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 INFORMATION ABOUT THE COMPANY  Company name     Ditton pievadķēžu rūpnīca  Legal status      Joint Stock Company  Registration number      40003030187  Registration in Register of Enterprises   Rīga, 03.10.1991.  Registration in Commercial Register Office  Rīga, 29.08.2003.  NACE code 28.15 Manufacture of bearings, gears, gearing and driving elements  68.2 Renting and operating of own or leased real estate  68.3 Real estate activities on a fee or contract basis  Legal address      Višķu St. 17, Daugavpils, LV-5410, Latvia  Fixed capital       10 360 000 EUR Number of Public bearers shares   7 400 000 Nominal value of one share     1.40 EUR     Chief Accountant      Jūlija Lavrecka, p.c.010891-10200    Reporting year       01.01.2021– 31.12.2021   Independent auditors and their address  Aktīvs M Audits Ltd.          Reg. No. 42403014203 Vienības gatve 99-7, Riga, LV-1058   License No.40  Sworn auditor of the Republic of Latvia Marija Poriete Certificate No.6          Persons in charge for drawing up of the financial report:    Boriss Matvejevs, phone +371 65402333, e-mail dpr@dpr.lv    Jūlija Lavrecka, phone +371 65402316, e-mail dpr@dpr.lv     
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 INFORMATION ON SHARES AND SHAREHOLDERS  SHARE PRICE TRENDS  

  The Company's paid up share capital is EUR 10,360,000, divided into 7,400,000 bearer shares. Each share has a nominal value of EUR 1.40, and each share carries one voting right, the right to one dividend share and one liquidation quota of the total amount of dividends or liquidation quotas, which is equal to the total amount of the shares of this category. The Company's shares are financial instruments (i.e., transferable securities), the circulation of which is regulated by the Commercial Law of the Republic of Latvia (RoL), the Law on the Financial Instruments Market of the RoL and the regulations of the organizer of the regulated market of financial instruments.  SHAREHOLDERS OWNING MORE THAN 5% OF THE COMPANY’S TOTAL SHARE CAPITAL*   Given name, surname or Name Shareholding, % Eduards Zavadskis 20,00 Vladislavs Drīksne  19,92 MAX Invest Holding SIA 13,63 Maleks S SIA 13,56 SIA „DVINSK MNG” 9,46  * Note: (1) The Company is not keeping a share owner and/or a shareholder register. The above information is provided and updated on the basis of the shareholders list dated 31.05.2021 for the extraordinary shareholders’ meeting of AS Ditton pievadķēžu rūpnīca, which was received from Nasdaq CSD under the Commercial Law of the RoL and the Law on the Financial Instruments Market, taking into consideration the statements of shareholders on the acquisition or loss of their holdings submitted to the Company under Section 61 of the Law on Financial Instruments Market.                          (2) At 31.12.2021, there was no information at the disposal of the Company regarding the allocation of the shares between the heirs of E. Zavadskis (20,00 % in total) and V.Drīksne (19,92% in total) and the accounting entries in their financial instruments accounts under Section 125 of the Law on the Financial Instruments Market.  There is no additional information and/or regulations governing the procedures specified therein at the disposal of the Management Board provided for in the rest of Section 56.1 “Additional Information to be Included in the Annual Report” of the Law of the Financial Instruments Market (Paragraph one, sub-clauses 2), 3), 4), 5), 6), 7), 8), 9), 10) and 11).  
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  COMPANY BACKGROUND  Joint stock company AS Daugavpils pievadķēžu rūpnīca was established as a result of the privatisation of the State Daugavpils Driving Chain Factory under the Cabinet Order.No. 375-r of 9 August 1994 and the resolution of the Management Board of the state joint-stock company VAS Privatizācijas aģentūra of 2 March 1995 (Minutes No. 25), by reorganising the state-owned company into a joint-stock company. Upon registration in the Register of Enterprises on 30 August 1995 (registration number 000303018), the Company acquired the status of a public joint-stock company. On 8 January 2002, AS Daugavpils pievadķēžu rūpnīca was renamed as joint-stock company AS Ditton pievadķēžu rūpnīca (registration No. 40003030187). On 29 August 2003, AS Ditton pievadķēžu rūpnīca was registered in the Commercial Register (uniform registration number 40003030187).  On 23 January 2015, the Company's share capital was denominated in accordance with the Law on the Procedure for Introducing the Euro of the LoR.  The Company is the successor of rights and obligations of the State Daugavpils Driving Chain Factory under the Terms and Conditions of Privatization, and it carries out its activity based on its Articles of Association. Some of the types of activity the Company is engaged in are:  - manufacture of parts and accessories for motor vehicles; - repair of fabricated metal products, mechanisms and equipment; - installation of production equipment and devices; - sale of motor vehicle parts and accessories; - sale, maintenance and repair of motorcycles, the parts and accessories thereof; - manufacture of metal constructions; - manufacture of metal tanks, reservoirs and containers; - forging, pressing, stamping and rolling of metal; powder metallurgy; - mechanical treatment of metals, treatment and coating of the surface; - manufacture of other fabricated metal products; - warehousing and storage facilities; - buying and selling of owned real estate; - leasing and facility management of owned or leased real estate; - activities with real estate on a contract or fee basis; - building facility management and operating activities; - and other.     



