Translation from Romanian

Report Ist QUATER of 2016 according to Regulation no. 1/2006

Reporting date: May. 13, 2014

Name of the Trade Company: S.C. Electroputere 5.4,

Headquarters: Craiova, B0 Calea Bucuresti Street, Dolj Counby

Tel: 0251 f 437119; Fax: 0372003056

Tax Code: 6312800

Registration in Lhe Trade Register: J16/12/1591

Subscribad and paid up capital: 103.760.291,30

Regulated market where issued securities are tradad: Bucharest Stack Exchange

1 The repart on the main events occurred during the relevant period of time and their
impact on the issuer's financial situation and its branches.

2. Economical and financial indicators:
Indicator Calculation method F Result
| Current liquidity ratio Current assels/ debts .44
| Indebredness indicator Loan capital / Equity 100 -
Loan capilal / Capital employed =100

Rate of debit turnover - customers Average balance client / Turnover*30 360 days

Rate of fixed assets turnover Turnover f Fixed assets 0.02
3. Economical and financial situation and analysis of S.C. Electroputere 5.A. activity on

tarch. 31, 2014,

Synthetlic comparative situation (1% quarter, 2015 - 1* quarter, 2016) are presented as follow:
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INTERNATIONAL FINANCIAL REPORTING STANDARDS
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5.C. ELECTROPUTERE §.A,

STATEMENT OF PROFIT OR LLOSS AND OTHER COMPREHENSIVE INCOME

AS OF MARCH 21,2016

{all amounts are expressed in RON, unloss otherwise specified)

Ravenue
Cost of sales

Gross profit f (loss)

Administralive expenses
Olher operating expenses
Distribulien expenses
Olher gains or {losses)
Finance cogts

Finance income

Lass belore tax
[ncome tax credil

Loss ler the year

Other comprehensive income, nel of tax

Gain on revaluation of properlies

Total comprehensive income

Loss per share

I

W

|| =]

march 31, march 31,

MWote 2016 207&
4 23,895 299 35,708,391

5 {24,627 381} {31,361,079)

{732,082) 4,348,312

9 (6,223,457} (4,681,820

7 185,020 2,055,700

(1,215,371} (2.685,027)

& 4,329 692 5,533 810

a {4.471. 058} (4617727

3 . 118 356

(7,127,149) {266,397}

10 - -
(7,127,149) {256,397}

{7,127,149 _ (266,397)

27 -0.007 -0.0002

OSAMA M.J7ALHALABI
Presideng.}/ﬂ
¥

LAVINIA PETCU
Financial Manager

The noles atached are an inlegral part of these financizl stalemenis.
This is a free ranslation from Ihe ariginal Romanian binding version.
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5.C. ELECTROPUTERE S.A.
STATEMENT OF FINANCIAL POSITION
A% OF MARGCH 31, 201é
{all amounts are expressed in RON, unless otherwise specified)

March 31, Pecernber 31,

Mote 2016 2015
ASSETS ROM RON
Mon-current assets
Property, plant and eguipment 11 260,406,015 261,728,820
Intangible assets 12 1,581,468 1,688,094
Chher asseats 13 1,157 807 1,381,635
Total non-current assets 263,145,290 264,810,549
Curront assets
Inventories 14 5,360,370 15,004,781
Trade and other receivables 15 95,395,955 A3,024 880
Other assets 13 11.358,671 0,251 814
Cash and cash equivalents 1€ 858,740 2.869 571
Tolal current assels 114,074,736 110,241,146
Tolal assots AT7, 220,025 375,051,695
EQUITY AND LIABILITIES
Capital and reserves
Issued capital 17 103,760,291 103,760,291
Reserves 18 73,756,118 73,766,118
Accumuialed deficit {258,000,695) {250,860,703)
Total equity {80,574,286) (73,444,234)
Mon-current Habilities
Borrowings 158 200,602,041 202,873,324
Other non-current liabiiities 143177 143,177
Tetal non-current liabilities 200,745,218 203,018,571

The noltes atached are an inlegral pant af these financial stalements.
This is a free translation from the ariginal Romanian binding version.
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{all amounts are cxpressed In RON, unless otherwise specilied)

5.C. ELECTROPUTERE S.A.
STAMENT OF FINANCIAL POSITION
AS OF MARCH 31, 2018

Current liabilities

Trade and other payables
Barrowangs

Frovisions

Ehort term linance lease and olher
inlerest bearing obligalions

Olher current liabiliies

Total current liabilities
Talal Itabllitles

Total aquity and liabilities

MNote

21
19
20

23
22

)
OSAMA M, .A\THALABI

Presidy ¥

The nolas atached are an inlegral part of these finandal stalemenis,
This is a free Iranstation from Ihe ariginal Romanian binding version.
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March 31, Decomber 34,

2016 2015

RO RON

g9 845 781 73,867,569

174,283,014 160, 367 430

8.645,308 8,772,459

4 274 904 2 6EB 940

257,049,094 245 477 418

457,794,312 448,455,920

377,220,026 375,051,695
LAVINIA PETCU

Financial Manager



5.C. ELECTROQPUTERE 5.A.
STATEMENT OF CASH FLLOW
AS OF MARCH 31, 2016
{all amounts are cxpressed in RON, unless otherwise specified)

march 31, march 31,
2016 2015
Cash flow lrom operating activilies
Met loss {7,127,14%) {256,397)
Adjusiments
Dreprecialion and amoriization of non-current assels 1,534 827 1,439,318
Reversal of provisions lor doubtful accounts receivable {17 .660)
Frowisions or nan-currenl essats 3,238 {735, 088)
Charges to / {Reversal of) provisions for slow moving and
obsolele inventories 1,497,751 (181,5556)
{Reversal of) / Charges to provisions for nsks and charges {128,080) {1,330,124)
Provisions for penallies and inlerests for VAT
MNet gain/(loss) irom salefwrite off of fixed assels
Mel inlerest expenses 4 470 951 4 697,371
Fixed assals from own production {84,723} {58,601}
Unrealized forex {gain) / loss differences {3,200,078) {4,342 932)
Loss on revaluation of land
Movemenls in working capita!
Decrease in rade and other receivables {13,371,725) (13.877.371)
Crecrease in invenlones 7236 660 {2,196,431)
{lncrease) of good execution guarantees granled 67 357
lo customears 223828 (BF.257)
{Decrease)Increase in lrade and olher payables (3,310,378) 17,958,955
Cash generated by f {used in) operations (12,272,521) 866,770
Inlerest paid {1.094 421} (1.401,775)
Interes| received 118 356
Cash flows rom operating aclivities (13,366,823} (434,644)
Cash flow [rom investing activilies
Payments lor acquisitions of property, ptant and equipmen| and
intangible assels {B.568) {320,466)
Proceeds lrom disposals of properly. planl and equipment
Cash flows (used in) f generated by invesling activities {3.668] (320,406}

The noles atached are aninlegral part of these inandial stalements.
This is a free wranstation from Ihe onginal Remanian binding version,
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5.C. ELECTROPUTERE 5.A.
STATEMENT OF CASH FLOW
AS OF MARCH 31, 2016
{all amounls are expressed in RON, unless olherwise specified)

march 31, march 31,
2015 2015

Cash llow from financing aclivities
Increase in loans from shareholders -
(Decrease) f Increase in lpans from financial instiutions 11.485 660 (408,189
FPaymenls for |2asing
Cash gencrated by / {used in) financing activilies 11.465.660 {408,199}
Net increase f {decrease] in cash and cash equivalents {1,909,831) f1,163,329)
Cash and cash equivalonls at lhe kBeginning of the ycar 2,869,571 3,201,052
Cash and cash equivalenls at the end of Lhe year 959,740 2,037,723

/[~
A

=l

LAVINIA PETCU

OSAMA M.TAL-HALARI
[ Financial Manager

Presiden 7

The nples alached are an integral parl of IRese fnancial slalemeanls,
This is a free Iranslation from Lhe eriginal Romanian binding version.
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S.C.ELECTROPUTERE 5.A,
NOTES TO FINAMCIAL STATEMENTS
AS OF MARCH 31, 2016
(all amounls are expressed In RON, unless otherwise specified)

GENERAL INFORMATION

5C ELECTROPUTERE S A, {lhe Entity™) is an entity set up under lhe Romanian law. The Entily was
iniially eslabhshed in 1848, having its main busingss purpose lhe manulactuning of electrotechnical
equipment of high currents for energy seclor and railway transporl, and inilially struclured in four main
production sectors: rotative molors, power lransformers, eleclrical devices and locomelives,

Electroputere 3.4, became a holding Caompany on August 17, 1994 and was prvalized in Octaber 2007,
Al-Arrab Conlracling Company Limited being the major shareholder,

The adress of lhe reqisterad office of the Company is: Craiova, Bucuresli slreel, no 80
The main categones of producls of the Ently are; power lransformers, rolative electrical engines, repais
and upgrades to equipmenl and inslallations.

2016 20135

Average number of employees 716 734

APPLICATION OF MEW AND REVISED INTERMATIONAL FINANCIAL REPORTING STANDARDS
Adoplion of now and revised slandards and interpretations

Standards and Interpretations offeciive in the current perfod

The lollowing slandards and amendmenls lo lhe existing slandards issued by lhe Internalional
Accounling Standards Board (IASB} and adopted by lhe Eurcpean Union (EUY are elfectwve for the
current period

s Amendments to vanous standards “Improvements to IFRSs (cycle 2011-2013)" resulting from the
annyal improvement projecl of IFRS {IFRS 3, IFRS 13 and I1AS 40) primarily with a view o
remowving inconsistencies and clarifying wording - adopted by the EU on 18 December 2014
{amendments are to be apphed for annual periods beginning on or after 1 January 2015),

*« |FRIC 21 "Lavies” adopted by the EU on 13 June 2014 {efiactive for annua! perods beginning on
ar afler 17 Juns 2014,

The adoplion of lhese amendments to the existing slandards has nol led lo any changes in the
Enlity's accounling policies

APPLICATION OF NEW AND REVISED INTERNATIONAL FINAMCIAL REPORTING STANDARDS
{CONTINUED)

The adoplion of these amendmentls la Lhe existing standards has not led to any changes in the Entity's
accouniing policies.

