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“Intangible assets

S.CELECTROMAGNETICA S.A.

SEPARATE STATEMENT QF FINANCIAL POSITION

FOR THE YEAR CLOSED AT 21 DECEMBER 2015

(all the amounts are exprezzed in KON, unless otherwise specified)

ASSETS
Non-current assets
Tangible assets
Investment property

Investments in related entities
Chher fong-term non-current assets
Taotal non-current asssts

Current assets
[mventories

Trade receivables

Cash and cash equivalents

Financial assets at fair value through profit or
loss

Other current assets
Current tax aszets
Total current assets

Total assels

EQUITY AND LIABILITIES
Equity

Share capital

Reserves

Retained eamings

Other companents of squity

Total equity attribuable to company
shareholders

Mon-current liabilities

Trade payables and cther liakilities
[nvestment subsidies

Deferred tax liabilities

Total non-current llablHtles

Mote

o~ O th A

10
13

12

1

14
15
158

19
17
20

31 December

21 Decembar

2015 2014
293.013.409 210.298.840
047 143 8907.244
t.378.087 7RI
2.967.606 067,608
2.244 903 1595222 _
231.551.158 213.417.713
13.252.615 15.936.948
54.455 664 53.390.194
$3.8090. 483 28.226.284
457 080 44 800
2.4668 017 6.360.202
760,027 780,927
85.312.7H 104.739.36D0
316.862.9459 A23.157.073
67.603.370 GF.56032.870
212.110.209 186.991.790
(18.801.162) 10.457.0593
__(B70.842) (1.126.674)
260.242.265 263.926.079
2.856.025 3.276.605
5.063.180 5,226,532
1,759,901 1,764.975
9.779.106 10.268.112
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SEPARATE STATEMENT CF FINANCIAL POSITION
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Current liahilities

Trade payables and other liakilities 19 34 508 214 47 687,600
Investment subsidies 17 1683.21% 165,773
Provisions 13 12.171.045 1.208.500
Tatal eurrant llabllitles 46.842 578 48.962 882
-- Total lHabilties .- - . : - ....06.621.684 59.230.994
Total equity and liabilities 316.863.949 323.157.073

These separate fimanzial statements were approved for disclosure by the management an
18 March 2015,

Eugen Scheugan Ilie Frisineanu
Chief Executive Officer - Chref Financial Officer




5.C ELECTROMAGNETICA S.A,

SEPARATE STATEMENT OF PROFIT OR LOSE

AMD OTHER COMPREHENSIVE INCOME

FOR THE YEAR CLOSED ON 31 DECEMBER 2015
[zl the amounts are sxpregsed (h RON, unless otherwlse spacifiad)

Revenue

Other income

Variatian in stocks of finished goods and
work in progress

Wark performed by entity and capitalised

Raw material and consumables used

Expenses related to employee
Expenses relalad to depreciation and
impairment -

Cthar expenses

Other net financial gainsf{losses)

{LogzWProfit before tax

Current income tax expense
DEf-EI‘I‘l_Ed incame tay expense
iLoss)Profit of the period

Othgr componants of comprehensive
income

af which:

ather comprehensive income iterms that
cannot be reclassified in the profil and
Ioss actount, of which:

- revaluation surplus for tengible assets

- defamad tax recognized in squity
Comprehenglveg Income far tha perod
Basicfdiluted earnings per share

Year closed on

Year closed on

Note 31 December 2{15 31 December 2014
21 383.043.939 426.040.897
21 2.801.412 4 550035
2177 10 608 484 BFE1.516
21 1,742,457 1,991,283
22 (313.927.065) (33E.381.729)
22 (32.562.136) (33,295,483
22 (25.141.792) {10.297.549)
22 (50.359.400} {57, DBS5.585)
23 1.157.087 2 215,460

[22.636.993) 9.026.845
24 - (1.242.485)
(79.835) (205.689)
(22.16.528) T.578.661
21.708.107 274 D96
84709 (43.855)
(922.812) 7.508.902
(D,0014) 0,0116

The=e separate financial staterments were appraved for disclosure by the managemant on 18 March

2018.

Eugen Scheusan
Chief Executive Officer

[lie Frasineanu
Chief Financial Officer
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5.C ELECTROMAGNETICA S.A.
SEPARATE STATEMENT ON GASH FLOWS
FOR THE YEAR CLOSED ON 31 DECEMBER 2015
{all the amaunts are expressad in RON, unless otherwise specified)

s

Note - ¥Year 2015 Year 2014
Cash flows from oparating actlvitles
Cash receipts from customers 442.520.423 501.530 604
Faymenis to suppliers {365.328.037) {330.017.025)
Faymerts to emplayees (31.032.168) {35. 785 280)
Other uperating activities (55.720.114) {31.722.258)
Cash [used in)ffrom operating activities {9.559.896} 25.086.065
--Interest.paid {88.579) 417 271)
Incame tax paid - (2482 933
Net cash (used in)ffrom cperating activities {9.658.475) 22.585.8951
Cash flows from investing activities
Acquisiton of tangible assets {2.322.774) (6.261.852)
Ezceipts from sale of nen—cument-assets g3.807 20976
Interest received 54 277 268.078
Dividends received 455,453 545543
Naf cash from investing activitios {1.719.197) {6.319.155)
Cash flows fromfinancing activities
Cash proceeds from loans 123.804 574 30.737.704
Cash repayments of amounts borrowed (123.804 974} £30.737.704)
Bividends paid {2.958 128) (2.478.185)
Net cash from financing activities {2.958.128) {2.478.185)
Cash and cash equivalents net (decreaselincrease {14,335 800) 14.788.521
Cash and cash equivalents at beginning of period 13 28.226.238 13.437.767

Cash and cash equivalents at end of period 13 13.890 488 28.216.288

These separate financial statements were approved for disclosure by the managemeants an 18 March
201B.

Illa Frasineanu
Chief Financial Officer

Eugen Scheugan
Chief Executiva Cfiicer




S.CELECTROMAGNETICA S.A.
EXPLANATORY NOTES TO THE SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR CLCSED ON 31 DECEMBER 20115
{ll the amounts are expressed in RON, unless otherwise specified)

OVERVIEW

8.C. ELECTROMAGNETICA S.A. is arganised under the laws of Ramania which was set up in 1830 and
carfies out activities in several secters; the most important are:

- produstion of electricity fram renewable sources (produced in small power hydreelectric plants -
CHEMPY,

» supply of electricity:

. ﬁraﬂ_uctiar.l-;f Lélj -Iightihé._ﬁyus.téms, ogle. én& mn.u.i-l:l.*s;

= rental of premises for offices, industrial sites, land. and supply of tilities.
The production processes and products of Electromagnetica were certified under the international quality
assurance standards. The main products are:

= electticity distrioution and metering equipment

- el=ctricity from renewable sources (produced in small pawer hydroglectric plants - CHEMP)

«  glegtrical, electronic, automotive subassemblies, &t

= tools and molds

+  metal and plastic subassemblies

= railway trafiic safety squipment

= LEL lighting systems

The Company is headquartered in Calea Rahovei nr. 255-268 sectar 5 Bucharast.

Electromagnetica is listed on the Bucharest Stock Exchange {symbal ELMA), The prices per share can

be analysed as follows:

2015 2014
- minimum price 0,1850 0, 1875
- maximum price D,EEEI-Q . 1,25378
- average price 0,2118 0.2148

The evolution of the average number of employess of Electromagnetica was as fallows:
2015 2014

Average number of employees ' - 815 B2E
These financial statements are compliant with 1AS 27 - Separate Financial Statements prepared an 31
December 2015 The Company also prepares consclidated financial statements as it has investments in

subsidiaries.

The details of the Company's investments in subsidiaries at 31 December 2015 are:



§.C ELECTROMAGNETICA 5.A.
EXPLANATORY MOTES TO THE SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR CLOSED ON 31 DECEMEER 2015
(all the amounts are expressed in RON, unless otherwise specified)

Qwnership and

Name of subsidiary secmﬂi:: voting right Value
. percentage (%)

Electromagnetica Golstar SEL 2850 100% 3.126.197

Electromagnetica Prestsery SRL 285 08.333% 29.500

Electromagnetica Fire SRL 799 a9 ATE% 79 800

Procetsl 54 A2 4583 a5 548%, 732.008

TOTAL . . - . - B P - 3967 604G

AFPLICATION OF THE NEW AND REVISED INTERNATIOMAL FINANCIAL REPORTING
STANDARDS ' '

initial application of new amendments to the existing standards and interpretation effective for the

¢urrent reporting period

The following amendments ta the existing standards and new interpretation issued by the International
Accounting Standands Board {|ASE} and adopted by the EU ars effective for the current reporting period:

= Amendments o various standards — Improvements to IFRSs (cycle 2011-2043) resulting
from the annual improvement project of IFRS {IFRS 3, IFRS 13 and 1AS 40) primarily with a vigw Lo
remaying inconsistencies and <larifying wording - adopted by the EW on 18 December 2014
(amendments are to be applied for annual pericds beginning on or aftier 1 January 2015, issued by IASE
on 12 December 2013. Amendments to varous standards and interpretations resulting from the annua!
improvemnant project of IFRS {(IFRS 1, IFRS 3, IFRS 132 and I1AS 40) primarily with a view to removing
incansistencies and clatifying warding. The revisions clarify the required accounting recognition in casas
where free interpretation used to be permitted. The most important changes include new ar revised
requirements regarding: (i) maaning of effective IFREs in IFRS 1, (i) scope of sxception for joint
ventures; (i) scope of paragraph 52 if IFRS 13 (portiolio exception} and (iv} clarifying the interrelat onship
af IFRS 3 and 1AS 40 when classifying property as investment property or owner-occupied propearty.

. IFRIC 21 — Levies adopted by the EU an 13 June 2014 (effective for anpual periods beginning
on.or after 17 June 2014}, issued by IASE on 20 May 2013, IFRIC 21 is an interpretation of 1AS 37
Provisions, Contingent Liabilities and Contingent Assets. 1AS 37 s&ts out criteria for the recognition of a
liatility, ote of which is the requirement for the entity to have a present obligation as a result of a past

event (known as an obligating event}. The Interpretation clarifies that tha chligating event that gives rise




&.CELECTROMAGNETICA S.A.
EXPLANATORY NOTES TO THE SEPARATE FINAMCIAL STATEMENTS
FOR THE YEAR CLOSED ON 31 DECEMBER 2615
{all the amounts are expressed in RON, unless otherwise specified)

to a ligkility to pay a levy is the activity described in the relevant legislation that triggers the paymrent of
the levy.

The adaption of these amesndments to the existing stendards and interpretation has not lad ta any
material changes in the Compahy's financial statements,

TAmendmerts to the existing Staridavds Issuwed by JASE afd adopted by thie EU hut nit yet

effective

At the date of authorisation of these financial statements the fallowing amendments to the existing
standards issued by IASE and adopted by the EU were in issue but not yet effective:

. Amendments to IFRS 11 - Jaint Amangements — ﬁ\ccount'ing for Acguisitions of Interests in
Joint Qperations - adopted by the EU on 24 Novembper 2015 (effective for annual periods beginning on or
after 1 January 2018), issued by [ASE on & KMay 2014, The amendments add new guidance on how to

account for the acquisition of an interest in a jeint operation that constitutes a business, The amendments

specify the appropriate accounting treatment for such acquisitions.

. Amendments to IAS 1 - Presentation of Financial Statements - Disclosure [nitiative -
adapted by the EU an 18 December 2015 (effective for annual periads beginning on ar after 1 January
2018), issusd by |ASE on 18 Descember 2014 The amendments to 1AS 1 are desioned to further
encourage companies to apply professional judgement in determining what information to disclese in their
financial statements. For example, the amendments make dlear that materiality applies to the whole of
financial statements and that the inclusion of immaterial information can inhibit the usefulness of financial
disclosures. Furthermore, the amendments clarfy that companies should use professional judgement in
determining where and in what arder infarmation is presented in the financial disclosures.

. Amendments to IAS 16 — Property, Plant and Equipment and IAS 38 - Intangible Assets -
Clarification of Accepiable Mathods of Depreciation and Amorisation - adopted by the EU an 2

- December 2015 [effective for annual periods beginhing an or after 1 January 2018), issued by IASE on

12 May 2014. Amendments clarify that the use of revenue-based methods to calculate the depraciation
of an asset is not appropriate because revenuse Jensrated by an activity that includes the use of an
asset generally reflects faclors other than the consumption of the economic benefits embodied in the
assct. Amendments alse clarify that revenus is generalty presumed to be an inappropriate basis for
measuri.ng the consumption of the economic benefis embodied in an intahgible asset. This

presumption, however, can be rebutted in certain limited circumstances.
S —

8



5.C ELECTROMAGNETICA 5.A.
EXPLANATORY NOTES TO THE SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR CLOSED DN 31 DECEMBER 2015
{all the amgunts are axpressed In RON, unless ctherwise specified)

. Amendments to IAS 16 — Property, Plant and Equipment and IAS 41 - Agricultura -
Agricolture: Bearer Plants - adopted by the EU on 23 November 2015 (effective for annual periods
beqginning an ar after 1 January 2016}, issued by IASB on 30 June 2014, The amendments bring bearer
plants, which are used solely to grow produce, into the scope of |AS 16 so that they are accounted for in

the same way as property, plant and eguipment.

