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S.CELECTROMAGHNETICA 5. A,

CONSOLIDATED STATEMENT OF FIMANCIAL POSITION

FOR THE YEAR €LOSED ON 31 DECEMBER 2015

{all the amounts are expressed in ROM, unless otherwlsa specified)

ASSETS

Non-currant assets

Tanguble assets

Investrent property

Intanqible assets

Olher long-term non-cument assets
Total non-current assets

Currant assats
Inventories

Traga recelvables

Cash and cash equivalents

Financial assets at fair value through profit ar
loss

Other current assets
Current t=x asset

. Total current assets
Total asaets

EQUITY AND LIABILITIES
Equity

Share capita

‘Reserves

Retained earnings

Cther components of aquity
Total equlty attribuable to company
shargholders

Non-controlling Intereats

Hon-current liabilities
Trade payables and other liakilities

Investment subsidies
Dreferred tax liabilities
Total hon-current liabilities

Mote

=1 O th =~

12
1

10
24

13
14
15

19
17
20

31 Cacembar 31 December
2015 2014
228.738.040 218,201,089
2194 374 . 2.154.429
1.378.545 1.728.747
2.24_4.903 1515222
234 554.002 221.599.517
13.730.817 16.354.495
£4, 785,031 53822748
17.009.938 31.445. 7489
1.100.230 224 000
2 480.715 B354 272
¥70.955 T?S.BESE__
89.878.534 108 .578.927
324,424 636 330.578.444
7.603.870 g7 803,870
212,905 966 187 873.270
{13.250.454) 168.451.185
(B71.261 {1.12?.303]_
266 508 141 ZT0.841.032
148,750 161.215
2 956025 J.27B.605
f.063 180 5.226.532
__Et!;aiq 1. 755 6804
10.432.123 10.268.741




S.CELECTROMAGHNETICA S.A.
CONSCLIDATED STATEMENT OF FINANCIAL FOSITION
FOR THE YEAR CLOSED OM 31 DECEMBER 2015
{all the amounts are expressed in RON, unless otherwise specified)

Currant liabilities

Trade payables and other lizbilities 19 34,933,258 47,942 183
Investment subsidies 17 183.218 165.773
Provisicns : ] 18 12.171.045 . 1.205.500
Total current liabilities 47.267.622 49.317 456
Total liabllitles 57.689.745 58.586.197
Totai equity and liabilities 324 424836 330.578.444

These tonsolidated financial statements were approved for disclosure by the management on 18 March 2018,

Eugen Scheusan llie Frasineanu
Chigf Executive Officer Chief Financial Officer




S.C ELECTROMAGHNETICA S.A, |
CONSOLIDATED STATEMENT GF PROFIT OR LOSS
AND QTHER COMPREHENSIVE INCOME
FOR THE YEAR CLOSED ON 31 DECEMBER 2015
{all the amounts are expregged In RON, unless otherwise specified)

Year closed on Year closed on
Mota

3 December 2015 31 December 2014

428.024.142

Revenue - 21 385 483.376
Cther income 21 2.818.556 4,570,713
~ Variation in gtocks of finished goods and 1 10 508436 9261 518
work in progress
Work perfarmed by entity and capitalised 21 1.742.457 1.981.283
Raw matarial and ¢onsumablas used 22 (315.091.430) (339.202.438)
Expenses relared to emplayee 2 {34.802 468) {35.652_108)
Expenses related to depreciation and 23 (26.379.016) (10.557.483)
irmpairrment
Other expenses 2z {4B.4BE 247) {51.114.476)
Other net financial gaing/{lossss) 23 T60.526 1,808,365
iLoss)Profit before tax {22.406 210} 2.129.539
Currant income tax expense 24 {95.961) (342245
Deferrad income tax expense 20 (79.535) (205.689)
{Loss /Profit of the pericd (22.592 80&) T.581.605
attibuakle to parent {22.598.960) 7.564_368
atribuable to non-cantrolling interests 16.154 17.237
Other compeonsents of comprehensive
income
of which:
“other comprehensive income items that
cannot be reclassified in the profit and
loss account, of which:
- revaluatian surplus for tengibtle assets 21700107 278.020
- deferred tax recognised in equity #4810 {dd ABE)
Comprehensive income for the period (788.780) 7.815.143

Thase consdlidated financial statements were approved for disclosurs by the managsment on 18 Marea 2015,

llie Friisineanu
Chief Financial Officer

Evgen Scheugan
Chief ExecUtive Officer
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S.CELECTROMAGMHETICA 5.A.
CONSOLIDATED STATEMENT ON CASH FLOWS
FOR THE YEAR CLOSED ON 31 DECEMBER 2015
{all the amcunts are expressed In RON, unless otherwise specified)

Lash flows fram operating activities
{Cash receipts from customers

Payments to suppliers

Payments to employees

Other operating activities

Cash {used in)from operating activities

Interest paid
Income tax paid
Net cash {used in)Arom operating activitias

Cash flows frem investing activities
Acquisition of tangible assets

Receipts from sale of non-cument-assets
Interest received

Dividends recaived

Net cash from investing aclivifies

Zash flowe frem financing activities
Cash proceeds from loans _
Cash repayments of amounts barrowsd
Dividends paid

Nat cash from financing activities

Cash and cash equivalents net (decrease)fincrease

Cash and cash eguivalents at beginning of period

Cazh and cagh aguivalents at end of poriod

Note Year 2015 Yaar 2014
451,548,580 515.650.311
(367.580.655)  {392.251.985)
(23.883.003) (38.738.248)

{50 600.534) (58.118.371)
{9.614.602] 26.843.707

{98.575) (17.271)

{54.254) (2.603.623)

{9.807.435) 24.222.813
(2.322.774) (6.251.852)

83.807 20.976

77.307 312,675

19 6665 £1.B81

(2.121.994) {5.866.020)
123,807.974 30,737.704
(123.804.974) (30.737.704)
(2.510.284) (2.725.421)
[2.510.384) {2.725.420}
{14.439.813) 15.631.372

1z 31.449.749 15.818,377
12 17.009.936 31.449.749

These consalidated financial statements were approved far disclosure by the managements on 18 March

2016

Eugen Scheugan
Chief Exacutive Ofiicer

llie Frasinaanu
Chief Finaneial Officer




§.C ELECTROMAGNETICA 5.A,
EXFLANATORY NOTES TQ THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR CLOSED ON 31 DECEMBER 2015
{all the amounts are expressed in RON, unless atherwise specifled)

INFORMATION ABQUT THE GROUP

Efectromagnetica SA — parent company — is 2 Romanian legal entity incorparated under the
legal form of joint stock company for an unlimited duration, arganised and cperating under its articlas of
incorporation, Law no. 314991 republished in 2004 and amended by Law na. 44172006, Goevemment
Emergensy Ordinance {GEQ) ne. 8272007 and GED na. 52/2008, and Law no. 29772004 an the capital
market. The registered office of the company is in Buchar‘ést, Calea Rahovei no. 266-268. sector g,
Bucharest, Romarnia, postal code 64021, telephong 021.404.21.31, 021.404.21.02, fax 021.404.21.85,
webhsite www electramagnetica.ro, Tax ID Cade RO 414118, reqgistration number with the Trade Register

- J4D0418/18%1. The company share capital is .E?.EDS.B?D,J-W lei divided into 676,038,704 ordinary shares,
registered and dematerialised, recorded in electronic account in the sharehclder register held by
Depozitarul Central SA. According 1o the company's articles of incorparation, its main abject of activity is
the manufacture of instruments and appliances for measuring, lesting and navigation (NAGE code 2631).

5C Electromagnetica Goldstar SRL — operated a5 & Romanian-Koraan joint venture until 2011,
wnen SC Electromagnetica tock over under a share assignment the entire equity held by the Kerean
parthers and become the sole shareholder of this company. It is a limited lialility company with
registered office in Bucharast, Calea Rahovei no. 266-268, sector 5, registration number with the Trade
Register J40M1 282491831, Tax 1D 4D0570; its main object of activity is the manufacture of communication
equipment (NAGE code 26300, The company also carries out service and warranty activities for
communication equipment and real estate renting astivities.

SC Electromagnetica Fire SRL is a limited liahility company with registered office in Bucharest,
Calea Rahavei no. 266-268, sect. 5, corp 2. parter, axele C-D, stalpii § ¥ - ¥, registersd with the Trade
Register Office attached to Bucharest Tribunal under no. J40M156834/2000, Tax I 19070708, which
carries out activities pertaining to fire protection, tecnnical assistance for fire prevention and extinction
and private emergency services for civil protection (NACE code 82489].

SC Electromagnetica Prestsery SRL s a limited liakility campany with registered office in Calea
Rahavei no. 286-288, sectar 5, corp 1. ata) 2. axele A-B, stalpii 1-2, registered with the Trade Register
Office attached to Bucharest Tribunal under mo. J30M15282003, Tax 1D 15182750, which provides
cleaning services (NACE code 4317},

8C Electromagnetica Prestserv SRL and SC Electromagnetica Fire SRL werz set up through
the outsourcing of certain services within SC Electramagnetica 5A, namely cleaning services, téchnical
assistance services for fire prevention and extinction, private emeargency services for civil protection.

SC Procetel SA is a joint stock company with registered office in Bucharest. Calea Rahovei 266-
268, registration number with the Trade Register J40/10437/1991, Tax 1D 406212, tal: 031.700.26.14,
fax, 031.700.26.16. SC Procetel SA is an unlisted joirt stock company (its shares are not traded on the
stock exchange) and its main object of activity is other research and experimental development on
nalural sciences and engineering {NACE code 7219). Currently, its research activity is significantly

diminished and its results mainly derive from its real estate renting activities.
e e —

—— =



_ 5.0 ELECTROMAGNETICA S.A.
EXPLANATORY NOTES TQO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR CLOSED QN 31 DECEMBER 2015
{all the amounts are expressed in RON, unless otherwise specified)

Statement of interest in subsidiaries

Of which:
Shara capital total
Electromagnetica

' Dwnership and
Ho. of Mo. of
Value - Value voting right
sacunties sacuritles
_ percentage
Procetel 118,005 44.002 732.0087) 42,483 05,548
Electromagnetica Goldstar 285.040 2.650 3.126.187%) 2.660 14ac
Electromagnetica Prestaery 30.000 300 23.500 295 88333
Electromagnetica Flre 80.0400 800 79.782 799 53 8675

" Negobiated purchase valic

During the reporting pericd, there wers no changes in the shareholding structure of the
subsidiaries.

The structure of the administrative and executive management of subsidiaries is as
follows:!

a) Electromagnetica Goldstar SRL
Administrative management. Flarea Yad — Scle Director, under a 4 year mandate valid until 1 August
2019
Exzcutive management: Viorel Stroicd — Executive Clirector

b] Electramagnetica Fire SRL
Administrative managament: Maria Rogoz — Sole Director, under 2 4 year mandate valid until 26 March
2018
Executive management: Maria Rogaz — Managing Director

¢] Electromagnetica Prestserv SRL
Administrative managemeant Gheorghe Ciobanu - Sale Director, under a 4 year mandate valid until 3
Movember 2018
ExacUtive managemeant: Gheorghe Ciobanu — Managing Director

d) Procetel SA
Administrative management. Florea Yiad — ED|E.DirECtCIr: under a 4 year mandate valid until 29 Agril
2018 '

Executive management: Miha Sanda = Accounting Gfficer




S.C ELECTROMAGMNETICA 5.A.
EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR CLOSED ON 31 DECEMEBER 2015
{all the amounts are exprassed in RON, unless otherwise specified)

APPLICATION OF THE NEW AND REVISED INTERNWATIONAL FINANCIAE REPORTING
STANDARDS

Initial application of new amendments to the existing standards and interpretation affective for the
cufrent reporting period

The following amendrments to the existing standards and new interpretation issued by the International
Accounting Standards Board {|ASB) and adopted by the EU are effective for the current reporting period:

. Amendments to various standards - Improvements to IFRSs (cyele 2011-2013) resulting
from the annual improvemeant project of IFRS {(IFRS 3. IFRS 13 and |AS 40) primarily with 2 view ta
removitg inconsistencies and clarfying wording - adopted by the EU on 13 December 2014
{amendriznts are o be applied for annual periods beginning an or after 1 January 2015), issued by IASE
oh 12 December 2013, Amendments to various standards and interpretations resulting from the annual
improvement project of IFRS {IFRS 1, IFRS 3, IFRS 132 and IAS 40 primarily with @ view to removing
inconsistencies and clarifying wording. The revisions clarify the required accounting recognition in cagses
where free interpretation used to be permitted. The mast imperiant changes include new or revised
requiremerts regarding: i) meaning of effective IFRSs in IFRS 1, (i) seope of axception for joint
vantures; (i) scope of paragraph 52 if IFRS 13 (portfoliv exception) and {iv) clarifying the interrelationship
of IFRS 3 and 1AS 40 when classifying property as investment property or gwner-necupied property.
. IFRIC 21 - Levies adopted by the €U on 13 June 2014 (elfective for annual periods beginning
on ar after 17 June 20143, issued by IASE on 20 May 2013 IFRIC 21 is an interpretation of |1AS 37
Provisions. Contingent Liabilities and Contingent Assets. 1AS 37 sets out criteria for the recognition of a
liability. one of which is the requirement for the entity i have a present chligation as a result of a past
event (known as an cbligating event). The |nterpratation clarif-es that the obligating event that gives rise
to a liability to pay a levy is the activity descrited in the relevant legislation that triggers the payment of
the levy.