Standards and Interprotations issued by IASE and adoptod by the EU but not ye! effective

Al lhe dale of authorizalion of lhese financial statemenls Lthe lollowing amendments lo the exisling
standards issued by IASE and adopled by lhe EU wers in issue bul nol yet effeclive:

Amendmeanls to various slandards “Improvermnents Lo IFRSs (cycle 2010-2012)° resulling Irom Lhe
annual improvement project of IFRS {IFRS 2, IFRS 3, IFRS 8, IFRS 13, 1AS 16, |AS 24 and |1AS
J8} primanly with a view o removing inconsistencies and clarifying warding - adopled by the EU

This is & lree lranslation rom the onginal Romaman binding version.

g



S5.C. ELECTROPUTERE 5.A.
MOTES TO FINAMCIAL STATEMENTS
AS OF MARCH 21, 2016
{all armounts are expressed in RON, unless otherwise specified)

an 17 December 2014 {amendmenls are to be applied for annual periods beginning on or afler 1
February 2015),

Amendments o |AS 19 "Employee Benefils" - Delined Benelit Plans Employee Conlribulions -
adopted by lhe EU on 17 December 2014 (effeclive for annual periods beginning on or afler 1
February 2015),

Amendmenls lo IFRS 11 “Joint Arrangements” — Accounling for Acquistbons of Inlerests in Joinl
Operations - adopted by the EU on 24 November 2015 {effeclive for annual periods beginning on
or afler 1 January 2016},

Amendments to 1AS 1 “Presentation of Financial Statemenls” - Disclosure Iniliative - adopted by
lhe EU on 18 December 2015 (sfective for annual periods beginning on or alter 1 January 2016},

Amendments to |AS 16 “Property, Planl and Equipmenl’ and IAS 38 "Inlangible Assels™ -
Clarification of Acceptable Methods of Deprecialion and Amartizalion - adopted by the EU on 2
December 2015 [effeclive for annual pericds beginning an or afler 1 January 2018},

Amendmenls o 1AS 16 "Property, Plant and Equipment’ and 1AS 41 “Agricuiture” - Agricullure:
Bearer Plants - adopted by the EU on 23 November 2015 {(effeclive for annual perieds beginning
on or after 1 January 2016),

Amendmenls to |AS 27 “Separate Financtal Stalements™ - Equily Methed in Separate Financial
Slatemeants - adopted by the EU on 18 December 2015 {effective for annual periods beqinning on
or after 1 January 2016),

Amendmenls to various standards “Improvements o IFRSs (cycle 2012-2014)" rasulling from the
annual improvemenl projecl ol IFRS {IFRS 5, IFRS 7. IAS 19 and I1AS 34) pnmarily with & view 1o
removing ncansistencies and clarifying wording - adopted by lhe EU on 15 December 2015
famendments are to be applied for annual penods beginning on or afler 1 Jancvary 2016},

The Company has elected not to adopt these new standards and amendmenls to existing standards
in advance of their effective dates,

This is a lmee lranslalion from the ariginal Romanian binding version.
il



5.C. ELECTROPUTERE 5.A.
MOTES TO FINAMCIAL STATEMENTS
AS OF MARCH 31, 2016
{all amounts are expressed in RON, unless otherwise specified)

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS
(CONTINUED)

Standards and Interpretations issued by JASB but not yet adopted by the EU

Al presenl. IFRS as adopled by the EU do net significantly differ from regulalions adopted by lhe
Inlernational Accounling Slandards Board (IASB) excepl Irom lhe following standards, amendments lo
Ihe existing standards and interpretations, which were not endarsed for use in EU as at the approval of
lhese financial slalements:

+ IFRS 9 "Financial Inslruments™, issued on July 24, 2014 replaces |AS 39 Financial Instruments,
Recognilion and Measuremenl, elfective for annual periods beginning on or after 1 January 2018,

IFES 9 incledes requirements on finansial inslruments regarding recognition, classification and
measuremenl, impairmenl losses, derecognition and hedge accounting:

Recognilion and Measuwrement: IFRS ¢ comes wilh a new approach regarding lhe classification of
financial assets, determined by the characterislics of cash flows and Lhe business model based an
which an assat is held. Such unigue principle-based approach replaces Lhe rule-based requiremants
of IAS 38 The new model will also determing a sinale impairment model applicable to all inancial
INslrumenls.

Impairment losses: IFRS 2 introduces a new model for impairment tosses, based on expected loss,
which will require the faster recognilion of expecled losses on the impairmenl of receivables. The
standard provides thal enlities should register expecled impairment losses on receivables upon lhe
iniial recognition of the financial inslruments and also recognize much faster expecled impairmeni
Iosses throughout Lhe entire useful life lhersof.

Hedge accounting: IFRS 9 introduces a model which is signilicanlly improved regarding hedge
accounbing, which comprises addilional disclosure requirements regarding nsk managemenl. The new
model is a significanl update of hedge accounting, which enables (he accounting tweatmenl to be
ahgned to risk management activilies.

Own credit: IFRS 8 eliminates the volalilly in the profil or lass arising fram the change in credil risk
related 1o liabiliies measured at fair value. The change in the accounting reguirements related to such
Irabiliies implies that revenues from lhe miligation of an entity's own credit risk will no langer be
recognized through prafil or loss

* IFR3 14 "Requlalory Deferral Accounls” (sffective for annual pericds begmnning on or after 1 January
2016) — lhe European Commission decided nol Lo iniliale the adoption of Lhis interim slandard, and 1o
wait ihe issue of Ihe final standard;

+ IFRS 15 "Revenue from Conlracls with Customers® wilh subsequen| amendments fefleclive for annual
periods beginning on o« ailer 1 January 2018);

* IFRS 16 _Leasing” (effeclive for annual periods beginning on or after 1 January 20193,

* Amendments lo IFRS 10 *Consolidated Financial Stalements”. IFRS 12 "Disclosure of Interests in
Other Enlilies” and IAS 28 “Invesimenls in Associales and Joint Venlures' - Investment Entilies.
Applying |he Consolidation Exception (effective for annual periods beginning on or after 1 January
2016);

*  Amendmenls o IFRS 10 "Consolidaled Financtal Stalemenls” and 1AS 23 "Investmeants in Associales
and Jont Venlures" - Sale or Contribulion of Assels between an Investor and its Associate or Joinl
Venlure with subsequent amendmenis (lhe effective dale has been poslponed indefinitely until lhe
research projeci regarding the equily method is complete).

This is a free translalion from the griginal Romanian binding versian.
Il



5.C. ELECTROPUTERE 5.A.
MOTES TO FINANCIAL STATEMENTS
AS OF MARCH M, 2016
(all amounts are expressed in RON, unless otherwise speclified)

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS
(CONTINUED}

The Enlily anlicipates that the adoption of these slandards, amendmeanis to the arizling standards and
interprelalions will have no malenal impact on the financial stalements of the Entity in the pertod of inilial
application,

At lhe same time, hedge acecounling regarding the poriilio of financial assets and liabilities, whose
principles have not been adopted by the EU, is stilt unregulated.

= According lo the entity's eslimales, application of hedge accounting for lne portfolio of finangial
assels or liabililies pursuant to 1AS 38 “Financial Inslruments: Recognilion and Measurement”, would
not signilicanlly impact the imancial slatements, il applied as at lhe balance shest dale,

The Enlity anticipales that the adoption of lhese standards, revisions and interpretalions will have no
malerial impacl on Lhe fingncial slatemenls of the Entity in the period of iniial application

Al lhe same lime, hedge accounting regarding the pocliolic of financial assels and liabiliies, whose
prnciples have not been adopled by the EU. is still unrequlated.

SIGMIFICANT ACCOUNTING POLICIES
Statement of compliance

The financial stalements have been prepared in accordance wilh Inlernalional Financial Reporting
Slandards adopled by the European Union (EU), as provided for by the Public Finance Minister no
12862012 and its subseguenl ammendments,

Basis of preparalion

The financial statemenls have been prepared on lhe historical cost basis excepl for cerlain classes of
propery plant and equipment and financial instruments thal are measured at revalued amounts or fair
values, as explained in Llhe accounting policies below. Historical cosl is generally based on the fair value
of lhe consideration given in the exchange for assels

The principal accounting policies are sei out below:

Going concern

The financial statemenls have been prepared on & going concern basis, under |he hislorical cost
convenlion adjusted for the effects of hyperinflation unlil 31 december 2004 for share capilal and
resengs, respeclively equipments,

As at March 31, 2016, the Company recorded an accumulated loss in lhe amount of RON 255.090.695,
negalive netl assels in lhe amounl of RON 80.574.286, nel current liabilities in amounl of RON
142.971.358 and Lhe loss of the period in amounls to RON 7.127.149. Thess mallers indicate an
uncertainly regarding the Company's ability lo conlinue as a going concern and an increased liquidily risk.
In addition, according to slalulory commercial law 31/19%0, revised, in the event where he adminisiralars
ascertain lhat, further to incurring losses, the nel assets, calculaled as {he difference between tolal assels
and lolal labililies of the Company, are less lhan half the value of the share capilal, lhe adminislrators
shall convene lhe general maeling of shareholders 1o decide whelher to increase lhe share capilat ar Lo
reduce it o the remaining value or 1o dissolve lhe Company. Management believes that it is unlikely lhat
lhe Company will be subject to dissolution precedures in the future. As a result, lhe Cormpany's capacily
lo conlinue as a going concern depends on its abilly lo generaie sufficient future income and on Lhe
linancial suppori from its shareholders. Managemenl believes lhal such a support will be available
whenever necessary, These financial slatements do not include adjustments that might arise from this
uncerlanly regarding Lhe abilily of the Company to conlinue as a going concern.

This is a free ranslaton from Lhe ariginal Romanian binding version.
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5.C.ELECTROPUTERE 5.A.
HOTES TO FINAMNCIAL STATEMENTS
A% OF MARCH 31, 2016
{all amounts are expressed in RON, unless otherwise specified)

The principal accounling policies are presenled below:
Revenue recognition

Fevenue is measured al lhe fair value of the consideralion received or receivable. Revenue is reduced
by estimated customer relurnsg, rebates and other similar allowances

Sale of goods
Revenue from lhe sale of goods is recognized when all the fallowing condilions are salisfied:

= The Enlity has transferred Lo lhe buyer the significant risks and rewards of ownership of lhe
goods,

= The Enlily retains neither conlinuing managenal involvemeant 1o lhe degree usually associated
with ownership nor effeclive control aver the goods sold;

s The amount of revenue can be measured reliably;
» Itis probable thal economic benelits associaled with the transaction will Tow to the Enlity; and
= The cesis incurred or o be incurred in respect of the transaclion can be measured reliably.