» | Amendments to IAS 19 — Employee Benefits - Defined Benefit Plans: Emplayes Cantributians
- adopted by the EU on 17 December 2014 {affactive for annual periods beginning on or after 1
February 2015} issued by IASE on 21 Nowember 2013, Tne narrow scope amendments apply te
cantributions from employees ar third parties to defined benefit plans. The objective of the amendments
is to simplify the accounting for contributions that are independent of the number of years of employae
service, for example, employes contributions that are calculated according to a fixed percentage of
salary. '

. Amendments to |1AS 27 — Separate Financial Statements - Equity Method in Separate
Financial Statements - adopted by the EU on 18 December 2015 (effective for annual periods beginning
an qr after 1 January 2018), issued by IASE an 12 August 2014, The amendmeanis reinstate the equity
methed as an accaunting aption for investments in in subsidiaries, joint ventures and aseociates in an

entity's separate financial statements.

- Amendments to various standards — Imprevements to IFRSs [cycle 2010-2012) resulting
from the annual improvement project of IFRS {IFRS 2. IFRS 2, IFRS 8, IFRS 13, 1AS 16, IAS 24 and |AS
38) primarily with a view to remaving inconsistancies énd clarifying wording - adopted by the EU on 17
December 2014 {amandments are to be applied for annual periods beginning on or after 1 February
2015}, issued by IASE on 12 December 2013, Amendments to varous standards and interpretations
resulting from the annual improvernent project of IFRS (IFRS 2, IFRS 2, IFRS 8, IFRS 13, 1AS 16, 1AS 24
and |AS 38} primarily with a view to removing inconsistencies and clarifying wording. The revisions clarify
the required accounting recoqgnition in cases whers free interpretation used to be permitted. The most
impartant changsas include rew or revised requirements regarding: (i) definition of 'vesting condition; {ii)
accaunting for contingant consideration in a business combination; (i) aggregation of operating
segments and reconciliation of the total of the repartable seqments’ assets to the entity's assats; {iv)
measuring short-term receivables and payables, (V) proporionate restatement of accumulated
depreciation application in revaluation method and {wi) clarification an key management personnel,

' Amendments to various standards - Improvements to IFRSs [cycle 2012-2014) resulting
from the annual impravement project of IFRS (IFRS 5, IFRS 7, 1AS 19 and 1AS 34) primarily with & view
to remowing inconsistencies and clarifying wording - adopted by the EU on 15 Decemier 2015

jamendments are 1o be applied for annual periods beginning on or after 1 January 2018), issuad by IASE
s _ __ ___________ ___ ___ _____________ .. .. .. ]
10



5.C ELECTROMAGNETICA 5. A.
EXPLANATORY NOTES TO THE SEPARATE FINANGCIAL STATEMENTS
FOR THE YEAR CLOSED ON 1 DECEMBER 2015
{all the amounts are expressed In RON, uniess otherwise specified)

an 25 September 2014, Amendments to varicus standards and interpretations resulting from the annual

improvement project of IFRS {IFRS 5 IFRS 7, |1AS 15 and |AS 34) primarily with a view to removing
inconsistencies and clarifying wording. The revisions clarify the required accaunting recagniticn in cases
where free interpretation used to be parmittzd. Changes include new or revised requirements regarding:
fiy changes in methods of disposal; {iiy servicing contracts; {iii) applicability of the amendments to IFRS 7
to eondensed interim financial statements; (iv} discaunt rate: regional market issug; (v) disclosure of
information “elsewhere in the interim financial repart,

New Standards and amendments to the existing Standards issued by IASE but not yet adopted by
the EU

At nresent, IFRS as adopled by the EU do not significantly differ from regulations adopted hy the
International Accounting Standards Board (IASB) excepl from the following new standards and
amendments to the existing standards, which wenz not endorsed for use in EU as at [date of publication

of financial statements] (the effective dates stated below is far IFRS in full):

. IFRS 9 - Financial Instruments (effective for annual periads' beginning on or after 1 January
2018). Issued on 24 July 2014 is the |ASE's replacement of [AS 39 Financial Instruments: Recognition
and Measurement. IFRS 8 includes reqguirements for recognition and measurement, impairmeant,
derecagnitian and general hedge accounting.

ClassHlcatlan and Measurement - IFRS B introduces new approach for the classification of inancial
assets, which is driven by cash flow characteristics and the business model in which an asset is held.
This single, principle-based approach replaces axisting rule-based requirements under LAS 38, The new
model also resulis in a single impaimment model being applied to all financial instrumeants.

Impairment - IFRS § has introduced a new, expected-loss impai(ment moded that will require more
timely recognition of expected craedit losses. Specifically, the new Standard requires entities to atcount
for expected credit losses from when financial instruments are first recognised and to recognise full
lifetime expacted losses on a more timely basis. ' .
Hedge dccounting - IFRS 9 introduces a substantially-reformed model for hedge accounting, with
enhanced disclosures about risk management activity. The new madel represents a significant overhaul
of hedge accounting that aligns the accounting treatment with risk management activities.

Qwn credit - IFRS 9 removes the volatility in profit or loss that was caused by changes in the credit risk
of liahilities elected tc be measured at fair value, This change in accounting means that gains caused by
the detericration of an entiby’s own credit fisk on such liabilities are ne longsr recognised in profit or lpes,

) IFRS 14 — Regulatory Deferral Accounts (effective for annual perieds beginning on or after 1
January 2016} - the Evropean Commission has decided not to launch the andorsament process of this

11



5.C ELECTROMAGHNETICA S.A.
EXPLANATCRY NOTES TO THE SEPARATE FINAMGCIAL STATEMENTS
FOR THE YEAR CLOSED ON 31 CECEMBER 2015
(all the amounts are expressed in RON, unless otherwize speclfled)

interim standard and to wait for the final standard. |ssued by |ASE on 30 January 2014, This Standard is
intended to allow entities that are first-time adopters of IFRS, and that currently recognise requlstary

deferral accounts in accordance with their previous GAAP, to continue ta de g0 upon transition to IFRS.

. IFRS 15 — Revenus from Contracts with Customers and further amendments [efiective for
annual periods beginning oh ar after 1 January 2018), issued by |ASE on 28 May 2014 {on 11 September
2H5 |ASE deferred effective date of IFRS 15 to 1 January 2018} IFRS 15 specifies how and when an
IFRS reporter will recognise revenue as well as requiring such entities to provide users of financial
statements with more informative, relevant disclosures. The standard supersedes IAS 18 — Revenue, [AS
11 — Construction Contracts and & number af revenue-related interpratations. Application of the standard
is mandatary for all IFRS reporters and it applies ta nearly all contracts with customers: the main
exceptions are leases, financial instruments and insurance contracts. The core principle of the new
Standard is far companies to recognise revenue to depict the transfer of goods or services to customers
in ameaunts that reflect the consideration {that is, payment) to which the company expects to be entifled in
exchange for those goods or services. The new Standard will alsa result in enhanced disclosures about
revenue, provide guidance for transactions that werg not previously addressed comprehensively (far
exampe, service revenue and contract modifications) and improve guidance for multiple-element

arrangemenis.

) IFRS 16 - Leaseas (effective for annual perinds beginning an or after 1 January 2019j, issueﬂ by
IASB on 13 January 201€. Under IFRS 16 a lessee recognises a right-of-use asset and a lzase liability.
The right-ol-use asset is treated similarly to other nan-financial assets and depreciated accordingly. The
lease liability is initially measured at the present value of the lease payments payable over the lease
term, discounted at the rate implicit in the lease if that can be readily datermined. If that rate cannot, be
readily determined, the lessee shall use their incremental borrowing rate. As with IFRS 16's
predecessor, |IAS 17. |essors classify leases as aperating or finance in nature. A lease is classified as a
finance lease if it transfers substantially all the risks and rewards incidental to ownership of an
underlying asset. Otherwise a lease is classified as an oparating lease. For finance leases a lessor
recegnises finance incomea over the lease term, based on a pattem reflecting a constant periodic rate of
return on the net investment. A lzssar recagnisss operating lease payments as incomea on a straight-line
basis or, if more representative of the pattern in which benefit fram use of the underlying asset is
diminished, ancther systematic basis.

. Amendments to IFRS 10 — Consolldated Financial Statements, IFRS 12 - Disclosure of
-Interests in Other Entltles and IAS 28 - Investments in Associates and Jaint Ventures -
Imvestment Entities: Applying the Consolidation Exception {effective for annual pericds baginning on ar
after 1 January 2016), issued by |ASE on 18 December 2014. The namow-scope amendments to IFRS
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10. IFRS 12 and tAS 28 introduce clarifications to the requirements when accounting for investment

entitigs. The amendments also provide relief in particular circumstances.

. Amendments to IFRS 10 — Consolidated Financial Statements and IAS 28 - Investments
in Associates and Joint Ventures - Sale or Contribution of Assets bebwsen an Investor and its
Associate or Joint Yenture and further amendments {effective date was dafarred indefinitely until the
research project on the equity method bas been concluded), issued by |ASB en 11 September 2014 (on
" 17 December 2015 IASE deferred indefinitely effective date). The amendments address a canflict
betwaen the requiremnents of |AS 28 and IFRS 10 and clarify that 'n a trapsaction invalving an associate
or joint venture the extent of gain or loss recognition depends on whether the assets sold ar contributed

conslitute a business,

. Amendments to IAS T - Staternent of Cash Flows - Disclosure Initiative [(effective for annual
peripdz beginning on or after 1 January 2017), issued by {ASE on 25 January 2078, The amendments
are intended ty clarify |1AS 7 to improve information provided to users of financial statements about an
entity's financing activities. The amendments require an entity to pravide disclosures that enable users of
financial statements to evaluate changes in liabilities ariging from financing activities, including both

changes ansing from cash flows and non-cash changes.

. Amendments to IAS 12 — Income Taxes - Becognition of Deferred Tax Assets for Unrealised
Losses [effective for annual periods beginning on or after 1 January 2017}, issued by |ASE on 19
January 2018, The amendments to |AS 12 clarify how to account for deferred tax assets related to debt

instruments measured at fair value.

The Company anticipstes that the adoption of these new standards and amendments {o the existing
standards will have no material impact on the financial statements of the Campany In the periad of initial
application.

Hedge accounting for 2 portfalio of financial agsets and liahilties, whose principles have not bean
~adopted by the EU remains unregulated.

According ta the Company's estimates, the application of hedge accounting to a portfolio of financial

assets or lishilities pursuant to 1AS 39 — Financial Instruments: Recegnition and Measurement would

not significantly impact the financial statemeants, if applied a5 at the balance sheet date.
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SIGNIFICANT ACCOUNTING POLICIES

Statement of compllance

The separate financial statements of the Company were prepared in compliance with the Internationsl
Financial Reparting Standards adopted by the European Union {"IFRS") effective an the date of the
Company annual report, i.e. 31 December 2015, and in compliance with the QOrder of the Minister of
Pubic Finance no. 128672012 appreving the Accounting Regulations compliant with the International
Financial Reparting Standards applicable to the trading compaies the shares of which are admitted to
trading on a requlated market, as further amended _and clarfied. These provisions are consistent with the
reguirements of the International Finangial Reparting Standards adopted by the European Unien (EU).
The Company applies IFRS as of 1 January 2011 and the first year for which the separate financial

statements were prepared in compliance with IFRS was 2012

Operating and presentation currency

. These separate financial statements are presented in ROM, the operating cumrency of the Company.

Basis of preparation

The separate financial staterments were prepared on the basis of the historical cast. except for certain
financial ingtruments that are measured at fair value, as explaingd in the accounting pelicies. The
histarical cost is generally based on the fair value of the consideration in exchange of the assets.

The tangible assets are presented at reevaluation value (IAS 16: revaluation) and investment property
are presented at fair value (1AS 40: fair value).

For inventories without moving or slow maoving inventories adjustments are made based on the
management's estimates. The set up and reversal of allowances for inventories impairment is made
usually at the end of the year in the profit and loss account (for inventories without moving 50% of the
total value and for the slow moving ones 25%). '

In the first senes of financial statements prepared in compliance with IFRS the Company applied 145 29 -
Financial Reporting in Hyperinflationary Econamies apd comected the historical cost of share capital,
legal reserves and other reserves set up from the net profit by the effect of inflation until 31 December
2003. These adjustments were recorded in separate analytical aceaunts.

