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REPORT OF THE MANAGEMENT

The main business operations of the OMX Riga Group — AS “Rigas Fondu birza” (hereinafter - A/S Rigas
Fondu birza or RSE) and AS “Latvijas Centrilais depozitarijs” (hereinafter — A/S Latvian Central Depository
or LCDY - are development and maintenance of the infrastructure for the securities market in Latvia,

The main business services of RSE are organization of the securities market for financial instruments,
provision of open and fair trading facilities for the financial instruments listed on RSE, quotation of the
financial instruments (equities, debt securities and other financial instruments) on a regular basis,
dissemination of market information, fulfillment of any other functions assigned to a regulated market
organizer by the Law on Financial Instruments Market. In addition, RSE actively takes part in implementation
of privatization projects, by providing infrastructure for public offering for cash of state-owned property
objects.

The main business services of LCD are provision of securities custody, clearance and settlement, as well as
development and maintenance of different data registers.

The entities of the OMX Riga Group are fully integrated in terms of personnel and structure on all corporate
levels: however, the entities maintain segregate core business operations,

Particular events
Last year was definitely very intensive one, and OMX Riga Group companies have accomplished important
strategic goals:
s Joining the Nordic stock exchange alliance NOREX;
+  Adopting the new trading platform SAXESS at RSE;
« Implementation of a unique settlements model between the LCD and the Estonian Central Securities
Depository.

Last year OMX Riga Group companies have developed and introduced new services, along with working to
improve the quality of core services and efficiency of customer service.

In addition, RSE have developed new business line — Corporate Advisory services for attracting the EU
Structural Funds. This product initially has been addressed to our existing clients, i.e. companies listed on
RSE. However, RSE is planning to offer these services also to other companies in year 2007

Furthermore, RSE is working on development of new services, which will relate more dircetly to the core
business of RSE. This move is very impottant to RSE as this will allow generating revenue from business
lines listed in the RSE Charter.

OMX Riga Group companies have set forth and achieved important goals in year 2004
« Integration:
o Single corporate identity and adoption of business practice of the OMX Group;
o Launching the new trading system SAXESS alongside with adoption of the new IT systems;
e Development and adoption of single Baltic market model;
o Adoption of DVP settlement system between Estonian and Latvian depositories (unique
business solution in Europe);
o Improvement of the FOP settlement system between Estonian and Latvian depositories;
o Adaptation of LCD information technology systems for the new trading platform;
s Support to the companies in raising the EU structural funds;
s Development of new core business services:
o Liquidity providing program;
o Organization of government debt securities primary placement auctions through RSE;
Attraction of new issuers and initial public offerings (IPO};
Attraction of new members of RSE;
Development and improvement of the settlement system in foreign currencies;
Improvement of employee satisfaction and professional competence.
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REPORT OF THE MANAGEMENT (continued)

Future prospects

The performance demonstrated in recent years and explicit implementation of long-term strategies allows
having high expectations for the coming years. OMX Riga Group companies are certain that their strategies
strongly comply with the present developments both in European and global markets, as well as with the
management and employee competence in order to achieve the goals.

The year 2005 will be as intensive and labor-consuming as the last year, but with one exception - it will be
more oriented to integration and harmonization of the LCD systems in Baltic and Nordic level. The priorities
for 2005 are:
s  Creating a single Baltic structure (entity) and closer consolidation;
» Improvement of overall market quality and adoption of corporate governance standards (higher
liquidity, investor satisfaction, a safer marketplace);
Assessment of all three Baltic depository systems; development and adoption of a new integrated
custody and settlement system;
» Expanding the range of existing services for professional financial intermediaries and issuers whose
securities are registered at the LCD;
A study for development of new services in order to generate stable annual revenues;
Aggressive marketing and sales promotion related to core business services (new IPOs, new
members of RSE, new information customers), as well as supplemental business services
(privatization, registers, EU structural funds);
* Increase of GVRiga Group companies value,

Consequently, we exﬁect the next year to be the year of consolidation and quality improvement.
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STATEMENT OF THE RESPONSIBILITIES OF THE MANAGEMENT

The Management of A/S Rigas Fondu birZa is responsible for preparing the consclidated financial statements
of A/S Rigas Fondu birZa and its subsidiary undertaking (the Group) from the books of prime entry of the
Group’s companies for each financial period that present fairly the state of affairs of the Group as at the end
of each financial period and the results of its operations.

The Management of A/S Rigas Fondu birZa confirms that suitable accounting policies have been used and
applied consistently and reasonable and prudent judgments and estimates have been made in preparation of
these consolidated financial statements. The Management of A/S Rigas Fondu biria also confirms that
applicable International Financial Reporting Standards have been followed and the consolidated financial
statements have been prepared on a going concern basis,

The Management of A/S Rigas Fondu birZa is responsible for maintenance of proper accounting records, for
safeguarding the assets of the Group and for prevention and detection of fraud and other irregularities.

