziSanai un privatizacijas procesa vadiSanai. (uznemums 
ar ierobeiotu darblbas laiku).

2. Atbalstit tirgus cenu sistemas izveidoSanu, kas atbilstu tirgus 
ekonomikas sislemai.

3. Pirms I993.gada raXas nnvakJSanas izveidot un realize} raiotaju 
programmas, kas atbilstu tirgus ekonomikai. Tas varetu pasiiprinat 
nnzalei ncpiecieSanio lidzekju un raXotaju ienfikuinu finanse^niui.

§i zinojuma turpmakas nodajas.sniegs papildus informaciju par kopsavilkuma 
pieminetajiem jautajumiem.

Y



2.NODALA 
NOZARES ANALlZE

A. Nozarcs struklura.

Patstavigi darbojoSas vienibas saslav no seSam kvie§u, rudzu un auzu 
parstradcs rupnicam. Kopuma ir vienpadsmit kombinetas lopbaribas rOpnlcas. Celras 
no kurain ir saislftas ar graudti mnlSanas rflpnicti. Oraudu clevalori ir novictoti visu 
parstradcs uzncmumu tuvuma. Pie lain ir vel divas atsevigki novietotas graudu 
elevaloru iekarlas. Ir devini maizes un maizes produktu raioSanas uzneinumi. 
Pielikuma A iek|auts uznemumu saraksls un to rafcos'anas jaudas.

"Latvijas labibas" struktflra bija iek|autas ari tadas funkcijas ka graudu 
parbaude, graudu kvalitates uzraudzlba, ekonomiska analize, individualo uznetnwmi 
vadosa kontrole un cenu noteikSana visos nozarevS limenos.

H. VadihaAhirhaspcks

Noskaidrojas, ka vairuina uznemumu vadoSajos ainatos ir augsli kvalificels 
personals, kas spej nodroSinat parslrades uznemumu darbibu. Vairums vadHajtt ir 
apmacili telmiskajos inslitulos bijuSas Padomju Savienibas teritorija vai Latvijas 
Nacionalaja Lauksaimniecfbas akadeinija. Intervetie vaditaji bija joti pieredzejuSi. 
Toiner jaatzime, ka viniem nav pietiekamas informacijas par uz tirgu orientetas 
ekonomikas funkcioneSanu.

Noskaidrojas, ka attieclba prel raioSanas prasibfim ir parak liels darbinieku 
skaits. Turklal, parak daudzdarbinieku ir ari raioSami apkalpojoi?os objektos.

"Lalvijas labibas" ieprieksejas funkcijas pa.^laik tiek reorganizetas divas 
vienibas, kas atdala pakalpojutnu/regulejoSas aktivita'.es un komercialo darbibu. 
Latvijas Birojs parnem pakalpojumu, koordineSanas un politikas veidoSanas funkcijas, 
kas pirms lam bija koncerna "Latvijas labiba" parzina.

Ir paredzets, ka "Latvijas dzirnavnieks", kas joptojam ir vel iepriekSejas 
izslrades posma, parskalis uzriemumu komercialo darbibu. Turklat, bOs atbildigs par 
privalizacijas procesa vadiSanu.

So dazado darbibas veidu parveidoSana jaunas struktQras ir nepiecieSama 
piesardziba, ta ka to funkcijam ir operalivi jjidarbojas ari privatizeta, tirgus virzita 
vide.

C. Tcliti(»l(»^iskais raksdirojums.

Vairums rupnicu ir buvetas pedejo 25 gadu laika. Parbaudito dzirnavu iekartas 
parsvara razotas PSRS ar Buhler-Miag licenzi, kas ir visieverojamaka dzirnavu iekartu 
razosanas kompanija pasaule. Varbut nakotne radisies veleSanas vai nepiecieSamiba 
pec specialisla, kas parbauditu un noverlelu dzirnavu iekarlas atsevigku uznemumu 
privatizacijas procesa.
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I). lpa.sumtic.sibu nokartosana.

Visi uznemtiini ir Latvijas valdlbas ipaSums un Ijdz negejtgLpagatmei tie visi 
darbojas tieSa "Latvijas labibas" kontrole. Tas biiayalstykoncerTif^ ko vadija
direktors un direktoru valde. Direktoru valde sastaveja no kalra atseviSka iiznemuina 
vadilajicm. Firms "Lalvijas labibas" izveidoSanas I990.gada Sos uznenuimus 
kontroleja bijuSas Fadomju Savienibas Maizes produktu ministrija. Tajii laika to 
vadija persona, kas bija ministra pirma vietnieka amata un atskaitijas tieSi ministram 
Maskava.

K. Uzycmumu i/.vietojunis.

ScSas dzirnavas ir izvictotas visa valsti vairak apdzivolo cenlru tuvuma. 
Tomer dazu alseviSku riipnicu jaudas ir ncproporcionali lielas salklzinajiima ar rajona 
apd/.ivotibti. Si ncalbilsliba ir acimrcdzams iepnckSejas parslrades prasibu rezullals, 
lai skaita miltu exports uz bijuSajam Padomju Savienibas republikam un maizes 
produktu parpalikums atticciba pret maizes pieprasijumu Latvija. Autoram ir nelielas 
bazas par to, ka So uznemumu lielums un atlaluins starp tiein var veicinat bez- 
konkurences vides raSanos. §o jaulajumu bOs vel papildus jaanalize projekla nakama 
posma laika.

Seplinas neatkaiigi darbojoSas kombinetas lopbaribas rupnicas un vel Cetras, 
kas ir saistitas ar dzirnavam, sr izvietotas visa valsti lopbaribai domato graudu 
audzeSanas un lopkopibas rajonos. Nesend ga|as raXoSanas sainazinaSanas un 
nclabveligie ckonomiskic apslak|i butiski ietekne So objektu darbibas laikti. Graudu 
elevatori ir izvietoti netalu no dzirnavam un lopbaribas parslrades rfipnicam, iznemot 
divus, kas ir novictoti atseviSki.

Deviniem maizes raioSanas uznemumiem ir labs izvietojtims, lai varetu 
veiksmigi apmicrinat pateretaju vajadzibas. DaXas vielfis valsls maizes razoSanas 
uznemumi konkure ar mazam privatam maizes ceptuvem. Situacija konkurences jotna 
saja apaksscklora liks delalizeli apskatila projekta nakamaja posma.

F} ielikms B iclver karles, kas parada nozares sastavdaju £eografisko 
sadalijumu.

F Atticcibas shirp uzncniuniicin.

Pastavot paveju sistemai atseviSki uznemumi dsrbojas ka bezkonkurences 
vienibas ar va!dibas/"Latvijas labibas" noteiktam cenam visas nozares sastavdajas no 
zemnieka lidz pat pateretajam. Ir Joti svarigi, lai turpmaka likumdoSana nodros'inStii 
nozares cenu veidoSanos caur tirgus speku darbibu.

(I. Alliccibas ar zcmnickiein.

Nozare darbojas ka valdibas cenu programmas parvaldilajs. Vini ir sakotnejie 
razotaju graudu sanemcji un ir atbildigi par samaksas veikSanu raZolajiem atbilstoSi 
valdibas notciklajam graudu ccniim. Turklal nozare nodro.^ina ar ladu pakalpojtimu 

sniegsanu ka graudu seklu piegadi, iaveSanu, graudu kombineSanu un kondicioneSanii.
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Atliecibas starp nozari un razolaju nav parastas pateretaja/piegadiitaja attiecibas.
Normalu patcrclaju/piegadataju altiecibu izveidoSana starp piegadatajiem un graudu

nozari ir ipaSi svariga prasiba izdzlvoSanai tirgus ekonomika.

3. NODALA 
PRIVATIZACIJAS STRATEQIJA

Si nodaja lika sagatavota konsullacijas projekta laika un iesnicgta Latvijas 
valdibai ka atsaukstne uz. dokumenlu par "Latvijas labibas" likvideSanu un tas 
reorganizaciju un privalizaciju.

Attiecigie lemumi un paveles ielver: Ministru Padomes lemums Nr. 471 
(I992.g.9.nov.), "Situacija maizes un citu graudu produkcijas sagade"; 14. punkts 
informacija par Ministru Padomes 20. novembra lemuma Nr. 485 realizaciju, 
Lauksaimniecibas Minislrijas pavele Nr. 326 (I992.g. 12. decembh) par koncerna 
"Latvijas Labiba" likvideSanu.

Augstak minetie dokumenli atliecas uz "Latvijas Labibas" likvideSanu un tain 
sekojosiem pasakumicrn jaunu alternnllvu struktflru veiclo?$anu, un privatizacijas 
jautajuiniein komercialajas strukturas, kas pa^reiz veido koncernu "Latvijas Labiba".

A Lalvijas Liil>il>;is pfirvcidosanni un priviili/ficijiii nvpiccicsniuie pnsFikunii

I'asHkumi, kas prasiti ininclajos dokumcntos:

1. Icsniegt Ministru Padoinci likumprojckUt "Cltaudu tirpus un Par graudu 
parstrades uzncmumu piivatizaciju" lidz 1993.g. I. martam. (M.punkts)

2. Izvcido! Latvijas biroju (LU) lidz 1993. g. I. fchruniiin. (14. punkts)

3. Sapalavot valsts praudii parstrades Ii7.nr.nniinn privati/nciju lidz 1993.p. I.

4. fjnnrgani/rl Lalvijas D/imavas (LD) Iul7 1991.p. l.niaitam. (M. punkts) 

Turklal ir ncpiccicsami ari citi pasakumi augSitiincto dokmnentu inerka rcalizeSanai:

1. Sapatavoi UM Ministru Padoinci icsnicpt ictcicamo valdibas graudu
programmu !idz 15.jQnijam realizeSanai sakol ar 1993. g. razu, un turpinot 
lidz I994.g. razai.

2. Sagalavot un Ministru Padoinci iesniegt detalizetu privatizacijas planu lidz 
1993.g. I. jiilijam.



11 Likumu projckli par graudu (irgus darbibu un par graudu parslrudcs 
uzncmumu privatizaciju

Nemot vera laika trukumu, So prasibu var vislabak izpHdit, sagatavojot 
likumdo&anu, kas dolu dazus visparejus noteikumus par:

1. graudu lirgus funkcioneSanas galvenajiem principiem;
2. LB visparigo lomu un funkcijam; un
3. LIJ visparigo lomu un funkcijam;

Turpmak Sie jautajumi tick apskaliti delalizelak.

C Likuitiprojckli par graudu (irgus darbibu

LikurndoSana sankciones graudu tirdzniecibas sistemu, kas balstila uz tirgus 
principiem. Svarigi, lai likums aizliegtu paslavoJSo fiksetu cenu noteikSanu graudieni 
un to izslradajumiem. Turklat, LB un LD akciju sabiedribain ir jaaizliedz komercialns 
aktivitalcs graudu tirdzniecibas un graudu produktu parstrades joma. Tas veicinas 
valdibas politiku merketu uz tirgus balstltu cenu un tirdzniecibas sistemas ievieSanu.

Komercialo korportzeto uznemumu vaditaji (5.23 punkts) bfls atbildigi par 
graudu iepirkSanu (an importu) un produktu pardo§anu valdibas noteikta? politikas 
ictvaros. Tas radis konkurenci uznemumu vaditaju, citu parstradataju, ka ari citu ar 
graudiem saislitu uznemeju starpa.

LB bOs atbildigs par valsts strateg'iskajam rezervem un koncessionarajiem 
graudu krajumiem valdibai.

I) Ukumprnjckti par graudu parstrades u/ncmumii privatiziiciju

LH loma un funkcijas
^ 

Dokumenti, uz kuriem ir atsauksme I.I bez ierunam norobezo LB no
icsaistisanas jcbkadas komercialas darbibas. Tain jabfit skaidri pateiklam 
likumprojektos.

Ltt funkcija ielilpst lieliskie petijumi (var but pec liguma), kvalitates parbaude 
un kontrole par razoSanu un Ettiecigu programmu vadiSanu, kas ietekme zemniekus un 
graudu rupniecibu. LB specifiskas funkcijas ir:

a. graudu noliklavu krajuinu uzraudziba (kvanlilafiva un kvrili(aliva). ja lie 
picdcr valdibai (vai saskana ar valdibas programmu). LB nodroSina. ka viss 
valdibas graudu krajums atbilst kvalilales slandartiein, un vada 5o krajumu 
izlictojumu; ' »



2.

b.vada graudu inspekcijas darbibu, ieskailot komercialu kategoriju noteikSanu 
un saglabaSanu;

c. ekonomiskas analizes noda|as uztureSana, kuras uzdevums b'Utu 
(neaprobezojoties tikai ar to) nodroSinat pieprasijuma/piedavajuma prognozi, 
atskaites par siluaciju graudu nozare un prognozes, ka arl citus svarigus datus, 
kas ncpiecicSami graudu strateg* ijas izstradaSanai un ietekme zeinniekus, ka art 
parstradalajus;

d. strateg1 iskas rezerves politikas vadiSana, ka to noteikusi Lauksaiinniecibas 
Ministrija;

e. kvotu un tarif u politikas vadiSana, lea to nosaks likums vai LM;

f. lauksaimniecibas programmu vadiSana, ka to nosaka likums vai LM;

g. paterina apmierinujuma programmu vadtsana, ka to nosaka likums vai LM;

h. valdibas iikumu un lemumu administre§ana, kuri aizliedz fiksetas cenas 
graudu rupnieciba (kamer top pieejami vispareja likumdo^ana un 
nodroJSina.^anas mehanisrns).

LB darbibu finalise LM budzels vai tie, kuri izmanto biroja pakalpojtimus. 

"Latvijas dzirnavu" loma un funkcijas.

LD ietilpst visi komercialie uznemumi, kas paSlaik apvienoti LL. 
LikumdoSana noteiks, ka 1. posma katrs uznemums tiks parveidots par akciju 
korporativu vienibu (korporalizelu vai komercializelu). 2. posma uznemums pariet 
privaUija scktora.

Akcijas korporalivos uznemumos tures holdinga sabiedriba Lalvijas valdibas 
varda. Holdinga sabiedribu veidos Direktors Rikotajs un Direktoru Vakle, ieskaitot 
victcjos un arzemju graudu lirdzniccibas, parstradcs (partikas un lopbartbas) un 
maizes cepSanas specialistus. Valde atbild Lauksaiinniecibas Ministrijai.

Fdeala siluacija holdinga sabiedribas Direktors Rikotajs ir latviski runajos's 
specialists ar lielu komercialas vadiSanas pieredzi tirgus ekonomika, ieteicams graudu 
rupnieciba. Viiiam algu varetu maksat donora organizacija. Neliels specialism Stats 
veiklu holdinga sabiedribas darbu. Lidzekjus vietejo un arzemju specialist!) algoSanai 
un administreSanai var lugt no donoru fondiem.

Holdinga sabiedribai bus icrobeZots eksistences ilgums - lidz laikam, kamer 
visi kojnercialie uznemumi bus privatizeli. leleicams, )ai privarizacija.s process bOIu 
pabeigts ne velak ka lidz I996.g. decembrim.



Holdinga sabiedriba neveiks komercialu tirdznieclbas darbibu. Tas funkcijas 
ietilps:

a
a. noteikt un realize! visparejo komercialas darbibas politiku korporaciju 
uznemurnos;

b. pieneml darba un atlaist korporaciju uznemumu direktorus; 

c. dot padomu un sniegt apmacibu korporaciju uznemumiem;

d. izstradat un realizet strategiju korporaciju uznemumu paradu kartoSanas 
problemu risinaSana;

e. konlrolet visus LD apvienotos komercialos uznemumus;

f. veikt vai ari pasullt ikgadejas korporaciju uznemumu revizijas;

g. veikt razoSanas analizi, iesakot korporaciju uznemumu parveidoSanu 
attiecigos ekonomiskos grupejumos un veikt citus sagatavoSanas darbus, pirms 
tie tick piedavati pardoSanai privataja sektora;

h. vest sarunas par korporaciju uznemumu pardoSanu privatajam sektoram 
(galigo lemumu par pardoSanu pienem Lauks. Min.);

i. privatizacijas plana sagalavoSana; 

j. privatizacijas plana realize^ana.

Sagaida, ka visi korporaciju uznemumi darbosies tirgus ekonomikas apst«lk|os, 
un tada ccnu noteik.^ana, ka paSlaik, tiks aizliegta ar likumu. Situacijii, kad Irflkst 
nacionalo likumu, tai jabul da|ai no LD holdinga sabiedribas komercialas darbibas 
politikas. (^iidain aizlicgumam jabtit iclverlam ari graudu tirgus likiiinii, kas tiks 
aizstals ar visparcju komercijas likumu pret fikselu cenu noleikSanu.)

Katra korporaciju uznemuma direklors ir atbildigs par visiem vadibas 
Icinuuiiem, tadicm ka graudu iepirk^ana (ieskaitot komercinln importu), graudu 
malsana un cenu noleikSana saraiotajiem produktiem, ka ari personala piene&ana 
darba un atlaisana. Kalrs uznemums tick pakjauts LD parbaudei.

K Valdibas yruudu

Graudu programina, kas regulclii inaksajumu i/.daiiSanu zemnickirm 1993. 
gad;], ir varbiil pal.s bDUskiikais Lauks. Min. polilika.s j.iutajinns pMnoSanas 
J7.strada.sana un rcalizcJSana uznemumiem, kas privatizacijas procesa I. posma 
izvcidoli ka korporaciju u/.ncmtiini. Iclcicams, ka Lauks. Min. pabeiglu programmes 
projckta izs(rada.s'anu !idz 15. jQnijam un irgatava reaUzeSanai pirms 1993. gada razas.
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Strateg'ijas jautajumi, kas jaizlemj pirms zemnieki uzsak graudu pardoSanu, 
ietver albalsta cenu, ja tada paredzeta, importa /eksporta kontroli, ja tada paredzeta, 
pardosana un citi koncesionara graudu krajuma izmantoSanas veidi.cenu izlidzinaSanas 
ierobezoSana valsti, piem., vai valdibai jaturpina subside! 
transports izdevumus?

Latvijas valdibas svarigakas rOpes Sodien ir esoSo maksas'anas mehanismu 
noardisana, kad jauni vcl nav izvcidoti, tin tas ielekme graiidu politiku. Situiicija k|ust 
nopielna Saja gada, sakara ar drizajam veleSanam, smago paradu nastu graudu 
dzirnavam, realizacijas variantu trukuinu, pirceju rOpem.ko rada zema pirktspeja, un 
programmas iemiesoSanas gaita aizvien pieaugoSo priekSlikumu un pretinieku skaitu.

Uz lirgus pamata veidotajas Rietumu ekonomiskajas sislemas lidzek|us var 
vicgli ai/.neintics, izmantojot iekila^anai graudus un miltus. lemesls - ka tie ir viegli 
parvcrSami skaidra nauda. Piemeram, Moodys un Standard un Poors neiek|auj sava 
normalo paradu analize korporalivo kreditu reitingus, istermina aizneinuinus, ko 
garante graudi un milli.

Tomer, atslega istermina finanseSanas kapitala nodroSina&anai ir pienaciga 
reguIejoSa kontrole, lai nodro&inatu So krajumu kvantitati (noverslu zagSanu) un 
kvalitali (novcrstu bojaSanu). (Mums ir stastits, ka sistemas Sis nepiecie^amas 
kontrolcs veik^Sanai ir, vai ari var likt alri raditas.)

Sada kontroles sislema dos aizdeveja iestadei nepiecieSamas garantijas tin 
samazinas vai pat licla mcra likvides risku.

Paslaik vietejas bankas nav spejigas sniegt kreditus. Tade| Sads melianisms ir 
jaizveido isa laika. Ir iespejams, ka tadas institucijas ka Pasaules banka vai 
Starptautiskais Valutas Fonds varetu sniegt Sadu istermina kredilu. Papildus lidzek|i 
rub|os, ko iegust no koncesionara graudu importa var bOt pielietojami Sim nolfikam.

Kad zinams lidzek|u avols, ir daudz veidti ka So naudu nodot zemniekicm un 
faktiski nodroSinat aiznctnuma atmaksfi^anu.

Virzotics uz lirgus sislemu graudu tirdznieciba, lauksaimniecibas programma, 
lidziga ka ASV, bus atbalsts kreditu programma!, kas balstas uz iekitatiem graudu 
krajumicm. §ada programma:

a. dos zemniekam naudu raias novakSanas laika;

b. samazinas risku ciest zaudejumus, kas cejas no neiekilatiem graudiem;

c. realizes "briva tirgus" principus.

Programme var likt ari izmanlola, ja velas, lai sniegtu papildinajumu zemnieka 
ienfikumiem, subsidcjol iiincni, kfrla Jo noloicis Parlamenfs.
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ASV graudu programmes butiba ir ta, ka valdfba sniedz atbalstu, nosakot 
cenu, par kadu fermeri var sanemt aizdevumu, ko nodroSina ar saviem graudiem. Ta 
zemnicks var sanemt skaidru naudu razas novakSanas laika, bet nav spiests pardot razu 
laika, kad tirgus cenas var but viszemakas.

Zinama laika perioda zemnieks var izveleties pardot graudus par dominejos'o 
tirgus cenu, nomaksat aizdevumu un izmaksas, kas ar to saistitas, paturot starpibu. Vai 
ari nodol graudus ties'! valdibai par garantctu aizdcvuma cenu.

Guranlcto aizdevuma cenu parasti nosaka zem prognozejamas tirgus cenas. 
Biezi to nosaka procentuali zem videjam razoSanas izmaksam. Tadejadi prasmigi 
fermeri tick stimuleti turpinat razosanu, kamer neprasmigi - ieguldit lidzekjus citur.

Prakse dazas valdibas veic cenu noteiksanu ar zinamu inerki, lai dotu 
subsidijas virs vai zem prognozelajam vai valdoSajatn tirgus cenam, virs - kur 
papildus ra/.oSana ir vclama (piem. kvieSi), un zem prognozetam vai valdoSajam tirgus 
cenam par precem, kas sarazotas vairuma (piem. rudzi). Ja cena noleikta virs tirgus 
cenas, starpiba veido valdibas subskHju.

l r . Sa}>ut:ivo dctJili/ctu privatizricijas pliinti

LD lioldinga sabiedriba ir albildiga par privalizficijas plana izstrada^aiui un 
rcalizesanu. leleicams planii pabeigt 1. julijfi, lai to izskatitu Ministrti Padome.

Ir butiski, lai liklu radita lauksaimniecibas strategija un tirgus vide Sai nozarc: 
pinns nolick faktiska kuiporacijti uzncmumtt piivalizncija.

Uznemumiein jazin, kadi likumi nosaka to darbibu, pirms lie iegulda lidzekjus. 
pGrkot kapilalu. Arzcmju icgulditaji r.clems par ieguklijiimu, ja nozares slrate^ija 
ncbus labi nodroSinata.

F'rivatizacijas plans ictvcrs:

a. rckomcndctajam LIJ uzncmumu grupam, kas varelu tikt pardotas 
kopa, veidot koincrciali dzivolspejigu vicnihu;

b. pardosanas veiclu varict no akciju pardoSanas izsole lidz kapitala nodo^inai 
bcz niaksas ra/olaju kooperaliviem;

c. ieteicamie pardoSanas termini - iespejams, ka plans rekomencles agraku 
pardoJSanu sektoros, kur jau pastav konkurence (maizes cepluves) un novilcinas 
tur, kur ta ir ierobezota (miltu malSana).

d. pirceji, kam dodama priekSroka;
e. ipa^i pardosanas nosacijuir.i, piem., adaides, atlikti maksajtimi utt.;
f. privatizacijas komisiju veidoSana (ja tadas tick veidotas) un to pienakumi;
g. LD lioldinga sabiedribas pienakumi privatizacijas procesa;
h. vadibas apmauihas plans un realizeSanas veidi.
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KOPSAVILKUMS

A. Petljuma mcrki un uzdevumi

Lablbas nozares petljuma otra posma uzdevumi ir pabeigt nozares strukturas, funkciju 
un darblbas novertejumu, ka arl sagatavot rekomendacijas valdibai par vispiemerotaka 
privatizacijas ce|a izveli un atbalstft citus ar privatizaciju saistltos pasakumus, ko veic 
vietejie konsultanti.