The Company also prepares consclidated financial statements in accordance with IFRS adoptad by the
EU, which are available an the Company's websile. Thess are presented at the same time as the
zeparate financial statements.

Going concarn principle
The separate financial statements were prepared based an the going concern principle, which implies
that the Company will be able to realise its assets and pay its liabilitizs in the ordinary course of business

in the next periad.

e i S
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Comparative statements

Cerain amounts in the atatement of financial position, the staterment of profit or loss and other
componeants of comprehensive income, the statement of cash flows and the statemant of changes in

equity were reclassified to comply with the presentation of the current year.

Forgign currahcy
The operations expressed in foreign currency are recorded in lei; at the offisial exchange rate on the date

of the transaction settiement. Monetary assets and liabilitiss recorded in foreign currency on the date of

preparation of the statement of financial position are expressed in l2:, 2t the exchange rate of that date.
The gains or losses from theirr settlement and the canversion of monetary assets and liabiltizs
dencminated in foreign currency at the exchanga rate applicable at the end of the financiai period are
recagnised in the profit or lass for the period. The non-monetary assets and liabilities that are evaluated
at historical cost in foreign currency are recorded in lei, &t the exchange rate of the ransaction date. The
nan-monetary assets and liabilities denominated in foreign currency and evaluated at fair value are
recarded in lei, at the exchange rate applicable on the date when their fair value was determinad.

The differences resulting from the conversion are presentad in the profit and loss account.

The exchange rates of the main forgign currencies were as follaws:

Exchange rate at Exchange rate at

31 Decernber 2015 3 Decemhber 2014

FUR 4 5245 4.4821
UsD 4 1477 3.6868

Use of estimates and professional judgament

The preparation of the financial statements in compliance with the IFRS adoptad by the European Unicn
requires the use by the management of estimates and assumptions that affect the application of the
accounting polizies and the reparted value of assets, liabilities, revenues and expenses. The estimates
and judgements related therete are based or: historical data and other factors deemed relevant in the
given circumstances and the resalt of these factors represents the basis for the judgements used in
determining the carrying amount of assets and liabilities for whicn there are no other Evatuatinn- SOUrCES
available. The actual results may differ from the estimated valuss,

Estimates and judgements are perodically reviewed. The reviews of acocunting esimates are rebugnised
in the period in which the estimate s reviewed, if the review affects only thet periad. or in the current ang
future periods, if the review affects both the current period and future parinds. The effect of the
rmodifications pertaining to the current peried iz recognised as revenue or expense in the current peried.
The effect on the future pariods, if any, is recognised as r;evenue ar expense in the corresponding future
p-eriﬁds. '
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The Company management cansiders that the possikle differences in relatian to these estimates will not

affect significartly the financial statements in the near future, for each estimation the precautionary
principle is apphied. .

Estimates and assumptions are used in particular for the impaimment of fixed assets, the estimation of the
useful life of a depreciable ssset, the allowances for doubtful debts, provisians, and the recagnition of
tleferred tax assets.

According to IAS 35. the intangible assats are analysed to identify indicators of impairment at the balance

impairment is recognised to reduce the net carrying ameount of that asset to the fevel of the recoverable
amount. If the reasons for the recognition of the impairment oas disappear in the soming periods, the net
carrying amount of the asset is increased to the value of the net camying amaunt that would have bean
determined i no impairmeant loss had been recognised.

The evaluation of the impairment loss on receivables is individual and relies an the best estimate of the
management regarding the current value of the cash flows expected to be received. The Company
reviews its trade receivables and other receivables on every date of the financial position in order Lo
assess whether impairmeant-in value should ke recorded in the profit and loss account. The prafessional
judgement of the managament is required to estimate the value and coordinate the future cash flows
wheh the impairmant loss is determined. These estimates are bazed on assumptions that refer to several
factars and the actual results may be different, which leads to future modifications of adjustmants,
Accordin.g to their nature, contingencies will be clarified only when one or more future events aceur or not.
The measurement of contingencies involvas the uses of assumptions and si.gniricant estimates of the
outcome of future events.

Deferred tax assels are recognised for tax losses to the extent that the existence of a taxable profit that
would cover the Ipsses is probable. The use of the professional judgement is necessary in determining
the value of defemed tax aésets that an ke recognised based on the prababiltty with regard ta the penad
and level of the future taxable profit and the future fiscal planning strateqies.

Accounting principles, policies and methods

According to |AS 8 — Accounting Polisies, Changss in Accounting Estimates and Errors, the accaunting
policies are the specific panciples, bases, conventions, rules and practices applied by an entity in
preparing and presenting financial stataments.

The Company has selected and applies congistently its accounting policies for transactions, other svents
and similar canditions, except for the cases where a standard or an interpretation specifically provides for
or allows the classification of events with ragard to which the application of different accounting policies
could be appropriate. If & standard or interpretation provides for or allows such a classification. an
appropriate accounting policy tust be selected and applied consistently to each category.

The Company changes an accounting policy only if the change:

- is required by a standard or interpratation; or
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- results in the financial staterments providing reliable and mere relevant information about the effects of

transactions, other events or conditions on the entity's financial positian, financial performance, or cash
flows. '

We present below a summary of the significant aceounting policies applied to all the perods presented in
the financial staterments, except.fcr the changes deriving from the new standards and amendments o
standards with the date of iritial application 1 January 2015 and presented in saction 2.

Intangible assets

Initial measurement

The Company chose to measure these gssels at purchase cost ar preduction cost (self-created)
sccording to |AS 38 — Intangible Assats.

Measurement subsequent to inltlal recognition

The Company selectad the cost model as the accounting palicy far the measurament of intangible assets
subsaquent to the initial recognition.

The Company chase to use the straightline method far the amortisation of intangible assets. The useful
life for this group or nan-current assets iz between 3 and & years,

The Company agplies A5 36 ta determine whether an intangible asset measured at cost is impaired. At
the end of each reporting petind, the Group assesses the indicators of impairment of these assets and. if
such indicators are idEI"ItifiE-i the recoverable amount of the asset is estimated and the related
impéirment is recorded. The impairment [6ss must be recognised immediately in the profit or less.

For their presentation in the profit and loss account, the revenue or loss occurring upan the end of uss ar
disposal of an intangibie asset are determined as the difference betwesn the revenue generated by the
asset disposal and its unamortised value. including the costs incurred for its disposal, and should be
presented as het amount in the prafit and loss accﬂuﬁt, according to 1AS 38,

Tangible assets

Initial measurement

Tangible assets are inittally recognised at the purchasa cost or the production cost {if self-created) and
ars cartied at the amaount net of accumulated depreciation.

The cost of purchased tangible assats is given by the value of the the consideration fur the purchase of
those assets and other costs directly necessary to bring the assets ta the location and candition required
far their aperation in the manner intended by the management. The cost of salf-created assets includes
salanies, malerials. indirect production ¢osts and cther costs directly necessary to bring the assets o their
cumrent location and condition.

The company established a value threshold for the recognition of a tangible asset item.
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Measurament subseguent to initial recognition

The Company selecled the revaluation medel for the measurement subsequent bo the initial recegnition of
tangible assets. Accarding to the revaluation model, a tangible asset the far value of which can be
reliably measured should be carried at a revalued amaount, being its fair value at the date of revaluation
less any subsequent accumulated depraciation and impairment.

Revaluations should be carried out regularly encugh to ensure that the garrying amount of an asset does
not differ materially from the amount determined by the uge of its fair value at the end of the re'p-urting

The fair value of land and building is gererally determined based on market samples, through a
measuremant made by professional and qualified assessors,

The fair value of tangible assets is gensrally thair market value detemined by measuremant,

Revaluation frequency depends on the changes in the fair value of revaluated tangible azsets. |f the fair
value of an asset maternially differs from its carrying amount, 8 new revaluation is required.

When a nen-current asset is revalued, any cumulated depreciation at the date of the revaluation is
removed from the gross camying amount of the asset and the net amount is retreated at the revalued
amaunt of the asset.

Tharefora, revaluation frequency dapends an the changes in the fair value of tangible assetz. If the fair
value of a revalued tangible asget at the balance sheet date materially differs from its carrying amount, a
new revaluation is required. If the fair values are volatile, as the case may be far land and buildings,
frequent revaluation may be required. If the fair values are determined for a iong periad, as the case may
be for plant and eguipment, less frequent revaluation may be required. IAS 18 suggests that annual
revaluation may be required if there are material and volatile changes in the values.

If atangible asset is revalued. the entire category of tangible assets the revalued asset belongs to should
e revalued. '

The residual value of the asset and its useful life should be reviewed at least at the end of the financial
period.

The depreciation ¢f an asset begins when the asset is available far use, ie. it is in the location and
candition required 1o operate as intended by the management.

The depreciation of asset ends upon the first ccourrence of either the date when the asset is classifisd as
held for sale {or included in @ graup intended for disposal and classified as held far sale), according to
IFRS 5. and the date when the asset is derecognised. Therefore, depreciation does not end when the
assetis ide, except when the asset is completely depraciated,

Land and buildings are separable assels and are carried separately even when they are acquired
together. _ '

The land owned is hot depreciated.

If the cost of land includes costs of dismantling, removing and restoring, these costs are depreciated

during the pericd in which revenue is obtainad as a result of these costs being incurred.
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The depreciation method used reflects the anlicipated rate of consumption by the entity of the future

econcmic benefits of the asset.
For all assets aguired starting of 1 January 20156 the company uses the straighk-line method as the

depreciation method.
The residual value, the usehul life and the depreciation method are reviewed at the date of the financial

statements.

Tanglble azsets : Duration {years)
Buildings 20-40
Technological equipment : E-12
Measurement, contral and adjustment devices 3-8
Motor vehicles ' 4-8
Furniture, office equiprment, human and materal protection equipment g-1%

Impairment policy applied by the company

The revaluation surplus of a tangitle asset acoumulated in equity should be directly tranzferred each
monih to the retained eamings as it is depreciated, if the asset is used. and upon derecognition, when the
assat is disposed of ar withdrawn from use.

If an asset is revaluated a loss resulting from this operation is recognised directly by reducing the
revaluation surplus, but the loss should not exceed it.

The gain or fass resulting from the derecognition of a tangible asset should be recognised in profit or loss
at the date of the asset derecognition. '

The carrying amount of a tangible asset is derecognised cn dispesal ar when na future benefits are
expected from its use or disposal . .

If items of tangible assets that were held for rental to others are sold répeatedl*_.r: these assets should be
transferred to inventories at the carrying amount of the date when they cease to be rented and become
Feld for sale. The procesds from the sale of these aszets are recognisad as revenue in accordance with
1A% 18 — Revenue.

Maintanance ard major repairs _

Capitalised costs for major repair activities are separate componsnts of the corresponding assets ar
groups of azgets. Capitalised costs far major repairs are amortised using the amartization methed used
for the undetlying asset The expenditure for major repair warks includes the cast of replacement of the
asseis or parts theregf, the costs of inspection and the costs of major repairs. The sxpenditure is
capitalised if an asset or a part of an asset which was amortised separately is replaced and is expected to

generate future economic benefits. If &. part of the replaced asset was not considered a separats
 —
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component and, therefore, was not amortised separately, the replacement value is used to estimate the

net camying amount of the replaced asset(s) whick isfare immediately removed. All the other costs
incurred for current repairs and ordinary maintenance are directly recognised as expenses.

Investment property

Initial measurement
Investment property is initially recognised at cost aceording ta 1AS 40 — Investment property. The costof
investment property includes the purchase price plus any costs directly attributable thereto {professional
fees for legal services, charges for the ownership transfer, ete ).

Meszurement subsegquent to recognition

The Company selected the fair value model for the presentation of investment praperty in its financial
statements. The depraciation is no langer accounted for instead, the impairment/appreciation accanding
ta the annual measurement at fair value Is accounted for.

