Report of the management.

L. The key figures of the enterprise.

In the reference year 2005 joint-stock company ,,Daugavpils lokomativju remonta
rupnica” has distributed goods for 16786.7 thousand lats, which constitutes an
increase of +55.6 % compared to the appropriate period of 2004.

Displayed below is the dynamics of the output of the production of the basic

classification.
Table No.1
The basic classification of the production.
Designation Year 2004 Year 2005 tho(u:aln_d)s L
Diesel locomotive repair,
section 5770.8 12626.6 +6855.8
| Electric train repair,carrige \ 1821.9 \ 529.8 | -1292.1
Diesel-multiple unit train 378.3 71.5 306.8
repair,carrige
| Total sum of rolling-stock unit | 7971.0 | 13227.9 | 5256.9
| Wheelpair repair, pieces | 1005.3 | 1328.4 | 323.1
| Electric machines repair,pieces | 446.1 | 882.5 | 436.4
' Diesel repair,peaces | 376.6 | 251.5 | -125.1
| Other \ 991.9 \ 1096.4 | 104.5
| Total | 107909 | 16786.7 | 5995.8
Table No.2
The structure of the distributed goods by the clients.
The client 2004 | 2005 |
sum | % | sum | % |
Latvia 1557.7 ‘ 14.4 ‘ 2248.2 ‘ 13.4 ,
Lithuania | 8565 | 7.9 | 12948 | 7.7 |
Estonia | 986.5 | 9.2 | 4956.4 | 29.5 |
Belarus | 5470 | 51 | 1821 | 1.1 |
Uzbekistan | 888.7 | 82 | 6884 | 4.1 |
Russia | 5954.5 | 552 | 7416.8 | 44.2 |
Total | 10790.9 | 100.0 | 16786.7 | 100.0 |




II.  Financial figures.

The enterprise finished year 2005 with the balance income of 21 thousand lats, the
income of 482 thousand lats was provided from the basic production action.

The supplies for the vacations, hopeless debitors, taxes, guaranteed liabilities (diesel
locomatives, diesels, electric trains) for the sum of 1 013.8 thousand lats were
established.

The enterprise for the means of the incresase of the turnover resources, has invested
858.0 thosand lats of investments, including:

e The purchase of the capital assets - 331.6 thousand lats
e Equipment - 69.4 thousand lats

e The classification of the factory - 339.4 thousand lats
e Furniture and equipment - 117.6 thousand lats

B. Golovana

The managing director of the Financial — economic Department



ISC "Daugavpils Lokomotivju Remonta Ripnica”

NrLV 40003030219
Address Daugavpils, Marijas iela 1

2006 year 01.01. balance Sheet

0.702804
ASSETS
01. 01.2006. 01. 01.2005.
LTV EUR LTV EUR
NON CURRENT ASSETS
Property, plant and eguipment:
Land, buildings and networks 2 176 596 3097 017 2 235 246 3 180 469
Machinery and eguipment 532 776 758 072 277 462 394 793
Other property, plant and eguipment 79 153 112 625 102 752 146 203
Construction in progress 85 481 121 629 27 750 39 485
Total property, plant and eguipment 2 874 006 4 089 342 2643 210 3760 949
Total investments 0 0 0 0
Total 0 0 0 0
Total non current assets 2 874 006 4 089 342 2643 210 3760 949
CURRENT ASSETS
Inventory 5767 491 8 206 400 3 832 821 5453 613
Debtors:
Trade accounts receivable 2 897 487 4122 753 1825 835 2 597 929
Debts of the linked interprises 12 005
Other accounts receivable 187 474 266 751 137 628 195 827
Short-term loans 10 888 15 492 9 386 13 355
Total debtors: 3107 854 4 422 078 1972 849 2 807 111
Cash and cash eguivalents 5777 658 8 220 867 781 788 1112 384
Total current assets 14 653 003 20 849 345 6 587 458 9373 108
TOTAL ASSETS 17 527 009 24 938 687 9230668 | 13134 057
President A. Silovs

2006, gada. 30.04.