B. Noverojumi un sccinajumi

Visas lielakas labibas malSanas un kombinetas lopbaribas razoSanas apakSnozares ir 
butiski svarigas tautsaimniecibas sastavdajas, kas tada vai citada forma tuvakaja laika 
butu jasaglaba. PastavoSajos valsts lopbaribas un labibas malSanas uznemumos ir 
ieverojami jaudas parpalikumi. Bet tuvakaja laika vairums uznemumu vares darboties i 
ar nepilnu jaudu uz pozitivas naudas plusmas pamata, jo arpusraioSanasJzmaksas vr.' 
minimalas. «. (crvHA Wj 
Valdibai butu atri japrivatize visi labibas parstrades uzpemumi. Uznemumu 
samazinaSana un parstruktureSana bJrttt jaatstaj jauno IpaSnieku zina un butu javeic 
normalas komercdarbibas apstakjos. Tadejadi tik/^samazinata vajadzlba pec 
trucigajiem valdibas resursiem un iznakuma li\& ieguti dzivotspejigi uznemumi, kas 
spetu apmierinat valsts vajadzibu pec lopbaribas un miltiem par pienemamam, 
konkurences noteiktam razoSanas izmaksam.

Ja valdibas merkis ir nodro§inat valsts pa5apgadi ar labibu, butu jasaglaba visi esoSie 
valsts lablbas glabaSanas uznemumi, bet jaunu elevatoru celtnieciba nav nepieciesama. 
1992. gads, valsts sektora samalto miltu un lopbaribas apjoms bija mazaks neka 
Latvija atrodoSos valsts elevatoru jauda. Vesturiskais labibas vajadzlbas limenis 
cilveku paterinam iekSzeme ir apmeram puse no pieejamas valsts elevatoru jaudas. 
Bez tam, lielas labibas uzglabaians jaudas ir arl privatajas fermas, tas varetu tikt 
izmantot lopbaribas uzglabaSanai.

Lidz 1993. gada razai butu janodroSina komercaiznemumu nemSanas iespeja iekllajot 
labibu un lidz ar to jasamazina valdibas izdevumi. Valdibai butu jaapzinas, ka 
maksligi augstas lablbas cenas razas laika bus gi.'Qti uzturamas ilgaku laika posmu. 
lekSeja tirgus spekiem ir jabut par galveno lablbas cenu ka arl miltu un lopbaribas 
parstrades cenu noteikSanas kriteriju.
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Daudzu lopbaribas un miltu razoSanas uznemumu paradi, ar daiiem iznemumiem, 
parsniedz samerigus apjomus, un tie butu uzskatami par nodevam privatizacijai. 
Privatizacijai ievelkoties, ar paradiem saistito jautajumu risinaSana varetu k)ut vjll ~^> 
sare2gitaka. Vairuma uznemumu ari joprojam ir parak daudz stradajoSo. Lai 
nodroSinatu nozares efektivu darbibu, nakotne bus jajftas pifc vai ny^ uznemumu —^. 
slegSanas vai to jaudas samazinasanas.
Ir sasniegts ieverojams progress Latvijas labibas agrako reguletaj- un apkalpotfjoSo 
funkciju parstruklureSana. Jaunajai strukturai- Labibas birojam- pieSkirtas funkcijas, 
kas atbilst uz konkurences pamatiem balstita labibas tirgus izveide? Tam nav noteiktas ^ 
Latvijas labibas parzina biju§as autoritatlvas, kartelizetas uznemumu vadibas 
funkcijas, kas noteica Latvijas labibas monopoldarbibas iespejamibu. Tomer nav 
lietderlgi, ka centienus izveidot valsts pakalpojumu a^enturu privatas labibas 
tirdzniecibas attlstlSnai un veicinaSanaL ve! joprojam realize ar administrative un 
HkumdoSarft procesu palidzlbu. '

Autoru grupa ir nopietni uztraukta par to, ka uznemumu vadibas uzraudzibas 
funkcijas, kuras agrak veica Latvijas labiba (kaut ari nepareiza veida), pedejos 
meneSos atstatas pilniga novarta. Lidz tam laikam, kamet valdlba patur IpaSumtiesibas 
uz nozares uznemumiem, tai ir jarupejas ari par So firmu stavokli un darbibu. 
Saglabajoties stavoklim, kad Sis kontroles funkcijas netiek veiktas, seviSki, ja nenotiek
atra privatizacija, 
zaudejumi valstij.

nakotne varetu rasties nevelami rezultati un ari ieverojami

Jaunie vadibas parraudzlbas kriteriji un procedOra jaievieS atsevigki katra uznemuma, 
un tiem jabalstas uz pasaules standartiem atbilstoSiem gramatvedibas un revlzijas 
zinojumiem un naudas plusmas analizi. Tie jaformule, jaievieS un japarrauga, lai 
veicinatu konkurenci individual firmu vidu un paatrinatu privatizaciju.

C. RekomcncJacijas

1. Nekavejoties vajadzetu ieviest likumus, kas noraditu mehanismu, pec kura
vadoties nozare tick pieSkir{as reguletaj-un apkalpes funkcijas. Sajos pai$os ^ 
likumos jaietver an mehanisms tirgus konkurences radiSanai.

2. Nekavejolies vajadzetu ieviest vadibas uzraudzibas sistemu visiem
pastavoSajiem labibas .n labibas parstrades uzriemumiem. So darbu jakoordine 
lauksaimniecibas ministra vietniekam. Pirmkart, visos labibas nozares 
uznemumos javeic revlzija un naudas plOsmas analize atbilstoSi 
starptautiskajiem standartiem. §i darba, ka ari parraudzlbas funkciju 
izstradaSanai un ievieganai butu nepiecieSama donorvalstu tehniska palidziba.

Nekavejoties jaievies" labibas kvalitates kategoriju un standartu sistemu, kas 
atbilstu starptautiskajiem kriterijiem. Bez §iem standartiem Latvija nevar 
eksportet labibu ^atfr starptauLski atzitiemJirgie^^S^a darba butu -^ 
nepiecieSama donorvalstu tehniska palidziba.

Turpinat Labibas biroja ka reguletaj- un pakalpojumu a^enturas attistiSanu, lai 
atbalstitu uz konkurences pamatien balstita tirgus radiSanu un darbibu. 
PriekSroka dodama Sadam jomam:



8.

9.

a.

b.

EsoSas ekonomiskas informacijas, situacijas un uzskatu, pieprasijuma 
un piedavajuma bilances sagatavo§anas un atskaiSu sniegSanas 
stiprinaSana;

c.

d.

Ikmenji&a zipojumu sagatavoSana un publiceSana par valsts un 
"sabiedriskajos" elevatoros uzglabatas labibas daudzumurun 
sadalijurnu- valsts rezerve un humana palidziba- ^Unpnvatajiem ~> 
krajumiem;

Starptautisko kvaiitates kategoriju un standartu pienemSana un 
ievieSana visos valsts labibas elevatoros, lai nakotne veicinatu 
paSraZotas labibas eksportu;

abibas tirdznieclbas un uzglaba§anas re^istrScijas un licenzeSanas 
kartibas ievieSana;

Uzskaitlto pasakumu veik^na Joti noderiga varetu izradfties donorvalstu 
tehniska palidziba.

Pec iespejas atrak ieviest viemUabibas nozares privatizacijas likumu. L.ikuma 
butu jaB^a^auzraudzftaVuzKonkurenci balstita konkursa izsludinaSanas - 
procedura visu agrak ar Latvijas /abibu saistito uznernumu pardo§anai.

Cik vien atri iespejams butu javeic miltu malSanas un lopbaribas raioSanas 
uznernumu un elevatoru privatizacij3. Konkursa pieteikumi japieprasa no pec 
iespejas plaSaka vietejo un arvalstu iegulditaju loka. Konkursa dokumentu 
sagatavoSana un priekSlikumu izskatiSana ir nepiecieSama donorvalstu tehniska 
palidziba.

1 993. gada ra2as sezona jaievie§ komercaizdevumu programmu zemniekiem, 
par kilu izmantojot jauno raiu. Tadejadi samazinasies vajadziba pec jau ta 
ierobezotajiem valdibas lidzekjiem liela labibas daudzuma iepirkSanai raias 
laika un jau iepriekS tiks savakta informacija par vietejiem labibas resursiem, 
kas bus pieejami maizes labibas vajadziBas^nodroSinaSanai.

Jaformule valdibas ilgtermina merki privatizacijas joma.

Janosaka privatizejamo Hdzekju juridiska definicija vel pirms uznemuma 
izvirziSanas pardoSanai. PaSreizejas konceptualas neskaidribas jautajuma par 
IpaSnieka tiesibam un pienakumiem un_rjarvaides.tiesibam un pienakumierrif- 
tas Sobrid izraisa neskaidribas jautajuma par IpaSumtiesibam uz HdzekjienV 
nedrikst tikt izmantotas ka attaisnojums atliktai uznernumu privatizacijai.
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l.NODALA 

NOZARES STAVOKLIS LlDZ 1992.GADAM

Pielikuma A ir iekjautas tabulas, kas parada labibas parstrades nozares 
stavokli iaika perioda no 1989. lidz 1992.gadam. Straujais kritums lopbaribas 
razoSanas sektora no 1.6 miljons tonnam gada Iaika perioda pirms 1989.gada 
lidz pat 600 000 tonam 1992.gada attelo straujo austmmtirgu pieprasijuma 
samazinaSanos pec gajas un piena produktiem. Aptuveni aprekinata 
paSreizeja valsts sektora lopbaribas rafcoSanas vajadziba 1993.gada ir nepilnas 
300 (XX) tonnas. Lielaka §i apjoma daja ir paredzeta cuku un putnu baroSanai.

Lidz 1990.gadam lopbaribas proteina piedevu iepirkums videji sasniedza 
210 000 tonnas gada. 1991.gada tas samazinajas lidz 157 500 tonnam un 
i992.gada lidz pat 54 000 tonnam. Lidz 1991.gadam importeto proteina 
piedevu procentuala attieciba pret kopejo saraJotas kombinetas lopbaribas 
daudzumu bija aptuveni 13 procenti. 1992.gada §i procentuala attieciba 
samazinajas lidz pat 9 procentiem.

Valsts sektora raioto miltu apjoma samazinaSanas nav tik strauja ka lopbaribas 
razosanas samazinaSanas. Ja lidz 1991.gadam valsts sektors videji gada 
sarazoja 380 000 tonnas miltu, tad 1992.gada - 260 000 tonnas. Tas parada 
pateretaju pirkLspejas straujo samazinaSanos, kas saistita ar cenu liberalizaciju 
un darbavietu zaudeSanu pilsetas, ka ari ar letaku miltu importa palielinaSanu 
no Latvijas kaiminvalstim. Ja 1992.gada rudzu un kviegu miltu ra2o§ana 
samazinajas attiecigi par aptuveni 30 un 40 procentiem, tad putraimu un citas 
maltas labibas produktu ra2o§anas apjoms gandriz neizmainljas.

Statistikas dati rada, ka Iaika perioda no 1988.gada lidz 1990.gadam Latvijas 
miltu eksporta apjoms svarstijas no 40 0(X) lidz 80 (XX) tonnam. 1991 .gada 
miltu eksports samazinajas lidz 13 (XX) tonnam un 1992.gada tika pilnigi 
partraukts.

Lopbaribas razoSanas nozares gada jauda ir gandriz 2 miljoni tonnas. 
Faktiskais raioSanas limenis nozare 1992.gada bija zemaks par 30 procentiem, 
svarstoties no 4.9 lidz 72.8 procentiem.

Miltu razoSanas nozares gada jauda sasniedz gandriz 450 000 tonnas. Tas ir 
pietiekams apjoms, la? apmierinatu lidzginejo pieprasijumu pec partikas 
miltiem. 1992.gada nozare izmantoja 50 procentus no tas razoSanas jaudas. 
AtseviSku uznemumu raio§anas apjoms svarstijas no 71.5 procentiem no 
kopejas jaudas lidz pat 38 procentiem.



Straujais lopbaribas un miltu raioSanas kritums 1992.gada rada, ka pirms 
privatizacijas valdlbai lievajadzetu veikt jaunus ieguldljumus jau esoSajos 
uznemumos. Lietderigak butu pardot uznemumus tadus, kadi tie ir paSIaik, 
Jaujot jaunajiem ipaSniekiem veikt nepiecieSamos ieguldljumus.

Valsts sektora faktiski saraiotais lopbaribas un miltu apjoms 1992.gada 
(581 000 tonnas lopbaribas un 230 000 tonnas miltu) ir mazaks par 
iespejamam labibas uzglabaSanas jaudam, kas sasniedz aptuveni 860 000 
tonnas. Pirms 1992.gada vietejo partikas graudu paterinS svarstijas no 
400 000 Hdz 450 000 tonnam gada. Sis apjoms ir apmeram puse no 
glabaSanas jaudam, kas pieejamas valsts elevatoros.

PaSlaik Latvija bijugo kolhozu un valsts saimniecibu privatizacijas rezultata 
veidojas nelielu zemnieku saimniecibu veidota decentralizeta 
lauksaimnieciskas raio^anas struktura. Tas parada, ka nakotne zemnieki 
graudu uzglabaSanai un lopbaribas miltu raioJSanai daudz intensivak izmantos 
saimniecibas jau esoSas graudu glabatuves un jaunas, nelielas, lokala meroga 
lopbaribas raZctnes. Tadejadi mes uzskatam, ka jaunu valsts graudu 
uzglabaSanas iekartu celtnieciba paSlaik nav nepiecieSama.

I
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2 NODALA

UZ KONKURENCES PAMATIEM BALSTlTA TIRGUS ATTlSTWA 

A. Nozarcs rcorganizacija kop§ 1993.gada janvara

l.posma zinojuma, kas sastadits 1993.gada l.februarl, mes ieteicam bijusas 
"Latvijas labibas" (LL) funkciju pardaliSanu un nodoSanu divam atseviSkam 
vienlbam - Labibas birojam (LB) un "Latvijas dzirnavas" (LD).

"Latvijas dzirnavas" iekjautu sevl visus LL raioSanas uznemumus, kas veidotu 
pagaidu akciju sabiedribu. §1 akciju sabiedriba darbotos lldz tarn bridim, 
kamer visi raz"o§anas uznemumi tiktu privatizeti. "Latvijas dzirnavu" 
iepriekSparedzetas funkcijas bija uznernumu uzraudzlbas nodros'inas'ana un 
privatizacijas planu sagatavo§ana un rea!ize§ana. Valdiba tomer nolema 
neveidot LD. Tai Skita, ka Sadas kompanijas izveidoSana veicinas valsts 
IpaSuma saglabaSanu, t.i., tiegi to, ko valdiba grib likvidet.

Valdlbas lemums neveidot LD ir radijis situaciju, ka netiek veikta uznemuma 
vadibas uzraudzlba. Sis jautajums ir nekavejoties jarisina. Valdibai, kas ir 
paSreizejais IpaSnieks, ir regulari jauzrauga uznernumu darblba, lai 
nodroSinatu to pareizu vadibu. Gadijuma, ja tas netiek darits, nopietnas sekas 
var rasties ne tikai uznemumiem, bet arl valdibai. LD izveidotu kontroles 
mehanismu, kas sniegtu valdibai (ka uznemuma IpaSniekam) paSreizejas 
darbibas parskatu. LD varetu ari noteikt darbibas nepilnibas to agrlnaja 
stadija, tadejadi palidzot vadibai veikt attiecigus pasakumus to noverSanai. 
§ads kontroles mehanisms ir ipa§i svarigs gadijuma, ja nenotiek tuliteja 
uznernumu privatizacija. Sikak Si funkcija ir apskatita otras noda|as C. da|a.

Labibas birojs tika izveidots un tas pilda tris galvenas funkcijas:

1. atbalsit valsts labibas politikas izstradaSanu un nodroSinat tas 
ievie§anu;

2. labibas tirgus darbibai nepiecieSamas kontroles reguleSana un 
nodro^inaSana;

3. savac un izplata informaciju uz konkurenci balstlta labibas tirgus 
darbibas atbalstlSanai.

Tai skaita §is funkcijas ietver ari sekojo§os konkretos darbibas virzienus:

1. parraudzit noliktavas glabatos krajumus (gan to kvantitati, gan 
kvalitati);

2. nosaka un parvalda klasifikacijas kriterijus;



3. vada valsts graudu rezerves programmu;
4. uztur ekonomiskas analizes departamentu, kas sniedz lauksaimniecibas 

politikas un programmu sastadiSanai nepiecieSamo informaciju, nosaka 
graudu piegades un pieprasijuma bilanci un sniedz informaciju 
zemniekiem, tirgotajiem un parstradatajiem par paSreizejam graudu 
cenam un apjomu;

5. parvalda kvotu un tarifu politiku;
6. sniedz rekomendacijas uznemumu privatizacijas jautajumos;
7. ievieS labibas tirdzniecibas likumu;
8. izsniedz licenzes firmSm, kas nodarbojas ar graudu tirdznieclbu;
9. sniedz arbitraias pakalpojumus labibas nozarei;
10. ievieS valdibas labibas politiku un programmas.

Nav skaidras paSreizejas attieclbas starp dafcadam labibas parstrades firrnam 
un LB. Skiet, ka Lauksaimniecibas ministrija sagaida, ka LB bus atbildlga par 
miltu un kombinetas lopbaribas raioSanas uznemumu parvaldes uzraudzlbu. 
Tomer, Sis darbibas virziens nav skaidri attelots paSreizejos LB statutes, ka ari 
LB riciba nav personala, kas nepiecieSams uzraudzlbas funkciju veikSanai. 
Mes esam ciesi parliecinati, ka LB ncvajadzctu picskirt vadlbas 
uzraudzibas funkciju. Ja tas tiks izdarits, tad bus apSaubamas ta spejas 
vienlaiclgi darboties ka valsts regulejo§ai un pakalpojumu a^enturai un ka 
objektivai informacijas sagadatajai, kas nepiecieSama graudu tirdzniecibas 
privata sektora atbalstlSanai un veicina§anai. Pie tarn, LB saglabas koncerna 
"Latvijas labiba" slikto slavu, kas tika likvidets dej ta, ka tas ienema 
monopolstavokli labibas nozare.

D. Labibas tirgus likumdosana un notcikumi 

1. Labibas tirgus likumdosana

Likums par labibas tirgu, kas nesen tika iesniegts parlamentam, satur galvenos 
nosacijumus, kas nepiecieSami LB pienakumu realizeSanai. Pie tarn, Sis 
likumprojekts iedibina strukturu, kas nodroSinas li^konkurences balstita -=? 
labibas tirgus funkcioneSanu. Liels laika posms tika veltits §1 likumprojekta 
izpetei, ta nosacljumu izvertejumam, ka an iespejamo negativo seku 
apsprieSanai ar dazadiem nozares parstavjiem. Likumprojekta autori bija Joti 
pretimnakoSi sniedzot mums detalizetaku likumprojekta izskaidrojumu, ka ari 
labprat uzklausija un nema vera musu ieteiktas izmainas. Darba grupa 
sagatavoja komentarus un iesniedza tos valdibai un parlamentam. Sie 
komentari ir iekjauti Pielikuma B.

Mes ceram, ka So likumu parlaments pienems pirms ta darbibas partraukSanas 
maija sakuma. Ta pienemSana paSlaik ir butiska, jo tuvojas veleSanas un razas 
novakSanas laiks. Ja likums netiks pienemts, tas var izraislt luzumu tirgu, ka 
ari nozarei nepiecieSamas koordineSanas un pakalpojumu trukumu. Ta 
ievieSana, kam ir nepiecieSams ilgs laika posms, radis konkuretspejiga tirgus 
darblbai nepiecieSamos apstakjus, kas veicinas nozares privatizaciju.



2. Labibas tirgus notcikumi

Konsultantu grupas darbibas laika sarunas ar attiecigam valdibas 
amatpersonam tika detalizeti apspriestas un izvertetas LB regulejoSas un 
pakalpojumu funkcir Musu komentari un secinajumi ir izkiastiti zemak.

a. Graudu klasifikacija un standard

Valsts klasifikacijas sistema, ko parvalda LB, ir izveidota un 
funkcione. Ta sniedz nozimigu infrmaciju par faktoriem, kas ietekme 
kvalitati un galejo cenu. Ta ir lidzlga iepriekSejai sistemai, kas 
darbojas bijuSaja Padomju Savienlba. Tomer, no nozares parstavjiem 
mes esam dzirdejuSi, ka Si sistema nesniedz adekvatu priekStatu par 
graudu kvalitati, ka ari pilniba neatbilst starptautiskajiem standartiem. 
Tadejadi, paSreizejie standarti visiem labibas veidiem butu detalizeti 
japarskata un japarveido atbilstoSi starptautiskajiem standartiem. 
Atbilstiba starptautiskajiem standartiem ir |oti butiska, lai veicinatu 
vietejas labibas eksporttirdzniecibas attistibu nakotne.

Pie tam, ir jaievieS tada parbaudes kartiba, kas jaus kvalitativak un 
atrak noteiki lipekju saturu graudos. Tadejadi parstrades uzijemumi 
saijems vienadas kvalitates produkciju un bus izstradata metode 
kvalitatlvaku graudu raiotaju papildus atalgoSanai. Viens rto 
iesakamajiem analizes veikSanas veidiem §is informacijas ieguSanai ir 
proteina satura noteikSana izmantojot infrasarkanos starus. Sadas 
iekartas cena nav parlieku augsta, un Isa laika to var apmaksat 
izmantojot lietotaju nodevas.

b. Labibas ickartu parraudziba (kvantitatc/kvalitatc)

LB svariga funkcija ir nodro§inat, lai uznemuma labibas uzglaba§anas 
iekartas (graudu elevatori) pareizi parraudzitu vipu riciba esoSos 
krajumus. Ta ka Sis iekartas tiks privatizetas, tas darbosies ka 
sabiedriskas noliktavas (licenzejoSa kontrakta ar valdibu ietvaros), kas 
sniegs uzglabaSanas un kondicioneSanas pakalpojumus dazadiem vinu 
izveletiem klientiem (gan privatiem, gan vals*s).

Sniedzot §os pakalpojumus, glabaSanas uzpemumu parstavji ir atbildigi 
par sabiedrisko "pateretaju" - t.i., valdibas (rczerves), zemnieku vai 
labibas tirgotaju, graudu kvalitates un kvantitates saglabaSanu. Kad 
uznemumi tiks privatizeti, tad tiem ir jadod iespeja izveleties - sniegt 
Sos "sabiedriskas" graudu glabaSanas pakalpojumus vai ne. Ja vini 
nolemj sniegt Sos pakalpojumus, tad tiem ir attiecigi jabut LB 
licenzetiem (licensed and bonded). Ja vini sniedz Sos pakalpojumus, 
tad maksas tarifi ir japublice, tiem ir jabut pamatotiem, un 
konkuretspejigiem attieciba pret lidzigiem pakalpojumiem.

