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statements for the 1't half of 2016 and acknowledge that:
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Translation from Romanian

Report lst half-year of 2Ot6 according to Regulation no. L|2OO6

Reporting date: Aug. 12,201,6
Name of the Trade Company:S,C. Electroputere S,A,
Headquarters: Craiova, 80 Calea Bucuregti Street, Dolj County
Tel: 0251 / 43711.9; Fax: 0372003056
Tax Code: 6312800
Registration in the Trade Register: J1,6/12/1991,
Subscribed and paid up capital: 1O3.760.29t,3O
Regulated market where issued securities are traded: Bucharest Stock Exchange

L. The report 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:

3. Economical and financial situation and analysis of S.C. Etectroputere S.A. activity on
June. 30, 2OL6.

Synthetic comparative situation (1st half-yea r,2O\5 - 1't half-ye ar,2QI6) are presented as follow:

Indicator Calculation method Result
Current liquidity ratio Current assets/ debts 4,43
Indebtedness indicator Loan capital / Equity x10O

Loan capital / Capital employed *100
Rate of debit turnover - customers Average balance client / Turnover*180 360 davs
Rate of fixed assets turnover Turnover/ Fixed assets 0.r7
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S.C. ELECTROPUTERE S.A.
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOMI|:

AS OF JUNE 30, 2016
(all amounts are e

Revenue
Cost of sales

Gross profit / (loss)

Administrative exoenses
Other operating expenses
Distribution expenses
Other gains or (losses)
Finance costs
Finance income

Loss before tax
Income tax credit

Loss for the year

Other comprehensive income, net of tax
Gain on revaluation of properties

Total comprehensive income

Loss per share

44,352,472 "74,511,089

(a2i,445,584) (61,908,864)

_ 11,906,888 _12,602,24_

in RON, unless othe

Note
June 30,

2016
June 30,

2015

9

7

6

8

8

RON
qnaudited

(10,385,228)
(1,393,972)

(759,192)
40,686

(9,317,381)
272

RON
unaudited

(10,400,946)
623,562

(4,504,338)
743,644

(8,948,712)
24,958

(e,85e,607)
10

(19,907,927)

(19i907,9271 (9,859,607)

27

(9,859,607)

(0.01)

LAVINIA PETCU
Financial Manager

The notes atached are an integral part of these financial statements.
This is a free translation from the original Romanian binding version.
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S.C. ELEGTROPUTERE S.A.
STATEMENT OF FINANCIAL POSITION

AS OF JUNE 30. 2016
all amounts are ex

ASSETS
Non-current assets
Property, plant and equipment
Intangible assets
Other assets

-[otal non-current assets

Current assets
Inventories
-frade and other receivables
Other assets
Cash and cash equivalents

Total current assets

Total assets

EQUITY AND LIABILITIES

Capital and reserves
lssued capital
Reseryes
Accumulated deficit

Total equity

Non-current liabilities
Borrowings
Other non-current liabilities

Total non-current liabilities

in RON, unless othe

Note
June 30,

2016
D,ecember 31,

2415

'|'1

12

13

RON
unaIdited

259,065,3,40

1,464,152

1,198,5'77

RON
audited

261,729,820
1,699,094
1,381,635

264,810,549

14
15
13

16

15,094,781
83,024,980
9,251,814
2,869,571

115,3Q5,385

377,013,4!i4

17
18

103,7q0,291
73,756,118

(270,871,473)

(93,35F,06/t)

19 202,718,4t;6 202,875,394
q1,293 143,177

202,789,749 j1203,018,571

The notes atached are an integral part of these financial statements.
This is a free translation from the original Romanian binding version.

3

261,7?g,0tig

8,110,1i12
94,081,784
12,3tr6,409

797,061

110,241 146

375,051,695



S.C. ELECTROPUTERE S.A.
STAMENT OF FINANCIAL POSITION

AS OF JUNE 30. 2016
(all amounts are ex

Gurrent liabilities
Trade and other payables
Borrowings
Provisions
Short term finance lease and other
interest bearing obligations
Other current liabilities

Total current liabilities

Total liabilities

Total equity and liabilities

in RON, unless oth

Note
June 31,

20'16
D,ecember 31,

2015

21

19

20

23

22

RON
unaudited

72,246,122
193,060,840

8,075,009

4,246,799

267,618,71i9

--

377,0?3,4!i4

470,398,519

RON
audited

73,667,589
160,367,430

8,773,459

2,668,940

_,245,477,419

_,449,495,999

_,37 5,051,695

LAVINIA PETCU
Financial Manager

The notes atached are an integral part of these financial statements.
This is a free translation from the original Romanian binding version.
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S.C. ELECTROPUTERE S.A.
STATEMENT OF CASH FLOW

AS OF JUNE 30, 2016
ll amounts are expressed in RON, unless othervyise specified)

