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INFORMATION ABOUT THE COMPANY

Company name Ditton pievadkezu rupnica

Legal status Joint Stock Company

Registrations number 40003030187

Registration in Register of Enterprises Riga, 03.10.1991

Registration in Commercial Register Office  Riga, 29.08.2003.

Legal address Visku Str. 17, Daugavpils,
LLV-5410, Latvia

Mailing address Visku Str. 17, Daugavpils,
LLV-5410, Latvia

Fixed capital 7 400 000.00 LVL

Public bearer shares 7 400 000

Nominal value

of one public bearer share 1.00 LVL

Chief accountant Nina Moisejeva, p.c. 200250-10263

Reporting period 01.01.2007 — 30.09.2007

Persons in charge for drawing up of the financial report:
Mzt. Boriss Matvejevs, phone +371 65402333,

e-mail: dpr@dpr.lv
Ms. Natalja Redzoba, phone +371 65402333,

e-mail: dpr.fin@dptr.lv
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INFORMATION ON MANAGEMENT BOARD AND COUNCIL MEMBERS

THE MANAGEMENT BOARD

Chairman of the Management Board
Eduards Zavadskis, elected 29.08.2003.

Deputy Chairman of the Management Board
Pjotrs Dorofejevs, elected 07.01.2004. (from 29.08.2003 till 07.01.2004 Member of the
Management Board)
Members of the Management Board
Natalja Redzoba, elected 29.08.2003.
Jurijs Kostromins, elected 07.01.2004.
Raimonds Bruzevics, elected 29.11.2000, relieved 12.04.2007.
Vladimits Kovalonoks, elected 09.05.2007.

Information on shares owned by Members of the Management Board

Members of the Management Board Share ownership *
Quantity of shares %
Eduards Zavadskis 1480 000 20
Pjotrs Dorofejevs no shares -
Natalja Redzoba 1900 0,03
Jurijs Kostromins no shares -
Raimonds Bruzevics (29.11.2006-12.04.2007) 1900 0,03
Vladimirs Kovalonoks (from 09.05.2007) no shares -

THE COUNCIL
Chairman of the Council
Boriss Matvejevs, elected 05.05.2005.
Deputy Chairman of the Council
Georgijs Sorokins, elected 05.05.2005.
Members of the Council
Tatjana Lapunova, elected 05.05.2005.
Jevgenijs Glinkins, elected 05.05.2005.
Vitolds Vasilenoks, elected 05.05.2005.

Information on shares owned by Members of the Council

Members of the Management Board Share ownership”
Quantity of shares %

Boriss Matvejevs no shares -

Georgijs Sorokins 5768 0,08

Tatjana Lapunova no shares -

Jevgenijs Glinkins no shares -

" As of 02.04.2007
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Vitolds Vasilenoks no shares

INFORMATION ON SHAREHOLDERS AND SHARES

COMPANY SHAREHOLDERS (OVER 5%) AS OF 02.04.2007

NAME anershjp

interest, %
Eduards Zavadskis 20,00
Vladislavs Driksne 20,00
Berg Invest Holding SIA 13,16
Steplux LLC 9,85

SHARE PRICE DEVELOPMENT

Share price development in 9 months period of 2007-
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MANAGEMENT REPORT

Information on the results of the company in 9 months of year 2007

In 9 months of year 2007 net-turnover in fact was fulfilled in the amount of 6 682
thous. LVL (9 508 thous.EUR) against the forecast 6 700 thous. LVL (9 533 thous.EUR),
decrease amounts to 18 thous. LVL (26 thous.EUR).

Profit before taxes for 9 months period of 2007 amounted to 121 652 LVL
(173 095 EUR), which is by 39 thous.LVL (55 thous.EUR) less than the forecast. Lost
after taxes amounts to 10 790 LVL (15 353 EUR).