Financial assets
Financial assels include the shares owned in subsidiaries, associated entities and jointly controlled
entities. the laans granted to thase entities, cther investments held as fixed assets and other laans.
According to |AS 27 — Sapsrate Financial Statements, when the parent company prepares scparate
financial statements, the investments in subsidiares, the joint ventures and the associated entities are
accountad far either:
a) &t cost ar
By aceording to 1AS 39 — Financial Instruments: Fiecr.:gniticrn and Measurement {as IFRS 8 —
Financial Instruments, although published. is nat ye! applied)
The entity shoutd apply the same acecounting methad for each categony of investmants.
According to I1AS 39, financial assets are classified in four categories:
« financial assets at fair value through profit or loss — the financial assets held for for trading;
* lgans and receivables - non-derivative financial assets with fixed or determinable payments that
are ngt guoted in an active market, other than:
those intended by the entity to be sold immediately or within & short period {which
should be classified as held for trading) and those designated by the Enﬁty an initial
recogniticn as assets at fair value through profit or loss.
those designated by the entity an initial recognition as available-for-sale; or
these for which the holder may net recover substantially all of its initial investment,
other than because of credit deterioration {which should be classified as available for
sale).
s held-to-maturity  investments = non-derivative financial assets with fikxed or determinable

payments and fixed maturity that the entity firmly intends and is able ta hold to maturity.

e ———————— . _]
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» available-for-sale financial assets — any financial assets not classified in one of the above
categories.
According ta 1AS 30 — Financial Instruments, the company classifies the financial assets held as financial
assete at fair valus through profit or logs and classifizs in this category the shares acquired for the
purpose of trading, BYE portfolio. Short-term secunties (shares and other financial investments) adenitted
ta trading an a requlated markeat are measured at the quoted value on the last trading day;

Investments in refated entities
Subsidiaries are entiies controlled by the company. IFRS 10 - Conzolidated Financial Statements defines
the control principle and estaklishes the tontral as the basis for consolidation. IFRS 10 establishes the
manner of application of the control pinciple to detarming whethear an investor contrals an investee and,
therefore, it should consclidate the investes.
An investor controls an invastes if and only if the investor has all of the following elements:

8) power cver the investes;

b} exposure, or rights, to variable returns from its involvement with the Investes;

t] the ability to use its power over the investee tc affect the amount of the investor's returns.
More of the companies in which S Electromagnetica holds interests is quoted on a stock exchange. The
correzpanding assets are measured at the acquisition cast,. are annually tested for impairment and the

impairment, if any, is recognised at the date of finding.

Intarest an kbans

The interest on the lpans directly attributable to the purchase, construction or manufacture of an asset
with long producton cycle are capitalised until the asset is prepared for its predetermined use ar sale. All
the other costs related to loans are recognised as expenses in the profit and Ioss account for the period
of their accurrence. Inierest expenses are recorded using the effective interest method.

Govermment grants

According to 1AS 20, govaernment graris are recognised only when there is reasonable assurance that the
entity will comply with any conditions attached 1_:0 the grant and the grant will be received. The grants hat
meet these requirsments are presentad as other liakilities and recognised systematically in the profit and
loss account for the useful life of the assets they relate to.

In thiz ¢ateqory iz classified the equivalent value of the green cerlificates received as a producer of
electricity transmission and distribution operatar, in aceordance with applicable legislation. These are
initially measured at the trading price on the date of their receipt, as published by the cperator of the
electricity markat. At the =nd of the financial periad, the remaining green certificates are measured at the
trading value published by the electricity market operator for the last transaction and the differetces are

reflected in the profit or loss far the period.
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Inventories

According to IAS 2 — Inventories, these assets are:
+  assels held for salg in the ordinary course of business _

assels in the produclion process for sale in the ordinary coursa of business ar

materials and supplizs that are consumed in production or sarvice provision
Inventories are stated at the lawer of cost and net realisable value. The net realisable value is astimated
based on the salling prce in the ordinary course of business, lese the estimated cost of completion and
the estimated casts necessary to make the sale. For inventories without moving or siow moving ones and
finished goods adjustments are made based on the management's estimates. The sat up and reversal of
allowances for inventorics impairment is made in the profit and loss account,
The Campany uses the First In First Qut (FIFQ)} method to determine the inventory outflow cost of
supplied materials.
The standard cost is used for inventary inflow and outfiow of finished products. Based on the
managemsnt accounting, the actual cost of the cbtained products is determined at the end of each
mranth,

Recalvables and other like assets

Receivables and other like assets are stated at amortized ¢ost reduced by adjustments value.

When a receivable is expected not o be fully collected. allowances far impaimment are recorded at the
level of the amount that cannot be recovered. Receivables are discarded follawing their collection or
assignment Lo a third party. Current receivables can also be discarded by the mutual offset of accounts
receivable and payvable between third parties, under the faw.

The receivables with expired collection time limits are discarded after the Company obtains the
documents proving that all the legal steps o recover these receivables were taken. Discarded

receivabies are continue {o be monitored.

Cash and cash equivalents

For the purpose of the preparation of the statement on cash flows, the cash is cansiderad to include the
axigling petty caeh and the cash in currant bank accounts. Cash equivalents represent deposits and
investments with high liquidity and initial maturities under three maonths.

Liahilitiag

A lighility s a present abligation of the Company arising from past events, the setlement of which is
expectzd to result in an autflow froim the antity of resources embodying econemic benefits.

A lability is recognised in the accounting records and presented in the financial statements when it is
probable that an outflow of resources embodying ecancmic benefits will result from the settlement of a
presasnt obligation and the setflement amount can be measured reliably.

Current liabilities are the liabiities that must be paid within a pericd of up ta one year,
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& liability should be classified a5 a current kability, also known as short-term liability, when:

a) 1t iz expected to ba settlad in the ordinary course of the Group aperating cyele: or

b} itis primarily held for trading, .

ey itis due to be settled within 12 manths after the balance sheet date;

dl the Company dogs not have the unconditianal right to postpone the settlement of the liability

for at least 12 months from the balance sheet data.

All the other iabilities must be classified as non-current liabilities.
* Liabiities are presented at amortisedcost. =~~~
Defarrad income classified as non-cumrent liabilities are discounted using the effective interest rate
method. The discount rate used {o this effect is the rate determined according to the company's own
proceduras |
The Company derecognises a liability when the contractual obligations are performed. cancelled or
expired.
If the goads and services supplied in relation to cumrent activities were not invoiced but the delivery was
made and their value is available, the abligation in question is recorded as a liability .
The amaunts representing dividands atributed from the nat profit for the reporting period ara racorded in
the following year within the retained earnings, to be camied as dividends payable following the approval

of this destination by the general meeting of sharehclders.

Current income Lax

The current tax payable is based on the taxable profit for the year The tax profit is different from the profit
presented in the profit and loss account because it excludes items of INCome or expanses that are taxabls
or dedustible in other years and also excludes the items that will never become taxable ¢ deductible, The
liability of the Group in relation to the current income tax is calculated using the tax rates provided for by

the law or a draft legislative instrument at the end of the year.  Currently, the tax rate is 16%.

Deferred tax _

The deferred tax is created by analysing  the ternporary differences of astets and liabilities. The tax loss
carried forward is included in the calculation of the deferred tax asset A deferred tax asset is recoqnised
only if it is considerad prabable that there would be sufficient future tavable profit after the offeet with the
tax loss carry forward and the recovarable income tak

Deferred tax assets and deferred tax liabilities can anly be offset if the entity has this legal right and they
relate to the income tax levied by the same taxing authority.

Revenue recognition
Revenues are measured accarding to |AS 18 — Revenue, at the fair value of the consideration received or
receivable. Revenue ig written down accordingly by the estimated value of the goods returned by

customers, discounts and other similar items.

23



5.0 ELECTROMAGNETICA S.A.
EXPLANATORY NOTES TO THE SEFARATE FINANCIAL STATEMENTS
FOR THE YEAR GLOSED ON 31 CECEMBER 2015
(alf tha amounts are expressed in RON, unless otherwise specifiad)

Sale of gopde

Revenue arising from the sale of is recognised when all of the following criteria have been satisfied

« tha Company has transferred to the buyers the significant risks and rewsrds of awnarship;

+ the Cornpany retains neither contineing managerial invelvement to the degree usually associated
with ownership nor effective contral over the gaods sald

* the amcunt of revenue can be measured reliably,;

vit is probable that the economic benefits assaciated with the transaction will flow to the entity; and

 +the costs incurred or to be incurred in respect of the transaction can be measured reliably,

Revenue from the current activities is recognised when it is probable that any future economic benefits
will fiow to the Company and the amount of these benefits can be measured with reliability.
The amount of the revenue derivirg from a transaction is usually determined by the agreement of the
entity and the buyer ar uger of the asset Revenue is measured at the fair value of the consideration
received or receivable, considering the value of any commercial discounts and quantity rebates granted.
The coansideration consists of cash or cash equivalents and the amount of the revenue is the amount of
the cash or cash equivalent received or receivable. Hawever, when the inflow of cash or cash equivalents
is deferrad, the fair value of the consideration can be inferior to the nominal amount of the cash received
of receivable,
This situation also applies to supply contracts with supplier credit facility it the Company can offer to the
buyer an interest-free credit or can accept fram the latter trade instrumeants with a below-market rate of
interest as consideration for the sale of goods.
For the commerzial contracts concluded as deferred payment supplier, the difference between the fair
value and the nominal amount of the consideration is recognised as interest income. The fair value of
the consideration is determined by discounting all the amounts receivable in the future using an im'plicit
interest rate. .
The Company chose to use the interest rate determined under an internal procedure to discount the

amounts recaivable in the future,

Randaring of services
When the result of a transactian that involves the rendering of service can be estimated reliakly, the
revanue associated fo the transaction must be recognised depending. on the trangaction stage of
camplatian at the closing date of the reporting period. The result of a transaction ¢an be estimated with
reliability when all the conditions belaw are mat:

+  the amount of revenue can be measurad raliably;

+  itis probable that the economic benefits associated with the transaction will flow to the entity;

« the tfransacton stage of completion at the balance shaet date can be measured reliably;

»  the costs incumed, or ko be incurred, in respect of the transaction can be measured reliably.
The Company uses the "percentage of completion method” to recognise the revenue depending an the

transaction stage of completion. According to this methad, revenue is recognised in the accounting
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perods of the rendering of senvices. The recognition of revenus on this base pravides useful information
an the shares of the rendering of services and its results during a period.

The revenue is recognized only when it is probable that the econamic benefits associated with the
transaction will flow o the entity. When the collectakility of an amount already accounted for as revenus
is uncertain, the amount that can no longer be collected or the amount the collection of which ceased to
be probable is recognised az an expenze rather than an adjustment af the initially recognised revenue
amalnt.

When the result of a trarsaction that involves the rendering of services cannot be reliably estimated, the
revenue mugt be recagnised only to the extent of the expenges recognised that are recoverable,

The revenue fram renting activities is recognised on a straight-line basis in the profit and loss ascount

over the duration of the rental agreement.

Dividends and Interast

The revenue arising from dividends is recognised when the shareholder's right to receive payment is
estahlished. The revenue is recorded at the gross amount that includes the tax an dividends, which is
recognised as 8 current expense in the pedad in which the distribution was approved.

The revenue arsing from interest is recognised bazed on an acorual basis, by reference o the
autstanding principal and the affactive interast date, the rate that exacty discaunts the estimated future
flowes of the amounts receivad.

Provislons
Provisions are recagnised for presant obligations to third parties when it is probable that the obligat cn will
be seffled and the settlement amount can he estimated reliakly. Frowsions for individual obligations are
settled af an amount egual to the best estimate of the amount necassary 1o satlie the obligation,
Provisions are grouped by categories and are recognised for;

a) lawsuits;

b) guarantees to custamers,

(] dismantli'ng of tangible assets and other similar actions related thersts, _

d) restructuring;

&) employee benefits;

fy pther provisions
When the reviaw by the management together with the legal advisors of the chances for the Company to
lose a lawsuit leads o the conclusion that the eslimated probability for leszs is higher than 51%, a
provision is recodnized at the reliably estimated amount,
Provisions for guarantses to cuatomers are recofhised depending on the estimates of the management

and the sales, technical and quality depaniments on the level of expenses incurred for repairs durng the




5.C ELECTROMAGNETICA S.A.
EXPLANATORY NOTES TQ THE SEFPARATE FINANCIAL STATEMENTS
FOR THE YEAR CLOSED ON 31 DECEMBER 2015
{all the amounts are expressed in RON, unless otherwige specifled)

warranty period. The level of experses incurred for repairs during the warranty period is determined as a

pereentage of the tumover for the reporting year.
Prowvisfons for restructuring
The implicit restructuring obligation gccurs whers an entity;

- has i place an official detailed restructunng plan that ‘presents: the activity or part of activity it
refers to, the main locations affectad, the localion, position and approximate number of emplayses to
receive compensation for the termination of their activity, the expenses involved, the date of
Implementatmnuftherestructerg plan e T T

- has generated the reasanablz expectation of the affected parties that the restructuring will be
parformed by starting the implementation of the restructuring pan or the communication of its main
features to those affected by the restructuring process
The restructuring provision only includas the expenses directly related to the restructuring.

Fravisions for employvee benefits

Are recarded during the financial year for annual leaves not taken or other Ic-ng-terrh employee bensfits
{H previded for in the labour contract). Upen their recegnition as liabilities to employees, the amount of
provigions Will be carried in the corresponding revenue accounts.

