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Nine decades of tradition in rubber
manufacturing, five decades of
systematic innovation. We are a
community of professional, creative
and loyal associates. We realise that
a competitive position we have today.
Will not suffice tomorrow.

We trust in our future.

Our virtues are business
acumen and professional
approach.
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g Net sales revenues (€ in thousands) 69,465 84,383 96,736 96,202 73,186
e ] Share of export in % 74 74 74 73 15 103
2 Net profit for the year (€ in thousands) 1,004 1,863 2,215 306 1,384 452
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- Net sales revenues per employee (€ in thousands) 97 108 117 1 98 88
Added value per employee (€ in thousands) 24 27 30 28 27 97
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Firm:

Abbreviated firm:
Head office:

Legal organisational form:

Registration:

Registration No.:
Tax No.:
Scope of operations:

Code of activity:
Share capital:
Ownership structure:
Data about

the parent company:

Company representatives:

Company bodies:

SAVATECH, druZba za proizvodnjo in trzenje gumenotehnictnih
proizvodov in pnevmatike, d.0.0.

SAVATECH, d.o.o.

Skofjeloska cesta 6, Kranj, Slovenia.

limited liability company.

The company was filed in the court register at District Court in Kran,

file No. 1/06910/00 according to the resolution Srg. 2001/03372
of 5 December 2001.

1661205.

13267949.

The company is registered for the manufacture

and sale of industrial rubber products

22.190 — manufacturing of other rubber products

€27,266,960.

The company Savatech is under 100% Sava d.d. ownership

Sava, druzba za upravljanje in financiranje, d.d.
Skofjeloska cesta 6,

4000 Kranj.

The consolidated annual report is available

in the Legal Office, Sava d.d.

Director: Vesna Cade?
Director: Igor Hafnar

Worker Director Marija Rjavec is the member of the
company management too.

The company bodies are the General Assembly composed of the
sole partner, Sava d.d., and the company management.



In 2009, Savatech d.o.0. was organised in seven profit
centres or programmes:

e Mixing Plant (manufacture of rubber compounds)

e Flastomers (development and manufacture of rubber
compounds)

e Conveyor Belts (conveyor belts for various industrial
applications)

e Profiles (solid and cellular rubber profiles for the
building industry)

e Print (offset printing blankets for the printing
industry)

® ko (products for the environmental protection and

Organisational scheme

rescue actions)
e \elo (tyres for scooters, motorcycles, bicycles,
industrial vehicles and go-karts)

The operations of the programmes are supported by
business services, which offer their services to other
companies in the Sava Group and, to a lesser extent,
to the free market. The company Savatech d.o.o.
includes two representative offices, these being in
Trieste and Moscow. At the end of 2009, the Trieste
representative office was closed.

SAVATECH, d.o.o.

Company management

MC & PR

PROGRAMMES

Mixing Plant

Elastomers

Conveyor Belts

Profiles

Print

Velo

T
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WORKING PROCESS
OPTIMISATION

BUSINESS SERVICES

Financial & Accounting
Sector

Quality and Reliability
Sector

Plant Engineering
Logistics
Purchasing
Human resources
Trieste Representative Office

Moscow Representative Office
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Environmental permit for the
company Savatech

On 9 February 2009, the Ministry of the Environment
and Spatial Planning, Agency RS for the Environment,
issued an environmental permit for a device operating in
the manufacture of offset printing blankets in the Print
programme. This is a device for surface processing of
materials, objects or products using organic solvents
and for other devices, which are connected to this
device; this permit refers to the programmes Mixing
Plant, Profiles, Conveyor Belts, Velo and Eko.

During the procedure it was established that conditions
in the company are in conformity with the regulations
that prevent environmental pollution, waste formation
and waste disposal.

A new system for toluene adsorption
in the Print programme substituted
the incineration plant

In the Print programme, we manufacture offset
printing blankets for the printing industry. Before,
the vapours of solvents, which developed during
the manufacturing process, were incinerated in the
recuperation incineration device. Owing to the changed
technology for the preparation of rubber solutions
(only one solvent is used) conditions were provided
to substitute this device with a toluene regeneration
system. A trial operation of the toluene adsorption
system started on 23 March 2009. The device enables
returning of toluene, which together with the air vents
from the coating lines, back into the production process,
which complies with all environmental requirements.
This project resulted in lowering the consumption of
individual energy products and solvent. Operation
costs were decreased too.

The Apple of Quality

Every year, the national agency Centre of the RS
for Mobility and European Educational and Training
Programmes (CMEPIUS) presents three awards in
each of the categories, the so-called Apple of Quality.

For 2009, the second award was presented to the
company Savatech for its international project of
innovation transfer Rubber Knowledge.

Sava tyres in the world motocross
championships in the Czech Republic

In the world motocross championships from 7 to
9 June 2009 in Holice, the Czech Republic, we
presented Sava enduro racing tyres Endurorider Pro
Comp MC33, which are manufactured in the Velo
programme. In this event the new Enduro F1.M. tyres
were successfully promoted.

The Best Product of the Year Award

At the trade show EDURA, which was held from 16
to 18 June 2009 in Kielce, Poland, the Environmental
Protection and Rescue Products programme Eko and
Sava Trade Poland received the 1 Best Product of the
Year Award. The competition was tough, therefore,
the award for a flat bag product, which was presented
by the mayor, is of even greater significance. The flat
bag is an upgrade of a classical lifting bag; thanks
to its construction this new bag lifts evenly almost
throughout its surface. The EDURA fair is the largest
trade fair and, at the same time, an event of the year in
the rescue and new technologies sector in Poland.

We obtained the Authorised Economic
Operator status

In the official ceremony held on 9 September 2009
in Kranj, the company Savatech received the AEO
certificate - Authorised Economic Operator. The
AEQ programme by the European Union is a part of
the international initiative for assuring safety in the
entire supply chain. The AEO status is designed for
all companies, for those which carry out customs
procedures (local clearance) in particular, but also
for forwarding agents and shipping companies. The
AEQ status assures a quicker access to the goods and
faster customs procedures, while companies become
a part of the international supply chain.



A fire in the Mixing Plant

On 18 September 2009, a fire broke out in the
elastomer mixing plant, in weighing feeding chamber
on the L2 line. Seven workers present immediately
began to extinguish fire, and were soon joined by
Sava’s professional fire brigade, later on by the fire
fighter rescue service from Kranj and many voluntary
fire-fighters from the neighbouring places. The fire
in Savatech’s mixing plant strongly damaged the
line for mixing black compounds and, partly, also
the line for mixing colour compounds. To assure an
undisturbed supply of black compounds we relocated
the production to the old mixing line M48, which
was a very demanding task. The production on both
lines was re-established by the end of 2009. The final
improvements in the Mixing Plant will be completed
in the second half of 2010.

Trade shows in 2009

Environmental protection and rescue
products at the Dubai trade fair

From 9to 13 January the Dubai trade show Offshore
Arabia 2009 was held where Eko exhibited its products.
The trade show was sponsored by Sheik Mohammed Bin
Rashid Al Maktoum, the Prime Minister of the United
Arab Emirates. This trade show attracts companies
from the oil industry, environmental protection and
renewable energy sources area consulting and research
organisations as well as various maritime organisations.
The Eko programme demonstrated its floating anti-
pollution booms, high-pressure packers and HAZ-MAT
products, which are used for prevention of leakages
and elimination of hazardous substances.

A conference was held in the framework of this
trade fair that dealt with energy challenges, climate
changes, ecology, HAZ-MAT as well as maritime and
littoral protection. The Eko programme representatives
acquired useful information about their competitors
and made contact with potential buyers.

Conveyor Belts at Tehnika trade show
in Belgrade

From 11 to 15 May 2009 Belgrade hosted the 53"
international specialised trade show in the field
of engineering and technical achievements called
Tehnika 2009, one of the oldest events at the
Belgrade fairground. More than 1,000 exhibitors put
their achievements on display on 22,000 sq meters;
every year this fair is visited by over 60,000 visitors.
In the booth of the company Vulkan Protekor, a sales

agent of Sava conveyor belts, discussions were held
about the sale of not only conveyor belts but also
rubber profiles in the Serbian market.

Environmental protection and rescue
products at the Inter Airport trade fair
in Munich

In 2009, we attended the international trade fair
Inter Airport Europe in Munich for the first time.
At the fair, which was held from 6 to 9 October, 543
exhibitors of aircraft equipment, various technologies
and services displayed their products. The Eko
programme presented its lifting bags and a novelty
in the programme: a range of aircraft recovery bags
intended for maintenance of aircrafts and rescue
actions. At the fair, we viewed novelties in this sector
and achievements of our competitors and came into
contact with numerous potential partners.

Conveyor Belts at trade show in
France

In the French city of Mulhouse a trade fair which
specialises in transportation, minerals and other
materials — SIM took place from 21 to 23 October
2009. Conveyor Belts presented novelties from their
production programme. Our most important competitors
such as Contitech, Dunlop, Sempertrans, Cobra etc.
exhibited their products. We made contact, especially
with producers from France and French-speaking
countries from Africa.

Motorcycle and scooter tyres at the
EICMA fair in Milan

The international trade show EICMA Motorcycle
Exhibition, which was held in Milan from 11 to 15
November 2009, is one of the largest motorcycle trade
fairs worldwide and, besides the Intermoto fair in
Cologne, itis the greatest fair of this type in Europe.
The Savatech booth was well-visited; we displayed
the novelties in the field of motorcycle and scooter
tyres developed in 2009 as well as certain novelties for
2010. Besides the products we presented our racing
achievements , which was actually the leading theme
of our exhibition booth. The last competition season
was namely very interesting. The participation at the
EICMA is estimated as very successful. Novelties were
presented to a wider public and potential buyers.
At the same time we had an opportunity to meet
numerous present buyers at one place and discuss
our future cooperation.
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Rubber manufacturing is an industrial branch which is
in close connection with the car and building industry.
The negative economic movement, which in this sector
began already in last quarter of 2008, continued with
all of its power in 2009 and strongly influenced the
operation of the company Savatech too.

The company operation in 2009 was not affected by
external influences only but also by a fire which in
September broke out in the mixing plant. Repairing
of damages continues in 2010.

Decline in sales

In 2009, the company Savatech generated net sales
revenues of €73.2 million with the sale of product,
services, goods and materials, which was 24%
less than in the year before. The economic activity
and, consequently, the sale of our products faced
a dramatic decline in certain traditional markets
where in the past the highest growth was achieved
such as Russia, Poland, Italy. Due to the aggravated
economic situation we concentrated on the sale and
carried out needed activities and measures to mitigate
the negative effect. Like already several times in
the past, the varied sales mix of Savatech, which
is better adaptable to the changes in the business
environment, now again proved positive.

Decrease in prices of rubber
manufacturing materials

In 2009, the cost of raw materials was considerably
lower than in 2008. The reason for that is a drop in
prices of most rubber manufacturing raw materials,
which followed the record-breaking levels in 2008. We
began the year 2009 with low level of raw materials
prices, however, owing to high inventories and low
sale we were not able to utilise it to a full extent. In
the middle of the year the trend of price decreases
stopped.

A positive net result

Net profit of the company amounted to €1.4 million,
which was 3.5-fold more than in the previous year.
This result was due to lower prices of raw materials
and also to a decrease in operating expenses.

In 2009, the company decreased inventories and
operating receivables considerably and owing
to an efficient management of current assets it
generated a surplus of cash flows from operating
activities.




Investments and accelerated
development of new products

In 2009, the company Savatech invested a sum of €2.6
million. A great part of this sum was invested in the
renewal of mixing plant after the fire. We proceeded
with the investments in the framework of the toluene
regeneration project and erected an additional line
for grinding offset printing blankets. Owing to this
investment the consumption of solvents and gas
decreased substantially, while the grinding capacities
enhanced. The Eko programme began to relocate
production capacities to Ptuj. The development of
new products got a fresh start in 2009. Development
departments in individual programmes and a newly
established project team for the development of new
products focused on the development, promotion and
launch of new products on the market.

!

Education and care for employee
health and safety at work

In 2009, great emphasis was given to deepening
and expanding knowledge of rubber manufacturing
technology. We established contact with foreign
experts from this sector. In 2010, we plan to further
develop this cooperation and upgrad it through
the knowledge of new experts from the rubber
manufacturing technology area.

We continued the family-friendly company project,
thereby emphasising our commitment to the integrated
attitude towards our employees.
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In terms of the organisation, the risk management
in the company Savatech is managed through
the competence centre Risk Management at the
level of the Sava Group. This competence centre
systematically deals with all issues in connection
with insurances with insurance companies (assets,
liability, receivables).

The risk management in the Sava Group is being
developed in cooperation with all other competence
centres and managerial teams in Group companies.
Allrisks are listed centrally and monitored, whereas
its control is managed in respective areas with regard
to the type of risks. The present strategic hazards
and threats can turn into strategic opportunities if
potentials and innovative approaches are properly
utilised at right moment.

Most risks are important for the entire Group, either
as opportunities or threats. In terms of their influence
on the operation, probability and frequency of their
appearance, they are ranked in strategic, financial,
operating and unpredictable risks.

Strategic risks

Strategic risks are the risks in relation to the ability
of long-term generation of operating revenues and
maintaining the value of assets.

Risks of this type are connected with the competitive
position of our company home and abroad. These
risks are managed through a diversification of sales,
development of new products and optimisation of
production processes. Purchasing risks are managed
through various terms in price agreements for specific
materials, concluding long-term partnerships with
most important suppliers and a centralisation of
purchasing within the Sava Group. We especially
focus on investment risks, which we limit so as to
precisely supervise the effects of investments and
continually improve the procedure for the preparation
and implementation of investment projects.

Financial risks

Credit risk is directly connected with commercial
risk and presents a danger that trade receivables or
receivables due from other business partners will be
settled with a delay or not at all. For this purpose,
we devote special attention to customer solvency.
To decrease exposure to this risk we make use of
customer rating system, ongoing compensations and
supervision over bad payers. Most receivables are
insured with the credit insurance company.

Solvency risk has increased. Despite poor liquidity
situation in the industrial sector in Slovenia and
abroad, we managed to ensure funds for the most
important investment projects. To maintain liquidity
we have limits approved on our business accounts
and revolving credit lines available.

Liquidity risk is directly connected with interest rate
risk. The cost of interest rate increased in 2009.

In 2008, we noted a higher exposure to the foreign
currency risk, mainly due to the impact of economic
crisis on foreign currencies outside of the euro
region.