V



LB ir atbildigs par "sabiedriskajas" noliktavas glabato graudu krajumu 
pareizu saglabaSanu, lai nodroSinatu, ka to ipaSnieks jebkura laika var 
sanemt atpakaj atbilstoSas kvalitates un apjoma graudus. Pie tam, ir 
jarada situacija, ka §os krajumus graudu ipaSnieki var izmantot ka kilu, 
kas nepiecieSama komerciala aizdevuma sanemSanai. Viens no 
veidiem, ka to varetu sasniegt, ir izstradats Il.nodajas D.punkta, kas 
apskata lauksaimnieclbas programmas.

c. Informacijas un ekonomiskas analizes veiksanas 
pakalpojumi

Preclzas informacijas savakSana par vietejo situaciju lablbas nozare un 
parskata zinojuma sagatavoSana ir Joti butiska uz konkurences balstita 
lablbas tirgus pareizas darbibas nodros'inas'anai, piedavajuma un 
pieprasljuma bilances sagatavo§anai, ka ari valdibas lablbas politikas 
izstradaSanai. Turklat, lai pareizi novertetu Latvijas situaciju, ir 
jaizpeta un jaanalize ari informacija par citiem pasaules regioniem, 
ijemot vera to iespejamo ietekmi uz Latviju.

PaSlaik lablbas nozares statistikas datu savakSanu un anallzi nacionala 
meroga veic LB, bet ta riciba eso§as datu savakSanas un analizes 
jaudas ir |oti nieclgas. Likumprojekts par labibas tirgu pilnvaro LB So 
funkciju veikSanai, kas musunrat ir lietderigi. Bet, kamer jaunais 
likums nav pienemts, Sai strukturai paJilaik vek nav pilnvaras parveidot 
jau esoSos valsts graudu glabaSanas elevatorus atbilstosi kartejam 
informacijas pieprasljumam. Jauna likuma prasibu nodro§ina§anai var 
but nepiecieJ>ama ari c'vilsodu sistema, ko pielietotu 
zipojumu/informaci.ir^ nesniegSanas gadijumos.

Valdibai butu japieSkir prioritate LB ekonomiskas informacijas un 
analizes funkcijai. To vajadzetu skaidri definet ka vienigo oficialo 
informacijas avotu par labibas tirgu. Informacijas objektivitatei ir 
jabut juridiski aizsargatai. Lai apmierinatu uz konkurences balstita 
tirgus informativas vajadzibas, LB vajadzetu ik menesi informet 
sabiedribu par labibas krajumu apjomu visos valsts un "sabiedriskajos" 
elevatoros, uzradot krajumu sadalijumu -- valdibas paSmaju krajumi, 
valdibas parvalditie humanas palidzibas krajumi, un privata ipaSuma 
esoSie krajumi. Lai nodroSinatu Sis paplaSinatas funkcijas izpildiSanu, 
ir japalielina darbinieku skaits un jaiegadajas papildus kompjuteri, ka 
ari janodroSina apmaciba, kas nepiecieSama datu savakSanas, analizes 
un zinojumu sagatavoSanas funkciju veikSanai.

d. Firmu lizcnzcSana/rc^istrc^ana

Balstoties uz ASV un citu valstu pieredzi, mes uzskatam, ka pareiza 
graudu uzglabas'anas firmu licenzeSana un/vai re*istreSana, kurai nav 
nepiecieSamas parmerigas administrativas izmaksas vai noteikumi, var



sniegt nozarei bQtiskus pakalpojumus. Vislietderigak butu, ja So 
funkciju veiktu LB. Tas ir veids, ka garantet tirgus dalibniekiem, ka 
personas, ar kuram vini sadarbojas, ir tieslgas sniegt licenze pieminetos 
pakalpojumus. Ir janodroSina, lai visas iesaistitas personas skaidri 
apzinas liccnzes vai registracijas dokumenta butibu. 
LicenzeSanas/registracijas programmai butu jaiekjauj:

1. labibas tirgotaji — ipa§i tie, kas sniedz pakalpojumus 
raiotajiem;

2. labibas importetaji/eksportetaji;
3. "sabiedriskas"graudu uzglabaSanas noliktavas (elevatori).

LicenzeSanas un regisj^acjas praslbas labibas tirgo'ajiem, ~ 
importetajiem un eksportetajiem balstas uz brivpratigas ievgroSanas 
pamatiem. LicenzeSanas prasibas ir obligatas visiem "sabiedriskajiem" 
graudu uzglabaSanas elevatoru parvaldniekiem, bet tik lie!a mera, lai 
nodro§inatu So glabatavu atbilstibu pastavoSajiem graudu glabaSanas 
noteikumiem, ka an to regularus zinojumus LB par graudu krajumu 
izmainam.

Jebkura gadijuma ir jamegina panakt, lai licenzeSanas un registracijas 
nosacljumi ietvertu pec iespejas rnazak prasibu. Parmerlgi noteikumi 
ierobezos pareiza tirgus darbibu. Pie tam, ir |o(i svarigi, lai butu 
skaidrs, ko valdlba Hcenzeganas rezultata pieSkir vai nepieSkir citam 
ieinteresetajam pusem.

c. Arbitrazas pakalpojumi

Arbitraias dienestu sniegtie pakalpojumi ir |oti vertigi, jo tie palidz 
atrisinat darba konfliktus, neizmantojot dargi izmaksajoSas tiesas pakalpojumus. 
//§os pakalpojumus butu jaorganize un jisniedz paSiem labibas nozares tieSajiem 
dalibniekiem, nevis LB vai kadai citai valdibas agenturai, ta ka pakalpojumu 
izmantotaji parasti piekrit iesniegt prasibu arbitral balstoties uz llguma 
noteikumiem.//

C. Uznemuma vadiba uz konkurences balstita tirgus apstakjos

Privatizejot uznemumus, viena no noteiktajam prasibam bus uznemuma 
vadibas speja darboties uz konkurences balstita tirgus apstakjos. Tomer, ir 
paredzets, ka parejas perioda pirms atseviSku firmu privatizacijas, uz 
konkurences balstiti tirgi jau darbosies. PaSreizejai vadibai bOs jaspej 
darboties So tirgu raditajos apstakjos.

Vainims no paSreizejas uznemumu vadibas personala jau ilgaku laiku ir 
stradajuSi sava amata. Daudzi no viniem ir profesionali kvalificeti, bet viniem 
nav pieredzes vai ari joti nieclga pieredze jautajumos, ka darbojas uz 
konkurences balstits tirgus, ka ari starptautiskiem standartiem atbilstoSas 
gramatvedibas un cUu darbibu nosakoSu lemumu pienemSanas metozu
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izmantoSana. Valdibai, izmantojot tas parraudzibas tieslbas, kas minetas 
H.nodajas A.punkta, butu japieprasa visiem uznemumiem, lai tie jau pirms 
privatizacijas parveido to gramatvedibas sistemu atbilstoSi straptautiskiem 
standartiem. Ka pirmais soils butu javeic tulitejs, starptautiskiem standartiem 
atbilstoSs visu uznemumu audits. Katram uznemumam ir jasagatavo 
piemerota bilance un naudas plusmas darbibas parskats. Sie dokumenti var 
but par pamatu Lauksaimniecibas ministrijas parraudzibas funkcijas efektivai 
ievieSanai un vadibas personala apmacibas programmas realizeSanai.

Ka jau mes iepriekS atzimejam, tad So parraudzibas funkciju nedrikst veikt 
LB. $1 uzdevuma veikganai vajadzetu norikot ne vairak ka tris darbiniekus. 
Lauksaimniecfnas ministrijas vietniekam butu jakoordine Sis aktivitates.

Vaditajiem butu jasanem pamatapmaclba, kas nepiecieSama, lai darbotos uz 
konkurences balstlta tirgus apstak|os, ka ari lai attistltu jaunas vadibas 
metodes. Vajadzetu ietvert art saimnieciskas darbibas principu5un etikas "^ 
jautajumus. Sada veida apmaciba ne tikai jaus paSreizejiem vaditajiem 
veiksmigak darboties parejas perioda laika, bet ari sagatavos vipus parejai uz 
privatipaSuma raditam attiecibam, ka ari darbibai uz konkurences balstlta 
tirgus apstakjos. Audita un apmacibas veikSanai, ka ari uznemumu vadibas 
parraudzibas funkcijas izveidoSanai un realize§anai butu jaludz tehniska 
donorpalidziba un palidziba apmacibas joma.

D. Lauksaimniecibas programmes vajadzibas

lepriekSejos gados lauksaimniecibas produktu cenas Latvija tika noteiktas 
centralized un attiecigas amatpersonas bija atbildigas par to, lai zemnieki 
sanemtu samaksu, kas balstita uz raioSanas izmaksam. Tirgus ekonomika 
lauksaimniecibas produktu cenas nosaka tirgus, ko ietekme 
piedavajuma/pieprasijuma faktori un valdibas programmas, kas dajeji attelo 
raz"oSanas izmaksas. Sis programmas var but Joti efektivas daudzo valdibas 
merku sasniegSanas veicinaSana.

Ir skaidrs, ka, lai izpilditu valdibas uzdevumus lauksaimniecibas joma, ir 
nepiecieSama ipa^a lauksaimniecibas programma. Pastav |oti daudz alternativi 
programmu veidi, kas varetu tikt izmantoti iepriekSnoteikto merku 
sasniegSanai. Pielikums C parada tas iespejas, kuras, musuprat, bus efektivas 
daudzu valdibas merku sasniegSanai, vienlaicigi minimali iejaucoties tirgus 
darbiba.

Pielikuma C apskatito lauksaimniecibas programmu nevar ieviest lidz 
1993.gada razas novakSanai. Nav pieejami fondi zemnieku subside§anai. 
Tomer, mes uzstajam, ka valdibai un donorvalstim butu jaizstrada vienkarSa, 
komerciala labibas nozares aizdevumu programma 1993.gada sezonai. 
Aizdevumu programmas pirma prioritate butu nodroSinat pietiekamu partikas 
graudu nodroSinajumu.

Sis programmas ietvaros zemniekiem izsniegtu naudas aizdevumus rafas 
novakSanas laika, ka kilu izmantojot graudus. Lai tas butu reali izpildams,



3. NODA^A
PRIVATIZACSJAS STRAT^IJA LABlBAS NOZARE

A. Valdibas merju privatizacija

Atbrivojoties no valstij piederosajiem labibas uzglabaganas un parstrades 
uznemumiem valdiba patur prata vairakus mer^us. Tie varetu but:

palielinat cenas pardoSana par skaidru naudu; 
nodrosinat paSreizejo stradajoSo nodarbinatibu; 
saglabat nozares rafcosanas jaudas jeb paSreizejo raio§anas 

Hmeni;
likvidet vai pardot uzkratos uznemumu paradus; 
daju IpasumtiesTbu nodot:

zemniekiem;
uznemumu darbiniekiem;
vadibai; 

piesaistit arva/lstu iegulditaju kapitalu.

merki viens otru neizsledz, tomer var radlt sarefcgljumus, kas velak 
aJsaucas uz privatizacijas gaitu. Attieclgaja likumdosana, cik vien tas ir 
iespejams, skaidri jaformule valdlbas merki, lai visiem potencialajiem 
konkursantiem butu skaidri izprotamas praslbas.

Ja valdlbas merki ir piesaistit arvalstu ieguldfjumus, kontakti ar 
potencialajiem pircejiem jau sakumstadija (vinu interest un informacijas 
vajadzlbu izzina§ana) varetu pardo§anas procesu paatrinat. Potencialie
arvalstu un vietejie iegulditaji var iegutun bus vairak ieintereseti konkursa

s pieteikumu iesniegSana, ja tigrk nodro§inati sekojoSie priekSnoteikumi:

1. iespejamajiem ieguldltajierm tick sniegti preclzi dati par 
uznemuma darbibu pagatne, tagadne un an nakotnes projekti-

2. tick apkopotas instrukcijas un noteikumi par attiecigas 
nozares darbibu un valdlbas veikto uzraudzibu;

3. tick apkopota likumdoSana, kas nosaka un veicina uz 
konkurences pamatiem balstitas tirgus ekonomikas darbibu;



4. anti-trestu likumdoSana un likumi, kas aizliedz 
bezkonkurences tirdznieclbu;

5. tick izlemts lldzekju juridiskas definlcijas jautajums. 

B. Privatizacijas process

Prakse varbut nav iespejams nodrosinat visus §os priekSnoteikumus, pirms 
tick izsludinata uznemumu pa^EPsana. Tomer ir svarigi, lai valdiba -^ 
domatij par biznesa vides attistibas veicinaSanu, lai piesaistitu 
iegmiartaras, kas uz ilgaku laiku butu gatavi ieguldft lidzekjus attiecigaja 
nozare.

Uznemumu revlzijas rezultati un naudas plusmas anallzes, uz ko 
pamatojas valdlbas uzraudziba, jadara pieejamas yisiem iespejamajiem

f,-,. ' . v OUl • /• .. • ~\C\c*&J VX1 ...pircejiem. -^Cital nepieciesamTi mformacijav piemcram; pnvatizejamo ~ 
lidzekju juridiska defmlcijafc uznemumu jaudas, pa§reizejie un iespejamie 
tirgi, darbaspeka nodrosinajums, darba likumdosana un tas piemerosana, 
utt., an jabut pieejamai potencialajiem pircejiem.

Lablbas tirgus likumprojekta pienem§ana nodroSinas vairakus 
prieksnoteikumus uz konkurences pamatiem balstita iekseja lablbas tirgus 
izveidosanai. Bez tam, ir nepieciesams visparlgs pivatizacijas likums, kas " 
nodrosinatu stabilus un vienlidzlgus apstakjus esoso uznemumu 
pardosana. Gajas parstrades likums ar nelielam modifikacijam varetu kjqt 
par paraugu. Labibas nozares privatizacijas likum;tfH jaietver sekojosals: -

1. Lablbas elevatoru, miltu mal§anas un lopbarlbas ra^osanns 
uznemumu privatizacija pec viena likuma. Lijcumam ir janosaka 
Lauksaimnieclbas ministrijai pakjautas Labibas nozares privatizacijas 
komisijas izveidoSanu. Labibas nozares privatizacijas komisijai jadod 
vienpersoniskas// tiesibas veidot apak§komisijas katrai apaksnozarei pec 9 
vajadzibas.

2. Privatizacijas komisija japilnvaro veikt visas administrativas 
darbibas, kas saistitas ar uznemumu privatizacisyu. jj^skaidri janosaka, ka



1
Komisijas loma bus administratlvjL'unvr ka, komisijas locekji nevares but ^ 
tiesi vai netieSi ieintereseti neviena saskana ar §o likumu privatizeta 
uznemuma privatizacijas iznakuma. (-£ Komisiju nedrlkst pilnvarot <-~^ 
sagatavot vai izmainlt potencialo iegulditaju konkursa pieteikumus.//..^__ f)

3. Ekonomisko reformu ministrijai jadod skaidras pilnvaras 
Lablbas nozares privatizacijas komisijas darba kartibas uzraudzlsanai, lai 
tadejadi nodroSinatu atbilstlbu likumdoSanai.

4. Nedrikst piejaut privatizejamo uznemumu vadltaju vai stata 
darbinieku lldzdallbu Komisija.

5. Jarada konkurences apstak|us, izsludinot konkursu un apzinot 
pieteikumus no visiem ieinteresetajiem vietejiem un arvalstu pircejiem.

6. Janozlme/ vietejos un arvalstu vadibas ekspertus par ~^? 
Komisijas konsultantiem un konkursa pieteikumu jlzskatisanas grupu-^ 
locekjiem.

Ipasi jautajumi

1. Konkursa kartiba

Sobrid Latvija pienemta privatizacijas strategija neprasa atklatu konkursu 
rikosanu. Pec musu domam, ir svarigi, lai labibas nozares privatizacijas 
likuma^iktu noteikti iekjautaJTpraslb^/' Tas ir labakais veids, ka apzinat "^ 
tirgu piedavatajiem uznemumiem, un, lldz ar to, labakais veids ka izzinat 
visizdevigakos pardosanas noteikumus.

Ir skaidrs, ka pardoSanas sludinajuma publicesana vai pec iespejas lielaka 
skaita piedavajumu izzina§ana nenozlme, ka uznemums katra zina 
japardod kadam no respondentiem vai, ka tas japardod uz valdibai
nepienemamiem noteikumiem. Bet ir svarigi, lai/^olicitation documents// Sp 7* ————.——— ———_.—^/ j^
skaidri formuletu katra uznemuma pardo§ana izvirzitos noteikumus. 
Turklat, nav ieteicams izzinot pardoSanas piedavajumu, ja valdlba nav 
gatava vai nevelas pardot uz piedavatajiem noteikumiem.// ~ / '

2. Lidzekju parvaldes un ipasuma jautajumi

.0-
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Neskaidribas llzekju valdljuma/£,un IpaSuma jautajuma lidz §im ir bijuSas >r> ? 
un turpina but par kavekli atfai valsts uznemumu privatizacijai. Saskana 
ar agrako likumdoSanu visi Ildzekji bija pilsonu kolektlvs IpaSums, ko 
vinu varda parvaldlja valsts. Pastavo§a Latvijas likumdos'ana jautajuma 
par valsts akciju sabiedrlbam lieto valodu, kas norada, ka valsts, kas gan ir 
sakotneja jaunas sabiedribas akciiuJzlaidurrra~IpaSnieceMA nay_atbildlga'~) 7 
par jaunas vaists korporacijas r^aradiem^ Vel vairak, valsts uznemumu^ . " 
vadftaji, kas sakotneji ir valsts darbinieki, var pienemt lemumus par 
investlcijam, kas parasti saistlti ar IpaSumtiesibam.

Situacija vel vairak sarezgas gadljumos, ka?' pa§reizejie vaditaji izveido 
sabiedribu ar ierobeXotu atbildibu un kompanijas varda noma valsts 
Udzekjus. Vairakos gadljumos^agrakas valdlbas ir uznemusas ilgterrruna —2 
saistlbas ar §adam vaditaju kompanijam, tas nozime zinamu lldzekju 
nodosanu vai an pirma atteikuma tiesibas///gadljumos, kad Ildzekji tick 
izvirzlti pardosanai.

Lldzekju Ipasuma nenoteiktais statuss, ko izraislju§as neskaidribas 
lldzekju valdijuma un ipasuma jautajuma, ir velreiz japarskata un 
janoformule, 4)ardtjdamo lldzekju juridiskais— statusfir Sis darbs butu 

k« daja no uznemumu analfzes, kas veicama pirms uznemumu
pardosanas konkursa piedavajumu sagatavosanas.

Problemas, kas radusas valdijuma un ipasuma tiesibu un pienakumu 
neskaidribu dej, pec musu domam, nav uzskatamas par attaisnojumu 0 
labibas nozares uznemumu privatizacijas aizkavesanai. Sis problemas ir ' 
zinamas un var tikt objektivi lizvertetas///. Piena parstrades nozare lldzigi 
jautajumi tick veiksmlgi risinati. Slpieredze, lidztekus atbildftosas -2 
juridiskas anallzes veik§anai vel pirms uznemumu piedavasanas 
pardosam, sniedz pietiekarms_zinasanas, lai §os jautajumus labibas ^ 
parstrades un glabasanas nozare varetu veiksmigi risinat.

3. Uznemumu parads

Visu valsts labibas uznemumu paradi, bankas aizdevumu un produktu, ka 
an citu piegadataju kreditoru paradu veida ir vairak neka 27 miljoni ASV 
$. Turpretl debitoru paradi ir ap 13 miljoni ASV $. Tomer daudzi



butu janosaka starptautiskiem standartiem atbilstoSas procentu likmes. Lai 
varetu sanemt So aizdevumu, iekilatajiem graudiem ir jabut uzglabatiem 
esoSajas noliktavas, ko parrauga LB, tadejadi nodroSinot to kvantitates un 
kvalitates kontroli. Zemnieks saglabatu IpaSumtiesIbas uz §iem graudiem, 
kamer tie ir noglabati "sabiedriskajas" glabatuves, bet var to pardot jebkura 
iaika nakotne, lai izmantotu to aizdevuma atmaksaSanai.

§ada program ma iedroSinas zemniekus glabat graudus esoSajos 
"sabiedriskajos" uzglabSSanas elevatoros, nevis savas saimnieclbas. Tiks 
nodroginata graudu kvalitate, un valdiba vargs izveidot precizaku priek§tatu 
par labibas irnporta apjomu, kas nepiecieSams partikas graudu vajadzlbas 
apmierinaSanai visa tirdzniecibas gada laika.

\
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Latvijas ddmava uznemiunu un komblnetis lopbaribas rupnicu jauda un raioianas apjomi 1992. gadi

uzneraurns

tnilu & lopbariba

Rlgu Dzinwvoiekj
Daugavpils Dzimavnieks
RJzeknes Dzirnavnieks
Jelgavas Dzirnavnieks
Dobelea Dzinwvnieks
Ucpijas Labtba

pavisam

vienfgi lopbariba

RJgaa korab. tepbar. rQpn.
Jekabpils Labfoa
Vidzentes L&bibs .
Stende
Vfadonas Labiba
[ecavas Labiba
Saldus Labiba

javisam

KOPA

jauda
mJlti | lopbariba

— — lonnas •

143.000 0
1 10.500 233.000
63,000 122.000
55,000 50.900
48,000 166,000
27,000 192.000

446.500 765.900

427.000
198,000

- 146.000
131,000

V - 122,000
122.000
43,000

1.189,000

1.954.900

raioSana 1992
miluj lopbariba

79.142 0
52.158 52,800
33450 54.900
21,147 2400
34,313 80^00

8,371 35.600

228.681 226,000

- 150.500
4J.900
60,200
28^00
18,600
24,600

- 31300

355,300

581.300

rai % no jaudai
railti

procenti

55.3
47.2
533
38.4
71.5
31.0

51.2

..
-
—
_

..• —
—
-

lopbariba

..
22.5
45.0

4.9
48.3
184

29.5

352
2U
412
214
15.2
202
72.8

29.9

29.7

% no nozares jaudas % no noz.rai. apjora*
roiluj lopbariba railu| lopbariba

— — proceed ——

32.0 0.0 34.6 0.0
24.7 12.0 22.8 9.1
14.1 6.2 14.7 9A
123 2.6 9.2 0.4
10.8 84 15.0 ; 13.8
6.C 9.8 3.7 6.1

100 39.2 100 38.9

; : - ; :'21.8' - ." •": .;: :";;253
10.1 - 72

: - 74 - : .10.4
6.7 - 4.9: .- ' /• ; -62^- - — -.;::'..-.. ;.;;.32
6.2 - 42

; - ' 22. - •-.;;..;. " :-;v: "s.4
60.8 61.1

100.0 100.0

ikuraul£joi % ao noz. jaudas akumulejot % no noz. rai. apj. |
miltij lopbanbs miltij lopbariba

— — procenti ——

32.0 0.0 34.6 0.0
56.8 12.0 57.4 9.1
70.9 183 72.1 184
83.2 20.9 813 19.0

T94.0 294. . 96.3 32L8
1000 392 100.0 38.9

:'• \; :.?•;- '- ::-'. • .'r' : . >.'" .V'.:"6l.p : ' " '••••'•-"•-: ; : • :. ; ; : -V : ; ;- • '.";•- '• '64.8

71.1 _ 72.0>•"/"•- '•::•.;• '•••;•:• -. ; •. -; 78.6^; •"• ^:: ••••:•-:; -ix.v.- : '- :; " /; " 823
853 _ 872;;/;.:• :; . : -;-;- '.;/ : ;' : • :':: . ,;. :.: : ?i.6- . .v-,"-' ;•.-•" .: ' ;- :; '^- •• - l i: 90.4
97.8 - 94^6

'• - ?-':-V:- : ' '••"'; '•;;•. •••..• .•.' : '."i°0-(*;.-'-:: -.':.>'Cr:: ',. .:'•"•: : ''v-' : ...; :: - ; -..;'Jopjj

SagatavoU USAID Lautsairaniecibaj privauzacijai projckxi 1993. g. 5. marts



Projekts, K. Fries 1993. g. 5. apri'.i
Paradi un debitoru paradi, valsts saldetavas, 1993.g. 3. marts 1.1pp.

uznemums lidzekJ 
norek. 