JSC DITTON PIEVADĶĒŽU RŪPNĪCA ANNUAL REPORT FOR THE YEAR 2021 

 6

 INFORMATION ON  THE MANAGEMENT BOARD AND COUNCIL MEMBERS  THE MANAGEMENT BOARD Chairman of the Management Board Rolands Zarāns, re-elected on 14.01.2019 (elected since 15.01.2014). Member of the Management Board Jevgēnijs Koršenkovs (until 22.07.2021).  Information about the shares held by the members of the Management Board  Members of the Management Board Owned shares *  Number % Rolands Zarāns none - Jevgēnijs Koršenkovs none -   COUNCIL  Chairman of the Council Boriss Matvejevs, re-elected on 18.06.2020 (elected since 05.05.2005). Members of the Council Genādijs Zavadskis, re-elected on 18.06.2020 (elected since 05.02.2017). Oto Dzenis, elected on 18.06.2020. Aleksandrs Sokolovs, elected on 18.06.2020.  Information about the shares owned by the members of the Council   Members of the Council Owned shares*  Number  %  Boriss Matvejevs none none Genādijs Zavadskis none none Oto Dzenis none none Aleksandrs Sokolovs 700 000 9,46**  Information about the professional experience of the members of the Management Board and Council can be found on the website www.dpr.lv.      ____________________ * as at 31.05.2021 ** beneficiary of the Shareholder DVINSK MNG, Ltd.   
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 STATEMENT ON CORPORATE GOVERNANCE   § 1 In arranging for the Issuer’s corporate governance, the Management Board and the Council are guided by the Corporate Governance Principles and Recommendations approved by AS Nasdaq Riga (formerly “AS Nasdaq OMX Riga”), which are effective from 1 June 2010, as well as take into consideration the resolutions by the shareholders’ meetings.  Information on the application of the principles referred to above and relating to the competence of shareholders is presented to the shareholders at the ordinary annual shareholders’ meeting of, when approving the Annual Report. The shareholders have the opportunity to familiarise themselves with the information contained in the Corporate Governance Principles and Recommendations on the website of AS Nasdaq Riga: http://www.nasdaqbaltic.com/files/riga/corp_gov_May_2010_LV.pdf or by submitting the relevant request in writing to the Issuer. Information on the principles and procedures of application of the Corporate Governance Principles, limitations, exceptions and the practice of the application thereof in 2021 is presented in Annex “Report on compliance with the corporate governance principles” hereof. The shareholders may familiarise themselves with the information presented in the notes to the Annual Report, on the website of NASDAQ CSD, under the section of the relevant Issuer, in the Official System for Central Storage of the Regulated Information, and on the Issuer's website.  § 2 The internal control system, including internal audit required under the Law on the Financial Instruments Market and the Issuer’s Articles of Association, is organised in accordance with the Corporate Governance Principles. Report of the Audit Committee on the internal audit concerning the risk control and management procedures in the course of preparation of the Annual Report for 2021, is provided to the ordinary general meeting of shareholders and added to the file of the materials thereof. Effectively, the Issuer has established a multi-tiered system for the preparation, control and risk management of the Annual Report: Tier 1: Preparation of the Annual Report and internal control at the structural units of the Issuer; Tier 2: Review and approval of the Annual Report on the part of the Management Board of the Issuer; Tier 3: Audit of the Annual Report by a sworn auditor under the procedure prescribed in the Law on the Annual Financial Statements and Consolidated Financial Statements, the law On Accounting, the Commercial Law and the Law on the Financial Instruments Market of the Republic of Latvia; Tier 4: The examination of the Annual Report of the Issuer’s Council and reporting on the overall performance of the Management Board and the Issuer, which is presented in the report; Tier 5: The examination of the Annual Report, the efficiency of the internal control and risk management, verification of the independence of the sworn auditors and elimination of deficiencies, which is carried out by the Company’s Audit Committee, in accordance with the Law on the Financial Instruments Market, the Regulation (EU) No 537/2014 of the European Parliament and of the Council and the rules of procedure of the Company's Audit Committee, for reporting to the general meeting of shareholders; Tier 6: Approving the Annual Report at the general meeting of shareholders of the Issuer. It is obvious that the activity of the bodies specified in Tiers 3, 4, 5 and 6 is independent of the Management’s Board of the Issuer and ensures the accuracy and objectivity of the Annual Report.  § 3 Under the provisions laid down in Sections 56.1 and 56.2 of the Law on Financial Instruments Market, the Issuer is required to provide additional information as follows: The following shareholders have a significant interest in the Issuer: - Eduards Zavadskis – 20.00% - Vladislavs Drīksne – 19.92% 
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 - SIA MAX Invest Holding – 13.63% - SIA Maleks S – 13.56% - SIA DVINSK MNG – 9.46%  * Note: (1) The Company is not keeping a share owner and/or a shareholder register. The above information is provided and updated on the basis of the shareholders list dated 31.05.2021 for the extraordinary shareholders’ meeting of AS Ditton pievadķēžu rūpnīca, which was received from Nasdaq CSD under the Commercial Law of the RoL and the Law on the Financial Instruments Market, taking into consideration the statements of shareholders on the acquisition or loss of their holdings submitted to the Company under Section 61 of the Law on Financial Instruments Market.                          (2) At 31.12.2021, there was no information at the disposal of the Company regarding the allocation of the shares between the heirs of E. Zavadskis and V.Drīksne and the accounting entries in their financial instruments accounts under Section 125 of the Law on the Financial Instruments Market.  The Issuer does not have any shareholders with special control powers or limited shareholder voting rights, which are carried by their shares. The Issuer has put in place the principles and procedures of amending the foundation documents (Articles of Association) and making changes to the composition of the Management Board, including the rotation and/or removal thereof from the office, which are applied in accordance with the provisions of the Financial Instruments Market Law, Commercial Law, the Civil Law and the Labour Law of the RoL, the Law on the Enterprise Register of the Republic of Latvia, the Law on Legal Force of Documents, the declaration on the objectives of the activity, development objectives and mission of AS Ditton pievadķēžu rūpnīca, and the assessment of the said processes, the rules of procedure of convening and holding the shareholders’ meetings, other laws and regulations as well as the internal documents of the Issuer approved by the shareholders.  The rights of the members of the Management Board of the Issuer are laid down in the Commercial Law of the Republic of Latvia and the Issuer’s Articles of Association, as well as laid down in the scope of work of the Management Board. No additional powers, such as powers to issue or buy back shares have been conferred on the Board Members.  § 4 The management bodies of the Issuer are: 1. The general meeting of shareholders, 2. The Council of the Issuer, 3. The Management Board of the Issuer. Each of the bodies has the competence (powers), rights and duties of its own as laid down in the laws of the Republic of Latvia, Regulations and Directives of the European Union, the Corporate Governance Principles, the Issuer's Articles of Association and internal documents, including in the rules of procedure of the Council and the Management Board and in the resolutions of the general meetings of shareholders. The management bodies are independent bodies. The independence of the resolutions passed by shareholders is ensured under the provisions (Sections 268; 273-286) of the Commercial Law of the RoL, the Law on the Financial Instruments Market (Sections 54, 54.1 - 54.5), the Corporate Governance Principles, the Issuer’s Articles of Association, the Declaration of the activity, development objectives and mission of AS Ditton pievadķēžu rūpnīca, and the assessment of these processes, the rules of procedure of convening and holding the general meetings of shareholders, other laws and regulations as well as the internal documents of the Issuer. According to the Commercial Law, the Law on the Financial Instruments Market, the Articles of Association, the Declaration of the activity, development objectives and mission of AS Ditton pievadķēžu rūpnīca, and the assessment of the said processes, the rules of procedure of the Council and Management Board, other laws and regulations as well as the Issuer’s internal documents, the members of the Council and Management Board are independent in discharging their duties and accountable to the shareholders in accordance with the requirements of the law. The Issuer arranges for and implements the procedures related to the nomination of the candidates of the Council and Management Board and voting for the candidates of the Council and  
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 REPORT OF THE COUNCIL on the Annual Report for 2021  Issued in accordance with the Commercial Law and the Articles of Association of the Company, and approved by the resolution of the Council of AS Ditton pievadķēžu rūpnīca on 27 April 2022 (Minutes No. 240)  The Council of AS Ditton pievadķēžu rūpnīca herewith declares that the report of the Management Board of the Company to the ordinary shareholders’ meeting and the submitted Annual Report for the year 2021 fairly represents the performance of the Company’s commercial activity and the financial position thereof. During the reporting period, the Management Board was engaged in managing the operational and production activities and represented the Company in accordance with the existing laws of the Republic of Latvia, the Articles of Association of the Company, the Declaration of the activity, development objectives and mission of AS Ditton pievadķēžu rūpnīca, and the assessment of the said processes, the resolutions of the general meeting of shareholders and the recommendations of the Council, as well as in accordance with internal Company’s documents, procedures and rules approved by the Shareholders. No objections against the Management Board or the individual members thereof were raised and submitted either by the shareholders or the members of the Council. There is no information at the disposal of the Company on the violation of the principles of independence on the part of the members of the Management Board.  At the ordinary shareholders’ meeting of the Company held for approving the Annual Report for the year 2020 on 4 June 2021, the performance of the Management Board in the previous period was rated as satisfactory and deemed appropriate for the Company’s objectives and mission, as well as the actual market circumstances. No claims or requests were made in connection with the activities of the Management Board.   The Company’s performance for the year 2021 reflected the actual situation of the Company’s circumstances as well as the global economic conditions. The causes, circumstances and terms and conditions underlying these indicators are set out in the Management Report.  The Council of the Company represented the interests of the shareholders in the periods between the shareholders’ meetings, and in accordance with the global economic conditions prevailing during the reporting period, and supervised the activity of the Management Board within the scope set forth in the Articles of Association of the Company and the laws of the Republic of Latvia.  All in all, six meetings of the Council were held during the reporting period.  At the meetings of the Council the following matters were reviewed: 
− on reviewing Company’s Annual Report for the year 2020 and report of the Management Board on Operating of the Management Board and Results of Company in 12 months of the year 2020; 
− on approval of the Report of the Council to the Annual Report for the year 2020; 
− on reviewing and approving the agenda of the ordinary shareholders' meeting (4 June 2021); 
− on reviewing draft decisions on the issues of the agenda of the announced ordinary shareholders' meeting on 04.06.2021;   
− report of the Management Board on Operating of the Management Board and Results of Company in 3 months of the year 2021; 
− on approval of the Company’s Financial Report for 3 months of the year 2021; 
− on recall of the Management Board member Jevgēnijs Koršenkovs in accordance with the Article 306 of the Commercial Law of the Republic of Latvia; 
− report of the Management Board on Operating of the Management Board and Results of Company in 6 months of the year 2021; 
− on approval of the Company’s Financial Report for 6 months of the year 2021; 
− report of the Management Board on Operating of the Management Board and Results of Company in 9 months of the year 2021; 
− on approval of the Company’s Financial Report for 9 months of the year 2021. 