Operating and other risks

The conformity with the legislation is examined at the
level of the competence centres and companies. We
improve providing information about changes in the
legislation in Slovenia, while abroad we collaborate with
our contracting partners who assist us in proper conduct
in the expansion of business or recovery of debts.
Throughout 2009 we took care of our employees’
well-being by organising additional activities
within the Family-friendly Company project, and
enhanced occupational health and safety. Owing to
permanent employee education and improvements
in work conditions we increased work performance,
employee satisfaction and encouraged an innovative
approach.



The ever greater awareness of the environmental
issues influences the operation in the rubber
manufacturing industry too. We continued to
introduce technology improvements to reduce the
risk for accidents involving chemicals. By introducing
efficient precautionary measures we keep
undesired impacts on the environment under
the legally specified limits.

We emphasise the option for utilising synergies
in the Group, which we further develop through tie-
ups and the exchange of expertise and experiences
in the competence centres of knowledge and
in establishing links with companies by type of
business.
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Business
Report

Our innovation is not a coincidence.
We pursue the expectations of our
customers with the aim of becoming
the promoters of their development.
We create new products, improve and
expand the applicability of the existing
ones. Our products and services
provide solutions for the future.
Advanced and rational.

Our advantages are
iInnovation and adaptability.

SavatechAnnual Report©2°
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Mission of Savatech d. o. o.

We create integral solutions for various areas where
industrial rubber and related products and tyres are
used.

Vision of Savatech d. o. o.

We will become a development partner to our
key customers. The quality of our products will be
comparable to the quality of products made by the
best competitors. The company Savatech will be the
most flexible and adaptable niche manufacturer.

We will become a community of professional, creative
and motivated associates who build their future
through strengthening their competitive power.

Savatech will be the environment-friendly company
and owing to its incorporation in the global economic
streams it will become one of the most financially
solid pillars in the Sava Group.

The key strategic orientations of
Savatech d.o.0.:

e strategy of growth in the volume of business

¢ development of the premises Labore in Kranj as
amain (but not a sole) production-logistics centre
where the focus will be on higher value added
products

e suitable development of our own foreign trade
network

¢ relocating the manufacture of simple low value
added products to other manufacturing sites (off-
take, partnerships etc.)

® active engagement in search for and introduction
of new programmes

® active search for possible take-overs

e increase in the service providing sector

We at the company Savatech d.o.o.
follow the values of the Sava Group:

EXCELLENCE

Excellence is achieved in everything we do. It is the
driving force of continual improvements ad permanent
development.

CREATIVITY

We develop a stimulating working environment that
releases creativity and enables the further development
of employee abilities.

KNOWELDGE

Our employees are motivated to be successful and
acquire and apply their knowledge, with teamwaork
being a priority.

INTEGRITY
We act honestly and ethically, respecting agreements.
RESPONSIBILITY

With a responsible attitude to our goals, associates
and the natural and social environment we implement
the principles of sustainable development.



Economic situation

According to the initial estimate in 2009, the global
economic growth should amount to -0.8%, which is
the result of the global recession. The 2010 forecast
is slightly better and stands at +3.9%.

In 2009, prices in the raw materials market slowly
dropped, but towards the end of 2009 they began to
rise again. The recession captured the entire world,
which led to numerous additional risks such as foreign
currency and liquidity risks, which strongly affected
the global economic situation and caused difficulties
in the global financial markets.

It was estimated that the economic growth in the euro
region amounted to -3.9% and was 4.5 percentage
points lower than in 2008. Our most important foreign
trade partner Germany experienced a fall in economic
growth that amounted to 6 percentage points. It is
forecast that the economic growth in Germany should
enhance by 1.5% in 2010. Other euro region members
expect an 1% economic growth too.

According to the initial estimates, the economic
growth in Slovenia amounted to -7.3% in 2009, and
was mainly due to a low utilisation of production
capacities and the aggravated conditions for hiring
loans. These circumstances caused a decline in
business investments by one fourth. The crisis in
the international environment affected construction
investments. Almost one half of a decrease in GDP
in 2009 was due to decreased inventories. In 2009,
the inflation amounted to 1.8% at the annual level.
In the period 2010-2011 the economic growth should
gradually strengthen to 0.9% and 2.5%.

Circumstances in the rubber
manufacturing industry

In 2009, the competition in the market of industrial
rubber products and tyres further grew keener and so
did price pressures. Many producers decreased prices
of products, which they sold from their stock.

In the west European countries the market shrunk, the
situation was even worse in East Europe, Russia and
other developing countries. On the other hand, the Far
East again marked a positive economic growth in 2009.
However, the developed markets still hold the largest
share in the world's consumption of industrial rubber
products. Due to the recession the number of orders
declined, which shows the uncertainty that rules the
market. The 2010 forecast is slightly better.

In the first quarter 2009, the prices of the basic rubber
manufacturing material — rubber — practically halved,
and then they rose again and reached a record-
breaking value at the end of 2009 . Owing to the
keen competition, manufacturers could not transfer
higher costs of raw materials and energy from the
end of 2009 into their selling prices which decreased
margins and profitability.

Manufacturers therefore focused on the optimisation
of purchasing and internal processes: increased
productivity and decreased other costs such as
inventory cost. Manufacturers laid-off redundant
workers, closed unprofitable plants. The present needs
are changing and new needs for rubber products
are arising, new markets and markets niches are
emerging. Customers show an increased demand
for after-sale services. The environmental standards
grow ever more rigorous.
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In 2009, the economic situation for the company
Savatech was much worse than originally expected. It
showed in a declined demand in all important markets.
The pressures on selling price increased. Due to the
general decrease in liquidity the company faced
delays in customer payments for the already sold
products and services. The impacts of the recession
showed in the building and car industry. We faced a
decline in and cancellation of the already confirmed
orders. The uncertainty in the market and high unsold
stock at competitors resulted in price pressures. A
decrease in global prices of raw materials in the first
half-year of 2009 did not affect the operation in full
as the company had a stock of raw materials from the
previous year, which were valued at higher prices.

Sales

In 2009, the company Savatech generated sales
revenues of €73.2 million from the sale of products,
services, goods and materials; this was 24% down
on lastyear. 75% of net sales revenues was made
in foreign markets. A detailed survey of sales results
follows in chapter Marketing and customers.

Net sales
revenues
100,000
(€ in thousands) 96,736 96,202
84,383
80,000
69,465 73,186
60,000
40,000
20,000
0
2005 2006 2007 2008 2009

Operating expenses

In 2009, operating expenses amounted to €76.3
million and were 20% lower than in the year before.
The greatest share — 67% — were costs of goods,
materials and services. In comparison with 2008 these
costs were lower by 35%, while costs of services
were lower by 5%.

Labour costs were 11% below the 2008 value. Their

share in operating expenses amounted to 22%. The
mentioned cost decrease was due to a lower number of
employees in comparison with the previous year.

Due to a slightly lower realisation of investments than
in 2008, amortisation was lower by 3%. The value of
operating expenses from revaluation is significantly
higher than in the year before, the reason for that



being write-offs of fixed assets and inventories due
to a fire in the mixing plant, and write-offs of doubtful
receivables.

Other operating expenses amounted to €0.3 million
and were 24% lower than in the previous year.

Financial revenues and expenses

Financial revenues surpassed financial revenues
by €248,000. This favourable result if compared to
the 2008 result was mainly due to lower negative
exchange rate differences.

Net profit/loss 2,500

(€ in thousands)

2,000
1,500
1000 1,004

500

2005

Assets

31/12/2009
Assets 54,612
Long-term assets 15,808
- tangible fixed assets 15,518
- others 290
Short-term assets 38,804
- inventories 8,969
- short-term financial investment 10,879
- short-term operating receivables 16,340
- others 2,616

At 31/12/2009 the company assets amounted to €54.6
million and were higher by 8% within a year.

Long-term assets had a 28.9% share in the assets
structure. Tangible fixed assets decreased by 13%,

Net profit / loss

In 2009, the company created a loss from operation
in the amount of €1.8 million. Net profit/loss of the
company amounted to €1.4 million, which was 3.5-
fold more than in the previous year. There is a great
difference between the operating profit/loss and the
net operating profit/loss as a consequence of a fire.
The costs for a renovation after the fire were shown
under operating expenses, whereas revenues from
the recognised insurance money were shown under
other revenues.

2,215
1,863
1,384
306
2006 2007 2008 2009

€ in thousands

Structure in % 31/12/2008 Structure in % 2009/';33%(
100.0 50,525 100.0 108
289 18,298 36.2 86
284 17,779 352 87
0.5 519 1 56
AN 32227 63.8 120
16.5 12,687 25.1 Al
19.9 4 0
299 18,857 373 87
48 679 1.4 385

the main reason for that being a write-off in fixed
assets due to the fire and lower investments.

Short-term assets increased by 20% and amounted to
€38.8 million at the end of the year. In comparison with
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the end of 2008 inventories and operating receivables

decreased in the short-term assets structure due to

Liabilities

a decreased volume of operations. The company
increased its short-term financial investments.

€in thousands

Index

Liabilities 54,612
Capital 30,980
Provisions, accrued costs and deferred revenues 2,569
Long-term liabilities 0
- financial liabilities 0
- operating liabilities 0
Short-term liabilities 21,063
- financial liabilities 11,780
- operating liabilities 9,283

Due to the generated net profit /loss in 2009 capital
increased by €1.4 million or by 5%. Its share in the
liabilities structure amounted to 56.7%.

In comparison with the previous year the liabilities
increased by 17%. In comparison with 2008 the
liabilities structure changed. Financial liabilities
increased by 38% and represented 21.6% in the
liabilities structure.

Operating liabilities deceased by 2%; their share

Operation indicators

100.0 50,525 100.0
56.7 29,596 58.6 105
47 2,941 5.8 87
0.0 80 02 0
0.0 80 0.2 0

0.0 0 0
38.6 17,908 354 118
216 8,456 16.7 139
17.0 9,452 18.7 98

in the liabilities structure amounted to 17% at the
end of 2009.

Cash flow

In 2009, the company generated a positive cash flow
in the amount of €1.9 million. The surplus of cash
flow from operating activities amounted to €12.1
million and that owing to the efficient management
with current assets in 2009, and was used for new
investments and financial investments.

Net operating result/loss in gross income (in %)
Net operating result / gross income

EBITDA margin (in %)
(profit from operations + write-offs) / gross income

Added value per employee (€ in thousands)
Added value / average number of employees

Participation rate of financing (in %)
Capital / liabilities

Current ratio
Short-term assets / short-term liabilities

Net return on equity ratio

Net profit for financial year / average equity less net operating results for the year

1.9 0.3
46 5.2
27.3 28.1
56.7 58.6
1.8 1.8
47 1.1



Net operating result in gross income in 2009 amounted
to 1.9% and was 1.6 percentage point higher than
last year.

In 2009, the EBITDA margin amounted to 4.6% and
was 12% lower than in 2008.

Added value per employee amounted to €27,300 in
2009, or 3% less than in 2008. The lower added value
per employee was due to the already mentioned fire
incident as costs for fire extinguishing were shown
under operating expenses, whereas revenues from
the recognised insurance money were shown under
other revenues.

Capital had a 56.7% share in liabilities. Due to
increased liabilities to banks this share was lower
than in 2008.The current ratio (1.8), which statistically
shows a short-term solvency, showed values which
proved that the company experienced no problems
with solvency. The company paid liabilities to business
partners within contracted terms.

The return on equity ratio amounted to 4.7 on the last
day of 2009, whereas at the end of 2008 it amounted to
1.1, which means that profitability has improved.
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We began the year 2010 optimistically, which is due
to our experiences in 2009 and gradual improvements
in the market situation. Owing to our innovative
approach and high quality as well as our range of
integral solutions in numerous product groups, we
will maintain and achieve leading positions in the
global market niches. For 2010 we plan to achieve a
13% increase in sales volume.

Marketing and further development of innovative
products will be the two of the most important tasks
in the coming years. In these activities we will engage

our development teams, the entire sales personnel
in the company, sales agents in the foreign trade
network and most important strategic suppliers. In
2010 we will participate in ten trade fairs in Europe
and the USA.

Special attention will be devoted to costs and productivity
as well as technology-related improvements in our
processes.

We will invest in employee knowledge and development
to create an appealing working climate.



The crisis year 2009 and the unstable economic of the negative economic situation. The same applies
environment greatly affected the sales of the company for individual product groups in the sales-production
Savatech d.o.0. Due to the aggravated economic portfolio. The sales mix of Savatech d.o.o., which is
conditions we focused in sales area on the activities a very varied one and thus highly flexible, repeatedly
and measures needed to mitigate the negative impact. proved as a positive fact.

Solvency and liquidity of our customers were another
two obstacles, which we monitored on an ongoing basis
and owing to a conservative approach we managed to
avoid any bigger problems. Individual sales markets
of Savatech d.o.o. differently experienced the impacts
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€ in thousands

Structure Structure Index
88 79

Net sales revenues from products sold 66,634 91 84,160

Net sales revenues from materials sold 2,953 4 5,156 5 57
Net sales revenues from services sold 1471 2 2,305 2 64
Net sales revenues from goods sold 2121 3 4,581 5 46
Total net sales revenues 73,186 100 96,202 100 16

Net sales revenues
structure in 2009
(%)

Net sales revenues from
products sold
(9N%)

. Net sales revenues from goods sold (3%)

o

. Net sales revenues from services sold (2%)

. Net sales revenues from products sold (4%)
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The economic activity and, consequently, the sale of
our products suffered the highest decline in certain
traditional markets where in the past medium-term
period we made the greatest annual increases (Russia,
Poland, USA, Italy, Spain and Germany).

Another negative impact on the sales result had
a relatively high level of inventories of finished
products and input materials at producers and end

Sales structure
of Savatech d.o.o.
2009 by region
(%)

Other markets (16%)

users —customers. Optimisation process and adapting
inventories to the new situation was especially
distinctive in the first half of 2009, in the second half
the situation returned to normal, which positively
influenced sales figures.

Slovenia (25%)

EX YU (4%) '

In 2009, the sales structure by region was not essentially
different than in the year before. In Slovenia, we sold
by 2 percentage points less than in 2008, i.e. 25%,
while the sale in the EU market remained at 55%.

Sales structure
of Savatech d.o.o.
2009 by country

(%)

Other (25%)

France (2%)

. Czech Republic (2%)
L Austria (3%)

Poland (3%)

_ Great Britain (3%)

. Croatia (3%)

. Russia (3%)

o
%T

EU (55%)

In the former Yugoslav market we sold 4% which
was the same as in the year before, and in other
markets slightly more, i.e. 16% if compared with
14% in 2008.