Lost in 9 months period occurred mainly due to increase of the amount paid in
taxes, in particular, advance payment of enterprise income tax amounted to 71
thous.LVL (101 thous.EUR), which is by 27 thous.LVL (38 thous.EUR) more than in
respective period of previous year, and tax on immovable property figured up to 62
thous.LVL (88 thous.EUR), which is by 22 thous.LVL (31 thous.EUR) more than in the
same period of last year.

Output of commodity products is estimated in the amount 6 916 thous.LVL (9 841
thous.EUR). The result of reporting period is by 437 thous.LVL (622 thous.EUR) or
0,7% higher than the result of relevant period of year 2006. Output increase of
commodity products in money terms is related to a greater extent to growth of price of
finished products, and in a lesser extent to growth of production volume due to extra
single orders, which according to the management of the company can not be considered
to be a constant tendency for the future. (For more detailed information on performance
results with explanatory notes please refer to pages 9-17 of present financial statement).

At present the company exports 98% of its products to the East and West: among
them 67% westwards and 31% eastwards; 2% of products are sold in Latvia.

The total sales amount to the subsidiary ,,Meteor Kettenfabrik” GmbH amounted
to 282 445 LLVL (401 883 EUR) in the reporting period, but in 9 months period of 2006
it was 223 705 LVL (318 304 EUR).

The average statistical number of employees of JSC “Ditton pievadkézu rupnica”
was 021 people in 9 months of year 2007.

The average salary amounted to 275 LVL (391 EUR) in 9 months period of 2007,
which is by 47 LVL (67 EUR) more than in 9 months of 20006.

Comparative analysis of the results for 9 months period of 2006 and 2007 is giving
evidence on structural comparability and absence of recessionary tendencies of
production.

At the same time performance results of the 3 quarter have been substantially
affected by negative tendencies of global economics (for more detailed information
please refer to the section “Market tendencies and development of the company. Risks”).

Along existing of comparable production volumes, prices on material resources
increased by 7,7%, but on energy resources — by 20,5%.

Owing to general Latvian internal processes in growth of taxes and labour resources
value, labour costs increased by 17,9%, growth of taxes paid ranges from 15% till 85%,
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for instance, social tax paid grew — by 18,6%, tax on immovable property — by 82,1%,
enterprise income tax — by 40,9%.

The Management Board considers that misbalance of performance results of the 3rd
quarter will even upon market stabilization and the performance results of the company
for year 2007 are assumed to be on the level of year 2006.

Market tendencies and development of the company. Risks.

Main product sales and market development tendencies, risks and development
prospects as described in financial statement for 6 months period of 2007, remained also
in the reporting period.

At the same time in different periods of time some of tendencies may become more
significant in respect of interests and income misbalance of the joint-stock company.

In the 34 quarter of this year processes of general crisis and similar negative
phenomena in global and European economics were significant:

- inflation processes characteristic for almost all countries;

- price fluctuations and growth in general in Latvia, and in the whole world as
well on energy resources and metal, transport and other services, which is
very essential for power- and metal-consuming production;

- in particular — problems of USD exchange rate, including, price formation,
as the joint-stock company is working mainly in the “USD zone”;

- activation of policy of economy in the market misbalance circumstances
from the side of our traditional customers (temporary falling-off in demand)
by parallel activation of aggressive dumping policy of Asian manufacturers,
which make use of crises phenomenon in economics.

Notification about significant event

1. The Management Board of the joint-stock company announces about the pre-
term settlement of credit liabilities in credit institutions about which the Management
Board informed the shareholders on March 13, 20006.

2. The Management Board informs about concluding of the Agreement about the
sale of the enterprise “Meteor Kettenfabrik” GmbH owned by the joint-stock company.