June 30,
2016
RON

unaudited

June 30,
20'15

Cash flow from operating activities

Net loss
Adjustments
Depreciation and amortization of non-current assets
Reversal of provisions for doubtful accounts receivable
Provisions for non-current assets
Charges to / (Reversal of) provisions for slow moving and

obsolete inventories
(Reversal of)/ Charges to provisions for risks and charges
Provisions for penalties and interests for VAT
Net gain/(loss) from sale/write off of fixed assets
Net interest expenses
Fixed assets from own production
Unrealized forex (gain) / loss differences
Debit and accessories regarding VAT

Movements in working capital

Decrease in trade and other receivables
Decrease in inventories
(lncrease) of good execution guarantees granted

to customers
(Decrease)/lncrease in trade and other payables

Cash generated by / (used in) operations

Interest paid

Interest received

Cash flows from operating activities

Cash flow from investing activities

Payments for acquisitions of property, plant and equipment and
intangible assets
Proceeds from disposals of property, plant and equipment

Gash flows (used in)/ generated by investing activities

1U3,058 (624,828)
o r,ooJ 10,502,912

(15,75"22851- 10,363,000

(19,907,927)

3,0t33,334
788,778

224

964,974
(698,449)

(52,114)
9,317,109
(121,827)
(460,384)

RON
unaudited

(9,859,607)

2,970,426
1,786,841
(73s,088)

(872,512)
(5,532,849)
(3,370,754)

1,436
8,923,754

(58,601)

(461,553)
8,134,670

(14,093,741)
6,019,675

(4,771,621)
4,335,809

(2,260,658)

272

(2,451,848)

24.958

(18,012,6711

(42,085)
52,114

10,029

7,936,110

(672,0e0)

_ (672,0901

The notes atached are an integral part of these financial statements
This is a free translation from the original Romanian binding version.



S.C. ELECTROPUTERE S.A.
STATEMENT OF CASH FLOW

AS OF JUNE 30. 2016
(all amounts are e ressed in RON, unless othervyise

Gash flow from financing activities
Increase in loans from shareholders
(Decrease)/ Increase in loans from financial instiutions
Payments for leasing

Cash generated by / (used in) financing activities

Net increase / (decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

June 30,
2016

June 30,
2015

RON
unaudited

1 5,930,1 32

15,930,132

_ ()2,072,5101

RON
unaudited

25,101 ,358
(33,634,878)

-- 
(8,533,520)

-- 
(1,269,500)

3,201,0522,969,571

797 061 1,931,552

LAVINIA PETCU
Financial Manager

The notes atached are an integral part of these financial statements.
This is a free translation from the original Romanian binding version.
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S.C. ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATEMENTS

AS OF JUNE 30. 2016

1.

all amounts are ex in RON, unless oth specified)

GENERAL INFORMATION

S.C' ELECTROPUTERE S.A (the ,,Entity") is an entity set up under tlne Romanian law. The Entity was
initially established in 1949, having its main business purpose the manufacturing of electrotechnical
equipment of high currents for energy sector and railway transport, arnd initially structured in four main
production sectors: rotative motors, power transformers, electrical devices and locomotives.

Electroputere S.A. became a holding Company on August 17,1994 and was privatized in O,ctober2007,
Al-Arrab contracting company Limited being the majoishareholoer.

-[he 
adress of the registered office of the Company is: Craiova, Bucurestistreet, no 80.-fhe 
main categories of products of the Entity are: power transformers, rotative electrical englines, repairs

and upgrades to equipment and installations.

.June 2016 2015

Average number of employees 7io 734

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STA|ilDARDS

Adoption of new and revised standards and interpretations

Standards and lnterpretations effective in the current period

The following standards and amendments to the existing standards issued by the International
Accounting Standards Board (IASB) and adopted by the European Union (EU) are effer:tive for the
current period:

' Amendments to various standards "lmprovements to IFRSs (cycle 201 i-2013)" resullling from the
annual improvement project of IFRS (IFRS 3, IFRS '13 anrj IAS 40) primarily with L view to
removing inconsistencies and clarifying wording - adopted by the EU on 1B December 2014
(amendments are to be applied for annual periods beginning on or after 1 January 2O1S),

' IFRIC 21 "Levies"adopted by the EU on 13 June 2014 (effective for annual periods beginning on
or after '17 June 2014\.

The adoption of these amendments to the existing standards has not led to any chilnges in the
Entity's accounting policies

2. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING S IIANDARDS
(coNTtNUED)

The adoption of these amendments to the existing standards has not led to any changes in the Entity,s
accounting policies.