Slovenia (25%)

Germany (21%)

ltaly (10%)




Sales results by country changed slightly. As already
mentioned, the sale in the Slovene market was relatively
lower than in the previous year and amounted to 25%,
and it was lower in absolute terms too. While the
relative share of sales to our greatest foreign partner
Germany increased from 19% in 2008 to 21% in
2009, the actual sale decreased if compared to 2008.
In Italy, our third greatest partner in the sale of our

Sales structure by subsidiaries -
foreign trade network companies

(%)
ST London (3%)

ST Prague (12%)

ST Warsaw (13%)

ST Florida (7%)

products, the sale in 2009 decreased, too. The sale
in companies which follow and have a 3% relative
sales share (Russia, Croatia, Great Britain, Poland and
Austria) decreased too, the least in Austria. Another
five countries follow with a 2% share in sales (Czech
Republic, France, Spain, Luxembourg and Netherlands);
the remaining 76 countries out of total 89 had a 18%
share in total sales of products in 2009.

ST Munich (65%)

In 2009, we generated 18% of net sales revenues from
the sale of products via the subsidised companies
abroad. These are companies owned by Sava d.d.:
Sava Trade Munich, Sava Trade Prague, Sava Trade
Warsaw, Savatech Trade London and Sava Trade,
Port Orange in the USA.

The greatest share of sales, or 65%, was made
through Sava Trade Munich.

Survey of sale by individual product
group within programmes

In examining the sales structure with regard to the
individual product groups within the programmes and
the impacts by the general economic situation in 2009,
it can be established that special products for the
environmental protection applications, replacement
tyres, products for sewage system repairs and products

for use in the farming and food processing industry
were least affected by the economic situation. These
sectors, which are not so strongly connected with
the investment consumption, were significantly less
impacted by the economic circumstances. However,
we perceived a change with customers who mainly
ordered urgently needed products, extremely shortened
delivery terms and decreased their stock.

The greatest negative influence was perceived at
product groups which are directly connected with the
investments in new equipment (EOM), the acquisition
and processing of raw materials, the construction
industry, and at those which depend on various budget
funding. In these sectors we noticed a distinct slow-
down, a decrease in activities and shifting the already
planned investments to a later period.
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Sales structure for Savatech d.o.o.
2009 by product group
(%)

_Tyres (19%)

Environmental protection
_and rescue product (13%)

_ Offset printing blankets (11%)

Considering the shares of individual product groups, we
can see that in 2009 four product groups had the same
relative share in sales (19%]): conveyor belts, rubber
profiles, rubber compounds and tyres. Environmental
protection and rescue products represented a 13%
share of total sales, and offset printing blankets had
an 11% share.

Besides intense activities and effort for obtaining
new orders from the existing and new customers,
the sales departments of Savatech d.o.o. especially
concentrated on the strategy for improving a product
portfolio in individual programmes aiming at products
that achieve a better coverage and a higher added
value.

New customers, new markets

All sales activities focused on maintaining business
relations and cooperation with the existing customers,
searching for new customers in the existing markets
and opening completely new markets with the existing
and new products. \We devoted our special attention to
frequent visits to the potential customers, establishing
new sales channels, education of customers and
communicating novelties. We put emphasis on
advertising, additional support to customers and
sales agents, the preparation of new catalogues for

Rubber compounds (19%).

Conveyor

belts (19%)

Rubber profiles (19%),

individual product groups, which we consider most
important for our future development.

The implemented activities and achieved results in
the sales area will be of special use in 2010 and in the
coming years, since we obtained many new customers
in 2009 and we intend to deepen cooperation in the
future. In this way we will diversify the sale, thereby
decreasing dependence on the traditional markets
and avoiding risks in possible future outbreaks of
the economic crisis.

In 2009, we began to market our products and
services with 395 new customers and generated a
turnover of €5 million, which represented more than
a 7% share in total turnover of Savatech d.o.0. The
expanded customer basis provides a good platform
for the future, not only for enhancing sales but also
for improving the quality aiming at products with a
higher added value.

New products

In cooperation with development departments in
individual programmes and newly formed project
team for the development of new products in 2009,
we concentrated on the promotion and launching new
products on the market. Marketing new products is



a special challenge, since these products represent
a higher added value to both us and our customers.
In this field the competition is not so keen and prices
are more flexible.

In total, new products generated €7,540,000, or an
11% share in total product sales volume. The most
important new products were launched in the market
in 2009: shelters and decontamination units, aircraft
recovery lifting bags, new types of oil-resistant
conveyor belts for special applications, racing endure
tyres, self-adhesive rubber for printing on envelopes
(e-form), profiles for solar systems. These innovative
products that were developed in 2009 will strengthen
our market position and assure a stable and reliable

growth. In the coming years, we plan to increase the
share of new products in total sales to through at least
20%. This goal will be achieved through aggressive
marketing and innovative sales approaches. Within
individual programmes and product groups we will
discontinue the manufacture of low-coverage products
and searched for possible purchase of such products
from cheaper manufacturers in East Europe and the
Far East.

The year 2009 was extremely demanding and
unpredictable as far as the sale is concerned, but we
gained many valuable experiences and knowledge
in various fields which we will make good use of in
the future.
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We manufacture and market a wide range of high-
quality rubber industrial rubber products and tyres.
We are noted for an innovative approach and flexibility
and that enables us to meet the requirements of our
customers.

Rubber compounds

Since 1920 the Sava Group has been developing
and blending rubber compounds for rubber products,
owing to which we obtained extensive expertise
and valuable experiences in this field. Compounds
are either natural or synthetic rubber-based: EPDM,
SBR, BR, NBR, CR, CSM, CIIR, HNBR, etc.

We offer our customers:

e the development and manufacture of rubber
compounds of required properties, according to
customer recipe or specimen

® high-quality compounds manufactured with the
state-of-the-art equipment

® adapting compounds to a specified purpose

e technology support

* measurements of physical properties and chemical
analyses of rubber, compounds and other materials
in the laboratory

Rubber conveyor belts

For almost 60 years conveyor belts have been
manufactured in the Sava Group and during this
period we have invested all of our expertise and
experience in the production of conveyor belts that
meet customer demands and assure a safe and long
service life. The production is subject to a strict and
demanding supervision in all stages. Our conveyor
belts are of high-tech level and continually checked
in use, therefore they are sold worldwide.

The main purpose or the application area for conveyor
belts is conveying of various materials between more
or less distant sites.

Our offer covers a wide range of conveyor belts
to meet various application requirements such as
through-shaped, transversally stable, transversally
rigid, sliding, reinforced RIPCHECK (with a textile
ply or steel transversal reinforcement), elevator and
pipe-type conveyor belts.

With regard to the outdoor conditions the belts are
exposed to, we offer belts that are resistant to the
increased temperature, oil and fats, high-abrasion
resistant (for gypsum), hardly flammable and antistatic
conveyor belts.

A part of the production are white (food quality) conveyor
belts, non-staining (for the timber industry), non-smooth
belts from Feingrip/Supergrip to Chevron belts for
inclined conveying with varied profile heights.

Furthermore, we offer a combination of the above
mentioned types and are able to manufacture custom-
made conveyor belts.

Solid and cellular rubber profiles

Since 1970 we have designed and manufactured
rubber profiles, a product, which is a fruit of the in-
company expertise and experience. Profiles are made
of quality rubber compounds, suitable for a wide
range of applications and produced in accordance
with all requirements as defined in the international
standards 1SO 9001 and 1SO 14001.

Besides solid and cellular rubber profiles we
manufacture a combination of both too. Our profiles
are used for:

e plastic, aluminium or wooden windows made by
the leading European window manufacturers

e the construction, car, electrical industry, white
goods and many other industrial sectors

e other profile types complying with customer
requirements and wishes



We have developed several types of quality rubber
compounds resistant to mechanical, chemical and
heat influences suitable for various application
purposes.

Offset printing blankets
for the printing industry

The Print programme is a renowned European
manufacturer of offset printing blankets used in the
printing industry. Through its well-organised sales
network it sells products and services worldwide.

The quality and reliability of rubber printing blankets
are achieved by using the most sophisticated
technologies, innovative approach and adapting to
the modified requirements by customers.

The main benefits of our products originate from the
blanket construction; the basis is a cord carcass that
in addition to the outstanding printing characteristics
assures a high operational reliability.

QOur products meet requirements of all important printing
applications, e.g. sheet-fed printing with printing
blankets using the conventional inks technology, UV
technology and also spot varnishing. Recently, we have
concentrated on the development of offset printing
blankets for web printing as the most demanding
segment in the offset printing blankets market. The
third area where our printing blankets are applicable
Is metal decorating.

Environmental protection
and rescue products

The programme Eko — environmental protection
products and rescue actions manufactures high-quality
inflatable rubber products. The exacting high-tech
and innovative products as well as the equipment
for small-series production are the result of our
own expertise. One of the key advantages of the
Eko programme is its outstanding ability to adapt to
customer requirements.

In respect of the purpose of use, the products are
divided in four main groups:

* Products for sewage — water supply niche
® Products for fire-extinguishing rescue niche
* Products for geological research work

e Environmental protection products

When assessing the quality, we give a careful
consideration to several criteria: environment-
friendliness, simplicity of use, construction, safety,
reliability and packaging.

Tyres

The Velo programme produces and markets a wide
range of tyres for scooters, motorcycles, mopeds,
go-karts, hicycles, mini moto vehicles and small
industrial or farming tyres with corresponding tubes
and tyres for trailers, ATV vehicles and ultra-light
aeroplanes.

We have capacities available for the manufacture
of special purpose tyres to meet customer requirements
and wishes. In collaboration with our customers and
a highly-trained professional development team, new
innovative products as well as a unique manner of
their use have been developed.

We successfully cooperate with reputed car
manufacturers such as Piaggio, Aprilia, Honda,
Peugeot, Tomos, and others. Our long-standing
cooperation with the mentioned manufacturers
only proves that they have trust in our company.
Owing to continual innovation and a successful break-
through in the market we have succeeded at placing
our tyres in all continents of the world.

Services

R&D Institute offers its customers the development
of rubber compounds, cooperation in development
projects and the development and optimisation of
the new products construction as well as technology
procedures.

Central laboratory provides its customers with physical,
chemical and technological laboratory services in the
field of polymers. It consists of two laboratories: a
physical laboratory with a prototype unite and unit for
testis reinforcement, and a chemical laboratory. The
central laboratory has been accredited in accordance
with the standard SIST EN ISO/IEC 17025.

Design Engineering services by the sector of
Plant Engineering provides services of construction
and design engineering of special parts of technology
equipment, buildings and devices, offers improvements
of process units in conformity with requirements of
end users, renewal of the existing equipment as
well as assembly and start-up in new manufacturing
facilities. Moreover, it provides supervision over the
construction works, defines project requirements for
new facilities and devices, manages assembly of entire
technology lines and relocates complete production
processes, produces software for computer-assisted
supervision of line and process unit operations.
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On the basis set in the past years, we further upgraded
the purchasing function in 2009. In purchasing, we
further specialise and professionalise purchasing
activities and develop the competences for the
realisation of the lowest possible cost for the entire
supply at equal or lower risk. The implementation of
the purchasing strategy in the rubber manufacturing
is supported with standard processes and systems.

A decline in the global demand, which we faced at
the end of 2008, significantly affected the sale of our
products at the beginning of 2009. This fact had a
strong impact on the high level of raw materials and
packaging in stock at the beginning of the year. One
of the more important tasks was to adapt the level of
inventories to the volume of operations. The average
inventories of raw materials were decreased by one
quarter in the first quarter and we managed to maintain
such, normal, level until the end of the year.

Movement of oil prices
© 90

In 2009, raw material costs were significantly lower
than in 2008, the reason for that being a price drop
in most rubber manufacturing raw materials, which
followed the record prices of 2008. We began 2009
with low prices of raw materials, which due to high
inventories and low sales figures could not be entirely
used to our advantage. In the middle of the year, the
trend of price dropping in raw materials stopped. As a
rule, price rises in rubber manufacturing raw materials
lag several months behind price rises in oil.

In 2009, the price for a barrel of crude oil almost
doubled, and, consequently, the price of monomers,
the basic raw material for the manufacture of rubber
manufacturing raw materials, rose too.

Jan Feb Mar Apr May Jun Jul Aug  Sep Oct  Nov  Dec Jan
2009 2009 2009 2009 2009 2009 2009 2009 2009 2009 2009 2009 2010

Source: http://www.finanztreff.de/



IPEX index
(January 1993 = 100)

The IPEX product basket comprises ethylene, propylene, benzene, toluene, paraxylene, styrene, methanol, butadiene, polyvinyl chloride (PVC), polyethylene
(PE), polypropylene (PP) and polystyrene (PS)
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Structure of manufacturing
materials purchasing in 2009 Oil-related raw
(%) materials (71%)

. Natural rubber (5%)

. Other (4%) '

. Reinforcement (5%)

. Fabric (15%)

Natural rubber is a stock exchange item and an comparison with 2009, the price of natural rubber
important raw material for the company Savatech. remained halved in the first quarter, afterwards a
It has a large share in the structure of consumed period of constant growth followed, which at the
rubbers — elastomers. Prices are formed daily in the end of 2009 already achieved the highest price levels

stock exchange markets in Tokyo and Singapore. In in the history.
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Movement of natural
rubber prices in 2009 350

(in USD cents per kg)
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SOURCE: SICOM http://www.sicom.com.sg/index_sub.asp?content=charts

The most important raw material for Savatech is
synthetic rubber. The prices of most of these rubbers
show similar trend as natural rubbers, oil, monomers,
and of course they rose significantly in 2009.

Price rises in monomers and metals had a delayed
impact on the prices of chemicals and reinforcement
materials.

Owing to combining price decreases and consumption
decreases we significantly decreased the cost of
services and indirect materials.

In 2009, much attention was devoted to the payment
stability of the company; purchasing intensively adapted
payment conditions to our sales conditions.

A time-lag in price rises of raw materials at the
end of 2009 will be reflected in the usual lag at the
beginning of 2010.



Guidelines for research work
and development

Research and development in the company Savatech,
the mainstay of Rubber Manufacturing in the Sava
Group, are oriented to the development of advanced
products and processes in the existing and new
market niches. Only those products, which incorporate
a high level of knowledge and are produced from
most advanced materials, can assure a competitive
advantage, higher added value and long-term
development of a company.