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 In addition to the above-mentioned meetings, five Council meetings were held with the Council acting in the status of the Company’s Audit Committee in accordance with the competences and powers conferred on the Audit Committee. Report on this particular scope of the Council’s area of activity will be included in the report of the Audit Committee of AS Ditton pievadķēžu rūpnīca to the ordinary general meeting of shareholders held for the approval of the Company’s Annual Report for 2021. On 4 June 2021, the ordinary shareholders’ meeting of the Company rated the performance of the Council in the previous period as satisfactory and deemed it appropriate to the Company’s objectives and mission. No claims or requests were made in connection with the activities of the Management Board.   The Council of the Company drew the attention of shareholders to the following important events. In prior year reports (2019 – 2020) the Council informed the shareholders about the objectivity of the Annual Report and about the consistency thereof with the Company’s actual circumstances, as well as systematically informed the shareholders about the market circumstances and the Company’s future prospects because the Company is not isolated, but rather forms a part of the global business system and depends on the performance indicators of the said countries, in the markets of which due to their geographical position, logistics and actual presence the Company is represented.  By analysing the development prospects of the Company, which is included in the total world economy, in the report for 2020, the Council noted that the Council of the Company rates its forecasts for the year 2021 with regard to the global market outlook and demand for the Company's goods in the range of “moderately negative” to “moderately positive” in certain geographical market sectors and depending on the assortment of goods. The materialisation of the forecasts depends not only on the Company but also on the future development trends of the global economy, but also on the future dynamics of the world economy, on the impact of the consequences of the COVID-19 pandemic, and on the efficiency of the measures taken and being taken to overcome these consequences, which have a direct impact on both market trends and the Company. In its report to the Annual Report of the year 2020, the Council stated that it assessed the Company's existing resources and the management procedures planned by the Council and the Management Board as sufficient to overcome the effects of the COVID-19 pandemic and considered that the Company had the potential to overcome the crisis, to continue economic activity and future development. The Council is of the opinion that this forecast corresponds to Company’s performance indicators in the year 2021.   The above is evidenced by the summary of the operation performed by the Company in the Annual Report for 2021. Against the background of the localization of economic threats caused by the COVID-19 pandemic, new factors emerged that negatively affect the Company's operations and the Company's future development prospects. These factors are the consequence of the sanctions imposed on the Russian Federation and the Republic of Belarus, taking into account the volumes of production delivered to these regions as indicated by the Management Board. It is difficult to overcome the ongoing crisis situation, the causes of which are in no way related to the Company, its production, product quality or its partners. In addition, the Council agrees with the Management Board that it is difficult to make a reliable forecast of the Company's development in the current conditions of uncertainty in all markets. The Council also agrees with the position of the Management Board regarding the preparation of the Annual Report for 2021, based on the principle “going concern assumption” and evaluates the overall Company’s development forecast in the range from “moderately negative” to “moderately positive”. The Council notes that in 2021 the Company’s Council and the Management Board have developed a new Risk Management Policy of the Joint Stock Company Ditton pievadķēžu rūpnīca, which, among other things, includes the risks of sanctions. The Council declares that any aggressive and even more act of war are considered unacceptable and criminal. In the light of the foregoing and the Company’s circumstances, the Council considers it appropriate to agree with proposal of the Management Board to approve the Company’s Annual Report  
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 MANAGEMENT REPORT  On the operating performance of the Company in 2021  In the 12 months of 2021, net turnover amounted to EUR 5 275 426, which is for EUR 721 000 more compared with the relevant 12 months indicator for 2020.  During the reporting period, the Company exported 84% of the goods manufactured by it and services to Eastern and Western markets, including 47% to Eastern markets and 37% - to Western markets, sales in Latvia amounted to 16% of the goods and services. The Company’s performance for 2021 was profit of EUR 130 734 (before taxes). In 2021, the average statistical number of employees at AS Ditton pievadķēžu rūpnīca was 132. In 2021, the average wages in the Company was EUR 777, which was more than the average wages in 2020 (ERU 645). The performance of the Company and the Annual Report with the financial statements (including Appendices), this Management report and the Report on Corporate Governance (with Appendices) was approved by the Company’s Management Board (Minutes No. 03/2022 of the meeting of the Management Board of 27 April 2022).  Significant events. Market trends and the Company’s development. Risks.  The analysis of Company's operations in 2021 took place in the conditions of the COVID-19 pandemic, which significantly affected the openness of the market, their activity and the situation in the economy. The negative factors worsened during the lockdowns, as well as during the disease increased in the regions. Due to the quarantine and organizational measures imposed in the Company, no mass illness of the employees occurred in the Company, which could cause a complete cessation of production. Analysis of the Company’s operation under conditions of COVID-19 pandemic and lockdowns, as well as new challenges activation of certain risks in the Company's production and commercial activities are given in the Management report of the Annual Report for the year 2020 and in the Financial report for 6 months of the year 2021. All the factors, conditions, reasons and consequences indicated therein were relevant to the Company's operations during the whole year 2021.  When announcing the results of its work, the Company several times drew attention to the fact that the Company is integrated into the world economy and international economic relations, as a result of which the Company depends on the situation on market segments where the Company's as suppliers  and as purchasers of raw materials and resources interests are represented.    This objectively does not allow the Company to manage market processes individually and to plan its operations in a sustainable perspective, without taking into account the general trends in all sectors of the economy.  The Company continues to produce and sell its products in two main segments of its markets, which are conditionally divided as follows: - “Western” market or mainly the market of European countries, and  - “Eastern” market, i.e., the Russian Federation market, the Customs Union, CIS and Ukrainian markets, as well as the market of Asian countries.  The total indicators of all market segments show an increase in the cost of the Company's goods and services and the Company's net turnover.  Based on the risk diversification program (which is related to the above mentioned market segments), during the implementation of this program (during 5-7 years) the Company's share of the “eastern” segment of the market in terms of sales of goods and services has been significantly adjusted compared to the “western” segment, in favour of reducing dependence on the "eastern" segment of the market, which in 2021 makes up 47% of the Company's total turnover and 56% of the Company's total sales.   
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 During the whole year 2021, the Company continued to implement a loss minimisation programme, based on the optimisation of the internal structure, infrastructure, intellectual and human resources. The Company also sees its reserves in focusing on technologically sophisticated high added value goods, as well as driving an increase in the volume of services and works outside the core production activities.  This effort enabled the Management Board to focus its activity to a single consecutive direction, rendering it more structured, categorised in stages as well as enabled an optimal allocation of resources aimed at improving the Company’s economic circumstances. The Company is seeking to render chargeable services from the programme related to the development of an industrial-technological park in its territory. Within the scope of this programme, the Company carried out the upgrading of its production facilities. This enabled the implementation of effective savings on the costs of maintenance of production facilities, as well as the creation of a commercial offer of the lease of a production facility equipped with the infrastructure necessary for production. In May-June 2021, tendences of market imbalances and unpredictable increase of prices for raw materials appeared. This had a negative impact on the Company's operation results, as the Company was forced to complete orders placed under other price conditions, as well as due to a decrease in order volumes after the announcement of an increase of the prices for delivered products. The second wave of such instability followed in September-December 2021, during which, for equally unpredictable and incomprehensible reasons, there was a significant increase in the prices of resources used in production (electricity, gas supply), which had the same consequences as indicated in connection with the increase of the raw material prices. The stability of production, which usually has a significant period of time (up to 2-4 months) between the order and the receipt of payment for the finished product under that order, depends on stability in all market segments and, if in any of them imbalances occur, in addition to the factors mentioned above, it may in the short term lead to a drop in demand in the markets, price inconsistencies, intensification of competition and aggressive crowding out of certain market segments. In 2021 the Company operated under very difficult conditions of market instability and unpredictability, however, it closed the year 2021 with a profit of EUR 130 734 (before taxes). After the end of the reporting year 2021 the current crisis situation arose in the markets in which the Company operates, which has not arisen due to the Company, its economic activities or the work of the Company's management institutions. This is due to the sanctions imposed by the European Union on the Russian Federation and the Republic of Belarus in connection with certain political developments. In order to analyse the situation, evaluate the Company's prospects and opportunities, and planning of the operating activity management procedures, the Company adopted a Risk Management Policy on January 5, 2022, and on March 25, 2022, the Company's Management Board approved Procedures of the JSC Ditton pievadkēžu rūpnīca in connection with the implementation of measures imposed within the framework of sanctions. In order to coordinate and implement these measures within the framework of sanctions, a responsible person was appointed in the Company. The initial analytical and marketing research showed that: firstly, the Company's products for sale are not included in the sanctions lists either by their direct meaning or as "dual purpose" products; secondly, the Company's partners, its officials and business owners are also not included in the sanctions lists. This research will be continued. However, the instability of the situation, systematic correction of the lists of sanctions, lack of systematicity and clarity in the application of sanctions, including to regulate cooperation with partners, do not allow to the Management Board to give a motivated and reliable forecast of the situation, development of the Company and its operating activity immediately. It will be possible to give such a forecast as the situation stabilizes.    
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 Declaration of the Company’s Management Board The Company’s Management Board declares that any acts of aggression, violence or war must be considered as disproportionate, illegal and violate the human right to liberty, life and health.   Approval of the Annual Report and Profit distribution Taking into account the results of the Company's work in previous years, the Management Board of the Company will submit to the shareholders' meeting an initiative to approve the Annual Report for the year 2021 in the prepared version and to route the profit to cover the losses of previous years.  Risks to which the Company is exposed. Taking into account the current market challenges and in order to systematize the risks themselves, their consequences, procedures for their identification, control and management, the Council and the Management Board adopted and approved the Risk Management Policy of the Joint Stock Company Ditton pievadķēžu rūpnīca. This document is disclosed on the Company's website www.dpr.lv.  By determining the Company's risks, as well as the principles and objectives of risk management, the Company relies on the following positions: 
 The purpose of the Company's Risk Management Policy is to establish common basic principles of risk management and division of responsibilities in the Company in order to identify and manage the most significant factors adversely affecting the Company's operations in time, ensuring strategic goals, successful development and reducing potential losses and/or reputational damage; 
 The principles set out in the Risk Management Policy are based on international best practice in risk management and binding legislation in the Republic of Latvia; 
 The risk management policy considers all possible and analysable risks as risks of the Company's sustainable development and as such, which: 