The Management Board considers that purchase of this enterprise enhanced the
positions of the joint-stock company on European market on a definite stage, at the
same time return of investments has been assumed up to year 2020. Together with the
purchase of the company “Meteor Kettenfabrik” GmbH the new owner also bought out
investment and current debt liabilities. Besides, according to the conditions of the
Agreement, the company “Meteor Kettenfabrik” GmbH will preserve cooperation with
the joint-stock company in respect of sales of the products of the of the joint-stock
company in compliance with the contracts concluded.
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The total amount of this bargain (for sale of the company “Meteor Kettenfabrik”
GmbH and its debt liabilities) is 1.236 million EUR.

3. The Management Board informs about ongoing negotiations in respect of sale of
part of the land plot located in Daugavpils, Visku Str.17 (cadastral number 0500-007-
1402) for setup of production.

For project implementation the join-stock company has executed the necessary
reorganisation and concentration of production.

Alienation of premises released from production facilities will make possible to
optimize the usage of remaining area and tax burden on immovable property.

The total amount of this bargain will be submitted additionally.

STATEMENT ABOUT MANAGEMENT LIABILITY

According to our information, the presented financial statements for 9 months of
year 2007 ended September 30, 2007 have been prepared in accordance with the existing
legislative requirements and give a true and fair view of the assets, liabilities, financial
position and profits of the joint-stock company “Ditton pievadkézu rapnica”.
Management report contains truthful information.

Chairman of the Management Board of
JSC “Ditton pievadkézu rapnica” Eduards Zavadskis
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BALANCE SHEET

ASSETS
CURRENT ASSETS
Cash and bank
Short-term investments
Customer receivables
Debts of buyers and customers
Accounts receivable from related
companies
Allowance for uncollectible receivables
Total
Other receivables
Other current receivables
Short-term loans given
Dettivative financial instruments
Total
Accrued income
Other accrued income
Total
Prepaid expanses
Prepaid taxes
Other prepaid expanses
Total
Inventories
Raw materials
Work-in-progress
Finished goods
Prepayments to suppliers
Total
TOTAL CURRENT ASSETS
NON-CURRENT ASSETS
Long-term financial assets
incl. shares in subsidiaries
Total
Non-current physical assets
Land plots, buildings, equipment, costs
on construction in progress
Other equipment and fixtures
Accumulated depreciation
Total
Intangible assets
Purchased licenses, trademarks etc.
Goodwill
Prepayments for intangible assets
Total
TOTAL NON-CURRENT ASSETS
TOTAL ASSETS
1EUR =

30.09.2007

LVL
263 152

3905 024

789 806
-227 756
4 467 074

49 565
0
0
49 565

0
0

122712
125
122 837

1036 251
297 023
948 657

72 224

2 354 155

7 256 783

356 271
35934
356 271

14 146 951
446 659
9944 765
4 648 845

609

0

0

609

5005 725
12 262 508

30.09.2006

LVL
41 221

3994 845

0
7484
3987 361

767 317
321 114
0

1088 431

0
0

66 831
104
66 935

1100 331
256 200
798 751

69 717

2224 999

7 408 947

269 206
269 206
269 206

13184738
444 431
9129 733
4 499 436

2489

0

0

2489
4771131
12 180 078

30.09.2007

EUR
374 432

5556 349

1123793
-324 068
6 356 074

70 525
0
0
70 525

0
0

174 603
178
174 781

1474 452
422 626
1349 817
102 765

3 349 660
10 325 472

506 928
51129
506 928

20 129 298
635 538
14 150 126
6614 710

867

0

0

867

7 122 505
17 447 977

0.702804 LVL

30.09.2006

EUR
58 652

5684 152

0
-10 648
5673 504

1091 794
456 904
0

1548 698

0
0

95 092
148
95 240

1565 630
364 540
1136 520
99 198
3165 888
10 541 982

383 046
383 046
383 046

18 760 192
632 368
12 990 439
6402121

3 541

0

0

3541

6 788 708
17 330 690

0.702804LVL
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BALANCE SHEET
LIABILITIES & OWNERS’ EQUITY
CURRENT LIABILITIES
Debt obligations