R&D Institute

The company collaborates in associations which link
the industry and academic institutions. The company
is a founding member of the Technology Network for
Intelligent Polymer Materials and Related Technologies
Manufuture.si (applied technologies of the future),
NaMat (nanomaterials, nano products and nano
technologies), STTP (Slovene Textile Technology
Platform) and SloKem (Slovene Chemical Platform).
R&D Institute of Savatech is registered with
ARRS (Slovenian Research Agency) as a research
unit in the industrial sector. Owing to its internal
development-research network it is one of the
mainstays of the expertise in the field of polymer
materials and technologies in Slovenia. R&D Institute
is equipped with the advanced R&D equipment for a
virtual development of new products and laboratory
equipment for chemical and physical characterisation
and management of polymer materials processing.
As of January 2005, the central laboratory within the
R&D Institute has been accredited as an authorised
laboratory in conformity with the standard SIST ISO
EN 17025.

Development of new products,
processes, services and solutions

In order to accelerate the development of new
products we strengthened the R&D team of the
R&D Institute in 2009. The team members developed

several products up to the prototype phase: a ring
for conducting steel cable on cable railways, rubber
washer for thermo-insulating windows, technical
fabric for inflatable products and conveyor belt with
self-cleaning effect.

In the Mixing Plant programme, which manufacture
compounds, 95 new types of compounds and 34
raw materials needed for the development of new
and optimisation of the existing rubber compounds
were introduced.

In the Conveyor Belts programme, we developed and
manufactured a special smooth belt without bottom
coating, 2,000 mm wide, with a partly oil resistant
upper coating, and a belt in white colour and partly
oil resistant for conveying foodstuffs. The range of
ribbed conveyor belts of A-type was expanded with
a belt of a longitudinal profile. We focused also on
technical advising to our customers and optimising
products for certain applications.

In the Profiles programme, we applied modern
methods for prototyping to develop seals for facade
systems tunnels, doors and windows, and new seals
for solar systems, including the development of new
compounds.

In the Offset Printing Blankets programme (Print), we
developed a new flexo-print blanket in cooperation
with a partner. Much attention was devoted to the
development of self-adhesive offset printing blankets and
substituting certain raw materials in the manufacture
of certain blanket types. We introduced a solvent
regeneration, thereby improving the environmental
acceptability of the technology process applied in the
manufacture of offset printing blankets.

In the environmental protection and rescue products
programme (Eko), we developed rubber dams, inflatable
shelter, containers, high pressure packers and aircraft
recovery bags.
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Development activities in the Velo tyre programme
were oriented to improvements and optimisations of
diagonal tyre technology, especially with the aim to
improve tyre properties, achieve better quality and
simplify the work. Our achievements are the result
of the in-house developed machinery and equipment
in the series production. We expanded the range of
scooter, motorcycle and go-kart tyres.

According to the criteria that products are new when
less than three years elapsed from the beginning of
their regular marketing, the estimated total sales of new
product groups of the company Savatech represented
11% of total sales of products in 2009.

Encourage innovation,
continual improvements system,
20 Keys project

Creativity which leads to innovation, is hidden
in everyone of us and is one of the fundamental
characteristics of a human being, which should be,
similar as talents, developed to bring result. Exactly
this is a common practice in the company Savatech
where we have 56 years of experience in an organised
collecting of proposals for improvements and
encouraging innovation in the rubber manufacturing
industry in Kranj. To additionally encourage innovation
activity in Savatech and other Rubber Manufacturing
companies we launched the campaign Your Proposals
2009. Besides the campaign Your Proposals, we also
proceeded with the all-year-round action for developing

improvements and rewards for employees, which we
named The Continual Improvements Process. The
set goals with regard to the economic benefit were
considerably surpassed.

The 20 Keys system, which was entirely introduced in
2002, was systematically developed in 2009 too. In
order to be able to monitor the success of individual
organisation units, we carried out in September a
so-called self-assessment, and in the period October-
November an audit of the system in the framewaork of
the integrated auditing the systems IS0 9001, SIST
ISO EN 17025, 1ISO 14001 OHSAS 18001 and the 20
Keys area. The goal set for 2009 was achieved.

Virtual development of products

The virtual development of products is a renowned
modern method for computer-assisted engineering (CAE),
which enables simulating of product operation and
optimising the construction and properties of products
by using suitable computer programmes. The method
stands for an efficient alternative to the traditional
development of products by means of constructing
according to approximate methods, which incorporates
the manufacture and extensive tests of prototypes.
By means of this new method, we have developed
several types of seals, high pressure packers and
rings for cable railways whose development would
take substantially longer and cause higher expenses
if we had not had this method available.



Despite the present economic stagnation we live ina
dynamic business environment, in the period of fast
development, continual changes and global surpassing
the offer over the demand. Continual improvements in all
business areas and enhancing customer and employee
satisfaction are of key significance for the existence
and development of every company. Experiences prove
that only continual quality improvements in all areas
assure a stable market position over a long-term
period. Quality is one of the most important criteria
for company recognition and, often, a reason for
exiting the competition struggle.

Nowadays customers know that they can demand
the best that exists. New products appear daily on
the market. The market demands and expects from
companies and employees to fulfil high standards.
Practice shows that only the quality of products
does not assure a long-term business success, even
though it is an urgent prerequisite, therefore the
quality management system forms a basic part of
the strategy in our company.

Strategic goals set for the company Savatech in the
quality area in 2009 were as follows:

¢ |ntroduction of new and maintenance of the already
introduced systems (quality systems), which regulate
business processes and are result-oriented in
accordance with the business excellence principles
(SIST EN IS0 9001, SIST ISO/TS 16949, SIST EN
ISO 17025, AQAP 2131 Certificate of Conformity,
CE mark for products,...).

e Decrease in poor quality costs in comparison with the
already achieved results in the past period (costs are
directly measurable: achieved quality, total waste,
claims, repairs, waste disposal — transportation to
a landfill and costs of the system maintenance.

e \Measurement of process stability according to the
procedures from the 6 Sigma method (6 Sigma as
methodology, 6 Sigma as management system and
philosophy).

¢ |ntroduction of the business excellence model in
the business process of Rubber Manufacturing.

A successful implementation of the named strategic
goals significantly contributes to an increase in the
competitive power of our products and services. A
major part of these activities was successfully carried
out in 2009.

The audits, either by customers (second part: Velo
programme), or certification organisation (third part:
certification of processes with regard to the requirements
defined by the standards ISO/TS 16949 for Mixing
Plant, SIST EN ISO 17025 for the area of testing in
the central laboratory, and SIST EN ISO 9001 with all
other programmes) were successfully passed.

In accordance with the plan, all other audits of
suppliers took place. A special emphasis was given
to suppliers of metal parts.
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Total poor quality costs were lower than last year,
which resulted from decreasing the cost of total
waste. Despite the results achieved, we plan to make
improvements in the following areas:

¢ |nformation system- standardised data collection,
identification of faults, responsibility for faults,
displaying data in various places within the
process.

¢ Training and education — greater emphasis than
so far on manufacturing workers.

e Better supervision over the realisation of activities
— daily, weekly, monthly meetings with employees
in the process.

® Manual of quality.

¢ Risk management — consistency with the FMEA
method introduction — description of possible
mistakes in individual process part, identification
of a possible reason for mistakes, identification of
how to prevent a mistake to happen.

¢ OFD — benchmarking a product from the position
of quality.



The competence centre EU projects operating at the
level of the Sava Group acquires funding from the
European Union for the companies in the Sava Group
as well as for Savatech d.o.0. Funds are applied for
the following areas: environmental protection, ecology,
development of new products and technologies, energy
sources, social responsibility, work with employees
and investments.

Project in progress and completed
projects in the company Savatech

Leonardo da Vinci programme

Within the framework of the Leonardo da Vinci
programme a pilot project Rubber Knowledge - an
innovative project of developing educational contents
and trainers’ programme in the rubber manufacturing
was underway. The project was successfully completed
and was awarded the national award Apple of Quality
for pilot projects.

The project Innovation Transfer — e-Rubber validation
is a continuation of the Rubber Knowledge project.
The project includes a partnership consortium, in the
framework of which we will establish a system for
evaluating knowledge that was obtained in informal
education process. This means that we will offer
associates who have already gained many work
experiences to evaluate their knowledge and upgrade
it by means of additional, target-driven training. The
project will take 2 years.

Within the Leonardo da Vinci programme — mobility
project we carry out the project of personnel exchange
to train associates for obtaining knowledge required
for the preparation of innovative and strategically
important learning contents in expert areas for the

need of lifelong learning and expanding knowledge
in the local working environment. The results already
show in technological and organisational changes
within the company, in this way we strengthen the
innovation process.

Other programmes

Together with the Health Insurance Institute of Slovenia
we carried out the project Strong and Healthy at Sava.
Within this project we educated associates about a
healthy and safe way of working. We also issued a
brochure Strong and Healthy at Sava, which provides
recommendations about the healthy way of living,
healthy nutrition, exercising and safe work.

Under the wing of the Ministry of Labour, Family
and Social Affairs we prepared a larger project
of cooperation between social partners, trade
unions, chamber of commerce and educational
institutions, which in the case of approval will connect
all important activities in our company. The project
will cover the following priority areas: stress at work,
burn-out at work, absenteeism, activities for higher
productivity, fluctuation, balancing professional career
and family life. Together with Ljubljana University
we will search for solutions for providing a friendlier
working environment.
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In accordance with the strategic policy in the IT area,
Sava Group companies have a standardised, centrally
managed and integrated information system available,
which provides a good basis for optimisation of
business processes within individual divisions. We
strive for efficient utilisation of information sources,
in terms of decreasing varied software solutions and
exchange of best practices within the Group. We
assure efficient use of assets by reducing the number
of suppliers, accomplishing synergies and establishing
the advantages of the economy of scale.

In 2009, which was marked by the global economy
recession, we put even more emphasis on intensity
in the search for and realisation of internal reserves.
In the informatics area, this reflected in an intensive
search for and implementation of optimum procedures
in the area of production planning in connection with
the sales and other areas. We revised the procedures
and information support in planning of the Print
programme.

We prepared information solutions to support an
efficient monitoring of local transportation within
Savatech’s premises. Information solution MIS-
Finance were renewed in terms of contents and

engineering, which now enables monitoring the
financial indicators of importance for the company
operation. We introduced solutions for monitoring
cash flows movement.

By introducing an improved technology of secondary
links we improved the stability of telecommunication
connection operation as one of the key factors for
the operation of the entire information system. We
introduced document solutions called e-contracts for
purchasing contracts.

We proceeded with improvements in the efficiency
of the IT — operation by introducing best practices
and employee motivation. In this framework there
are two major measures: systematic implementation
of internal checks in the field of informatics and
introduction of corrective measures.



In 2009, Savatech d.0.0. invested €2.6 million in
fixed assets. The table below shows a breakdown
of investments by programme of Savatech.

€in thousands

2,630
Mixing Plant 592
Conveyor Belts 106
Profiles 148
Print 1,390
Eko 158
Elastomers 37
Velo 180
Business Services 19

In the Mixing Plant, the mixer VIC215 was refitted
at the beginning of the year; it was invested in a
closed cooling water system for the mixing line M48.
Other investment funds were used for eliminating the
consequences of the fire in the Mixing Plant.

The major investment in the Conveyor Belts programme
was the realisation of a closed cooling water system.
Other investments included a purchase of a mould
for ribbed belt, purchase of a second-hand unit for
rewinding wrapper and minor investments in optimising
the operation of the existing equipment. The purpose
of the investment in the closed cooling water system
was a change from using water from the Sava river for
cooling the systems to a closed system. The costs for
consumed water decreased strongly. The investment
belongs to the set of goals, which aim at lowering
the environmental load.

Two important investments in the Profiles programme:
a closed cooling water system and a purchase of
cutting device for profiles on the Gerlach line.

In the Print programme we proceeded with investments
in the toluene regeneration project and erecting an
additional grinding line for offset printing blankets,
which resulted in a considerable decrease in the
consumption of solvents and gas, while the capacities
in the grinding process enhanced.

In the Eko programme we began activities in the
framework of the Production capacities expansion
project, which includes building a new production
facility in Ptuj. Construction works were carried out
and the manufacture of PVC products was relocated
from Kranj to Ptuj, which facilitates an expansion of
capacities at both locations.

In the Elastomers programme, which includes the
R&D Institute, we purchased a software upgrade for
the virtual development MARC.

In the Velo programme, we purchased the equipment for
tyre testing (wobble testing machine, device for measuring
static tyre uniformity). As part of the radial tyre development
project, a tyre building-up drum was purchased.

We purchased a 3D modelling software programme
for business services.

Other investment funds were used primarily for
improvements in working conditions and optimisation
of processes.
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We put our environmental awareness
in the forefront both in production
processes and developing new
solutions. Energy efficiency, low
emissions, environmentally-friendly
technology. We co-create a warm and
healthy bond with all stakeholders in
the environment.

For our common and
friendly future.
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Last year the focus was put on the development of
employees, on acquisition of additional knowledge
and qualifications in technology - engineering area
with special emphasis on the knowledge about rubber
manufacturing technology.

800
I 754
600
400

200

By upgrading employee competences, innovation and
motivation, we managed to keep the best employees,
which was a condition to assure a stable position in
these unfavourable economic circumstances.

804 842 847

708

2005

In 2009, the company Savatech d.o.0. employed 748
people on average; in comparison with 2008 there
were 115 employees less. In 2009, we employed 9
persons, while 124 employees left the company, which
made a 16.7% fluctuation. The average number of
employees on the basis of working hours amounted
to 722.

The average age of employees at Savatech amounted
to 43.2 years in 2009. The majority, or 43%, were
aged 41-50 years, 26% were aged 31-40 years, 24%
were aged 51-60 years.

61% of associates were included in the voluntary
additional pension scheme in 2009.

2006 2007 2008 2009

The average gross salary per employee totalled €1,350.
In comparison with last year the salary growth index
amounted to 103.2. Holiday allowance was paid, as
well as rewards for not being on a sick leave.

In 2009, the sick leave rate in Savatech increased
slightly, the reason being of a complex nature.
Besides the health condition and higher employee
age, numerous other factors from the local and a
wider social environment influenced this rate. We
organised preventive activities in the company such
as specific medical examinations, sports activities,
we encourage a healthy way of living, ensure an
optimum occupational safety and take care of career
development.