The adoption of these amendments to the existing standards and interpretation has not led to any
material changes in the Group's financial statements.

Amendments to the existing Standards Issued by IASE and adopted by the EU but not yet
effective

At the date of authorisation of these financial statements the following amendments to the existing
standards issued By 1A58 and adopted by the EU were in issue but not yet effective;



S.C ELECTROMAGNETICA S.A.
EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR CLOSED ON 31 DECEMBER 2015
(all the amounts are expressed In RON, unless otherwise specified)

- __ - ___

. Amendments to IFRS 11 — Joint Arrangements — Accounting for Acquis.iticms of Interests in
Jaint Operations - adopted by the EU an 24 November 2015 {effective for annual periods begipning on or
after 1 January 2018}, issuad by |A5B an 6 May 2014, The amendments add new guidance on how to
aceount for the acquisition of an interest in a joint operation that censtitutes a business. The amendments
specify the appropriate accounting treatment far such acquisitions,

. Amendments to IAS 1 - Presentation of Financlal Statements - Disclosure [nitiative -
adopted by the ELl an 18 December 2015 {effective for annual periods beginning on or after 1 January
2018}, issued by |ASE on 18 Dacember 2014, The amendments to 1AS * are designed to further
encourage campanies to apply professional judgement in determining what information to disclose in their
financial stataments. For example, the amendments make clear that matenality applies to the whole of
financial statements and that the inclusion of immaterial information can inhibit the usefulness of financial
disclosures. Furthermaore, the amendments ciarify thai companies should use prafessional judgement in
determin'ing where and in what order infarmation ig presented in the financial disclosures.

] Amendments to 1AS 15 — Property, Plant and Equipment and IAS 38 - Intanglble Assets -
Clasification of Acceptable Methods of Depreciation and Amortisation - adopted by the EU on 2
Decembear 2015 {effsetive for annual perods beginning on or after 1 January 20186}, issued by I1ASB an
12 May 2014, Amendments clanfy that the use of revenue-based metheds to calculate the dapreciation
of an asset iz not appropriste becauze revanue generated by an activity that includes the uze of an
asset generally reflacts factarg other than the consumptian of the acanomis banefite embodied in the
asset. Amendments also clarify that revenue is generally presumed ta be an inappropriate basis for
measuning the consumption of the ecanomic benefits embodied in an ‘ntangible asset. This
presumgtion, howeyer, can oe rebutted in certain limited circumstances.

. Amendments to IAS 16 - Property, Plant and Equipment and IAS 41 - Agriculture -
Agriculture; Bearer Plants - adopted by the EU on 23 Novemher 2015 (effective for annual periods
beginning on or after 1 January 2018). issuad by IASE on 30 June 2014, The amendments bring bearsr
plants, which are used solely to grow produce. into the scope of IAS 16 g0 that they are accounted for in
the same way as property, plant and eguipment.

. Amendments to IAS 1% - Employes Beneflts - Defined Eenéﬂt Plans: Employee Contributions
- adopted by the EU on 1Y December 2014 {effective for annual periods beginning on or after 1
February 2013), issued by IASE on 21 November 2013 The narraw scope amendments apply to
contributions from employees or 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 employee
service, for example, employee contributions that are caleulated accarding to a fixed percentage of
salary.

« ° Amendmants to IAS 27 - Consolidated financial S5tatements - Equity Method in
Consolidated financial Statements - adopted by the EU oh 18 December 2015 {eﬂ‘ectiﬁe for annual
perinds beginning on or after 1 January 2018). issued by |ASB on 12 August 2014, The amendments

e .. ____ ]
10



S.CELECTROMAGNETICA S.A.
EXPLANATORY NOTES TQ THE CONSOL!DATED FINANCIAL STATEMENTS
' FOR THE YEAR CLOSED ON 31 DECEMEBER 2015
{all the amounts ara expressed in RON, unless otherwlge specified)

reinstate the equity method as an accounting aption far investments in in subsidianes, jcint ventures and

associates in an antity's cansolidated financial statements,

’ Amendments to vaHous standards — Improvements to IFRSs (cycle 2010-2012) resulting
from the annual improvement project of IFRS (IFRS 2, IFRS 3, IFRS &, IFRS 13, |AS 16, IAS 24 and 145
38) primarily with a view to remaving incansistencies and clanifying wording - sdepted by the EU on 17
December 2014 (amendments are to be applied for annual pericds beginning on or after 1 February
2015}, issued by IASB an 12 December 2013. Amendments ta various standards and interpretations
resulting from the annual impravement project of IFRS (IFRS 2, IFRS 3, IFRS B, IFRS 13, |AS 16, |AS 24
and |1AS 3&) primarily with a view to removing incensistencies and clanfying warding. The revisions clarify
the required accounting recognition in cases where free interpretation used to be permitted. The most
important changss include new ar revised requirements regarding: (i) definition of 'vesting condition’; {ii}
accounting for contingent consideration in a business combination; [iii} aggregation of operating
segments and reconciliation of the total of the reportable segments' assets to the enlity's assets) (iv)
measuring short-term receivables and payables; (v) proportionate restatement of accumulated
depreciation application in revaluation method and (vi] clarification an key managerment personnel.

. Amendments ta various standards — Improvements to IFRSs [eyele 2012-2014) resulting
from the annual improvement project of IFRS (IFRS 5, IFRS 7, IAS 19 and |AS 34} primarily with a view
to removing inconsistencies and clarfying wording - adooted by the EU on 15 Deacember 2015
famendments are to be applied for annual periads beginning on ar after 1 January 2016), issusd by IASB
on 25 September 2014, Amendments to varisus standards and interpretations resulting from the annual
improvement progeet of IFRS (IFRS 5, IFRS 7, 145 19 and |AS 34) primarily with a view to removing
inconsistencies and clarifying wording. The revisions ciarify the required accounting .recngnitinn in casas
where frag intarpretation used to be permitted. Changes include new or revised requirements regarding:
fi) changes in methods of disposal; {il} servicing contracts; {ii) applicability of the amendments to IFRS 7
to condenzed interim financial statements; (iv] discount rate: regional market issue, {v) disclosure of
information 'elsewhere in the interim financial report’.

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

At present, IFR3 as adopted by the EU do not significantly differ from requilations adopted by the
International  Accountng Standards Board (JASB) except from the following new standards and
amendments to the existing standards, which were not endorsed for use in EU as at [gate of publication
af financial statements] (the effective dates stated below is Tor IFRS in full):

. IFRS @ — Financial Instruments (effective for annual periogds beginning on or after 1 January
2018). Issued on 24 July 2014 is the IASB's replacement of 1AS 38 Financial Instruments: Recagnition

11



S5.C ELECTROMAGNETICA S.A.
EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR CLOSED ON 31 DECEMBER 2015
{all the amounts are expressed in RON, unless otherwlse specifled)

and Measurement, IFRS 5 includes requirements for recognition and measurement, impairment,

derecognition and general hedge accounting.

Classification and Measurement - IFRS 9 introduces new approach for the classiication of finarcial
assets, which is driven by cash flow characteristics and the business modal in which an asset is held.
Thiz single, principle-nased approach repiaf:es existing rule-based requirements undar {AS 38 The new
rmadel also results in a single impaiment model being applied ta all financial instruments.

Impaiment - [FRS 5 has introduced 2 new, expected-loss impairment model that will require more
timely recognition of expected credit losses. Spacifically, the new Standard requires entities to accaunt
for expected credit losses from when financial instruments are first recognised and to recogniss full
lfetime expected losses on a more timely basis.

Hedge accounting - IFRS O intreduces a substantially-refarmed model for hedge accounting, with

enhanced disclosures about risk management activity. The new model represents o significant overhaul
of hedge accounting that aligns the accounting treatment with risk management activities,

Dwn credit - [FRS 9 removes the volatility in profit or loss that was caused by changes in the credit risk
of liabilitizs slected to be measured at fair value. This change in accounting means that gains caused by
the deterioration of an entity's own credit risk on such liabilitizs a~e no langer recognisad in profit or loss.

. IFRE 14 — Regulatory Deferral Accounts (effective for annual periods beginning on or after 1

January 2018) - the European Commissicn has decided not te launch the endorsement process of this
interim s:andard and to wait for the final standard. Issued by |ASE on 30 January 2014, This Standard is
intended to allow entities that are first-time adopters of IFRS, and that currently recognise regulatory
defe.rral accounts in accordance with their previous GAAR, o cantinue to do so upon transition to IFRS.

. IFRS 15 — Revenue from Contracts with Customers and further amendments (effectiva for
annual periods beginning on or after 1 January 2018), issued by |1ASE on 28 May 2014 (on 11 September
2013 |ASE deferred effective date of IFRS 15 to 1 January 2013). IFRS 15 spacifies how and whan an
IFRS reporter will recognise revenue as well 85 requiring such entities tﬁ provide users of financial
statements with more informative, relevant disclosures. The standard supersedes IAS T8 - Revenue, IAS
11 — Construction Contracts and a number of revenue-related interpretations. Application of the standard
is mandatory for all IFRS reparters and it applies to nearly all contracts with customers: the main-
gxceptions are leases financial instruments and insurance contracts. The core principle of the new
Standard is for companies to recognise revenue to depict the transfer of goods or services to custamers
in amounts that reflect the consideration (that is, payment) to which the Group expects tg be entitled in
exchange far those goods of services, The new Standard will also result in enhanced disclosures about
revende, provide guidance for transactions that were not previously addressed comprehensively (for
example. service revenue and contract medifications) and imprave guidance for multipls-element
arrangements.

. IFRS 16 = Leases (affective for annual periods beqinning on or after 1 January 2018), issued by
IASE on 13 January 2016. Linder IFRS 16 2 lesses recagnises a right-of-use asset and a lease liability.
The right-of-use assat is treated similarly to other non-financial assets and depreciated accordingly. The
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lzase liabilty is initlally maasured at tﬁe present valus of the lgase payments payable over the lease

term, discounted at the rate implicit in the lease if that can be readily determined. IF that rate cannot be
readily determined, the lessee shall use their incremental bomowing rate. As with IFRS 16's
predecessor, 1AS 17, lessors classify leases as operating or finance in nature. A lease is classified as a
finance lease it it transfers substantially all the risks and rewards incidental fo cwnership of an
underlying asset. Otherwise a lease is classified as an operating lease. For finance leasses a lessor
recognisas finance income over the lease tenm, basad on a pattemn reflecting a constant penaodic rate of
returi on the net investment. A lessar recognises cperating lease payments as income an a straight-line
basis or, if more representative of the pattern in which benefit from use of the underlying aszset is
diminished, another systematic basis. ’

. Amendments to IFRS 10 — Consclidated Financlal Statements, IFRS 12 - Disclosure of
Interests in Other Entities and |1AS 28 — Investments In Associates and Jeint Ventures -
Investment Entities: Applying the Consclidation Exception [eﬁeﬁive for annual periods beginning on or
after 1 January 2018), issued by 1ASE cn 18 December 2014, The narrow-scope amendments to IFRS
10, IFRS 12 and IAS 28 introduce clarifications to the reguirsments when accounting for investment
entities. The amendments alza provide relief in particular circumstances.

. Amendments to IFRS 10 — Consolidated Financial Statements and 1AS 28 — Investments
In Assoclates and Joint Ventures - Sale or Contribution of Assets belween an Investor and its
Associate or Joint Venture and further amendments (effective date was deferred indefinitely until the
reseatch project on the equity method has been concluded), issued by IASE on 11 September 2014 (an
17 December 2015 |ASB deferred indefinitely effective dated. The amendments address a conflict
between the requirements of |1AS 28 and IFRS 10 and clarify that in a transaction involving an associate
ar joint venture the extent of gain or loss recognition depends on whether the assets sold ar contributed
constitute & business. - - - S .

. Amendments to |AS ¥ — Statement of Cash Flows - Disclosure Initiative {eifective for annual
perods beginning on or aftar 1 January 20173, issued by |ASE on 29 January 2016 The amendments
are intended to clarfy 1AS 7 to improve information provided to users of financial staterments about an
entity's financing activities. The amendments require an entity to provides disclosures that enable users of
financial statements to evaluate changes in liabilities arising from financing activities, including both
changes ariging from cash flows and non-cash changes,

. Amendments to {AS 12 — Income Taxes - Recognitian of Deferred Tax Assets far Unrealised
Lesses (effective for annual periods beginning on or after 1 January 2017), issued by |ASE on 19
January 2016, The amendments to 1AS 12 clatify how to account for deferred tax assets related to debt
instruments measured at fair value.

The Group anticipates that the adoption of these new standards and amendments to the existing
standards will have no material impact on the financial statements of the Greup in the periad of initial

application.
L ]
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Hedge accounting for a portfolio of financial assets and liahilities, whose principles have not been

adopted by the EU remains unrequlated.

According to the Graup's estimates, the application of hedge accounting to a portfolie of financial assets
or liskilities pursuant to 1AS 39 — Financial Instruments: Racognition and Measurement would not
significantly impact the financial statements, if applied as at the balance shast date.

SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance .

The consolidated financial statemnents of the Group were preparad in compliance with the International
Financial Reporting Standards adopted by the Eurspean Union ("IFRS") effective on the date of the
Group annual report. i.e. 31 December 2015, and in compliance with the Order of the Minister of Public
Finance no. 12B6/2012 appreving the Accounting Regulations compliant with the International Financial
Reporing Standards applicable to the trading companies the sharas of which are admitted e trading on a
requlated market, as further amended and ciarified. .These pravisionz are consistent with the
requirements of the International Financial Reporting Standards adopted by the European Unicn (EUN.
The Group applies IFRS as of 1 January 2011 and tha first year for which the consolidated financial

gtatements were prepared in compliance with IFRS was 2012,

Operating and presentation currency
These consolidated financial statements are presented in RON, the operating currency of the Graup.

Basls of preparatlﬁn

The conschdated financial statements ware prepared on the basis of the histarical cost, except for certain
financial instruments that are measured at fair value, as explained in the sccounting polcies. The
historical cast is generally based an the fair value of the consideration in exchange of the assets

The tangible assets are presented at reevaluation value [1AS 16 revalugtian) and investrment property
are prasantad at fair value (|AS 40 fair value).

For inventories without moving or slow maving inventaries adjugtments are made based on the
management's estimates, The set Uup and reversal of allowances for inventories impairment i= mads
uzally 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 series of financiai statements preparad in complance with IFRS the Group applied 1AS 26 —
Financial Reportng in Hyperinflationary Economies ard corrected 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 accounts.
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The censalidated financial statements include the separate financial statements of 3C Electromagnetica
SA {the parent company) and its subsidiaries, {the *Group™ at 31 December 2015, prepared based on
uniform accounting and measurement principles. The financial statements of the subsidiaries are

prepared at 31 December 2015, the same reporting date as for the parent company.

Consaolidation of subsldlarles

The assets and liabilities af the subsidiaries are evaluated at fair value on the date of acquisition. if the
interest of the Group in the net fair value of the assets, liabilities and comtingent lizhilities identifiable and
recognised exceeds the cost related to the business combinatian, the surplus is recognised in the profit
and lass aceount. Nen-contralling interests, which entitle the holders to a propertionate share of the net
asset in case of the company liquidation, can be initially measured sither at fair value or at a value that
reflects the share of the minarity in the fair value of the identifiable and recognised nei assets. The
recagnition method is selected for &ach transaction separately. The goadwill is recognised as an asset
and 15 assessed.for impairment at least annually. The loss from goodwill impairment is immediately
recaghised in the profit o 1085 for the period and is not carried forward in the next perieds.

The non-controlling interest i the share of the profit or loss and net assets of & subsidiary that is not
owned by the parent company and is presented in the conscolidated statement of comprehensive income
and in the equity presenied in the consclidated statemant of the financial position, ssparately from the
anquity of the parent's shareholders.

The returns of the subsidiaries acgquired or disposed af during the year are included in the consolidated
staternent of the profit and loss and other components of comprehensive income on the effective date of
the achuisition, or until the affective date of the disposal, respectively. Where applicable, the financial
statements of the subsidiaries are adjusted in order ko align their accounting policies to those of the
parent company. All the transaclions. balances, fevenuss and expenses within the Group are fully
eliminated upon censolidation. | | |

The Group does not gwn securities in associated entities and interests in joint vertures.

Going concemn principle

The consolidated financial statements were prepared based on the going concern principls, which implies
that the Group will be able to realise its assets and pay its liabilities in the ordinary course of businass in
the next pericd.

Comparative stateaments _

Certain amounts in the statement of financial position, the statement of profit or ks and aother
eomponenis aof comprehensive income, the statement of cash flows and the_statement of changes in
equity were reclassified to comply with the presentation of the current year (nate 14, note 15, note 16 and
note 18).
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Foreign currency

The aperations expressed in foreign currency are recoided in lei, at the official exchange rate an the date
of the transaction settlement. Monstary assets and liabilities recorded in forsign currency on the date of
preparation of the statement of financial pesition are exprassed in lei, at the exchange rate of that date.
The gaine or losses from their setlernent and the conversion of monetary assets and liabilties
denominated in foreign currency at the exchange rate applicable at the end of the financial period are
recognised in the profit or lass for the period. The non-monetary assets and liakilities that are evaluated
at historical cost in foreign currency are recorded in lei, at the exchange rate of the transaction date. The
non-monetary assets and liabilties denominated in forzign currency and evaluated at fair value ars
recorded in lei, at the exchange rate applicable on the date when their fair value was determined.

The diffafences rasulting frarn the conversion are presentad in the profit and loss account.

The exchange rates of the main foreign currencies were as follows:

Exchange rate at Exchangea rata at

31 December 2015 31 Decamber 2014

ELUR 4 8245 . 4 4821
usD | 41477 | 3,6868

Use of estimates and professional judgement
The preparation of the financial statements in compliance with the IFRS adopted by the European Unicn
requires the use by the management of estimates and assumptions that affect the apglication of the
“antaurding policies and the reported value of assets, habilities, revenues and expenszes. The estimates
anhd judgernents related thereto are based on historical data and other factors deemed relevant in the
given cireumstances and the result of these factors represents the basis for the judgements uzed in
determining the carrying amount of assets and liahilities for which there are na ather evaluation salrpes
available. The actuai results may differ from the estimated values,
Estimates and judgemsants are periodically reviewad. The reviews of sccounting estimates are recognised
in the period in which tha estimate is reviewed, if the review affects only that penod. or in the cument and
future perioos, if the review affects both the current pericd and future periods. The effect of the
modifications pertaining to the current period is recognised as revenue or expense in the cumrent period.
The effect on the future periods, if any, is recognised as revenue or expense in the corresponding future
penods.
The Greue management considers that the possible differences in relation o these estimates will not

gffect significantly the financial statemsants in the near hiture, for each estimation the precautionary

principle iz applied.
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Estimates and assurﬁptinns are Used in particular for the impairment of fixed assets, the estimation of the

useful life of a depreciabie asset, the allowances for doubtfut debts, provisions, and the recagnition of
deferred tax assels.

Aceording to 1AS 36, tha intangible assets are analysad ta identify indicators of impairment at the balance
sheet date. If the net camying ameunt of an asset iz higher than its recoverable amount, the loss from
impairment is recognised to reduce the net carrying amount of that asset ta the level of the recoverable
amaunt. If the reasons for the recognition of the impairment loss disappear in the coming periods. the net
carrying amaount of the asset is increased to the value of the net camrying amaunt that would have been
determined if no impairmeant loss had been recognised.

The evaluation of the impairment loss on receivables is individual and relies on the best estimate of the
management regarding the current value of the cash flaws expected to be received. The Graup reviews
its trade receivables and other receivablas on every date of the financial position in order to assess
whather impairment in value should be recorded in the profit-and loss account. The professional
judgement of the management is required o estimate the value and coordinate the future cash flows
when the impaimment loss is determined. These estimates are based on assumpticns that refer to several
factors and the actual results may be different. which leads ta future medifications of adjustments.
According to their nature, contingencies wilt be clarified only when one of Mare fULUrS events ooour of Rot.
The measurement of contingencies invalves the uses of assumptions and significant eslimates of the
outenme of future events. )

Deferrad tax assets are recognised for tax |osses ta the axtent that the existence of a taxable profit that
wolld cover the lossas is probable. The use of the professional judgement is necessary in determining
the value of deferrad tax assets that can be recognised based on the probability with regard to the period
and level of tha future taxable profit and the future fiscal planning strategias.

Accounting principles, policies and metheds

According to IAS & — Accounting Policies, Changes in Accounting Estimates and Emors, the accaunting
palicies are the specific principles. bases, conventions, rules and practices applied by an entity in
preparing and presenting financial statements.

The Group has selected and applies consistently ts accounting policies for transactions, ather events and
similar conditions, except for the cases where a standard or an interpretation specifically provides for or
allows the classification of events with regard to which the application of different accounting policies
could be appropriate. If a standard or interpretation provides for or allows such a classification. an
apprepriate accaunting policy must be selected and applied cansistently to each category.

The Group changes an ascounting palicy only if the change:

- is required by a standard or interpretation; or _

- resUlts in the financial statemants providing reliable and more relevant information about the effects of
transactons, other svents ot conditions an the entity's financial position, financial performance, ar cash

flows,
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Viie present below a summary of the significant aceounting policies applied to all the periods presented In

the financial statements, excapt for the changes deriving from the new standards and amendmeants to
standards with the date of initial application 1 January 2015 and presented in section 2.

Intangihle asgets

Initial measurement

The Group chose to measure these assets at purchase cost or production cost [self-created) accarding to
|AS 38 — Intangible Assets.

Measurement subsequant to initial racognrition

The Group selected the cost model as the accounting policy for the measurement of intanginle assets
subszquent to the initial recognition.

The Group chose to use the straight-line methed for the amortisation of intangible assets. The useful life
for this group or non-current assets is betwean 3 and & years.

The Group appliss IAS 36 1o determine whether an intangible asset measured at cost is impaired. At the
end of cach reparting pericd, the Group assesses the indicators of impaiment of these assels and, if
such indicators are identiﬁed,- the recoverable amount of the asset is estimated and the related
irpairment is recorded. The impairment loss must be recognised immediately in the prafit or loss.

Far their presentation in the profit and loss zceount, the revenus of le55 dccurting upen the end of use ar
dis;ﬁmsal of an intangible asset are determined as the differenee between the revenue generated by the
asset disposal and its unamaortised value, including the costs imcurrsd for its dispesal, and shoud ba
presented as net amount in the profit and loss accaunt, aceording ta 145 38,

Tangibie assets

initial measureiment

Tangible assets are initially recognised at the purchase cost or the production cost {if seli-created] and
are carmed at the amount net of accumulated depreciation,

The cost of purchased tangible assets is given by the value of the the consideration for the purchase of
those assets and other costs directly necessary to hring the assets o the [ogation and condition required
for their operation in the manner intended by the mansgement. The cost of selfcreated assets includes
salaries, materials, indirect production costs and other costs directly necessary to bring the assats tn their
current location and condition.

The Group established a value threshald for the recognition of a tangible asset item.

Maasurement subsequent fo initial recegnition

The Group selected the revaluation model for the measuremeant subsequent to the initial recognition of

tangible assets. According to the revaluation model, a tangible asset the fair value of which can be
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relianly measured should be carried at a revalued amount, being its fair value at the date of revaluation

less any subsequeant acsumulated depreciatian and impaiment.

Revaluations should be camied out regularly enough ta ensure that the carrying amount of an asset does
hat differ materiaily frem the amount determined by the use of its fair value at the end of the reporting
period, .

The fair value of land and building is generally detenmined based on market samples, through a
maasurement made by pmfessinnél and qualified assessors.

The fair value of tangible assets is generally their market value determined by measurement

Revaluaticn frequency depends on the changes in the fair value of revaluated tangible assets. If the fair
value of an asset materially differs from its carrying amount, & new revaluation is reguired.

When a non-current asset is revalued, any cumulsted depreciation at the date of the revaluation is
removed from the gross carrying amount of the asset and the net amount 15 retreated at the revalued
amount of the asset.

Thersfore, revaluation frequency depends on the changes in the fair valie of tangible assets. If the fair
value of a revalued tangible asset at the balance shest date materially differs from its carrying amoun(, a
new revaluation is required. If the fair values are volatile, as the case may be for land and buildings,
frequent revaluation may be required. If the fair values are detenmined for a long penod, as the case may
be for plant and equipment, less frequent revaluation may be required. 1AS 16 suggests that annual
revaluation may be required if thare are material and volatile changss in the vaiues.

If 2 tangible asset is revalued, the entire category of tangible assets the revalued asset belongs to should
be revaluerd.

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

The depreciation of an asset begins when the assst is available for use, ie. it is in the |ocation and
condition reguired to operate as intended by the managsment.

The depreciation of 2552t ends upon the first occurrence of gither the date when the asset is classified as
held for sale {or included in a group intended for disposal and classified as held for sale), ascording 1o
IFRS &, ard the date when the assel is derecognised. Therefore, depreciation does not end when the
assetis idle, except when the asset is completely depreciated.

Land ard buildirgs are separable assets and are carried separately even when they are acquired
togather.

The lanc owned is not depreciated.

If the cost of land includes costs of dismantling, remauing and restoring, these costs are depreciated
during the period in which revenue is abtained as a result of these costs being incured.

The depreciation method used reflects the anticipé’[ed rate of consumption by the entity of the future
éconnmic benefits of the asset.

For all assets aquired starting of 1 January 2015 the Group uses the straight-ine method as the

depreciation method.
e —
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The residual value, the usaful life and the depreclation methad are reviewed at the date of the financial

statements.
The Grour management desmed appropriate the fallowing durations of useful life for different categories
oftangible assets:

Tangible assets Duration (years)
Buildings 20 - 40
Technalogical equipment 5-12
- Measurement, control and adjustment devices 3-8
Motor vehicles 4-8
Furniture, office equipment, human and material protection equipment A-15

mpalrment pﬁﬁcy applied by the Group

The revaluation surplus of a tangible asset accumuiated n equty should be directly transferred each
ronth to the retained eamings as it is depreciated, if the asset is used, and upon derecognition, when the
agset is disposed of or withdrawn from use.

It an asset is revaluated a loss resulting from this operation i recegnised direcily by reducing the
revaluation surplus. but the loss showd not exceed it

The gain or loss resulting from the derecognition of 5 tangible asset should be recognised in prafit or loss
atthe date of the asset derecognition.