ISC " Daugavpils Lokomotivju Remonta Ripnica"
Nr LV 40003030219
Address Daugavpils, Marijas iela 1

2006.01.01. balance Sheet

0.7028
LIABILITIES
01.01.20086. 01.01.2005.
LTV EUR LTV EUR
SHAREHOLDER' EQUITY
Share capital 8 294 219 11 801 678 8 294 219 11 801 678
Topheavy reserves 786 913 1119 683 1003 243 1427 494
Previous year unappropriated result -5 406 316 -7 692 538 -4 373 042 -6 222 314
Current year unappropriated result 21 189 30 149 -1 033 274 -1 470 225
Total shareholders' eguity 3 696 005 5 258 971 3 891 146 5536 633
ACCUMULATION 1013 828 1 442 555 146 705 208 744
Accumulation 1013 828 1442 555 146 705 208 744
LONG-TERM LIABILITIES

Long-term loan from credit institution 2 258 876 3214 109 1900 662 2704 414
Total long-term liabilities 2 258 876 3214109 1 900 662 2704 414

CURRENT LIABILITIES
Creditors' eguity 301 364 428 805 186 558 265 450
Advances from customers 1353 138 1925 353 2 317 699 3 297 807
Trade accounts payable 8 443 934 12 014 704 379 553 540 058
Coveredby taxes 265 917 378 368 244 228 347 507
Other liabillities 193 947 275 963 164 117 233 519
Total current liabilities 10 558 300 15 023 193 3292 155 4 684 341
Total 12 817 176 18 237 302 5192 817 7 388 755
TOTAL LIABILITIES 17 527 009 |24 938 829 9 230 668 13 134 132

President :

2006.30.04.

A. Silovs




ISC " Daugavpils Lokomotivju Remonta Ripnica"

Nr LV 40003030219

Address Daugavpils, Marijas iela 1

Profit and account

2005, g, for 12 months

0.702804

for 12 months 2005. g.

for 12 months 2004. g.

LS EUR LS EUR

NET SALES 25 359 454 36 083 252 10 839 288 | 15422 917
Cost of sales 23 841 322 33 923 145 10 381 991 | 14 772 242
GROSS PROFIT (LOSS) 1518 132 2160 107 457 297 650 675
Sales and distribution expenses 84 151 119 736 43 834 62 370
Administrative expense 951 483 1 353 838 1 088 368 1 548 608
Other operating income 401 556 571 363 209 702 298 379
Other expenses 725 242 1 031 926 538 682 766 475
RESULT FROM OPERATING ACTIVITIES 158 812 225 969 -1 003 885 | -1428 400
RESULT BEFORE TAXES 158 812 225 969 -1 003 885 | -1428 400
Corporate income tax 98 959 140 806 0 0
Other taxes 38 664 55 014 29 389 41817
NET RESULT FOR THE YEAR 21189 30 149 -1 033274 | -1470 216
Factor of profit on the action 0.003 0.003

President A. Silovs

2006.30.04




STATEMENT OF CASHFLOWS

2005 2004
Mote Ls Ls

Cash flow firom operating activities

Profit or loss before extraordinary items and taxes 158 812 (1 003 885)

S djustments fior:

depreciation 32941 3291327

provisions 267 123 146 705

cutrency exchange rate fluctuations 300 804 36 405

catcellation of long-term finaticial investments 0 330N

Diminizhing of income of previous year 124513 1]
Cash flow fiom operating activities hefore changes in working 1 780 263 (457 67Ty
capital and shori-texm liahilities

stock (itwcrease)fdectease (1 934 669 (2 004 244

debtors’ increazefdecrease (1 135002 411 209

creditors’ increase/decrease TO13715 1 609 430
Met cash flow from operating activities 5694723 (432110}
Cash inflow/(outflow) firom imvesting activities

Acguisition of fixed assets (639 025 (157 724

Proceeds from sales of fixed assets 157 320 1017
Met cash flow from investing activities (481 199) (156 707)
Cash flow fiom financing activities

Loans received 379803 1211824

Repaid loans (331 200) (282 P2E)
Met cash flow from financing activities (168 427) 822709
Met increase / (decrease) in cash and cash equivalenis 4934 379 233892
Cash and cash equivalents at the heginning of the financial vear 781 788 341 001
Cash and cash equivalents at the end of the financial year 5716 167 574 893
Notes on pages 15 to 22 form an integral part of these financial statements.
director
Figa, 30 April 2006
STATEMENT OF CHANGES IN EQUITY