Specifically. revenue from sale of goods is recognized when goods are delivered and legal tille is passed.
Revenues [rom the sale of power ransformers are recognized using the principles of the construction
conlracls,

Rendering of services

Revenue Irom a conlract to provide services is recognized by reference Lo the stage of complelion of lhe
contract. The stage of completian of the conlract is determined as fallows:

= Installalion fees are recognized by reference to lhe slage of complelion of the installation,
delermined as the proportion of the tolal lime expected o install that has elapsed al lhe end of
the reporing permod:;

= servicing fees included in the price of products sold are recognized by relerence Lo the proportion
of lhe lolal cosl of providing Ihe servicing far the producl sald; and

» revenue from lime and malenal conlracls s recognized at Lhe contraclual rales as labour hours
and direcl expenses are ncurred.

[nlerest income

Interesl income from a financial asset is recognized when it is probable thal lhe economic benefils will
flow lo lhe Entity and the amount of income can be measured reliably. Interesl income is accrued on a
lime basis, by relerence to the principat oulstanding and al the effeclive interest rale applicable, which is
the rate that exaclly discounts estimaled luture cash receipls through Lhe expectad Iife of the financial
assel 1o that assel's net carrying amount on inilial recognilicn

Construction contracls {lransformers factory)

In accordance with lhe provisions of IAS 11, when the oultcome of 2 construction conlract can be
estimated reliably, revenue and costs are recognised by reference 1o the slage of complalion of the
canlracl aclivity ak lha end of the reporing period, measured based on lhe proportion of contract costs
tncurred for work performed Lo date relative to lhe estimaled tetal contracl cosls, except where this would
nol be representative lor the slage of complation,

Vanalions in contract work, claims and incentive payments are included 1o the exlent (hal the amount can
be measured reliably and its receipl is considered probable.

Thig iz a ree translation from the original Remanian binding version,
13



5.C. ELECTROPUTERE 5.A,
NOTES TO FINANCIAL STATEMENTS
AS OF MARCH 31, 2016
{all amounls are expressed in RON, urless olherwise specilied)

SBIGMIFICANT ACCOUNTING POLICIES {conlinued}

When il is probable thal lotal conlract costs will exceed lolal conlract revenus, lhe expecled loss is
recognised as an expense immediately and {he Company records provisions for onerous contracts,

When contracl costs incurred to date plus recognised profils lass recognised losses exceed progress
villings, the surplus is shown as amounls due fram customers for contract work. For conlracls, where
progress billings exceed contract cosls incuired to date plus recognised profils less recognised losses,
the surplus is shown as the amounts due lo customers (or conlract work. Amounts received before Lhe
related work 15 performed are included in the slalement of linancral position, as a hability, as advances
received. Amounts billed Jor work performed bul nol yel paid by the customer are included in the
statement of inancizl posilion under trade and olther receivables,

Leasing

Leases are classified as finance leases whenever the lerms of lhe lease transter substantially all the risks
and rewards of ownership o lhe lessee, All olher leases are classilied as operaling leases.

The Enlity's as lessor

Amounts due from lessees under finance leases are recognized as receivables at the amount of the
Entity's net investment in lhe lzases. Finance lease income is allocated 1o accounling periods 5o as 1o
reflect a conslant periodic rate of relurn on the Entity's nel inveslment outstanding in respecl ol the
lgases

Rental income from operaling leases is recogruzed on a straight-hne basis over lhe lerm of the relevant
lease. Initial direct costs incurred in negotiating and arranging an operating lease are added lo lhe
carrying amount of lhe leased assel and recognized on a straighl-ine basis over the lease term.

The Entity as lesses

Assets held under linance leases are initially recognized as assels of the Entity at their lair value al lhe
inception of the lease or, iIf lower, at the presenl value of lhe minimum lease payments. The
corresponding liability to the lessor is included in Lhe slalement of financial posilion as a linance [ease
abligation

Lease payments are apporlioned between lnance expenses and reduction of lhe lease obligation so as
to achueve a conslant rale of inleresl on the remaining balance of the liabilily. Finance expenses are
recognized mmmediately in prolit or loss, unless they are directly attrioutable Lo qualilying assels, in which
case lhey are capilalized in accordance with lhe Entity's general policy on borrowing costs. Contingent
rentals are recognized as expenses in lhe periods in which they are incurred

Operating lease paymenls are recognized as an expense on a slraigit-line basis over the lease (erm,
except where anolher systemalic basis 15 more representative of Lhe lime paltern in which economic
benelils from ihe leased assel are consumed. Conlingenl rentals arising under operating leases are
recognized as an expense in the period in which they are incurred,

In {he evenl thal lgase incentives are received lo enter inlo operating leases, such incenlives ara
recognized as a fiability. The aggregale benefit of ingentives is recognized as a reduction of rental
expense on a straight-line basis, excepl where anolher syslematic basis is more represenlalive of he
lime pallern in which economic benefits from Lhe leased asset are consumed,

Foroign currencies
The Company's aperalions are in Remania and the functional curency is RON.

In preparing the linancial staternenls of lhe Entity, transactions in currencies other than lhe Eniily's
functional currency (foreign currencies) are recognized at the rates of exchange prevailing at the dates of
the transactions. Al lhe end of each reporling period, monetary items denominated in foreign currencies
are translated al lhe rates prevailing al lhat date. Non-monetary items carried at fair value lhal are

This is 2 ireg ranshalion from the criginal Romanian binding versian,
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5.C. ELECTROPUTERE 5.4,
NOTES TO FINANCIAL STATEMENTS
AS QF MARCH 31, 2016
{all amounls are expressed in RON, unless otherwlse specified)

denominaled in foreign currencies are lranslated al the rales prevailing al lhe dale when the [air value
was delermined. Non-monegtary items that are measured in terms of hisloncal cosl in a loreign currency
are nol retranslated,

Exchange difflerences on monelary items are recognized in profit or loss in the period in which they arise
excepl for

» Exchange diffsrences on foreign curiency borrowings relating o assels under conslruclion for
future preduclive use, which are included in lhe cost of those assels when lhey are regarded as
an adjustment to interest costs on those foreign currency borrowings,

» Exchange differences on lransaclions enlered nlo in order lo hedge cerlain foreign currency
risks,

Fereign currencices {(continued)

The official conversion rates used lo convert forgign currency denominaled balance sheel ilems at Lhe
end of the reporting pariods were as lallows:

+ December 312, 2015 4. 1477 ROMUISO and 4.5245 ROMNEUR:
«  March 31% 2016 3.89349 RONUSD 54,4738 RONEUR

Borrowlng costs

Borrowing costs directly attnbulable 1o the acquisilion, construction or producton of qualifying assets,
which are assels thal necessanly laks a substantial period of Uime to gel ready for lheir intended vse or
sale, are added \o lhe cosl of lhose assels. until such fime as lhe assels are substantially ready for Lheir
inlended use or sale,

Investment income earned on the temporary investment of specific borrowings pending their expenditure
on qualifying assels is deducted from the burrowing cosls eligible for capitalizalion,

All olher borrowing costs are recognized in profit or loss agcount in Lhe peripd in which Lhey are incurrad
Employee benefils

The Entty, in lhe normal course of business, makes paymenls lo the Romanian Slate on behall of ils
employees for pensions, health care and unemployment cover, The cost of these payments is charged to

profit or Ioss account in the same period as the relaled salary cosl,

The Enlily pays employees retremenl benefls, benelils which are defined in the Colleclive Labor
Agreement of The Entity,

Taxalion

Income lax expense represents the sum of the lax currenlly payable and deferred tax.

Currenl lax

The lax currenlly payable is based on laxable profil for lhe year Taxable prafit differs from profil as
reporied i the slatement ol comprehensive income because of ilems of income or expense that are
taxable or deductible in other years and items lhal are never taxable or deductible. The Entity's hability for
current tax is calculaled using lax rales thal have been enacted or subslanlively enacled by lhe end of
lhe reporting pertod,

Delamad lax
Delerred lax is recognized on temporary differences between the carrying amounts of assets and

habilities in the financial slalemenls and the corresponding lax bases used in lhe compulalion of laxable
profil. Deferred Lax liabililies are generally recognized for all laxable temporary dilferences.

Thiz is a freg lransglalion frem the original Remanian binding version,
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5.C. ELECTROPUTERE 5.A,
NOTES TO FIMANCIAL STATEMENTS
AS OF MARCH 31, 2016
{all ameounls are expressed in RON, unless olherwise specified)

SIGNIFICANT ACCOUNTING FOLICIES {continued)

Deferred lax assels are generally recognized for all deductible lempaorary differences 1o the extenl lhat il
|& probable thal laxable profits will be available againsl which those deduclible lemporary diflerences can
be ulilized. Such deferred tax assels and lizbililes are nol recagnizaed if the lemporary difference anses
from goodwill or from the inlial resognition (olher lhan in a business combination) of olher assels and
liailties in & transaction Ihat affecls neilher the taxable predit nor the accounting prafit,

The carrying amounl of deferred tax assets is reviewed al lhe end of each reporiing period and reduced
to lhe exlent Lhat il 1s no fonger probable ihat sufficiant laxable profits will be available to allow all or part
of lhe asset to be recovered

Taxation {continued)

Deferred tax assels and liabilities are measured al the lax rates that are expeclad to apply in he pariod in
which Lhe liability is sellled or the asset realized, based on lax rates {and tax laws) that have been
enacled or subslanlively enacled by the end of lhe reporing period. The maasuremenl of deferred Lax
habililies and assets reflects the tax consequences lhal would follow fram the manner in which the Entity
FXETGLE' al the end of lhe reporling pericd. o recover or sellle the carmying amaounl of its assels and
iabililies

Currenl and deferred lax for the year

Currenl and delerred lax are recognized in the profit or loss accounl, excepl when lhey relale lo ilems
lhal are recognized in olher comprehensive income ar direclly in equily, in which case, lha current and
deferred tax are also recognized i other comprehensive income or direclly In gquily respectively,

Statutory income tax rate far |he period ended March 21, 2016 was 16% (December 31, 201516%).
Propery, plant and equipment

Each asset wilh an acqgursilion cosl exceeding RON 2,500 and estimated usalul life of over ong year are
capitabzed. Fixed assels wilh an acquisilion cost lower than RON 2,500 are recorded as an expense.

Cosl

The Ennhly's land and buildings were presenled at the date of the transition lo International Financial
Reporling Standards based on deemed cosl, which is egual 1o the markst value of these assels al the
date of lhe transiion determined based on a revalualion carried out by an independent appraiser.
Subsequently lhe land and buildings held by the Company have been revalaued and are camied in the
financial slatements at revalued cosl.