The carrying amount of 3 tangible asset is derecognised on dispoesal or when no future benefits ars
expected from its use ar disposal . _

If items of tangikle assets that were held for rental to others are sold repeatedly. these assets should ke
transferred ta inventories at the carrying amount of the dats when they cease to be rented and become
held for sale. The proceeds from the sale of these assels are recognised as revenue in accordance with
1AG 18 = Revenue.

Mainterance and major repairs ,

Capitalised costs for major repair aclivities are separate components aof the corasponding assets ar
groups of assets. Capitalised costs for major repairs arg amartised using the amartisation methed used
for the underlying asset. The expenditure for major r:pair works includes the cost of replacement of the
assets or parts thereof, the costs of inspection and the costs of major repairs. The expenditure is
capitalised if an asset or & part of an asset which was amortised separately is replaced and is expected to
generate future economic benefits. If a part of the replaced asset was not considered- a separate
componant and, therafora, was not amorised separately, the replacement value is used to estimate the
net carrying amount of the replaced assel(s) which isfare immediately removed. All the other costs

incurred for current repairs and ardinary mainterance are directly recognised as expenses.



S.C ELECTROMAGNETICA S.A.
EXPLANATORY NOTES TO THE COMNSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR CLO=ZED ON 31 DECEMBER 2015
{all the amounts are expressed in RON, unless otherwise specified)}

Investment property

Inifial measurement

Invastment property is initially recognised at cost according to 1AS 40 — Investment prapearty. The cost of
investment property includes the purchase price plus any costs directly attributable thereto {professional
fees for legal services, charges for the ownership transfer, etc.).

Measuremant subsequent lo recognition

The Group selected the fair value model for the presentation of investment property in iis financial
staterments. The depreciation is no langer accounted for, instead, the impaimentfappreciation according

o the annual measurement at fair value is accounted for.

Financial aszets
According ta I1AS 35 financial assets are classified in four categaries:
s financial assets at fair value through profit or loss — the financial assets held for for trading;
» |pans and receivables - non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market, other than:
- thosa intended by the entity to b2 sold immediately or within a short pericd {which should be
classified as held for trading) and those designated by the entity an initial recogrition as assets at
fair value through profit or loss;,
- those designated by the entity on initial recognition as avaltable-for-sale; or
- those for which the holder may not recover substantially all of its initial investment, ather than
hecause of credit datenaration {which should be classified as available for sale).
= held-to-maturity investments — non-derivative ftinancial assets with fixed or determinable
payments and fixed maturity that the entity firmly intends and is able to hold to maturity.
« available-for-sale financial assets — aﬁy financial assets not classified in one of the above
cateqories,
Acgording to 1A% 38 — Financial Instruments, the Group classifies the financial assets hel as financial
assets at fair value through profit or loss and classifies in this cateqory the shares acquired for the
purpose of trading, BVB portfclio. Short-term securities {shares and cther financial investments) admitted
to trading on a regulated market are measured at the quoted value on the last trading day. '

Investments In related entitias
Subsidiaries are entiies controlled by the Group. IFRS 10 - Consalidated Financial Statements defines
the control principle and establishes the control az the basis fer congdlidation. IFRS 10 establishes the
manner of application of the control principle to determine whether an investor controls an investee and,
therefore, it should consolidate the investee. . :
An investor controls an investee if and anty if the investor has all of the following elements:

a) power over the investee;

- e e
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b} exposure, or rights, to variable returne from ite invalvernent with the investes

c) the ability to use ite power over the investee ta affect the amount of the investor's retums.
None aof the companies in which SC Electromagnetica holds interests is quoted on a stock exchange. The
worresponding assets are measured at the acquisition cost, are annually tested for impaiment and the

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

Consalidation procedures used

To consolidata the financial statements, Electromagnetica Group

a) combines like items of agsets, liakilites, equity, income, expenses and cash flows of the parent with
thasea of its subsidiafies

b) offzets {eliminates) the carrying amaunt of the parent's investmant in each subsidiary and the parent's
partion of eqJity of each subsidiary

c} eliminates in full intragroup assets and labilities, equity, income, expenses and cash flows relating to
transactions betwesn entities of the group {profits or losses resulting from intraqraun transactions that are
recoqnised in assets, such as inventory and fixed assets, or eliminated in full). Intragraup losses may
indicate an impairment requiring recognition in the consalidated financial statements. 148 12 = Income
Taxes is applied to the tempoerary differences cecuming from the eliminatian of profits and losses deriving
from transactions inside the graup.

The non-controlling interests in subsidiaries are presented in the consclidated statement of financial
positian within eguity, separately fram the equity of the owners of the parent.

Uniform accqunting pollcles

Elzctramagnetica Group prepares consolidated financial statements using uniform accaunting policies for
similar transactions and events in similar circurnstances.

If & subsidiary part of Electromagnetiza Group uses accounting policies other than those adopted in the
consolidated financial statements for similar transactions and events in similar circumstances {different
methods of depreciation, different methode of measurement, =tc), the financial statements shall be
adjusted to enable the use of the financial statements of that subsidiary in the preparation of the
consolidated financial statements and ensure compliance with the Group's accounting palicies.
Electromagnatica Group includes in its consolidated financial statements tha income and expenses of a |
subsidiary from the date it gains contral until the date when the entity ceases to eontrel the zubzidiary.
Non-controlling interests - the proft or loss and each component of other comprehensive income is
sttnbuted to the owners of tha parent and to the non-controliing interests.

Reporting date
The financial statements of the parent and its subsidiary use the same reporting date in the preparatlon of

the consolidated financial statements, namely 31 December 2014 for these statements.
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Electromagnetica does not have joint arrangements, as ragulated by IFRS 11 = Joint Arrangements, or

interasts in other entities, uncensolidated subzidiaries or unconsolidated structured entities

The application of IFRS 10, 11 and 12 28 of 1 January 2014 required a significant judgerﬁent by the

manzagement in determining the contralled entities that must be consolidated by the parent cﬂmpany'
accarding to the reguirements included in LAS 27 prigr to this date. The management assessed the power

aver its investees, derived from the vating rights attibuted based on equity instruments [shares). The

parent has rights to varable returns from its involvement in the subsidiaries in which & invested. which

rights correspond to the performance of the investee. The managemant concluded that it not ordy has

power over the group entities, but it also has the ability to use its power to affect its returns from Its

involvement with the investees.

The managemeant of Electromagnetica reviewed the level of control on inve&tm.ents in cther entities in

accordance with IFRS 10 and concluded that thers is no effect on the Slassification _nf any of the’
investments held during the reporting period or the comparative periads covered by these financial

statements.

Interest on leans

The interest on the laans direstly attdbutabla ta the purchase, construction or manufacture of an asset
with long production cycle are capitalised until the asset is prepared for its predetermined use or sale. All
the other costs related to loans are recognised as expenses in the profit and loss account for the perigd
of their occurrence. Interest expensee are recorded using the effective interest method.

Government grants

According ta [AS 20, government grants are recognised only when there is reasonable assurance that the
entity will scomply with any conditions attached to the grant and the grant will be received. Tne grants that
meet these requirements are presented as other liakities and recognised systematically in the profil and
loss account for the useful life of the assets they relate to.

In thiz category is clagsified the equivalent value of the green cerlificates received as a producer of
elactricity transmizsion and distribution operatar, in accordanee with applicable legislation. These are
initially measured at the trading price on the date of their receipt, as published by the aperator of the
electricity market. At the end af the financial periad, the remaining green certificates are measurad at the
trading value puhlished by the electricity market operator for the last transaetion and the differances are
reflected in the prafit or loss for the period.

Inventaries
According ta I1AS 2 — Inventones, these assets ara:
+  gssets held for sale in the ordinary caurse of business
r assets in the production process for sals in the ardin ary course of business or

+ materialg and supplies that are consumed in production or service provision
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Inventaries are stated at the lower of cost and net realisable value. The net realisable value s estimated

based on the selling price in the ordinary course of buziness, lazs the estimated cost of complation and
the eslimated costs necessary ta make the sale. For inventaries without moving or slow moving ones and
finishad goods adjustments are made basaed on the management's estimates. The set up and reversal of
sllowances for inventories impairment ig made in the profit and loss aceount.

The Group uses the First In First Qut (FIFO) methed to determine the inventory oulflow cost of supplied
materials.

The =tandard cost is used for inventory inflow and cutflow of finished products, Based on the
management accaunting, the actual cost of the obtained products is determined at the end of each
rmanth,

Receivables and cther like assets

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

When a receivable is expected not to be fully collected, allcwances for impairment are recorded at tha
lewel of the amount that cannot be recovered. Receivables are discarded following their collection or
assignmrent to a third party. Current receivables can also be discarded by the mutual offset of accounts
receivable and payable between thard parties, under the law.

The receivables with expired collection time limits are discarded after the Graup obtaing the documents
proving that all the legal steps o recaver these receivabics were taken. Discarded receivables are

continue. to be manitared.

Cash and cash equivalents
For the purpose of the preparation of the statement on cash flows, the cash is considered to include the
existing petty cash and the cash in current bank accounts. Cash eguivalents represent depesits and

investments with high liquidity and initial maturities under three manths.

Liahbilities
A lability i& & present obligation of the Group ansing from past events, the settlernent of which is
expected to result in an outflow from the entity of resources embodying econamic banefits.
A liakility is recognised in the accounting rec:ﬁrds ahd presentad in the financial statements when it is
prabable that an outflaw of resourses embodying economic benefits will result from the =attlerment of a
prezent obligation and the settlement amount can be measured reliably.
Current liabilities are the liabilities that must be paid within 2 period of up to one year.
A liakility should be classified as a current lighility, also known as short-term liability, when:

a) itis expected to be settled in the ordinary course of the Group operating evele, or

By it is pimarity held for trading;

c] itis due to be settled within 12 months after the balance sheet date;
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di the Group does not have the unconditional right to pestpane the settlement of the kability for

at least 12 manths from the balance zhaet date.
All the other liabilities musl be classified as non-current liabilities.
Liabifities are presented at amortised cost.
Deferred income classified as nan-current ligbilities are discounted Using the effective interest rate
method. The discount rate used to this effect is the rate determined accarding to the Group’s own
procedurse |
The Group derecognises a Hability when the contractual abligations are performed, cancelled or expired.
If the goods and services supplied in retaton to current activities were not invoiced but the delivery was
made and their value is available. the obligatlan in question is recorded as a liabitity .
The amounts representing dividends atiributed from the net profit for the reporting period are recarded in
the following year within the retained earnings, te be caried as dividends payable following the approval
of this destination by the general meeting of sharghaldears.

Gurrent lncame tax

The current tax payable is bagad on the taxable profit for the year. The tax profit is different from the profit
presented in the profit and loss accaunt becalss it excludes items of income ar-expenses that are taxable
or deductible in other years and also excludes the items that will never become taxable or deductible. The
lighility of the Group in relation to the cument income tax is calculated using the tax rates provided for by
the law or a draft lagislative instrumeant at the end of the year.  Currently, the tax rate is 16%.

Dafarred tax

The deferred tax is created by analysing  the temporary differences of assets and liahilities. The tax loss
carried farward is included in the caloulation of the deferred tax asset. A deferred tax asset is recognised
wnly if it is considered probable that there would ke sufficient future taxable profit after the offset with the
taix loss carry forward and the recoverable income tax.

Deferred tax assets and daferred taw lizbilities can anly be offeet if the entity has this legal right and they
relate to the income tax levied by the same taxing authority.

Revanue recognition

Ravanues are measured according to |AS 18 — Revenue, at tha fair value of the consideration received ar
receivable. Revenue is wrtten down accordingly by the estimated value of the goods returned by
customers, discounts and other similar items.

Sale of goods
Revanue arising from the sale of is recognised when all of the foliowing criteria have been satisfied.
+ the Group has transferred to the buyers the significant risks and rewards of ownership:
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* the Group retains neither continuing managerial invelvemant b the degres usually associated with

ocwnership nor effestive cantral sver the goods sald;

* the amaunt of revenue can be measured reliakbly,

* it is probable that the 2conomic banefits assaciated with the transaction will fiow to the entity; and

= the costs incumed 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 flow to the Graup and the amaount of these benefits can be measured with relisbility,
The amount cf the revenue deriving fiom & transaction is usually determined by the agresment of the
entity and the buyer or user of the asset. Revenue is measured at the fair value of the consideration
received or receivable, considering the value of any commercial discounts and guantity réhates granted,
The consideration consists of cash or cash equivelents and the amount of the revenue is the amount of
the cash or cash eguivalent received ar receiﬁable. However, when the inflow of cash or cash equivalents
is deferred, the fair value of the consideration can be inferiar to the nominal amount of the cash received
or receivable.
This situation also applies to supply contracts with supplier credit facility if. the: Group can offer to the
buyer an interest-free cradit ar can azcept from the latter trade instruments with a below-market rate of
interest as congideration for the sate of goads,
Faor the commercial contracts concluded as deferred payment supplier, the difference between the fair
value and tne nominal amaunt 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 implicit
interest rate.
The Group chose o use the interest rate determined under an internal procedure to discount the amounts

receivable in the fu_ture.