Short-term loans from financial
institutions
Derivative financial instruments
Short-term capital lease obligations
Total
Customer prepayments for goods and
services
Supplier payables
Total
Tax liabilities
Accrued expenses
Salary-related accrued expanses
Interest payable
Total
Provisions
Total
TOTAL CURRENT LIABILITIES
NON-CURRENT LIABILITIES
Long-term liabilities
Other loans
Total
TOTAL NON-CURRENT
LIABILITIES
TOTAL LIABILITIES
OWNERS’ EQUITY
Share capital
Paid in capital over par
Reserves
Other reserves
Total
Retained earnings
Net profit for the reporting period
Currency translation reserve
TOTAL OWNERS’ EQUITY
TOTAL LIABILITIES AND
OWNERS’ EQUITY
1EUR =

30.09.2007
LVL

0
0
4 604
4 604

10 091
1450 195
1460 286

89 630

131 194
0

131 194
260 846
260 846
1946 560

0
1562 222
1562 222

1562 222
3 508 782
7 400 000
0

0

0

0

7 400 000
1364 516
-10 790

0

8753 726

12 262 508
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30.09.2006
LVL

60 089
0
2910
62 999

32932
966 908
999 840

76 732

113 974
81 501
195 475
42 757
42 757
1377 803

1962 432
40 592
2 003 024

2003 024
3 380 827
7 400 000
0

0

0

0

7 400 000
1268 736
130 515

0

8799 251

12 180 078

30.09.2007
EUR

0
0
6 551
6 551

14 358

2 063 442
2077 800
127 532

186 672

0

186 672
371150
371150
2769 705

0
2222 842
2222 842

2222 842
4 992 547
10 529 251
0

0

0

0

10 529 251
1941531
-15 352

0

12 455 430

17 447 977

30.09.2006

EUR

85 499
0
4141
89 640

46 858
1375 786
1422 644

109 180

162170
115 965
278 135
60 838
60 838
1960 437

2792289
57 758
2 850 047

2 850 047
4 810 484
10 529 251
0

0

0

0

10 529 251
1805 249
185 706

0

12 520 206

17 330 690

0.702804 LVL 0.702804 LVL
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INCOME STATEMENT

Net sales
Other operating income
Total income

Direct cost of goods sold or services
rendered

Marketing, advertising and public
relations expenses

Bad receivables

Operating expenses

Salaries, bonuses and social expenses
Depreciation expense

Other expenses

Operating expenses

EBIT

Percents paid

Financial items

Financial income (except Foreign
Exchange rate difference)

Financial costs (except Foreign Exchange
rate difference)

Exchange rate +gain / -loss

Financial items

Profit before extraordinary items and
taxes

EBT

Provisions for taxes

Profit after taxes

Net profit
Index EPS
1EUR=

30.09.2007
LVL

6 681 990
618 696
7 300 686

-2136 192

0

0

-45 411

-1 888 939
=717 992
-2 328 269
-7 116 803

183 883
-63 459

+1 228

121 652
121 652
-132 442
-10 790

-10 790
-0.001
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30.09.2006
LVL

6281 714
26 326
6 308 040

-2190 821

-400

0

-39 027

-1 595 395
-407 083
-1 742 467
-5975193

332 847
-81 501

-37 836

213 510
213 510
-82 995
130 515

130 515
0.018

30.09.2007
EUR

9507 615
880 325
10 387 940

-3 039 527

0

0

-64 614

-2 687 718
-1 021 611
-3 312 828
-10 126 298

261 642
-90 294

+1 748

173 096
173 096
-188 448
-15 352

-15 352
-0.001
0.702804 LVL

30.09.2006
EUR

8 938 074
37 458
8 975 532

-3 117 258

-569

0

-55530
-2270 043
-579 227
-2 479 307
-8 501 934

473 598
-115 965

-53 836

303 797
303 797
-118 091
185 706

185 706
0.026
0.702804 LVL
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CASH FLOW STATEMENT