Sfandards and Interpretations issued by |ASB and adopted by the E,lJ but not yet effective
At the date of authorization of these financial statements the following amendments to the existing
standards issued by IASB and adopted by the EU were in issue but not yeieffective:

' Amendments to various standards "lmprovements to IFRSs (cycle 2010-2012)" resulting from the
annual imp-rovement project of IFRS (IFRS 2, tFRS 3, tFRS s; tFRS 13, tAS 16, tAS 2Z and tAS
38) primarily with a view to removing inconsistencies and clarifying wording - adopte<l by the EU

This is a free translation from the original Romanian binding version.
o
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S.C. ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATEMENTS

AS OF JUNE 30, 2016
(all amounts are expressed in RON, unless otherwise specified)

on 17 December2014 (amendments areto be applied forannual periods beginning on orafter 1

February 20'15),

Amendments to IAS lg "Employee Benefits" - Defined Benefit Plans: Employee Crpntributions -
adopted by the EU on 17 December 2014 (effective for annual periods beginning on or after 1

February 2015),

Amendments to IFRS 11 "Joint Arrangements" - Accounting for Acquisitions of Interests in Joint
Operations - adopted by the EU on 24 November2015 (effective for annual periods beginning on
or after 1 January 2016),

Amendments to IAS 1 "Presentation of Financial Statements" - Disclosure Initiative - adopted by
the EU on 18 December 2015 (effective for annual periods beginning on or after 1 January 2016i,
Amendments to IAS 16 "Property, Plant and Equipment" and IAS 33 "lntangibrle Assets" -
Clarification of Acceptable Methods of Depreciation and Amorlization - adopted by the EU on 2
December 2015 (effective for annual periods beginning on or after '1 January 2016)j

Amendments to IAS 16 "Property, Plant and Equipment" and IAS 41 "Agriculture" - Agriculture:
BearerPlants - adopted by the EU on 23 November2Ol5 (effective for annual periods beginning
on or after 1 January 2016),

Amendments to IAS 27 "separate Financial Statements,, - EqUity Method in Separate Financial
Statements - adopted by the EU on 18 December 2015 (effective for annual periods lreginning on
or after 1 January 2016),

Amendments to various standards "lmprovements to IFRSs (cycle2012-2014)" resulting from the
annual improvement project of IFRS (IFRS 5, IFRS 7, IAS 19 and IAS 34) primarily vrith a view to
removing inconsistencies and clarifying wording - adopted by the EU on 1S December 2O1S
(amendments are to be applied for annual periods beginning on or after 1 January 2Oj6).

The Company has elected not to adopt these new standards and arnendments to existino standards
in advance of their effective dates.

This is a free translation from the original Romanian binding version
10



S.C. ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATEMENTS

AS OF JUNE 30. 2016

2.

all amounts are expressed in RON, unless otherryise specified)

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANIOIAL REPORTING SIiTANDARDS
(coNTTNUED)

standards and lnterpretations rssued by IASB but not yet adopted ,by the Eu

At present, IFRS as adopted by the EU do not significantly differ from regulations adr:pted by the
International Accounting Standards Board (IASB) except from the following standards, arnendments to
the existing standards and interpretations, which were not endorsed for use in EU as at thri: approval of
these financial statements:

' IFRS 9 "Financial Instruments", issued on July 24, 2014 replaces IAS 39 Financial Instruments,
Recognition and Measurement, effective for annual periods beginning on or after 1 Januany 2018.

IFRS 9 includes requirements on financial instruments regarding recognition, classiification and
measurement, impairment losses, derecognition and hedge accounting:

Recognition and Measurement: IFRS 9 comes with a new approach regarding the classification of
financial assets, determined by the characteristics of cash flows and the business mocjel based on
which an asset is held. Such unique principle-based approach replaces the rule-based requirements
of IAS 39. The new model will also determine a single impairment model applicable to all financial
instruments.

lmpairment losses: IFRS I introduces a new model for impairment losses, based on e;<pected loss,
which will require the faster recognition of expected losses on the impairment of recerivables. The
standard provides that entities should register expected impairment losses on receivables upon the
initial recognition of the financial instruments and also recognize rnuch faster expecte<1 impairment
losses throughout the entire useful life thereof.

Hedge accounting: IFRS 9 introduces a model which is significantly improved regarding hedge
accounting, which comprises additional disclosure requirements regqrding risk managemr::nt. The new
model is a significant update of hedge accounting, which enables the accounting treatment to be
aligned to risk management activities.

Own credit: IFRS I eliminates the volatility in the profit or loss arising from the change in credit risk
related to liabilities measured at fair value. The change in the accounting requirements related to such
liabilities implies that revenues from the mitigation of an entity's own credit risk will no longer be
recognized through profit or loss.