The Enlily's equipmenls were presenled at lhe date of lransilion to Inlernalional Finangial Reporting
Slandards at initial cost on which general price indexes have been applied for lhe period 1990 — 2003,
during which Romana was a hypennllalionary economy

The expenses wilh lhe major improvemenls are capilalized, based on lhe critena whereas they extend
the operaling life of assel or lead ko 3 significant increase in its ability to generate revenue, Cosl of
maintenance, repar and minar improvemenls arg shown on expenses when they are carried oul,

Revaluations are performed with sullicienl regularily such lhal the carrying amounls do not differ
materially from lnose lhal would be determined using fair values al lhe end of each reperling period. Any
revaluation increase arising on the revaluaton of such land and buildings is recognised in ather
comprehensive income and accumulated in equily, except to the exlent thal il reverses a revalualion
decrease lor the same assel previously recognized in profil or loss account, in which case the increase is
credited to profil or loss accounl to the extent of lhe decrease praviously expensed. A decrease in lhe
carrying amount arising on lhe revalealion of such land and buildings is recorded in profit or loss accoun|
fo lne extent Lhat il exceeds he balance, if any, held in the properies revalualion reserve relaling o a
previous revaluation of Lhat assel On subsequent sale or relirement of 2 revalued properly, Lhe

This is a lree lranslalion from the onginal Romanian Linding version,
16



S5.C. ELECTROPUTERE S5.A.
MOTES TO FINANCIAL STATEMENTS
AS OF MARCH 31, 20116
fall amounts are expressed in ROMN, unless olherwise specilied)

SIGNIFICANT ACCOUNTING FOLICIES {conlinued)

attributable revaluation surplus remaining in the properties revaluation reserve is transferred directly Lo
relained earnings,

Land and builldings held for use In the produchon or supply of goods or services, ar for administralive
purpases, are staled in the statement of Ninancial posilion at 1he value presenled above, deducling any
accumulaled amortizalion and any subsequenlimpainmmeni allowance,

Property, plant and equipmenl {continued)

Assels in course af construclion o be used for praduclian, supply or adminiglrative purposes are carried
al ¢osl, Izss any recognised imparmenl loss, Cost includes professtonal feas, and, for qualifying assets,
borrowing costs capilalised in 2ccordance with Ihe International Financial Reporting Standards. Such
properlies are classified to the appropnale calegories of property, plant and equipment when compleled
and ready for intended use. Deprecialion of these assets, on the same basis as other property assels,
commences when the assels are ready for Their intended use. An item of property, plant and equipment is
derecognised upen disposal or when no fulure economic benefits are expected to arise fram the conbinue
use of the assel

Any gatn or Ioss arising on the disposal or relirement of an item af properly, pland and eguipment is
determined as lhe difference belween the sales proceeds and the carrying amount of the assel and is
recognized in lhe slatement of comprehensive income,

Deprecialion and amorizalion

Froparty, planl and equipment and inlangible assels are depreciatediamortized on a straight line basis,
according |o their estimaled useful fives since lhe dale of pul i function. so hat the cost to be decreased
to lhe eslimated residual value at the end of their useful live. The main useful lives for the various
calegories of property, plant and squipment are:

Years
Buinldings and special constructions 30-60
Instalialions and equipment 10-25
Compulers and slectronic equipment 3-5
Vehicles -5

Land is not deprecialed as it is assurned to have an unlimited service Nfe,

Estimated useful lives, residual values and deprecialion melhod are reviewed at the end of each repering
period If the carrying amount of an asset is greater than jtg estimated recoverable amaount, it is wrilten
down to ils recoverable amount

Aszsels held under finance leases ara depreciated over the useful life on the same basis as ownad assets
or, where lhe period is shorler, over the term of Ihe relevan| lease conlract,

An Hlem of property 15 no longer recagnized as a resull of the disposal or when no future economic
benelils are expecled from continued use of lhe assel

Subsequenl expenditurg

Expendilure incurred lo replace a compenent of an ilem of property, planl and egquipmenl thal is
accounted for separalely is capilalized and the carrying amount of the initial component is canceled.
Clher subseguenl sxpendilure is capilalized only when luture economic benefits are expecled lhrough
lhe use of such assets. All olher expendilure is recognized in the profil or loss account as incurred.
Intangible assels

Intangible assets acqguired separalely

This i5 a Iree translalion from Lhe onginal Romaman binging versian,
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S.C.ELECTROPUTERE 5.4,
MOTES TO FINANCIAL STATEMENTS
AS OF MARCH 31, 2016
fall amounls are expressed in RON, unless olherwise specilied)

SIGNIFICANT AGCOUNTING POLICIES {conlinuad})

Inlangible assels with finite uselul ives that are acquired separately are carried at cost less accurnulated
amarlizalion and accumulated impairment losses. Amorlization is recognized on a slraight-ling basis oyer
their eslimated useful lives. The estimaled uselul life and amortizalion method are reviewed al lhe end of
each reporling period, with {he effect of any changes in estimate being accounted for on a prospeclive
basis. Intangible assels wilh indefinile useful lives that are acquired separately are carriad at cost less
accurnulated impairmenl losses,

Inlangible assets (continued)
Internally-generaled intangible assels - research and development expenditure
Expendilure on resgarch aclivities is recognized as an expense in lhe period in which it 15 iIncurred.

An internally-genaraled inlangible asset arising from development {or from lhe developmenl phase ol an
internal projecl) is recognized i, and only (f, all of the following have bean demonstraled:

s The technical feasibility of compleling the intangible assel so thal it will be available for use ar
sale,

* The inlention to complete the inlangible asset and use or sell i
*  The abilily to use or sell lhe inlangible assel;
» How the inlangible assel will generale probable future economic benafilg,

» The availability of adequale lechnical, financial and other resources lo complele lhe developmenl
and lo use or sell the intangible assel; and

» The abilly to measure relizbly the expenditure attibulable to the intangible asset during its
development,

The amount inilially recognized for internally-generated inlangible assels is lhe sum of the expendilure
incurred from Lhe date when lhe intangible asset first meets lhe recognilion crilenia lisled above, Where
no internally-generated inlangible assel can be recognised, developmeant expendilyre is recognized in the
slatemenl of comprahensive income in the period in which 1t is ingurred.

Subsequent o initial recognilion, internally-generated wtangible assels are reported al cosl less
accumuialed amortization and accumulaled impairment losses, on lhe same basis as inlangible assets
lhal are acguired separately.

Drarecognition of inlangible assets

An intangible assel is derecognised on disposal, of when no luture economic benefits are expecied from
use or disposal. Gaing or losses ansing from derecognilion of an intangible asset, measured as the
difference between lhe net disposal proceeds and Lhe carrying amount of the asset, are recognized in

the statermenl of comprehensive income whan the assel is derecognised,

Impairment of langible and intangible assels olher Lhan goodwill

Al lhe end of each reporling peried, the Entily reviews lhe carrying amounls of ils {angible and inlangible
assels lo delermine whether there is any indicalion that those assets have suflered an impairmenl loss, I
any such indicalion exists, the recoverable amount of the asset is eslimated in order lo delerming the
extent of the impairment loss {if any). Where il i1s not possible o estimale the recaoverable amounl of an
ndvadual asset, lhe Enlily estimates the recoverable amount of the cash-generating unil 1o which Lhe
gsset belongs. Where a reasonable and consislenl basis of allocalion can be identiied. corporate assats
are also allocaled lo indwvidual cash-generating unils, or olherwise they are allocated to the smallest
group of cash-generating unils for which a reasonable and consislent allocalion basis can be identified.

Thiz is & free lranslalion from Lhe enginal Romanian binding version,
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5.6, FELECTROPUTERE S.A.
MOTES TO FINAMCIAL STATEMENTS
AS OF MARCH 21, 20186
{all amounts are expressed in RON, unless otherwise zpecified)

SIGHIFICANT ACCOUNTING POLICIES (continued)

Intangible assets wilh indefinite useful lives and inlangible assets not yet available far use are tested for
impainment al leasl annually, and whenever there is an indicalion thal the asset may be impaired

Recoverable amount is Lhe higher of fair valve less costs lo sell and valug in Use. In assessing value in
use, lhe sslimaled future cash flows are discounted to Lheir present value using a pre-lax discounl rale
that rellecls current markel assessments of the time value of money and Lhe risks specific Lo lhe assel for
which the estimates of future cash flows have nol been adjusted.

Impairment of langible and intangible assets olher Lhan goodwill {continued)

If Ihe recoverable amownl of an assel (or cash-genarating unit) is estimalad o be tess than ils canrying
amounl, lhe carrying amount of the assel (or cash-generaling unit) is reduced |o its recoverable amount,
An imparmenl loss is recognized immediately in the satement of comprehensive income, unless (he
relevan! assel is carried at a revalued amount, in which cass the wimpairmen| loss is lreated as a
revalualion decrease,

Where an impairment loss subsequently reverses, Ine carrying amount of the asset (or a cash-generating
unit) is increased to lhe revised eslimate of s recoverable amount, but 50 that the increased carrying
amounl dogs nol exceed the carning amount Lhat woulg have been determined had no impairment loss
been recognized lor Llhe assel (or cash-generaling unil) in prior years, A reversal of an impairmenl loss 15
recognized immedialaly in the stalement of comprehensive income, unless the relevant assel s carrigd al
a revalued amount, in which case lhe reversal of the impaimment Ioss is treated as a revalualion increase,

Inventories

lnwenlorias are staled al the lower of cost and nat realisable value,

lnvenlones hke raw malerials, consumables, materials in the form if invenlory items, goods and packages
are valued al gcqusilion cost or Lhe price in Joreign currency at lhe exchange rale on lhe dale of
acgusilion, plus cuslom dulies, custom lzes and lravel expenses such as INsurance.

Hroduction in progress, semi-finished and linished goods are valued al the produclion cosl.

Costs ol invenlongs are determined on a firsl-in-firsl-out basis, Nel realisable value represenis the
estimated selling price far invenlones less all eslimaled costs of completion and cosls necessary lo make
lhe sale

Provisions

Prowvisions are recognized when the Entity has 2 presenl obligation (legal or constructive) as a resull of 2
past event. it s probable thal the Entity will be required 1o sellie the abligalion, and a relizble estimale can
be made of the amaurnl of the obligation.

The amount recognized as a provision is the best eslimate of the consideration required o sellle the
presenl obhgalion al lhe end of the reporing period, 1aking inte accounl the risks and uncerlanlies
surrounding the obligalion, When a provision is measured using Llhe cash flows eslimated o seltle the
presenl obligalion, k8 carrying amount is the present value of those cash flows [(where the eHect of the
lime value of money is malerial),

When some or all of the economic benefits required to setlle 2 provision are expected 1o be recovered
frorn a lhird pary, a receivable is recognized as an asset if it is vidually cerlain that refmbursement will be
received and lhe amount of Lhe receivable can be measured raliably.