Rendering of services
When the result of & transaction that involves the rendering of service can be estimaled reliably, the
revenue associated to the transaction must be recogrised depending on the trénsactan stage of
completion at the closing date of the reporting period. The result of & transactan can be estimated with
relizbility when all the conditinns below are met:

+  the amount of revenue can be measured reliably;

+ itis probable that the ecanomic benzfits aszaciated with the transaction will flow to the antity:

+  the transaction stage of completion at the balance sheet date can be measured relizbly;

+  Ihe costs incurred, or to be incurrad, in respect of the transaction can be maeasured reliably.
The Group uses the "percentage of completion method” to recognise the revenue depending on the
ransaction stage of completion. According to this method. revenue is recognised in the accounting
perinds of the rendering of services. The recagnition of révenute on this base provides useful information
on the sharss of the rendering of services and its results during a periog,
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The revanug is recognised only when it is prabable that the econamic benefits associated with the

transachon will flow to the entity, When the coltectability of an amount already accounted for as revenue
iz uncertain, the amount that can na lohger be cellected or the amaunt the collection of which ceased to
be probable is recoghised as an expense rather than an adjustment of the initially recognised revenue
amount.

When the result of a transactian that involves the rendering of services cannot be reliably estimated, the

revenue must be recognisad only to the extant of the expenses recognised that are recoverable.

The revenue from renting activities is recognised on a straight-line basis in the profit and loss acccunt
over the duration of the rental agreement.,

Dividends and interest

The revenue arising from dividends is recognised when the shareholder's right to receive payment is
established. The revenue is recorded at the gross amount that includes the tax cn dividends, which is
recognized as 2 current expense in the period in which the distribution was approved.

The revenue arising from interest is recognised based on an accrual basis, by reference to the
outstanding principal and the effective interest date, the rate that exactly discounts the estimated future

flows of the amounts received.

Provisions
Provisions are recognised for present abligations ta third parties when it is probable that the obligation will
be settted and the settlement amount can be estimated reliably, Provisions for individual ohligations ars
seftled at an amount equal to the best estimate of the amount necessary to settls the obligation.
Provisions are grouped by categories and arg recagnised for:

2] lawsLits; .

o) gquarantses to customers,

c) dismantling of tangible assets and other similar acticns related thereto,

d) restructuring:

2] emplayee benefits,

) other provisions
When the review by the management tagether with the legal advisors of the chances for the Group to
lose a lawsuit leads o the conclusion that the estimated probability for loss is higher than 51%. a
provision is recagnised at the reliably estimated amount,
Provisions for guarantees o customers are recognised depending on the estimates of the management
and the sales, technical and quality departments an the level of expenses incurred for repairs during the
warranty period. The level of expenses incurred for repairs during the warranty period is determined as a

percentage of the tumover for the reporting year.
Provisians for restructuting
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The implicit restructuring obligation occurs where an entity:

- has in place an official detsiled restructuring plan that presents: the activity or part of activity it
refers to, the main focations affected, the location. position and approximate number of employess o
receive compensation for the termination of their activity, the expenses invalved, the date of
implementation of the restructuring plan.

- has generated the reasohabls .expectatiun of the affected parties that the restructuring will be
performed by staring the implementation of the restructuring plan ar the communication of its main
features to those affected by the restructuring process
The restructuring prevision only includes the expenses directly relzted to the restructuring.

Frovisions for empinyes benefits '

Are recorded during the financial year for annual leaves not taken or otner lang-term employee benefits
{if provided for in the labour contract). Upat thair racagnition as liabilties ta employees, the amount of
provisians will be carried in the cerresponding revenue accounts.

 Other provisions

If liahilities of uncertain timing or amount that meet the conditions of the recognition of provisions
according o I1AS 37 are identified but not found in any of the above categories, other provisions are
recorded. _ )
At the end of each reporting period, the provision is remeasured and adjusted to represent tne best
present estimate. When the analysis shows that the outflow of resaurces embaodying economic penefits to
settle the ahligation is no longer probable, the provision must be cancelled.

The Group dess not recognise provisions for operating losses. The forecast of operating losses indicates
that certain operating assets can be impaired, in which case these assets are testad in accordance with
|AS 36 - Impairment of Assets.

Employee benefits

The whbligations representing shart-term employee benefits are not discounted and are recognised in the
statement of profit or loss and other comprehensive income as the related service is rendersd.

The short-term employee benefits are wagaes and salaries, banuses. and social security cantributions.
Short-term benefits are recognised a5 expenses in the pericd in which the services are rendered.

The Group makes payments on behalf of its empioyees to the Romanian public pension system, the
health fund and the unemployment fund in the ordinary course of business

Al the Group employeas are enrolled in and required to eontribute to the Romanian public pension
system. All the related contrbutions are recognised in the pmfii and igss account for the period in which
they are paid. The Group does not have other additional abliqations.

The Groyp is ngt invelved in any indepandent pension scheme, therefore it does not have any obligations
in this regard. The Graup is not involved in any post-employrment benefit scheme. The Group does not

have any obligation to provide subsequent services to fanmer or present employees.
At present, the Group does not grant employse benefits in the form of prodit sharing.
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R I A A=,

Currently, there is no plan providing for the Group to grant benefits in the form of entity shares (ar other

equity instruments).

Profit or logs for the period

The profit or loss is accounted for cumulatively from the beginning of the financial pericd.

The profit or loss far the period is determined as the difference batween the income and expenses df the

period. _

The final profit ar loss for the financial period is determined upon closure and represents the final balance

of the profit and loss account. )

The prafit is distibuted under the laws in force. The amounts representing reserves set Lp from the profit

of the current financial period, under applicable lega: provisions. such as the lggal resarve establishéd
under Law no. 31/1980, are recorded at the end of the current pericd. The accounting prafit remaining

. after this distribution is camed forward at the beginning of the financial period following the period for

which the anrual accounts are prepared, in the account 1171 — Profitloss camied forward, and is

distributed to the cther destinations decided hy the general meéting of snareholders, in compliance with

applicable |legislation. The destinations of the accournting profit are accounted for after the general

meeting of sharsholders has approved the profit distribution, by the recording of the amaunts

representing dividerds due to shareholders, reserves, and other destinations, under the law.

Earnings per share

IAS 33 - Earnings Per Share stipulates that the entities which present bath the consolidated financial
staternents and the consolidated financial statements are required to present the earnings per share only
on the basis of the consolidated information. f the entity chapses to present the sarnings per share basad
on its consolidated financial statements, it is required to present the information about the: sarnings per
share gnly in the statement of cnmpfehensiue income. In chis case, it is not necessary to present the
eamings per share in the congolidated financial statements.

The Group chose to pressnt the earnings per share in tha separata financial statements.

Leqal reserve

According o Romanian legislation, the entities must alloeate an ameont at least equal to 5% of the profit
before tax ta the legal reserves, until the reserves reach 20% of the share capital. When this level is
reached. the entity can make additional allocations exclusively from its net prafit. The.legal resarve g
deductible within the limit of 5% of the aceounting profit, befors the determination of the income tax.

Reporting by aperating segments _
An operating segment is a separate component of the Group, which is engaged in activities that could
generate revenues and expenses, including revenues and expenses related to the transactions with any

of the other components of the Group, and is exposed tw risks and benefits that are different from those

L .
29
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af the othar ssgments, The main format for the Group's reporting by operating segments is representad

by the segmentation by activitias.
According to IFRS 8 - Operating Segmeants, an opersting segment is a component of an entity:
. that engages in business activites from which it may eam revenues and incur expenses
{including revenues and expensas relating to transactions with other compenents of the same entity);
. whose operating results are reviewed regularly by the entity's chief operating decision maker to
make derisians about resources to be allocated to the segment and assess its performance. and
. for which discrete financial information is availablz,
Considering the critera for the identiication of operating segments and the guantitative thresholds
described in IFRS 8, the Group identified the following operating segments for which it presents separate
information:

v licensed activity — electricity supply and production.

v unficensed activity,



LEV'POLOL - 686°15¥T LT GLEG 8¥5 LZY'E 8LE° 15T

{BOZ &G - (G28°9) #5Z°05) (6252 -

ESODLDE - CARERDL SgGHCY v FEE'TLEE FER'SC

ErtEsl 2 . Lo s1¥1 S 00Ps o8s LEL ShEGEZ
ssauficad wy S1a35e Alauyaew juawaacsdu

=32l £15955E apbue] a1q1BuEy J3Y1D puejue|d sBuping pUE] pUE pUe"

PLOOFEPPE nmm.vm..."_. I LZO PSS eZ8FiG 0L L__,_v._....m_nm. 1] GEE LBLBLL

{966 067 §) - - - - (966 06V '3)

(ZBZ' 1206} (E28 PP E) 9T+ 9} (0oL 0Lr) {50111} (B29€£80 Q)

21 1R -10 VA 4 - - - - aol B3 LE

FAS L T LIGEEEEE R r e CLEPROP +B0° L89G adL 8l L g

65 LEF¥ET SEF YR L LZO'RES P ¥OZ 0Z6ZE R9F L5608 AT TiF YOl
gseatfoid u) Sla5se Aaujgrew Wawasosdwn

[E¥OL sI59s5e 3|qibue | aiqibuey Jayin PUE JUE|{A sBuspjing PUE| PUE PUET]

S10Z Jaquiedeq] L Iy

Qe eASY J0) JUNOLUE
¥EU aU7 0 USjeUlLIaR 23] Woy
. YTIUM IO EMO|ND

Ja) uengaedap palRNUINDDY

JE8k 311 10 UGBS0y

FLOZ 4aguwanaq LE W

U]ESIIOLWE PalEINLUNI3yY

SLOZ Jaquuadag LE 1Y

SEESUIOR UDen|BAR
LINIEN | EARS JOY JUMHLUE
18U B4 O UDIEU WIEE SU) Wol
LA SO SO 0
LiGI]En | BAS UG,
LDLIA 1O SARD) |

102 Jaquuadad LE I

anjea,

S13S5Y ATHIDONYL

(payirads asaaylo SSaUn ‘NO U passeadxs are sjunaowe ayj e}
SLOZ HAHWAD3AA LE NO O3S0 1D A3 A IHL HCd

SINIWILYLS T¥IDNYNIH O3LYAMNOENDD 3HL DL S3LON AM01LYNY IdXd

TS YIILANSYNCHLDITT IS



aggcl gzyr GZZ 965 L SLEZERT $9%5°565°92 GER™I0E AL 955 9F5'6 kL
650" LOZ 94T aLFersL 0ESZTLE - PO9SLE LE Z0L°0r8 01 STLBAR'TOL
195786 L9€°96 - - -
[BLIIDT) - - - 6L 2I0°1)
J9E°55 L9806 - - -
d6LLLD L - - - el 20 L
‘sEalBosd Hj s)jasae Azuyoew jusiaAa iy
10 :
I*3 ._.. s]1sasse a|g|fue a,qiBue Jay0 Pue jueld sBuiping pUE] pUe pUe

SL0Z 1aquuadag] LE 1w
PIOZ 1aquiadad bE Iy

unowe BuiAiied jaN

SHOZ Jequiadad LE 1Y

E80| IO
yjoud ui pasiuboos juswnedw
10} S3OUBMO|E |0 [ES13ADY]

5501 40 1pcud Ul pasiuBoosd
JuaLUEdW J0) SESUBMO|Y

FLOZ 1B3quadaq LE 1w

WeuLedul) 10} SEOURM Y

{ panuuoa)
S15388Y ATHIONVL F

{pawsads asivuaylo ssajun ‘YO VI passaadxs 2ue sjunowe ayy (el

5102 Y3a8W3234 L NO 0350710 HVIA IHL HO4 .
SINIAILYLS TVWIONYNIA QILVAITOSNOD IHL OL S3LON AHOLYNY 1dX3
WS YOILINOVYINOWLDITT 'S



5.C ELECTROMAGNETICA 5.A.
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TANGIELE ASSETS

At 31 December 2015, the Group revalued the |and of parent-company..

The revaluation was perfarmed by a company autharized by the National Association of Romaniar
Valuers (ANEWVAR).

According to the revaluation report, tangible assets increasead by a total of 16.676.831 lei.

At 31 December 2015, the tangible assets raised by £% compared to 31 December 2014, whach is mainly
due to the recorded revaluation of lands.

The inflgws of tangible assets cansist of modermnisation of the Group's premises and purchases of plant
and machinery and revaluation of lands.

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

To secure the guarantee agreements and the lcan contracts signed with the fimancing banks, the Group

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

Guarantee Financing

Name of the assct contract bank
. _ Loan and

1. Lang com. Domnest, fov County = 67.713,86 m2 agreement ECR
. _ Loan and

2. Land cam. Moara Vlasiei, lifov County = T0 469 m2 agreement ECR

3. Land str. Mitropolit Filaret 38-37 sect. 4 Bucharest = 1.595 m2 Loan and BCR
' ' pa ' ) agresment
- _ Loan and

4. Land str. Yeselisi or. 19 sect. & Bucharest =15,095 m? agreement _ BCR

5. Buildings {cadastral parcels no.13,15,16) Laan BRD

Calza Ratovel 268-268 Sectar & Bucharast

The tangible assets also include assets assets acguired by government grant and vsed in licensed
activity in pne of the small hydropower plants located in Brodinag Suceava County . The net cafrying
amount of the investment at 31 Dezember 2015 of 16.427.078 lei, of which 5226 399 lei subsidized
amount. For 2014 the net carrying amount of the investment at 31 Decambear 2014 was 17.035 927 lai of
which 5382 305 lei subsidized lei. _

The parent campany is invalved in lawsuits for the recovery of possession of lahd and has set up a
provision for litigation in the amount of 855 808 lai (note 171,

During 2015, the amount of 592629 lei was transferrad to revenue following the court order by which

some aof the ground in street Petre |spirescu was lost.
INVESTMENT PROPERTY

The Group owns propetty that is fully used for rental. All the rental agreements have an initial duration of
minimum ene year, Further extensions are negotiated with the tenants. The cbllgations of the parties with

regard to repairs, maintenance and improvements are set forth in the contracts.
L .|
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According to IAS 40, this categary of property is recagnised as investment property. The Group selected

the fair valus model for the presentation of investment property in its financial statemants.