. IFRS 14 "Regulatory Deferral Accounts" (effective for annual periods beginning on or after 1 January
2016) - the European Commission decided not to initiate the adoption of this interim standard, and to
wait the issue of the final standard;

' IFRS 15 "Revenue from Contracts with Customers" with subsequent amendments (effectirre for annual
periods beginning on or after 1 January 2018);

' IFRS 16,,Leasing" (effective forannual periods beginning on orafter 1 January 201g);

' Amendments to IFRS l0 "Consolidated Financial Statements", IFRS l2 "Disclosure of' Interests in
Other Entities" and IAS 28 "lnvestments in Associates and Joint Ventures" - lnvestrnrent Entities:
Applying the Consolidation Exception (effective for annual periods beginning on or afterr I January
2016);

' Amendments to IFRS l0 "Consolidated Financial Statements" and IAS 23 "lnvestments in Associates
and Joint Ventures" - Sale or Contribution of Assets between an Investor and its Assoc;iate or Joint
Venture with subsequent amendments (the effective date has been postponed indefiniltely until the
research project regarding the equity method is complete).

This is a free translation from the original Romanian binding version.
11



S.C. ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATEMENTS

AS OF JUNE 30. 2016
(all amounts are expressed in RON, unless

2. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTTNG SiTANDARDS
(coNTtNUED)

The Entity anticipates that the adoption of these standards, amendments to the existing sLandards and
interpretations will have no material impact on the financial statements of the Entity in the period of initial
application.

At the same time, hedge accounting regarding the portfolio of financial assets and liabilities, whose
principles have not been adopted by the EU, is still unregulated,

n According to the entity's estimates, application of hedge accounting for the portfolio of financial
assets or liabilities pursuant to IAS 39: "Financial Instruments: Recqgnition and Measurement", would
not significantly impact the financial statements, if applied as at the balance sheet date.

The Entity anticipates that the adoption of these standards, revisions and interpretations will have
material impact on the financial statements of the Entity in the period of initial application.

At the same time, hedge accounting regarding the portfolio of financial assets and liabilities, whose
principles have not been adopted by the EU, is still unregulated.

3. SIGNIFICANTACCOUNTINGPOLICIES

Statement of com pl iance

The financial statements have been prepared in accordance with International Financial Reporting
Standards adopted by the European Union (EU), as provided for by the Public Finance Minister no
128612012 and its subsequent ammendments,

Basis of preparation

The financial statements have been prepared on the historical cost basis except for certaln classes of
property plant and equipment and financial instruments that are measured at revalued amounts or fair
values, as explained in the accounting policies below. Historical cost is generally based on the fair value
of the consideration given in the exchange for assets

The principal accounting policies are set out below:

Going concern

The financial statements have been prepared on a going concern basis, under the historical cost
convention adjusted for the effects of hyperinflation until 31 december 2OO4 for share capital and
reserves, respectively equ ipments.

As at March 31,2016, the Company recorded an accumulated loss in the amount of RON 258.090.695,
negative net assets in the amount of RON 80.574.286, net current liabilities in amorunt of RON
142,974.358 and the loss of the period in amounts to RON 7.121.149. These matters indicate an
uncertainty regarding the Company's ability to continue as a going concern and an increased liquidity risk.
ln addition, according to statutory commercial law 3111990, revised, in tfire event where the arlministrators
ascertain that, further to incurring losses, the net assets, calculated as the difference between total assets
and total liabilities of the Company, are less than half the value of the share capital, the administrators
shall convene the general meeting of shareholders to decide whether to increase the share capital or to
reduce it to the remaining value or to dissolve the Company. Management believes that it is unlikely that
the Company will be subject to dissolution procedures in the future. As a result, the Company's capacity
to continue as a going concern depends on its ability to generate sufficient future income and on the
financial support from its shareholders. Management believes that quch a support will lre available
whenever necessary. These financial statements do not include adjusfments that might arise from this
uncertainty regarding the ability of the Company to continue as a going concern.

This is a free translation from the original Romanian binding version.
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S.C. ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATEMENTS

AS OF JUNE 30. 2016
(all amounts are expressed in RON, unless specified)

The principal accounting policies are presented below:

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Revenue is reduced
by estimated customer returns, rebates and other similar allowances.

Sale of goods

Revenue from the sale of goods is recognized when all the following cornditions are satisfied:

. The Entity has transferred to the buyer the significant risks and rewards of ownr::rship of the
goods;

. The Entity retains neither continuing managerial involvement to the degree usually associated
with ownership nor effective control over the goods sold;

. The amount of revenue can be measured reliably;

. lt is probable that economic benefits associated with the transaotion will flow to the Entity; and

. The costs incurred or to be incurred in respect of the transaction can be measured reliably.

Specifically, revenue from sale of goods is recognized when goods are delivered and legal tifle is passed.
Revenues from the sale of power transformers are recognized using the principles of the construction
contracts.