Model worker awards were presented to 170 associates,
thereby encouraging them to proceed with their
goof performance and results; 3 associates were
awarded the worker of the company title. In 2009,
7 associates from Savatech received an award for
courage (extraordinary award for fighting the fire).
119 associates from Savatech were presented
awards for their unselfishness (extraordinary award
for eliminating the consequences of the fire). In
accordance with the valid legislation we paid 46
rewards to people celebrating their work jubilee.
Career advancement were selective; 143 associates,
who were assigned to more demanding tasks, were
advanced.

In 2009, great emphasis was given to deepening and
expansion of knowledge in rubber manufacturing. We
established contact with foreign specialists in rubber
technology. Educational courses covered the field of
compounding (combining and mixing compounds),
construction of new tools for the manufacture of
profiles and related extruding, and benchmarking in
rubber processing industry. In 2010, we will further
develop the cooperation and upgrade it through
knowledge of new experts in rubber manufacturing
technology.

200
150
1st level - incomplete primary school
2nd evel - primary school
3 level - up to 2 years of vocational school 100

4t level - at least 3 years of vocational school =
5t level - secondary school
6t level - technical college*
7t level 50
a.) higher and
b.) university education
8t level - Master’s degree/specialisation
9t level - Doctor’s degree 0

We successful completed a pilot project Rubber
Knowledge — an innovative project of developing
educational programme for training trainers in rubber
manufacturing. Educational courses consisted of
15 two-hour modules, in which 15 specialists from
the company transferred their knowledge. In the
spring term, 20 employees completed educational
courses with success. The autumn group includes
30 employees, training will complete at the end of
January 2010.

In cooperation with the development departments of
individual programmes and the Quality and Reliability
Sector, we prepared a booklet Reasons and Measures
for Elimination of Mistakes to be used in all Savatech
programmes. At the beginning of 2010, we will organise
workshops to make employees in the manufacture
familiar with most frequent mistakes that occur at
their work. The booklet that will be distributed to all
workers will help them at their work.

In 2009, 41 associates had a contract for a part-time
study, 5 of them successfully completed their study,
in one case we agreed to terminate a contract, and 5
new contracts were made. We carried out 71 hours of
training per employee, investing a sum of €88,650.
In 2009, students carried out 3,854 hours of practice
in Savatech.

In 2010, we will enable some of our specialists
to study compounding and fabric in educational
institutions abroad.

177

117

37
28 36

T 2 3 4 5 6 7 8 9

level of education
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In 2009, 30% of assaciates at Savatech had primary
school education or less, which refers to the production
character of the company, 25% had vocational
education, 22 had secondary school education, 17%
of associates had higher or university education, 2%
had MSc or Phd.

Special attention was devoted to this field; we
build and cultivate open and trustworthy relations
with our employees. Concern for information and
communication is first of all the commitment of
managers and workers’ representatives.

An important source of information is weekly notice
boards, Informator with up-to-date news and bulletin
Savtek. For more than a year we use the intranet
Savanet as an excellent source of information, a tool for
internal communication, assisting employees at working
processes, exchange of internal information, electronic
cooperation. The intranet is the point of communication,
which complements and upgrades the flow of information
and provides support to business processes and improves
intradepartmental operation.

In 2009, workers" assemblies took place where
employees became familiar with the strategic policy,
business results, personnel reports and certain other
significant information.

The family-friendly company project helps in balancing
professional career and family life and runs for the
third year in succession. Sava Group associates are
very well familiar with it and they make use of its
benefits and activities quite often an additional day
off for first formers’ parents, recreation for employees
and their close family members, discount prices in
tourist facilities of the Sava Group, discount purchases
of products offered by our suppliers.

As the owner of the family-friendly company certificate
we have to obtain an evaluation of performed
activities in the framework of the project every year;
the evaluation is made by an authorised institution.
In 2009, we were subject to the second audit which
we successfully passed.



Care for employee health and safety at work in Savatech
requires from us to work in a preventive, planned and
responsible manner. Therefore we voluntarily decided
to introduce and certify a systematic approach to
occupational health and safety management according
to the international standard OHSAS 18001. Assuring
a safe and healthy work place is the first condition
for a success of every individual and a company,
actually it is one of the most important values in a
company.

Employee safety and health at work represent a lot more
than just decreasing costs of work. If safety and health
atwork are insured, then tidiness, satisfaction at work,
productivity, the feeling of social security, responsibility
and loyalty to a company, its goals and development as
well as general quality of work enhance. The frequency
of accidents, work-related injuries and health disorders
and their seriousness are the quantity criteria for making
comparisons and evaluating organisation and quality of
work. Work-related accidents with injuries are decreased
with a systematic preventive approach and a systematic
detection of dangerous occurrences.
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We devote much attention to regular training, raising
awareness and anticipation. Our occupational health
and safety policy is based on preventive approaches,
which involve all employees in order to develop a truly
good culture of risk prevention. The basic intention
of such training and informing is to up-date the

knowledge of occupational health and safety. We
wish to encourage the commitment of employees
for their own safety and care for their working and
living environment through special actions such as
March — A Month of Safety, and October — A Month
of Fire Safety.



We build and express our responsibility to the
social community where we operate and where
our employees live also through sponsoring and
donating. Our aspiration for a close cooperation with
the environment and the social community forms the
basic guidelines in this area.

We are aware of how important a healthy way
of living is for the success of every individual
and, consequently, a company. Therefore we have
earmarked a part of our support to the social community
to sports activities for many years. In 2009, we
sponsored recreation activities for employees and
certain sports associations.

Given the development character of the company,
we allocated funds to research work of an external
institution. A portion of funds for communicating with
the social environment, in which we operate and live,
was earmarked for humanitarian aid.

Responsible management of the environment, care
for health and safety at work and fire safety are an
indispensible element in the operation of every company.
We consistently carry out the policy of occupational
health and safety, and the environmental protection,
which demands commitment and personal responsibility
on the part of all employees. Achieving goals in the
area of the environmental protection, occupational
health and safety are considered the priority tasks of
the company. The indicators of achieving the set goals
reflect how successful the operations of a company or
individual organisational units are. Our operation is

based on the principles of sustainable development:
to meet the present needs without endangering the
needs of the future generations. Our development
goals are directed to achieving balanced economic,
ecological and social processes.

In the company Savatech d.o.o0. we strive for a
continual decrease in environmental impacts and we
regularly adapt our operations to the requirements
of the environmental legislation.

Our priority goals are as follows:

¢ Rational management with energy, raw materials
and natural resources

e Separate collection and recycling of waste in order
to decrease the quantity of landfilled waste

e Decrease in specific quantity of rubber waste

e Preventing environment pollution

e Substitution of hazardous substances of less
hazardous ones

¢ Employee education

We strive for that our suppliers and customers have
respect for the natural environment too.

In February 2009, we obtained the environmental
permit by the Agency of RS for the Environment,
issued on the basis of Article 68, Environmental
Protection Act, which confirms that our operation
is in conformity with the environmental legislation.
In the procedure it was established that Savatech
d.o.0. assures that measures for prevention of the
environmental pollution, waste and its disposal, the
efficient use of energy, prevention of accidents and
limiting their consequences are in compliance with
regulations.

Annual Report
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We regularly monitor environmental indicators and
introduce measures to decrease the impact of our
operations on the environment.

We monthly monitor the following environmental
indicators: consumption of energy, drinking and river
water, water and air pollution, occupation of space
with deposited waste, specific quantity of rubber
waste, use of hazardous substances and noise.

The programme of responsible handling, whose
member Savatech has been since 2002, is the Slovene
naming of Responsible Care, the international voluntary
initiative by the chemical industry - ICCA (International
Council of Chemical Assaciations), which was joined
by the chemical industry worldwide. The Responsible
Care programme is a commitment on the part of the
international chemical industry to continually improve
employee health and safety, minimise environmental
pollution and to act openly with regard to reporting
about these activities.

At Savatech, we regularly monitor the pollution level
of waste water at outlets from individual units. We
decrease the environmental impact of the waste
water by returning it into processes, in closed
cooling water systems and efficient operation of
internal waste treatment plants. We carry out regular
checks (monitoring) of waste water. In the company
Savatech, the quantity of waste water decreased in
2009, which was primarily due to the closing of an
open flow system for river water.

River water is pumped from the river Sava. The
consumed amount of river water does not have
any special impact on the water course of the river
Sava. By installing local independent cooling units
and cooling towers, the river water consumption
decreased significantly in 2009 too.

In 2009, we continued the project of decreasing the
consumption of drinking water. We systematically
detected leaks of drinking water in the network and
eliminate faults as they appeared. We regularly
monitored the consumption of drinking water and
promote a rational use. We significantly decreased
the specific consumption of drinking water per
manufactured quantity of products and per employee
number.

At Savatech, we regularly checked emissions to the
air in conformity with legal requirements. Most recent
measurements of emissions at all outlets were carried
out in November and December 2009. We report the
results to the Agency RS for the Environment.

For several years now, we have collected waste
separately according to thy type and properties of
waste. We take care of a safe and professional disposal
of waste. Before transporting it to the authorised
waste treatments organisation, the waste is weighed.
Non-hazardous industrial waste is deposited, wood,
metal, paper and plastic are recycled, whereas
hazardous waste and packaging of hazardous waste
are incinerated or left for processing.

Rubber waste is incinerated. After introducing a separate
waste collection in work and auxiliary spaces, and
raising employee awareness in the manufacture and
offices we considerably decreased the quantity and
specific quantity of deposited municipal waste.

Every three years we measure the noise levels
in conformity with legal requirements. Recent
measurements of noise at the entire location were
made in March 2008 and showed that noise levels
were not exceeded. In 2009, we installed in the Print
area a new cooling tower, adsorption, hot-oil system
and dust collector. Afterwards we carried out internal
measurements which showed that critical noise values
were exceeded. We began to introduce technical
measures to decrease these levels.

In 2009 we efficiently managed energy at Savatech,
thereby decreasing the specific use of electricity,
natural gas and compressed air in comparison to
the 2008 levels.



The traditional — 13" — meeting with neighbours of
the industrial complex Sava in December 2009 was
attended by 36 residents from Labore and Medetova
street. The meeting was organised by the companies
Savatech, Sava Tires and Veyance Technologies
Europe. The main topic of the meeting was to present
environmental indicators in companies. Furthermore,
we presented the development of new products in
the company Savatech. At the end, the participants
put some questions and gave initiatives in the
environmental protection area.

We carry out regular training drills and check the
qualifications of intervention teams for extraordinary
circumstances. That and preventive actions are an
important factor in decreasing risk of extraordinary
events. The qualification of intervention teams,
which was tested in September fire in the mixing
plants, showed as very good. With the aim to act
quickly, professionally and efficiently, we organised
in October and November 2009, practical drills for
handling portable fire extinguishers and measures
in the case of initial fires.
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Report

Innovative products and a variety

of programmes maintain our solid
position in hard times too. We produce
in the old continent. We are the leader
in the selected market niches, and

we have preserved customers in 90
countries worldwide.

We marked the world with the
industrial rubber products we
manufacture.

Present. Noteworthy.
Special.
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Balance sheet at 31/12/2009

€ in thousands

31/12/2009 31/12/2008
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ASSETS
I. INTANGIBLE FIXED ASSETS AND LONG-TERM DEFERRED COSTS AND ACCRUED REVENUES 2 2
1. Long-term industrial property rights 2 2
Il. TANGIBLE FIXED ASSETS 15,518 17,719
1. Land and buildings 0 0
2. Plant and machinery 14,403 14,701
3. Other equipment 545 665
4. Tangible fixed assets under construction 570 2413
a) Tangible fixed assets under construction and manufacture 422 1,984
b) Advances for tangible fixed assets 148 429
IIl. INVESTMENT PROPERTY 0 0
IV. LONG-TERM FINANCIAL INVESTMENTS 9 1
2. Long-term loans 9 "
a) Long-term loans to Group companies 0 0
b) Long-term loans to other entities 9 1
¢) Long-term called-up capital not paid in 0 0
V. LONG-TERM OPERATING RECEIVABLES 0 0
V1. DEFERRED TAX RECEIVABLES 279 506

somerass am o]

1. ASSETS (GROUPS FOR DISPOSAL) FOR SALE 0 0
II. INVENTORIES 8,969 12,687
1. Material 3,806 4,631
2. Work in progress 1,709 2,151
3. Products and merchandise 3,454 5,905
11l. SHORT-TERM FINANCIAL INVESTMENTS 10,879 4
1. Short-term financial investments except loans 0 0
2. Short-term loans 10,879 4
a) Short-term loans to Group companies 10,877 1
b) Short-term loans to other entities 2 3
IV. SHORT-TERM OPERATING RECEIVABLES 16,340 18,857
1. Short-term operating liabilities to Group companies 3,857 5,735
2. Short-term trade receivables 9,538 11,449
3. Short-term operating receivables to other entities 2,945 1,673
V. CASH 2,549 637
1. Cash on hand and on accounts 2,549 637

C. SHORT-TERM DEFERRED COSTS AND ACCRUED REVENUES mn




€ in thousands

| 322009 | 31/12/2008
LIABLITIES

o, )

|. CALLED-UP CAPITAL 217,267 217,267

1. Share capital 27,267 27,267

1. CAPITAL RESERVES 0 0

Ill. REVENUE RESERVES 185 116

1. Legal reserves 185 116

IV. REVALUATION RESERVE 0 0

V. RETAINED NET PROFIT OR LOSS FROM PREVIOUS PERIODS 2,213 1,922

VI. NET PROFIT OR LOSS FOR THE FINANCIAL YEAR 1,315 291
5 PROVSONS AND LOVG-TER ACGRUEDCOST D DEFRRED REVENUES ——————_1am_—_zam

1. Provisions for pensions and similar liabilities 1,546 1,662

2. Other provisions 0 1,200

3. Long-term accrued costs and deferred revenues 24 29

C: LONG-TERM LIABILITIES

|. LONG-TERM FINANCIAL LIABILITIES 0 80
1. Long-term financial liabilities to Group companies 0 0
2. Long-term financial liabilities to banks 0 80
Il. LONG-TERM OPERATING LIABILITIES 0 0
Ill. DEFERRED TAX LIABILITIES 0 0

D: SHORT-TERM LIABILITIES m 17,908

1. LIABILITIES INDLUDED IN GROUPS FOR DISPOSAL 0 0
Il. SHORT-TERM FINANCIAL LIABILITIES 11,780 8,456
1. Short-term financial liabilities to Group companies 0 0
2. Short-term financial liabilities to banks 11,780 8,263
3. Short-term liabilities arising from bonds 0 0
4. Other short-term financial liabilities 0 193
IIl. SHORT-TERM OPERATING LIABILITIES 9,283 9,452
1. Short-term operating liabilities to Group companies 524 936
2. Short-term trade payables 6,766 6,714
3. Short-term bills payables 0 0
4. Short-term operating liabilities arising from advances 84 99
5. Other short-term operating liabilities 1,909 1,703