 have an effect on sustainable planning and implemented investment programs, 
 have an effect or may have an effect on the Company in the long term or short term, 
 have an effect or may have an effect on the Company’s financial instruments. 

 The Risk Management Policy considers as Company’s risks possible events that may adversely affect the Company's ability to provide production or other operating activities or achieve the set business objectives and effectively implement the Company's operational and development goals and missions approved by the Company's shareholders. The Risk Management Policy considers as critical risks those events that may cause to the Company to cause stop operating, significant financial loss or significant damage to the market reputation, loss of partners and the market, or events that may adversely affect the health and/or life of individuals, but the likelihood of occurrence and/or possible adverse effects of which cannot be precisely determined. Critical risks include all risks of force majeure, if they have occurred and thus caused negative consequences for the Company, and the forecasts for overcoming them are negative. The Risk Management Policy also includes risk management processes, participation of the Company's institutions and employees in these processes, priorities, responsibility and supervision of these processes. The Company's Risk Management Policy includes the following risks: 
 Production risks, 
 Market risks, 
 Financial risks, 
 Management and corruption risks, 
 Legal and compliance risks, 
 Risks of sanctions, 
 Social risks, 
 Risks of force majeure.  
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 APPENDICES TO THE ANNUAL REPORT  Accounting principles and valuation methods Fundamental principles of the preparation of the financial statements The Annual report has been prepared in compliance with the Law on Accounting, Law on the Annual Accounts and Consolidated Annual Accounts and Regulation No.775 on rules of application of the Law on the Annual Accounts and Consolidated Annual Accounts of the Cabinet of Ministers. Income statement is prepared in accordance with format defined in the Appendix 3 of the Law on the Annual Accounts and Consolidated Annual Accounts, i.e., expenses are classified by their function. Under the Section 5 of Law on the Annual Accounts and Consolidated Annual Accounts, the Company is considered as a medium-sized enterprise. Financial statements of the Company are prepared pursuant to provisions of the Section 9 of the Law on the Annual Accounts and Consolidated Annual Accounts. The annual report is prepared in accordance with the requirements of Article 9 of “The Law of the Annual Accounts and Consolidated Annual Accounts”. There have been no changes in accounting policies and valuation methods used in prior years. In cases when reclassification of comparatives with no effect on prior year profit and equity are performed, relevant explanations are provided in the Notes to the financial statements or accounting policies.  Items of the annual report are evaluated accordingly to the following accounting principles which are included into Accounting Policy approved on 22 December 2016 (with amendments dated 1 June 2018):  a) The accounting policies used by the Company are consistent with those used in the previous accounting period; b) Measuring of the items has been carried out with due care, i.e.: - only the profit accrued up to the balance sheet date has been included in the report; - all potential risks and losses incurred during the reporting year or in previous years have been taken into account, even in cases information on the noted risks and losses became known between the balance sheet date and date of preparation of these accounts; - all impairment, depreciation and amortisation amounts have been calculated and taken into account, regardless of whether the Company’s performance for the reporting year is a profit or loss c) The revenue and costs relating to the reporting year have been taken into account regardless of payment dates or invoice receipt or issue dates. Expenses have been matched with the revenue in the reporting year d) The elements of asset and liability items have been measured separately;  e) Operating activities are identified according to their economic content and substance over their legal from. In 2021 the bookkeeping was kept on united bookkeeping accounts, which have been approved on 13 May 1993 (with amendments dated 28 December 2017) and according to the Regulation on bookkeeping and accounting dated 8 January 2007, detailing the plan of accounts based on key aspect of the Company`s business operations.  The bookkeeping register based on synthetic accounts is the General ledger, which contains records on transactions from all the accounts. There are various kinds of analytical accounting registers, such as books, cards, lists etc.  The financial statements cover the period 1 January 2021 through 31 December 2021. Information requested by the law on the Company has been disclosed in separate part of this annual report, on page 3.  Going concern disclosure These financial statements have been prepared under the going concern assumption.  