Rendering of servlces

Revenue from a contract to provide services is recognized by reference to the stage of completion of the
contract. The stage of completion of the contract is de termined as follows:

. installation fees are recognized by reference to the stage of
determined as the proportion of the total time expected to install
the reporting period;

completion of the installation,
that has elaosed i:rt the end of

the amount can
I

. servicing fees included in the price of products sold are recogni4ed by reference to the proportion
of the total cost of providing the servicing for the product sold; and

. revenue from time and material contracts is recognized at the contractual rates as labour hours
and direct expenses are incurred.

Interest income

Interest income from a financial asset is recognized when it is probable that the economic benefits will
flow to the Entity and the amount of income can be measured ieliablv. Interest income is arccrued on a
time basis, by reference to the principal outstanding and at the effective interest rate applicable, which is
the rate ,that exactly discounts estimated future cash receipts through the expecteO litb of the financial
asset to that asset's net carrying amount on initial recognitioh.

Construction contracts (transformers factory)

In accordance with the provisions of IAS 11, when the outcome of a construction contract can be
estimated reliably, revenue and costs are recognised by reference to the stage of completion of the
contract activity at the end of the reporting period, measured based on the proportion of contract costs
incurred for work performed to date relative to the estimated total contract costs, exceot where this would
not be representative for the stage of completion.
Variations in contract work, claims and incentive payments are included to the extent that
be measured reliably and its receipt is considered probable
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S.C. ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATEMENTS

AS OF JUNE 30, 2016
(all amounts are expressed in RON, unless otherwise specified)

3. SIcNIFICANTACCOUNTINGpOLtCtES(continued)

When it is probable that total contract costs will exceed total contract revenue, the expected loss is
recognised as an expense immediately and the Company records provigions for onerous contracts.

When contract costs incurred to date plus recognised profits less reeognised losses exc<led progress
billings, the surplus is shown as amounts due from customers for cohtract work. For contracts, where
progress billings exceed contract costs incurred to date plus recognised profits less recognised losses,
the surplus is shown as the amounts due to customers for contract wgrk. Amounts receiverd before the
related work is performed are included in the statement of financial position, as a liability, as advances
received. Amounts billed for work performed but not yet paid by the customer are included in the
statement of financial position under trade and other receivables.

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. All other leases are classified as operating teases.

The Entity's as lessor

Amounts due from lessees under finance leases are recognized as neceivables at the arnount of the
Entity's net investment in the leases. Finance lease incomi is allocated to accounting periods so as to
reflect a constant periodic rate of return on the Entity's net investment outstanOinf in respect oi tne
leases.

Rental income from operating leases is recognized on a straight-line basis over the term of the relevant
Iease. Initial direct costs incurred in negoti-ting and arranging an operating lease are added to the
carrying amount of the leased asset and recogniz-ed on a strai-ght--line bdsis ove"r the lease term.

1-he Entity as lessee

Assets held under finance leases are initially recognized as assets of the Entity at their fair value at the
inception of the lease or, if lower, at the prJsent value of the minimurir lease payments. The
cores.ponding liability to the lessor is included in the statement of financial position as 'a 

finance lease
obligation.

Lease payments are apportioned between financ
to achieve a constant rate of interest on the re
recognized immediately in profit or loss, unless th
case they are capitalized in accordance with the
rentals are recognized as expenses in the periods

Operating lease payments. are recognized as an straight-line basis over the lease term,
except where another systematic basis is more of th-e time pattern in which econorltc
benefits from the leased asset are consumed. als ariging u'nder operating leases are
recognized as an expense in the period in which t

In the even d to enter into operating leases, such incentives arerecognized it of incentives is'recogiized as a reductirtn of rental
expense on a r systematic ba$is is more representative of the
time pattern le as6et are consumed.

Foreign currencies

The Company's operations are in Romania and the functionalcurrencv is RON.

ncial statements of the Entity, the Entity,s
reign currencies) are recognize the dates'of
e end of each reporting period, n currencies
rates prevailing at that date. lue that are
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denominated in foreign currencies are translated at the rates prevailing at the date when the fair value
was determined. Non-monetary items that are measured in terms of historical cost in a foreign currency
are not retranslated.

Exchan-ge differences on monetary items are recognized in profit or loss in the period in which they arise
exceot for:

. Exchange differences on foreign currency borrowings relating to assets under corrstruction for
future productive use, which are included in the cosfof those?ssets when they are regarded as
an adjustment to interest costs on those foreign currency borrowings;. Exchange differences on transactions entered into in order to hedge certain foreign currency
risks.

Foreign currencies (continued)

The official conversion rates used to convert foreign currency denominated balance sheet items at the
end of the reporting periods were as follows:

. December 31"t, 2015: 4.1477 RON/USD and 4.5245 RONiEUR;. June 30nd, 2016: 4.0624 RON/USD si4.5210 RON/EUR

Borrowing costs

irectly attributable to the acquisition, construction or production of qualil'ying assets,
hat necessarily take a substantial period of time to get ready for theii int€Ihddd use or
,the cost of those assets, until suc h time as the assets are substantially rerady for their
te.