Lat

Rlgas 1. saldgtava
Rigas 2. saldetava
Valmieras SSB
Rezeknes saldetava
JSkabpils SSB
Liepajas saldetava

KOPA

i lldzek|i 
konta IpasaNVS 
vija konta
milUSS

24.6 0.0
11.5 0.5
0.0 407.7
0.0 47.7
0.4 130.0
0.8 0.0

37.3 585.9

debitoru paradi
tirdzniec. mazumtirdzn, N\ 

organ. 17.08.92 vals
rS citi debit, 
tis paradi .

debit, paradi 
kopa

USSLVR

3.4 0.0
20.8 0.0
15.4 0.0
7.7 0.0
0.0 0.0

26.9 0.0

74.2 0.0

0.0 1,521.0
0.0 180.8
0.0 0.0
0.0 215.4
0.0 0.0
0.0 362.3

0.0 2.279.5

1,524.4-
201.5

15.4
223.1

0.0
389.2

2,353.6

ierosinatas 
soda naudas lietas 

iekasetas tiesa
milUSS

0.0 0.0
0.0 0.0
0.0 0.0
0.0 0.0
0.0 0.0
7.7 0.0

7.7 0.0

naudas lidz. 
un debit 

paradi
milUSS

1,549.0
213.6
423.1
270.8
130.4
397.7

2,984.6

e
c

c
\
c
*c 

0

Projekts, K. Fries 1993. g. 5. aprili
Paradi un debitoru paradi, valsts galas un piena parstrades uznemumisaldetavas, 1993.g. 3. marts 1. !pp.

uznemums

galas parstrades noz.
piena parstrades noz.
saldetavas

kopa

lidzekji 
norek. konta 

Latvija

lidzekji 
IpaSaNVS 

konta
milUSS

166.3
89.6
37.3

293.2

121.5
468.2
585.9

1,175.7

debitoru paradi
tirdzniec. 

organ.

1,605.7
1,365.4

74.2

3,045.2

mazumtirdzn. 
17.08.92

23.8
28.5

0.0

52.3

NVS 
valstis

milUSS

701.1
81.5

0.0

782.6

citi debit, 
paradi

1,010.4
6,316.1
2,279.5

9,606.0

debit, paradi 
kopa

3,341.1
7,791.5
2,353.6

13,486.2

sodanaudas 
iekasetas

milUSS

51.1
23.0

: 7.7

81.8

ierosinatas 
lietas 
tiesa

9.0
221.1

0.0

230.1

naudas lidz. 
un debit, 

paradi
milUSS

3,689.0
8,593.4
2,984.6

15,266.9

Apmainas kurss US$1= 130 LVR



Projekts.5. aprilis 1993. g.
Kreditoru un debitoru paradi Hnu rupnicas 1993. gada 1. aprili

uznemums Hdzekli j lidzekli . debitoru paradi
norekinu konta i ipasa NVS ; tirdzn. 

un kase | konta ! organiz.
veikali NVS j ciu debit. j kopa 

valstis i paradi ! debit, par.

• ierosmitas 
soda naudas lietas 

iekasetas ! tiesa

naudas lidz. 
un debit, 

paradi
milLVR milLVR mil LVR mil LVR

| !
i ;
! i
1 i
1 !

i 1

i ! !
1 i
1 i
1 !
i i
1 1

i
1
1
1
1

KOPA

uznemums
statut- 

sabiedribas

kreditoru para
zemnieku 

saimniecibas

di
citam 

rupnicam
milLVR

ClQ kredit. 
paradi kopa

kad veiktas
pedejas izmaksas 

;.emniekiem
milLVR

bankas
istennina 
aizdevumi

paradi un
kxedic. paradi 

kopa
milLVR

kopa

milLVR

xxxxxxxxxxx
xxxxxxxxxxx
xxxxxxxxxxx
xxxxxxxxxxx
xxxxxxxxxxx
xxxxxxxxxxx
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TABULA 1 LOPBARIBAS SASTAVDALU ENER<?£TISKA VERTlBA (1)

Sastavdajas (dabiski kalt£tas)

Rupja raalumr. lucernas milti. kalteti
Rupja raaluraa lucernas mild. sauli kaltati
Dzivnieku tauki (stabilized)
Maizes rfpniecibas parpalikurai
MieZi (48 raarc./bus',)
BieJu miksturas. iavets
Kalteu graudi. alus rai. subprodukti
Griki
Dzellena kukurfjza
Kukuiaza^r augstu lizina saturu
Rupja rnaluma kukur. un

Us vajilu mild
KukurOzas lipekji
Kukunlzai biezputra
Emmer
Sorghum labiba
Prosa
Melase(77% DM.)
Auzas
Auzu putraimi
Kamipeli (22% DM.)
RIsi
Rudzi
Spelt
Cukurs
Triacale
Cvieii. cieris
CvieSi. mikstie
CvieJi. si augstu proteins samni
Cvieiu ktijas.
Cvieiu graudi
CvieSi. kalt£ii

Melabolizejaraa Reiaiiva lopbanbos 
energija veniba izteikta kuku- 

kcal/raarc.(4) rilzas vienibas. % (2)
775
SOO

3585
1650
1380
1020
100G
1200
1550
1520
1300

1235
1400
1140
1480
1230
1060
1240
1550
370
1070
1300
1180
1383
1450
1475
1500
1500
980
1340
1405

70-80
60-70

185-210
95-110
90-100
70-80

90-100
80-90

100
100-105
80-90

74
100-105
80-90

95-100
90-95
55-65
85-95

115-125
20-25

75
90
35

70-80
90-95

100-105
90-95

100-105
60-65

125-140
135-145

Maksimalais ieieiktais sastavdaju procentualais 
daudzurai piiuvirtlga uztura (3) 

IzndJii. periods Laktacija SikurnS
50
50
10
40
80
10
40
50
80
90
70

90
60
20
80
80
5

80
0

80
40
20
40
0

80
80
80
80
30
3
5

5
5
6

40
80
5
5
0
80
90
0

5
60
0
80
80
5
5
0
C
0
0
0
0
80
80
80
80
5
5
5

0
0
5

20
25
0
0
0

60
60
0

5
0
0
60
60
5
0
20
0
0
0
0
5
20
60
60
60
0
0
20

BeigSs
5
5
10
40
85
0
10
50
85
90
0

25
60
0
85
85
5

20
0
30
20
25
25
0
85
85
85
85
0
10
5

Piezfmes
BagaUgs ar vitaminu B
Maziera siveniem (as negario
Augsu cnerteuski v4rtibi,samazina puiek(u daudz.
Augsu eoergetiska virtiba. raainigs sils satun
Kukurdzas aizvietoUji, zemaks en£r£ijas satun
Liela apjoroa4kiedrains.caurejas lidzeklis
Skjedraini, daudz B vitamru^eras lizfna satun
Nedot gailidainim cflkam, kai ganis irpuii
Augsta epei^etiki veniba. zems liziaa satun
Lizfna aoallze ir ieteicama
Liela apjoma, zema energetiska virUba

Zeros lizlna satun v
Pakjauu bojijumiem

Zems lizfoa satun
Zems lizlna ssmn
Zema en-rg. vdrdba,da|ijs graudu aizvtetotajt
Zeraa energ. veniba. dajijs graudu aizvietoUjs
Garifgi
Ir jivin, zerai proteina situn
Zema energ. veniba. zems proteins satun
lespijama ergot toxicity. nav [paii gaiitg;
Maz energijas. zems lizina satun
LoU gariigs, nav prottina
lespejams ergot
Zems lizlna satun
Zems lizfna satun
Zems lizina satun
LJela apjoma. ikiedrains. caurejas lidzeklis
Da|ijs graudu aizvietoUjs
Augsu laktozes satun. mainigs satun



Tabula 1 - 2 (pielikums)

(1) Ja nav atseviSkas norSdes, tad dabiski kaltetas. Lai noteiktu energijas un aizstaveju raditajus, lopbariba ar augstu mitruma koeficientu 
ir jaizsaka dabiski kaltetas vienibas, kuni sausuma koeficients ir 88-90%. 
Pilniga informacija par visam sastavdajam nav pieejama.

(2) Kad baro ne vairak ka kopSja uzturS ieteikto maksirnalo procentualo daudzumu.
Relatlvas vertibas ir aprSkinatas p6c metabolizgjamas energijas, lizina un fosfora satura, izmantojot vien3dojumus. PiemSram:

Metener^ija Lizins Fosfors Cena
1550X+ 0.024Y+ 0.25Z= $/cwt kukunizas
1460X+ 2.90Y+ 0.60Z= $/cwt rupja maluma sojas pupas (44%)
OX+ OY+ 18.50Z= $/cwt dikalcija fosfats

(3) Uztura var ietven ari vairak, kaut ail produktivitate var samazinaties.

(4) 1 marcina = 0.453 kg.



TABULA 2 PROTEINA SATURS DAZADAS LOPBARIBAS SASTAVDALAS (1)

Sastavda|as (dabiski kaltelas)

Rupja raaluraa asinsmilu
Paoinas. sausi veidiV
Rupja raaluma rap!u siklas

Rupja roalaraa kukurGzas lipekji
Rupja raaluma kokvilnas siklai
Rupji raaltas spalvas. hidrolizetu
Rupji samaltaa zivis. anchovy
Rupji samaltas zivis. menhaden
Zivju Slfidums
Rupji mallas Unu sekJas

Rupji samalla ga|a un kauli

Rupji maid zemesrieksti

Vijpiens, sausa vcidi
Rupja raaluma sorghra lipek]i
Sojas pupas. veselas. varitas

Rupja maluma icjas pupaj
Sojas pupu klijas
Rupja maluma ga|a
Raugj. sausa veidi

Mcubolircjiroa 

enerjiji 
teal/marc. (4>

1200
1400
1200

1395
1150
1000
1120
1500
780
1280

1035

1400

1620
1460
1640

1460
1535
980
1400

Relallva lopbwlbai 

vtrtlbaizteiku44'& 
sojas pupu vienibas.% (2)

185-200
75-85
75-85

40-60
65-75
60-70

140-165
140-165
50-60
55-65

95-110

70-80

95-100
40-55
90-100

100
110-112
115-130
100-105

Makiimalaii ieicikuis taiUvdaju proceatuftlaii 
daudzumi pilnvartlga uztura (3) 

GnUn.periods Lakticija Sakuroa

5
0
5
5
5
3
5
5
3
5
10

5
0
5
30

25
22
10
3

0
5
5
5
5
3
5
5
3
5
5

5
0
5
25

20
18
5
3

5
20
5
0
0
0
5
5
3
5
5

0
20
0

40

35
30
0
3

Beigaj

5
5
10
5
5
3
5
5
3
5
5

5
0
5

30

22
20
5
3

Piezlraes

Zeros isoleucine ucun, negwitgj
Lab* aminoskibes lidzsvan
Lielos apjomos toksiikas probleraas
Zems lizlna jatun
Gossypol toxicity, zems liz(na satun
Zems lizina salurs

LJelisks aminoskibes Ifdzsvars
LJelisks aminoskibes Ifdzsvars
LJelisks arainoskibes Udzsvars

Zeraa lizlna s&oin
Zems lizitiaunirs. tryptophan unmechionine
satiin. labs fosfora saairs
Zemt lizina sauin
Lieliiks aminoskabe ieguves avou. garilgs
Zems lizlna satun

LJdzlgs rupja maluma sojas pupam, bet var
veicinit mlkstas cflkga|as raioSanu
LJdzigj sojai pupa klij&m
Labs aminoikabes saskanojums ar graudiem
Slikti sagremojams, negarilgs
B vitamfna ieguves avou
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CUKU EDINASANA

BARIBAS VARIANTI
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CUKA-2.XLS

2. tabula Dazadu kalciju un fosforu saturosu produktu izmantosana cuku bariba, 
salJdzinosa fosfora biologiska vertiba

mineralu avots
kajkakmens (kalcija karbonats)
kajkakmens (dolomits)
dikalcija fosfats
monokalcija-dikalcm f jsfats
deflorinets fosfais
mononatrija fosfats**
natrija tripolifcslats***
tvaiceti kaulu railti

kalcija saturs %
38
22

20-24
15-18
30-36

0
0

24-28

fosfora saturs %
0
0

18.5
21

14-18
22
25
12

fosfora biolo^ska vertiba*
—
—

100
105-110
95-100

95-102
90-100

* dota vertiba ir fosfora relativa pieejamiba. par pamatu pienemot dikakija fofsfatu (100)
** sis produkts satur ap 16% natrija
*** sis produkts satur ap 319c natrija
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4. tabula Sivenmatem teteicama dieta- sorgo, midn un kvieSi kfi graudu pamatavots
komponents (marcinas, 1 marc. =0,453 kg)
sorgo graudi
miezi
kviesi, ziemas cietie
sojas milti,44%

sojas milti, 48%
galas un kaulu milti, 50%
dehidratizeti lucernas milti, 17%
kalcija karbonats
dikalcija karbonats
sals

vitaininizets mineralvielu maisljums**
KOPA
Aprekins:
proteins, %
lizins.%
triptofans,%
treonins,%
metionlns + cistms,%
kalcijs.%
fosfors,%
metabolizejama energija*
* kilokalorijas uz marcinu
** Skat 20. tab. Grutniedbas laika sai barlbai
Tas panakams piejaucol 2.5 marcinas 'choline

dieta Nr 1
1617

-
-

306
-
-
-

20
42
10

5
2000

13.90
0.62
0.17
0.48
0.42
0.90
0.70
1419

ieteicams pievienot

dicta Nr 2
1642

-
-
-

280
-
-

20
43
10

5
2000

14.00
0.62
0.16
0.49
0.44
0.90
0.71
1429

dieta Nr 3
1651

-
-

205
-

100
-
9

2*
10

5
2000

14.40
0.62
0.15
0.48
0.42
0.91
0.70
1423

papildus 'choline 1 (550

dieta Nr 4
1469

-
-

260
-
-

200
13
43
10

5
2000

13.90
0.62
0.18
0.49
0.42
0.91
0.70
1354

g uz tonnu).
' hiorldu ar 50% 'choline' saturu vai 2 marcinas hlorldu

dieta Nr 5
-

1735
-

190
-
-
-

22
38
10
5

2000

14.20
0.62
0.19
0.47
0.43
0.91
0.70
1335

dieta Nr 6
-

1759
-

128
-

60
-

16
22
10

5
2000

14.40
0.62
0.18
0.44
0.47
0.90
0.70
1338

dieta Nr 7
-
-

1724
200

-
-
-

20
41
10
5

2000

14.90
0.62
0.21
0.49
0.55
0.90
0.70
1417

dieta Nr 8
-
-

1565
165

-
-

200
12
43
10
5

2000

14.90
0.62
0.22
0.50
0.54
0.90
0.71
1357

ar 60% choline saturu.
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5. tabula leteicama" sivenu bariba

10-25 marcinu siveni
komponents(m5rcinas, 1 m2rc.= 0, 453 kg) dieta Nr 1 di5ta Nr 2 Nr 3 Nr 4
kukuruzas graudi
sorgo gaudi
maltasauzas
auzu putraimi
sojas milti,44%
zivju mild
sausas sulinas
sausais vajpiens

-cukurs**
taukvielas

lizins, 78% L-Iizins
kalcija karbonats
dikalcija fosfats
sals
vitaminizets mineralvielu maisijums***
KOPA:
AprekJns:
proteins, %
lizins, %
triptofans.Vc
treonins,9c
metiomns + cistins.'/t-
kalcijs,^
fosfors.%
metabolizejama enercija*
* Kilokalorijas uz marcinu
** Dekstroze jeb dehidrolizets kukuruzas cieteS produkts
*** Skat. 20. tab.

990
—
—
—

421
100
4OO

—
—
50
—
7

20
7
5

2000

19.10
1.15
0.24
0.80
0.66
O.S5
0.71
1516

1060
—
—
—

530
—
—

200
100
50
—
15
33

7
5

2000

19.50
1.15
0.26
0.78
0.64
0.86
0.70
1529

955
—
—
—

590
—

400
—
—
—
—
15
28

7
5

2000

19.60
1.15
0.26
0.81
0.64
0.86
0.70
1451

754
—
—

635
—

200
—

100
50
—
16
33

7
5

2000

20.10
1.15
0.27
0.78
0.62
0.86
0.70
1502

Nr 5 Nr 6
776

—
—

570
—

4OO
—
—
—
—

" 15

27
7
5

2000

20.00
1.15
0.27
0.81
0.63
0.85
0.70
1423

1211
—
—
—

390
100
200
—
—
50

3
10
24

7
5

2000

18.30
1.15
0.21
0.76
0.64
O.S5
0.70
1500

25-40 marcinu siveni
Nr 7 Nr 8

1396
—
—
—

543
—
—
—
—
—
—
15
34
7
5

2000

17.90
0.95
0.23
0.6S
0.60
0.75
0.65
147S

1255
—
—
—

490
—

200
—
—
—
—
13
30

7
5

2000

17.40
0.95
0.23
0.70
0.59
0.75
0.65
1470

Nr9 NrlO Nrll Nr 12
1344

—
—
—

545
—
—
—
—
50
—
15
34

7
5

2000

17.70
0.95
0.23
0.68
0.59
0.75
0.65
1525

625
625
—
—

495
—

200
—
—
—
—
13
30

7
5

2000

17.60
0.95
0.23
0.69
0.56
0.75
0.66
1449

1159
—

200
—

530
—
—
—
—
50
—
15
34
7
5

2000

17.80
0.95
0.23
0.67
0.5S
0.76
0.65
1495

1279
—
—
—

410
—

200
—
—
50

3
13
33
7
5

2000

15.80
0.95
0.20
0.63
0.55
0.77
0.66
1520
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7. tabula AugoSiem (40-125 marcinu) siveniem ieteicama dieta- sorgo graudi un miezi ka galvenais graudu avots

komponents(marcinas, lraarc.=0.453 kg)
sorgo graudi 
miezi 
sojas milti,44% 

sojas mild, 48% 
sojas pupas
taukvielas
kalcija karbonats
dikalcija fofsfats
sals
vitaminizets mineralvielu maisljums**
KOPA
Aprekins:
proteins,%
lizins,%
triptofans,%
treomns%
metionlns + cistlns
kalcijs
fosfors
metabolizejama energija*

dieta Nr 1 dieta Nr 2 dieta Nr 3
1549 

400

—
17
24

2000

15.70
0.75
0.20
0.55
0.46
0.66
0.55
1438

1577 

372

—
18
23
7
3

2000

16.00
0.75
0.19
0.57
0.49
0.65
0.55
1452

1371 

577
—
17
25
7
3

2000

16.70
0.80
0.21
0.59
0.49
0.68
0.58
3488

Nr4
1393 

454

100
17
26

7
3

2000

16.20
0.80
0.21
0.57
0.47
0.68
0.58
1541

Nr5
1431 

415

100
17
27

7
3

2000

16.40
0.80
0.21
0.59
0.50
0.68
0.58
1558

Nr6

1660 
293

—
18
19
7
3

2000

16.00
0.75
0.22
0.55
0.48
0.65
0.55
1360

Nr7

1685 

266

—
20
19
7
3

2000

16.10
0.75
0.22
0.56
0.50
0.66
0.55
1366

Nr8

1508 

443
—
18
21
7
3

2000

16.80
0.80
0.23
0.59
0.51
0.68
0.58
1404

Nr9

1500 
350

100
17
23
7
3

2000

16.30
0.80
0.22
0.57
0.48
0.68
0.58
1470

NrlO

1529 

3189

100
19
23
7
3

2000

16.50
0.80
0.22
0.58
0.50
0.68
0.58
1479

* kilokalorijas uz marcinu
** Skat 20. tab. Grutnieclbas laika Sai barlbai ieteicams pievienot papildus 'choline 1 (.550 g uz tonnu).
Tas panakams piejaucot 2.5 marcinas 'choline' hloridu ar 509c 'choline' saturu vai 2 marcinas hloridu ar 609r choline saturu.
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8. tabula Augosiem (40-125 marcinu ) siveniem ieteicama dicta- daZadu graudu maisTjums, kviesi k3 galvenais 
graudu avots
komponents (marcinas, Imarc. =0,453 kg)
kviesi, cietie ziemas
kukuruzas graudi
miezi
sorgo graudi
sijas milti,44%
sojas pupas, varitas, ar pilnu taukv. sat.
taukvielas
kalcija karbonats
dikalcija fosfats
sals
vitaminizets mineralvielu maisljums **
KOPA
Aprekins:
proteins, %
lizins, %
triptofans,9c
treomns, %
metionins + cistlns.Cc
kalcijs,%
fosfors,9r
metabolizejama energija*

dieta Nr 1
804
804
—
—

342
—
—
16
24

7.00
3.00

2000

15.90
0.75
0.21
0.57
0.56
0.65
0.55
1465

dieta Nr 2
111
111
—
—
—

514
—
16
26

7.00
3.00

2000

16.90
0.80
0.23
0.61
0.58
0.68
0.59
1505

dieta Nr 3
727
728
—
—

394
—

100
16
25

7.00
3.00

2000

16.20
0.80
0.22
0.59
0.56
0.66
0.55
1567

Nr4
829
—

829
—

293
—
—
18
21

7.00
3.00
2000

16.30
0.75
0.22
0.55
0.53
0.66
0.55
1397

Nr5
747

—
747
—
—

455
—
18
23

7.00
3.00
2000

17.20
0.80
0.24
0.60
0.51
0.69
0.58
1437

Nr6
750
—

748
—

350
—

100
17
25

7.00
3.00

2000

16.60
0.80
0.23
0.57
0.50
0.69
0.58
1501

Nr7
800
—

: ——

800
350
—
—
17
23

7.00
3.00
2000

16.10
0.75
0.21
0.55
0.52
0.66
0.55
1437

Nr8
714
—
—

715
—

520
—
17
24

7.00
3.00

2000

17.10
0.80
0.23
0.60
0.54
0.68
0.58
1482

Nr9
,. 724

—
—

723
400

—
100

15
28

7.00
3.00
2000

16.40
0.80
0.22
0.57
0.52
0.68
0.59
1540

* kcal uz marcinu
** Skat. 20. tab.
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10 tabula. IcteicamS nobarolanas diSta (125 m5rciij5ro) ar mieiiem vai sorgum graudiem kS galveno graudu pamatavots.
1 marc.=0.453 kg
Komponents ( marcinas)
Mieii
Sorgo graudi
Sojas spraukumi 44%
Sojas spraukumi 48%
Gajas un kaulu mild, 50%
Asins milti strauji zaveti
Canola rapsis
Tauki
Lizins, 78% L-lysine
Kalcija karbonats
Divkalcija fosfats
Sals
Vitamina- mineralu maisij.
Kopa
Aprekins
Proteins,%
Lizins,5
Triptofans,%
Treonins,%
Metionins+cistJns,%
Kalcijs,So
Fosfors,%
Metabolirejama energija. *

Di&tas numurs
1

1770
——

185
——

——

——
19
16
7
3

2000

14.3
0.62
0.19
0.48
0.44
0.61

0.5
1356

2
1784

——
——

171

——

——
19
16
7
3

2000

14.4
0.62
0.19
0.48
0.48
0.6

0.51
1362

3
1628

——
225

——

——
ion

18
19
7
3

2000

14.3
0.65
0.19
0.48
0.43
0.63
0.53
1466

4
1923

——
25

——

——

5
19
18
7
3

2000

11.6
0.62
0.15
0.37
0.37
0.61
0.5

1340

5
1834

——
80

——

40
——

__
19
17
7
3

2000

14
0.62
0.18
0.48
0.43
0.61
0.5

1350

6
1748

——
110

——

100

———

20
12
7
3

2000

14.3
0.62
0.18
0.49
0.47
0.61
0.5

1344

7
——

1649
304

—

——

——
17
20

7
3

2000

14
0.62
0.17
0.48
0.42
0.61
0.5

1442

8
——

1675
——

277

——

——
18
20

7
3

2000

14.1
0.62
0.16
0.49
0.44
0.61
0.15
1452

9
—— .