JSC DITTON PIEVADĶĒŽU RŪPNĪCA ANNUAL REPORT FOR THE YEAR 2021 

 23

 Going concern disclosure (continued)  At 31 December 2021, the current assets of the Company exceeded its total current liabilities by EUR 177,742 thousand (as at 31 December 2020 the current assets exceeded current liabilities by EUR 57,113 thousand). In 2021 short time liabilities are higher than in 2020 by EUR 143,983 thousand.   Company’s financial and operative indices showed an improvement in 2021.   In the first quarter of 2022, the so-called “sanctions risks” intensified due to the sanctions policy initiative adopted in the European Union and Latvia against the Russian Federation and the Republic of Belarus. A preliminary analysis of these risks is provided in the Management Report and in the Report of the Council. "Sanction risks" are dynamic and it is currently not possible to make reliable predictions about their future development.  The Company's products are not included in the list of goods and services that are subject to sanctions and are prohibited for export to the Russian Federation and the Republic of Belarus. Nor is the company's product a dual purpose product. The company's partners are also not included in the sanctions lists.  Given the volume of products previously sold by the Company to the Russian Federation and the Republic of Belarus, future decisions of the European Union and Latvian regulatory authorities regarding such sales opportunities, including those related to possible terms of the sales ban, will have a significant role in the Company's future operations, in the event that they are of a temporary nature.  Based on such dynamics, the Company's institutions will make strategic and tactical decisions, informing investors, as well as financial instruments market participants about it in accordance with the established procedure.  Anyway the priority measures of the Company's institutions will be measures aimed at maintaining the Company and its economic activity, activating the possibilities of adjustment of sales and raw material markets to the extent permitted by market conditions, its activity and competing offers.  Foreign currency revaluation  The monetary unit used for financial statements preparations is the European Monetary Unit -  euro (EUR). All the monetary assets and liabilities are converted to euro applying the exchange rate of the European Central Bank on the balance sheet date.  31.12.2021 31.12.2020   1 USD = 0,88 EUR 1 USD = 0,81  EUR   1 RUB = 0,01 EUR 1 RUB = 0,01 EUR  The income and loss resulted from fluctuation of foreign currency exchange rate was included in the income statement of the appropriate period.  Long- and short-term items  The amounts received, paid or written off which are due later than a year after the reporting period, are included in long-term items. The amounts received, paid or written off during the year are displayed as short-term items.   
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 Intangible assets Intangible assets are listed at their cost of acquisition, which are depreciated in a straight-line basis. The depreciation period is 5 years. When events or changes in circumstances indicate that the carrying value of intangible assets may not be recoverable, the intangible assets are reviewed for impairment.  Loss from impairment is recognized when the carrying value of intangible assets exceeds its recoverable amount.  Fixed assets  In accordance with the Company's accounting policies the bookkeeping principles for fixed assets are used also for accounting for investment property assets (refer to section "Investment property").  Fixed assets are carried at their historical cost less accumulated depreciation and impairments. The initial value of fixed assets includes their acquisition cost, including import duties and as well as any other eligible costs regarding the preparation of the assets for their proper operation according to their intended purpose. Depreciation is calculated on a straight-line basis over the estimated useful life of the asset as follows:  % a year Land Depreciation is not to be calculated  Buildings and engineering structures  5 - 10 Technological equipment and devices 6 - 33 Other fixed assets and inventory 20 - 70 Depreciation is calculated starting with the following month after the asset is put into operation or engaged in commercial activity.  When events or changes in circumstances indicate that the carrying value of tangible assets may not be recoverable, the fixed assets are reviewed for impairment. If there are signs, that the value is not recoverable, and if the carrying values exceeds the estimated recoverable amount, the asset or cash-generating unit are written down to its recoverable value. The recoverable amount is higher than asset`s net selling price and value in use.  In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the asset.  For an asset that does not generate largely independent cash inflows, the recoverable amount is determined for the cash-generating unit to which the asset belongs. The loss from impairment is recorded in profit and loss account. An asset is de-recognized upon its disposal, or when no future economic benefits can be expected from its use. The gain or loss on de-recognition calculated as the net disposal proceeds, minus the asset’s carrying value is recorded in the income statement in the year when the asset is de-recognized. Tenant improvement allowance is recorded as a fixed asset and depreciated using the straight-line method over the shortest time spread of the useful life of the capital improvements and lease.  Investment property Investment property include land, buildings, engineering structures or their parts, which the Company holds as an owner in order to gain rent or in anticipation of a future increase in price (value) and not for product manufacturing or provision of services, for administrative purposes or resell in the ordinary   
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 Investment property (continued)   course of business. Investment property is shown separately from other real estate in order to present a more meaningful information to the financial statements’ users. The Company initially recognises investment property at acquisition cost. The value of the investment property embodies the prime value of the constructions in progress, as well as borrowing costs and other directly attributable to funding of the appropriate object during the period of its preparation as a new object for its intended use.  Capitalisation of borrowing costs for investment property is terminated when no active development of the property is performed during the accounting period. The current repair and maintenance costs of the investment property are included into income statement for the period in which they incurred.   In 2020, based on Article 303 of the Cabinet of Ministers of the Republic of Latvia Regulation No. 755 “Regulations on the Application of the Law on Annual Accounts and Consolidated Annual Accounts”, the balance sheet item “Investment properties” is included in the company's fixed assets.  Land is not subject to depreciation. Buildings recognised as investment properties are depreciated by the straight-line method over their useful life, in order to write off the acquisition value of the building to its estimated residual value at the end of the useful life period by using the following rates set by the Management:  % a year Buildings and engineering structures  5 - 10  Trade and other receivables  Trade receivables are accounted and reflected in the balance according to original invoiced amount less provisions for doubtful debts. The company creates provisions for unsecured accounts receivable, on the basis of an individual assessment of the accounts receivable. Debts are written off when the retrieval is considered as impossible.  Inventories  Raw materials, consumables and supplies are valued at acquisition cost, plus incidental costs of acquisition, on a strict lower-of-cost-or-market basis. Adequate write-downs have been applied at net selling price due impairment, full or partial outdating of inventories or when production or selling costs of inventories jumped up significantly. Inventories are valued using the FIFO method.  Work in progress is valued at the direct cost of materials used. The cost of finished goods is carried at the cost of manufacture, which includes adequate material and labour costs in addition to direct material and production overheads, e.g., energy, ancillary materials, equipment and maintenance costs, depreciation and general manufacturing costs – service costs related to production.  Cash   Cash and cash equivalents comprise cash at bank. The cash flow statement has been compiled based on indirect method.  Accounts payable to suppliers and contractors  Accounts payable to suppliers are recorder at their nominal value.  Loans and borrowings  Loans and borrowings are initially recognized at cost, being the fair value of the proceeds received plus/net of issue costs associated with the borrowing. After initial recognition, borrowings are subsequently measured at amortized cost. Any difference between proceeds (less issue costs associated  
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 Loans and borrowings (continued)  with the borrowing) and the redemption value is recognized in the income statement over the period of borrowings.  Borrowing costs  Borrowing costs are expensed in the period they occur and disclosed in the income statement as interest or similar expense.  Contingencies  Contingent liabilities are not recognised in these financial statements, as these liabilities are accepted only when as assumption of an outflow of resources has been confirmed. They are disclosed unless the possibility of an outflow of resources embodying economic benefits is remote. Contingent assets are not recognised in this financial report but disclosed until an inflow of economic benefits is probable. Contingent liabilities and assets are revealed when they are of essential matter.  Investments in capital of other parties Investments in capital of other parties are recorded on the basis of initial cost method. The cost method is investment accounting method when investments are accounted at its purchase costs. Investor recognizes income only when investor receives from investee distribution of accrued profit resulting after the date of acquisition. In cases when the value of the investment has significantly decreased as a result of conditions which cannot be considered temporary, the accounting value of the investment is decreased to the recoverable value.  Revenue recognition Revenue is recognised under the assumption of economic benefits, which might flow to the Company, and to the extent, that the revenue can be reliably measured less value added tax and sales-related discounts. Revenue is recognized on an accrual basis. Revenue is recognized at the moment of acquisition when the ownership is transferred to the buyer. Income from interests is accounted on a time spread based on the accrual basis.  Expense recognition Expenses are recognised in the period they are associated with irrespective of the date of payment.  Accruals for unused vacations  The amount of accrued liabilities is calculated by multiplying employee’s average salary (including social tax) of the reporting year and the number of accrued unused vacation days as at the balance sheet day.    Provisions The provisions are present (legal or constructive) obligations of the Company arising from past events, the settlement of which is expected to result in an outflow from the entity of resources embodying economic benefits and amount of which can be reliably estimated.      
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 Donations and funding received  Income from donations and funding received is not recognized until the Company has obtained a reasonable assurance on meeting eligibility rules to receive donations of funding available. Income from donations or funding received is recognized in income statement on a systematic bases and matched with the expense for compensation of which donation or funding is received. Therefore, financial aid granted for long-term investment development purposes, is recorded in the balance as deferred income and included in the income statement on a systematic basis linked to the period of useful life of the fixed assets developed.  Corporates income tax  Corporate income tax for the reporting period is included in the financial statements based on the management’s calculations prepared in accordance with Latvian Republic tax legislation.  Application of estimates and key assumptions The Law of the Republic of Latvia requires that when preparing the financial statements, the management of the Company is expected to share estimates and assumptions that affect the reported and off-balance sheet assets and liabilities on the day of preparation, as well as presented income and expenses of the reporting period. Actual results may differ from these estimates. Critical judgments and key assumptions concerning the future as well as other uncertainties on the balance sheet date in view of the fact that there exists a substantial risk of the material adjustments to assets and liabilities in next financial years are listed as following. 
 When assessing accounts receivable and loans, the Company evaluates their retrieval and creates provisions for doubtful accounts receivable and loans, if necessary. After the management of the Company has assessed accounts receivable and loans, it has taken a decision to create additional provisions as of 31 December 2021.  
 At the end of each reporting year, the Company reviews the useful lives of fixed assets. This assessment and the calculated depreciation may vary.   
 The Company evaluates advance payments to assess their recoverability and, if necessary, makes provisions for irrecoverable advances. The management of the Company has reviewed the advances paid and believes that there is no necessity for additional provisions as at 31 December 2021. Related parties’ transactions Related parties transactions are disclosed in accordance with the legal requirements set for medium-sized companies and refers to the instances when such transactions are performed with the shareholders of the Company, its subsidiaries and associates, as well as with the Management (Board and Council members) of the Company, if these transactions are material and outside the standard business scope of the Company.   
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 (1) Net turnover  Net turnover is income gained during the year from sale of produced and purchased products of the Company, as well as income from services net of VAT and less discounts.  Breakdown of net turnover by geographical markets:   2021 EUR 2020 EUR Market   Eastern countries 2 348 693 2 154 238 Western countries 1 924 589 1 661 526 Latvia  1 002 144 738 540 TOTAL: 5 275 426  4 554 304   (2) Production cost of goods sold, purchase cost of goods sold or services rendered    2021 2020  EUR EUR Material costs    Salary costs for production staff  1 458 136 1 394 443 Electricity costs  771 311  667 238 Depreciation of fixed assets* 577 355  523 007 Current repair expenses 397 371 398 008 State mandatory social insurance payments 446 218 306 229 Material delivery costs 180 735 159 413 Other production costs  291 690  165 911 TOTAL: 128 856 83 814                                                                                                    4 251 672                3 698 063 * Refer to Appendix 11.   (3) Selling expenses   2021 EUR 2020 EUR Advertisement costs  1 074 528 Other sales costs  - - TOTAL: 1 074 528                
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 (4) Administrative expenses   2021 EUR 2020 EUR Administrative staff salaries 460 191 393 406 State mandatory social insurance payments 107 263 94 325 Security expenses 48 245 44 687 Business travel expenses 1 048 2 186 Depreciation and amortisation 8 963 12 161 Professional fees 12 000 10 000 Other administration costs  40 639 88 099 TOTAL: 678 349 644 864  (5) Other income from operating activities   2021 EUR 2020 EUR Decrease in provisions* 27 329 36 434 Assignment of Structural Funds to income (see Appendix 20) 60 520 60 520 Construction cost compensation (See Appendix 20) 22 964 22 964 Income from exchange rate fluctuations 10 712 17 388 Net income from sale of fixed assets - - Decrease in vacation provision                                    3 282 - Other income - - TOTAL: 124 807 137 306  * Of which EUR 26,258 thousand (2020: EUR 33,808 thousand) represents income from decrease of prior year provisions for doubtful receivables made and EUR 1,071 thousand (2020: EUR 2,626 thousand) is decrease in provisions for inventories with low turnover rate due to stock sale.   (6) Other costs of operating activities  2021 2020  EUR EUR Penalties 52 021 56 035 Real estate tax 63 526 32 183 Increase in slow-moving inventories provisions (see Appendix 12) - - Other operating expense 7 170 21 582 Net loss on foreign exchange rate fluctuations Net loss on decrease of foreign exchange rates            11 970 6 489 8 655 41 465 Increase in bad debt provisions (see Appendix 13) 3 151 - Provisions for advance payments - 1 361 Holiday accruals (increase) - 24 851 TOTAL: 144 327 186 132  (7) Other interest payment and similar expenses    2021 EUR 2020 EUR other interest income (from unsecured debtor) 1 822 1 369 TOTAL: 1 822 1 369  
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 (8) Interest payment and similar expenses   2021 EUR 2020 EUR Interest payment for loans  195 901 188 635 TOTAL: 195 901 188 635  (9) Corporate income tax    2021 EUR 2020 EUR Corporate income tax for the reporting year  - - TOTAL: - -  On 31 December 2021, accumulated losses for provisions of enterprise income tax were EUR 4 601 051 (in 2020 EUR 4 601 051*). The rest usage time limit as at 31 December 2021 is one year.     * Due to the decision of the State Revenue Service from 10.06.2019 and the decision of the action sitting of the Senate of the Republic of Latvia from 14.12.2021, the amount of accumulated losses is adjusted in the Corporate income tax declaration for December 2021.  (10)  Intangible investments  Concessions, patents, licenses, trademarks and similar rights  EUR At 31 December 2019 Initial value 58 875 Accumulated amortisation and deprecation (52 432) Book value at 31 December  6 444    The year of 2020  Book value at 1 January  6 444  Purchase - Amortisation  (4 833) Book value at 31 December  1 611   At 31 December 2020 Initial value 58 875 Accumulated amortisation and deprecation (57 264) Book value at 31 December  1 611    The year of 2021  Book value at 1 January  1 611  Purchase - Amortisation  (1 611) Book value at 31 December  -   At 31 December 2021 Initial value 58 875  Accumulated amortisation and deprecation                                        (58 875) Book value at 31 December  -  All fixed assets of the Company are pledged in favour of JSC Citadele Banka, refer to Appendix 15. 
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 (11) Fixed assets  Land plots, buildings and engineering structures  * 
Investment properties- land and buildings * 