Onerous conlracts

Present obligations arising under onerous contracts are recognized and measured as provisions An
onerous conlract is considered to exis| where lhe Entity has a contracl under which lhe pnavoidable costs
of meeting the obligalions under the conlracl exceed the economic benafils expecied to be received from
lhe contracl
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S.C. ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATEMENTS
AS OF MARCH 31, 2016
(all amounts are expressed in RON, unless olherwlse specified)

SIGNIFICANT ACCOUNTING POLICIES [conlinued)
Provisions [conlinued)
Reslrucluring

A restructuring provision is recognized when the Enlity has developed a detailed formal plan for Lhe
restructuring and has raised a valid expeclation in Inose affecled thal d will carry oul Lhe resiruciuring by
slaring lo implemenl the plan or announcing its main Ieatures to those affectad by i The measuremenl
of a restructuring provision includes only Lhe direcl expendilures arising from the reslrucluring, which are
lhose amounls Ihat are both necessarily enlailed by the restructoring and not assoiated with lhe ongoing
aclivities of lhe anlily.

Warranties

Frovisions for Ihe expecled cost of wamranty obligations under local sale of goods legislation are
recognized al the dale of sale of lhe relevant praoducts, at the direstors’ best eslimate of lhe expendilure
required lo setlle the Entily's obligation.

Financial inslruments

Financial assets and financial iabililies are recognized when the Entily becomes a party o the conlraclual
provisions of the instrumentl

Financial assols

Financial assets are classified into lhe Iollowing specified categories: financial assets “al fair value
ihrough profit or loss" (FYTPL), and Yloans and receivables'. The classilication depends on Lhe nalurg and
purpose of the Ninancial assets and is datermined al the lime of inilial recognilion, All regular way
purchases or sales of nancial assels are recognized and derecognised on a trade date basis. Regular
way purchases or sales are purchases or sales of financial assels lhat require delivery of assels within
the Ume [rame eslablished by regulalicn or convenlion in the markelplace.

Ellective interest method

The effeclive interest method is 2 melhod of calculaling he amorlized cost of a debl inslrumenl and of
gllocaling inleresl income aver the relevant paricd. The effeclive inleresl rale is the rale hat exaclly
discounts estimated luture cash receipts (including all fees and peints paid or received that form an
inlegral parl of the efieclive inlerest rate, transaction costs and olher premiums ar discounls) through the
expected life ol the debl instrumenl, or, whate approprials, a shorter pariod, to the nel carrying amount on
inilial resogniticn

Income 15 recogmized on an elfeclive inleresl basis for debl instruments other than lhose financial assels
classified as at FWYTPL,

Financial assets at FWTPL

Financial assels are classilied as at FYTPL when lhe financial asset is eilher held for trading or it is
designaled as al FYTPL,

A financial assels s classilied as held for trading if:

» Il has been acquired principally for lhe purpose of selling it in the near term: or

= On initizl recognilion it is parl of a portfolio of identiied (rancial inslruments that the Entity
manages togelher and has a recen| aclual pattern of short-term profit-taking; or

« i3 a derivalive thal is nol designaled and ellective as a hedging inslrumenl
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NOTES TO FINANCIAL STATEMENTS
AS OF MARCH 31, 2016
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SIGNIFICANT ACCOUNTING POLICIES {continued)

Financial asets {continued)

A Minancial assel olher lhan a firancial asset held for trading may be designated as at FYTPL upon initial
recognilion if:

+ Such designalion eliminales or significanlly reduces 2 measuremenl or recognilion inconsistency
lhat would cthervise anise; or

The financial asset forms part of a group of financial assets or financial habililies or bolh, which 15
managed and its performance 15 evalualed on a farr value basis, in accordance with lhe Enlily's
documented risk management or invesiment slralegy, and informalion about the grouping is provided
inlernally an that bagis, or

¢ |l forms part ol a2 conlract containing one or more embedded derivatives, and |AS 39 “Financtal
inslruments: Recognition and Measurement permils the enlire combined conlracl {assel or liability) lo
be designaled as at FVTPL.

Financial assals at FYTPL are slated at lair valug, wilh any gains or losses arising on remeasuremeanl
resognized in profil or lpss. The net gain or loss recognized in profit or loss incorporalas any dividend or
interest earned on lhe financial asset and is included in the “Met nancial expenses” in lhe statement of
comprehensive INcome.

Loans and receivables

Leoans and receivables are non-derivative financial assels wilh fixed or determinable payments lhal are
nol quoled in an active markel Loans and receivables (including irade and olher receivables, bank
talances and cash, elc.} are measured al amorised cost using lhe effective interest method, less any
mpairment.

Interes| income 15 recognized by applying lhe effective inleresl rale, excepl for shor-lerm receivables
when lhe recognilion of interesl weould be immaierial.

Impairmenl ol financial assets
Financial assels, olher Inan those at FYTPL, are assessed for indicalors of impairment a{ the end of gach
reporling penod. Financial assels are considerad to be impaired when there is objeclive evidence Lhat, as
a result of ong or more evenis thal ccourred after the initial recognilion gf the financial assel, the
estimaled fulure ¢cash llows of lhe Invesiment have bean aflacled.
For certain calegornes ol financial assets, such as trade raceivables, assels thal are assessed not 1o be
impaired individually are, in addition, assessed for impairmenl on a colleclive basis. Ohjeclive evidence of
impairmednt lgr a porifolio of receivables could include {he Enlily's pasl experience of collecling paymenis,
an increase in lhe number of delayed paymenls in the porfolio pasl the average credil period, as well as
cbservable changes in nalional or local economic condilions Lhal correfate wilh defaull on receivables.
For all olher linancial assels, objeclive evidence of impairmeant could include:

« Sgnificanl linancial difficully of the isseer or counterparly, or

+ Ereach of contract, such as defaull or delinguency in interest or principal payments; or

= |l becoming probable that the borrower will enler bankrupicy or financial re-organisation; or

« The disappearance of an aclive market for inat inancial assel because of financial difficulties.
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SIGHIFICANT ACCOUNTING POLICIES {continucd)
Impairment ol linancial assels [conlinued)

The carrying amounl of the fAnancial asset is reduced by the impairmenl loss direclly for all financial
assels wilh {he exception of trade receivables, where the carrying ameount is reduced through lhe use of
an allowance account, When a lrade receivable is considerad uncollectible, it is wrilten off aganst the
allowance accounl Subsequenl recovenes of amounts previously written off are crediled against the
allawance account, Changes in the carrying amounl of lhe allowance accounl are recognized in profit ar
loss

Deracogrution of financial assels

The Enlily derecognises a Nnancial assel only when lhe contraclual nghts 1o the cash lows from lhe
assel expire, of when It ransfers the financial assel and subslanlially all lhe nsks and rewards ol
ownership of lhe asse! lo another enlity,

On derecognition of a financial assel olher lhan tn ils entirely (e.g. when the Entity relains an option 1o
repurchase parl of a ransferred asset or retains a2 residual inleresl that does nol result in the relention of
substantially all lhe risks and rewards of awnership and the Enlily retains contral), lhe Entity allocates the
previous carrying amount of {he Minancial asset bebtween the part il conlinues o recognise under
conlinuing involvement, and the part il no langer recognises on the basis of the relative lair values of
those parts on the date of Ihe {ransfer, The difference bebween the carrying amount allocated to the part
ihat is no longer recogmzed and the sum of the consideralion received for the par no longer recognized
and any cumulative gain or loss allocaled Lo il that had been recognized in olher comprahensive income
15 recogmzed in profit or loss, A cumulalive gain or loss that had been recognized in other comprehensive
ingome 15 allocaled between the parl that conlinues lo be recognized and Lhe parl lhat 1s no longer
recognized on the basis of lhe relalive fair values of those parts.

Financial liabilities and equlty instrumenls

Classilicalion as debl or equily

Debl and equily instruments issued by Ihe Entily are classifizd a3 ether financial liabilihies or a5 equily in
accordance wilh the subslance of the conlractual arrangements and lhe definitions of 2 financial lialily
and an equily inslrumenl

Equity instrumenls

An o equily instrument is any conlract {hat evidences a residual interest in the assets of an enlily afler
deducting all of its liatilines. Equily inslrumenls issued by the Entity are recognized at lhe proceeds
received, net of direct issue costs.

Financial liabilities

Financial liabililies are classified as either inancial hiakililies "al FYTPL' ¢r 'olher financial liabililes'.

Financial liabiliies at FYTPL

Financial liabilities are classilied as al FYTPL when Lhe linancial hiabllily is either held for trading or it is
designaled as al FYTPL.

A financial liatlily is classified as held lor lrading iF;
= It has been acquired principally {or the purpose of repurchasing il in the near lerm; or

s On omilial recognition it is parl of a porfolio of identified financial nstruments that the Entity
manages together and has a recent actual pallern of short-tem prolit-taking; or

* |lis a derivative Lhat is not designated and effective as a hedging instrument.

This 15 a (ree rranshalion from the onginal Romanian binding version,
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5.C, ELECTROPUTERE 3.A.
MOTES TO FINAMCIAL STATEMENTS
AS OF MARCH 31, 2016
{all amounls are cxpressed in RON, unless olherwise specilled)

SIGNIFICANT ACCOUNTING POLICIES {conlinued)
Financial liabililigs and equity instruments {conlinued)

A financial liability other than a financial liability held for lrading may be designated as at FYTPL upon
iniial recognilion il

+ Such designalion eliminates or significanlly reduces a measuremenl gr recognilion inconsistency
lhal would olherwise arise; ar

* The financial liability forms part of & group of linangial assels or linancial liabilites or bolh, which
is managed and ils performance is evaluated an a fair valug basis, in accordance with the Enlily's
documented nsk manzgemenl or inveslmend slralegy, and information aboul lhe grouping %
provided inlermally on thal basis; or

« |t forms part of a conlract conlaining one or more embedded denvalives, and [AS 38 Financial

Instruments: Recognition and Measurement permils the enlire combined contracl (assel or liahility) to be
designaled as al FVTPL

Financial habilities al FYTPL are slated at [air valug, wilh any gains or losses arising on remeasurement
recognized in profil or loss. The net gain or loss recognized in profil or 10ss Incorparales any inleresl paid
on Lhe financial liabtily and is included in lhe ‘financial cost, net' hne item in lhe slalemenl of
comprehensive incomefincome statemeani.

Clher hinancia! habilities

QOlher linancial habilittes {including borrowings) are subsequently measured at amorlised cost using lhe
effeclive inkerest method.