Long-term .
Share capital investments Legal rezerve Retaa.l.ned Total
earnings

revaluation reserve



A= at 31 December 2003
Dizposal of revalued fiored
assets

Frofit for the year

A= at 31 December 2004

Increase of share capital

Disposal of fixed assets

Disposal of revalued fixed asset:

Frofit for the year
As at 31 Decemnber 2005

Ls Ls Ls Ls
3204219 1103 440 (4350 458,

1] (100 197 1]

1] 1] (10332745

8204 210 1003243 (5383 732)
1] 1] (22 584

3294219 1003 245 (5 406 316)

1] (216 33 1]

1] 1] 21 1809

16 588 438 1790 156 (10 791 443)

MNotes onpages 15 to 22 form an integral part of these financial statements.

Ls



HOTES

Accounting policies

i General principles

Annval accourts are prepared in accordance with the lawz of the Fepublic of Labvia “On Accounting” ahd “On the Annual Accounts of
Cormpanies”.

The proft and logs account iz prepared in accaordance with the tumover module .

The statement of cash flows has been prepared uzing directindirect cash flow method.

The accourding policies uzed by the Company are consistent with thoze uzed in the previous accountng penod.

(. ] Met sales

Met zales reprezent the total of goods and services zold dunng the vear excluding discountz, value added tax and other taxes directhy adjusted
to sales.

Incomme is recognized according fo the following prnciples:

income from opetaing acivities - atthe moment of emergence;
incarme fram fines and owverdus maney - gt the mamert of gain;
diviidends -from the moment when anze legal nghits to receive ther.

3 Foreign curmrency translation into Lats

The Cormpaty mairtzing its accounts in Latwian Latz. All tansactions denorinated in foreign curencies are corverted info Lats at the exchange
rate zet by the Bank of Labvia prevailing on the day on which the tranzactions took place.

Monetary agzetz and liabilfies in foreign currencies are franslated into Lats in accordance with the oficial exchange rate zet by Bank of Labeia
for the lazt day of the reporing penod. The rezulting profit or lozs iz charged to the profit and lozs account.

H 12200, H A2 2.

Ls Ls

1UsD 0.593 04516
1EUR 0.7024 0.703
1LTL 0.204 0.203
1 EEK 00449 00443

L1 Fixed assets

Fized aszets are infally recorded at histonc cost. In financial staterments fixed azsetz are shown at historc cost or rewalued amount of net
depreciation. Increaze in value anzing on revalugton iz shown in equity under “Long-term investrents revalugton reserve”.



Depreciation is calculated on & staightHine basis to wrte domn each asset to s estimated residual walue ower its estimated wzeful Ife perod
uging the followming annual mtes set by the manaderment:.

Depreciation % per year

Buildings 14
Plart aned equipment 20
Cther fichares and fitings, motor wehicles 835

The Corpary capializes ts fixed assets valued cver Ls G0 with wlization penod exceeding 1 year. Low walue invertory iz recorded at
higtorical cost and charged to expenzes 10096 afer puting ino operation.

(] Stoch

The stock cost haz been determined uzing the firstan firstout method. Stock is recorded at the lowest market pnce and net realisable walue.
Renuired, =lom moving, obzolete or damaged stock has been wrtten down.

Within the producton cost of stock are included the costs of uzed matenalz and other expenzes that are directly connected with the producton
process az well 3z a respective par of adminizt=ive expenzes.

{6 Accounts receivable

Accounts receivables are recorded in the balance sheet at their net walue, being onginal invoice amount less provizions mmade to cover
arficipated lozs on bad and douktil accourts receivables . Provizsions for bad and doubtful accourts receivables are established when there is
an ohjective evidence that the Cormpany will rot be able to collect all amourts due according to the onginal terms of receivables. The amourt of
provizions for bad and doubthul accounts receivables iz recorded as expenzes in curent financial year,

Debtors are recorded in the balance sheet at their net value less provisions made to cover anticipated lozs onbad and doukdul accourts
receivahles. Specfic provizions for doubdful accourts receivables are made when the recoverability of the specfic debtor iz congidered by the
Cormpany’s management to be uncertain. Bad debts are charged to the lozs for the reporing vear,

)] Provisions for unused annual leave

Arnourt of prowigion for unused annual leave iz deterrmined by mutiphying the average wage of employees inthe st sic months of the repoding
wvear perday by the amount of aceried bt unuzed annual leave atthe end of the reporting year.