1668
245

——
60

——

——
10
7
7
3

2000

14.3
0.62
0.16
0.48
0.42
0.6
0.5

1444

10
——

1814
130

——
(

——
•

6
17
23

7
3

2000

10.9
0.62
0.12
0.36
0.34
0.61

0.5
1437

11
——

1712
200

——

40
——

. ——
16
22

7
3

2000

13.7
0.62
0.16
0.47
0.41
0.6
0.5

1435

12
——

1617
180

——

160

——
18
15
7
3

2000

14.2
0.62
0.16
0.5

0.47
0.6
0.5

1420
kilokalorijas uz marcinu
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11.tabula leteicamas diitas cQku DobaroSanai (125 mSrciijas) lietojot kvieSus vai daZSdus graudus sajauktus ar kvieSiem k2 galveno graudu pamatavotu.

1 marc.= 0.453 kg.
Komponents ( marciqas)

KvieSi, cietie ziemas
KvieSi, mikstie ziemas

Kukuruza, dzeltena
Mieii
Sorgo graudi
Sojas spraukumi 44%
Sojas spraukumi 48%
Taukvielas
Kalcija karbonlts
Divkalcija fosfats

Sals
Vitamina- mineralu maisij.
Kopa

Aprekins
Proteins,9fc

Lizins,5
Triptofans,%
Treonins.Tc
Medonins+cislins,7c
Kalcijs, </t

Fosfors.'/r
MetaboHzejama energija*
* kilokalorijas uz mfucinu

/
J^

Dietas numurs

1

1754

200

17
19
7
3

2000

15.1

0.62
0.21
0.49

0.56
0.61

0.5
1439

2

1773

180

18
19
7
3

2000

15.1
0.62
0.21

0.5
0.57

61
0.5

1445

3
——

1703

252

17
18
7
3

2000

15.3
0.62
0.18
0.49
0.45
0.6
0.5

1461

4
——

1724

232

21
13
7
3

2000

15.4

0.62
0.18

0.5

0.47
0.61

0.5
1471

5

800

902

251

16
21

7
3

2000

14.2
0.62
0.19
0.51
0.53
0.6
0.5

1472

Page 1

6
851

852
250

17
20

7
3

2000

14.5

0.62
0.19
0.4S

0.4S
0.61

0.5
1440

7
883-

882

190

18
17
7
3

2000

14.6
0.62

0.2
0.4S

0.5
0.6
0.5

139S

8

842
842

270

18
18
7
3

2000

14.3
0.62
0.17

0.5
0.48
0.61

0.5
14S1

9
1667

225

60
16
22

7
3

2000

15.1
0.64
0.21

0.5
0.55
0.62

0.52
1501

10

.
276

60
19
17
7
3

2000

15.3
0.64
0.18
0.49
0.45
0.62
0.52
1522



Cenu struktura Latvijas plena parstrades uznemumos butiski 
atskiras no cenu veidoSanas Savienotajas Valstis. Apmekletajos 
uznemumos no zemniekiem iepirkta plena cena sastada 85-92 procentus 
no kopejas izmaksas. Darbaspeka izmaksas - no 1.5 lidz 3 
procentiem. Savienotajas Valstis iepirkta plena izmaksas 
neparsniedz pusi no kopejas izmaksas, bet darbaspeka apmaksa 
sasniedz 15-20 procentus.

Izdarot kopejos secinajumus, var konstatet, ka Latvijas plena 
parstrades nozares galvenas problemas ir sekojosas:

1. plena razoSanas samazina§anas;
2. plena produktu tirgus samazinaSanas;
3. piena razoSanai nepiecieSamas lopbaribas augstas cenas;
4. Latvijas iedzivotaju zema pirktspeja, kas samazina 

paterinu;
5. skaidras naudas trukums - nav darba kapitala;
6. kapitala trukums, kas nepiecies'ams jaunas tehnologijas

apguvei un jaunas produkcijas veidu un iepakoSanas 
attlstibai. 

C. IETEIKUMI
Zemak minetas nelielas regionSlas/vietejas parstrades rupnicas 

tiek rekomendetas privatizacijai attiecigi to secibai:
1. Tukums
2. Priekule
3. Talsi
4. Kalsnava

Tukumam §ai izvele ir dota priekSroka, jo ta vadlba un 
darbinieki ir noverteti ka ^.oti piemeroti privatizacijas procesa 
realizacijai. Ta razotie produkti - piens, kefirs, skabais krejums 
un biezpiens ir orienteti uz pateretSju pieprasijumu. §iem 
produktiem nakotne ir potenciala iespeja klut vel ieneslgakiem. 
Ari uznemuma atraSanas vieta ir piem§rota, lai sekotu 
paraugprivatizacijai tas realizacijas laika.

\
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20. tabula Iclcicnmai.s vilninini/clnis iiiiiicrfilviclu inaisijiims ***

komponcnls

Vitamins A
Vitamins U
Vitamins E
Vitamins K
Riboflavins
Pantothelic' skabe
Niacins
Cholin' hloricls
Vitamins B 12
Folijskabe
Hiolins
VarS
Jods
Dzelzs
Mangans
Cinks
Selenijs

daudzums uz 
marcinu* piemaisij.**

9(M),CK)0 1U
100 000 HJ

5000 IU
660 ings

1200 mgs
4500 nigs
7(MM) mgs

2(MMK) mgs
5 mgs

3(M) mgs
40 mgs
0.40%

0.008 (%)
4%

0.80%
4%

0.01 2 (%)

ieteicamais avots

Vilaininn A palinitnis- ?.cl;uit.apvalka
Vitamins D 3 - stabilized
dl-tokofcrila acelats
Vlcnadionn natiija bisulllls
Riboflovins
Kalcija panlolenals
Nikolniamrns
cholinc' hlorids ( 60%)
Vitamins B 12 inaniU)la,((),l%)
Folijskabe
il- biotfns
CuSO4:5ll2O
K104
FeSO4.2ll2O
MnSO4.Il2O
ZnO(80% Zn)
NaSc03 vai NaSe04

* marcina= 0,453 kg
** Piemaisijumi ir veidoti lietoSanai pie altiecibas 5 inarciiias uz tonnu 
pilniga maisijuma siventnalem un siveniem un 3 marcinas uz lonnu 
augoSam nobarojamam cukam.
*** Vitaminus un mincralus var pirkt atseviSlji. To ir ieteicams darit ja 
to kombinacija ir jaglabii vairak nck.T iris mencSus. Vitamini var zaudet 
savas spejas ja glabajas kupa ar mineraliem ilgaku laiku.
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20. tabula leteicamais vitaminizetais mineralvielu maisTjums ***

komponents

Vitamins A
Vitamins D
Vitamins E
Vitamins K
Riboflavlns
Pantothetic1 skabe
Niacins
Cholin' hlorlds
Vitamins B 12
Folijskabe
Biotins
Var§
Jods
Dzelzs
Mangans
Cinks
Selenijs

daudzums uz 
marcinu* piemaislj.**

900,000 IU
100 000 IU

5000 IU
660 mgs

1200 mgs
4500 mgs
7000 mgs

20000 mgs
5 mgs

300 mgs
40 mgs
0.40%

0.008 (%)
4%

0.80%
4%

0.01 2 (%)

ieteicamais avots

Vitamina A palmitats- 2elant.apvalka
Vitamins D 3 - stabilizes
dl-tokoferila acetats
Menadiona natrija bisulflts
Riboflovvns
Kalcija pantotenats
Nikotinamrns
choline1 hlorlds ( 60%)
Vitamins B 12 manitola,(0,l%)
Folijskabe
d- biotins
CuS04:5H2O
KIO4
FeSO4.2H2O
MnS04.H2O
ZnO(80% Zn)
NaSeO3 vai NaSeO4

* marcina = 0,453 kg
** Piemaisljumi ir veidoti HetoSanai pie attieclbas 5 marcinas uz tonnu 
pilniga maisfjuma sivenmatem un siveniem un 3 marcinas uz tonnu 
augoSam nobarojamam cukam.
*** Vitaminus un mineralus var pirkt atseviSki. To ir ieteicams darit ja 
to kombinacija ir jaglaba vairak neka tris meneSus. Vitamini var zaudet 
savas spejas ja glabajas kopa ar mineraliem ilgaku laiku.



1. tabula Parastas lopbaribas komponenti*
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komponenti

lucernas siens, lauka zavets
lucerna, dehidratizeta, 17%
mieZi
asins milti, strauji Saved
canola' rapsis
kukuruzas graudi
taukvielas»*
zivju milti
ga|as un kaulu milti. 50%
sausais vajpiens
auzas
auzu putraimi
sorgo graudi
sojas pupas. varKas, neattaukotas***
sojas milti
sojas milti (atfauloti)
cukurs
saulespulfu milti (atCauloti)
ga|as milti, 60%
kvieSi, cieti ziemas
kvieSi, mlkstie ziemas
kvicJi.cieu'e, sarkanie, vasaras
kvieJi, 'durum'
kvieSu spraukurai
kvieSi, otras Skiras
sulinas. sausas

Slpedrviela 
%

29.00
24.00
6.00
1.00

11.40
2.50

-
0.90
2.80

-
10.70
2.50
2.20
5.20
130
3.40

-
11.70
2.00
2.60
230
2.40
2.50

11.00
7.50

-

metab. energ. 
kcal/marc.*'»»

800
775

1380
1200
1200
1550
3585
1500
1035
1620
1240
1550
1480
1640
1460
1535
1383
1195
980

1475
1500
1515
1505
980

1340
.1405

Ca
%

1.20
1.40
0.05
0.40
0.68
0.02

-
5.20
9.40
1.25
0.08
0.07
0.02
0.25
0.30
0.20

-
0.42
4.60
0.05
0.05
0.04
0.10
0.13
0.13
0.85

P
%

0.20
0.23
0.34
0.30
1.17
0.25

.
2.88
4.58
1.00
0.33
0.40
0.27
0.58
0.60
0.65

-
0.94
2.50
0.30
0.35
0.39
0.40
1.15
0.80
0.70

proteins 
%

14.00
17.00
11.50
86.00
38.00

8.50
-

61.00
50.00
33.00
11.80
15.80
8.90

36.70
44.00
48.00

-
45.00
60.00
12.20
11.40
13.50
12.70
15.00
16.00
13.00

lizins 
%

0.55
0.80
0.40
7.00
2.30
0.24

-
4.75
2.80
2.50
0.40
0.50
0.22
2.25
2.90
3.12

-
1.68
3.80
038
030
0.34
0.39
0.56
0.68
0.90

triptofans 
%

0.25
034
0.15
1.00
0.44
0.09

-
0.65
0.28
0.45
0.14
0.18
0.09
0.52
0.63
0.64

-
0.60
0.58
0.17
0.12
0.18
0.16
0.25
0.19
0.17

treonins
%

0.50
0.70
0.36
3.60
1.68
0.32

-
2.50
1.60
1.57
0.38
0.44
0.27
1.42
1.70
1.90

-
1.63
2.48
0.37
0.32
0.37
0.43
0.41
0.54
0.80

metionlns 
+ cistins

0.35
0.56
0.37
2.00
1.66
0.40

-
233
1.14
1.30
0.37
0.41
0.29
1.01
1.18
1.41

-
1.55
1.25
0.50
035
0.45
0.45
0.43
0.41
0.49

* pieijemot, ka mitruma saturs ir 10%
** dzados avotos var bat uzradits dazads metabolizejaraas energijas daudzums
*** sojas pupas vara vai cep lidz 240-260 gradiem pec Farenheita. lai iznicinatu tripsfnu. 
Uzraditie skaitji attiecas uz karsetam sojas pupam.
***»lmarcHia = 0.453 kg
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EIROPAS KOPIENA

VESTURE

Eiropas Kopiena (die European Community) bieXi saukta an par Kopienu 
vai Koptirgu, ir viens no si gadsimla otras puses speclgakajiem 
regionalajiern ekonomiskajiem blokiem. Tomer jaatzlst, ka Kopienas 
saknes meklejamas jau 1948. gada, kad MarSala plana parraudzisnai tika 
izveidota Eiropas Ekonomiskas sadarbibas organizacija (tlie Organization 
for European Economic Co-operation). MarSala plans bija peckara 
sagrautas Eiropas saimnieciskas atjaunosanas plans. 
Sadarbiba deva labus rezultatus, un ladej 1952. gada izveidojas Eiropas 
Oglu un lerauda apvieniba (the European Coal and Steel Community), 
kura ietilpa sesas valstis-- Vacija, Francija, Italija, Bejgija, Niderlande un 
Luksemburga. Og|u un terauda apvienibas panakumi Eiropas og|u un 
terauda resursu labaka izmantosana atjaunojot sagrauto Eiropas 
ekonomiku rosinaja sis pasas valslis 1957. gada izveidot Eiropas 
Ekonomisko Kopienu ( llie European Economic Community) jeb 
Koplirgu un Eiwalomu. Par vsesu valslu sadarbibas painatdokumentu 
kluva Romas Ligumi (the Treaties of Rome).
Visu ins kopienu apvienibu, kas nu jau bija tapusi par vienotu 
organizaciju ar kopeju vadlbas struktulu, 1973. gada papildinaja Britamja, 
Danija un Irija, 1981. gada Grie^ija, bet 1985. gada Spanija un Portugale. 
Ekonomiskas Kopienas pamala bija atzina, ka tikai vienota saimnieciska 
bloka Eiropa ir spejiga sacensties ar tadam valstim ka ASV un PSRS. 
Eiropas ekonomiska integracija notika Iris posmos:

(1) inuitas_savieniba (customs union) ietvera starpvalslu muilas tarifu un 
citu muilas ierobezojumu pakapenisku alcelsanu;
(2) ekonomiska savieniba (economic union) nozlmeja valstu socialas, 
finansu un naudas politikas harmonozesanu;
(3) politiska savieniba (political union}.

1991. gada decembri Kopienas valstu un valdibu vadltaji Ilolandes pilseta 
Maslrihla vienojas par Lfgumu par Eiropas Savienibu jeb l.s. Mastrihtas 
Ugumu, kas ar 1993. gadu paredzeja kopeju tirgu visa EK valstu 
teritorija, ka ari Kopienas zemju takaku politisku inlegraciju. MasU'ihtas



liguma ratificesnas gaita vairakas zemes radugies sareigijuini, kas noveda 
pie Matrihtas krizes, tadej tuvaka laika EK lemumi var izraditie izs^irosie 
Eiropas inlegracijas procesa.

KOPIENAS DIREKTIVAS

No gramatvedibas viedokja ipa§a uzmanibu pelna EK valslu
gramatvedibas likumu harmonizeSana.
Gramatvedibas principi dafcadas EK valstls atsltiras. Ilin biefci atsevis^u
Kopienas zemju gramatvedibas sistemas atradas pilnigi pretejas
gramatvedibas spektra puses. Piemeram, britu gramatvediba lidzinas ASV
pienemlajiem principiem, kuros gramalvedibas prasibas nosaka privata
agentura, bet francu gramatvediba pienemta slandartizeta
????pusvalstiskota (quasigovernmental) sistema.
EK gramatvedibas harmonizesana notiek ar EK direktivu palidzibu.
Direktiva, ko apstiprinajusi Kopienas ministru padome, kjust saistosa
visam dalibvalstlm. Dalibvalstim jaizdara izmainas sava likumdosana, lai
saskanotu to ar attiecigo EK direktivu. Parasti likumu izmainisnai tiek
atvelels pusotrs gads.
Lai ari sakuma ta nevaretu likties, direktivas pienemsana prasa joti ilgu
laiku, un no sakotnejas koncepcijas izstradasanai lidz direktivas
pienemsanai nereti paiet pat desmit gadi. Direktivas pienemsana notiek
sekojosi:

(1) ieleikta direktiva tiek nodota neatkarigam eksperlam iepriekgeja 
projekta izslradasanai;
(2) Eiropas Kopienas izpildorgans Komisija izskata projektu;
(3) projektu izskata ari EK Ekonomikas un sociala komiteja un Kopienas 
Parlamenls;
(4) projektu pienem EK Ministru padome;
(5) EK zemes saskano savu likumdosanu ar EK direktivu.

Dalibvalstim kopuma ir ne vairak ka trisarpus gadu laika, lai iestradatu 
direktivu .savos likumos. Jaalzame, ka, izskalot direklivas projektu, EK 
Komisija konsultejas ar EK Gramatvedibas petijumu grupu, kura ietilpst 
EK zemju vadoso gramatvedibas organizaciju parslavji.

\ •



GRAMATVEDlBAS DIREKTlVAS

Lidz sim pienemtas cetras direktivas, kas saistitas ar granmatvedibas un 
finansu jautajumiem: Ceturta direktiva, Piekta direktiva, Septita direktiva 
«n Astota direktiva. Turpinajuma dots So direktlvu visparfgs apskats.

Ceturta direktiva, kas skar EK kompaniju finansu alskaisu vispiirios 
jaulajumus, stajas speka 1980-os gados. EK Padome to apsliprinaja 1978. 
gada vidu.
Ceturtaja direktiva noleikta gada parskata forma un saturs. Gada parskats, 
neapsubami ir galvenais finansu komunikacijas veids starp firmu un citam 
ieinlereselajam pusern, piemeram, pasreizejiem un potencialajiem 
akcionaricm. Direkllva norada, ka finansu alskaites uzdevums ir radit 
paliesu pricksslatu par firmas finansu stavokli ( bilance) un reziillaliein 
(ienakumu dcklaracija) pedeja atskaites perioda. Direktiva doti bilances 
(alskailes vai zinojurna) un ienakuma deklaiactjas paraugi, ka an 
piezimes sim finansu atskailem. Direktiva dod noverlesanas likumus, kas 
balstili uz celriem principiem: sislematiskums, biznesa stabilitati, 
konservativismu un uzkrajumu gramatvedibu.
Tadejadi tiek paraditas nevien pagalnes izmaksas, bet ari pasreizeja 
vertlba (jaatceras, ka Direktiva lika uzrakstita neparasti augstas inflacijas 
laika). Firmas liek sadalitas trijas kategorijas pec to lieluma (iieinol vera 
noielu, Ipasumu un darbinieku skaitu), lai tadejadi noleiktu nepieciesmibu 
pec revizijas un finansu alklaluma.
Attieciba uz pedejo jautajumu, saskana ar Direktivu, EK dalibvalstis var 
atbrivot mazas firmas no ikgdejas revizijas, tomer videjas un lielas 
finnas gada revizija ir obligala.
Saskanaa ar Savienoto Valslu slandartiem, Ceturta direkliva nosaka tikai 
finansu atskaites pamalprincipus. Ta pie|auj elastibu un uzsver bilances 
un ienakumu deklaracijas lornu. Ta neprasa fondu deklaracijas 
uzradisanu, nedz ari prasa no akcionariem akciju vertibas izmainas 
deklaresnu. Direktiva neliek aprekinat un atskaitities par ienakumiem uz 
vienu akciju.

Piektnja direktiva apskalila korporaciju struktiira un organizacija. 
Gramalvediba domata EK firmu revidentiem. Astondesmilo gadu siikumii 
ta lika alcelta, jo ieteikums par divdajigas diiekloru padomes izveidosanu



un paplasinalu stradnieku parstavlbu radija daudz nesaskanu. Viena 
Direktlvas nodaja veltlta revidentu neatkarlbai un revidentu zinojurniem.

Seplita direktiva izradljusies vispretrunlgaka no visam gramatvedibas 
direktfvam. Pirmoreiz to publiceja 1976. gada pieteikuma forma, bet 
1978. gada la lika parskatita. Daudz prelmnu ir apvienosanas 
skaidrojuma: preteji parastajam veidam, kad par juridisko pamatu tick 
nemta grupas definicija, Direktiva koncentrejas uz tadieni 
ekonomiskajiem fakloriem ka atsevisko vienibu dominance un atkarlba. 
Direktiva atbalsta EK atrodosos meitas uznemumu horizontals 
apvienosanas ideju pat tados gadijumos, ja mates uznemums bazets arpus 
EK teritorijas. Piemeram, amerikanu firmai, kas darbojas Kopiena, butu 
jasagatavo las Eiropas uznemumu apvienojlnas.
Sads ieleikums liecina, ka EK pienemtie apvienosanas principi radikali 
atskiras no ASV apstiprinalajiem. Uzsverot ekonomiskos principus 
juridisko viela, Kopiena apvienojamo grupu noverlejuma ir mazak 
???kapitalistiska, bet vaira orientejas uz plasaku ieintereseto personu 
loku- ne tikai uz akcionariem, bet arl uz stradajosajiem, kreditoriem, 
paleretajiem, parraudzibas institflcijam un plasaku sabiedribu. 
EK ininistru padome Septilo direktivu apstiprinaja 1983. gada 13. junija, 
apmeram sepiinus gadus pec tain, kad ta lika pirmo reizi pieteikta. 
Direktiva prasa apvienosanos gadijumos, kad viena firma parliecinosi 
ieguvusi konlroli par chain firmam (ar akcionara balssliesibu palidzlbu, 
konlrolejol direkloru padomi vai vadibu). Apvienojamas firnias Dirsktiva 
lick devetas par uzneinumiein, ladejadi to loks neaprobezojas ar 
korporacijam.
Parsvara no firmajn tick prasila /iorizonf;!/;l ,'ipv/enos,'in/i.s vai 
apaksapvienosaniis (subconsolidalion)- Tomer dalibvalslis var nrazinat sis 
prasibas iespaidu savas valsts likumdosana.
Septitaja direktiva jutama liela Ceturtas direklivas ietekine, taja izmantoti 
tadi pamaljedzieni ka pagalnes izmaksas, uzki'ajumu giTunatvedibn un 
akciju verlibas uzskailes metode.
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GRAMATVEDIBA

(1) Padomju gramalvedibas sistema tika izveidota, lai sniegtu cenlralizetas planveida 
ekonomikas vadisanai nepiecieSamo informaciju.

(2) Uznemumu gramatvezu apkopolo informaciju lietoja vienlgi valsts iestades un 
uznemumi. Gramatvedibas pinnais uzdevums bija parraudzit un kontrolet 
saimniecisko rcsursus, lai sasnieglu valsls plana nosprauslos merkus.

(3) Gramalvedibas informacija ce|oja abos virzienos- aug&up un lejup- pa 
administrativas hierarhijas kapnem. Visu nozaru uznemumi sniedza augstakstavoSam 
iesladem gramatvedibas informaciju, lai skaita ari zinas par nakotnes planiem. Si 
informacija palidzeja cenlralizelo planu sastadilajiem. Pec lam raiotaji no 
augstakstavosajam iesladem sanema konlrolskailjus (normas) un razoSanas planus un 
cilus razosanas raditajus, kas bija jaizpilda. Pa hierarhijas kapnem augSup 
informacija cejoja galvenokart koniroles nolukos. Ta nonaca minisliijas un cilas 
valsls ieslades, piemeram Finansu minislrija un PSRS Valsts Slatistikas komiteja. 
PSRS Valsls banka un cilas bankas, kuras nodarbojas ar uznemumu islermina un 
ilgtennina kredileJ>anu.