Oher provigions

If liabilities of uncertain timing or amount that meet the .conditions of the recogniticn of provisions
according to 1AS 37 are identified but not found in any of the ahove categories, other provizions are
recorded.

At the end of =ach reparting period, the provision is remeasured and adjusted to represent the best
present estimate. When the analysis shows thal the cutflow of resaurces embodying economic benefits to
settle the obligation is no longer probatbile, the provision must be cancelled.

The Company does not recognise provisions for operating losses. The forecast of operating losses
indicates that certaln operating assets can be impaired, in which case these assets are tested in

accordance with |1AS 3€ - Impaiment of Assets.

Employee benefits

The clligatiors representing short-term employee benefits are not discounted and are recognized in the
statement of profit or lose and ather comprehensive income as the related service is rendered.

The short-term employse benefits are wages and salanes, bonuses, and social security contributions.
Short-term benefits are: recoghised as expense in the period in which the services are renderad.

The Company makes payments on behalf of it employess to the Romanian public pension system, the
health fund and the unemployment fund in the crdinary course of husiness.

All the Carmpany employees are enrclled in and required to contribute ta the Romanian public pension
system. All the related contributions are recognised in the profit and loss account far the periad in which
they are paid. The Company does net have ather additional obligations.
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The Company is not involved in any independent pension scheme, therefore it does not have any

obligations in this regard. The Company is not involved in any post-empioyment benefit schame. The
Company does not have any cbligation to praovide subsequent services to former or present employees.
At present, the Company does nat grant employee benefits in the form of profit sharing.

Currently, there is no plan providing for the Company to grant benefits in the form of enlity shares (or
gther equity instruments).
BTGl 6 Tosa for thi pefod e e e e e e
The profit or loss is accountad for cumulatively from the beginning of the financal period.
The prafit or loss for the period is determined as the difference between the income and expenses of the
period.
The final profit or loss for the financial period is determined upon closure and represents the final balance
of the profit and loss account.
The profit is distributed under the laws in force. The amaunts representing reserves set up fram the profit
of the current financial period, under applicakle legal provisions, such as the legal reserve established
under Law no. 31719490, are recorded at the end of the current period. The accounting profit remaining
after this distribution is carned forward at the beginning of the financial period following the pericd for
which the amnual accounts are prepared, in the account 1171 - Profitloss carried forward, and is -
distriouted fo the other destinations decided by the general meeting of sharghelders, in compliance with
applicable |legislation. The destinations of the accounting profit are accounted far after the general
meeting of shareholders bas aporoved the profit distribution, by the recording of the amounts

representing dividends due to sharsholders, reserves, and other destinations, under the 2w,

Eamings per share

IAS 33 — Earnings Pear Share stipulates that the entities which present both the censclidated financial
statements and the separate firancial statements are requirad o present the earnings per share only on
the basis of the consalidated information. f the entity chaoses to present the earnings per share based on
it= separate financial statements, it is required to prasent the information about the earnings per share
anly in the statement of comprehensive income. Bn this case, it is not necassary to present the earnings
per share in the consolidated financial statements.

The company chose ko present the garnings per share in these separate financial statements.

The Company presents the basic earnings per share ("EPS”) far its ardinary shares. The hasic EPS is
calculated by dividing the gain of loss attributable to the holders of ordinary shares of the company by the
weighted average of the outstanding ardinary shares during the penod.

The weighted average of ordinary shares outstanding during the period = the number of shares
outstanding at beqginning of period adjusted by the number of the shares redeemed or issued during the
period mutiplied by a time weighting factor.
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The time weighting factor is the number of butstanding days of the sharss, calculated gs percentage of

the total number of days of the period.

Legai reserve .

According to Romanian legislation, the entities must allocate an amaount at least equal o 5% of the profit
before tax to the legal reserves, urtil the reserves reach 20% of the share capital. When this level is
reached, the entity can make additional allocations exclusively from its net profit. The |egal reserve is

- deductible within the limit of 5% of the accounting profit, before the determination of the income tax.

Reporting by pperating segments
An operating segment is a separate compenant of the Campany, which is engaged in activities that couid
generate revenues and expenses, including revenues and expenses related to the transactions with any
of the other components of the Company, and is exposad to risks and benefits that are differsnt from
thase of the other segments. The main format for the Company's reporting by cperating segments is
representad by the segmentation by activities.
As the shares of the company are traded on the Bucharest Stoek Exchange and as it applies IFRS. the
entity presents in its annual accounts and the interim reports prepared according to 1AS 34 - Intarim
Financial Reporting, information about the oparating segments. their preducts and -services, their
geoagraphical areas af activity and their main customers.
According to IFRS 8 - Operating Segments, an operating segment is a companent of an erﬂjt‘y;

that engages in business activittes from which it may eam revenues and incur expenses

fincluding revenues and expenses relating to transactions with other components of the

same entity);

whose cperatirg results are reviewad regularly by the entity's chief cperating decision maker

to make decisions about resources ‘o be allocated to the segment and assess itg

performance, and

+  for which discrete financial information is available.
Considering the criteria for the identification of aperating segments and the quantitative threshalds
described in |[FRS 8, the company :dantified the following operating segments for which it presents
separate information:
v licensed activity — electricity supply and production.

«  Unlicensed activity;
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 mainly due to the recorded revaiuation of lands.
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. TANGIELE ASSETS

At 31 December 2015, the Company revalued all lands.

The revaluatich was parformed by a company autharised by the MNational Association of Romanian
Waluers (ANEVAR).

According to the revaluation report. tangible assets increased by a total of 16.218.110 |ei.

At 31 December 2015, the tangible agsels raiged by ° 7% compared to 31 December 2014, which is
The inflows of tangible assets consist of modemisation of the company's premises and purchases of
plant and machinery and revaluation of lands.

The outflows of tangible assets consist of sales, discards, revaiuatian decreases.

To .secure the guarantee agreements and the loan contracts signed with the fingncing banks, the

company mortgaged the assets below, in favour of the said banks, as follows:

Name of the asset Gg:t'::l?t | Fi"a"l;: ;:E
1. Land com. Domnest, lifov Gounty = 67.713,56 m2 a;f:g”mae"n‘i BCR
2 Land com. Moara Viasiei, Ilfov Caunty = 70.469 m2 a;fje”ma:n‘i BCR
3 Land str. Mitropolit Filaret 35-37 sect. 4 Bucharest = 1,505 m2 a;f;;na:n‘i BCR
4, Land str. Veseliei nr. 19 sect. 5 Bugharest =18.095 m2 a*g‘f:;ma:ndt . BCR
5. Buildings fcadastral parcels no. 13,14, 16) Loan BRD

Calea Rahavei 268-2688 Sactor & Bucharest

The tangible assets also include assets assets acguired by dovernment grant and used in lksnsed
activity ih one of the small hydropower plants located in Broding Suceava County . The net camrying
amaunt of the investment at 31 December 20156 of 16.427.078 lei, of which 5.226.39¢ lei subsidized
amount. For 2014 the net carrying amourt of the investment at 31 Decembear 2014 was 17.035 927 |ei of
which 5392 305 lei subsidized lei.

The company iz involvad in lawsuits for the recovery of possession of land and has set up a provision for
iitigation in the ameunt of 955.808 lei (note 18). '

During 2015, the amount of 582 629 |&i was transferred to revenue following the court arder by which

gome of the grpund  in street Petre |spirescu was lost.
INVESTMENT PROPERTY

The company owns praperty that is fully used for rental. All the rental agreements have an initial duration
of minimum one yaar. Further extensions are negotiated with the tenants, The cbligations of the parties
with regard Lo repairs, maintenance and improvements are set forth in the centracts.

BEY



5.C ELECTROMAGNETICA 5.A.
EXPLANATORY NOTES TO THE SEPARATE FINANCI|AL STATEMENTS
FOR THE YEAR CLOSEC ON 31 CECEMBER 2015
{all the amounts are expressed in ROM, unless otherwlse specifled)

According to 1AS 40, this category of property is recognised as invessment property. The Company

selected the fair value modeal for the presentation of investrnent property in its financial stataments.
At 31 December 2015 the investment property is structured as follows:

_ Year 2014 Year 2013
Balance at 1 January 907.24% 907.248
Inflows, of which; 39.935
- = e o= .___frmmmvaluatlun - en mes - P— P—_— e s mm s o e o e — - e m m = aem a o sres e ms _.... . ——ma aa e s o e - . .‘..... P
Outflows, of which: - -
from revaluation o - -
Balance at 31 December 947183 207.248

The increases of value are the resuit of some upgrades made.

The revenue arising from the investment property in 2015 amounts to 1.381.075 lai and covers the
gxpansss incurred by the owner.

The Company holds other rented spaces within buildings used in conjunctian with ather activities. These
are not classified as investment property because the sharz in total revenues is insignificant. Also in
most cases these spaces can not be taken separately .

We mention that there are no restrictions on the fevel of realisation of investment property or the transfer
af revenueg and proceads from disposal.

INTANGIBLE ASSETS

intangible assets include software, licences and various software applicatians. They are amorised using
the straight-line method.

In the statement of financial position. they are presented at historical cost less amortisstion and
impairmant. In 2015 was recorded the gassation of the old information system and other licenses in
value of 83,347 lei.

The increase of intangible assets is mainly due o the purchase and putting inte operatian of the new
integrated infarmation system.

The useful life was =stimated at 3 years for most of the intangible assats. The information systam will be
amortised over & years.

The situaticn of intangikie assets at 31 December 2015 was:
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Concassions Other Intanglble
patents intangible agsets n
Cost licences aszals progress Total
At 31 Dacembar 2014 124.025 2,035,832 128.228 2.488.085
Inflows Ti654 171 460 431 825 675.729
. Ouflows _ _ _ .. B5e4T : _BArasny 882688y
Transfers - - ' - -
At 31 December 2015 12132 2.207.29¢ 12.701 . 2.532.125
: Concessions Other Intangible
Accumulated patents intangible aasets in
amortisation licences aggais progress Total
At 31 December 2014 224.928 444,360 - £69.208
Amortiastion for the year 48 860 £21.467 - 70227
Accumulated )
amaortisation for outflows 85547 - - (a5.547)
At 31 December 2015 188.241 955827 - 1.154.063
Concessions Cther Intarglhble
Allowances for patents intangble assete In
impairment licences assets progress Total
" AL 31 December 2014 - 30.000 - 90,000
Allowances for
impairment recognised in
prafit or loss - - - -
Reavergals of alowances
for impainment
recognised in profit or
lass - (90.0am - (50,000}
At 3t December 2015 - - - -
Met carrying amount
Al 31 December 2014 94,007 1.501.472 128.228 1.728.7%7
AL 31 Decamhber 2015 123.891 1.241.465 12.701 1.378.057
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INVESTMENTS IN RELATED ENTITIES

At 31 December 2015, the company classified its investmeants. in related entities amaunting te 3.087 808
lai as financial assets avaitable for sale, according to |AS 39,

Mone of the companies in which these investments are made is quoted on a stock exchange. The

investments are measurad at cast and assessed for impairment annually. To determine impaiment, the

" management Uses a saries of judgements and considers, along other factars, the duration and the extert
tu which the investment amount at the reporting date is inferior fo its cost; the financial health and the
short-term prospects of the refated company, the technelogical changes and aperational and financing
cash flows.

At 31 December 2015, the management of the company assessed the financial investments for
impairment. Following the analysis, the recoverable amount of the investments is higher than their
carrying amount and no impairmeant expenses weare recardead.

The details of the Company's investmants in subsidiaries at 31 December 2015 are:

Dwnership and

Name of subsidiary i o veting right Value
percentage {%)

Electromagnetica Galstar SEL 2850 100% 3.t26.198

Electromagnstica Prestsery SRL 285 88.333% 28530

Electromagnetica Fira SRL 799 99 875% 79,970

Procetel S5A - 42 483 86.548% F32.028

TOTAL : 3.867.605

These companies will be included in the consahdated financial statements.
OTHER NON-CLRRENT ASSETS

This category mainty includes the perforrmance guarantees granted to customers, which were classified
as non-current according to the respective contracts. These amount to 1,111,417 lei. The same category
includes the green certificates that were delayed undet GED no. 57/2013. amounting to 1.133.486 lai.
These assets are measured at cost and are assassed for impairment anrually.

At 31 December 2015, the performance quarantees are divided into eyrrent and non-cument, as follows:

Total Under one year Over bha vear

Performance quarantees 2,125,021 1.013.604 1.111.417
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a INVENTORIES

31 Decambar 2015 31 December 2014
Raw materials §.003.020 B5T3T23
Consumables 1.200.688 1137727
Finished goods 3.203.782 4.312 978
Work in progress 2.537.285 3.243.754
Other inventoriss 1.377.809 2465405
Alowances for the impaiment of inventories {1.170.080} {796.836)

by 17, - | Rt £ vt ] - _1_5..53.6.949 e e

In ather stocks are found objects and materials inventory and finished goods in custocy from third paries.