E: SHORT-TERM ACCRUED COSTS AND DEFERRED REVENUES mn
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Income statement for the period January - December 2009

€in thousands

1. NET SALES REVENUES
a) Revenues in domestic market
To companies in the Group
To associates
To other entities
b) Revenues in foreign market
To companies in the Group
To associates
To other entities
2. CHANGE IN THE VALUE OF INVENTORIES OF PRODUCTS AND WORK IN PROGRESS
3. CAPITALISED OWN PRODUCTS AND SERVICES
4. OTHER OPERATING REVENUES (with operating revenues from revaluating)
5. COSTS OF MERCHANDISE, MATERIALS AND SERVICES
a) Cost of merchandise and material sold and cost of material used
b) Cost of services
. LABOUR COSTS

(=]

a) Salaries and wages

b) Social security cost (pension insurance cost shown separately)
- Social security cost
- Pension insurance cost

c) Other labour cost

. AMORTISATION AND DEPRECIATION EXPENSE, WRITE-OFFS

~

a) Amortisation
b) Operating expenses from revaluation of intangible and tangible fixed assets
c) Operating expenses from revaluation of current assets

. OTHER OPERATING EXPENSES

10. FINANCIAL REVENUES FROM SHARES
11. FINANCIAL REVENUES FROM GRANTED LOANS
a) Financial revenues from loans granted to Group companies
b) Financial revenues from loans granted to other entities
12. FINANCIAL REVENUES FROM OPERATING RECEIVABLES
a) Financial revenues from operating receivables due from Group companies
b) Financial revenues from operating receivables due from other entities
13. FINANCIAL EXPENSES FROM IMPAIRMENT AND WRITE-OFFS IN FINANCIAL INVESTMENTS
14. FINANCIAL EXPENSES FROM FINANCIAL LIABILITIES
b) Financial expenses from borrowings obtained from banks
15. FINANCIAL EXPENSES FROM OPERATING LIABILITIES
a) Financial expenses from operating liabilities due to Group companies
b) Financial expenses from trade payables and bill payables
c) Financial expenses from othe operating liabilities
16. OTHER REVENUES
17. OTHER EXPENSES
18. TAX ON PROFIT
19. DEFERRED TAXES

The calculation of the accumulated profit is on page 58 of this report.

13,186
18,089
2,052

0
16,037
55,097
13,179
0
41,918
-2,354
0

1,353
-51,469
-38,474
-12,995
-17,063
-12,357
-2,253
-899
-1,354
-2,453
-5,104
-3,385
-1,203
-516
-306

309
226

83
396
159
237

-567
-567
-386
-105

96,202
26,258
2,584

0
23,674
69,944
19,603
0
50,341
1122
0

338
-13,040
-59,289
-13,751
-19,147
-13,620
-2,552
-1,023
-1,529
-2,975
-3,524
-3,479
-8

-37
-402

39
13
26
350
152
198

-1,062
-1,062
-517
-313



Cash flow statement for the period January-December 2009
€ in thousands

JAN-DEC 2009 | JAN-DEC 2008

A. Cash flows from operating activities

a) Net profit for the financial year 1,384 306
Pre-tax profit 1,706 342
Profit tax and other taxes -322 -36 ied
b) Adjustments for: 4,842 4,492 s
Depreciation (+) 3,385 3.479 Q.
Operating revenues from revaluation related to items of investing activity and financing -4 -8 g
Operating expenses from revaluation related to items of investing activity and financing 1,203 8 —
Financial revenues excluding financial revenues from operating receivables -309 -39 .E
Financial expenses excluding financial expenses from operating liablilities 567 1,052 g
c) Change in net current assets (and accruals, deferrals, provisions and deferred tax receivables adn “
liabilities) of balance sheet items 5871 -3,326 <
Opening minus closing operating receivables 2,517 845 E
Opening minus closing deferred costs and accrued revenues -25 1
Opening minus closing deferred tax receivables 221 36
Opening minus closing inventories 3,718 -1,226
Closing minus opening operating liabilities -188 -3,023
Closing minus opening accrued costs and deferred revenues and provisions -372 41
Closing minus opening tax liabilities 0 0

d) Surplus in inflows from operating activities or surplus of outflows from operating activities

B. Cash flows from investing activities

a) Inflows from investing activities 26,539 37,403
Revenues from received interests and shares in profit -14 39
Revenues form disposal of tangible fixed assets 26 8
Revenues from disposal of short-term financial investments 26,527 37,356

b) Outflows from investing activities -39,749 -39,780
Expenses for purchase of tangible fixed assets -2,349 -3,646
Expenses for purchase of short-term financial investments -37,400 -36,134

c) Surplus in inflows from investing activities or surplus in outflows from investing activities

C. Cash flows financing activities

a) Inflows from financing activities 20,106 19,613
Revenues from increase in short-term financial liabilities 20,106 19,613
b) Outflows from financing activities -17,087 -19,243
Expenses for interests related to financing -548 -326
Expenses for repayment of long-term financial liabilities -193 513
Expenses for repayment of short-term financial liabilities -16,346 -18,404

c) Surplus in inflows from financing activities or surplus in expenses from financing activities

D. Cash and cash equivalent at end of period

a) Netincrease in cash and cash equivalents 1,912 -535

b) Cash and cash equivalents at beginning of period 637 1,172
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Statement of changes in equity for the period from 31/12/2008 to 31/12/2009

€in thousands

Called-up Revenue | profit or loss from loss for the
capital reserves | previous periods financial year

I M | v | VI |

Retained net | Net profit for the
Share capital Legal reserves profit financial year Capital total

Retained net Net profit or

| ] ll/1 \ | VI/1
A. Balance at 31/12/2008 21,267 1922 29,59

B Transtor 0 cquity --_mm

e) Entry of net profit or loss for the financial year 1.384 1,384

g) Other allocations within capital items

D Transtr rom et -‘_-‘

E. Balance at 31/12/2009 21,267 \ 185 \ 2213 \ 1,315 \ 30,980

Statement of changes in equity for the period from 31/12/2007 to 31/12/2008

€in thousands

Retained net Net profit or
Called-up Revenue | profit or loss from loss for the
capital reserves previous periods financial year

Retained net | Net proflt for the
Share capital Legal reserves profit financial year Capital total
I T _ I

A. Balance at 31/12/2007 25,070 1,922 27,093

B. Transtr o equity m--mm

e) Entry of net profit or loss for the financial year

g) Other increases in capital 2,197 2,197

C. Transtr withinoquiy -mmm-

g) Other allocations within capital items 1,922 -1,937

Calculation of the accumulated profit

€in thousands

‘ N-DECZDOS‘ JAN-DEC 2008

NET PROFIT OR LOSS FOR THE FINANCIAL YEAR 1,384 m

Retained net profit/loss at 01/01 2,213 1,922
Decrease due to payment of dividends / stakes 0 0
Decrease / reversal of capital reserves 0 0
Decrease (reversal) of revenue reserves 0 0
Increase (additional allocation) to revenue reserves -69 =1
Other changes 0 0

Accumulated profit / accumulated loss



2.1.
Basis for drawing the
financial statements

2.1.1.
Statement of compliance

The financial statements have been prepared in
accordance with Slovene Accounting Standards
2006, which had been issued by the Slovene
Institute of Auditors.

The company management approved the financial
statements on 12 February 2010.

2.1.2.
Functional currency

The financial statements are presented in the euro
currency, which as of 1 January 2007 has been the
functional currency of the company. All financial
information in this report is presented in euro,
rounded to thousand units. Due to rounding minor
differences can appear at summing up.

2.1.3.
Changes in accounting policies

Changes appeared in accounting policies in relation
to adding interests to cost value of intangible assets
and to value of tangible fixed assets until their putting
inuse. In 2009, there were no such effects.

In 2009, the accounting policies of the company
did not change.

2.1.4.
Foreign currency transactions

Transactions in foreign currencies are translated to
the functional currency at the reference exchange
rate of the European Central Bank ruling at the
transaction date.

Monetary assets and liabilities denominated in foreign
currencies at the balance sheet date are translated
to the functional currency at the reference exchange
rate of the European Central Bank ruling at last day
of the accounting period. Foreign exchange gains/
losses present differences between the repayment
value in functional currency at the beginning of the
period adjusted by the amount of effective interest
and payments during the period and the repayment
value in foreign currency calculated at the reference
exchange rate of ECB at the period end.

Non-monetary assets and liabilities denominated
in foreign currencies that are stated at original
fair value in foreign currency are translated to
functional currency at the reference exchange
rate of the European Central Bank ruling at the
transaction date. Foreign exchange losses/gains
are recognised in the income statement

2.2.
Significant accounting
policiests

2.21.
Intangible assets

The company uses cost model in evaluating
intangible assets. Intangible fixed assets have their
useful lives defined. They are measured at cost less
depreciation adjustment and accumulated losses
due to impairment.

Cost also includes import and non-refundable
purchasing taxes, and interest from loans for
acquisition of an intangible asset until it is put
in use.
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2.2.2.
Tangible fixed assets

Company uses cost model for evaluation of tangible
fixed assets. Tangible fixed assets are measured at
cost less depreciation adjustment and accumulated
loss due to impairment.

Atinitial recognition a tangible fixed asset is valued at
cost. The cost includes its purchase expense, import
and non-refundable purchasing taxes and expenses
which can be attributed directly to its placement in
service for the intended use, especially expenses
for its transport and installation and estimated cost
of its dismantling, removal and restoration.
Costs are increased by interest on loans for
acquiring a tangible fixed asset until it is put in
service for use.

Those parts of tangible fixed assets that have
different useful lives are calculated as individual
fixed assets.

Donations and government grants for acquisition
of tangible fixed assets are not deducted from their
costvalue, instead provisions are formed which are
used in proportion to the accounted for depreciation
for the acquired tangible fixed assets

2.2.3.
Subsequent expenditures in
connection with tangible fixed assets

Subsequent expenditures in connection with a
tangible fixed asset increase its cost value if the
future economic benefits embodied in the assets
are higher than originally estimated.

Repairs of or maintaining tangible fixed assets
are intended for renewing or preserving the future
economic benefits expected on the basis of the
originally estimated level of asset efficiency. They
are recognised as expenses as incurred.

2.2.4.
Depreciation

The carrying amount of a tangible fixed asset,
intangible fixed asset and investment property is
decreased through depreciation.

We use the method of depreciation on a straight-
line basis considering thereby the useful life of an
asset. Land is not depreciated. The remaining value
of a tangible fixed asset is not assessed.
Intangible fixed asset and tangible fixed asset start
to be depreciated on the first day of the next month
when it is available for use.

The depreciation rates are based on the useful lives of the assets and amount to:

1 T ]

Intangible assets
Plant and machinery

Other equipment

2.2.5.

Impairment of intangible assets,
tangible fixed assets and investment
property

Once a year the company examines the remaining
carrying amount of intangible assets and tangible
assets in order to ascertain whether they are
impaired. If they are impaired, the recoverable
value of the asset is estimated.

Impairment of assets or cash-generating items is
recognised when its carrying amount exceeds its
recoverable value. A cash-generating unit is the
smallest group of assets which generates financial

10,0 10,0
from 5.0 t0 33.3 from 5.0 t0 33.3
from 10.0 to 50.0 from 10.0 to 50.0

inflows that to a great extent do not depend on
financial inflows from other assets or groups of
assets. Impairment is stated in the income statement.
Loss recognised in a cash-generating unit arising
from an impairment is allocated to other assets of
the unit (group of units) in proportion to the carrying
amount of each item in the group.

The recoverable amount of an asset or a cash-
generating unit is the greater of their fair values
in use or fair value less selling costs. 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.

2.2.6.
Financial investments

In the balance sheet financial investments are
stated as long- and short-term financial investments.
Long-term financial investments are those which
are in possession for more than one year, and are
not held for trading.

Approved loans are initially assessed at cost which
equals the paid amount of cash. Approved loans
are shown at repayment value.

2.2.7.
Inventories

The quantity unit of inventories in material and
merchandise Is Initially recognised at cost price,
which consists of purchase price, import and other
non-refundable purchase taxes and direct costs of
purchase.

The quantity unit of a product or work in process
is initially recognised at manufacturing cost. The
purchase value of the quantity unit of work in process
and products does not include interest from received
loans used to finance such inventories.

Company uses the method of weighted average
pricing for evaluating the consumption of raw
materials.

Direct manufacturing costs include cost of manufacturing
material (a product of average weighted prices for
raw materials and quantities according to the valid
bill of material) and general variable and fix cost (a
product of planned price of operations and quantities
according to the valid work plan). General variable
and fix costs of manufacturing are cost planned
at the manufacturing cost centres. They include
cost of auxiliary materials, energy, manufacturing
services, spare parts, maintenance cost, labour
cost, depreciation cost and facility rental. In the
calculation of a semi product and product the cost of
manufacturing overhead is computed as an addition
to variable manufacturing costs. The addition is
computed as a planned percentage.

If the carrying amount, including the one at last known
actual cost prices exceed their net saleable value,
it should be written off up to the net saleable value.
Net saleable value is ascertained once a year.

2.2.8.
Receivables

At their initial recognition the receivables of all
types are shown in the amounts that arise from the
corresponding documents on condition that they
will be paid. The original receivables can later be
increased, or irrespective of payment or any other
settlement, decreased by every amount, which is
proven by an agreement.

The advances in the balance sheet are shown in

relation with things they refer to.

Receivables, which are assumed not be settled within

the due term and in the total amount, respectively,

are considered doubtful and, if a court procedure
has already begun, disputable.

The revaluation adjustments in receivables are

formed as follows:

* a 100 per cent adjustment in all sued receivables
and receivables filed in a bankruptcy proceeding
and obligatory enforcement proceeding; and

* a 100 per cent adjustment for receivables which
according to the best professional judgement
are doubtful and there is a reasonable doubt
about the outcome of a possible law suit due to
customer insolvency.

2.2.9.
Cash and cash equivalents

Cash and cash equivalents comprise cash balances in
hand and on transaction accounts. The company has
not an approved overdraft limit on its accounts.

2.2.10.
Capital

The total capital comprises called-up capital, revenue
reserves, retained net profit or loss from previous
periods and net profit/loss for the financial year.