The effective interest method is & method of calculaling the amontised cosl of a financial liability and of
allocaling interesl expenss over e relevanl period, The effective inleresl rale is the rale lhal exaclly
discounts estimated future cash payments {including all fees and poinls paid or received Lhal form an
integral pan of the effective inleresl rale, transaclion cosls and olther premiums or discounts) lhrough the
expected lile of the financial liabilily, or {where appropriale) a shorter period. to lhe net carnying amount
on initial recognitian.

Derecognition of financial liabilities

The Entity derecognises lnancial liabililies when, and anly when, the Entity's obligations are discharged.
cancelled or lhey expwe. The difference bebween ihe carrying ameount of lhe financial habiliby
derecognised and the conswderanon paid and payable is recognized in prafit or loss account,

Relaled parlies

Parties are considered related wien other parly, eilher lhrough ownership, contractual rights, family
relalionship or athenvise, has ihe ability 1o directly conlrol or significanlly influence lhe olher pady

Operaling segmenls

An operating segmenl is a component of the Enlily that engages in business aclivities from which it may
earn revenues and incur expenses (including revenues and expenses relating o ransaclions wilh other
components of lhe same enlity], whose operaling rasults are ragulary reviewed by lhe Entity's chief
operating decision maker lo make decisions about resources 1o be allocated 1o the segmenl and assess
s performance, and lor which discrete financial information is avallable. Segmenl informalion is
presenled in respecl of lhe Enlily's business and geographical segmenis and is delermined based an the
Entity’s managemenl and inlernal reporting structure.

Inter-segmenlt pricing is delermined on an arm's length basis:

This 15 a Iree ranslalion from the onginal Rormanian binding version,
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5.C. ELECTROPUTERE S5.A.
HOTES TOC FINAMCIAL STATEMENTS
AS OF MARCH 21, 2018
{all amounts ars expressed in RON, unless otherwise specified)

SIGNIFICANT ACCOUNTING POLICIES (continued]
Use of eslimates (continued)

Segment resulls, assets and liabilitizs include items direclly attributable to a segment as well as (hose
that can be allocaled on a reasonable basis. Unallocated ilems compnge mainly investments (other than
invesimenl property} and relaled revenue, loans and borrawings and related expenses, carporale assets
{primarily the Entily's premises) and head ofiice expenses, and income lax assets and labilities

Segment capital expenditure is the lotal cost incurred during the period to acquire property, planl and
equipment, and inlangible assels olher than goodwill,

Use of estimates

In the applicalion of the Enlity's accounling policies, as descnibed above, the directors are re required to
make judgements, estimates and assumplions about Lhe carrying amaunts of assets and liabililies that

are not readily apparent from other sources. The estimates and associgled assumplions are based an
histerical expedence and olher laclors (hat are considerad 1o be relevant. Aclual results may differ from
lhege eslimates,

The estimates and underlying assumptions are reviewed on a ongoing basis. Revisions lo accaunting
eslimales are recognised in the period in which Lhe eslimale is revised if the revision affecls only thal
periad, or in the perigd of the revision and future periods if the revision alfects both current and fulure
pengds

Crilical accounting judgements

The following are the crilical judgements that the direclors have made in Lhe process of applying the
Enlity’s acceunting policies and that have lhe mosl sigrilicanl effecl on lhe amounts recognized in the
financtal stalements.

i) Impairment of tangible and inlangible assels

At each balance sheet date, the Enlily reviews |he carrying amounls gf iis tangible and inlangible assets
lo delerming whelher {here is any indication lhat those assels have suffered an impairment loss. IF any
such indication exisls, the recoverable amounl of the asset is eslimaled in order lo delerming the extent
of the impairmenl loss (il any), Recoverable amount is the higher of fair value less costs to sell and value
in use In assessing value in use, managemenl estimales future cash flows discovnled lo Lheir present
value using a pre-tax discounl rate Lhat reflecls currenl markel assessmenls of the lime value ol money
and the nsks specilic to Ihe assel for which the estimales of future cash flows have nol been adjusled.

n) Usetul lives of property, planl and equipment

The Entily reviews for adequacy lhe estimaled uselul livas of properly, plant and equipment at the end of
each annual repaoriing penad

nij Reslrucluring provisiong

w) Delerred 1axes

v} Provisions and confingenl liabililes

vi} Allowances for bad and doubtful customers

vii} Allowances for obsalele inventory or for nel realizable value adjusimenls

The directors believe that the chosen wvaluation techniques and assumptions used are appropriale n
determining the lair value of inancial instruments,

This is a Iree lransfation from the original Romantan binding verston.
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5.C. ELECTROPUTERE S.A.
MOTES TO FINANCIAL STATEMENTS
AS OF MARCH 31, 2016
fall amounts are expressed in ROM, unless otherwise specified)

SIGNIFICANT ACCOUNTING POLICIES {continued)

Comparatives

Cerlain amounts in lhe slatement of fnancial posilion, slatemenl of profit or loss and aother
comprehensive income, slalemenl of cash flows and slatement of changes in equity for the prior year
have been reclassified to conlomn lo the current year's presenlalion.

The Company correcls maltenial prior period errors retrospectively in Lthe first set of linancial slatements
aulhorised lor 1ssue afler therr discovery, in accordance wilh lhe provisions of 1AS 8, by:

a. restatng the comparative amounls for the prior period{s) presented in which the eror
occurred; or

b if the error occurred before Lhe earliesl prior pericd presented, restaling Lhe opening balances
of assets, llabilities and equily for the earies! prior pericd presented.

4. REVEMUES

Below, 15 in analysis of lhe Company's revenuas for the year

March 31 Warch 31

2016 2015

Fevenues lrom sales of goods 23,270,046 34 512 712
Fevenue from commodities 381,770 132 702
Revenue from rendering of services 23973 54 3493
Cther revenues 208,610 1,004, 584
Total 23,895,299 35,709,391

This is a free wranslaton from the original Romanian binding version.
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5.0, ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATEMENTS
AS OF MARCH 31, 2016
fall amounis are expressed in RON, unless otherwlse specified)

5. COST OF 3ALES

March 31, March 31
2016 2015
Raw materials 15,251,910 22,433,317
Consumables expenses 892,185 1,248,803
Packages expenses 3,81 430
Ernergy, waber and gas 849,621 340,277
Repairs 634 3,343
Staff costs 5249136 4,680 200
Deprecialion and amortizalion relaled 1o non-current 1,026,380 853,124
assats
Clhers g7 61 4 025
Third parly services 778,100 74 7M1
Transportation sxpenses 230,013 145,708
Telecommunication expenses 14,895 14,244
Rent 24,920 16,102
Environmental expenses 3,135 35,734
Total 24,627,281 3,361,079
6. OTHER GAINS AND LOSSES
March 31, March 31,
2016 2015
Expenses with dispgsal of properly, pltant and
equipmenl -
Insome/ (expense) nel of exchange differencas 4 329,692 5533810
Total 4,329,092 £,532.810
7. OTHER OPERATING EXPENSES
March 31, March 31,
2018 2015
RON RON
Other income 266,039 179,706
Feversal of provisions for current assels 132,127 2,008,981
Provisions for YAT receivable
{Expense) / Reversal of provision lor risks and charges §3.153
Provisiens for penalties and intergs! for late paymenl of
VAT
Travel expensas, and transler postings {213,1486) [216,131)
Clher expenses ) :
Total 185,020 2,055,709

This 15 & free ranglation from Lhe arigingal Romanian binding version.
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5.C. ELECTROPUTERE S A.
MOTES TO FINANCIAL STATEMENTS

AS OF MARCH 31, 20116
{all amoun!s are expressed in RON, unless otherwise spoecificed)

2. FINANCE COSTS, NET

IMlerest income
Inleres| expense from lpans and leasing

Tolal

8. ADMIMISTRATIVE EXPEMSES

Enargy, water and gas

Repairs expenses

Insurance premiums

staff costs

Fees and charges

Entertainment, promolion and advertising
Other third party services

Olher taxes, charges and similar expenses
Consumables axpenses

Bank charges

Trade goods expenses

Rents

Amortization expenses

Tolal

10, INCOME TAX

March 31, March 31,
2016 2015
{118) {356)

4,471,069 4,817,727

4,470,951 4,677,371

March M, March 21,
2016 2015

180,358 167,982
- 12,117
26,549 131,312

2,310,832 1,625,447

2,834 4,071

25 056 26829
751,707 2592
367 416 331,975
293,810 331,201
279 499 £36 915
373,837 132942
108 379 15124
574 080 503273
5,223,457 4,591,830

{Income) / expense for the current and delerred lax recognized in Ihe income slalemenl {-a} for 2016

and 201515 detalled balow.

Current tax
Currenl income lax expense
Deferred {ax {incomeal

This is a free translation from the onginal Romaman binding version,
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12.

5.C. ELECTRCPUTERE 5.A.
NOTES TO FINANCIAL STATEMENTS
AS OF MARCH 31, 2016
{all amounts are exprosscd In RON, unless otherwise specified)

PROPERTY, PLANT AND EQUIPMENT [conflnued)

1. Pledged property, plant and equipment

As al March 31, 2016 Lhe net book value of the properly, planl and equipment pledged in [avour of banks,
with regard 1o lhe loans of the Entity, is of RON 263,048 823 {December 31, 2015, RON 262,526 657),

2. Properly, planl and equipment purchased under linange lease

As at March 31, 2018, lhe net book value of the property, plant and equipment purchased under finance
leases was of RON 0 (December 31, 2015 ROM 0).