(4) Lai pildili cenlralizelas planoSanas un konlolcs prasibas, gramalvedibas 
sistemaPSRS lika izveidota alSkirlgi no slarplautiski atzitam norniam un principiem. 
Svarigakas alskiribas bija sekojoJSas:

(5) /enakumu un j'zdevumu saska^o.^an.i. Padomju gramatvediba pienemts 
ienemumus regislret likai pec kvits sanemSanas, bet izdevumus re^islre ari pirms to 
fakliskas apmaksas. Izdevumu un ienemumu nesaskanoliba rada nepareizu 
prieksslalu par ienukumiem allieciga laika posina. Lai iekjaulos Starptautiskajos 
gramalvedibas slandarlos bijuSajai Padomju Savientbai japftriet uz uzkra/uinu 
grSmatvedibu (accrual accounting).

(ft) Risks un konscrvuiivisiw;. Padomju gramalvediba orientejns uz bezriskn darbibas 
vidi. Tika pienemts, ka ekonomiskie apstakji ncietekmc apgrozamo lidzek|u vertibn. 
Tade| padomju gramalvediba nebija pazislams "konservalivais piegrijiens", nedz ari 
princips grumalvediba pielictot zcmako no lirgus vai izmaksas ccnam. Tradicionalaja 
sislema nelika paredzela iespeja, ka pirceji un pasulitaji paradus nenomaksa laika. §ie 
paradi tika norakstili vienigi lajos gadijumos, kad neapstridami pieradijumi liecinaja, 
ka paradi ari neliks nomaksati. Finansu sislemas labai funkcioneSanai nepiecieJiains 
norakstlt uznemumam nevajadzigos pamallidzekjus.

(7) Nemalerialie ieguldijumi. Saskana ar padomju gramalvedibas likumiem, 
nemalerialie lidzekji nelika iekjauli finansu zinojumos. Vairuma tirgus ekonomiku las 
tick darits.

(8) /'arna(/j(/zek/i. Padomju gramatvediba papildus ieguldijumi pamatlidzekjos un 
amorlizacijas principi buliski alSkiras no starplautiski pienemlajam notmam. Padomju 
uznemums pamatlidzek|tis parasli sanema no valsts par brivu. Sanemtie 
pamatlidzekji tika ieraksliti ka kapitaliegulilijumi.



(9) Amortizacija tika ierakstita pasiva sadaja ka nolietojums. Tadejadi pamatlidzekji 
paradijas aktiva sadaja to sakotneja vertiba, bet starptautiskaja prakse pienemts 
bilance uzradit pamatlidzek|us ar jau ierekinatu nolietojumu.

(10) RazoSanas izmaksas. Padomju gramatvediba kopa tika jauktas tieSas un netieSas 
izmaksas. Netika izSkirlas produkta izmaksas un perioc/a izmaksas (ar raXoSanu tie§i 
nesaistitas izmaksas, piemeram, administrativas izmaksas). Ar raZoSanu nesaistitas 
izmaksas tika pierekinatas raiu^anas izmaksam. Ar rafcoBanu nesaistitas izmaksas tika 
ierekinatas arl nepardotajos produktos. Slarptauliski pieuemts produkta uz uiioJSanas 
izmaksas dallt, bet netie§as izmaksas piesaistit periodam, kura tas notiku§as.Tada 
veida, protams, samazinas ienemumi.

.'•V
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BILANCES SHEMA KONTU VE1DA

AKTIVS

Ilgterrnina ieguldijumi
I. Nematerialie ieguldijumi:

1. Petniecibas darba un uznemuma atlistibas izmaksas.
2. Koncesijas, patenli, licences, preCu zlmes un lidzigas tiesibas.
3. Uznemuma netnaleriala verliba.
4. Avansa maksajumi par nematerialiem ieguldijumiem.

II. Pamatlidzekji:
1. Zemes gabali, ekas un buves un ilggadigie stadijumi.
2. Tehnolo&isks' iekarlas un maSinas.
3. Parejie pamatlidzekji un inventars.
4. Pamallidzekju izveidoSana un nepabeigtas celtniecibas izmaksas.

III. llgtermina finansu ieguldijumi:
1. Lidzdaliba mcilas uznemumu kapitala.
2. Aizdevumi meitas uz'memumiem.
3. Lidzdaliba citu saistito uznemumu kapitala.
4. Aizdevumi citiem saislitajiem uznemumiem.
5. Parejie vertspapiri un lidzdaliba kapitalos.
6. Parejie aizdevumi.
7. PaSu akcijas un da|as.
8. Aizdevumi uznemuma dalibniekiein un vadibai.

Apgrozamie lidzekji
I. Krajumi:

1. Izejvielas, pamatmaleriaii un paligmateriali.
2. Nepabeigta raXo§ana.
3. Gatavie izstradajumi un preces pardoganai.
4. Nepabeigtie pasutijumi.
5. Avansa maksajumi par precem.
6. Darba dzivniekiem un produktivie dzivnieki.

II. Debitor!:
1. Pirceju un pasulHaju paradi.
2. Meitas uznemumu paradi.
3. Citu saislito uznemumu paradi.
4. Citi debitor!.
5. Neiemaksatas dajas sabiedribas kapitala.
6. Istermina aizdevumi sabiedribas dalibniekiein un vadibai.
7. Nakamo periodu izmaksas. 

HI. Vertspapiri un lidzdaliba kapitalos:
1. Lidzdaliba meitas u/ncmumu kapitala.
2. PaSu akcijas un dajas.
3. Parejie vertspapiri un lidzdaliba kapilalos. 

IV. Naudas lidzek|i.



PASIVS

Pa§u kapitals:
1. Akciju vai da)u kapitals (pamatkapitals),
2. Akciju emisijas uzcenojums.
3. Hgtermina aktivu parverteSanas rezerve.
4. Rezerves:

a) likuma noteiktas rezerves;
b) rezerves paSu akcijam vai dajam;
c) sabiedribas statutes noteiktas rezerves;
d) parejas rezerves.

5. Nesadalita pejna:
a) iepriekSejo gadu nesadalita pejna;
b) parskata gada nesadalita pe|na.

Uzkrajumi:
1. Uzkrajumi pensijam un tamlldzlgam saistlbam.
2. Uzkrajumi paredzamajiem nodokjiem.
3. Citi uzkrajumi.

Kreditori (Istermina un ilgtermina)
1. Aiznemumi pret obligacijam.
2. Akcijas parverSamie aiznemumi.
3. Aiznemumi no kreditiestadem.
4. No pircejiem sanemtie avansi.
5. Paradi piegadalajiem un darbuznemejiem.
6. Maksajamie vekseji.
7. Paradi meitas uznemumiem.
8. Paradi saistitajiem uznemumiem.
9. Pejnas nodoklis.
10. Parejie kreditori, ieskaitot nodokjus un socialas nodroSinaSanas maksajumus.
11. Nakamo periodu ienakumi.
12. Parskata gada dividendes.
13. IcpriekSejo gadu neizmaksaias dividendes.



Questionnaire by Ken Eisen;

JAUTAJUMU SARAKSTS

1) Pamatinformacija par uznemumu, tai skaita an darblbas, razojumu, iek§ejo un 
arejo tirgu raksturojums.

2) Razosanas eku saraksts, kas ietvertu ari vietas noradi, lielumu, celtnieclbas
veidu, nodosanas gadu, izmaksas nodosanas brldi, paSreizejo bilances vertibu, 
nolietojuma aprekinasanas metodi, paredzamo kalpoSanas ilgumu, inflacijas 
de| veikto parcenosanu, ja tada ir bijusi, ari novertesanu, ja tada veikta pedejo 
trls gadu laika.

3j Lielako iekartu apraksts, kura noradits ari razolajs, atrasanas viela uzneniunia, 
sakntneja cena, iegadasanas gads, sibrlza bilances vertiba, nolietojuma 
aprekinasanas metode un izmantota paredzama kalposanas laika da|a, stavoklis 
(noradit ari korekcijas, kas, iespejams, veiktas inflacijas de). Noverlesana 
pedejo tris gadu laika.

4) Vaditaju vardi, amati un izglitiba/darba pieredze.

5) Pedejo iris gadu bilances un dokunienti par naudas apgrozijumu.

6) Debitoru paradi, kuru termins nolecejis pinns vairak neka 90 dienam. 
Aizdevumu noteikumu apraksts.

7) Kopsavilkums par gatavo produkciju, ja to uzskata par nepardodanni, ka ari 
par uzkralajain rezei vein.

H) F'edejo tris gadu izdevumi ekam un iekartam, ka ari sini gadain btidzela 
planotie vai paredzamie izdevumi siem incrkiem.

9) Uzncmuma desmit galvcnie klienti un so klientti da|a kopejos ienemumos.

10) Uzncminna pasreiz neizpildito pasutijumu apjoms un izteiksme vieleja valuta.

11) Vai ir kadas neparedzetas saistibas, tai skaita restitucijas/atdos'ans pieprasijumi, 
un ka vadiba paredz so prasibu atrisinajumu.

12) Nodokju procenti.

13) Kopsavilkums par aiznemumiem, ikmenesa maksajumiem, ari laika
nenokartotiem maksajumiem, ja tadi ir, procentu likmes un nomaksas termini.

14) Pedejo tris gadu inflacijas procenti uznemuma produkcijai, ka ari visparejais 
inflacijas limenis ekonomika.



PAMATLlDZEK^I. IpaSums, rflpnica un iekartas ir bilances kategorija, ko 
izmanto, lai uzskaitltu Iklzekjus, kuru lieto§anas deriguma laiks parsniedz vienu gadu. 
leguldijumu §ajos lidzekjos izmaksas tiek nostaditas prelim ienemumiem, kurus Sie 
Iidzekji sarazo. Nolietojums ir sistematiska un racionala rupnlcas Hdzekju izmaksu 
pardaliSana uz vairakiem uzskaites periodiem.

NOLIETOJUMA RAKSTURS

Daudziem uznemumiem nolietojums ir viena no lielakajam izmaksam, kas biezi vien 
parsniedz neto ienakumu. Piemeram, 1988.gada General Motors Corporation 
nopelnija 4.86 biljonus dolarus, bet nolietojuma vertlba sasniedza 5 biljonus dolarus. 
Tikai nedaudzas sferas piedava tik plaSu izveli specifisku gramatvedibas panemienu 
praksei un izvelei.

Jaunas automaSInas nolietojums sasniedz vairakus tukstoSus dolarus lidzko ta 
atstaj uzpemuma tirdzniecibas partavja teritoriju. Tomer gramatvedlba lietotais 
termins nolietojums at^kiras no SI varda parastas nozimes. Gramatvedibas specialists 
savas finansialajas atskaites pielieto nolietojuma aprekinu ka

gramatvedibas sistemu, kuras merkis ir sistematiski un raci'ona// pardallt materialo 
vertibu un grutak saglabajamo vertibu (ja tadas ir) izmaksas vai citas pamatvertibas 
aptuveni aprekinata vienlbas (kas var but ari vairaku Ildzekju grupa) deriguma laika 
periods. Tas ir pardaliSanas, nevis noverteSanas process.

Termins sistematisks un racionals nosaka, ka nolietojuma metodem ir jabut gan 
preclzi specifizetiem, nevis /haotiskiem - haphazard/ vai subjektiviem, gan an 
pamatotarn tada zina, ka rezultats lo^iski izriet no lidzekju izmantoSanas.

Finansialas atskaites ipa§uma, iekartu izmaksas var tikt izteiktas ka izdevumu 
ilgtermina iepriek^ejie maksajumi. Izmaksas tiek registretas ka bilances aktivas puses 
lidzeklis, jo rnateriala vieniba atspogujo nakotnes ekonomiska potenciala kvantitati. 
Daja no izmaksas ir domata, lai dotu labumu/izdevigumu katram lieto§anas periodam. 
Kaut ari realais izmaksu lielums, kas attiecas uz jebkuru noteiktu laika periodu, nevar 
but preclzi noteikts, nolietojuma izdevumi ir sistematiski aprekinats lielums, kas 
paredzets tieSi Sim merkim.

Nolietojuma noteikSanas process nav Hdzekju parverteSana atskaites gada beigas. 
Pakapeniskas tirgus vertibas izmainas netiek registretas uzpemuma lldzekju 
aprekinaSana/uzskaite, tade] uznemuma lidzekju bilances vertiba parasti neatbilst tas 
tirgus vertibai.

NOLIETOJUMA CELOtyl

Uzpemuma Hdzekju deriguma vai izmantoSanas laika samazinaSanos rada fiziski 
faktori (ietverot nonesaSanos), kam par celoni bijusi to izmanto?>ana, laika iedarblbas 
faktors, ka ari bojajumi un novecoSana. NovecoSanas faktors parasti ir jaunas 
tehnolo£ijas ievie^anas rezultats, kas vecos lidzekjus padara mazak efektivus un Hdz 
ar to palielina to izmantoSanas izmaksas. NovecoSanas faktors paradas ari tad, kad 
uznemuma paplaSinaSana iegulda noteiktus lidzekjus, kas nav izmantojaini jaunajos 
darbibas apstakjos, vai kad samazinas pieprasijums pec tiem produktiem vai 
pakalpojumiem, kr razo §ie Hdzekji. NovecojoSie Iidzekji parasti ir laba stavokli un 
joprojam piemeroti to sakotnejo funkciju izpildei. Nolietojuma aprekina^ana apskata



visus paredzamos faktorus, kas ierobeio uznemuma lidzekju derlgumu un 
izmantoSanas laiku.

Tomer tehnologijas izmainas ne vienmer automatiski padara vecakas iekartas par 
novecojoSam. Ja vecakas iekartas joprojam apmierina kompanijas vajadzlbas, tad 
novecoSana nav janem vera. Piemeram, mikrokompjuteru industrija bieii tick 
uzlaboti kompjuteru mikroprocesori, kas ieverojami palielina kompjuteru atrumu un 
iespejas. leviestie 386 mikroprocesori parspeja 286 mikroprocesorus. Tomer 
personalie kompjuteri, kas izveidoti balstoties uz 286 mikroprocesoriem joprojam tick 
plaSi izmantoti un pilnigi nodroginati ar programmu un laboanu/remontu ligumiem. 
Daudzam kompanijam tuliteja pareja uz butiski dargakajiem 386 mikroprocesori 
kompjuteriem nebija izdevlga.

Lidzekjiem, kas ir iegulditi vel nepabeigta celtnieclba vai vel neuzstaditas 
iekartas, nolietojums nav janosaka. §adi lidzekji vel nerazo nekadu izdevlgumu vai 
labumu, tadej to ieguSanas izmaksas nav saskanotas ar paSreizejiem ienemumiem.

Ja Hdzek|us kadu laiku neizmanto vai lidzekji tiek glabati kadai nakotnes perioda 
HetoSanai, nolietojuma noteikSana ir jaturpina, jo fizisku un funkcionalu iemeslu de| 
kompanijas lidzekju vSatmnieciska izmantojamlba samazinas. Partraucot rupnicas 
lidzekju izmantoSanu raio^ana, tiek samazinata to gramatas bilance uz tas cenas, ko 
var sanemt tirgu atnemot pardo§anas cenu. Tas tiek norakstits ka zaudejums, nevis ka 
nolietojuma izmaksu daja.



NOLIETOJUMA METODES

Nolietojuma aprekinaSanas proceduru iedala nolietojuma noteikSanas metodes un 
nolietqjuma noteikgans sistemas. Nolietojuma noteikSanas metodes parasti izmanto 
katra atseviska nolietojuma noteikSanas gadijuma, kurpretim nolietojuma noteikSanas 
sistemas izmanto lldzekju grupam. Pamatlldzekju programnodroSinajums ]auj 
vienkarSot nolietojuma aprekina&anu, uzskaiti un ierakstu atskaites ka metodem, ta 
ari sistemam. Tabula 12-2 uzskaititas vairakas nolietojuma noteikgans metodes. 
Tabula 12-3 uzraditi kadas hipotetiskas rupnlcas Hdzekji. Sis piemers turpmak tiks 
izmantots Cetru nolietojuma noteikSanas metoZu ilustracijai.

Ticsa mctodc TieSa metode (Ti) balstlta uz pieneeumu, ka rflpnicas lidzekju 
lietderiba samazinas vienmerigi. TieSa metode nolietojumu tie§a veida saista ar 
laika tecajumu, nevis ar lidzekju lietoSanu. Tadej katra laika vienlba iTdzekju 
nolietojums ir viens un tas pats. Tade) periodiskais nolietojums saskana ar Ti metodi 
izsakams ka

gadskartejais Ti ieguSanas izmaksa - vertibas atlikums 
nolietojums = ___________________

paredzamais lietas muzs gados

Saskana ar Tabula 12-3 doto piemeru tas butu:
= ($ 6600 - $ 600)/5 = $ 1200 gada

Ti nolietojumu biezi medz izteikt procentos. Ikgadejais Ti nolietojums ir gada 
nolietojuma izdevumi attieclba pret nolietojamo izmaksu. Tas ir pastavlgs lielums ( 
nemainigs visa lidzek|u "muia"), kas parada nolietojamo izmaksu daju procentos, to 
sauc par nolietojumu laika perioda. Tabula 12-3 dotajiem lldzekjiem Ti nolietojums 
ir20% ($12007 $6000). Tadejadi 20% no nolietojamas izmaksas katru gadu atzlst 
par nolietojumu. §ie 20% (1/5) apgriezti proporcionali lidzek|u lietderlga "muza" 
ilgumam. Ja zinami ikgadeja nolietojuma procenti, tad §o skaitli var izmantot Ti 
nolietojuma aprekinaSanai attiecigaja gada (0,20 x $6000). Tabula 12-4 paradita Ti 
nolietojuma aprekinaSana visa Tabulasl2-3 lidzekju lietderlga muza ilguma. Ti 
metodes pielietoSana )auj finansu zinojuma lietotajiem prognozet bilance uznemto 
lidzekju atlikuSo kalpo?5anas laiku. Piemeram, Tabula 12-4 doto lidzekju bilances 
vertiba 1992. gada 31. decembri ir $ 4 200. Atieciba $ 4 200/6 600 (64%) ir lidzekju 
atlikuSais lietderlga muza ilgums. Patiesiba atlikusi lietderlga muia daja ir 60% ( 3 
gadi/5 gadiem). AtSkiribas rada atlikusa vertiba.

Novertcjums Ti metode guvusi atzinibu sava sistematiskuma un ertibas dej. Ta ir 
Ipa^i parociga tajos gadijumos, kad Hdzekju kalpoSanas potenciala samazinaSanas 
notiek gandriz vienmerigi, kad katra laika perioda lldzekji tick lietoti vienadi un 
uztureSanas un remonta izdevumi ir pastavlgi visa lidzekju kalpoSanas laika. 
Metode nav piemerojama lidzekjiem, kuru kalpoJSanas potenciala samazinasanas un 
kalpoSanas iespeja nav tie§i saistama ar laika tecejumu.



Uz ieguldijumu un izlaidi balstltas metodes (inputs and outputs)

Darba stundu metode Darba stundu metode (DS metode) pamata ir pienemums, ka 
uznemuma lidzekju nolietoSanas tiegi saistita ar lidzekju izmantoSanas ilgumu. 
KalpoSanas laiks tiek izteikts darba stundas. Periodiska nolietojuma izmaksas tad tiek 
aprekinatas reizinot attiecigaja periods nostradato stundu skaitu ar nolietojumu darba 
laika veiniba (darba stunda). Pielietojot So metodi periodiska nolietojuma izmaksas 
var but atSkirigas, atkariba no izmantoganas intensitates. Pec DS metodes nolietojumu 
aprekina saskana ar sekojoSu formulu:

nolietojums ieguSanas izmaksa - vertibas atlikums
viena darba = --——————-——-—-—--————~
stunda paredzamais kalpoSanas laiks stundas

= $6 600 - $600 / 20 000 = $ 0,30 katra darba stunda

gada nolie­ 
tojums pec 
DS metodes

nolietojums 
viena darba 
stunda

darba stundu 
skaits 
viena gada

Tadejadi 1991. gada nolietojums = $0,30 X 3800 = $ 1 140
(apr£kJn& pienem, ka iekiru izmantota 3 800 slundu gads)

Tabula 12-5 paradits, ka SD metodi pielieto Tabula 12-3 uznemto lidzekju 
nolietojuma aprekina^anai visa to kalpoSanas laika.
DS metode piemerota tadiem lidzekju veidiem ka dzelzceju ritoSie sastavi, kravas 
transporta lidzekji un naftas urbSanas iekartas.

Produktivas izlaidcs mctodc Produktivas izlaides metode (PI metode) ir lidztga DS 
metodei, ar to atSkrlbu, ka katra no tarn nolietojuma aprekinaSnai izvelas citu 
atskaites sistemu. PI metode pienem, ka lidzek|i nolietojas nevis nostradato stundu 
de|, bet atkariba no izlaistas produkcijas daudzuma. Noteikts nolietojums tiek tie§i 
saistits ar vienu sarazotas produkcijas vienibu un tiek ierekinats razoSanas izmaksas. 
Lidz ar to nolietojums mainas atkariba no izlaides apjoma.
Nolietojuma procentu un nolietojuma apjoma aprekinaSani saskana ar PI metodi 
formula ir sekojoSa:

nolietojums 
sarazojot vienu 
produkcijas vienibu

ieguSanas izmaksa - vertibas atlikums 

paredzamais saraXojamo vienibu skaits

= $6 600 - $ 600 /10 000 = $ 0,60 sarazojot vienu produkcijas
vienibu

\



gada nolie- nolietojums gada sarafcoto
tojumspec = saraiojot vienu x produkcijas
PI metodes produkcijas vienibu vienibu skaits

nolietojums 1991. gada = $ 0.60 X 1 800 = $ 1080
(piegemot. ka 1991. gadi jaraZotas 1800 produkcijas vicnlbas)

Tabula 12-6 paradits, ka PI metodi pielieto Tabula 12-3 uznemto lidzekju 
nolietojuma aprekinaSanai visa to kalpoSanas laika, pienemot, ka tiks sarazotas 10 000 
produkcijas vienibas

IVoverfcjums Si metode ir erta tajos gadljumos, kad samere precizi iespejams noteikt 
produkcijas izlaides apjomu un paredzet lidzekju kalpoSanas laiku. Un ja tas ta ir, 
tad PI metode jauj precizi sasaistlt attiecigo lidzekju ieguSanas maksu ar labumu 
(produkciju), ko dod §o lidzekju izmantoSana. PI metodi bieii pielieto aprekinot 
nolietojumu raktuvju iekartam, naftas ieguves iekartam, ka an terauda raioSanas 
iekartam.

Paatrinata nolietojuma metodes

Lidz Sim aplukotas nolietojuma metodes pienem, ka zinama laika perioda, darba 
stunda vai sarazojot vienu produkcijas vienibu nolietojums ir pastaviga lielums. 
Turpmak aplukota metozu grupa-- paatrinata nolietojuma metodes- pienem, ka 
izmantoSanas sakumposma nolietojums ir lielaks neka velaka laika. Tadejadi 
lidzek|us atrak atzfst par nolietotiem.
Paatrinata nolietojuma metodes pienem, ka izmantoSanas sakumposma Hdzekji katra 
laika vieniba dod vairak labuma, jo lidzekju raziba ir agstaka-- mazak laika japatere 
ka to uzturei>anai kartlba, ta an remontam.