CASH GENERATED FROM
OPERATIONS

Cash received from customers

Cash received from ML Group

Cash paid to suppliers and employees
Cash paid to suppliers and employees ML
Group

NET CASH USED IN INVESTING
ACIVITIES

Cash paid for purchasing shares in
subsidiary ML Group

Business acquisition

Cash paid for purchasing non-current
physical assets

Cash paid for purchasing non-current
physical assets ML. Group

Cash received from the sale of non-
current physical assets

Loans given

Interest received

NET CASH USED IN FINANCING
ACTIVITIES

Short-term loans received

Repayment of short-term loans

Cash paid as capital lease payments

Paid interest

Paid interest ML Group

TOTAL CASH FLOW

Cash and cash equivalents as at the
beginning of period

Cash and cash equivalents as at the end of
period

NET INCREASE / DECREASE IN
CASH AND CASH EQUIVALENTS
1EUR =

30.09.2007

30.09.2006

30.09.2007

30.09.2006

LVL

1307 637
-707 556
0
2015193

0

-952 026

0
0

-952 026

o

-446 618
-383 159
0

-2130
-61 329
0

-91 007
354 159

263 152

-91 007
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LVL

222 570
-1 312143
0
1534713

0

-787 759

0
0

796 474

0

8 715

495 369
598 154
0
-21 284
-81 501
0

-69 820

111 041

41 221

-69 820

EUR

1860 600

-1 006 761
0

2867 361

0

-1 354 611

0
0

-1 354 611

o

-635 480
-545 186
0

-3 031
-87 263
0

-129 491

503 923

374 432

-129 491

EUR

316 689

-1 867 011
0

2183 700

0

-1 120 880

0
0

-1 133 280

0

12 400

704 846
851 096

0

-30 284

-115 966
0

-99 345

157 997

58 652

-99 345

0.702804 LVL 0.702804 LVL
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Statement of changes in equity for the period from 01.01.2007 till 30.09.2007 (LVL)

Share Share Other Currency  Accumulat Current

capital premium  reserves translation  ed profit period’s
reserves profit

LVL LVL LVL LVL LVL LVL

Total

LVL

As at January 1%,
2007 7 400 000 - - - 1375616 -

8 775 616

Issue of share capital

Costs of issue of share

capital - - - - - -
Dividend relating to

2006 - - - - - -
Allocation of profit of

20006 to dividends - - - - -11 100 -
Issue of share capital - - - - - -
Currency translation

difference - - - - - -
Profit for 9 months of

2007 - - - - - -10 790

-11100

-10 790

As at September 30,
2007 7 400 000 - - - 1364516 -10 790

8 753 726

As at January 1%,

2006 7 400 000 - - - 1284276 -
Dividend relating to

2005 - - - - - -
Allocation of profit of

2005 to dividends - - - - -15 540 -
Currency translation

difference - - - - - -
Profit for 9 months of

2006 - - - - 130 515

8 684 276

-15 540

130 515

As at September 30,

2006 7 400 000 - - 1268 736 130 515

8799 251
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1 EUR =0,702804 LVVL

Statement of changes in equity for the period from 01.01.2007 till 30.09.2007 (EUR)

Share
capital

EUR

Share
premium

EUR

Other

reserves

EUR

Currency
translation
reserves
EUR

Accumulat
ed profit

EUR

Current
period’s
profit
EUR

Total

EUR

As at January 1%,
2007 (0.702804)

10 529 251

1957 325

12 486 576

Issue of share capital

Costs of issue of share
capital

Dividend relating to
2006

Allocation of profit of
2006 to dividends
Issue of share capital
Currency translation
difference

Profit for 9 months
period 2007 (0.702804)

-15 352

-15 794

-15 352

As at September 30,
2007 (0.702804)

10 529 251

1941531

-15 352

12 455 430

As at January 1%,
2006 (0.702804)
Dividend relating to
2005

Allocation of profit of
2005 to dividends
Currency translation
difference

Profit for 9 months
period 2006 (0.702804)

10 529 251

1827 360

-22 111

185 706

12 356 611

-22 111

185 706

As at September 30,
2006 (0.702804)

10 529 251

1805 249

185 706

12 520 206
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Appendix

Explanatory notes

Accounting policies and methods applied in present interim financial statement are
consistent with those applied in last Annual Report.