Investment income earned ol tl''9 temporary investment of specific bornowings pending their expenditure
on qualifying assets is deducted from the borrowing costs elijible for capitaliz-ati6n.

All other borrowing costs are recognized in profit or loss account in the period in which thev are incurred.

Employee benefits

The.Entity, in the normal course of business, makes payments to the Romanian State on behalf of its
employees for pensions, health care and unemployment iover. The cost of these payments is charged to
profit or loss account in the same period as the ietiteO salary cost.

The Entity pays employees retirement benefits, benefits which are defined in the Collective Labor
Agreement of the Entity.

Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

t for the year. I-axable profit differs from profit as
because of items of income or exoense that are
never taxable or deductible. The Entity's liability for

en enacted or substantively enacted by the end of

Deferred tax

Deferred tax is recognized on temporary differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding tax bases used in Ihe computation of taxable
profit. Deferred tax liabilities are generally recognizdd for aTl taxable temporary differences.

S.C. ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATEMENTS

AS OF JUNE 30. 2016
(all amounts are expressed in RON, unless specified)
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S.C. ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATEMENTS

AS OF JUNE 30, 2016
. (all amounts are expressed in RON, unless otherwise specified)

3. SIGNIFICANT ACCOUNTING POLtCtES (continued)

Deferred tax assets are generally recognized for all at it
is probable that taxable profits will be available agai can
be utilized. Such deferred tax assets and liabilities ises
from goodwill or from the initial recognition (other ano
liabilities in a transaction that affects n-either the tax

rhe carrying amo.unt of deferred tax assets is reviewed at the end of each reporting period and reduced
to the extent that it is no longer probable that sufficient taxable profits will be ivaita[te to allow all or part
ofthe asset to be recovered.

Taxation (continued)

e tax rates that are expected to apply in the period in
based on tax rates (and tax laws) that have been
reporting period. The measuremeht of deferred tax

would follow from the manner in which the Entitv
or settle the carrying amount of its assets and

Current and deferred tax for the year

Current an ognized in the profit or loss account, except when they relate to items
that are re prehensive incdme or directly in equity, in which case,'the current and
deferred ta n other comprehensive inconje or oireritiy in equity respectively.

Statutory income tax rate for the period ended June 30, 2016 was 16% (December 31 ,2015:16%).

Property, plant and equipment

Each asset with an acquisition cost exceeding RON 2,500 and estimated useful life of over one year are
capitalized' Fixed assets with an acquisition cost lowerthan RON 2,500 are recorded as an e)(pense.

Cost

The Entity's land and buildings were presented at the date of the transition to Internatiorral Financial
Reporting Standards based on deemed cost, which is equal to the market value of these assets at the
date of the transition determined based on a revaluation carried out by an independent appraiser.
Subsequently the land and buildings held by the Company have been revalaued and are ciarried in the
financial statements at revalued cost.

The Entity's equipments were presented at the date of transition to lnternational Financigl Reporting
Standards at initial cost on which general price indexes have been applied for the period 1990 - 2003,
during which Romania was a hyperinflationary economy.

The expenses with the major improvements are capitalized, based on the criteria whereas they extend
the operating life of asset or lead to a significant increase in its ability to generate revenue. Cost of
maintenance, repair and minor improvements are shown on expenses wlnen th-ey are carried qut.

Revaluations are performed with sufficient regularity such that the carrying amounts do not differ
materially from those that would be determined using fair values at the end of elch reporting period. Any
revaluation increase arising on the revaluation of such land and buildings is recogniiriO in otner
comprehensive income and accumulated in equity, except to the extent that it reverses a revaluation
decrease for the same asset previously recognized in profit or loss accoqnt, in which case the increase is
credited to profit or loss account to the extent of the decrease previougly expensed. A decrease in the
carrying amount arising on the revaluation of such land and buildings is recorded in profit or loss account
to the extent that it exceeds the balance, if any, held in the properties revaluation reserve relating to a
previous revaluation of that asset. On subsequent sale or retirement of a revalued property, the
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AS OF JUNE 30, 2016
(all amounts are

S.C. ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATEMENTS

3. SIcNIFICANTACCOUNTtNGPOLtCIES(continued)

attributable revaluation surplus remaining in the properties revaluation reserve is transferred directly to
retained earnings.

Land and buildings held for use in the production or supply of goods or services, or for administrative
purposes, are stated in the statement of financial position at the value presented above, deducting any
accumulated amortization and any subsequent impairment allowance.