Paatrinata nolietojuma metoiu vidu svarigakas un Sobrid biezak lietotas ir gadu 
summas metode (OS metode) un bilances samazinaSanas metode (BS metode).

Gadu summas metode (GS metode) Saskana ar gadu summas metodi nolietojumu 
aprekina lldzekju nolietojamo vertibu reizinot ar dajskaitli, ko iegust sekojoSi:

Skaitltaja: atlikuSais kalpoSanas gadu skaits perioda sakuma. Skaititajs samazinas ar 
katru nokalpoto gadu. Tabula 12-3 uzradltajiem lldzekjiem uz 1993. gadu skaits bus 
"3", jo uz 1993. gada sakumu bus atlikuSi trls kalpoSanas gadi.

Sauceja: summa, ko iegust saskaitot skaitjus no "1" Hdz skaitlim, kas apzlme atlikugo 
kalpoSanas gadu skaitu ( gadu summa). Piemaram, lldzekjiem, ko lietos vel piecus 
gadus, summa bus "15" (14-2+3+44-5=15).



Tabula 12-3 dotajiem lidzekjiem 1991. gada nolietojums ir :1991. g. nolietojums pec 
GS metodes = ($ 6600 - $ 600) x (5/15) = $2000

GS metode pieskaitama paatrinata nolietojuma metodem tadej, ka ta paredz lielaku 
Hdzekju nolietojumu pirmajos izmantoSanas gados, bet ar katru gadu tas samazinas.

Tabula 12-7 ilustre GS metodi visa Tabula 12-3 doto lidekju lietoSanas laika.

NovcrtGjums GS metodei raksturlgs sistematiskums un parocigums, jo ipaSi tajos 
gadijumos, kad lidzek]i vislabak izmantojami pirmaja laika pec to iegades. 
Piemeram, kompjuteri un citas sarez^Iia tehnika vislielako labumu dod drlz pec to 
iegades, bet tehniskajam iespejam attistoties talak iegadatas iekartas pakapeniski 
novecojas.

Paatrinata nolietojuma metodes ipa§i piemerotas gadijumos, kad tehniska atpaliciba 
ir svarigs faktors, kas ietekme izmantoSanas ilgumu. Piemeram, lidzekji, kas paredzeti 
trim gadiem, pec pirma gada ir nolietojuSies par 50%: 3/(3+2+l) = 3/6 jeb 50%. Ja 
lidzekji novecojas divos gados, tad pec pirma lietoSanas gada lielaka lidzekju daja 
uzskatama par nolietotu.



Bilances samazinaSanas metodes (BS). AtSkiriba no iepriekSapspriestajam 
metodem, bilances samazinaganas metodes nav balstitas uz nolietojuma vertlbu. §aja 
metozu grupa periodiskie nolietojuma izdevumi ir trls vertlbu kopprodukts:

1. Bilances vertiba perioda sakuma (pirmaja perioda bilances vertiba ir vienada ar 
iepirkSanas izmaksam; vertibas atlikums netiek atskaitlts).

2. TieSa likme (l/izmanto§anai derigais laiks)

3. Paatrinajums procentos, kas svarstas no 100% lidz 200%. Sie procenti ir atkarigi 
no Hdzekjiem. Ja paatrinajums sasniedz 200% (kas parasti art notiek), tad So metodi 
sauc par bilances dubultsamazinas'anu un nolietojumu nosaka pie dubultotas tieSas 
likmes.

Piemeram, izmantojot dubultlgi samazinatu bilanci, 12-3 tabula atteloto lidzekju 
nolietojuma izdevumi laika perioda 1991-1992 ir:

1991.g. nolietojums = $6 6(X)(1/5)(200%) = $2 640
1992.g. nolietojums = (%6 600 - $2 640)(1/5)(2()0%) - $1 584

Pielietojot §Is metodes ikgadejie nolietojuma izdevumi samazinas paraleli ar 
bilances vertibas samazinaSanos. Bilances vertiba jebkura gada sakuma tick 
samazinata par visu iepriekSejo gadu nolietojuma vertibu.

Noverfcsana. Bilances samazinaSanas metodes butiski atSkiras no iepriekS 
apspriestajam tris jomas:
* Aprekinot nolietojumu vertibas atlikums netiek atskaitits.
* Nolietojuma likme tick attiecinata uz bilances samazinaSanos, nevis uz konstantam 
nolietojuma izmaksam.
* IpaSa uzmaniba ir japieverS tam, lai aprekinatais lidzekju nolietojums nav mazaks 
par atlikuma vertibu, rupnicas lidzekju minimalo bilances vertibu.



1993. gada 19. februarl

GRAUDU RAZO§ANAS IZMAKSAS UN CENAS LATVIJA
1992. GADA

Lauksaimnieclbas konsultaciju centra informacija par sesam zemnieku saimnieclbam 
atrodamas zinas par 1992. rudzu un miezu razu. Tika sanemti tris zinojumi par katru 
graudaugu kulturu. Kaut ari pret secinajumiem, kas izdarlti pamatojoties uz Sadu 
mazu informacijas daudzumu, jepieverSas ar zinamu piesardzlbu, tomer ta ir noderiga 
sakuma informacija, lai gutu priekSstatu par pejnu, ko Latvija var iegut no 
graudkopibas.

Kopejas miezu razosanas izmaksas, iznemot gimenes darba ieguldijumu, bija visai 
Hdzigas. Tas bija no 29 031 lidz 32 639 LVR uz hektaru. Raza bija robezas no 2,2 
t/ha lidz 3,0 t/ha, tadej graudu tonnas izmaksas bija no 10 540 lidz 13 196 LVR.

Rudzu izmaksu un razas atSkiribas bija daudz jutamakas. RaZoSunas izmaksas, 
neskaitot gimenes darba ieguldijumu, bija no 36 942 LVR/ha lidz 49 215 LVR/lia. 
Raza bija robezas no 3,0 lidz 4,0 t/ha. Zemnieks, kuras saimnieciba bija zemakas 
hektara izmaksas ieguva visaugstako razu. Tonnas izmaksas bija no 9 986 LVR lidz 
17 200 LVR.

lenemumi par darbu, kas ieguldits apstradajot vienu rudzu vai miezu ha, dazadas 
saimniecibas ieverojami alskiras. lenemumi par viena ha miezu sejumu apstradaSanu 
bija no 1 681 LVR lidz 10 260 LVR (par pamatu nemot razotaja cenu 13 960 LVR/t). 
lenemumi par viena ha rudzu sejumu apstradaSanu bija ieverojami augstaki- no 13 785 
LVR lidz 47 058 LVR, jo rudzu cena un raza bija augstaka (skat, tabulu).

Dazadas izmaksas, kas tika uzradltas budzeta, atspogu|oja reali pastavoSas tirgus 
cenas. Miezu seklas cena bija 250 LVR/ kg, bet rudzu seklas cena- 270 LVR/kg. 
Minieralmeslu izmaksas tika noteiktas pec natrija, fosfora un kalija aktivas vielas 
cenam. Cilas noteiktas izmaksas bija: augu aizsardzibas lidzekji, organiskie mesli, 
degviela un smervielas, ka an maksa par labibas nogadaSanu uz dzirnavam vai 
elevaloriem. letverta tika ari maksa par tehnikas izmantoSanu, un ta bija no 2 600 lidz 
4 100 LVR par hektaru.

Noteiktas izmaksas ietvera ari pamatlfdzekju nolietojumu un procentu nomaksu par 
aiznemumu izmanto§anu. Pamatlldzekju nolietojums bija robezas no 4 421 lidz 7 505 
LVR uz hektaru, bet procentu maksajumi bija no robezas no 3 441 lidz 7 505 LVR.

Procentu izmaksas bija pareizi iekjautas budzeta ka razoSanas izmaksas. Bet patiesiba 
neviena no apskatamajam saimnieclbam naudu nebija aiznemusies. Tadej butu 
noderigi aprekinat darba izmaksas, procentu maksajumus nepemot vera. §Ie skaitji 
doti tabulas pedeja aile. lenemumi par viena ha mieiu sejumu apstradaSanu bija no 6 
981 lidz 14 258 LVR . lenemumi rudziem bija no 21 290 lidz 50 499 LVR par 
hektaru.

Sagatavojis Lauksaimnieclbas privatizacijas projekts



1993. gada 19. februaris
Zemnieku saimniecibas budiets Latvija

saimniecibas numurs
un rajons

^

Zemnieku

1992. gada. miezi

tehniskas izmaksas procentu
mainigas noteiktas* izmaksas/ha

1
3
8

Saldus
Valmiera
Dobele

LVR
23213
16420
22609

saimniecibas budiets Latvija

saimniecibas 
un rajons

2
6
8

numurs

Valmiera
Ludza
Dobele

* noteiktas

LVR
9426

12611
9011

1992. gada, rudzi

tehniskas izmaksas 
rnainfsas noteiktas* i

LVR
32640
25195
29382

LVR
16575
15056
7560

izmaksas ietver pamatlidzekju nolietojumu

LVR
5005
5300
3998

procentu 
7mak;sas/n3

LVR
7505
5962
3441

kopejas izmaksas
uzha
LVR

32639
29031
31620

kopejas izmaksas 
uzha
LVR

49215
40251
36942

raza

t/ha
2500
2200
3000

raza

t/ha
3000
3000
4000

1 tonnas
izmaksas

LVR
13056
13196
10540

1 tonnas

LVR
16405
13417
9236

1 tonnas
cena
LVR

13960
13960
13960

1 tonnas 
cena
LVR

21000
21000
21000

ienemumi
par darbu/ha

LVR
2261
1681

10260

ienemumi 
par darbu/ha

LVR
13785
22749
47058

ienemumi par dzrbu
bez procentu izmaksam

LVR
7266
6981

14258

ienemumi par darbu
h«7. pmcftntii iTrnaksSm

LVR
21290
28711
50499

un aiznemuma procentu izmaksas
Sagatavots Lauksaimniecibas privatizacijas projekta



debitoru paradi ir jau vairak neka se§us menegus veci un varetu but 
janoraksta ka bezcerlgi.

Paradu apjoms dazados nozares uznemumos ir igverojajai -i 
Tomer vairumam uznemumu tas ir pietiekami liels, lai nebutu komerciali 

ieneinams. Tomer, pec valdibas domam, paSreizejai vadibai paradu 
Jrc^^^aiekjauj ka normala darblbas izdevumu daja un jaunajiem 

ipasniekiem uzkratie paradi japarnem. VairuiflaTzemais^asreizejais un 
nakotne sagaidamais produkcijas izlaides limenis grauj §adas cerlbas////.

q Par splti grOtajai situacijai, tas nav attaisnjums privatizacijas aizkaveSanai
neviena uznemuma.

Ideala gadijuma, lai piespiestu dzlvotnespejigos uznemumus bankrotet, 
butu vajadzigs jauns likums par bankrotu. Tomer §ada likuma trukums arl 
nebutu izmantojams par attaisnojumu privtizacijas aizkaveSanai.

D. Ipasi pardosanas noteikumi

Pamatojoties uz musu analfzi, mes uzdrosinamies apgalvot, ka valdibas 
interests butu sagatavot vienlaiclgi visu miltu malSanas, lopbaribas 
razosanas un elevatoru uznemumu atklatas pfrdosanas konkursu 
priekslikumus. Ka alternatlva, ja administratlvais slogs sadai liela meroga 
privtizacijai izradas par smagu, varetu but uznemumu sagrupe§ana 
geografiski vairakas pardosarS grupas.

Ka piezimets pielikuma A, visos miltu malSanas uznemumos, iznemot 
vienu, ir lopbaribas razotnes. Visos gadijumos, iznemot divus, i$$$fr 
elevatori atrodas vienuviet vai nu ar miltu malganas^ vai lopbaribas 
uznemumu. Konkursa pieteikumu praslSana vienlaiclgi par visam 
raiotnem/uznemumiem dod ka valdfbai ta ari perspektivajiem 
konkursantiem vislielako potencialu maksimalizet jauno Ipasnieku 
konfiguraciju. ///// "~ ~~

Lai ari visefektivakais veids butu visu pieteikumu pieprasisana vienlaikus, 
katrai apaksnozarei (miltu mal§anas, lopbajribas ra2o§anas uznemumierrr 
un elevatoriem) butu jaizveido atseviSka pieteikumu izskatlsanas darba 
grupa. Tas vairuma gadljumu atjaus //for maximum input b^ industry

—>

^

— ... i.
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management specialists in each subsector and introduce general 
administrative efficiencies.//

Mes velreiz atgadinasim iepriek§eja nodaja izteikto bridinajumu. 
Piedavajumu izskatl§ana vienlaikus visas apakgnozares/jienozime, ka visi - 
uznemumi tiks ari vienlaikus pardoti. Vairaki faktori varetu pardo§anas 
llgumu nevienlaiclgu noslegganu valdibai padarit izdevigaku.//

Zemak apskatita atseviski katra apaksnozare un velamie darblbas virzieni.
' p* 

1. Malsanas uznemumi

Valdiba uzskata, ka partikas miltu malgana ir strategist svarlga tas merl<;u 
sasniegsanai. Nemot to vera, §!s apakSnozares privatizacijas strategijai 
jabalstas uz diviem svarigiem apsverumiem. Tie butu:

a. skaidriba par to, ka miltu cenu nosaka uz konkurences 
pamatiem balstits tirgus, pamatojoties uz kviesu cenu plus parstrades 
izmaksam un "samerigu" pejnas daju.

b. cepejiem ir jabut parliecinatiem, ka visu laiku bus iespejama 
atbilstosa miltu piegade.

Valsti ir tikai cetras kviesu miltu dzirnavas un trls rudzu miltu dzirnavas. 
Lai ari sis maltuves paglaik tiek darbinatas ar jaudu, kas neparsniedz pusi 
no iespejamas, kaut vai vienas maltuves likvidesana varetu novest pie 
konkurences ierobefcoSanas.

Esoso uznemumu samazinasana pirms to pardo§anas, lai ari ir iespejama, 
butu darga un nozlmetu trucfgo valdibas resursu izskieSanu. Nemot vera 
zemas eso§o uznemumu arpusra2o§anas izmaksas, neliekas, ka visu 
dzirnavu darbinasana ar pazeminatu jaudu^.. varetu prasit lielas papildus 
izmaksas. Modernizacija vai cita veida parstrukturesana.ar merki ietaupit 
darbu pirms uznemumu pardoSanas nav attaisnojarrf? jo ieguldijumu 
atmaksasanas butu galvenokart japanak uz darba ietaupljumu rekina. Pie 
pasreizejas algu strukturas (pienemot, ka liekie darbinieki tiks atlaisti), 
darba algas veido relativi mazu pa§izmaksas daju.

11



Apsverot augstakkninetos apstakjus, mes ieteiktu valdlbai bez kave§anas 
turpinat miltu malsnas uznemumu piedavaSanu pardoSanai. Jasagatavo 
atklats konkurss, tai skaita japiedava piedallties ari potencialajiem arvalstu 
iegulditajiem.

2. Lopbaribas uznemumi

Lopbaribas razotnem irjoff ieverojami jaudas parpalikumi. Vairakas no 
tarn darbojas ar jaudu, kas ir zematyneka 15 % no)s.iespejamas. Tapat ka 
miltu dzirnavas, vairums lopbaribas uznemumu butu spejlgi tuvakaja laika 
stradat ar pozitlvu naudas plusmu (ja tick atbrivoti liekie stradajos'ie). Lai 
gan zema jaudas utilizacijas pakape liecina, ka kaut kad nakotne lieka 
jauda bus jalikvideLveids.kada tas notikjtf, bus kritisks nozares uztureSnai 
parejas perioda.

Pec musu domam, laika gaita lielas neekonomiskas vienlbas (sodienas 
saimniekos'anas apstakjos) bus vai nu jasamazina vai jaaizstaj ar 
mazakam, strategist veiksmigak izvietotam rupnicam, kas labak varetu 
apmierinat samazinata geografiska areala vajadzibas. Sobrid lopbaribas 
rupnicas atrodas devinas vietas, bet nakotne varetu but divtik daudz
mazaku uznemumu. TT§I iecereta parstruktureSana varetu tikt veikta

' _ _ oparveidojot agrak izmantotas kopsaimnieclbu telpas un iekartas, kar§
vaf^ U^& savestae' darba kartiba ar salldzinoSi nelielu ieguldljumu 
palldzlbu. Bez tarn, varetu celt jaunus, mazakus objektus, kas 
apmierinatu vietejas vajadzibas, kas radlsies jaunajos lauksaimnieciskas 
saimniekosanas apstakjos. Abos minetajos gadljumos butu ideala iespeja 
Pasaules bankas i^nvestlciju aizdevumiem lauksaimnieclbas nozare.

Parejas laika lopbaribas vajadzlbu pilnlba var apmierinat jau esosie 
uznemumi. Mes neredzam nepiecieSamibu vai pamatu slegt pastavosos 
uznemumus, ja tie darbojas ar pozitlvu naudas plusmu (fmansu izmaksas, 
iznemot apgrozamo lldzekju izmaksas, nevajadzetu nemt vera). Tas 
nozlme, ka eso§a un jauna vadlba nebutu abildiga par eso§o paradu un 
procentu nomaksu.

Vairakas no sim razotnem varetu saglabat savu rentabilitati ari ilglaiclga 
darba. Tas skJet vel jo iepejamak, ja atceras saistlbu ar lidzas eso§ajam 
miltu dzirnavam un graudu elevatoriem.

?
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Mums ir pamatotas Subas par to, vai §iem uznemumiem izdosies piesaistit 
lielus pircejus, iznemot paSreizejas vadibas kompanijas vai citus vietejos 
ieguldltajus, kas pateretu da]u no saraiotas lopbaribas./// Tomer mes 
iesakam apzinat pec iespejas pla§aku potencialo pirceju loku, lai noteiktu 
pec iespejas lielaka skaita piedallSanos un piedavajumus konkursa uz §o 
uznemumu. Tas stiprinas valdibas pozicijas sarunas ar potencialo pirceju. 
Mes iesakam So uznemumu privatizaciju veikt pec iespejas atrak. Nav 
nepieciesamlbas veikt ieguldijumus rupnlcu modernizacija, remontdarbos 
vai samazinaSana, pirms uznemums tick izzinots par pardodamu.

3. Labibas glabatuves (elevatori)

Gandrlz visos gadljumos lablbas glabaSanas uznemumi (elevatori) atrodas 
lidzas lopbaribas rafcotnem un miltu malSanas uznemumiem. Dazos 
gadljumos tas rada problemas privatizacijas gaita, jo elevatoru funkcija ir 
radlt lablbas uzglabaSanas un attiecfgas kondicijas uztureSanas 
nodroslnajumu pec razas laika.

Pienemot, ka valdlbas galvenais merkis ir palielinat lablbas razosanu un 
sasniegt pasnodrosinajumu, elevatoriem ir izSkirosa nozlme valdlbas 
strategijas realizesana. Ta prasa, lai visi elevatori paredzama nakotne 
turpinatu darboties. Lai ari tas nav pats ekonomiskakais labibas 
uzglabaSanas un kondicioneSanas veids, celtnieclbas izmaksas nejauj tos 
nekavejoties aizstat ar citadam glabatuvem. Vairuma gadljumil elevatoru 
dispozlcija// ^otiks vienlaikus ar parstrades uznemuma dispozlcij^. // 
Neskatotles uz to, pardo§anai janotiek ar no^^muTlca jaunie IpaSnieki 
nodrosina valdlbas labibas uzglaba§anu par konkurences samaksu vismaz 
da|a elevatora.

Musu sarunas ar valdlbas amatpersonam pavldeja doma, ka elevatorus 
nevajadzetu privatize!, jo tiem ir strategiska nozlme vietejam vajadzibam 
domatas partikas lablbas uzglabasana. Citu valstu piereze rada, ka 
elevatoru privatlpas'ums nav par kavekli atbilsto§u partikas lablbas 
krajumu uzture§anai. Ka jau tika minets agrak, svarigaks jatajums ir 
klasifikacijas sistemas un standartu ievieSana, ka ari elevatoru licenze§ana 
un elevatoru saistlbas saglabat ka valsts ta ari privatas labibas kvalitati.

13
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Mes iesakam labibas elevatorus privatize! pec iespejas atrak. Firms 
pardoSanas nevajadzetu veikt nekadas modifikacijas nedz ari investlcijas. 
Elevatori butu japiedava ka atsevigkas vienlbas neatkarigi no lldzas 
esoipm miltu dzirnavam un lopbaribas r^zotnem. Bet nevajadzetu uzlikt 
nekadus ierobefcojumus konkursantu tiesibam leligibility).//
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Grain and Grain Product Exports and Imports, Tables;
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K. Fri£s,5. aprilis 1993. g.
Labiba un lablbas produkti Latvija (turpinajums)

Malto izstradajumu razosana "Latvijas Labibas " uznemuraos 1988.-1992. g.

gads Hellopu 
bariba

cuku 
bariba

putnu 
bariba

cita 
bariba

lopbariba 
kopa

kvieSu rudzu putraimi citimaltie partikai 
milti mild lablbas kopa

izstradaj.

•;-Kv;'>.->>WK'K->>>>KS*>>;-Kv^^^

130,803 33,817 261 387,036
x-x-Xv: ̂ -:.;.;->:-x x-::;-x-:-:-x%-:-:-:-:%vxT:-:-;v:-x-:-;

133,708 35,018
ssss;*:;*;;*^^^^
jpg^.ij^:!iji>^:SP;pp^;^

Z^i,lD3 1JU.8UJ JJ.8I/ ZO1 J8/.UJO

:v;K¥:->:-:-:':««s«-:v:-;-;-;¥A-:¥>:-;v¥:^^^^

212,634 133,708 35,018 314 381,674

"Latvijas Labibas" uzneraumu veiktais proteina piedevu imports 1988.-1992.g.

sojas kokvilnas 
milti seklu milti

zivju mild lopbaribas 
raugs

;•.•:••;•:•:•.•.•.-;•:•;-:.:*:•:•;•:•:•: •:-;-:-;-;-x-:':':': i:-.';-;%';-.v;v:-x>:':o:vx-;-

1991 121,300
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Environment Protection Committee and Its Branches, Information Sheet;

RE9IONALO VIDES AIZSARDZlBAS KOMITEJU ADRESES

LR Vides aizsardzibas komiteia (Peldu iela 25)

sekretare tel. 227460

Valmieras refeionala vides aizsardzibas komiteia (Beates iela 49)

I. Eglitis - priekSsedetajs tel. 8-242-22593 
G. Bilsens - pr. vietnieks tel. 8-242-24489 
I. Straumens - gaisa aizsardzibas

eksperts tel. 8-242-252558

Rigas re&onala vises aizsardzibas komiteia (Pils iela 17)

A. Laikovs - priekSsedetajs tel. 212619 
V. Drikis - pr. vietnieks tel. 212368

Daugavpils re£ionala vides aizsardzibas komiteia (Saknu iela 29)

L. 2ilinskis - priekSsedetajs tel. 8-254-23219/23606
0. Cunskis - pr. vietnieks tel. 8-254-28100
kadastrs tel. 8-254-25731

Rezeknes refeionala vides aizsardzibas komiteia (Zemnieku iela 5)

J. Karro - priekSsedetajs tel. 8-246-22597
V. Akermane - pr. vietniece tel. 8-246-23667
kadastrs tel. 8-246-23667

Ventspils re&onala vides aizsardzibas komiteia (Raina iela 5)

I. Sekacis - priekSsedetajs tel. 8-236-26903
V. Borovkova - pr. vietniece tel. 8-236-25332
kadastrs tel. 8-236-24660

Madonas re&onala vides aizsardzibas komiteia (Blaumana 7)

F. Sobko - priekSsedetajs tel. 8-248-23774
R.Vejonos - pr. vietnieks tel. 8-248-21601
kadastrs tel. 8-248-2390

Ogres re&onala vides aizsardzibas komiteia (Kranciema 1) 

A.Melzobs - priekSsedetajs tel. 8-250-25699 745699



Liepajas re&onala vides aizsardzibas komiteia (Jauna ostmala 2) 

Mazzarina (kadastru daja) tel. 8-234-27695

TeiEu vlasts rezervats
Madonas raj., l^audona, Aiviekstes 3

J.Jatnieks - direktors tel. 8-248-48291
M.Sloka - apr. tel. 8-248-48161
U.Bergmanis - zinatn. dajas vaditajs tel. 8-248-48277

LZA Biolofeijas institute 
Rigas raj., Salaspils, Miera 3

A.Kolodinskis - zin. lidzstradn. tel. 212787 

Bauskas Vides aizsardzibas komiteia 

valsts inspektors tel. 8-239-22902 

Tukuma Vides aizsardzibas komiteia

valsts inspektors tel. 8-231 -25287 
udens aizsardzibas inspektors tel. 8-231-23210



Restructuring of Latvijas Labiba, Proposal;

LATVIJAS LABIBAS STRUKTURAS PARVEIDO§ANA

Preambula

tyemot vera to, ka lablbas rupnieciba ir svariga Latvijas ekonomikai, ka an to, ka 
Sobrld Latvijas Republika maize un maizes produkti ir galvenais partikas produkts, un 
pateretaju pagade ar maizi un maizes produktiem nedrikst tikt partraukta, ir 
svarigi, lai

koncerna Latvijas labiba likvidacija un visas ta tiesibas un pienakumi;

un visu valsts graudu glabaSanas, malSanas, maizes cepSanas un citu ar 
koncernu Latvijas labiba saistito ra2o5anas un tirdzniecibas uznemumu piireja 
privatipaSuma;

notiktu nepartraucot iedzivotaju apgadi ar §o tik svarigo partikas produktu.