At 31 December 2015 the investment praperty is structured as follows:

Year 2415 Year 2014

Balance at 1 January 2.154.438 904.248
Inflows, of which: 39.935. 1.247.181
from fair value valuation - _
Outflows, of which: _ _
from fair value valuation - - -
Balange at 31 December 2.134.074 2,154,439

Far the purpose of consolidation, the accourting depreciation ¢aloulated and recorded oy SC Procetel SA
for the investment properties was remaved.

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

The revenug arising from the investment property In 2015 amounts to 1.444 137 lei and covers the
expenses incurred by the owner,

The Group halds other rented spaces within buildings used in conjunction with ather activities. These are
net ¢lassified as investment property because the share in total revenues is insignificant, Also in most
tases these spaces can not be taken separately .

¥We mention that there are no restrictions an the lavel of realisation of investrmant property or the transfar

of revenue and proceeds from digposal.
INTANGIBLE ASSETS

Intangible assets include software, licences and variaus software applications. They are amortized using
the straight-ling method.

n the statement of fihancial posiion, they are presented at historical cost legs amortization and
impairment.

The increase of intangible assets is mainly due Lo the purchase and putting into operation of the new
integrated infarmation system of parent company.

The useful life was estimated at 3 years far most of the intangible assets. The information system wil- be
amortised over & yéars. .. ' .
At 31 Decamper 2015, the share of the parants intangible assets in the total intangiblz assets of the
Group was 99 96%.

The situation of intangible assets at 31 December 2015 was:
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Cost

At 31 December 2014

Inflows
Cutflanws
Transfers

At 31 December 2015

Accumulated
amortlsaton

At 31 December 2014

Amaortisation for the year

Accumulated
amandisation for oulflows

At 31 December 2015

Allowances for
impairment

At 31 Dacembar 2014

Allowances for
impairmeant recognised in
prafit or loss

Feaversals of allowancas
for impairmant
recognised in profit ar
lo=s

At 31 December 2015
Het camylng amount

At 31 Dacembar 2014
At 31 December 2015

Congessions Orther Intangikle
patents intangikla assels in

licences aseets progress Total

I67.872 2.131.032 128.228 2.627.132

74.501 171 460 431,825 G77 586

{B5.547) - (647.152) 632.599)

J56. 826 2.302.482 12.701 2.672.019
Concesslons Crther Intangibla
patents intangikle aszets in

llcences assels Prograss Total

268.775 539.560 - 808.235

459 119 521 467 - 570586

[B5.547) - - {65,547}

232.347 1.061.027 - 1.293.374
Concessions Cther Intangible
patants imtangible agzefs In

licences aASFElS progress Tatal

- 90.000 - 99.000

- {50.000) - (80.000)

89.097 1.501.472 128.228 1.728.757

124 473 1.241.4E5 12,701 1.378.645
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OTHER NON-CURRENT ASSETS

Thie category mainly includes the performance guarantees granted to custamers, which wera classified

as noh-current acaarding to tha respective contracts. These amount ta 1.111.417 |ei. The same category

includes the green certificates that were delayed under GEQ no. 572013, amaurting o 1133 486 lai.

These assets are measurad at cost and are assessed for impairment annually.

At 31 Dacember 2015, the performance guarantees are divided into current and non-current, as follows:
Total

Under one year Jver one year

Performance guarantees 2160417 1,049,000 1111417
INVENTDRIES

31 Dacember 2015 31 December 2014

Raw materials 8.327.599 7.885.738

Finished goods 4131738 §.017.474

Work in progress 2.537.295 3.243.754

Allowanees far the impairment of inventories £1.265.9186) f882.472)

Total 13.730.817 16.354.495

The mavement of allpwances for the impairrment of inventonies s as follows:

2015 2014

Balance at beginning of year 89Z2.472 447213
Allowances during the current year 373444 443138
1.2635.916 892,472

Balance at end of year

Allgwances were recorded in the amount of 487,781 lei for raw materials with no moving or slow movinfg
ones and 778,155 lei for finished goods

The Group did nct pledge inventory items to-secure liabilities.

Of the total inveniory at 31 December 201556,52% iz owned by the parent.

TRADE RECEIVABLES

Receivables are recorded at nominal value and are accounted for in the cost accounting for each natural
or legal person. The receivables denominated in fareign curency were measured hased on the exchange
rate applicable at the end of the peniad and the exchange rate differance was recoghised as income ar
expense far the period.



5.C ELECTROMAGNETICA 5.A.
EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR CLOSED ON 31 DECEMBER 2015
{all the amounts are expressad in RON, untess otherwise specified)

Liguidity period
3 December 2015 under 1 year avar 1 yeaar
Intemal trade receivables 46,822,995 43.381.824 3442171
External trade recalvables 4.542.562 4.542.552 -
Estrmated trade receivabies 4.553.257 4.953.257 -
Allowances for the i
impaimmant of trade . [1.533.85) (1.533. 863} -
racaivahlas L o
Net trade receivablaz 54.785.931 51.343.760 3442171
Liguidity period
31 December 2014 under t year gver 1 year
Internal trade receivablasa 5. 790,669 37.450.185 13.330.484
External trade receivables . d.260.642 3.959.642
Estimated trade receivables ' 540.017 40017
Allowances for the
impairment of trade ¢t 467 578) {1.487.579) -
recenahles
Net wde rec.eivahles 53. 322. ?45 4D.492.255 1 3.330.484

Thea movament of allowances for the impairment of trade receivables is as follows:

2015 2014
. 1.467.579 1.440.094
Balance at beginning of year
e . T8 785 45.057
Impairment allowance recording-reversal
Impairment allowance write-dawn (12.485) (20.572)
1.5633.883 1.467¢.579

Balance at end of year

The Group presents in the category of receivables with liquidity period over 1 year the amounts arising
from the purchase or service cantracts concleded with customers under a supplier credit facility.

The batance of trade receivables from customers at 31 December 2015 was 5.642.0711ei and represents
promissory notes issued by customers in favour of the parent under the contracts concluded.

Al 31 December 2015, the doubtful accounts and disputes amount to 1.537.885 lei (at 31 December
2014 they were 1,530,030 |ei),

The Group did not record significant amounts related to receivables uncollected within the period
pravided for in the conkracts with customers. The impaimment recorded refers fo ameunts not callected
from doubtful accounts or disputes for which a rigk of failure to Gollect was estimated according to the
policy adopted by the Group.

For the purpose of cansolidation, mutual payables and receivables were oifset,
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10 OTHER CURRENT ASSETS

31 December 2015 31 Decamber 2014

Debtors 353 653 §95.169
Accrued expenses 1.395.374 1.857 550
Suppliers debtors 423.327 2 329161
Other assets 302 355 1.360.382
2.430,™5 6.354.272

Total

The accrued expenzes of 1 285,374 lei mainly consist of rent paid in advance, insurance premiums for
the civil I:ahility of directors and vanous subscriptions.
Dther assets also include the value of the YAT not due fram invoices of suppliers who apply VAT

callection system.
11 FINANCIAL ASSETS MEASURED AT FAIR VALUE THROUGH PROFIT OR LOSS

In the group of financial assets measured at fair value through profit or Ioss the Group includes shares
traded {Level 1 inputs - determining fair value)

Year 2015 Year 2014
Initial balance at 1 January 224.000 1.250.953
Intiows quoted shares H.004 282 10.410.082
Outfiows quated shares A28 12 11.437.03%
Final balance at 31 Dacember 224.000

12 CASH AND CASH EQUIVALENTS

Yeaar 2015 Initial balance Final balance
Petty cash 47217 21882
Current account with banks 31 400321 16.881.5003
Cash equivalents 2211 £5.551
Tatal 31.445.749 17.009.936

13 SHARE CAPITAL

The structure of the shareholders that own cver 10% of the share capital of parent at 31 December 2015

s
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e e———————

M Decernber 2015

31 Dacamber 2014

Shareholder No. of shares ¥ Ne. of shares %
PAS Associatin 200.302.763 206289 200.302.763 24,6280
Electromagnetica .

5IF Qltenia 54 170,646, 321 25,2431 16B.510.082 24 9261
Matural persons 195 457 638 28,9122 186,184 794 24 0198
Legal Persons 109.631.981 16,2188 111.041,064 16,4253
Total 676.038.704 100 676.038.704 100

The Group coses not own bonds, redeemable shares ar cther portfolio securities.

RESERVES

The legal reserves increased in 2015 by 3.304 l&i becauss of the profit obtained by the subsidianes.

Revaluation reserves amount to 97.951.100 I=i 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 2t heginning of year 71.337.18% 79.297.662
21709147 278.030
Increase
i1.095.192) f2.235.507)
Decreass
a7.951.100 77.337. 185

Balance at end of year

The decrease was due ta the trarsfer of the revaluation reserve to retained earnings following the discard

of assets or as these were depreciated.

Althe end of 2015 the Group has other reserves amounting to 58.085.051 lei of which reserves for own

sources of founding represent 935%.
The increase is due to the distribution of the profit for the year 2014,

2015 2014
Balance at beginring of year 53673.554 40.412.287
4415497 13.261.257

Increase
Dacrease - )
53.089.054 53.671.554

Halance at end of year
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RETAINED EARMNINGS

At 31 December 2015 the profitiloss carried furward arising from the transfer of reserves from revaluation
related ta the depreciated or discarded assets represents accounting profit of 3.978.432 lei. OF thig,
588 280 |ai represent the revaluation reserve from the last land from Patre tepirescy straat,
At 31 December 20M 5 the Group records & net income of (22 582 308) lei, of which:

+ Joss alribuable to parent-cormpary: (22 588 960)

«  prafit attribuable to non-controlling interests: 16.154
The loss of the year 2015 had resulted from the licensed activities (note 28).

INVESTMENT SUBSIDIES

Total sub un an pesta un an
bnvestment subsifies 5226 288 163.219 5063180

ln 2012, the parent cormpany benefited from an investment subsidy of 5.997.788 lei granted for the
modernisation of the micro-hydroalectric plant in Brodina (Suceava), which will be transferred ta revenue
concomitantly with the recording of the amortisation of the non-cutrent assets purchased under this

praject.
PROVISIONS

Initial Final
Denumire _ balance Inflows Qutflows balance
Provisions for lawstits - 1548437 (592620 955808
Provistons far performance 1.080.000 1.532.038 (994 008} 1.628.030
guarantees to customers
Provisions far ligbilities and 4 500 9.921 308 . 0.025.808
charges
fa"f“iﬁiﬂn for annual leave not 115.000 561.299 {115.000} 561,399

2N

TOTAL 1.205%.500 12.663.182 (1.701.637}) 12.171.045

The Greup has concluded contracts for the supply of lighting unite with warranty. for long periods, i.e. 2 -
4 years. The contracts da not provide for a percentage or amount of the pedormance guarantes,

therefore it cannot be quantified. At the end of each year. the costs incurred for the praducts within

warranty are analysed and the provision is made according to the estimates.
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The parent company is in litigation to claim some land a&nd it has recprded provision for lawsuits
amounting to 955,808 kei,

During 2015 it was recorded & revenue of 592.629 |ei, due to decisioni court by which soma of the
ground on Petre Ispirescy Street was lost.

In January 2016 on the website of the Competition Council it was published a statement announcing the
canclusion of the investigation about  the alfeged cartel in the production and sale of electricity and the
parent campany was fined 9.021.308 lei. Until the completion of these financial statements the Graup
has not received a formal decision in this regard , and the managament has applied the pnnhciple of

prudence and recorded a provision at this value.

TRADE PAYABLES AND OTHER LIABILITIES
31 December 2015 31 Decembar 2014
11.114.595 12.720.536
[nternal frads payables
External rade payables 4471 777 1.780.278
Estimated frade payables 85.644.309 11.320.545
Total 24.220.731 25.821.257

3 December 2015

31 December 2014

Advances reczived from customers 1.589.688 10.4449 301

Salaries and social security contributians 3.041.098 2.810.525
i 2. 787 385 2.456.914

Deferred income

Other liabilities 6,240,449 9.680.191

Total _ 13.658.602 25.397.43

Liabilities are recarded at nominal value and are accaunted for in the cost accounting for each natura ar
legal perscn. The liahbilities dencminated in forsign currency ware maasured based on the exchange rate
applicable 2t the end of the period and the exchange rate differsnce was recognised as income or
expense far the pericd.

The Group does hot have significant autstanding trads payables. .

The 'Grﬂup ddes not have outstanding liabilities tc employees and the state budget the amounts
presented represent liabilities fer December 2015, which are paid on the due date, in January 2016

The Group did not have long-term loans al 31 Deﬁember 2015

The Group has several lnan cantracts approved at 31 Decamber 2015, Their situation is presenied in
Note 30 1o these financial statements, There were no outstanding liabilities related to repayable loans st
31 December 2015 |
Long-tenm loans only include guarantees received from tenants, VAT to be paid and other taxss.

e S e P P T A B e T ———

41



5.C ELECTROMAGNETICA 5.A_
EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR CLOSED ON 3 DECEMBER 2015
{all the amounts are expressed in RON, unless otherwise specified)

The guarantees received at 31 December 2015 amount to 2.772.008 |ei and will be regularised under

the contract terms.