2.2.11.
Long-term provisions

Provisions are recognised if companies due to a past
event have legal or indirect liabilities that can be
reliably estimated and it is likely that to settle the
liability an outflow of assets which assure economic
benefits will be required. The amount of provision
is defined by discounting the expected future cash
flows using a pre-tax discount rate that reflects
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current market assessments of the time value of
money and the risks specific to the liability.
Inaccordance with the legal regulations, collective
agreement and internal book of rules the company is
obliged to pay employee jubilee benefits and retirement
amounts, for which it forms long-term provisions.
There are no other retirement liabilities.
Provisions are formed in the amount of the future
estimated payments for retirement amounts and
jubilee benefits discounted on the balance sheet
date. The actuary calculation was made on 31
December 2009 and it considered as follows: the
cost of retirement severance amount and jubilee
benefits in accordance with provisions in collective
and managerial work contracts, the anticipated 3.5%
annual growth in salaries, severance retirement
amounts and jubilee benefits, employee fluctuation,
selected discount interest rate amounts to 5.4%
p.a. and represents a 10-year yield of corporate
bonds with a high rating in euro region.
Government grants are recognised in financial
statements as deferred revenue when received
and there is a reasonable assurance that it will
be received and that the conditions attaching to it
will be met. Grants that compensate for expenses
incurred are recognised as revenue on a systematic
basis in the same periods in which the expenses
are incurred. Grants that compensate are strictly
recognised in the income statement as other
operating income on a systematic basis over the
useful life of the asset.

2.212.
Liabilities

Liabilities are either financial or operating, short-
term or long-term.

All liabilities are initially recognised with the amounts
arising from the corresponding documents about
their appearance, which prove the receipt of cash
or redemption of any operating liability.
Long-term liabilities are further increased by imputed
interests or decreased by repaid amounts and any
other settlements, agreed upon with a creditor. The
book value of long-term liabilities equals their original
value decreased by repayment of the principal and
transfers under short-term liabilities until the need
for a revaluation adjustment of long-term debts
appears.

The book value of short-term liabilities equals their
original value adjusted by their increases or decreases
as agreed upon with the creditors until the need
for their revaluation adjustment appears.
Short-term and long-term liabilities of all kinds are
initially shown with the amounts which arise from
the corresponding documents on condition that the
creditors request their repayment. The liabilities are
later increased with imputed yields (interests, other
compensations), about which an agreement is made
with the creditor. Liabilities are decreased by repaid
amounts and any other settlements in agreement
with the creditor.

When measuring long-term liabilities the company
follows the policy that the interest rate being agreed
upon does not considerably differ from the effective
interest rate if the difference is not more than one
percentage point.

2.2.13.
Short-term accruals and deferrals

Short-term accruals and deferrals include receivables
and other assets and liabilities that are anticipated
to appear within a year and whose appearance
is probable and their size reliably estimated.
Receivables and liabilities relate to the known
and not yet known legal entities or natural persons
towards whom actual receivables and debts will
then appear, while assets include products and
services to their debit.

Deferred costs and accrued revenues include short-
term accrued revenues and short-term deferred
costs. Accrued costs and deferred revenues include
short-term deferred revenues and short-term
accrued cost.

2.2.14.
Recognition of revenues

Revenues are recognised if the enhancement of
economic benefits in the accounting period is
connected with an increase in an asset or decrease
in a liability and such an increase could be reliably
measured. Revenues are recognised when it is
legitimate to expect they will result in earnings
if these were not already implemented at their
appearance.



Operating revenues

Revenue from goods sold is recognised at fair
value of received payment or receivable less
paybacks and discounts, rebates for further sale
and quantity discounts. Revenue is shown when
the buyer has assumed all significant risk and
rewards of ownership and there exists a certainty
regarding the recovery of the consideration due,
associated costs or the possible return of goods
or products and when the Group ceases to make
further decisions about sold products.

Revenues from received subsidies or endowments
are measured in amounts that are approved for
this purpose.

Operating revenues from revaluation arise upon
the disposal of tangible fixed assets, intangible
fixed assets and investment property as surpluses
of their selling value over their carrying amount
and the elimination of previously impaired current
assets.

Financial revenues

Financial revenues include interest revenues from
investments, and foreign exchange rate gains.
Interest revenues are recognised as they arise by
using an effective interest rate method.

Other revenues

Other revenues consist of extraordinary items. They
appear in actually incurred amounts.

2.2.15.
Recognition of expenses

Expenses are recognised if a decrease in economic
benefits in the accounting period is connected with
a decrease in assets or an increase in liabilities and
this decrease could be reliably measured.

Operating expenses

Operating expenses are recognised when the
material is used and service provided, respectively,
in the period, to which they relate.

Operating expenses from revaluation arise in connection
with tangible fixed assets, intangible fixed assets
and current assets due to their impairment.

Financial expenses

Financial expenses include expenses for interest
and foreign exchange rate losses, losses due to
impairments of financial assets which are recognised
in the income statement. The cost of lending is
shown in the income statements according to the
effective rate method, excluding those which are
included under intangible and tangible assets under
construction and in preparation, respectively.

Other expenses

Other expenses consist of extraordinary items. They
appear in actually incurred amounts.

2.2.16.
Income tax and deferred tax

Income tax on the profit or loss for the year comprises
current and deferred tax. Income tax is recognised
in the income statement except to the extent that
it relates to items recognised directly in equity, in
which case it is recognised in equity.

Current tax is the expected tax payable on the
taxable income for the year, using tax rates enacted
or substantially enacted at the balance sheet date,
and any adjustment to tax payable in respect of
previous years.

Deferred tax is provided using the balance sheet
liability method, providing for temporary differences
between the carrying amounts of assets and
liabilities for financial reporting purposes and the
amounts used for taxation purposes. The amount
of deferred tax provided is based on the expected
manner of realisation or settlement of the carrying
amount of assets and liabilities, using tax rates
enacted or substantively enacted at the balance
sheet date.

A deferred tax asset is recognised only to the extent
that it is probable that future taxable profits will be
available against which the asset can be utilised.
Deferred tax assets are reduced to the extent that
it is no longer probable that the related tax benefit
will be realised.
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2.217.
Segment reporting

The company has not defined either business or
geographical segments.

2.2.18.
Criteria of importance for disclosures

The company states the accounting policies at least
for the assets and liabilities whose value exceeds
10 per cent of the value and liabilities, respectively,
at the balance sheet date.

The company discloses an individual asset and
debt, respectively, at least when it exceeds 10 per
cent of the balance sheet total. Lower amounts are
disclosed when the company evaluates them of
importance for a fair view of its business.

2.2.19.
Drawing up cash flow statement

The cash flow statement has been prepared in
accordance with SAS 26 - variant Il. It has been
prepared by considering the data from the income
statement for the period January-December 2009
(for the past period 2008), the balance sheet data
as at 31/12/2009 and 31/12/2008 (for the past
data 31/12/2008 and 31/12/2007), and other
required data.

2.3.
Financial risk management

Below we explain the various financial risks
that company is exposed to, the goals, policies
and processes for measuring and managing this
exposure.

2.31.
Credit risk

This involves the risk that a customer engaged in an
agreement on a financial instrument will not meet
its obligations, thus causing the company to make
aloss.

Credit risk is directly connected with commercial
risk and presents a danger that trade receivables
or receivables due from other business partners
will be settled with a delay or not at all. For this

purpose we devote special attention to customer
solvency. To decrease exposure to this risk we
make use of the customer rating system, ongoing
compensations and supervision over bad payers.
Trade receivables are insured with SID — Prva
Kreditna Zavarovalnica d.d. in Ljubljana.

2.3.2.
Solvency risk

This involves the risk that a company may encounter
difficulties in raising financial assets to meet its
financial obligations. In the Sava Group, a standard
financial policy and centralised management
with financial assets have been established; cash
flows are daily balanced within the Sava Group.
The company does not use derivative financial
instruments. Occasional deficits in assets are covered
also outside of the system. The solvency risk in the
company Savatech d.0.0. is increasing due to the
impacts of the financial and economic crisis.

2.3.3.
Interest rate risk

This involves the risk that the value of a financial
instrument will fluctuate due to changes in market
interest rates. At the level of the Sava Group we
have defined a standard approach for all companies
with banks and a standard interest rate policy
within the Group. In the Group, interest rate swaps
offered by banks are used. The company does
not use derivative financial instruments. Interest
rate risk is indirectly reduced through continual
improvements in managing current assets, thus
reducing indebtedness.

2.3.4.
Foreign currency risk

This involves the risk that the value of financial
instruments will fluctuate due to changes in foreign
currency exchange rates. Due to its geographically
diversified operations the company is exposed to
fluctuations in foreign exchange rates, particularly
of foreign currency pairs such as €/USD, €/GBP and
€/PLN. In 2009, we had the longest net position in
American dollars. The exposure to the American
dollar decreased through internal protection methods,
I.e. balancing sales and purchasing.



2.4.

Notes to the individual
items in the financial
statements

2.4.1.
Intangible fixed assets and long-term deferred costs and accrued revenues

Movement of intangible fixed assets

€ in thousands

Property rights

Investments in acquired industrial property rights

COST VALUE and other rights

Balance at 31/12/2008 9

Balance at 31/12/2009 9
coumuueobesReTOn ]

Balance at 31/12/2008 -7

Balance at 31/12/2009 -7
Ceanavivg auounT

Balance at 31/12/2008 2

Balance at 31/12/2009 2

2.4.2.

Tangible fixed assets

Movement of tangible fixed assets
€in thousands

Tangible fixed Advances for

Plant and assets under tangible fixed

COST VALUE machinery |  Other equipment construction assets
Balance at 31/12/2008 27,048 1,945 1,984 429 31,406
Increases, purchases 2,128 81 VAl 0 2,630
Increases in advances 0 0 0 619 619
Decrease in advances 0 0 0 -900 -900
Capitalisation 1,983 0 -1,983 0 0
Transfers -1 " 0 0 0
Decreases -165 -1 0 0 -176
Write-offs 177 -9 0 0 -186
Impariment 1,772 0 0 0 1,772
Balance at 31/12/2009 29,034 2,017 31,621

L S
Balance at 31/12/2008 -12,347 -1,280 0 0 -13,627
Transfers 2 -2 0 0 0
Decreases 150 4 0 0 154
Write-offs 159 8 0 0 167
Impariment 588 0 0 0 588
Depreciation -3,183 -202 0 0 -3,385
Balance at 31/12/2009 -14,631 -1,472 0 0 -16,103
T T 0 S S s

Balance at 31/12/2008 14,701 1,984 12,719

Balance at 31/12/2009 14,403 545 422 148 15,518
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2.4.3.
Long-term financial investments

Movement of long-term financial investments

€ in thousands

Long-term loans

Long-term loans Total long-term

to other entities financial investments

Balance at 31/12/2008
Transfers

Balance at 31/12/2009

1 "
-2 -2
9 9

Balance at 31/12/2008

Balance at 31/12/2009

0 0
0 0

Balance at 31/12/2008
Balance at 31/12/2009

24.4.
Deferred tax receivables

Movement of deferred tax receivables

" "
9 9

€ in thousands

2009 2008

Balance at 01/01
Decrease in receivables for provisions for retirement severance pay

Other changes

506 542
-38 217
-189 89

2.4.5.
Inventories

Inventories by type are evident from the balance
sheet. The item B/II/3 product and merchandise is
further broken down in:

e Finished products €3,063,000

* Merchandise €391,000

At the end of the year, the company compared the
carrying amount with the net saleable value of
inventories, and eliminated the impairment in the
amount of €29,000.

Due to the unsalable goods the company carried
out an impairment in the amount of €369,000.

2.4.6.
Short-term financial investments

Short-term financial investments include short-term
loans to the company Sava d.d. in the amount of
€6.877,000 at interest rate of 1.25% - 6%, and to
company Terme Ptuj in the amount of €4,000,000 at
interest rate of 6%. The remaining value represents a
transfer of a long-term loan, which falls due in 2010.

2.4.7.
Short-term operating receivables

The company has receivables insured with Slovene
Export Company in the amount of 59.2% of total
sales revenues. Receivables due from the Sava
Group in Slovenia are not insured, as well as
receivables due from companies, with which mutual
compensations.



Short-term operating receivables by maturity

€ in thousands

31/12/2009

1V) Short-term operating receivables
1. Short-term operating receivables due from Group companies
2. Short-term trade receivables

3. Short-term operating receivables due from other entities

16,340 1,982 14,358
3,857 349 3,508
9,538 1,633 7,905
2,945 0 2,945

Movement of value adjustments in short-term operating receivables

€ in thousands

2009 2008

Balance at 01/01
Increase in revaluation adjustment (+)

Decrease in revaluation adjustment (-)

25 83
126 36
-38 -94

2.4.8.
Capital

The capital was increased by legal reserves in
the amount of €69,000 and a net profit totalling

2.4.9.

€1,315,000. In total, legal reserves amount to
€185,000.

Provisions and long-term accrued costs and deferred revenues

Movemnet of provisions and long-term accrued costs and deferred revenues

€ in thousands

Provisions from retirements Long-term accrued costs
and similar liabilities Other provisions and deferred revenues Total

Balance of long-term provisons 1,662
Newly formed provisions 0
Reversal of provisions -45

Drawing of provisions

1,200 2,891
0 0 0
-1,200 0 -1,245

A reversal of provisions in the amount of €1,200,000
refers to a lawsuit. In December an agreement was
signed at Kranj District Court about withdrawing
the lawsuit. Based on the report by the authorised
actuary the company reversed provisions for
retirement amounts and jubilee bonuses in the
amount of €45,000.

2.410.
Short-term liabilities

Short-term liabilities include a loan in the amount of
€11,780,000 approved by domestic banks. Interest
rate amounts from 5to 6%. The loan is insured with
bills of exchange. Short-term operating liabilities
mainly represent trade payables to suppliers. 5.08%
trade payables have already fallen due.
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2.411.
Short-term accrued costs and
deferred revenues

Short-term accrued costs and deferred revenues
include accrued costs for not utilised holidays of
employees for 2009 in the amount of €308,000,
accrued costs for a fire in the Mixing Plant, which
will be realised in 2010 in the amount of €670,000,
and other accrued costs in the amount of €21,000.
The majority of the accrued costs are due to the
fire in the Mixing Plant.

Fair values of financial instruments

31/12/2009

0 0 0 0

Securities available for sale

Long-term receivables 0
Short-term receivables 16,340
Approved loans 10,879
Cash and cash equivalents 2,549
Long-term loans 0
Short-term loans 11,780
Short-term operating liabilities 9,283
2.4.13.