Ar so tick notcikta:

1. Koncerna Latvijas labiba ka pe|nu neso§a koncerna darbibas partrauks'ana 1992. 
gada 31. decembn, saskapa ar 1992. gada 9. novembri dateto Ministru Padomes 
Lemums Nr. 471 Par situaciju iedzivotaju apgade ar maizi un citiem labibas 
produktiem.

2. Visu koncerna Latvijas labiba stradajogo nodoSana Lauksaimniecibas Ministrijas 
un valsts pagaidu organizacijas Labibas birojs pakjautiba ar 1993. gada 1. janvari.

3. Lauksaimniecibas ministrijas kontrole eso&as valsts pagaidu organizacijas Labfbas 
birojs nodibinaSana 1993. gada 1. janvari, pamatojoties uz likumu Par va/ste 
uznemumj'em.

4. Lauksaimniecibas ministrijas kontrole esoSas valsts pagaidu organizacijas Latvijas 
dzimavas nodibina§ana 1993. gada 1. janvari, pamatojoties uz likumu Par va/sfs 
uznemumi'ern.

5. Lidz 1993. gada 1. martam Latvijas Republikas Lauksaimniecibas ministrija 
sagatavo:

(a) dokumentus, kas nosaka valsts organizaciju Labibas Birojs un Latvijas Dzirnavas 
tiesibas un pienakumus;

\'-'



dokumentus un darblbu lidz bridim, kamer ta lidzekji pariet privata IpaSuma. 
AtseviSko uznemumu ikdienasdarba vadiSana jebkura gadijuma paliek uzpemumu 
direktoru parzina.

8. Visu valsts lablbas glabaSanas un malganas uznemumu, ceptuvju un citu ar 
koncernu Latvijas Labiba saistito ra2oSanas un tirdznieclbas uznemumu materialo 
IpaSumu strukturas parveidi un pareju privata IpaSuma vada Latvijas dzirnavas.

\ J



9. §1 lemuma merkis ir izveidot organizaciju "Labibas birojs" par Latvijas 
Republikas valdibas patstavlgu agenturu, kurai bus tiesibas un pienakumi realizet un 
vadit Latvijas Republikas valdibas labibas politiku.
AXWL/U1SJIU\.UO * UAU* VUO L/UtOLU T *£) u UgVxlllUl Vt) AXU1 U.1 IS Ul

vadit Latvijas Republikas valdibas labibas politiku.

10. Saskana ar So lemumu organizacijas "Latvijas dzirnavas" darbiba japartrauc tad, 
kad visi patlaban valsts ipaSuma eso§ie un ar koncernu "Latvijas labiba" saistitie 
glabaSanas, malganas, cepSanas un citu raioSanas veidu un marketinga uznemumi tiks 
parveidoti un privatized atbilstoSi likumam "Par valsts labibas nozares parveido§anu 
un privatizaciju".

11. §is lemums ir speka lidz bridim, kad Latvijas Republikas Augstaka Padome 
pienems likumu "Par valsts labibas nozares parveidoSanu un privatizaciju un likumu 
"Par "Labibas biroja" izveido§anu".

§o dokumentu sagatavoja Agrobiznesa privatizacijas projekts.
Telefons: 320417
Riga, 1992.gada IS.decembris

Konrads FriCs Nils Melngailis



The State Dairy Policy, Outline of Shortcomings;
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ses unaer privatization;

Latvijas plena parstrades uzncmumu privatizacija

Tehniskas palldzlbas snicgsanas 
Latvijas Lauksaimniecibas ministrijai plans

I. Merki:

1. IpaSumaparnemSanas nolukos organize!atbilstoSas 
statutkompanijas (kooperatlvas vai akciju sabiedribas).

2. Sagatavot privatizacijas planu, kas reguletu ipaSumtiesibu mainas 
procesu.

3. Vienoties par ipaSumtiesibu nodoganas terminu un nepiecieSamajiem 
noligumiem.

4. IpaSumtiesibas nodot saskapa ar Latvijas Republikas Augstakas Padomes 
15.apri|a lemumu "Par piena savakSanas un parstrades uzgemumu privatizaciju" un 
likumu "Par piena partstrades valsts uznemumu privatizaciju".

Lauksaimniecibas privatizacijas projekts sniegs tie§u tehnisko palidzibu vismaz 
divu piena parstrades uznemumu privatizacijas procesa, ko izmantos par pamatu 
paraugprivatizacijai.

II. NepiecieSama darbiba

A. Izveidot attiecigas privatizacijas komisijas

1. Komibnatu Hmeni
2. Rajonu limeni

Jautajumi

Vai visam Privatizacijas komisijam ir jabut izveidotam kombinatu llmeni, pec 
regionalo uznemumu luguma izveidojot ari attiecigas apakSkoinisijas? Vai art 
Prjvatizacijas komisijas butu jaizveido regionalo uzpemumu limeni, gadijuma, ja 
kombinatu limeni rodas pretestiba pet privatizacijas procesu? Kas notiks ar to 
regionalo uzpemumu privatizaciju, kuru centralos uzpemumus Latvijas 
Lauksaimniecibas ministrija ir noteikusi ka pagaidam paliekoSus valsts ipaSuma? Vai 
darbibas analizei butu jaietver viss kombinats kopuma vai tikai privatizejamais 
uznemums?

Diskusija

Privatizacijas komisiju izveidoSana kombinatu limeni ar apakgkomisijam katra 
regionalaja privatizejama uzpemuma ir vispiemerotaka iespeja, ta ka darbibas 
novertejumu ir daudz vieglak veikt paSreizejas parvaldes strukturas ietvaros. Tas 
darbosies ari gadijuma, kad Lauksaimniecibas ministrija konkretus uznemumus 
noteiks ka tuvakaja laika neprivatizejamus. Tas ir Joti izdevigi, ka darbibas 
novertejums tick sastadits izmantojot informaciju par visiein kombinata 
uznemumiem. Tas nodrOvSinas vislabako pamatu racionalai parveidoSanai.



(ParveidoSanas nepiecieSamlbu rada praslba, ka biznesa planu ir jaizstrada un 
jaapstiprina pirms IpaSumtieslbas tiek reali nodotas.) Turklat, biznesa un finansiala 
stavokja parskatam nepiecieSama izmaksu un finansiala informacija tiek uzglabata 
centralaja Hmenl.

Kombinata Hmena Privatizacijas komisija vai apakSkomisijas ir jaiekjauj visi 
potencialo JpaSnieku parstavji. Privatizacijas komisijas vai apakSkomisiju galvenais 
uzdevums ir saskanot un vienoties par uznemumu un kooperatlvu statutu faktisko 
formulejumu, ka an vienoties par IpaSuma sadali starp jaunajiem IpaSniekiem.

B. Sagatavot uznemuma privatizacijas planu

1. Apvienot jaunos IpaSniekus atbilstoSa statutkompanija.

a. Apvienot zemniekus kooperativos.
b. Izveidot kooperativu apvienlbas (ja nepiecieSamas).
c. Re&istret ipaSniekus, kas nav zemnieki (ja nepiecieSams).
d. Sagatavot kooperatlvu statutus.
e. Sagatavot akciju sabiedribas statutus.

Diskusija

Veidojot kooperatlvus un akciju sabiedribas zemnieki un citi sanems 
konsultacijas no Privatizacijas komisijas, Lauksaimnieclbas ministrijas un citam 
organizacijam, ja nepiecieSams. Tas ietver statutu izstradaSanu un parrunu 
koordineganu, lai iegutu visu pu§u piekriSanu.

Kooperatlvu un akciju sabiedrlbu statutiem ir jaietver sekojoSa informacija:

a. dallbas maksa un akciju da|a, ka arl to atmaksas kartiba
b. nosacljumus, kuros raiotaji, kas nav kooperativa locekji, var nodot pienu

uznemumam
c. kontraktnoligumi starp IpaSniekiem un vadltajiem, kas dod vadltajiem

tiesibas kontrolet galvenos darblbas lemumus.

Statutiem ir jaietver iepriekSmineta informacija, bet parasti vel ir 
nepiecieSami arl atseviSki rakstveida llgumi, kas nav iekjauti organizacijas statotos.

Lauksaimniecibas privatizacijas projekts sniegs tieSu tehnisko palldzlbu 
kooperatlvu nu akciju sabiedribu statutu izstradaSana un apsprieSana, ka ari 
IpaSnieku/vadltaju llgumu izstradaSana, ja tas ir nepiecieSams.

2. Nodibinat atbilstoSu gramatvedibas sistemu

a. atbilstos'u Latvijas nodokju sistemai
b. atbilstos'u rietumu gramatvedibas standartiem.



levieSot nepiecieSamas izmainas paSreizeja gramatvedlbas sistema, 
Lauksaimnieclbas privatizacijas projekts sniegs tiegu tehnisko palidzibu sadarbojoties 
ar jaunajiem ipaSniekiem, uznemumu un Lauksaimnieclbas ministrijas specialistiem.

3. Veikt parveidojamo un privatizejamo valsts uznemumu darblbas un finaniala 
stavokja analizi

a. noteikt produkcijas razoSanas izmaksas,
b. noteikt paSreizejos un nakotnes piegaiu avolus,
c. noteikt produkcijas paSreizejo un nakotnes tirgu
d. veicinat produkcijas raSoganas izmaksu samazinaSanos un iespeju palielinat

pejnu katram produkcijas veidam, 
e. piedavat produktus un socialos IpaSumus lietoSanai, 
f. ieteikt jaunu razoSanas lidzekju iegadi.

Lauksaimnieclbas privatizacijas projekts sadarblba ar jaunajiem ipaSniekiem, 
uznemumu un Lauksaimnieclbas ministriju sniegs tehnisku palidzibu darblbas un 
finansiala stavokja anallzes veikSana.

4. Sagatavot biznesa planu

a. Biznesa planam jaietver sekojoSa informacija:

i. izejmaterialu piegades
ii. produktu marketings
iii. administrativas un pastavigas izmaksas
iv. tieSas razoSanas izmaksas
v. transporta izmaksas
vi. darbaspeka un citu razoSanas ieguldijumu izmantoSana
vii. naudas plusma
viii.razo^anas un socialo lldzek|u dispozlcija
ix. razoSanas lidzekju iegus'ana

Diskusija

Darbibas un finansiala stavokja rezultatus izmanto viena gada darbibas plana 
detalizeta veidoSana, kam par pamatu nemts viena meneSa periods. Plans ir darbibas 
dokuments. Realie rezultati tiek salidzinati ar planotajiem. Sakotnejais plans ir 
jaapstiprina pirms Privatizacijas komisijas likvides'anas. Katrus tris meneSus 
uznemuma vadiba ar IpaSnieku direktoru padomes piekriganu to atjaunina uz nakamo 
12 meneSu periodu. Tiklldz inflacijas Hmenis tiks stabilizets, plans var tikt 
paplaSinats no piecu Hdz septinu gadu periodam.

Lauksaimnieclbas privatizacijas projekts sadarblba ar jaunajiem ipaSniekiem, 
uznemumu un Lauksaimnieclbas ministriju nepiecieSamibas gadljuma sniegs tie§u 
tehnisko palidzibu biznesa plana izstradaSana.



5. Veikt IpaSuma noverteSanu

IpaSumu alternative noverteSana bus paveikta atbilstoSi Latvijas Republikas 
Hkuma "Par valsts piena parstrades uznemumu privatizaciju" un citu attiecigo likumu 
un lemumu noteiktajam praslbam. Turklat, pabeidzot IpaSuma alternative 
noverteSanu, kas balstlta uz tirgu, to vares salldzinat ar oficiali veiktas noverteSanas 
rezultatiem.

Lauksaimniecibas privatizacijas projekts sadarblba ar jaunajiem ipaSniekiem, 
uznemumu un Lauksaimniecibas ministrijas specialistiem nepiecieSamlbas gadljuma 
sniegs tieSu tehnisko palidzibu IpaSuma noverteSana.

6. Privatizacijas komisijai iesniegt tehniskos dokumentus: 

a. pabeigts privatizacijas plans

i. izveidotas atbilstoSas statutkompanijas
ii. parveidota gramatvediba
iii. darbibas un finansiala stavokja anallze
iv. darbibas plans
v. IpaSuma novertejums

b. kooperativa un kompanijas statuti
c. ligums ar piena razotajiem, kas nav biedri
d. dalibas un akciju jpaSumtieslbu un atmaksas ligums
h. ipaSnieku/vaditaju darbibas ligums

C. Vienoties par statutiem un ligumiem un nodot IpaSumu jaunajiem IpaSniekiem

1. Apstiprinat biznesa planu
2. Apstiprinat IpaSuma novertejumu
3. Vienoties par IpaSuma sadali jaunajiem IpaSniekiem
4. Vienoties par statutiem un vadibas kontraktiem
5. Sagatavot oficialos dokumentus
6. Parveidot nosaukumu un IpaSumtiesibas saskana ar likumu "Par valsts piena 

parstrades uznemumu privatizaviju"

Lauksaimniecibas privatizacijas projekts sniegs tieSu tehnisko palidzibu, ieskaitot ari 
to dokumentu izstradi, kas nepiecie§ami vismaz divu uznemumu paraugprivatizacijas 
realizeSanai (vai lidz 1993.gada SO.junijam, kas ir pa&reizeja liguma beigu terminS).



Tukums Dairy Plant Privatization, Legal Analysis.

1993. gada 26. februari

TUKUMA PIENA KOMBINATA PRIVATIZACIJA 
Juridiska anallze 1

1. Faktu kopsavilkums

Tukuma piena parstrade ~i uznemums ("Tukums") sistematiski gajis pa 
Lauksaimnieclbas Ministrijas ("L M") noteikto privatizacijas ceju. Pirmais soils bija 
pareja uz kombinata statusu 1991 .gada 16. junija. Tas piejava papildus 
paSnoteikSanos par uznemumu, kas joprojam palika valsts ipaSuma. Sekojot 
1992.gada 15. aprlja Augstakas Padomes Lemumam, kas atjava piensaimnieku 
biedribam pieprasit piena parstrades uznemumus, kas izvietoti to teritori ja, Tukuma 
izveidoja un pieregistreja Tukuma Piensaimnieku biedribu ("Biedrlba") 1992. gada 3. 
junija. Tad ar L M lemumu 1992. gada 5. novembri uznemums tika nodots biedlibai 
ar noteikumu, ka biedriba izmainis savus Statutus ta, ka velak izveidotas pagastu 
kooperativas biedribas pieprasa ta teritorija atrodoSos objektus.

Musu apmeklejuma laika 1993. gada 18. februari biedribas direktors un darbinieki 
informeja mus, ka vim'em ir gruti izveidot kooperativas biedribas pagastu limeni. 
Tukuma darbibas zona ir 21 pagasti un 2 mazaki uznemumi (Kandava un Jaunpils). 
Ka stastija cilveki, ar kuriem mes runajam, piena razotaji pagastos neredz 
nepiecieSamibu veidot Sadas organizacijas, jo visas vinu vajadzibas apmierina 
Tukums (t.i. piena transporteSana). Tade) direktori Tukuma ir doma par iespeju veikt 
galigo uznemuma privatizaciju caur Biedribu, bez pagasta limena kooperativiem.

II. Juridiska analfzc

Likums par Piena parstrades uznemumu privatizaciju stajas speka 1993. gada 1. 
februari. Sis likums nosaka piena parstrades uznemumu privatizacijas programmas 
nosleguma posmu gan tadiem uznemumiem, kas vel japrivatize, gan ari tadiem ka 
Tukums, kas jau ir nodoti Biedribai, un atliek tikai personoficet to kapitalu. Attieciba 
uz Tukumu, likumu tulko Sadi:

1) Definicijas:

Tukums precizi ietilpst kategorija "personificetie objekti". Tie ir valsts piena 
savakSanas un parstrades uznemumi, kas tika nodoti raiotaju kooperativajam 
biedribam saskana ar Augstakas Padomes 1992. gada 15. aprija lemumu.

2) JLjy?^|a "Visparigie noteikumi",

1 Izsfraclnjis Raimonds L. SlnidinS, Coopers & Lybrand/ Latvijas Privatizacijas grupas 
juridiskais konsulCsnts.



1. pants "Likuma darbiba un merki", 
3. paragrafs:

Sis paragrafs nosaka, ka personificetie objekti pakjauti Si likuma 5. panta 
nosacljumiem.

3) V nodaja "Kapitala personificeSana piensaimnieku koooperatlvajas biedribas 
un privatizacijas procesa stabilities garantijas",
23. pants "Piensaimnieku kooperatlvo biedribu bez maksas sanemta kapitala 
sadallSana":

Ja saskana ar 15. aprija lemumu atdodamais objekts sava darbibas zona ietver 
vairakus pagastus, kapitala sadalijums starp daiadam kooperativajam 
biedribam notiek pec §1 likuma 18. panta nosacijumiem.

4) IV nodaja "Privatizejama objekta novertegana un pirkSana",
18. pants "Pamatkapitala sadallSana starp piena razotajiem un piena un piena 

produktu piegadatajiem":

Kapitala akcijas objekta jasadala starp piena raZotaju kooperativajam 
biedribam proporcionali piena daudzumarn, ko piegadajuSi pagasta piena 
razotaji katra atseviSka biedribas darbibas zona 1991. un 1992. gada.

5) V nodaja
24. pants "Kapitala personofice&ana piensaimnieku kooperatlvajas biedribas 
bez maksas":

lepriekS aprakstita personificeSana javeic 2 postnos - puse uznemuma vertlbas 
tiek personificeta 1994. gada 1. janvari, bet otra puse - 1995. gada 1. janvarl. 
Tas tiek darlts, pieskaitot pusi no uznemuma kapitala vertlbas sabiedribas 
pamatkapitalam noteikta datuma. So procesu nobeidz, attiecigi palielinot 
akciju skaitu, vai to nominalvertibu.

SI panta nosleguma minets, ka valsts IpaSums, kas tiek bez maksas nodots 
biedribai, nevar tikt uzskatits par eksproprietu, kamer nav personoficets viss 
kapitals.

§i ir ta likuma daja, kas piemerojama Tukumam. Kas attiecas uz likuma 
piemeros"anu, Tukums iet pa ceju, ko nosaka vietejie apstakji un vajadzibas. Ta ka 
L M to nav iekjavusi centralo piena parstrades uznemumu saraksta, kuri pakjauti pilna 
apjoma privatizacijai, Biedrlbai ir liela brivlba radlt paSai savu privatizacijas planu.

Tukuma praktiska pieeja sakotneji organizejot kooperatlvo biedribu ap parstrades 
uznemumu un, atjaujot pagastu kooperatlviem pieprasit kapitalu velak, kad tie bus 
nodibinajuSies, ir atkapganas no privatizacijas likuma burta. Likums prasitu tagad 
nodibinat kooperatlvas biedribas katra pagasta, lai personificetu kapitalu, kas nodots 
Biedribai bez maksas.

A



Lai tagad sekotu likuma burtam, Tukumam japieliek visas pules, organizejot pagasta 
limena kooperatlvas biedribas. Tas nebutu parak sarez^Iti, jo Biedrlbai jau ir biedru 
saraksts no daiadiem pagastiem. Ir jaatrod tikai pieci dibinatajlocekji, lai varetu 
nodibinat kooperatlvu. Par spiti grutibam, ko minejus'i Biedribas direktori (neapjausta 
vajadziba pec vietejiem kooperatlviem, dibinaSanas kapitalam nepiecieSamas naudas 
trukums), butu ieverots privatizacijas likums. Vismaz patiesas pules pagasta 
kooperatlvu nodibinaSana raditu Lauksaimniecibas Ministrija parlieclbu, ka Tukutns 
pielicis visas pules, lai ieverotu likumu.

Pat ja visi pagasti neizveido kooperatlvas biedribas, Lauksimniecibas Ministrija tomer 
personofices kapitalu Biedriba saskana ar privatizacijas likuma noteiktajiem 
terminiem. Zinama mera L M ir jau samierinajusies ar Tukuma personificeSanas 
planu. Atbalstot Tukuma Kombinata nodoSanu biedrlbai, L M ieteica, lai Biedriba 
pievieno nosacljumu Statutes, kas at|autu kapitala personoficeSanu jebkuriem 
regionalajiem kooperativiem, kuri tiktu nodibinati velak. (Piezlmes no Piena 
savakSanas un parstrades darba grupas sanaksmes 1992. gada 21. oktobrl). Liekas, ka 
L M ir sapratusi nepiecies'mibu pec §ada veida labojuma, ko prasa Tukuma vietejie 
apstakji.

Komentara, ko sagatavojis privatizacijas likuma autors A. Miglavs, ir piejauti 
risinajumi, kas balstiti uz lidzigiem vietejiem apsverumiem. (Skat. 6,3. nodaju Piena 
parstrades uznemumu privatizacija). Vin§ paredz iespeju, ka tick apvienoti vairaki 
pagasti viena kooperativa biedriba, ja apstakji to prasa. Likuma burts to neparedz.

Galu gala, Lauksaimniecibas Ministrijai jaizlemj, vai atbalstit Tukuma pieeju. Ta ka 
likums IpaSi neaizliedz uz vietejiem apstakjiem balstitas novirzes, Lauksaimniecibas 
Ministrija ir tieslga dot Tukumam atjauju turpinat privatizaciju. Privatas saarunas 
LM amatpersonas ir izteikuSas parlieclbu, ka Tukums privatizaciju veiks bez ipa§am 
problemam.