Tatal Sub unan Peste un an

Guarantees received 2772.008 1.754 388 1.017.820

For tha purpose of consclidation, mutual transactions were offset.

DEFERRED TAX
Daferrad tax assets Deferred tax liabilities

An 2015 - At B1.01.2015 At 31.12.2015 At01.01.2015 At 31.12.2015
Tar".gihle Ess.ets - - 1 .25?5‘18 1 3 1 2.4438
Receivables and other 58 194 794,380 - .
assels

Tax-axempl resernves - - 756,181 . 1.323.65%
TOTAL 258124 224,380 2.023.729 2.637.298

The deferred income tax resulted from different accounting and tax depreciation methodz. from the
revaluation of tangible assets recorded after 1 January 2004, which are taxed concomitantly with the

geduction of the tax depreciation, as well 25 fram interest incoms collectad under the supplier credit

contracts.
REVENUE

31 December 2015 31 December 2014
Venlturl 385.483.378 428.024.142
- Revenue from sold production 100.909.455 96.147.639
- Revenue from sale of goods 284 573.921 331.876.503
Variation in stocks of finished goods
and work in progress 10.605.425 9.261.516
Waork performed by entity and capitalised 1.742.45¢ 1.981.283
Other income 2.819.855 4.570.713
- Revenue from subsidies 2.496.527 5.545.191
_ Other income 323.329 1.025.522

400.654.125 443 847 656

Total revanue
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R .

The revenue from sale of qoads dacreased in 2015 by 14% due to reduced customer partofolio in the

21

issnsed activity,
For the purposa of consolidation, rutual transactions were offset,

EXPENSES
31 December 2015 31 Dgcember 2014
Expenses related to materials 315.001.430 339.202.438
- Raw materials and consumahbles 48.235.314 46.166.600
- Goods purchased for resale 254,373,663 290445 448
- Electricity. heating and water 2476453 2.589.390
Expenses related to employee 34.862 468 35.652.105
. 28.508 585 28.301.358
- salares
- Other parsonnel expenses 6.353.883 7.350.147
48.488 347 B1.114476
Other expenses
Postage 404 258 480737
7
Rental 338.913 247 671
Adverisement and entettainment 977.911 1.225.794
558.006 601201
Insurance
Transport and travel 1.950.661 2.047.527
: 44 249 600 45.501.546
Cther operating expenses
Expenses related to depreclation and Impairment 25.375:016 10.557 463
- 9.563. 923 9.599.785
- Depreciation
. . 15.815.093 957 578
- Met impairment
Tatal expenses 423.821.281 436.52¢.432

The raw materials and consumables expenses increased due 90 changes in production structure,
increasing tumoever for unlicensed activity and increase exchange rate

Expenses related to merchandise decreased because lhe volume of energy transactions decreased as
well.

The expensss related to employee decreased because of the decrease of the social 'insuranc-é
contribution from 20,8% to 15,2%.

Operating expenses decreased by 4 % due fo lower annual quata of green cerificates. The expenses

related to green certificates to fulfill annual legal quata are worth 24.934 610 lai,
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Depreciation expenses includes net provisioning menticned in note 18 and impairment expense of land
that had beeh revalusd (Note 4),

Forthe purpose of conselidation, mutual ransactiong ware offsat,

FINAMCIAL EXPEMSES AND INCOME
31 Decemhbar 2015 31 Dacamber 2014

Foreign exchange lpsses {608.784) {1.023.180)
Foreigh exchange gains 372.031 1.991.317
Met forelgn exchange difference 263.247 68.137
Interest expense {57.678) (12.529)
interest income 77.307 : 314.602
Net Interest difference (20.371) 302.073
Dividends received 10 6E7 -
Losses from short-term investments {35.747) -
Gains from short-tern investments 113174 369157
Met difference frem short-term investments 79.427 - 189157
Other financial expenses 154.809 188.909
Other financial income 583.865 1.257.907
" Nat diffarence other financial income and expenses 302.056 . 1.068.998
Financial ragult ¥50.928 1.308.365

INCOME TAX

Settlemeant of prefit befare tax and Income tax expenses in the profit ard loss account:

Indicator 31 December 2015 3 December 2014
Met accourting (loss)/profit {22.582.806) 8.1537.4%4
Deductions ' (9.561.474) (9.900 572
Mon-taxable incomes (3.535.013) £13.813.833)
MNeon-deductible expetses 32.857.291 25.316.480
{Tax Loss)/Taxable profit 436,339 -
Tax loss from previeus years - -
Current income tax [2.335.663) 8.730.444
tncame tax reduction : To.5891 145931
Met aceounting [loss ) profit 96861 1,355,294
Ceductions - {13.049)
Income tax due at end of pariod 96.961 1.342.245
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Income tax paid during the year

Income tax pavablafrecoverable

74,537
22.424

(2.014.229)
(§71.984)

At group leval is reparted tax lass (whally attributable to the parent ), but because it is not a tax group,

there may ba situations where once the fiscal consalidation is done the group dues income tax arising

from subsidiaries .

At 31 Dacember 2015, the current tax assel is 770,855 lei, and at 31 December 20114 it is 773 862 |&i.

All group entities are under the same tax jurisdiction, in Remania

AVERAGE NUMBER OF EMPLOYEES

Evolution of the average number of employees: |

M decem

brie 2015

21 decembrie 2014

Grup

Parent company

GEB6
813

The expenses incurred for salaries and related taxed in 2015 and 2014 are:

Expenseas related to salaries

O which parent company

21 decembrie 2015

Expenses related to social security
contributions
Of which parent company

693
G265

31 dacambrie 2014

Taotzl

Of which parert cotmpany

28.508.585 "28.301.958
26 633.903 26.439.930
6.353.883 7.350.147
5,028,233 B.865.552
34.862 468 15.652.105
32.562.136 33 205 483

The Group does not have a special employes pension

system under the laws ih foree,

scheme and contributes o the national pension
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TRANSACTIONS WITH RELATED PARTIES (the parent company in relation to its subsidiaries)

Sales of goods and services
Electromagnetica Goldstar
Electromagnetica Fire
Electromagnetica Prestsaty
Procetel

Total

Purchases of goods and sarvices
Electromagnetica Goldstar
Electromagnetica Fire
Electromagnetica Prestseny
Proceteal

Total

Trade payables and other liahilities

Electramadnetica Goldstar
Electromagnetica Fire
Electromagnetica Prestsery
Procetel

Total

3 Dacembar 2015

3 December 2014

71.354 86,776
12.874 16.454
18.5448 20485
26103 32.574
128.877 136.288

3 decembrie 2015

¥ decembrie 2014

202345 208,818
853174 559,353
520 325 B02.255
gv2.agg 1.000.277
2.454 026 2.370.7D1

M decembriz 2015

3 decembrie 2014

14,545 28.584
75408 55.714
88 B53 63.473
1.182 -
159,986 148.047

At 31 December 2013, the Group did not have outstanding. receivables in relation to the related

COMpanes,

The Group does not have contractual ohligations te former managers and directars and did not grant

advances or loans o the curent managers and directors.

The Graup did not undertake future obligations of the nature of guarantees on behalf of its dirsctors,

The sales to the related companies (subsidiares) comprise: deliveries of various materials, rents, utilities.

The purchases from the relsted companies (subsidizries) comprise: rental, utilities, cleaning and

transportation sarvices, fire prevention and extinction services.

For the purpose of consclidation, mutual transactions ware offset,




26

5.C ELECTROMAGNETICA 5.A.
EXPLANMATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR CLOSED ON 31 DECEMBER 2015
{all the ampounts are exprassed In RON, unless octherwise specified)

INFORMATION BY QOPERATING SEGMENTS

The Graup Lsed as.the aggregation eriterion for the reparting by aperafing segments the nature of the
requlatory framework and identified the fallowing operating segments for which it presents separate
infemation:

+ Licansed activity — electricity supply and production

v Unlicensed activity
The information by operating segments is reported according to the activities of the Group. The assets
and Nabilities by operating segments include both the items directly aftributable to those segments and
the items that ¢an ke allocated an a reasonable basis.

depreciatian

Year 2015 Unlicensed % Total Licensed % Total Total
activity Company activity Company Company
Net profit 4, 706.005 (27.288 812) (22 582 8D3)
Tolal assets 232.363.331 71,62 92.071.305 28,38 324 434 636
Total liabilites 21372257 37,04 36.327. 486 52 96 57.605.74%
LCuslomer revenue 100.628.080 258,10 284 805 316 13,90 355,483,376
Interest income 77.307 100 - 77.307
L";Ef’;ggfi’;‘na”d 8007517 31.55 17,371,409 68,45 25.379.016
Year 2014 Unlicensed % Total Licensed % Total Total
activity Company activity Company Company
Net prafit 5153245 67,97 2.425 360 32,03 75816058
Tntal assets 146,574 038 44 34 184 004 406 05,66 330.578.444
Tatzl liabilities 24718736 41 48 34 BET. 461 58,352 59586197
Customer revenue 94.800.403 2215 333.223.733 77.85 428,024,142
- Interest incams 314 502 100 - - 314,602
Impairment and 7.577.881 71,78 2 979582 28,22 10.557 463

Licensed activities — these activitles can be found only at the parent

Electricity supply services

The supply of electricity is regulated by ANRE. The Group has been licensed as a suppliet since 2001;
the licence was renewed in 2013 under the provisions of the new energy law (Law no. 123/2012) for
anpther 10 years.

Supply of electricity was conducted in a difficult environment marked by changes of requlation and -of
hehaviar of producers and consumears of electricity. In the first half of 2015, on the backgraund of falling
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prices on the Next Day Market (FZU) under pressure of high energy production from renewabls sourses,

the Group was faced with customers willing o renegotiate prices of supply.
Therefore in-the first half of the year, the trend of the selling price has been one of decline, which has not
been accompanied by 2 similar trend in the purchase price, as the contracts for this perod were
| cancluded earlier, which caused the Ioss. In the second part of the year, market combination in Rofrania,
Hungary. Slovakia and the Czech Republic and especially the elimination of tariff injection for energy
exported led to maintaining high levels of exports to neighboring countries and zlso bringing pricas of
PZU Opcam market similar in Hungary (Hupex). most of the time, Therefore, the costs of the Acguisition
of FZU | PCCE and OTC rose after 1 July 2015 by aligning to the regionat market prices, decreasing
damest c praducers supply (higher exports) and increased consumption for gir conditioning in summer,
We also mention high vanable costs in the balancing market caused by the large component of
renewabies in the production structure at the natianal level but also highly oppartunistic behavior of
producers who have access to the balancing market .
In this risky environment, the Group pursued customer portfolio Irestruc:turin'g: giving up those produsing
imbalances and those who had late payment of invoices.
At the same time, the Group pursued the optimization of expenses aceasicned by halancing cost by
transferring theza costs, in some cases, toa third Balancing Respansible Farty |
Ancther aggregate fisk control measure was diminishing  expasure on green certificates through the
termination of long-term purchase contracts from renewahble energy sources. takirg into account the
uncettainty in valuing green certificates (CV postpored; the exemption of large consumers from paying
Cv).
In 2015, about 11% of the green cerificates necessary for the entire portfolio of supoly customers were
covered by the certificates obtained for the production of energy by means of the Group's awn mizro-
hydroglectric plants,
The turnover related to the enefgyr supi:rlyr activity decreased by 14.,5% due to the restructuring customer
portofolic, a trend that will ceontinue in the next period.

Production of alectricity from reneswable sources

Energy praductian is regu'ated by ANRE; the Group has been a licenzed praducer ginge 2007,

In 20115 no iwestments were needed in the ten small hydropawer plants in Suceava River basin |
becausze of these weare madernized recently, through an investment program complated in 2014
Because of the less good hydralogical conditions, the electricity production in 2015 was of 10.387 MWh,
27% lags than the production in 2014,

In 2015, revenues decreasad by 27,3% compared to 2014 due to the decrease in electricity production.
Ve alsa mention that in 2015 the GEGQ no. 5742013, which stipulates the trading delay of one green
certificate for each MWh produced in new micro-hydroelectric plants has oeen applied.

For the year 2016, we estimate 3 production of 12.000 MWWh and 22,000 green certificates.
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Unfllcensed activity. Main products and production structure

LED lighting units, systems and solutions
The production of LED lighting units occupies the largest share in the praduction of the Group (42, 7% of
total salesy. In 2015 a declined by 14% was recorded in sales occasioned by the termination of several
modernization projects undertaken by large retail chains lighting. The trend of growth cantinues especially
on public lighting. Export sales have now a less significant share. The main sectors in which LED lighting
solutions were applied are: '
+  Strzet ighting;
+  Commercial premises (supermarkets, commercial galleries, gas stations, warehouses,
stands, parks, showcases, advertising panels);
+  Industrial premises (plants, warshauses. ate);
Offices;
public buiidings {instituticns, hospitals, schools);
+ residential sectar. _
The competitive advantage of LED Iighfing equipment iz due to energy savings, long service life {over
50.000 haursy and minimum maintenance costs. LED lighting bodies provide qualty lighting, are
environmentally friendly and generate low heat emissions. The domestic market is increasingly
considering LED lighting sclutions and it"s becoming & highly éampetitive market.
The new range of lighting equiprment for street is containing since 2015 optics manufacturing systems
and it provides the prerequisites for a competitive presence in the marketplace .