The movement of allowances far the impairment of inventorias is as follows;

2015 2014
Balance at beginning of year 796 636 351.477
Allowances during the current year Ji3.444 4435158
Balance at end of year 1.170.080 ' 796.636

Allowances were recorded in the amount of 391,925 le: for raw materials with no moving or slow moving
ones, and ¥75.155 lei for finished goods.

The company did not pladge inventory items to securs iabilities.
10 TRADE RECEWAEBLES

Receivables are recorded at nominal value and are accounted for in the cost accounting for each natural
or leqal person. The receivables denaminated in fargign currency were measured based on the exchange
rate appliceble at the end of the period and the exchange rate difference was recognised as income ar
expense for the period.

Liguidity period

31 December 2015 under 1 year over 1 year
Intemal trade receivahbles 48.459.210 43.017.038 3442171
Extemnal trade raceivables 4.542.562 4 542 562
Estimated trade receivables 4 9517490 4 951 790
Alowances for the
impairment of trade _ {1,497 B9R) {1.497 A58}
raceivanies

Met trada receivables 54.455.664 51.013.493 2447211
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Liquidity period
31 Decermbar 2014 un<fer 1 year over 1 year
Intermal trade receivables 03341 822 aAT.011.338 13.330 484
External trade recaivables 3.950.642 3.950.642
Estimated trade receivables 540 017 R40.017
Allowances for the
impainment of trade (1.451 287) (t.441 287
recaivabiss
""" "Net'irade receivabies = T E3.5u0.194 T Taposs i T13.330 454
The movement of sllowances for the impairment of trade receivables is as follows:
_ 2015 2014
Balance at beginning of year 1.451. 257 1.422.973
Impaimment allowance recarding-reversal 59.086 48 087
Impairment allowance write-down ' (12.425) (19.743)
Batance at end of year 1.497.Ba9B 1.454,287

The Company pregents in the categaory of receivables with liquldity period over 1 year the amounts arising
frarm the purchase or service contracts concluded with customers under a supplier credit facility.

The balence of trade receivables from customers at 31 December 2015 was §.642.971|ei and represents
promissary notes issued by cusiomers in favour of the company under the contracts concluded.

At 31 December 2015, the doubtful accounts and disputes amaunt to 1.501.900 |ai {fat 31 Cecember
2014 they were 1.514.385 lai).

The Company did nat recerd sgnificant amounts related to receivables uncollected within the period
provided for in the centracts with customers. The impairment recorded refers to amounts not collectad
from doubtful accounts or disputes for which a risk of failure to collect was estimated according to the
policy adopted by the company.

The accounts receivable collection period has raised in 2015 to 52 days, compared 10 4G days in 2014,

1t OTHER CURRENT ASSETS

3 December 2015 3 December 2014
Debiors 348 835 592,503
Accrued expenses 1,385,572 1.946402
Suppliers dsbtors 431 748 2321197
Other assets 210,082 1.400 085
Total 2.466.017 §.350.202

The accrued expenses of 1.385.572 lei mainly consist of rent paid in advance, insurance premiums far
the civil liakility of directors and various subscriptions,
Other assets also include the value of the VAT not due from invoices of suppliers who apply VAT

collection system.
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12  FINANCIAL ASSETS MEASURED AT FAIR VALUE THROUGH PROFIT OR LOSS

In the group of financial assets measured at fair value threugh prafit ar loss the company includes shares

traded (Level 1 inputs - determining fair value)

Year 2015 Year 2014

Initial balance at 1 January 44.800 407 478
o .. pflowsguoted.shares .. ._..._._d8¥Me28 _ _______ 2238148 _ __ _ _
Outflows quated shares 1.509 348 2687 424
Final balance at 31 December 457.080 44.800
13 CASH AND CASH EQUIVALENTS

Year 2015 Initial balance Final balance
potty cash 42 618 4. 563
current angounts with hanks 28.181.938 12.888.674
cash equivalents 1.734 £.551
Total 29.226.288 13.890.488

14 SHARE CAFITAL

The ahare capital subscribed and paid up is 67.603.870 lei, divided into 678.038.704 shares at nominal
valug 010 |eifshare, fully paid-up,
The structure of the shareholders that own over 10% of the share capital at 31 Decamber 2013 is!

31 December 2015 31 December 2014

SHAREHOLDER NO. OF SHARES %,  NO.OF SHARES %,
PAS Electromagneti

Mssmi;"t%n” agnelica 200.302.763 20,6269 200.302.763 29,6259
SIF Oltenia SA 170.648.321 25,2421 168.510.083 24,0261
Natural persons 195 457633 28,8122 196.184.794 29,0158
Legal persons i00.831.081 16,2188 111.041.064 15,4255
Total 676.038.704 100 676.038.704 100

The Company does not own bonds, redeemable shares or other portfolio securities.
15 RESERVES
There have not been changas during 2015 in the legal reseﬁ.res due 1o the loss recorded by the company.

]
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The allewance for inflation following the application of 1AS 29 o this reserves amounts to 48.736.827 lei,

which is retained at 31 Bacember 2015,
Revaluation reserves amount to 97.048.477 lai at 31 December 2015. They increased compared to the
balance at the beginning of the year beause of the revaluation of lands.

. 2015 2014
Balance at beginming of year 77333251 70,2597 662
Increase 24700107 274,098
—_— - .Bmea.se_._. o -{WEB: B'E 1.]__....___._.. — .._{2_23&.50?} f e e

Balance at end of year 97943 477 77.333.251

The decreass was due to the transfer of the revaluation reserve to retained 2arnings following the discard
of assets ar as these were depreciated.

At the end of 2015 the company has other reserves amaunting to 57 312,841 |ei of which reserves far
oW sourees of founding represent 98%.

The increase is dus to the distribution of the profit for the year 2014.

2015 2014
Batance at beginning of year 52 B0 458 40,143,565
Increase 4.503.383 12 G55.6892
Decrease - -
Balance at end of year 57.312.841 52 805.458

1€ RETAINED EARNINGS

At 31 December 2015 the profitfloss caried forward anging from the transfer of reserves from revaluation
related to the depreciated or discarded assets represents accounting profit of 3977121 lei. Of this,
559.280 ei reprezent the revaluation regerve from the lost land from Petre Ispirescu street
Of the net profit for the year 2014 of 7.578.651 |ei, the following amounts were distributed in 2015
according to the decision of the general meeting of sharehalders of 30.04.2015: '

s«  371.123 lei legal regerve

v 4503383 lei own sources of funding

v 2704155 lei dividends (0,004 leifshare)
The loss of the year 2015 of 22.716.828 |ei had resulted fram the licensed activities {note 28).

17 INVESTMENT SUBSIDIES
Total under one year OVET ONE year

investment subsidies 5226.399 183219 5.063.180

In 2012, the Company benefited from an investment subsidy of 5.997.785 let granted for the
modemisation of the micre-bydroslesttic plant in Brodina {Suceava), which will be transfarred to revenue
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cancomitantly with the recarding of the amortisation of the non-current assets purchased under thig

praject.
18 PROVISIONS

Balance Inflows Outflows Balance
Name 01.01.2014 (setup) (cancellation) 31.12.2014
Provislons for lawsuits s e 1.548.437 (692629) 955808
Provisions far performance guarantess fa 1.090.000 1.532.038 (994.008) 1628030
customers ) ' ' ' ' ’ '
Provisions for liakilities and charges 4500 9021308 - 9.025803
Pravision for annual leave not taken 115.000 561.299 {115.000} 061,389
TOTAL 1.2098.500 "12.663.182 (1.701.637) 12.171.048

14

The Company has concluded contracts for the supply of lighting units with warranty, for long pericds, L2
2 - 4 years. The contracts do not pravide for a percentage or amount of the perfomance guarantee,
therefore it cannat be quantified. At the end of sach year, the costs incurred for the products within
warranty are analysed and the provision is made according to the estimates.

The compary is in litigation to claim some land and it has recprded provision for lawsuits amounting to
855808 lei.

During 2015 it was recorded a revenue of 592,629 lei. due Lo deciéioni court by which some of the
ground on: Petre |spirescu Street was lost,

In January 2016 on the website of the Competition Gouncil it was published a statemant anrnouncing the
sohclusion of the investigation about  the alleged cartel in the production and sale of glectricity and the
company waz fined 9.021.208 lei. Until the completion of these financial statements the company bas Bt
received a formal decision in this regard . and the management has applied the principle of prudence and

recorded a provision at this value,

TRADE FAYABLES AND OTHER LIABILITIES

31 December 2015 31 December 2014
Internal trade payables 10.881.570 12.824.861
External trade payables 4471777 1.645.508
Estirnated trade payables 8644 304 11.318.300
Total 22,097,656 25.788.660

31 Decembar 2015 31 Decemhber 2014
Advances received from customars 1.580.5790 10448 B4
Salanes and sccial security contributions 2.903.503 2645037
Deferred income 2.787.366 2.455,105
Other liabilities 6. 186135 622711

Total 13.46G6. 583 25.075.654
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Liabilties are recorded at nominal value and are accounted for in the cost acesunting for sach naturzl or

legal person. The lizkilities denominated in foreign eurrency ware measured based on the exchange rate
applicable at the end of the period and the exchange rate difference was recognised as incame ar
expenss far the periad
The liability settlernent period decreased to 25 days in 2015 compared to 44 days in 2014,
The Company does not have sigrificant outstanding trade payables. '
The Company dogs not have outstanding liabilities to employees and the state budget; the amaunts
T presented represent liabilities for December 2045, which are paid on the dug date i January 2016.
The Company did not have long-term Inang at 31 December 2015,
The Company has several loan contracts approved at 31 December 2015. Their situation is presented in
Note 30 ko these financiai statements. There were no oulstanding liabilities related te repayable loans at
31 December 2013
Long-term loans only include guarantzes receivad from tenants, VAT fo be paiﬂ and other taxes.
The guarantees received at 31 December 2015 amount to 2.703 773 tei and will be reqularised under

the contract terms.

Total Under one year Over gne year
Guarantees received 2708773 1./01.153 1.017 620
20 DEFERRED TAX
Deferred Deferred Defarred Deferrad
tax ' tax tax tax
Yoar 2015 assets at assetg at  liabilitles at  liabilities at
01.01.2015 31122015 01.01.2015 31.42.2015

1.267.548 1.313.439

Tangible assets -

Receivables and other assets 268,124 224,380 - -
Tax-sxempt reserves : - - 755551 870.B42
TOTAL 268124 224380 2.023.095 1.934.281

The deferred income tax resulted from different accounting and tax depreciation methads, from the
revaluation of tengible assets recorded after 1 January 2004, which are taxed concomitantly with the
deduction of the tax depreciation, as well as from interest income caollected under the supplier credit
contracts.
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21 REVENUE
31 December 2015 31 December 2014

Revenue 3B83.042.933 426,040,857
- Revenue from sold production 09 872 500 84 821382
= Revenue from sale of goods 283171430 331.218.515
Yariaticn in stogks of finished gocds
and work in progress 10 608 484 .261.516
Wik pertomied by Srtify nd caBsaa T T T T T T T AT AT T T T e Ze
Other incoms 2801413 4.556.033
- Revenue from subsidies ' 2408 527 3545 191
- Other incoma 304.886 1.012.844
Total revenue 398.1096.293 441.851.731
The revenue from sale of goods decreased in 2015 by 14,6% due ta reduced customer portofalio in the
licensed activity.

22 EXPENSES

31 Decembar 2015 31 December 2014

Expenses related to materials

313.927.055 338.381.729
- Raw materials and consumables 47,840,331 45,940,288
- Goods purchased for resale 263.514.573 289.980.353
- Electricity. heating and waler 2.453 146 2472108
Expenses related to employee 32.562.136 33.255.483
- Salaries 26.633.5903 26.439.930
- Other personnel expensas 5,928,233 §.055.553
Other expenses 50.359.40D §3.065.5B5
Fostage av7.047 456.087
Rental - 1.463 614 1.416.020
Advertiserment and sntertainmeant 955 BaT 1.198.585
Insurance 538 683 584,382
Transpott and travel 1.950.147 2.034 475
Othar operating expenses 45072 042 47 376.025
Exﬁe nses related to depreclatlon and impairment 25.141.792 10.287.549
= Depreciation 9.338.025 9.339.075
- Net impairment 15.803.766 058,473
Total eXpenses 421.990.383 435.040_346
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The raw materials and consumakles expenses increased due to changes in production structure,

increasing turmaver for unlicensed activity and increase exchange rate

Expenzes related to merchandise decreased because the volume of energy transactions decreased as
well.

