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January 17, 2005

To our valued customers

The year 2004 was an outstanding year for us at Teton Machine Company. It was ayear filled
with many challenges, opportunities, growth and new capabilities, great stridesin training and
guite honestly, one of the best yearsin Teton’s history. We wish to share some of our challenges
and experiences with you and inform you of what we're planning for the year 2005.

Operations:

1

We had an exceptional year in many ways but the increase in sales was by far the real
stand out. We finished the year approximately 34% over our sales projection for the
year. Much of this success can be attributed to our diversification of industries and
customersthat we serve aswell as an economy that has rebounded back strong from a
couple years of recession. We aso like to think the way we practice doing business
brings rewards in terms of building relationships with our customers, and making work
more pleasant and rewarding for all.

We dso had great efforts on the part of our Sales team who developed a Marketing plan
and continuously worked “the plan” to bring about many opportunities. We added
experience to our Marketing/Sales Dept. by re-hiring Jim Franklin after being gone for
over 10 years. Welook forward to great things from Jim. We're confident this
investment in providing you with personal service on amore frequent basiswill continue
to be mutually beneficial to you and Teton Machine Company.

We added a couple of machinesto our equipment arsenal in 2004. Another Citizen C16
Swiss style multi-axis |athe and a Mazak 410B vertical mill with full 4™ axis capability.
Plans for 2005 are to expand our services and acquire equipment to meet customer needs
while devel oping new customers within specific industries that we' re targeting.

Despite taking on 34% more business and processing over 350 new parts through our
facility, our on-time delivery for the year averaged arespectable 87%. Thiswas down
from 2003 when we averaged 92%. Thereis most definitely room for growth and
opportunity to improve our operations and we will continually strive to do so. Our goal
for 2005 is 95%. With some added capabilitiesin our order processing, more frequent
internal communication, and restructuring of shop floor responsibilities, we look forward
to making some good strides in making our goal for the year and ultimately, meeting your
on-time delivery needs.



Quality:
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One of our main objectives for 2004 was to be SO Certified by the end of the year. With
the overwhelming upswing in business this goal was put on hold and subsequently, we
failed to meet this goal in 2004. In 2005, we'll be revising our Quality Manual and
working with alocal consulting firm to assist usin making this goal become areality in
2005.

In addition to SO certification, we are already well into the process of becoming FDA
approved for GMP (Good Manufacturing Practices) and hope to have approval by the end
of the 1% Qtr of 2005.

Additional capabilities to our Quality Assurance dept. in 2004 included the purchase of a
Brown & Sharpe CMM and a Starrett 16" optical comparator with many expanded
capabilities that go far beyond the capabilities of our previous machine. We look forward
to improved efficiency, accuracy, repeatability, and throughput as a result of these
acquisitions.

Employee Devel opment:
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**

Despite the huge increase in workload, we continued to invest a vast amount of hoursinto
our training program with an emphasis on developing our employees’ machining skills.

In 2004 we logged over 450 hours of non-production training which amounted to more
than 2002 and 2003 combined. Plansfor 2004 are to continue to develop our skill level
company wide by utilizing outside resources like Tooling U and machine manufacturer
training classes conducted by Mazak and Citizen.

We began an analysis of a personal finance training course in 2004 that we felt would
benefit our employeesin handling their finances and reduce stress’worries related to
dealing with finances. Beginning in January 2005, several employeeswill be enrolled in
the Financia Peace University training course which will be conducted at our facility.

We are committed to and recognize the importance of assisting our employees grow both
professionally and on a personal level. A highly skilled workforce with good balance in
all aspect of their lives benefits their families, our company, our community and our
customers. Welook forward to providing you with cost efficient, high quality products,
delivered when you need it, and Made in the USA.

In closing, | would like to thank each of you for your business and the confidence and trust
you've placed with Teton Machine in the past year (s) to provide you with quality machined
products. | assure you that we will continually strive to earn your business and provide you with
superior servicein 2005.

With best regards and very much appreciation,

Andy Oyervides
Vice President

Phone: 208-642-9344, Fax: 208-642-9346