Electricity distribution and metering equipment

The entire production of energy meters and metaring and distribution eguipmeant (EnerSys systems) is
addressed to the domestic market. The EnergSys system i3 a wel-established product an this market,
currently over 30 projatts of installation were completed in 2005-2015. The ohes initiated in 2015, already
completed or under completion at the end of the year, are amounting to more than 58.500 of customers
servad, [h 2015 the praduction of EnergSys 3. which is addressing both the househeld and non-
househcld consumers. was launched. The enhanced version of the systam takes account of the |atest
news in the international smart networks and the requirements of energy market regulatar tANRE). The
new system allows the increasing of the guality of services, cperational safety and prompt information to
consumers through its ability to manitcr, measure and transmit to the energy distributor a series af
complex informaticn.

The Increase of 324 % from 2015 revenue from the sale of meters and measuring of energy systems is
actually a return to the previous level of production profile, after which in 2014 it had been drastically
reduced in the absence of orders from energy distributors who heven't invested in upgrading networks for

a period. Market returmn was helped by the successful launch of version EnergSysd .
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Injection mould plagtic subassemblies

The expansion of the customer base, both domestic and external, led to a good level in the preduction of
injection mould piastic subassemblies, recording however slight decrease in sales of £ 2% cormparen ta
2014, We notice 3 shghtly positive export trend. Production of plastic injected parts benefit from
investments in equipment in recent years ard the domestic manufacture of molds. '

Mouls

The production of tool and maold is covering both received arders from third parties and the necessary
internal production of plastic injected parts . Praduction capacity has grown from investments made in
2013 and 2014, the expansicn is necessary for diversificaton of production of LED lighting and the
introduction of new manufacturing technalagies. In this context, the related sales were virtually stable,

with a slight decrease of 1.5 % from the previous year.

Low voltage electrical switchgear

The production of low uoitage electrical switchgear (support far ABB fuses) was an slement of continuity
in the production intended for axpart. This group of praducts represents 10,1% of the production related
tumowver and it has recorded sales growth of 17 % comparad to 2014

Railway traffic safety components

As the Romanian rairway network is nbt extending and there are no modernisation projects, the sales of
these products are limited to the demand of spare parts for the maintenance of the existing railway
transport infrastructure. Railway traffic safety components are ameng the oldest products of the Group

and enly account fof 3, 7% of the Group praduction.

Other industrial products
This category includes the preduction of subassemblies for motor vehicles. electrical and electranic
subagsemblies, metal works, etc ; their total share in 2015 was 1.8% of the sales of production activity,

Renting and utilities supply services

The Group sdministers approximately 31.000 sg.m of rentable premises in Bucharest, as well as 2.500
sq.m in Varteju commune, lifoy county. The average cccupation level for the headouarters in Calea
Rahovei 266-268 was 97% at the end of 2015 and the average rental price was 5,66 sura'sc.m . For the
premiges in Yartgju commune (Magurele), the level of cooupation was 82.08% and the average rental
price was 1,89 surnfsg.m.

The turnover has been maintained compared to the previous year, actually it recorded an Insignificant
grawth of 0,4%. given that the average rental rate dropped from 5,76 eurpisq.m to 666 eurof/sg.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 maintained in the following periad due ta the renegoliation of expired
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rental agresments and the reduced activitizs of certain tenants or their migration to premises with 2 fower

pricelsq.m given the increase in the offer of premises for rent an the market Given that the Group has to
follow the trends of the real estate market, ie. the decrease in rental rates, addilional efforts must be
undertaken by the Group in order to mitigate the effects and maintain itself on the market by
reconsidering the facilities granted.

In addition to the above services, 3C Electromagnetica Prestsery SREL and SC Electromagnetica Fire
SEL provides cleaning services, technical suppart for preventian and firefighting and emergency services
for private civil protection .

RISK MANAGEMENT

- The Group is exposed to the following risks:

Epuity Hisk
The geals of the Group with respeet to capital management aim to ensure the continuity of the Group’s
business to create value for its shareholders and benefits far the other stakeholders and maintain an
optimal capital structure to reduce the related costs,
The rapital structure within Electromagnetica cansists of equity attributable to sharehalders fincluding
the share capital, rezerves and retained eamings) and liabilities {including the loans).
The Group management reviews ragularly the capital structure. As  part  of  this  process, the
mahagement analyses the cost of capital and the nsks related to each category of capital. In arder to
maintain or adust the capital structure, the Group can adjust the dividends paid to shareheolders, issue
new shares or sell assets.
The main goal of the Group with regard to capital management is lo s&cure and maintain a favourable
credit rating and high-performance capital indicators. _
The GroUp mcnifors'cépifél bazed on the dabt ratio. This indicator is calculated as the ratio of the net
debt and the total capital smplayed. The net debt is caleulated as the sum of the fotal Ipans, total
suppliers and other liabilities (as presented in the staternant of tha financial pasition) less the cash and
tash equivalants. The total capital employed is determined as the sum of the net debt and squity (as
prasented in the financial position). '
The debt ratio at 31 December 2015 was! .

31 December 2015 31 December 2014

Tatal loans - -
Suppliers and other liakilitics 34.933.358 47.042 183
Less: Cash and cash equivalents {17.008.938) : {31.449.749)
Net Liabllitles/{Assots) 17.923 422 16.492.434

266.734.991 270.992.247

Equity

a1
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TOTAL CAPITAL EMPLOYED 284.658.213 287.484.681
Debt ratio 6,25% 5,74%
crecht Hsk

Credit risk is the possibility that contracting parties breach their contractual obligations resulting in
financial loss for the Group. When possible and allowed by market practices, the Group requests
guarantees, Trade receivables derive from a wide range of customers operating in varicus fields of
activity and differant oeographical areas. To counteract this risk factor, the Group applied restrictive
policies to the delivery of products to douatful customers. The commercial policy aims to reduce the
number of days agreed under contract for the payment of receivables by the customers of the Group.
insurance policies were contracted for foreign markst receivables. Due to the increase of insolvency
cases in the economy. there is a concrete risk related to the recovery of the equivalent valus of products
andfor services supplied prior to the declaration of insclvency; thereforg, the Group is paying more
aftention ta the creditwarthiness and financial discipling of its customers. [t should be mentioned that the
currently estaklished gractice on the electricity supply market is to pay for the energy after the month of
consumption, without advance payments and letters of gua'rantee, .The supply customers of parent

company follow this trend.

2015 2014
_ 54 7B5.821 53.822.749

Trade receivables
Other receivables 3.251.670 7.127.924
Financial assets at fair value thraugh profit or loss 1.100.280 224.000
Cash and cash equivalents 17.009.936 .31.449.749
76.147.817 82.624.432

Market risk

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

The nzk related to the changes in interast rates is controlled due to the Group's investment palicy
according to which investments are axclusively coverad by own saurces of funding, therefore credit lines
are only used for short periods.

The Group is exposed o foreign exchange risk because the éupply of materials mainly comes from
import and the share of the export increased. To limit the effect of foreign exchange, the payment
schedule was comelated with the proceeds in foreign currency, the Group usually recording cash-flow
surplus. The Group menitors and manages on a permanent basis its exposure to exchangs -ate

differences.

S A ST AR kel ————————
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The foreign currsncies most frequently used in transactions are EUR and USD. The assets denominated
in foreign currencies are represented by customers and available cash in farzign currency. The liabilities
genomingted in foreign currency are represented by suppliers. At 31 December 2015, thair situation is as

foll ows:;

Assets Deferred
ELIR 3.082.862 . J43.638
usn AM2.726 73218

The anglysis of the fareign exchange risk senzitivity for a +/- 10% variation 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 transiation risk at the end of the year, hawever, the exposure
during the year is permanently manitored and managed by.the Group.

The rizsk of price increase i determinzd by the changes in the prices of raw matetials and production
supplies which reguired a permanent review of cost prices. Ta maintain the profitability of cerain
products, action was taken at the |level of suppliers in order ta control prices and the related technolog cal
PrOCasses were imprdved.

Liguidity and cash flow rsk _
The Group cash flaw department prepares forenasts on the liquidity reserve and maintains the
approapriate (eved of cradit facilitiss in order to be able to prudently manage the hiquidity and cash flow
risks. To this effect. the mortgage agreements in favaur of the banks with which the Group has open
credit lires and letters of bank guarantes were extended to ensure that we are able to perform: our
obligations in case of short-term cash deficit, Althoﬁgh these credit lines were seldom accessed and at a
|y réte. their ceiling was maintained as high as possible. At the same time, investments were limited 1o
thoese with direct impact on the turnover. If the optimal conditians in terms af fiquidities and cash flow were
not met, the investments were postponed ar limited to the owr sources of funding.

Folitical antd regulatory risk

Folitical decisions on the energy policy that are made in the absence of an assessment of their impact on
local industry represent an actual risk for the smooth running of the Group. For instances, if the state
transfers the cantral of the electricity distributors to multinational companies, the result will be a purchase
policy for energy metering and distribution aquiprﬁent that benefits the suppliers on the domestic market.
At the same time, its activity on regulated markats such as the energy market exposes the Group to
regulatory risk. The passible amendmeants tc Law no. 220¢2Q08 promoting the production of energy from
renewable sources (green certificates) or its implementing rules may lead ta uncerainty with regard to the
pericd of returr on the investments made, in prograss cr future.

Calarmity risk

The production of electricily in low power plants, without dams. is subject fo destruction risk caused by
floods. Under these circumstances, the Group concluded insurance policies o protect MHP= and against

disasters.
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This note presents information about the exposure of the Group to each of the above risks, the goals of

the Graup, its policies and processes for risk assessment and management and its procedures for capital
rmanagement.

General framework for rigk managemant

The Board of Directors of the Group has the general responsibility far the establishmeant and supervigion
of the risk management framewnrk at Campany level.

The activity is governed by the fallowing principles:

a) the principle of delegation;

b} the principle of decision-making autonomy,

c) the principle of objectivity;

dj the principle of investor pratection;

€) the principle of promotion of the development of the stock market

f) the principle of the active role.

The Board of Directars is also responsible for the review and approval of the strategic, operational and
financial plan of the Group and the Group corperate structura.

The rigk management policies of the Group are defined to ensure the identification and analysiz of the
rizks the Group iz confronted with, determine the appropriate limits and control and meonitar the risks and
compliance with the limits set. The risk management policies and systems are ragularly reviewed to
reflect the changes accurred in the market cenditions and the activities of the Graup Through its training
and management standards and procedures, the Group aims b develop an orderly and constructive
contral environmant where all empioyees understand their rales and duties.

The internal audit of the Group entities superﬁiaas the manner in which the management monitors the
compliance with the risk management policies and procedures and reviews the appropriateness of the
risk management framework against the risks the entities are confronted with.

COMMITMENTS AND CONTINGENT LIABILITIES

Commitments

At 31 December 2015, the Group had the following commitments for bank leans and guarantze
agreements/loan contracts concluded with the financing banks (BCR, BRD}: |

« revoeable ¢redit line, BCR of 9.000.000 lei, uncommitted at 31 December 2015.

Guarantees: 1st, 2nd. 2rd ranking maortgage on land outside the built-up area, and 1st ranking marlgage

o the accounts opened with BCR.

« non-cash guarantze agresment with BCR of 5.370.000 lei, of which 332.070 lei committed at 31
December 2015:

Guar_antees: Znd ranking morigage on the accounts opensd with BCR

* non-cash guarantee agreement with BCR of 30.000.000 lei, of which 14.412.216 lei committed at 31
Dacamber 2015;
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Guarantzes: 3rd ranking martgage on the accounts cpenad with BCR, 1st and 4th ranking mortgages on

property,
» multiproduct credit facility with BRD (cash and nan-cash) of 20.000.000 |ei, of which 14, 180.036 lai non-

cash committed at 31 December 2015

Guarantaes: 1st ranking mortgage on property {land, building and access roads)
« guarantee agreement autheorieed averdraft of 15.000 [ei.

Guarantees: collateral cash deposit of 15.000 iei

» guarantee agreement authoAsed gverdraft of 75.000 lai.

Guarantees: collateral cash deposit of 75.000 lei

The commitments from customers and tenants as letters of guarantee at 31 December 2015 amount {o

4 518,834 |ei according to contract terms.

Contingent liakilities

Litigation

The Group is invokwed in fawsuils deriving from its ordinary course of business. The Group management
considers that, except for the ameunts already accounted for in these financial statemrents as provisions
or allowances for asset impairment and described in the notes to these financial statements, other
lawsuits will not have significant negathve effects on the Group's economic results and financial standing.
During the reporing perod the Group Hidroslectrica SA opened a court action on the contract for
electricity supply concluded between it and the Graup for the period January 2011 - June 2012. The
Graup's management believes that itis not posslole to estimate the appropriate outcome. Therefore there

has not been made any provision regarding this case.

European Commission investigation

In 2012, the Eurgpesan Commission started an investigation on the contract for electrcity supply
corcluded betwsen the Group and energy producer Hidroelectnca SA. As announced on the website of
the European Commission | on 31 December 2015 the inwestigaton was completed with a favorable

outcome for the Group .

SUBSEQUENT EVENTS

There were no subsequent events.