(1] Taxation

Corporate income tax for the repoding period iz included in the financial staternents bazed on the management's calculations prepared in
accordance with the tax legizlaton of the Republic Latwian.

L] Cash and cash equivalents

Forthe pumozes of the cash o statement, cazh and cash equivalerts compnze cazh an hand, balances of currert accourt wath hanks, shar-
termn depozits with maturdty wp to 90 days and bank overdrafts. Bark overdrafts on the balance sheet are included within the ftem shortdemm
“loanz from credit insfhtions™.

i Met sales
F. | 4] M
Ls Ls
According to operating activities
Products production 16 T8k 700 10 78T 431
Diezel locomative sale T 972293 0
Al other R0 461 51837
25 31049 10 &30 25
According to the location
Incame from export to Latwia 2248 200 14554199
Incorne from export to Russia 9 434 093 5 343 080
Incore fram export 1o Extonia 1294 800 Aah 504
Income from export to Litwania 4956 400 986 515
Incorne frorm export to Belorszia 152100 A47 D4R
Incorme from export to Lizbekistan B35 400 g 6av
Income from export to other states B 435 461 163 287
2 104 #REF!
(1] Production costs
Goods delivery expenzes J6E 743 154 432
R and ratenal expenzes 10 144 563 5146 772
Purchaze of diezel locomotives T 946 375 0
Liility expenzes a2 036 a00 916
Salary experizes 3429 491 3296 072
Social inzurance 13 197 a5 980
Depreciation of fixed azzets 222 806 99 G2
Ciher production costs 376 056 95 197
¥REF! 10 31 *H
(K] Selling expenses
Transpottation costs B4 151 43 534

131 4354




& Administrative expenses

Salaty experses 203745 154100
Social insurance T 432 102 400
Ciher zocial zecurty expenses ] ]
Rert expenzes ] ]
Cffice expenzes 220 034 225300
Adverizing 3 468 26m
Represertation costs 4559 ]
Depreciation of fixed aszets 6 326 18 810
Depreciation of intangible assets ] ]
Transportation costs ] ]
Professional fees 219 0
Cher adminiztative costs 202 64N 284 080

951 4583 1 R 360

('] Other operating income

Incame from fixed assets zale T a0y i
Incomes of conwvering ] 36 405
Witz of & reserve of the basic means 216 085 bd 361
Incomes of the hazic means 12247 13 674
Other incatne 94 447 95 262

401 556 A1 102

1] (rther operating expenses

Lozzes of courge exchange BT TR 49112
Expenzes of collective agreerment a0 1545 32 564
Met lozz from zale of fixed aszets 793 0
Pretax applied to experses 4344 ]
Creation of accumulation an debtors i 421 550
Ciher expenses 14527 35 436

T2 442 2 62

)] Corporate income tax

Corporate income fx charge for the current year (A5 959) ]

% 959 0

The deferred company income tax haz been caloulated from the following temporany diferences bewesn value of azzets and liabilties and

their walues for the purpozes of calculating the company income tax:

2005 204
Temporary difference on fived and mtangihle assets depreciation (1330 954) (1077 0R)
Terporary difference or bad debt provisions 0 147 381

Taranarane dffarancra an seauiciane fae alam mauine and ahoalata otanl AN nnn 1l



Pl ETRISEE T LTIt Pt 0L AL LU DR 13 DL LU DDLU TR T Rl sl

[LEREITIN]