The expenses related to employee decreased because of the decrease of the social insurance
cantribution from 20,8% to 15,8%.

QOperating expenses decreased by 4 % due to lower annual quota of green cerificates The expenses

~ relgted to green certificates to fulfill annual leqal quata are worth 24.994.610 lei. I
Cepreciation expense includes nat provisigning manticned in note 18 and impairment expense of land
that had been revalued (Note 43

23  FINANCIAL EXPENSES AND INCOME

+1 Dacember 2015 31 December 2014

Forzign exchange losses {522 660) f1.878.318)
Foreign exchange gains 768 710 1.927.253
Net foreign exchange diffarance 247.050 45.935
Interest expense (97.878) {12.629)
Interest income 54.277 266.704
MNet interest diffarence {43.401) 254175
Dividends received 465,494 646.643
Laosses from short-term investments {7.941) .
t3aing from short-term investmants _ g7.383 221987
Net difference from short-term investments 59.452 221.987
Other financial expensas - 93803 31.030
Dther finangial incame 523.005 1.074.750
Net difference other financial income and expenses 428502 1.043.720
Flnancial result 1.157.087 2.215.460

24 INCOMETAX

Settlement of profit before tax and incarme tax expenses in the profit and lose account:
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Indicator 31 December 2015 31 December 2014
Net accounting {loss)/profit (22.716.629) 7.578 661
Deductions {8.795.149) (10,345 373)
Mon-taxahble nsome : {3.885.333}) (14.385.2493)
Man-deductible expansas 32483872 25.001.452
(Tax Loss)/Taxable profit {3.013.239) 7847 147
Tax loss from previous years - -
T T R 11 1 7 T
Income tax reduction - {13.048)
Income tax due at end of pedod | - 1.242. 485
Incoms téx paid during the year - {1.927 363)
Income tax payablefrecoveralble - (684253
AVERAGE NUMBER OF EMPLOYEES
Evalution of the average number of employees:

31 December 2015 31 December 2014
Management 56 od
Administrative 2684 264
Production _ ' 285 304
Total B1% 626

The high qualification leval of employees enabed the company 0 camy out sustained research and
 development activities. The evolution of the employes structure by the level of gualification:

: 31 December 2015 31 December 2014
Higher education K 37% 349%
Secondary education _ 36% 36%
Technical education 3% 3%
Yoeational and qualification 24%, 7%
Average number of employees g8148 625

The axpanses incurred for salaries and related taxed in 2015 and 2014 are!

31 December 2015 3 Dacember 2014
Expenses related to salaries 26.633.903 26.438.830
Expenses related to social security confributions 50928233 6.B55.543

Total 32.562.136 33.295.493

The Campany does nat have a special employee pension scheme and contributes to the national pension

system under the laws in force.,

e T ——
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TRANSACTIONS WITH RELATED PARTIES

31 December 2015 31 Decemiber 2014
Sales of goods and services
Electramagnetica Goldstar 71.354 56.775
Electramagnetica Fire "2.874 15.454
Electromagnetica Prestsery 18.546 20.485
Procetel 26102 32574
Xotal . 2B 8FF 136288

M Decamber 2015 M Decemnber 2014

Purchases of goods and services

Electromagnetica Goldstar 202.345 208.818
Electtomagnetica Fire 539.170 558.353
Flectromagnetica Prestseny §20.225 §02.255
Procatel ' 872286 1.000.277

Total ' 2.454.026 2 370.701

3 December 2015 21 December 2014

Trade payables and other liabilities

Electromagnstica Goldstar ©14.545 Z8.584
Electromagnetica Fire 75 ACE 55714
Elecromagnstica Prestsery 5&.853 g53.478
Procetsl 1.182 -
Total 159.986 143.047

At 31 December 2015, the company did not have outstanding receivables in relation to the related
COmpanies.

The remuneratian of the members of the Board of Directors .k the financial year 2015 was 423 261 |ai.
The Company does not have contractual obligations to former managers and directors and did not grant
advances or loans to the current managers and directors.

The Company did not undertake future chligations of the nature of guarantees on behalf of its directors.
The sales ta the related companies (subsidiaries) comprise: dellvaries of various materials, rents, utilitics.
The purchzses from the related companies (subsidiaries) comprise rental, ufilties, cleaning and
transportation services, fire prevention and extinction services.

Procetal 54 is a joint stock company with registerad office in Calea Rahowei 266-268, Bucharest, secor
5. reqistration number with the Trade Register J40/10437/1851, Tax 1D 406212, tel: 031.700.2614, fax;
031.700.2616; its main object of activity is ather research and experimental development on natural
sciences and enginzering (MACE code 7213). It carries out renting activities.

Electromagnetica Goldstar SRL is 3 limited liability company with registered office in Bucharest, Cales
Rahovei no. 266-268, sector 5, registration number with the Trade Reqister Office attached to Bucharest
Trbunai 140/12829/1991, Tax 1D 400570; its main object of activity is the manufacture of communication

efuipment (NACE code 26300 It carries out service and warranty activities for communication equipment,
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Electromagnetica Prestsery SRL is a limited liability company with registered office in Calsa Rahovei no.
2B6-268, sector &, corp 1, etaj 2, axele A-B, stalpir 1-2, registered with the Trade Register Office attached
to Bucharest Tribunal under no, J4Q/1528/2003, Tax (D 15182750, which provides. cleaning services
{NACE code 4311).

Electromagnetica Fire SRL iz a2 limited liabllity company with registered office in Bucharest, Calea
Rahovei no. 266-268, sect. 5, corp 2, parter, axele C-D, stalpii 6 ¥ - 7, registeraed with the Trade Registar
Ofice attached to Bucharest Tribumal under no. J40415634/2008, Tax 1D 18070708, which camies out

27

28

emergency services for civil protection,

EARNINGS PER SHARE

Basgic earnings per share

In 2015, there ware no changee in the share capital structure. The basic earnings per share ara
presentad in the profit and loss account and other components of comprehensive income. [t was
calculated as the ratio of the net prefit related to ordinary shares and the weighted average of outstanding

ordinary shares.

31 December 2015 31 December 2014

Met (loss)/profit attrioutable to the shareholders of the

Company (922.812) 7808 902
Average weightad number of ardinary shares E76.038.704 BYE6.033.704
Earnings per share (0.0014) 00118

Loss atftributable 1o shareholders is significantly influenced in its dewnward by the revaluation amount
recorded as reserves of land (Note 4).

Dilutett eamings per share

Ta calculate the diluted eamings per share, the company adjusts the profit attributable to the ordinary
ghareholders of the parent and the weighted average of outstanding shares by the effects of all the
potentially diluting ordinary shares. For the years 2015 and 20114, the company records the basic
earnings per share as equal o the diluted sarnings per share as there are no certain securities that could

be comverted into ordinary shares in the future.
INFORMATICN BY OPERATING SEGMENTS

The Company used as the aggregation criterion for the reporting by operating seqments the nature of the
requlatory framework ard identified the following operating segments for which it presents separate

information:

s Licensed activity — electricity supply and praduction
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+  Unlipensed activity

The information by operating segments is reported according to the activities of the Company. The aszets
and liabilittes by operating segments include bath the items directfy atiributaile to thosa segments and
the items that can be allocated oh & reasonable basis.

Year 2015 Unlicensed %o Total Llcensed % Total Total
activity Company agtivity Campany Company
Netprofit ... 4372184 _ 1000  _{(27.288.812) T 22716 B2B)
Tetal assets 224,792,644 709 82.071.305 28.0 315862 040
Tetal liabilities 20.294.198 a5z 3R.327.488 64,2 55.621.684
Customer revenue 98 1R8.623 256 284 855,316 74,4 383,041,033
{nterest income 4277 100 - nta 54 277
Impaiment and :
depreciation 7770293 30.9 17.371.489 691 2514+ 792
Year 2014 Unlicensad % Total Licansed % Total Total
activity Company activity Campany Company
Met profit _ 5.150.3041 68,0 2.428.360 32,0 7578651
Total assets 139.410.70 431 184 004 408 h&.9 323.415 157
Total lizhilities 24 621657 414 24867451 088 50489 118
Custamer revenue 02,717,184 21,3 333.223.733 - 782 4256 040 827
Interest incoms 268,704 100.0 - nfa 266 704
Impaimment and
depreciation F.317.967 1.1 29759582 28,9 10.2897 549

Licensed activities

Electricity supply services

The supply of electricity is regulated by ANRE. The company has been licensed az a supplier since 2001:;
the licence was renewed in 2013 under the provisions of the new energy law (Law no. 1232012) for
another 10 years. i

Supply of electricity was conducted in a difficult environment marked by changes of requlation and of
behavior of producers and consumers af electricity. In the first half of 2015, an the background cf falling
prices an the Next Day Market (PZU) under pressure of high energy preduction fram renewable sources,
the Company was faced with customers willing to renegotiate prices of supply.

Therefare, in the first half of the year, the trend of the selling price has been une of decling, which has not
been accompanied by a similar trend in the purchase price, as the contracts for this period wers
concluded eanier, which caused the loss. In the second part of the year, market combination in Romania,
Hungary. Slovakia and the Czech Republic and especially the elimination of tariff injection for energy
exparted lad to maintaining high levels of exports to neighboring countries and also bringing prices of

PZU Opcom market similar in Hungary (Hupex), most of the time. Therefore, the costs of the Acguisition
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of PZU  PCCB and OTC rose after 1 July 2015 by aligning to the regional market prices, decreasing
domestc praducers supply (higher exports) and increased consumption for air conditioning in summer.
We also mention high vanable costs in the balancing market caused by the large compaonent aof
renewables in the production structure at the national level but also highly opportunistic behavior of
producers who have access to the balancing market .

In this risky environment, the Company pursued customer portfolio restructunng, qgiving up those
producing imbalances and those who had late payment of invaices.

Abthe same fime, the Campany pursued the opiimiZation of eXpiensss artasmnsd by balanciig cost by 7777

transferring these costs, in some cases, toa third Balancing Respohsible Party |
Anather aggregate risk cantrol measure was diminishing exposure on green certificates through the
termination of long-term purchase contracts from renewable snergy sources, taking into account the
uncertainty in valuing green certificates (CY postponed; the exemption of large consumers from paying
C\V] .
In 2015, about 11% of the green cerificates neceszsary for the entire portfolia of supply customers were
covered by the certificates abtained far the production of energy by means of the company's own micro-
hydroelectric plants.

. The tumnover related to the energy supply activity decreased by 14,5% due to the restructuring customer
pertofalia, 2 frend that will continue in the next penod.

Production of electricity from renewable sources

Eneryy production is regulated by ANRE, the company has been a licensed producer since 2007

In 2015 no investmants were nesded in the ten smal hydropower plants in Suceava River basin |
because of these were modernized recently, threugh an investment program completed in 2014,

Because of the less good hydrological conditions, the electricity praduction in 2015 was of 10387 Mwh,
27% less than tha groduction in 2014,

In 2015, revenues decreased by 27,3% compared to 2014 due to the decrease in electricity production.
Wa also mention that in 2015 the GED no. 57/2013, which stipulates the trading delay of one green
certificate for each MWh produced in new micro-hydroalectric ptants has been applied.

For the year 2016, we estimate a production of 12.000 M¥Wh and 22.000 green certiicates.

Unlicensed actlvity. Maln products and production structure

LED lighting units, systems and sclutions

The production of LED lighting units nccupias the iargest share in the production of the company (42,7%
of total sales). In 2015 a declined by 14% was recorded in sales occasioned by the termination of several
rodernization prajects undertaken by large retail chains tighting. The trend of growth continues especially
an public lighting. Export sales have now a less significant sharg, The main sectors in which LED lighting

solutions were applied are:
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v Streat ighting;

+  Commercial premises {supermarkets, commercial gallerdas, gas =stations, warehouses,
stands, parks. showcases, advertising panels):

+  |ndustrial premises (plants, warehouses, etc);

- Offices; _

<« public buildings (institutions, hospitals, schools);

«  residential sector.