Net sales revenues

Survey of net sales revenues

2.4.12.
Estimating fair values

Interest-bearing loans and borrowings

The fair value is estimated as a discounted value
of expected cash flows from the principal and the
interest, whereby the effective interest rate equals
the contracting interest rate, which is variable.

Short-term receivables and liabilities
For receivables and liabilities with a remaining life

of less than one year, the notional value is deemed
to reflect the fair value.

€ in thousands

31/12/2008

0 0 0
16,340 18,857 18,857
10,879 4 4

2,549 637 637

0 80 80

11,780 8,456 8,456
9,283 9,452 9,384

€ in thousands

Net sales revenues from sold products
Net sales revenues from sold services
Net sales revenues from rents

Net sales revenues from sold merchandise

2.4.14.
Other operating revenues (with
operating revenues from revaluation)

Other operating revenues include a reversal of provisions due
to the agreement about withdrawing a lawsuit in the amount
of €1,200,000, reversal of provisions according to the actuary
calculation in the amount of €45,000, use of provisions on

69,589 89,316
1,476 2,305
0 0
2,121 4,581

account of fixed assets in the amount of €5,000.

The remaining part of other operating revenues
includes revenues from subsidies in the amount of
€87,000, revenues from the sale of a fixed assets in
the amount of €4,000, revenues from a reversal of
adjustment in receivables in the amount of €4,000,
and other revenues in the amount of €8,000.



2.4.15.
Costs by functional group

Survey of costs by functional group

€ in thousands

2009 2008

Manufacturing costs of sold products
Selling costs

Overheads

2.4.16.
Costs of goods, material and services

64,988 84,742
6,668 5,800
4,640 4,449

Survey of costs of goods, material and services by type

€ in thousands

Cost of merchandise sold

Cost of material

Cost of transportation services

Cost of maintenance

Cost of rent

Compensation to employee expenses

Cost of payment transactions, bank services and insurance premiums
Cost of intellectual and personal services

Cost of trade fairs, advertising and office allowance

Cost of other services

2.417.
Labour costs

In comparison with last year, labour costs decreased
by 10.9% on average. The company showed
computed premiums for voluntary additional pension
insurance in the amount of €245,000, provisions for
additional payments in accordance with managerial
work contracts in gross amount of €287,000, and
provisions for not utilised holidays in the amount
of €308,000.

2.4.18.
Amortisation and depreciation
expense, write-offs

The cost of write-offs totalling €5,104,000 represented
the cost of depreciation in the amount of €3,385,000,
impairment of tangible fixed asset in the amount
of €1,184,000, impairments of inventories in the

4,438 8,677
34,037 50,613
2,287 3,032
2,592 1,672
3,002 3,110
399 466
392 412
523 741
354 691
3,445 3,626

amount of €389,000, impairments of receivables in
the amount of €127,000 and expenses at the sale
of tangible fixed assets in the amount of €19,000.
The prevailing part of costs is due to the fire in the
Mixing Plant.

2.4.19.
Other operating expenses

Other operating expenses in the amount of
€306,000 include paid contribution for urban land
and environmental levies.

2.4.20.
Financial revenues from interest-
bearing loans

Financial revenues from loans in the amount of
€309,000 include charged interest on loans in the
amount of €227,000, interest from a vista funds at
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banks in the amount of €23,000, and exchange rate
gains/losses from repayment of a foreign currency
loan in the amount of €59,000.

2.4.21.
Financal revenues from operating
receivables

Financial revenues from operating receivables in
the amount of €396,000 are exchange rate gains/
losses to customers.

2.4.22.
Financial expenses from financial
liabilities

Financial expenses from financial liabilities in the
amount of €567,000 represent interest expenses
from obtained loans.

2.4.25.
Corporate income tax

COMPARISON BETWEEN THE ACTUAL AND THE CALCULATED TAX RATE

Pre-tax profit

Tax on profit applying the official rate

Effect by tax rates in other countries (+)(-)

Amounts having negative impact on tax base

- Amount from revenue increase to the level of tax-deductible revenue
- Amount from expense decrease to the level of tax-deductible expense
- Amount of expenses for which tax was deducted

- Possible other amounts having impact on tax rate increase

2.4.23.
Financial expenses from operating
liabilities

Financial expenses from operating liabilities in the
amount of €386,000 include exchange rate gains/
losses from receivables and debts.

2.4.24.
Other revenues and other expenses

Other revenues include received compensations

from insurance companies; other expenses include
expenses for paid fines and compensations.

€in thousands

1,706 342

21% 358 22% 75
0 0

525 543

0 0

525 543

0 0

Amount having positive effect on tax base (+)(-)
- Amount from revenue decrease to the level of tax-deductible revenues
- Amount from expense increase to the level of tax-deductible expenses

- Possible other amounts impacting tax rate decrease
(e.g. amount of revenues for which tax was already deducted)

1,020
904 37
116 45

Changed tax base due to transaction to a new accounting method
resulting from changes in accounting policy

Tax benefits

- Applied, having effect on tax liability decrease
- Remaining, to be utilised in the following years
Tax loss

- Applied, having effect on tax liability decrease
- Remaining, to be utilised in the following years

Adjusments for previous years

759 803
0 0
0 0
0 0

Increase/decrease in deferred tax

TAX IN THE INCOME STATEMENT

18.9% 322 10.5% 36



In 2009, the company generated a pre-tax profit of tax amounts t0 5.6%. The effective tax rate with
€1,706,000. The calculated tax liability amounts to deferred tax amounts to 18.9%.
€95,000. The effective tax rate without deferred

2.4.26.
Survey of receivables and liabilities for deferred tax

€ in thousands

Intagible long-term assets 0 0 0
Tangible fixed assets 0 0 0
Financial investments 0 0 0
Inventories 0 0 0
Operating receivables 0 0 0
Provisions 279 0 -279
Change due to changed tax rate 0 0 0
Other 0
S T TR )
Other disclosures
2.5.1.
Contingencies
31/12/2009 Structure 31/12/2008 Structure INDEX
€ in thousands 2009 € in thousands 2008 2009/2008
Issued guarantees 100.0% 100.0%
Contingent liabilities arising from lawsuits 0 0.0% 0 0.0% 0
Other 0.0% 0.0%
L i s g sy
The company shows a contingent liability from well-executed long-term guarantees of payment.
approved customs guarantees, guarantees for All are insured with bills of exchange.
2.5.2.
Influence from events after the
balance sheet date
After the balance sheet date there were no important liabilities shown in the financial statements for

events that would affect the position of assets and 2009, or on the going concern presumption.
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2.5.3.

Converting capital by means of cost of living

Net profit after converting capital by means of euro currency
and cost of living for the period January-December 2009

€in thousands

Calculated Decrease in
Capital % growth effect proflt

CAPITAL......calculation for cost of living

2.5.4.
Related parties

RELATIONS AMONG COMPANIES IN THE
SAVA GROUP

Business relations between Savatech d.0.0. and

the parent company Sava d.d. refer to:

e Services provided by the financial-accounting
departments, purchasing department, logistics,
phone switchboard, Plant Engineering, maintenance
and projects, services provided by the Workers'
Council, energy costs and phone expense with
regard to the actual consumption.

e Financial services in connection with managing
approved and obtained loans.

Business relations between Savatech d.0.0. and

its subsidiaries relate to:

e The sale of raw materials and products,
services by the financial-accounting department,
purchasing department, logistics, HR department,
Plant Engineering, Trade Union and Workers'’
Council.

The business among related parties is performed

under the same conditions as applicable in an

ordinary arm’s length transaction.

29,596 1.80%

RELATIONS WITH NATURAL PERSONS
Data about groups of persons

In 2009, total gross income of the management
members amounted to €257,000. This sum consisted of
gross salaries, gross bonuses and other income.
The amount includes also one month’s salary and
retirement severance amount for the former company
management member.

In 2009, gross income of employees with managerial
contract amounted to €1,999,000. This sum
consisted of gross salaries, gross bonuses and
other income.

Receivables from loans to other employees with
managerial contract amounted to €9,000, the
interest rate being TOM +3%, the last instalment
falls due in 2014.

2.5.5.
Disclosing business with the
selected auditor

The cost of auditing the financial statements of
the company for the year 2009 according to the
agreement with KPMG Slovenija, d.0.0. amounted
to €18,000.



2.6.
Statement by the
Management

The Management confirms the financial statements
of the company Savatech d.o.o. for the year that
ended on 31 December 2009, which have been
prepared in accordance with Slovene Accounting
Standards 2006.

The Management confirms that when drawing
up the financial statements the corresponding
accounting policies were consistently applied,
and the accounting estimates were elaborated
according to the principle of prudence and cost
efficiency, and that the annual report gives a true
and fair view of company’s assets and business
results in the year 2009.

The Management is responsible for the proper

managing of its accounting procedures, and
establishing and maintaining internal controlling in

12 February, 2010

Director
Vesna Cade?

relation to the preparation and fair presentation of
the financial statements, which do not contain any
material misstatements originating from a fraud or
error, and for adopting suitable measures to secure
assets and other funds. The Management confirms
herewith that the financial statements and the notes
have been produced on the basis of assumption
that the company will proceed with its operations
and in accordance with the current legislation and
Slovene Accounting Standards.

The Management is familiar with the content
of constituent parts of the annual report of the
company Savatech d.o.o. for 2009, and with the
entire annual report of the company Savatech
d.o.o0. for 2009. The Management agrees with it,
which it confirms with its signature.

Director
Igor Hafnar
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2.7.
Auditor’s Report

hconsc

Independent Auditor's Report
To the Shareholders of Savatech, d.o.0. Kranj

We have audited the accompanying financial statements of the company Savatech, d.o.o., Kranj which
comprise the balance sheet as at 31 December 2009, the income statement, the statement of changes in
cquity, the cash flow statement for the year then ended, and a summary of significant accounting
policies and other explanatory notes.

Management's responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements prepared
in accordance with the Slovenian Accounting Standards. This responsibility includes: designing,
implementing and maintaining internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances.

Auditor's responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
whether the financial statements are free from material misstatement.

An audit involves procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of misstatements of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
Savatech, d.o.o,, Kranj as at 31 December 2009, its financial performance and its cash flows for the year
then ended in accordance with the Slovenian Accounting Standards.

Report on other legal and regulatory requirements

As required by the Slovenian Companies Act we herewith confirm that the information in the
management report is in conformity with the accompanying financial statements.

KPMG SLOVENLJA,

podjetje za revidiranje, d.o.o.

Marija Kancilija-Kozjek, B.Sc.Ec. Marjan Mahnié, B.Se Ec.
Certified Auditor Ceriified Auditor
Partner

Ljubljana, 5 March 2010
The Independent Auditor’s Report hereof is a translation of the original Independent Auditor's Report in Slovene, issued on the
financial statements and the notes thereto in Slovene, This translation is provided for reference purposes only and is not to be

signied



MANAGEMENT OF SAVATECH

Igor Hafnar, Director
tel: +386 4 206 58 56, fax: +386 4 206 64 60
e-mail: igorhafnar@sava.si

Vesna Cade?, Director
tel: +386 4 206 51 79, fax: +386 4 206 64 60
e-mail: vesna.cadez@sava.si

Worker's Director

Mira Rjavec

tel: +386 4 206 53 77, fax: +386 4 206 64 60
e-mail: mira.rjavec@sava.si

PROGRAMMES

Mixing Plant - Compounds

Janez Konc

tel: +386 4 206 55 44, fax: +386 4 206 64 31
e-mail: janez.konc@sava.si

Elastomers

Primoz Kurent

tel: +386 4 206 63 82, fax: +386 4 206 64 36
e-mail: primoz.kurent@sava.si

Conveyor Belts

Tomaz Per¢ic

tel: +386 4 206 64 71, fax: +386 4 206 64 11
e-mail: tomaz.percic@sava.si

Profiles

Miran Kadoic¢

tel:: +386 4 206 55 96, fax: +386 4 206 54 75
e-mail: miran.kadoi¢@sava.si

Rubber Printing Blankets (Print)

Voja Jevtié

tel: +386 4 206 62 16, fax: +386 4 206 64 00
e-mail: voja.jevtic@sava.si

Environmental protection and rescue
products (Eko)

Samo Janc

tel: +386 4 206 63 85, fax: +386 4 206 63 90
e-mail: samo.janc@sava.si

Velo

Ksenija Bitenc

tel: +386 4 206 58 81, fax: +386 4 206 64 24
e-mail: ksenija.bitenc@sava.si

BUSINESS SERVICES

Financial Accounting Sector

Vesna Cade?

tel: +386 4 206 51 79, fax: +386 4 206 64 60
e-mail: vesna.cadez@sava.si

Quality and Reliability Sector

Peter Krel]

tel: +386 4 206 61 25, fax: +386 4 206 64 36
e-mail: peterkrelj@sava.si

Plant Engineering (Pl)

Matej Roblek

tel: +386 4 206 61 59, fax: +386 4 206 64 06
e-mail: matej.roblek@sava.si

Purchasing and Logistics

Marko Rozman

tel: +386 4 206 58 54, fax: +386 4 206 64 22
e-mail: marko.rozman@sava.si

HR

Mira Rjavec

tel: +386 4 206 53 77, fax: +386 4 206 64 60
e-mail: mira.rjavec@sava.si
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Representative office Savatech, d.o.o.,
Moscow

Branimir Andjelic

tel: +7 495 775 38 46, fax: +7 495 981 63 03
e-mail: branimir.andjelic@savatech.ru

FOREIGN TRADE NETWORK

Sava Trade, Vertriebsgesellschaft m.b.H.,
Munich

Zlatko Smrdel

tel.: +49 89 544 14 30, fax: +49 89 532 89 51
e-mail: zlatko.smrdel@sava-trade.de

Sava Trade, s.r.0., Prague

Milan Vik

tel: +420 22 494 19 66, fax: +420 22 494 25 59
e-mail: milan.vik@savatrade.cz

www.savatech.eu

Sava Trade, Sp.z.0.0., Warsaw

Jaka Slavinec

tel: +48 22 721 01 86, fax: +48 22 721 13 62
e-mail: jaka.slavinec@savatrade.com.pl

Savatech Trade, Ltd., London

Bostjan Podjed

tel: +44 1883 621 106, fax: +44 1883 621 107
e-mail: bostjan.podjed@savatech.co.uk

Sava Trade, Inc., Port Orange

Tony Simunac

tel: +1 386 760 07 06, fax: +1 386 760 87 54
e-mail: savatrade@bellsouth.net
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