116 705

Temparary difference an provizionz for unuzed annual leaves and honuses 136 114
Termpotary diference on prowisions for unuzed annual leaves and bonuzes T4 a0 0oo
Losses ransferred to the nest taation perods for the purposes of the cormpany incorme fax 1] 25 435
Total temporary differences (A7 125 (54 499
Prozpective average tax rate 159% 15%
Deferred tax liability (46 D6 (3 17
[H] (rther taxes
Real estate tax for land 9052 f 848
Real estte fa for buildings M BT 22453
5 66d A
L] Fixed assets
Land and Leasehold Equipment Orther fized Fixed assets  Advances for Total
buildings improvements and  assets and under  fixed assets
machinery  inventory construction
L Ls Ls Ls Ls Ls Ls
Gost ! ¥aluation
122004, 3632 4745 N 4571599 543 161 27 740 0 3 520 005
Aedditions B 361 ] A58 17 54 525 B39 039 0 1 220 446
Dizpozalz @0 395 N N fh3 452 {51 358 0 (977 952
Reclazsification ] ] ] ] 0 ] ]
Fevaluation ] ] 0 0 0 0 0
122005, 3 BR0 441 0 4747053 539 504 a9 451 0 9072 479
Depreciation
122004, 1447 224 N 4294137 45 409 1] 0 6 136 775
Charge for 2004, B 827 ] 190 080 0304 ] 0 2214
Dizpozalz @2 211 0 29940 155 362) ] 0 (M7 513
Reclazsification ] ] ] ] ] ] 0
Corrections for previous year's el 1] ] 1] ] 1 1] ]
122005, 1453 545 N 4247 260 351 1] 0 6 198 473
ek hoal:xatue 35 CLAKN: 2295 246 0 o 10276 a7 750 0 263210
M HboR akie AL 1290 2 176 59 0 s 79153 5 461 0 2974006




(1 Finished good and goods for sale

Firizhed products on stock 521 TR0 145 142
Cardeen T4 1 Bdh
522 455 146 755
(i Trade receivables
Rediztered] price of tade debtors 4377023 2163 415
Provizions for bad and doubtful tade debiors (1 429 536) 337 5500
2 007 457 1525 835
(12 Orther receivables
WET overpaid a9 226 ]
Caorporate income tax overpaid ] 34 541
WAT accepted 98 774 B T
Houging and Comeunal Service b B36 ]
Fayments to perzaonnel 5367 11193
Ciher debtors 18 410 3190
157 474 137 625
(13 Deferred expenses
Fayment far inzurance 3357 4738
Magazine subzchibtion fee ] ]
Ciher expenses 7431 4 648
10 5 9 36
(15 Cash and bank
The depozitary account 5337 000
Cash in hand 1000 3478
Cash at harnk 439 R5d T A0
5TIT 6ol ™ T8

(15 Share capital

Az at M Decermber 2005 the subscrbed and fully paid share capital consizts of 3294219 ordinary shares with a nominal value of Ls 1

each.



(16 Provisions

122003
Increage
A2 204,
Ihcreaze

A2 2005,

(1 Loans from credit instititions

Long-term part

"LATEK G BAMKA"

Short-term part

"LATEKD BAMKA"

(15 Advances received from consumers.

Ruzzia
Eztonia
Ciiher

(1% Trade pavables

Long-term part

Short-term part

Cither Accurmulations
accurnulations af wacation Total
30000 116 705 146 705
300 116 705 146 705
847 714 19 409 a6T 123
7 Tid 136 114 1043 52
] ]
2258 876 1 900 BR2
2 250 476 1 %0 662
0 0
301 364 186 553
301 364 136 558
1 aNG 795
266 850 294 255
1072 094 1216 B46
133 M9 2 M7
1 1
] ]
] ]
] ]
a 443 934 379 553
S44303 370553




(20 Taxes and social insurance

Calculated ) | Trangferred tof
0 .07.2004. Calculated . (Paidl! repaid ety NA2.2005,
Ls Ls Ls Ls Ls Ls
WAT k1 069 403 102 2 096 1531131 907 319 {7 545)
Ciher penalty 22099 21403 491
Payroll ta 59 476 B985 336 134 21 045 (3 162 B3 743
Social insurance 59 (49 1 265 402 1] J47 960 65 RaE) 111 453
Corporate income tax (34 541) 95 959 114 29905 34541 a4 181
Feal estate tax and) ] 052 0 9052 0 0
Real extte fax Buildings] 40 M 612 a0 24570 0 i
Matural resource tax Ra7 13702 0 9 06k 0 5333
The state ta for company's bussines a3 a2 0 7411 ] 33
Total 157 063 2 629 456 ool 2 43 49 0 AR 3
Hereof
Liabilities! 221 644 205 917
{Overpaid) [34 581 {57 546
(1% Trade payables
Short-term part
180 334 149 433
13 563 14679
193 M7 164 117
(2 Average number of employees 205 20
WidEjaiz uznEmuma nodarkindtn skatts parskata gad3 1914 2324




director

The annual report has been approved by the general meeting of rmembers 2006

Chairman of the general meeting
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