T The competitive  advaniage of LED lighling equipfient s dug i0 2nargy savings, [Gnd senite life {over

§0.000 hours) and minimum mainterance costs. LED lighting bodies provide quality lighting, are
grvirpnmentally friandly and generste low heat emissions. The domestic market is increasingly
considering LED lighting sclutions and it's becoming a highly competitive market,

The new range of lighting equipmeant for street is containing since 2015 optics manufacturing systems

and it provides the prerequisites for a mmpetitive presence in the marketplzace |

Elactricity distribution and metering equipment

The entire production of energy meters and metering and distribution equipment (Ener3ys systems) is
addressed to the domestic market. The EnergSys system is 2 well-established product on this market,
currently over 30 projects of installation were complated in 2005-2015. The ones initiated in 2015, already
complated or under completicn at the end of the year, are amounting to more than 58 500 of customers
served. In 2015 the production of EnergSys 3, which is  addressing beth the housebold and non-
househald consumers, was launched, The enhanced version of the system takes account of the latast
news in the international smart nstworks and the requirements of energy market regulator {(ANRE]. The
new system allows the increazing of the quality of services, operaticnal safety and prampt infarmation to
consumers through its ability to monitor, measure and transmit to the erergy distbibutor a serizs of
complex infarmation,

Tre Increase of 324 % from 2015 revenue from the sale of meters and measguring of energy syeterrs is
artually a return ko the previous level of preduction profile, after which in 2014 it had been drastically
reduced in the absence of arders fram energy distributors who heven't invested in upgrading netwarks for
a pericd. Market return was helped by the successful launch of versicn EnergSys3 .

Injecticon mould plastic subassemblies

The expansion of the customer base, both domestic and external, led to a good leveal in the production of
Injection mouid plastic subassemblies, recording however slight decrease in sales of 6. 2% compared to
2014, We notice a slightly positve export trend. Production of plastic injected parts benefit from

investments in equipment in recent years and the domestic manufacture of molds.
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Moutds
The production of tool and meld is cavering both received ordars from third parties and the necassary

intemal production of plastic injected parss . Production capacity has grown from investments made in
2013 and 2014, the expansion iz necessary for diversification of production of LED lighting and the
intraduction of new manufacturing techneologies. In this context, the related saleé were virtually stable,
with & slight decrease of 1,5 % from the previous year.

The production of low voltage electrical switchgesar {suppart far ABE fuses) was an element af continuity
in the production intended for export. This group of products represents 10, 1% of the production refated
turnever and it has recorded sales growth of 17 % compared to 2014 |

Railway traffic safety components

As the Romanian railway network is not extending and there are no modernisatien projects, the sales of
thege praducte are limited to the demand of spare parts for the maintenance of the existng railway
transpart infrastructure. Raikway traffic safety companants are among the cidest products of the company
and only account for 3,7% of the company preduction,

Other industrial products
This category includes the production of subassemblies for motor vehicles, electrical and glectronic
suhassernblics, metal works, etc.; their iotal share in 2015 was 1,8% of the sales of production activity.

Renting and utllities supply services

The company administers approximately 31.000 sq¢.m of rentable pramises in Bucharest, as well as
2.500 sg.m in Vartgju commune, lifov county. The average occupation level for the headquarters in Calea
Rahovel 266-288 was 97% at the end of 2015 and the average rental price was 8,66 auralsg.m . Far the
pramises in Varteju commune (Maguralz), the level of occupation was 82,09% and the average rental
price was 1,80 suroisg.m. '

The turnover has been maintained compared to the previous year; actually it recorded an insignificant
growth of 0.4%. given that the average rental rate dropped from 8,76 euraisq.m to 6,66 eurafsg.m. by the
adjustment of rates to the market price under the circumstances of a better occupation level. The
decreasing trend of revenues will be maintsined in the following period due to the renagoltiation of expired
rental agrezments and the reduced activities of certain tenants or their migration to premises with a lower
pricefsg.m given the increase in the offer of premises far rent an the market Given that the campany has
to follow the frends of the real estate market, i.e. the decrease in rental rates, additional efforts must be
undertaken by the company in order to mitigate the effects and maintain itself an the market by

reconsidering the facilities granted.
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RISK MANAGEMENT

The Company is exposed to the following risks:

Cquity sk

The goals of the Company with respect to capital management aim fo ensure the continuity of the
company's business to create value for its shareholders and benefils for the other stakeholders and
maintain an optimal capital structure to reduce the related costs.

the share capital, rezserves and retained earnings) and liabilities {including the luans).

The Company management reviews reqularly the capital structure, As pért cof this process, the
rmanagemeant analysss the cost of capital and the risks related to each cateqory of capital. in order to
mazintain or adjust the capital structure, the Company can adjust the dividends paid to shareholders, issue
new shares of sell assets.

The main geal of the Company with regard ta capital management is to secure and maintair a favourable
credit rating and high-parformance capital indicators,

The Company monitors capital based on the debt ratio. This indicator is calculated as the ratio of the nat
debt and the total capital employed. The ret debt is calculated as the sum af the tatal loans, total
suppliers and other liakilities (as presented in the statement of the financial position) less the cash and
cash equivatents. The total capital employed is determingd as the sum of the net debt and equity (as
presented in the financial position).

The debt ratio at 31 December 2015 was:

31 December 2015 31 Decembar 2014
Total lcans - -
Suppliers and other liabilities 34 508514 47 587 600
Less: Cash and cash equivalents (13.8080.4588) (28,2265, 258)
Net Liabilitlest{Assets) 20.617.828 19236121
Equity 260.242.265 263.926.079
TOTAL CAPITAL EMPLOYED 280.860.091 283.287.400
Debt ratio 734 % 6,83%
Credif fisk

Credit risk is the possibility that contracting parties breach their contractual cbligations resulting in
financial loss for the company. When possible and allowed by market practices, the company requests
guarantees Trade receivables derive from a wide range of customers operating in various fields of
activity and different gecgraphical areas. To counteract this Hsk factor, the company applied restrictive

policies to the delivery of products to doubtful customers. The commercial palicy aims to reduce the
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numkber of days agreed under contract far the payment of receivables by the customers of the company.

Insurance policies were contracted for fareign market receivables. Due to the increase of insolvency
cases in the aconomy, thera is a concrate risk related to the recovery of the equivalent value of products
andlor services supplied prior 1o the declaration of inso'vency; therefore, the company is paying more
attention to the creditworthiness and financial discipline of ite customers. It should be mentioned that the
currently established practice on the elactricity supply market is to pay for the energy after the month of
consumption, without adwance payments and letters of guarantee. The supply customers aof

Electromagnefica follow this frend.

25 2014

Trade receivables 54.455.664 53.390.194
Cther receivables T.922.056 7.141,129
Financial asssts at fair value through profit or loss 457 080 44 800
Cash and cash equivalents 13.800 488 28.326.288
72.060.176 88.802.411

Market nsk

The market risk consists of the risk of changes in the interest rates, exchange rate, and merchandise
purchase price.

The risk related to the ¢hanges in intergst rates is controlled due to the Gompany's investment policy
according ta which investments are exclusively covered by own scurces of funding, therefare credit iines
are only used for shart pericds.

The Company is exposed to foreign exchange rizk because the supply of materals mainly comes from
import and the share of the export increased. To limit the effect of foreign exchange, the payment
schedule was correlated with the proceeds in foreign currency, the company usualy recording cash-flow
surplus. The Company monitors and manages on 2 permanant basis its exposure to exchange rate
differsnces.

The foreign currencies most fraquently used in transactions are EUR and U3D. The agsets denaminated
in foreign currencies are represented by customers and available cash in fareign currency. The liabilities

denominated in foreign currency are represented by suppliers. At 31 December 2015, their situation is as

forlloes:

Assets Deferred
EUR 2082 a52 343.638
LSD M2.728 73.218

The analysiz of the foreign exchange risk sensitivity far a +/- 10% variaticn in the exchange rate shows
and impact on the gross result of the period of +- 1.380.180 lei, .

This analysis shows the exposure to the translation risk at the end of the year; however, the exposure
during the year is permanently monitored and managed by the Company,

a1
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The rigk of price increage is determined by the changes in the prices of raw materials and production

supplies which required a permanent review of cost prices. To maintain the profitability of certain
preducts, action was taken at the level of suppliers in order to control prices and the related technologicat
processes were improved.
Liguidity and cash fow msk
The Company cash flow department prepares forecasts on the liquidity reserve and maintains the
apprapriate level of credit facilities in order to be able to prudently manage the liquidity and cask flow

"~ rieks. To this effect, the morigage agreements in favour of the banks with which the company has open

credit lines and detters of bank guarantee were exterded to ensure that we are able to perform our
obligations IR cage of short-term cash deficit. Although thege cradit ines were seldom ascessed and at a
low rate, thair ceiling was maintained as high a3 possible, At the same time, investments were limited to
those with direct impact on the: turnaver. | the optimal conditions in terms of liquidities and cash flow were
not met, the investments were postponed or limited to the own sources of funding.

Folifical and regulatory risk

Pulitica decisions on the energy policy that are made in the absence of an assessment of their impact on
local industry represent an actoal risk for the smooth running of the company. For instance, if the state
transfers the control of the electricity distributors ta multinational campanies, the result will be a purchase
poticy for energy metering and distribution equipment that benefits the suppliers on the domastic market.
Al the same time, its activity on regulated markets such as the energy market exposes the Company to
regulatery risk. The pessible amendments to Law no. 220/2008 promaoting the production of energy fram
rengwable sources (green certificates) of its implementing rules may lead to uncertainty with regard to the
period of retum on the investments made, in progress or future.

Calamity Hsk

The production of electricity in fow power plants, without dams, is subject to destruction risk caused by
floods. Under these circumstances, the campaty concluded insurance policies to protect MHPs and
against dizasters.

Thig note pragents information about the exposure of the Company ta each of the above rigks, the goals
af the Company, its policies and proceseas for risk aszeszsment and management and its procedures for
capital management.

General framework for risk managamant

The Board of Directors of the Company has the general respansibility for the establishment and
supervision of the risk management framewark at Campany level, |

The activity is governed by the following principles:

8] the principle of delegation,

by the principle of decision-making autonomy;

c} the principle of ohjectivity;

dj the principle of investor protection;

) the principle of promotion of the developrent of the stock market
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f) the principle of the active role.

The Board of Directors is also responsible for the review and approval of the strateqic, oparational and
financial plan of the Company and the Company corparate structuns.

The risk management policies of the Company are defined to ensure the identification and analysis of the
risks the Company is confronted with, determine the appropriate limits and controf and manitar the risks
and compliance with the limits set. The risk management policies and systems are regularly reviewed to
reflect the changes ocoumed in the market conditions and the activities of the Company. Through its

an

Training and management sandards aind protedures, the Company Zims 15 develop an ordery and
constnictive contrel envirgnment where all employees understand their roles and duties.

The intemal audit of the Gompany entities supsrvises the mannegt i which the managament meniters the
compliance with the risk management policies and procedures and reviews the aphmpriateness af the

rigk managemeant framewaork against the risks the entities are confronted with.
COMMITMENTS AND CONTINGENT LIABILITIES

Commitments

At 31 December 2015, the Company had the foliowing commitmeants for bank lnans and quarantee
agresmentslaan contracts cancluded with the financing banks (BCR, BRDY:

« revocable credit ling, BOR of 9.000.000 e, uncommitted at 31 December 2015,

Guarantees: 1st, 2nd, 3rd ranking mertgage on land outside the built-up area, and 15t ranking mortgage
cn the accounts opened with BCR.

= non-cash guarzntee agreement with BCR of 5.3732.000 lei, of which 332.070 lei committed at 31
December 2015;

Guarantzes: 2nd ranking martgage on the accounts openad with BCR

« non-cash guarantee agresment with BCR of 30.000.000 lei, of which 14.412 216 |ei committed at 31
Cecember 2015,

Guarantees: 3rd ranking mortigage on the accounts opened with BCR, 1st and 4th ranking mortgages on
praperty.

« multipraduct credit facility with BRD (cash and non-cash) of 20,000,000 l=i, of which 14.160.036 |ei nan-
cash committed at 31 December 2015,

Guarantees, 1sl ranking morigage on property {land, building and access roads)

« guarantee agresment authorised averdraft of 15.000 lai.

Guarantees: pollateral cash deposit of 15.000 [af

« guarantee agreement aithorised overdraf of 75.000 lei.

Guarantees: collateral cash deposit of 75.000 ler

The commitments from customers and tenants a3 letters of guarantee at 31 December 2015 amount to

4 515 834 |ei according to contract terms.
AR —m—m—m—mm—8—
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Cantingent Habllitles

Litigation

The Group is involved in lawsuits deriving from its ordinary course of business. The Company
management considers that, except for the amounts already accounted for in these financial statements
as provisions ar allpwances for asset impairment and described in the no'es to these financial
statemeants, other lawsuits will not have significant negative effects on the Company's economic results
and financlal standing.

by |

electricity supply concluded between it and the Company for the peried January 2011 - June 2012, The
Company's management believes that it is not possible to estimate the appropriate cutcome, Therefare

there has not bean made any pravision regarding this case.

European Commission Jnvastigalion

In 201 2, the European Commission started an investgation on the canfract for slectricity supoly
concluded between the Company and energy praoducer Hidroglectrica SA. As announced on the website
af the European Cammiszion , an 31 December 2015 the investigation was completed with a favarable
autcome for the Company .

SUBSEQUENT EVENTS
Thefe were no subsequent svents,