This financial statement of JSC “Ditton pievakezu rupnica” has been prepared in
accordance with the source documents and presents fairly the financial position of
the JSC as of September 30, 2007 and the results of its operation and cash flows
for the 9 months period ended September 30, 2007.

This financial report has been prepared in compliance with International Financial
Reporting Standards on a going concern basis. Appropriate accounting policies

have been applied on a consistent base.

The interim financial report for 9 months of 2007 has not been audited by jury
auditor.

The interim report has been prepared in Latvian Lats and Euro.

Currency exchange rate: 1 EUR = 0,702804 LVL.
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Summary of financial results
for 9 months of year 2007

LVL
Name of index Forecast 9 months of year 2007 | Deviation
for 2007 forecast in fact (+/-)

Production of commodity 3 400 6520 6916 1396
products

Production of main 8 366 6 494 6 848 +354
products

Driving chains 8 146 6 324 6 668 +344

incl. automotive 3323 2573 2 809 +236

industrial 4 823 3751 3 859 +108

Sales volume 8 700 6 700 6 682 -18

Sales of main products 8 660 6 670 6 648 -22

Profit after taxes 40 30 -11 -41

EUR

1 EUR = 0,702804 LVL

Name of index Forecast 9 months of year 2007 | Deviation

for 2007 forecast in fact (+/-)

Production of commodity 11 952 9 277 9 341 564
products

Production of main 11 904 9 240 9744 +504
products

Driving chains 11 591 8 998 9 488 +490

incl. automotive 4728 3661 3997 +336

industrial 6 863 5337 5491 +154

Sales volume 12 379 9533 9 508 -25

Sales of main products 13 322 9 491 9 459 -32

Profit after taxes 57 43 16 -27
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Explanations and analyses on separate items of financial reports

Production of commodity products in the period of 9 months of year 2007
(thous.LVL./thous.EUR)

Output of commodity products is estimated in the amount 6 916 thous.LVL
(9 841 thous.EUR). The result of reporting period is by 437 thous.LVL (622
thous.EUR) or 6,7% higher than the result of relevant period of year 2000.

Production of driving chains in 9 months of 2007 (thous.meters)
Production of driving chains in natural units is by 221 thous.meters more than the
forecast.

Production of driving chains in 9 months of year 2007 (thous.L.VL./thous.EUR)
Production of driving chains in money terms exceeded the forecast by 344
thous.LVL (489 thous.EUR), and it was by 52 thous.LVL (74 thous.EUR) more
than in the relevant period of previous year.

Sales (net-turnover) in 9 months of 2007 (thous. LVL./thous.EUR)

Net-turnover has been forecasted to amount to 6 700 thous.LVL (9 533
thous.EUR) in 9 months of year 2007, in fact it has been fulfilled in the amount of
6 682 thous.LVL (9 508 thous.EUR), decrease amounts to 18 thous.LVL (26
thous.EUR). The index of this reporting period is by 600 thous. LVL (854
thous.EUR) or 8,2% lower than the index of the same period of previous year.

Sales of main products in 9 months of 2007 (thous. LVL/ thous.EUR)

Sales of main products in the reporting period was by 22 thous.LVL (32
thous.EUR) less than the forecast, and in its turn it is by 659 thous.LVL (938
thous.EUR) or 11% more than the result of the relevant period of prior year.

Proceeds from other activities exceeded the forecast by 502 thous.LVL (714
thous.EUR), and they figured up to 672 thous.LVL (956 thous.EUR).
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