INTANGIELE ASSETS
Development Dlher Advances for

expenses intangibles intangibles Total
Cosl -
At December 31, 2015 217 B&7 2,330,412 127,322 2,675,601
Addimons - G608
Dizposals . 608 -
At March 21, 2016 217,867 2,331,020 126,714 2,675,601
Accumulated
amertisation ) i
At December 31, 2015 {217 867) {758,640} - (978,507)
Amorlisalion expanse {117,626 {117,628
Eliminated on disposal of
assels -
At March 31, 2016 {217 B67T) {B76,265] 1,094,132}

This is a free Iranslation from the griginal Romanian binding version.
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12,

13,

S.C.ELECTROPUTERE 5.A.
MOTES TO FINANCIAL STATEMENTS
AS OF MARCH 31, 2016
{all amounts are expressed in RON, unless otherwise specilicd)

[MTAMGIBLE ASSETS {continued)

Development Other Advances lor
Impairment aliowance eXpenses infanglbles intangibles Total
At December 31, 2015 - - - -
Impairment losses of
intangible assels n
progress I = -
At March 31, 2016 - - - =
Al December 31, 2015 - 1,971,772 127,322 1,689,084
Al March 31, 2016 - 1,454,755 126,714 1,531,468
OTHER ASSETS
March 31, Cecember 31,
2016 2015
Guaranlees on long-lerm 1,157,807 1,281,635
Commercial guaranlees paid 383,707 182,017
Provisions for guarantees {341.180} {344 418)
Other investments 1.618 1818
Sundry debtors 1,091,685 332,322
Advance paymenis 480,053 48,219
VAT receivable 13.437 658 12,736,932
Less: Allowance for doubtful VAT receivable (3.705,076) (3.705,076)
Tolal 12,516,473 10,633,449

During the year ended December 31, 2014 the Company was subjecl lo a VAT reimbursement control by
the local lax authorities, covering prior periods December 2008 — February 2014. The VAT amounl
requested by the Company for reimbursement was ROM 8,507,956, The VAT inspeclors disallowed the
amount requested for reimbursement by the Cempany and assessed addilional VAT liabilities m amounl
of RON 8,404 943 and additional late payment inlerest and refated penallies in the amounl of RON
5,635,396, Based on managerment's besl eslimate related to the recoverability of these amounts as al
Decarmber 11, 2014 an allowance for doubliol VAT receivable of RON 3,705 07 and a provision lar risks
and charges of ROM 4 248 418 (sas Note 7 and MNole 20) [or the penalties and inlerests requesled by the
fiscal aulhorilies were recorded in lhe financial staternents as of December 31, 2014, The management of
lhe Company believes based on internal assessment that the addilional amounts not provided lor are
defendable in court and a claim against the fiscal aulhorilizs was be submitted in lhe courd of law during
April 2015 Undil the approval of these Anancial statemenls for lhe year ended December 31, 2015 the
case was not sethed

arch 31, Docember 31,

2016 2015

Guarantees on Jong-lerm 1,157 807 1,381,635
Other currenl assets 11,358,671 9,261,814
Total 12,516,478 10,623,448

Lok

This is a Iree translalion Irom the onginal Romanian hinding verswan,
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14,

5.C. ELEGTROPUTERE 5.A.
NOTES TO FINANGIAL STATEMENTS
AS OF MARCH 31, 2016

{all amounts are expressed in RON, unless othenwise specilied)

INVENTORIES

Raw malerials
Consumablas

Malerials in the form of inventory ilems

Packaging
Finisngd goods

Work in progress

Semi-finished goods
Residual products

(Spods

Allowance lor impairmenl of Inveniorigs

Total

March 31, December 31,
205 2015
7145211 13,141,512
272,308 315,923
851,074 830,927
219,75 520 006
2.418 645 2418 685
719,456 3,157,769
1,272,342 1,273,135
40 922 17,194
47,369 47 369
(6,635,740) (6,635,748}
6,380,370 15,024,781

Balance at the beginning of lhe year

Charge/{Release] in the current year

Balance at the end of the year

Thiz 1z a free translation Irom the original Romanian binding version.
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The movement in the allowance for slow moving and obsclete inventory is presenled below:

March 31, December 31,
2018 2015
6,635,749 7,819,240
B {1,183, 591}
6.535.749 6,635,749
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5.0, ELECTROFUTERE S.A.
MOTES TO FINANCIAL STATEMENTS
AS OF MARCH 31, 2016
{all amounts are expressed in RON, unless otherwise specilied)

TRADE AND OTHER RECEIVABLES

March 31, December 31,

2010 20115

Trade receivablas 87,493,209 84.841.054
Trade receivables recognised under 1AS 11 4,008,588 4,317,708
Allowance for doublful receivables {6,475,002) {6.452.662)
Advances paid for invenlory 345,534 337.525
Advances paid for services 23,626 21,344
Total 95,295,955 £3.024,930

In determining the recoverability of trade receivables, the Company takes inle accoun| changes in lhe
creditworthiness of the customer from the date of credit to the reporting dale. Concentralion of credi risk
is limited due to the existence of a large portlolio of clients unafiilialed. Thus, the Company's
management belisves that ne additional adjustments are needed for lrade receivables impairmant than
lhose recognized in these financial statements.

Aging ol receivables that are clder than 60 days:

March a1, December 31,
2016 2015
60-90 days 10,856,379 24,208
90-120 days 3,580,615 2,486,756
Ower 120 days I - N1 7.212.035
Tolal 22322970 9.723.0939
Movement in allowance for lrade receivables is as follows.
March 31, December 31,
2016 2015
Balance sl the beginning of Lhe year 3,492 662 B21.762
(Release) in he current year = (17.660) 5.970.900
Balance al the end ol the year 6,475,002 6.492.662
Aging of receivables past due and impaired;
March 31, December 31,
2016 2015
Over 120 days 2,741,821 7.212.035
Tatal 2,741,821 7.212.035

This is a free wanstation lrom the original Romanian binding versian,
33



16.

17,

5.C. ELECTROPUTERE 5.A.
NOTES TO FINANMCIAL STATEMENTS
AS OF MARCH 31, 2016
{31l amounts are expressed in ROMN, unless olherwise specified)

CASH AND CASH EQUIVALENTS

March 21, December 31,

2018 201&

Bank accounls G904, 060 2.845 557

Olher 45,259 23.865

Cash equivalents -4, 49

Tolal 959,740 2.869.571

ISSUED CAPITAL

Share capital is fully paid as al Decembar 31, 2015

Mo, of shares Sharce capital

RON

Share capital at
March 31, 2016 1,037,602 913 103,760,291
Effect of inflalion on capital g

Share capilal 21
December 31, 2016 103,760,251

Mo. of shares Share capital
RN

Share capital at

December 31, 2015 1,037 602,813 103,760,221
Effect of inflation on capital
Share capilal al

Pecember 31, 2015 103.760.291
Sharcholder slruclure March 31, 2016 Mo of shares Procent
Al-Arrab Contracting Company Lid 591,284,640 a5 53%
Olher shareholders 46,318 273 _483%
Total 1 ,DE?,EDE,QH_ 100%
Shareholder siruclure December 31, 2015 No of shares Procent
Al-Arrab Cantracting Company Lid 891,284,640 85.53%
QOther shareholders 46,318,273 = 4863%
Total 1,037,602,913 100%

During the year ended December 31, 2015 the Company operated a reduction in share capilal related (o
the hypennflalion adjusternents recorded al the first Ume adoption of IFRS, On 28" Apnl 2015 the
Company approved the reversal of the inflation adjustment pertaining to share capilal amounting to RON
952,227,570 against the retained earnings.

This 15 a free wanstation frem the ariginal Remanian binding version,
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5.C. ELECTROPUTERE 5.4.
NMOTES TO FINAMCIAL STATEMENTS
AS OF MARCH 21, 2016
fall amounls are exprossed in RON, untess olherwise specified)

RESERVES
March 31, December 31,
2018 205
Legal reserves 17,784,858 17 78B4 866
Revalualion reserves 12.837 480 12,837,480
Other 43133772 43,133,772
Total 73.756.1158 73,756,118
BORROWINGS
March 21, December 31,
2016 2015
Loans gquaranteed
Short lerm loans 90,3049 223 78,923,553
Currenl portian of long lerm loans 83,863,790 81.433.867
Loans quaranteed
Long lerm leans 200,602,042 202.875.399
Teotal A74,885,055 3683.242.824

a) Amounts due to credit institutions

The Company contracted a credil facility amounling to 29,300,000 EUR from Blom Bank for lhe financing
of working capilal and for the payment of (he vutslanding debts lowards slate authorilies. The credit
facilily comprises the lollowing credit limits:

*  An overdrall loan of EUR 3,750,000 far the curren| actiity, thal can be utiized up untl May 28,
2116, wilh an allached interesl rale of EURIBOR 1m plus 2.5% fix margin per annum, bul no
lowear lhan 4.75% per annum;

* A revolving facility of EUR 17,550,000 EUR. for the linancing conlracts, lhat can be utilized up
unlil May 28, 2316, with an allached inleresl rate of EURIBOR 1 plus 2.5% . per annum, but no
lower than 4.75% per anaum;

A revolving facility of EUR 8,500,000 for issuance of warranty letters, thal can be ulilized up uniil
May 28. 2016 {non cash)

This is & free ranslalion from the original Romanian binding versian.
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18.

5.C, ELECTRCPUTERE 3_A.
MOTES TO FINAMCIAL STATEMENTS
AS OF MARCH 31, 2016
fall amounls are expressed in RON, unlcss olherwise specified)

BORROWINGS {continued)

The above mentioned agreement 1s pledged with:

» Real estale morigage over lhe land located in Cratova, Calea Bucuresti Str.. No. 80, Dalj county,
with & surface of 468.862 sgm., praperly of SC Eleclroputere SA, as well as the related
consiruclions,

* Pledge over the cash accounls of lhe debtor:

* Pledge over the receivables resulling from the agreement sealed by SC Electroputere SA wilh ils
clients. According lo the addendum 1/30.08.2(M1 1o the Real Warranty agreemenl, lhe company
is unconditionally obliged to warrant the above mentioned credil through the of righls from the
selling agreemeanis between the company and ils final clients:

« Guarantee contract enlilled ,Guarantee and Indemnily” signed by Mada Group For Indusirial and
Commercial Invesimenl Company Limiled, relaled parly, for the amount of EUR 28,200,000,

* Real estale mortgage over the land located in Mogosoaia, oy counly wilh & sudace of 184.000
sqm. properly of SC Electrapulzre S4

b} Amounts due to sharcholders

As at March 21, 2016 the amounts owad 1o |he shareholders, are long-lerm loans Irom lhe main
sharehalder of the Company, Al-Arrab Contracling Company Lid, in the amount of EUR 44,839,296
equivalenl of RON 200,602,041 (December 31, 2015 RON 202.875 304, equivaleni of EUR 44 639,208),
granted for financing of working capilal, environment and development inveslments, according lo the
obligations assurned under the privalization agreement no, 57/30.10.2007.

Interes| payable al March 31, 2016 on loans from shareholders amounts to RON B3.882.790, equivalenl
of EUR 18.750.009 {31 December 2015 RON §1.433.867 gquivalent of 17,8998.423 EURY), calculaled al
rates ranging bekwveen 0% and 6.5% per year,

The inleresl expense related Lo the shareholders loan lor lhe year ended March MM, 2016 is in amount of
RON 3.376.648 (for the year ended December 31, 2015 RON 13,188,802 1.