Technological equipment and machinery Other fixed assets  Fixed assets under construction TOTAL 
 EUR EUR EUR EUR EUR EUR        At 31 December 2019       Initial value 14 868 387  1 246 700 8 370 595  508 732 12 649   25 007 063 Accumulated amortisation and deprecation (11 661 395) (279 867) (5 807 195) (474 048) -  (18 222 505) Book value at 31 December  3 206 992  966 833 2 563 400  34 684  12 649  6 784 557        The year of 2020       Book value at 1 January 3 206 992 966 833** 2 563 400  34 684  12 649  5 817 724  Reclassified 966 833**     966 833  Purchased  -  2 106 568 - 2 674 Initial value of excluded fixed assets - (966 833**) (89 500)  (25 782) -  (115 282) Accumulated amortisation of excluded fixed assets -  - 88 904  25 782  -  114 686  Amortisation  (84 538) -**  (251 528) (11 368) (12 649) (360 083) Reclassified (depreciation part) (57 903)**     (57 903)** Book value at 31 December  4 031 384  - 2 313 382  23 884  -  6 368 650   At 31 December 2020 Initial value 14 868 387 1 246 700** 8 283 201  483 518  12 649  24 881 807  Reclassified 1 246 700**      Accumulated amortisation and deprecation (12 083 704) (1 246 700)** (5 969 819) (459 634) (12 649)  (18 513 157) Book value at 31 December 4 031 384  - 2 313 382  23 884  -  6 368 650   The year of 2021       Book value at 1 January 4 031 384  - 2 313 382  23 884  -  6 368 650  Purchased  -  - 5 670  3 285 -  8 955 Initial value of excluded fixed assets -  - (4 550) (23 536) -  (28 086) Accumulated amortisation of excluded fixed assets -  - 4 550  23 536  -  28 086  Amortisation (142 441) -  (251 493) (10 789) - (404 723) Book value at 31 December  3 888 942  - 2 067 559  16 380  -  5 972 881   At 31 December 2021 Initial value 16 115 088 - 8 284 321  463 267 -   24 862 676 Accumulated amortisation and deprecation (12 226 146) - (6 216 762) (446 887) -  (18 889 795) Book value at 31 December 3 888 942 - 2 067 559 16 380 -  5 972 881  All fixed assets of the Company are pledged in favour of JSC Citadele Banka, refer to Appendix 15, but the equipment purchased in 2017 is encumbered in relation to the investigative activities of the partner. * On 14 March 2014, the Company signed with the Investment and Development Agency of Latvia an Agreement No.L-IZI-14-0003 on implementation of the project “Construction of industry premises in the free industrial area of JSC DITTON Driving Chain Factory”. The project was launched on 14 March 2014 and completed on 7 July 2015. The total costs of the project amounted to EUR 3,376,313, including eligible costs EUR 2,796,430. Ditton Būve Ltd. has performed construction works within the project due to the Construction works contract No. DPR/2014/01 dated 25 July 2014. In accordance with the statement of completion and final acceptance of work dated 25 February 2015, construction works  
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 11)  Fixed assets (continued) costed EUR 2,750,704. On 29 December 2015, the Company received the aid EUR 1,159,833 EUR from the Investment and Development Agency of Latvia (LIAA).  *The significant part of production premises of the Company is held for rent. Before 2017 property for rent was recorded as fixed assets. Starting from 2017, the value of Company`s property for rent (land and buildings) is recognized as investment property. Retrospective reclassification of cost, accumulated depreciation and depreciation expense of the relevant assets has been performed.  ** Since the year 2020 production premises of the Company, which are held for rent are reclassified back from investment properties as a part of fixed assets (Land plots, buildings and engineering structures), because the Company has assessed information given before and considers that information in the “Investment properties” has to be given in case it is parent company of the group.    Fixed assets include the land (cadastre number 0500 007 0001), on which the infrastructure facilities of the Company are located and which has been historically purchased on instalment from a commercial company registered in Latvia and pledged in a commercial bank registered in Latvia as collateral security for the seller's loan. The title to the mentioned plot shall be transferred to the Company only after registration in the Land Registry. Under the terms of the purchase agreement, the seller is not entitled to request the cancellation of the land purchase agreement.   The Company's management has assessed the value in use of its fixed assets and investment assets in the balance sheet and considers that their recoverable value is not lower than their carrying value.   (12) Inventories  31.12.2021 EUR 31.12.2020 EUR Raw materials, consumables and supplies 474 389 490 793 Provisions for slow-moving items (36 486) (37 329) Raw materials, consumables and supplies, net 473 903 453 464 Work in progress 189 594 152 543 Provisions for slow-moving items - - Work in progress, net 189 594 152 543 Finished products and goods for resale 273 948 229 306 Provisions for slow-moving items (26 238) (26 467) Finished products and goods for resale, net 247 710 202 839 Advances for inventories 157 210 133 263 Provisions for slow-moving items (1 361) (1 361) Advances for inventories, net 155 849 131 902 TOTAL: 1 031 056 940 748  Provisions for slow-moving items: At the beginning of the year (65 156) (66 421)  Increase (Appendices 5 and 6) - 1 361 Decrease (Appendices 5 and 6) (1 071) (2 626) At the end of the year (64 085) (65 156)           
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 (13) Trade receivables   31.12.2021 EUR 31.12.2020 EUR Book value of trade receivables 630 142 492 695 Provisions for doubtful accounts receivable (69 170) (92 276) TOTAL:  560 972 400 419  Provisions for doubtful accounts receivable: At the beginning of the year 92 276 126 085 Write-off - - Recovered provisions (Appendix 5) (26 258) (33 808) Increase in provisions (Appendix 6) 3 151 - At the end of the year 69 170  92 276  (14) Other debtors   31.12.2021 EUR 31.12.2020 EUR Input value added tax receivable (VAT)  23 020 34 644 TOTAL: 23 020 34 644  (15) Share capital  The share capital of the Company is EUR 10,360,000 with nominal value of EUR 1,40 per share and a total paid shares of 7,400,000.     The shareholders owning over 5 p% of the shares of the whole capital of the Company as at 31.12.2021 and as at 31.12.2020: NAME Shares owned, % Shares owned, %  31.12.2021 31.12.2020 Eduards Zavadskis* 20,00 20,00 Vladislavs Drīksne  19,92 19,92 MAX Invest Holding SIA 13,63 13,63 SIA „Maleks S” 13,56 13,30 SIA „DVINSK MNG” 9,46 9,46  * Note: (1) The Company is not keeping a share owner and/or a shareholder register. The above information is provided and updated on the basis of the shareholders list dated 31.05.2021 for the extraordinary shareholders’ meeting of AS Ditton pievadķēžu rūpnīca, which was received from Nasdaq CSD under the Commercial Law of the RoL and the Law on the Financial Instruments Market, taking into consideration the statements of shareholders on the acquisition or loss of their holdings submitted to the Company under Section 61 of the Law on Financial Instruments Market.           (2) At 31.12.2021, there was no information at the disposal of the Company regarding the allocation of the shares between the heirs of E. Zavadskis and V.Drīksne and the accounting entries in their financial instruments accounts under Section 125 of the Law on the Financial Instruments Market.                  
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 (16) Loans from credit institutions  Long-term: Repayment term 31.12.2021 31.12.2020 Loan from JSC Citadele Banka EUR 15.12.2022 3 811 577 4 135 577 TOTAL long-term loans from credit institutions:  3 811 577 4 135 577  Short-term: Repayment term 31.12.2021 31.12.2020 Loan from JSC Citadele Banka  EUR 15.12.2022 347 384 170 384 TOTAL short-term loans from credit institutions:  347 384 170 384    TOTAL loans from credit institutions:  4 158 961 4 305 961   31.12.2021 31.12.2020 Liabilities due within one year  347 384 170 384 Liabilities due after one year but not more than five years 3 811 577 4 135 577 TOTAL:  4 158 961 4 305 961  Information on loans received by the JSC Citadele banka as at 31.12.2021 is as follows:  Number and date of the contract Currency  Interest  rate Limit Repayment term  Long-term loan No.CI2010-2.3/1  dated 10.09.2010 (Agreement dated 07.12.2021) EUR 4,5%+6M EURIBOR 4 952 086 EUR 15.12.2021 
 The loan is secured by the commercial pledge on all of the Company's assets, including intangible assets, fixed assets, investment assets, inventories, claim rights and Company`s financial instruments on bank accounts in JSC Citadele banka, as a pool of things at the moment of exercising the pledge right.  The guarantees of individual shareholders of the Company and commercial pledges, as well as guarantees of several cooperation partners and real estate pledge serve as an additional collateral security for loan repayment.  The Loan agreements contain covenants upon breach of which the JSC Citadele bank may request the pre-schedule loan repayment or increase the interest rate by 1%. The information available at the moment of preparation of these financial statements shows, that, upon calculation of the ratios set, based on interpretation of specific covenants, the ratios may be or may not be reached, inclusive of accumulated DSCR ratio for the past 12 months, if one-off past loan repayments are not subtracted, is less than 1, but in the year 2019 the Company has managed to contract the services of a finance consultant for the purposes of control over the financial information and preparation of such information. The Company is working with the Bank and finance consultant on close terms and the Management does not have any information that might indicate that the Bank might exercise the above noted rights to require pre-mature repayment of the loans granted.  * On 22 February 2019 the Company concluded agreement with AS Citadele Banka on termination of loan agreement Nr CI2011-2.3/218 and restructuration of short-term liabilities based on the noted agreement in the amount of EUR 449 543, increasing long-term Loan agreement Nr. CI2010-2.3/1 liability to EUR 4 952 086 (see Appendix 16). Taking into account the restructuration performed, short term liabilities decreased below the value of short-term assets.  
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 (17)  Other loans  Short-term: Repayment term 31.12.2021 31.12.2020 Other loans* EUR 31.01.2021 100 000* 3 700** TOTAL long-term loans from credit institutions:           100 000      3 700 * Currency of the loan is EUR. Fixed interest rate 4 per cent per year ** Currency of the loan is EUR. Fixed interest rate 12 per cent per year.  Loan repayment is not secured, without collateral (pledge) registration in public registers.  (18) Taxes and State mandatory social insurance payments   31.12.2021 EUR 31.12.2020 EUR Property tax 150 521 219 730 Personal income tax 50 918 53 857 State mandatory social insurance payments 58 744 113 546 Nature resources tax 345 253 Penalties 37 483 72 143 VAT (Penalty calculated by State Revenue Service) 11 726 16 350 Risk duty 99 49 TOTAL: 309 836 475 928  (19) Other creditors   31.12.2021 EUR 31.12.2020 EUR Salaries 81 507 67 360 Other creditors 90 271 Receivables arising in favour of the personnel - - TOTAL: 81 597 67 631   (20) Deferred income  31.12.2021 EUR 31.12.2020 EUR Long-term:   VA „LIAA” funding Nr.L-IZI-14-0003 736 195 796 714 Construction cost compensation 313 836 336 801  1 050 031 1 133 515 Short-term   VA „LIAA” funding Nr.L-IZI-14-0003 60 520 60 520 Construction cost compensation 22 964 22 964  83 484 83 484 TOTAL: 1 216 999 1 216 999 On 14 March 2014, the Company signed an agreement with the Investment and Development Agency of Latvia No.L-IZI-14-0003 on implementation of the project “Construction of industry premises in the free industrial area of JSC DITTON Driving Chain Factory”. The project was launched on 14 March 2014 and completed on 7 July 2015. The total cost of the project amounted to EUR 3,376,313, including eligible costs EUR 2,796,430. Under the Construction works contract No. DPR/2014/01 dated 25 July 2014 the Ditton Būve Ltd. has performed construction works within the project. In accordance with the statement of completion and final acceptance of work dated 25 February 2015, the construction cost amounted to EUR 2,750,704.  
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 (20) Deferred income (continued)  On 29 December 2015, the Company received aid in the amount of EUR 1,159,833 EUR from the Investment and Development Agency of Latvia (LIAA) under a 5-year period ban on disposal. The Investment and Development Agency of Latvia (LIAA) has started correspondence with the Company in respect of the fulfilment of the clauses of the agreement No.L-IZI-14-0003.  In accordance with the implementation of the agreement Nr. L-IZI-14-0003 signed in 2014 with the Latvian Investment and Development Agency “On Development of Production Premises for AS "Ditton pievadķēžu rūpnīcas" within the spare production space”, project costs, based on project budget assessment, were recognised in the amount of EUR 459 275 less than initially planned. The difference of funding not received from the Agency was charged to the general contractor for construction works as compensation for funding not received. Income from compensation is recognised over the useful life of the asset developed.   (21) Accumulated liabilities   31.12.2021 EUR 31.12.2020 EUR Accrued liabilities for goods and services  63 801 49 469 Vacation accrual 87 506 90 788 TOTAL: 151 307 140 257  (22) Number of employees in the Company  2021 2020 Average number of employees of the Company during the year: 137 150 - Council members   5 5 - Management Board members 2 2 - Other employees  132 130   Information on remuneration of Council and Management Board members*   Council Management Board Total  EUR EUR EUR  2021 2020 2021 2020 2021 2020 Fixed part, variable part and extraordinary items of remuneration  65 242 48 580 42 401 44 628 107 643 93 208 State mandatory social insurance payments 15 626 11 570 10 002 10 551 25 628 22 121 TOTAL: 80 868 60 150 52 403 55 179 133 271 115 329  * The full Remuneration Report of the Management Board and the Council in accordance with the requirements of the Financial Instruments Market Law of the Republic of Latvia, Directive (EU) No 2017/828 of the European Parliament and of the Сouncil of 17 May 2017 and the Remuneration Policy approved by the shareholders is issued as a separate document as appendix to the Annual report of the Company.     (23) Financial risk management Financial risk management in the Company is carried out in accordance with Risk Management Policy of the Joint Stock Company Ditton pievadķēžu rūpnīca. 
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 (23) Financial risk management (continued) In 2021, the following risks were considered to be current financial risks for the Company's operations.  Credit risk  Credit risk is the risk that the Company might have financial loss due to business partner who failed to comply with his obligations towards the Company. Cash, trade receivables and advance payments mainly cause the credit risk.  These risks may be related to either the insolvency of the partners or the cessation of their operating activity, including at the request of third parties, by blocking or seizing the partners' bank accounts, or by the partner's own dishonest conduct.  External prices Credit risk is associated with a sudden and unpredictable increase in the prices of raw materials and energy resources, as a result of which the Company's orders, based on prices determined before increase, become or may become such as to cause losses to the Company.  Cash Credit risk related to cash at banks is managed by balancing the financial asset allocation in order to maintain the possibility of choosing the best offers and minimizing the loss of financial resources at the same time.   The Company oversees, assesses and mitigates this risk by appropriate work with Company's partners, for example, limiting or suspending the ongoing and future transactions with unfavourable partners, when the Company receives information about partners` possible problems with meeting their obligations.  This risk is managed and localized, including through systematic marketing research and ensuring that transactions are properly legally secured.  Liquidity risk Liquidity risk is the risk that the Company may be unable to meet its obligations timely and in full. Liquidity risk appears, when repayment terms of financial assets and liabilities do not match. The aim of the Company’s liquidity risk management is to maintain an adequate amount of cash and cash equivalents, and ensure appropriate sufficient funding through credit lines issued by the banks (refer to the Appendix 16) so that the Company fulfils its obligations within the set time limits. The Company regularly monitors financial assets and liabilities mismatches, as well as stability of funding sources for long-term investments.   In the opinion of the Company’s management, the Company will have sufficient cash resources to secure its liquidity.  Foreign currency risk Foreign currency risk is the risk that the Company might have financial loss due to unfavourable fluctuations in exchange rates. This risk arises when financial assets in foreign currency do not match with financial liabilities in the same currency; herewith the Company has open currency positions.  Interest rate risk Interest rate risk is the risk that the Company might have financial loss due to unfavourable fluctuations in interest rates. The Company experiences such interest rate risk of long- and short-term loans from credit institutions due to variable fixed rates, or when fixed interest period is less than the planned time of the loan repayment, or when credit interest is based on variables, or due to terms of the Loan agreement. The Company does not have any other choice and does not use any tools to mitigate the  
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 (23) Financial risk management (continued)  interest rate risk other than to fulfil loan-borrowing conditions in full and to cooperate with credit institutions.   COVID-19 pandemic risk COVID-19 pandemic risk is the risk that in the result of decrease of global economy and activity level a significant decrease of Company’s production and financial indices, which are integrated in global economy, will appear. Specific feature of this risk is that it does not depend only on Company and Company’s risks management, but it depends mainly on external factors and decisions of the management institutions.   The revival of market segments, the recovery of the economy and the implementation of prudent measures to deal with the risk of the COVID-19 pandemic have made it possible to minimize the impact of this risk in 2021.  The impact of this risk is projected to be negligible in 2022.  After the end of the reporting year - 2021 - the Risk of sanctions arose and has a significant impact. It is forecasted that this risk will be actual during the whole year 2022 and possibly beyond. By its nature, the Risk of sanctions activates and deepens the Credit risk and Foreign currency risk, as well as may cause a significant decrease in the Company's production volumes.    (24) Contingent liabilities, pledges and guarantees  The Company issued collateral (guarantees and pledges) in accordance with the long-term loan according to the Loan Agreement No. of 10 September 2010 No. CI2010-2.3/1, which was concluded with A/S “Citadele Banka”, in which the Company is a borrower.   The Company had not issued collateral (guarantees and pledges) in accordance with liabilities of the third persons.    See also information in Appendix 16.  (25) Related Person Transactions  The Company had not concluded transactions with related persons in the year 2021.  Due to changes in the Council of the Company, the status of a related person since 18 June 2020 was acquired by LRS, Ltd., registration number 400039223342. As of 3 September 2018, a Real Estate Lease Agreement No. DPR/08/2018 is in force between the Company and LRS, Ltd. The agreement has been concluded in accordance with the conditions of the project “Construction of industry premises in the free industrial area of JSC “Ditton pievadkēžu rūpnīca”  (26)     Subsequent events  1) After the end of the financial year, the global economy, in which the Company is integrated, continues to decline, there are no significant tendencies in production growth, and communication and cooperation opportunities are still limited, which is obviously related to the decisions imposing sanctions on the Russian Federation and the Republic of Belarus and on unpredictable trends in the prices of raw materials and resources.   At the time of preparing the Annual report, it is not possible to provide a reasoned forecast of the impact of these factors on the Company, as the situation still remains unstable and the amount of sanctions already imposed and their addressing is being systematically adjusted. 
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lndependent Auditor's Report