Property, plant and equipment (continued)

Assets in course of construction to be used for production, supply or administrative purposes are carried
at cost, less any recognised impairment loss. Cost includes professional fees, and, for qualifying assets,
borrowing costs capitalised in accordance with the International Financial Reporting Standards. Such
properties are classified to the appropriate categories of property, plant and equipment when completed
and ready for intended use. Depreciation of these assets, on the same basis as other property assers,
commences when the assets are ready for their intended use. An item of property, plant and equipment is
derecognised upon disposal or when no future economic benefits are expected to arise from tfre continue
use of the asset.

Any gain or loss arising on the disposal or retirement of an item of property, pland and equipment is
determined as the difference between the sales proceeds and the canrying amount of the asset and is
recognized in the statement of comprehensive income.

Depreciation and amortization

Property, plant and equipment and intangible assets are depreciated/amortized on a straight line basls,
according to their estimated useful lives since the date of put in function, so that the cost to be decreaseo
to the estimated residual value at the end of their useful live. The rnain useful lives for the various
categories of property, plant and equipment are:

Years

Buildings and special constructions
Installations and equipment
Computers and electronic equipment
Vehicles

Land is not depreciated as it is assumed to have an unlimited service life.

30-60
10-25

3-5

Estimated useful lives, residual values and depreciation method are reviewecl at the end of each reporting
period. lf the carrying amount of an asset is greater than its estimated recoverable amount, it is written
down to its recoverable amount.

Assets held under finance leases are depreciated over the useful life on the same basis as owned assets
or, where the period is shorter, over the term of the relevant lease contract.

An item of property is no longer recognized as a result of the disposal or when no future economic
benefits are expected from continued use of the asset.

Subsequent expend iture

Expenditure incurred to replace a component of an item of property, plant and equipment that is
accounted for separately is capitalized and the carrying amount of th6 initial component is canceled.
Other subsequent expenditure is capitalized only when luture economic benefits aie expected through
the use of such assets. All other expenditure is recognized in the profit or loss account as incurred.

Intangible assets

Intan gible assets acquired separately
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S.C. ELECTROPUTERE S.A.
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AS OF JUNE 30, 2016

3.

(all amounts are e ed in RON, unless otherwise specified)

SIGNIFICANT ACcOUNTING POLtCtES (continued)

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated
amortization and accumulated impairment losses. Amortization is recognized on a straight-line basis over
their estimated useful lives. The estimated useful life and amortization meth,cd are reviewed at the end of
each reporting period, with the effect of any changes in estimate being accounted for on er prospective
basis. Intangible assets with indefinite useful lives that are acquired sEparately are carried at cost less
accumulated impairment losses.

Intangible assets (contin ued)

lnternally-generated intangible assets - research and development expenditulre

Expenditure on research activities is recognized as an expense in the period in which it is incurred.

An internally-generated intangible asset arising from development (or frrom the development phase of an
internal project) is recognized if, and only if, allof the following have been demonstrated:

' The technical feasibility of completing the intangible asset so that it will be available for use or
sate;

. The intention to complete the intangible asset and use or sell it;

. The ability to use or sell the intangible asset;

. How the intangible asset will generate probable future economic benefits;

' The availability of adequate technical, financial and other resounces to complete the cjevelooment
and to use or sell the intangible asset; and

' The ability to measure reliably the expenditure attibutable tc ther intangible asset during its
development.

The amount initially recognized for internally-generated intangible assets is the sum of the expenditure
incurred from the date when the intangible asset first meets the recognition criteria listed ahrove. Where
no internally-generated intangible asset can be recognised, development exprenditure is reco5;nized in the
statement of comprehensive income in the period in which it is incurre<j.

Subsequent to initial recognition, internally-generated intangible assets are reported at cost less
accumulated amortization and accumulated impairment losses, on the same basis as intangible assets
that are acquired separately.

Derecognition of intangible assets

An intangible asset is derecognised on disposal, or when no future economir: benefits are expected from
use or disposal. Gains or losses arising from derecognition of an intangible asset, measured as the
difference between the net disposal proceeds and the carrying amount of th! asset, are recognized in
the statement of comprehensive income when the asset is deiecognised.

lmpairment of tangible and intangible assets other than goodwill

At the end of each reporting period, the Entity reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment lois. lf
any such indication exists, the recoverable amount of the asset is estimaterd in order to determine the
9xfe1t of the impairment loss (if any). Where it is not possible to estimate the recoverable amount of an
individual asset, the Entity estimates the recoverable amount of the cashl;enerating unit tp which the
asset belongs. Where a reasonable and consistent basis of allocation can Oi! identified, corporate assets
are also allocated to individual cash-generating units, or otherwise they ane allocated to the smallest
group of cash-generating units for which a reasonable and consistent allocation basis can be irjentified.
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3. SIGNIFICANTACCOUNTtNGPOLtCtES(continued)