On behalf of the Management of A/S Rigas Fondu birZa:

Chairmar of Management Board

iga, 24 January 20035
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AUDITORS’ REPORT

To the shareholders of A/S Rigas Fondu birza

We have audited the consolidated financial statements of A/S Rigas Fondu birza and it's
subsidiary undertaking (“the Group”) for the year ended 31 December 2004 set out on
pages 7 to 21. The audited consolidated financial statements include the consolidated
balance sheet as of 31 December 2004, related consolidated income statement,
consolidated statement of changes in equity and consolidated cash flow statement for
the year then ended and note disclosure. These consolidated financial statements are
the responsibility of A/S Rigas Fondu birza management, as referred to on page 5. Our
responsibility is to express an opinion on these consolidated financial statements based
on our audit.

We conducted our audit in accordance with International Standards on Auditing issued
by International Federation of Accountants. Those Standards require that we plan and
perform the audit to obtain reasonable assurance about whether the consolidated
financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the consolidated financial
statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall
consolidated financial statement presentation. We verified that, in all material respects,
the management report is consistent with the consolidated financial statements. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements give a true and fair view of the
financial position of the Group as of 31 December 2004, and of the results of its
operations and its cash flows for the year then ended in accordance with International
Financial Reporting Standards.

PricewaterhouseCoopers SIA

Audit company licence No. 5
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Juris Lapshe

Certified auditor
Certificate No. 116

Member of the Board

24 January 2005
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CONSOLIDATED INCOME STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2004

Notes 2004 2003

Ls Ls

Sales 1 1,250,089 1,049,793
Cost of sales 2 (405,992) (338,530)
Gross profit 844,007 711,263
Administrative expenses 3 (470,275) (467,021)
Other operating income, net 4 13,989 14,403
Operating profit 387,811 258,645
Finance income, net 5 44 253 30,861
Profit before tax 432,064 289,506
Income tax expense i (66,153) (62,512)
Profit for the year 365,911 226,994

The notes on pages 11 to 21 form an integral part of the consolidated financial statements,
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CONSOLIDATED BALANCE SHEET AS AT 31 DECEMEER 2004

31.12.2004 31.12.2003
MNotes Ls Ls
ASSETS
Non-current assets
Property, plant and equipment 7 89,870 95,435
Intangible assets 8 139,437 134,047
Available-for-sale investments 10 728,232 786,084
Other investments 1,181 1,077
958,720 1,016,643
Current assets
Trade and other receivables 11 123,878 127,554
Available-for-sale investments 10 82,342 124,238
Cash and cash equivalents 12 869,440 296,720
1,075,660 548,512
Total assets 2,034,380 1,565,155
EQUITY AND LIABILITIES
Capital and reserves
Share capital 712,500 712,500
Retained earnings 773,769 407, 858
1,486,269 1,120,358
MNon-current liabilities
Deferred income tax liabilities 13 5,965 6,063
5,965 6,663
Current liabilities
Trade and other payables 14 532,923 378,873
Current income tax liabilities 9,223 59,261
542,146 438,134
Total liabilities 548,111 444,797
Total equity and liabilities 2,034,380 1,565,155

These consolidated financial statements have been approved for issue by the Management on
24 January 2003,

The notes on pages 11 to 21 form an integral part of the consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED
31 DECEMBER 2004

Share capital Retained earnings Total equity
Ls Ls Ls
Year ended 31 December 2003
Balance at 1 January 2003 712,500 180,864 893,364
Met profit for the year - 226,994 226,994
Balance at 31 December 2003 712,500 407,858 1,120,358
Year ended 31 December 2004
Balance at 1 January 2004 712,500 407,858 1,120,358
Met profit for the year - 365911 365,911
Balance at 31 December 2004 712,500 773,769 1,486,269

As at 31 December 2004 the subscribed and fully paid share capital of the Parent company consists of 2,850
(2003: 2,850) ordinary shares with nominal value of Ls 250 each (2003: Ls 250).

The notes on pages 11 to 21 form an integral part of the consolidated financial statements.



A/S RIGAS FONDU BIRZA

CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMEBER 2004

CONSOLIDATED CASH FLOW STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2004

Cash flows from operating activities

Cash generated from operations

Tax paid

Net cash generated from operating activities

Cash flows from investing activities

Proceeds from sale of property, plant and equipment
Purchase of property, plant and equipment and intangible
assets

Purchase of available-for-sale investments

Proceeds from disposal of available-for-sale investments
Interest received

Net cash generated from / (used in) investing activities

Net increase in cash
Cash at beginning of the year

Cash at end of the year

The notes on pages 11 to 21 form an integral part of the consolidated financial statements,
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MNotes

2004 2003

Ls Ls
604,710 567,600
(117,131} (82,334)
487,579 485,266
347 17,246
(84,171) (114,593}
(199,681) (892,786)
328,500 542,139
40,1446 19,068
85,141 (428,926)
571,720 56,340
296,720 240,380
869,440 296,720