To tlre shareholders of the JSC Ditton pievadfEiu rilpnTca

*ur Apini*n en fhe FinancialSfsiemenfs

We have audited the accompanying financial statements of JSC Ditton pievadf€2u rupn-r,sa ("lhe Company') set out on

pages 16 to 39 of the accompanying annual reporl, which cornprise:

. the balance sheet as at 3'1 Decernber 2821,

r the profii and loss stalement for the year ended on 31 Decenib*r 2*21 ,

. the statement cf changes in equi$ for the year ended an 31 December 2021 ,

r the statement of cash flows for the year ended on 31 Decernber 2021. as well as

. the nctes to the financial staternents, vvhich include a sumrnary of significani acc*unting policies and sther

explanatory notes.

in our opinion, the accompanying financral statements give a true and fair vlew of the financial positian of the JSC Ditton

pievad(Eiu r0pnlca (the Company) as at 31 December 2021 , and of iis financial performance and iis cash flows for the

year endeci on 31 December 2021 in accordance with the 'Law On the Annual Repofis and Consolidated Annual Reports'

of the Republic of Laivia.

Sasrsfcr tpinion

ln accordance wlth the Law on Audit Seruices of the Republic of Latuia, we conducted our audit in ac*ordance with

lntemalional Standards on Audiiing adopted in the Republic of Latvia {iSAs). Our responsibilities under those standards

are further described in the Atddors Responsli#lfies far the Audil af the Fina*cial Stdements section of our report.

We are independent of the Cornpany in accordance with the lnternational Ethics Standards Board for Accountanls' Code

oi Ethics for Professional Accountants iincl. lnternationai lndependence Standards) and independence requirements

included in the Law on Audit Services of the Republic of Latvia that are relevant to our audit af the financial statements in

the Republic of Latvia. We have also fulfilled our other professional ethics responsibilities and objectivity requirements in

accordance with the lnternatior':al Ethics Standards Board for Accountants' Code oi Ethics for Professionai Accountants

(incl. lnternational lndependence Standa#s) and l-aw on Audit Services of the Republic of Latvia,

We believe i.hat the audit evidence we have obtained is sufficient and appropriate to provide a basis f*r our opini*n.

Aur "4udit Appr*arh

During the audit planning process, we have detemined the materiality level and assed the risks of material misstatement

of the financial statenrent. Especially ue have assed, whether ihe Management has made subjective assumpiions, sucl'l

as those about significant accounting estimates, which include assunnpticns and uncertainties about future events. The

same aE by other audits, performed by us, we have assed management intemal controi breach risk, including assessment,

whether ihere are evide*ces af bias indicalinc a risk of material rnisstaten:enl due to fraud.

tulat*ri*lity

The scope of the audit depends on application of materiaiity. The audit is planned with the aim to obtain reasonable assurance

that the financial statements are free from materiai nrisstatement. lJisstater*ents may result from kaud 0r eror. They are

considered to be materiai if, individually or aggregate, they are reasonably expected to influence the economic decisions of the

use$ conceming the {i*ancial staternents.

Basing on our professionaljudgement, we have set specific materiality thresholds including the tatai materiality level applicable

tc the financial statements as a whole and is given in ihe foiiowing schedule. Along wilh qua{itative consirjeratians, they helped

us tc determine the scope, Spe, duration f the audit and the scope of audil procedures, in order to estimate impact of individuai

and aggregated misstaternents on financial statements as a whole.



t characterizing operating activfu of the Cornpany, which draw

i a&e*tion of Companls Managenent and investars.

We helieqe that the audit evidence we have obtained is sufficient and appropriate io provide a basis ior our opinion.

Key Audit Mstters

Key audit matters are those rnatters that, in our professional judgment, were of rnost signik*nce in our audit of the financial

statements of the cune*t pe*od. These maiters $,ere addressed in the c*ntext sf aur audil of the financial statemenis as

a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. We have

determined the matters described bel*w to k the key audit matters ts be cornffiilnicated in our repad.
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Overall mate*aiity

How have $re determined ii

Overall rnateriality is detennined in amaunt of EUR 114,5

thcusand, performance maieriality is determined in arnount of

EUR 80,2 thousand

The overall materiali$ is ca. 1 ,5% of balance sheet asset value,

of ihe recoverahiiity of receivables.

A healthy portfolio of receivables is essential conditio* {ur

financial siability of the Company, sc the management of &e

Carnpany regularly evaluates &e settlemeni srfuaii*n with

buyers and customers, rnaking provisioas for doubtful debtors.

By assessrnent the recoverability of receivables, we have

paid attention to the settlement of payments for producls

sold in the eastern n:larkeis, which accounJs for 47 per cent

of the tstal tunrover. By the end of the year the eastem

rnarket buyers debts were EUR 274,97* thousand. That

arnsunt has been received in January 2*22 a*d untii 22

February 2422, we made sure of it during the audit of the

annual report, Eastern partners of the Company, their

cfficials and busi*ess owneffi are not included in fte
sanctions lists.

We have evaluded accuracy and cornpleteness af

infonfiaiion given in the notes to the fi*ancial siatemenls

regarding the doubtful debtors of ihe Company.

We got acquainted with infomation of the Financial

lntelligence Seruice from 16 Marck 2022 'On sanctions

imposed by the European Union' and it's annex with a

list of sanctions' subjects.

Reporting sn 1ther lnformotion

Cornpany management is responsible forthe oiher information. The other infomdion comprises:

r lnformation about the Company, as set aut on pages 3 to 5 of the accompanyi*g Annua{ teport,

r the Management Repod, as sel cut on pages 12 to 14 afthe acronnpanying Annual Repart,

r the Statennent on Management Responsibilig, as set out on page 15 of the accompanying Annua| Report,

r the $tatemenl of Corporate Governance, as set cut on pagx 7 ta I of the accompanying Annual Repclt

Key audit matter Hesponse

1. Valudian of receivables

As disctosed in the note (13) to the financial statements, as at

31 Secember 2021, the Company's trade receivables are EUR

560,372 tltousand. vshich is 7,3 per cent of &e total balance

sheet assets.

Provi*ioning amounk reguired for recoverafole arncunts and

relevant prcvisions for dcubtful receivabbs amounts are

calculaied by evaluating significant delay o{ tlrc tern fsr

fulfrlment c{ papnent mnditio*s and other justiied reasons fiat
casts douht the recovery af the debt"

We haue organized remote interviews with the Company's

managerneai and evalu#ed the objectiviiy af their judgmenis

as regards the ii*ancial pasition o{lfue debtars analysis and

he possibility of recovering receivables.

On a randam basis, ue have siudied extemal ualidatisn t*
make sure that the valuations *f receivahles do not hare

essential incompliances.

We have checked term structure of receivables by evaluation
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Our opinion on ff:e iinancial statemenb does not cover Sle otircr information included in fte ,4nnuai Reporl and we do not

expres$ any frnn of msura*ce eonclusion frereon, exreS as described in*w Other repaning respansibilities ryptieabta
ts athe{ in{aftndian in arr,ardance wik he lqistalim af *e Repub{ic of L#via se*tion of cur report.

ln co*nection with aur audit sf 81e fina*ciai siater,nents, our respons,iblllty is to read fte o$er informdion and, ie doing so,

ccnsider wtether fle ofrer infornation is materia$y inconsistent w*th fi:e financial statements or our knawldge obtained

in ihe audit sr otherwise appears to be matedaliy misstated.

ll based on lhe worl< we have performed and in light of flrc kno*dedge and u*der$anding of the enlity and its efiviro*nent

c$ained in the crurse of our audit, we conctrude thd there is a matrerial n{rstatement of this o&er information; }re are

required to repod that facl. We have nothing to report in fiis rcgard.