According lo the loan agreemenl, Electroputere underlakes lo eslablish in favour of Al-Arab Conlracing
Company Lid & pledge on movable assets (plant, machinery and equipmenl} required for the manufacture
af translormers and eleclric motors, as well as a real estate marigage on the land located in Craiova, wilh
the following cadastral numbers: 10493/3 {mortgaged to Blom Bank France S.A.), 10493/4 {morgaged 1o
Blom Bank France 5.A). 10493/5 (mortgaged to Elom Bank France 5.4), 10453/601 (morlgaged lo Blom
Bank France 5.A), 10493/7 (mortgaged to Blom Bank France S.A), 10483/8 (mortgaged lo Blom Bank
France S.A), 10493/9 (mortgaged to Blom Bank France S.4), 10483/10 {mongaged lo Blom Bank France
S.A), 10493/11/2 (mortgaged to Blom Bank France 3.A), 10493/11/3 {morigaged lo Blom Bank France
S.A), 10493/12 (mortgaged to Blom Bank France 5.4), 10493113/1 (morgaged lo Blom Bank France
5.A}. 10493/13/3 {morigaged to Blom Bank France S.A) and 11.042 fwilhow morlgaged lo Blom Bank
France S.A),

Ag of the balance sheel date this pledges/mortgages have not been made.

This is a free Lransfation from Ihe original Romanian binding version,
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20,

21,

22,

5.C. ELECTROPUTERE S.A,
NOTES TO FINANCIAL STATEMENTS
AS OF MARCH 31, 2016

{all amounls are expressed in RON, unless olherwise specified)

PROVISIONS

Provisions for guaraniee to cuslomers
Provigions fer reslructuring

Provisions for onerous cantracts

Provisions for penallies and interest related
to lhe VAT reimbursement control {Nole

14}

Provision lor environmenlal labililies

Olher provisions

Total

TRADE AND OTHER PAYABLES

Trade payables

Invoices to be received
Advances from cuslomears

Sundry credilors

Sundry creditors group related

Tolal

OTHER CURRENT LIABILITIES

Wages

Social contribulions

Clher laxes
Tax on salaries

Clher current liabilities

Total

March 21, December 31,
2016 2015
1,411,319 1,411,319
- 128,059
4,243 418 4 246,418
660,026 660,626
2,324,837 2,324,837
8,645,298 8,773,459
March 31, December 31,
2016 2015
13,215,804 16,515,008
2.499.924 1,166,442
3,793,564 4 576,808
8508.857 314 810
48377632 51,084,420
69,045,781 73,667,590
March 31, December 31,
2018 2015
1,955,714 1,785,603
£80,739 554 842
4,795 4 587
257913 273 Bg2
. 1,465,740 40,046
4,274,901 2,668,940

This iz a free translation from Lhe original Romarnian binding version
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5.C, ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATEMENTS
AS OF MARCH 21, 2016
{all amounts are expressed in RON, unless otherwise specified)

23, FINANCIAL INSTRUMENTS
a) Capital risk managemont

The Enlity's objeclives when managing capilal are lo saleguard |he Entity's ability 1o conlinue as a going
concern in order lo provide relurns for shareholders and benefils lor alher stakeholders and {6 mainlain
an oplimal capital structure to reduce Lhe cosl of capital,

The capilal struclure of the Entity consists af debt, which includes ihe borrowings presenled at nole 21,
cash and cash eguivalents and equity abtributable to equily holders ol lhe parent, comprising issusd
capilal, reserves and retained earnings. as presenled in noles 17 and 18,

Consistent with others in the induslry, the Entily monilors capital on lhe basis of the gearing ralio
This ratio is calculated as net debt divided by lotal capital. Nel debt is calculaled as lotal borrowings
{including current and non-current borrowings as shown in (he balance sheel) less cash and cash
equivalents. Total capital is calculated as ‘capital and reserves’ as per the balance sheel plus net dabt,

The gearing ralios as at March 31, 2016 and 2015 were as follows:

March 31, December 31,

2076 2015

Tolal borrowings 374,885,055 363.342.824
Less: cash and cash equivalenls (959 740 {2.868 571}
Mel debt 373.925.315 360.373.253
Total capilal and reserves {B0.574 288) [¥73.444.294)
Gearing ralio nfg nfa

b} Interesl rate risk managemenl

Fair value interesl rate risk is the risk lhat the value of a financial instrument will fluctuate because of
changes in markel interes| rales, Financial instruments bear inlerest al markel rates, therelgre il is
considered thal their fair values did not offer significantly from the carrying amounls.

Interest rate sensitivity

The sentivily analysis presented below has been determined for gxisting inlerest beanng loans
oulslanding al lhe reporting date, and the stipulaled change laking place al lhe keginning of the financial
year and held constant Lhroughout the next reporting pefied in (he case of borrowings linked to floating
rates

Il imerest rales would be higher f lower by 1% {100 basis poinls) and all other variables are held constanl,
lhe Company's net loss for 2015 would increass / decrease by RON 172,586 {2014; RON 211,230} This
s mainly atiribulable to the Entity's exposure 10 inlerest cates on its varable interest rate for EUR
denominaled borrowings.

¢} Credit risk marnagement

The Company is subjecl to credil risk due lo ils lrade receivables and other iypes of claims. The
Company has policies lo ensure |hal sales are made Lo cuslomers wilh appropriate references on Lhair
creditworthiness. Date of maturity of debt is clasely monilored and amounts due after exceeding il are
pursued promptly. Trade receivables {customers) are presenled net gl adjusimenls for impairment of
doubtful debts. The company develops policies Lhat limit lhe amount of credil exposure o any financial
institution,

This is 2 free ranstation from Ihe original Romanian binding wersion.
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23.

5.C, ELECTROPUTERE S.4.
NOTES TO FINANCIAL STATEMENTS
AS OF MARCH 31, 2016
{all amounts are expressed in RON, unless otherwise specified)

FINAMCIAL INSTRUMENTS {continued)
d) Fairvalue of Lhe financial instruments
The lair values of financial assets and financial liabilites are delermined as follows:

+ The fair values of financial assets and financial iabitiies with standard term and conditions
and Iraded on active liquid markeals are determined with reference lo quoted market prices
{includes lisled redeemable noles, bills of exchange. debentures and perpetual notes),

= The fair values of other financial assets and financial liabililies {excluding derivative
instruments) are determined in accordance with generally accepted pricing models based
on discounted cash flow analysis using prices from observable current markel lransacilions
and dealer quotes for similar instruments:

= The fair values of derivalive instruments are calculated using quoled prices. Where such
prices are not available using discounted cash flow analysis, based on lhe vield curve
which do not include options models and valualion models for defivatives which have
options pricing models.

The financial instrurmenls from slatement of financial position includes lrade and other receivables,
cash and cash equivalenls, borrowings both short lerm and long term and other liabililies.
Estimaled fair values of these inslruments approximate (heir carrying amounls. Carrying amounls
represent lhe Company's maximum exposure 1o credil risk of existing claims.

fl Liquidity risk management

A prudent liquidity management involves maintaining sufficient cash and credit lines available, by a
¢canlinucus moniloring of the eslimated and real cash flow and by correlating lhe due dales of the
fimancial assels and liabililies. Given the nature of its business, the Company aims al being fiexible
with regard lo financing oplions, by maintaining credit lings available to nance (he operaling
aclivittes, as well as by the financial support from the majority shareholder,

This is a Iree Iransfation from the original Romanian binding version.
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23.

28,

5.C. ELECTRDPUTERE 5.4,
NOTES TO FINANCIAL STATEMENTS
AS OF MARCH 31, 2016
{all amounts are expressed in RON, unless olherwise specified)

RELATED PARTY TRAMSACTIONS

Balances and lransaclions wilh related parlies are as fallows:

Amounts receivable from Amounls payable to
Relaled Parlies Related Parties
Marech 31, December March 21, December
2016 31, 2015 2016 1, 2018
RON RON RON RON
Al -Arrab Conlrasiing
Company Ltd 142,209 185 451 284 485,332 284 308 261
Mada Group for Induslrial and
Commercial investmenl 2,850 2.850 5,024,338 5,077,891
Parc Industrial Mija SA- avansur
penlre imobilizari corporale 3,602,600 3,602 600 .
MIS Consulting - =
Grirg 54
Cummins Generator Technologies
Romania — sale of goods 4 .
Maban| Steel z -
Osama Al-Halabi 43 877 - =
Mada Gypsum Company Lid - 220,07F 236,343
Cladiech International - 1,421 1,421
Al Rahji . 44 131,745 45,759,764
Tony Akiki 28,289 9,335 ; 5
Total 3,824,826 3,810,236 333,863,464 335,403,681

COMMITMENTS AND CONTINGENCIES
Litigations

As gt 31 December 2015 the Enlily is subject 1o a number of |awsuits arising i the normal cowse of
business, The Company's management believes lhat these actions will nol have a material adverse effac|
on economic performance and nancial position of lhe Company

Taxation

The laxalion system in Romania is undergoing a continuous development phase and is subject to vanous
Interprelalions and constant changes which may sometimes be retroactive. Although the aclual tax due
for a certain transaction can be minimal, penalties can be significant, as they can be calculated al the
value of lhe transaction and at a minimum ratio of 0.1% per day starting with 20068, bul can be
significanlly higher. In Romania, Ihe fiscal year remains opan for tax audit for a period of 5 yaars. The
managemenl considers Lhal the tax liabililies included in these financial statemenis are adequate.

In accordance with the requirements issued by the Ministry of Public Finance, which relates to the fiscal
treatment of the elements of equity that have not been subject to lhe calculation of lhe income tax as al
the date of their recording in the accounts, due to their nature, should the Company changes in the friure
the destination of the revaluation reserves (to cover losses or to dislribule o the shargholders), this will
lead to additional income tax liabilities.

Environment
The regulations regarding lhe environment are in a development phase in Romania and lhe Company did

nol record any liabililies as al March 31, 2016 and Decemnber 31, 2015 lor any anficipaled costs, including
legal and consulling fees, design and implemenlation of remedial plans regarding the environment,

On February 24, 2010, the Regional Agency of Environment of Dol County issued an environmental
aulhorization valid unlil February 24, 2020. By this authorisation lhe Company was not required to adhere

This is 2 Iree ranslation from Ihe aniginal Romanian tinding version,
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5.C. ELECTROPUTERE 5.A.
NOTES TO FINANCIAL STATEMENTS
AS OF MARCH 31, 2015
{all amounts are expressed In RON, unless otherwise specified)

lo any compliance program.

27, RESULT PER SHARE

March 37, December 31,

2016 2015

Loss of lhe year {7.127.149) (23.5221,260)
Mo of shares 1.037.602.813 1,.027,602,973
Loss per share {0.007) {0,02)

28. SUBSECUENT EVENTS

Mone

This is a free Iranslalion from the original Romanian binding version.
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