Other reportinq responsibilities opplicable to other information in accordance with the

legislotion of the Republic of Lotvio

ln accordance wtth the Law an Audit Services af the Republirc af Lafuia our responsibili$ is to consider wttetlier the

Manager*ent Report is prepared in accordance with the reguiremen$ of the Law On the Annual Rerc$ a*d Consolidaied

Annual Repods cf 0te Republic of Latvia.

Based solely on &e tmrk rcquired to be undertaken in the course of our audit, in our opinioa:

" the infcrnmticn giver in &e Manageneni Repd fcr Sre financi# year for which the financial stabments are

prepared is consistent with the financial statements; and

o the Management Report has hen pepared in mrdance with the requirenents of &e Law On the Annual

Reports and Consolid*ted Annual Reprts of trc Repblic of Latuia.

ln accordance wfth &e Layi on Audit *rvices vyith res@ lo &e Statement of Carpor,ate Governance, ottr responsibili$ is

ts consider whether Sre Stabrnent of Corprate Govemance includes the infornation required in section 5S.1, first

paragraph, clause 3, 4, 6, I and 9, as uell as sectbn S.2, seco# paragra$, clause 5, and third par4raph d the Fkuncial

lnstrunenb Ma*et Law and if it includes fre infuirnaticn Sipldd in smtbn 5S.2 second par4iraph, clause 1, 2,3,4,7
and I of the Finaocial lnstrurnents Market Law. ln our opinion, tre Stdenrent of Corporate Governance includes the

infonnatian requirsd in section 56.1 , first paragraph, clause 3, 4, 6" B and 9, as well as section 56.2 second paragraph,

clause 5, and tlrird paragraph d the Finacial lnsfr.rnenb Market Law and it includes t he informalion slipulated in section

56.2 se*ond parru,r4h, clause 1, 2,3,4,7 and B of the Financial lnsfumenb Ma*et Law.

ln accordance with the Law sn Audit Selvbes our respcnsibility is to pravide informaticn in the auditan' rcprt as b #rctrher

the Company has prepared a non-financial staterneni and whether fte nsn-financial siaternent is included in the

managemert report or is preparcd as separate pad of the annual report. The audited Cornpany is not :equired t* prepare

a non*finarcial $atenen{.

ln accordance wifi &e Law on Audit $erviees our responsibility is also to provide an opinion u&ether ihe Remuneration

report contains the lnformation refened to in tha seclion 59.4 of tfre Financial lnstrunrents Market Law and *tefter nnaterial

missffierfiffits are stated in the Remuneration rcpuri in csnnection wifr fiis financial infonnation prcvided in the annual

report. la cur opinion the Remunemlion report co*lains fie infulr*alion refened to i* lhe section 59.4 d the Financial

lnstrunenb Market Law and no matedal misstatements are staled in the Remrfieration report in connection wtth the

financial informatirn provid*d in the annual report.

Responsibilities of Monagement ond Those Charged with Governonce for the Financial

Stotements

Management is responsible fur the preparation of the financial staternenb that give a true and fuir vbw in accodance uu{th

tfre lntrerna{ional F?nancial Reprting Sta*dards approved in European Union and forsuch intemalmntrolas management

detennines is n*essary to enabte &e peparalian af *na*ciat skte+nents fitat are ftee from mabrial misstaternent, xuirclher

due to frard or enor.
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tn prepa*ng the financial staernenb, mafiagemeftt is responslbtre {or assesslng the Company's abiiity to continue as a

going crnmrn, dixlaskg, as applicable, maffers related ta going coficem and using the going concerri hasb of aceountirq

*nl*ss manage*',ent ei$rcr intends to liquidate the Cornpany or to cease operations, or has Rc reallstic att*nta{iue but to

do so.

Those charyred w*th gover*a*re are respnsibb far overceeing fie Company's financial reputtng proce$s.

Auditar's Responsibility for the Audit of the Finoncial Statements

Our cbiectives ase to abtain r.easa*able assurarce about whether the fina*cial staternenb as a whole arc fiee fiam rnaterial

misstabment, whether due b iraud or enor, and to issue an aucfrtoCs rercrt that incfudes aur opinion. Reasonable

assuraffce * a hrgh bvel of assurance, btd [s not a guaranhe that an audit corductd ln mordance with t$As will always

detect a rnate*al misshbment v*hen it exists. Misst&rnsnb ean arise fmrn taud or encr and are consi#red material if,

individua$y or in the aggregate, tiey ca*td reas*nably k expected to infl*er*ce the econornic declsimrs of users taken an

the basis dthese financial sffier*ents.

As part sf asl audit in accordance with lSAs, we exercise professionaljudgment and malntain prafessia*al scepticism

thruughoutthe audit. We also:

r lder*ttfy and assess tte risks of rnaterial misstabment of the financial statenp*ts, whether due to traud or enor,

desig* and perfum audit proedures responsive b thcse risk, and obtain audit evidence firat is sufiisieilt and

appopriate to pmvide a basis for our op*br. The rkk sf rnt detmting a material misstatemerd resuKi*g flum

kaud is higher than f*r one rcsulting fi'om encr, as fraud may involve colhrsion. forgery, inte*tional cmissicns,

misrepresentatiens, ar the ovenide of ir$emal cortml;

. obtain an understandi*g of irfiernal ccnlrol rclevant to fie adit in oder io desig* audit procedures that are

appropriate iil fre eil:cumstafires, hrt not far the purpffse af expmskq an opinkrn on the effuctircness sf the

Cornpany's intemai cortmh

r evaluate the appropriateness of accounting plicles used and the reassnableness of accountlng estimates and

related disclos*es made by nenagentent;

. cortclu& cn the appr*p*deress d managemenfs u* of the goi*g ccncern basis of accountlng ard, based on

the audit evidenre ebtained, xfreter a m#dal unrertainty exisb relded to erents or csnditiafis that rnay cat
significant doubf on the Company's abilig !o mr*inte as a going concem. lf xe mncllrde thd a rnabrial

unoertainty exists, lve are reryired io draw atentiron in our audito/s report to the related disclos*res in the financial

staterns*ts or, if srrch disclssurm arie inadequate, t0 nodrry our opinian. Our conelusions are based o* the audit

evidence obtaind up to the date af our auditor's repcrt. However, futurc events er conditioffi may caure the

Ccmpany to cease to cor*inue as a Esrng concem;

r evalude the overall presentation, structure and content of the financial stabmenb, including the disclos$res, and

udether the fir:ancial stabments represent the undedying transactions and evefiS i* a manner fiat achieves a

fair presentaticn;

. obtain $jfficie$lt appropriate audit evidesrce akut dte C*mpany's financial irifonnatlon to provide a* epi*ian on

tirc financiat stabme*ts.

VTe commuaicate wflh those charged wiih govenrance regading, among cther maiters, the pfanned seope and tirninE of

the at.dit and signifrca*t adilfi*dingo, induding a*y significamt defoieneies in intemal conlrat that rnre identi{y during our

audit.

lffe also provide those charged with govemance wtth a statement that rre have cornpfied with relevart ethical requleme*ts

regarding independe*ce and objec{ivity, and io cornrnunica?e with thern all rclationships and other ma*erc that rnay

reasonably be thouglrt to kar on our independence, afid where applicable, related safuguards.
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From &e n'ESsrE mnm:nsli# $th frffie $ar,ged w{fi gnrrernance, Be d$effflin€ &sse rna$erc ftat mte d rffit
sig*riftearee in fte ardit of Sre fumcial stdeffienh of flre cunent pukd ad are &elefore &e key atdit mdss. We

fucribe tlrese ryu&rs in s{,!r adftors' reprt sn*ss law or rcgulathn @r&s p:hlie dlsleeilre abod the ma&r or wfsl,
ir enfien:rely mre fimurfisbrmes, rredebrnRine thd a rfider si.rouH nd be cor,amuri*d in nw report bemuse &e adverc

sffiq{rwffi d do*rq so rcrid remonaily be expeH b frfr{€qqh Sie BrHb. in*B{€st bendb of sreh csnnilmidiort.

Other statements ond opprovals to be included in the ouditors' report in accordonce with the

requirements of the regulatory enoctments of the Republic of Lotvia and the Europeon Unian

when providing audit services to Componies thot ore public interest entities

Report on the compliance of financial reports with the requirements of the European Single

Ele ctro n ic F o rm at ( ES EF )

The rnffioddrrepor{i$g finarcid ffiiqerdshmben rySid $fle Arlanryrc*Boad of $eCcnrparytoaomSutEl Ar{ich 3 d
fre knn*sr*em @abd negd*ilor' {Et } 20{SS153 of 17 l"M e1S s irig Ditdirc Z&#lSglEC d&e Bsopeaa

Mismnt ad d&e Canmcil dr regwd b regdery bdrnid sta#s sn *re Sed$cdim d a sir*gle dffiib repr{irlg fa*nd

{Effif Re$#ion}. Tie ry@b r€porlir€ reqrirtmer* fu finarcid ffi re d out in {rc ESEF RepHion. Sasd om ttre
r,quir€f,m*, t{s frnaroid sffibrmmh s$* b sfur$tud in SlTll{- forl$d" l*le ffitfiry fftd fu rryrlirq frfltat ef &e firaneid

ffimel& fo flrc yw N21 ffir$ies Eitt fie ESEF Re$dd*m in &is trs@.

Appointment

On 12 OsMr2021 ttrc rersons ereu# y{ih fue nanqrerrer{of fre Cornpnyftarc ryoitftd usb adl{fefuarcial
skBr,Bds d &e Canryany fnr tile pa an&d sr 31 Demrnber m2{. Td mintsnt@d bnil sf fin aidit ffiEageil#{

is t*ns years, and it ircluds m@1ing pedoe frsrr {€ year ended an 31 Dmnber 2019 until fe year en# sn 31

Dffernbr2021.

We app,ue{hat:

+ cur atd*h$' ryinio{t is core*sffi wi6'r k #{sd mrert s$rnit&d b fu Comper$s Atd*t Conrnifte;

' eri it is s*a*d in wtim 37.6 of fu Lac an furdit &{vicss ue haue ffirt pfryr.i&d prohibiH nsrzu# seru*ces g}ven }n

tf,r Paq@ 1 dee scl*m 5 of Sle @rdd*40 {EU} [la, 537fN:14.
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