lntangible assets with indefinite useful lives and intangible assets not yet arrailable for use arre tested for
impairment at least annually, and whenever there is an indication that the asset may be impalred.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value ln
use, the estimated future cash flows are discounted to their present value using a pre-tax <iiscount rate
that reflects current market assessments of the time value of money anQ the risks specific to the asset for
which the estimates of future cash flows have not been adjusted,

lmpairment of tangible and intangible assets other than goodwill (contirnued)

lf the recoverable amount of an asset (or cash-generating unit) is estinrated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reducr:d to its recoverable amount.
An impairment loss is recognized immediately in the statement of compn:hensive income, unless the
relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a
revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount pf tht-' asset (or a cash-generating
unit) is increased to the revised estimate of its recoverable Lmount, but so that the increase-d carrying
amount does not exceed the carrying amount that would have been deterrnined had no impairment ioss
been recognized for the asset (or cash-generating unit) in prior years. A reversal of an impair-ment loss is
recognized immediately in the statement of comprehensive income, unless the relevant asset is carried at
a revalued amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Inventories like raw materials, consumables, materials in the form if inventory items, goods and packages
are valued at acquisition cost or the price in foreign currency at the exchange iate on the date of
acquisition, plus custom duties, custom fees and travel expenses such aS insurance.

Production in progress, semi-finished and finished goods are valued at the production cost.

Costs of inventories are determined on a first-in-first-out basis. Net realisable value rerrresents the
estimated selling price for inventories less all estimated costs of completion and costs necessarv to mare
the sale.

Provisions

Provisions are recognized when the Entity has a present obligation (legal or constructive) as a result of a
past event, it is probable that the Entity will be required to settle the obliggtion, and a reliable estimate can
be made of the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to setfle the
present obligation at the end of the reporting period, taking into account the risks and uncertainties
surrounding the obligation. When a provision is measured using the cash I'lows estimated to settle the
present obligation, its carrying amount is the present value of those cash flows (where the effect of the
time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be recovered
from.a third party, a receivable is recognized as an asset if it is virtually oertain that reimbursement will be
received and the amount of the receivable can be measured reliablv.

Onerous contracts

Present obligations arising under onerous contracts are recognized and rneasured as prqvisions. An
onerous contract is considered to exist where the Entity has a contract under which the unavoidable costs
of meeting the obligations under the contract exceed the economic benefits expected to be received from
the contract.
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3. SIGNIFICANT ACCOUNTING POLtCtES (continued)

Provislons (continued)

Restructuring

A restructuring provision is recognized when the Entity has developed a detailed formal plan for the
restructuring and has raised a valid expectation in those affected that it will carry out the restructuring by
starting to implement the plan or announcing its main features to those affected by it. The measurement
of a restructuring provision includes only the direct expenditures arising from the reitructuring, which are
those amounts that are both necessarily entailed by the restructuring and not associated witfr the ongoing
activities of the entity

Warranties

Provisions for the expected cost of warranty obligations under local sale of goods legislation are
recognized at the date of sale of the relevant products, at the directorsl best estimite of the expenditure
required to settle the Entity's obligation.

Financial instruments

Financial assets and financial liabilities are recognized when the Entity becornes a party to the contractual
provisions of the instrument .

Financial assets

Financial assets are classified into the following specified categoriep: financial assets "pt fair value
through profit or loss" (FVTPL), and 'loans and reclivbbles'. The clSssifipation depends on the nature andpurp etermined at the time of initial recognition. All regular waypurc recognized and derecognised on a trade date basis. Regulaiway sales of financial assets that require delivery of assets within
the t convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating the amortized cost of a debt instrument and of
allocating interest income over the relevant period. The effective interest rate is the rate that exacily
discounts estimated future cash receipts (iniluding all fees and poin{s paid or received that form an
integral part of-the effective interest rate, trdnsaction costs and oth6r prgm'iums or discounts) through the
expected life of the debt instrument, or, where appropriate, a shorter p'eriod, to the net carrying amoint on
initial recognition.

Income is recognized on an effective interest basis for debt instruments other than those financial assets
classified as at FWPL.

Financial assets at FVTPL

Financial assets are classified as at FVTPL when the financial asset is either held for tradinq or it is
designated as at FVTPL

A financial assets is classified as held for trading if:

' lt has been acquired principally for the purpose of selling it in the near term; or

' On initial recognition it is part of a portfolio of identified finanrcial instruments that the Entity
manages together and has a recent actual pattern of shortterm profit-takirrg; or

o lt is a derivative that is not designated and effective as a hedging instrument.

(all amounts are expressed in RON, unless specified)
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3. SIGNIFICANT ACCOUNTTNG pOLtCtES (continued)

Financial asets (continued)

A financial asset other than a financial asset held for trading may be dqsignated as at FVTpL upon initial
recognition if:

' Such designation eliminates or significantly reduces a measurement or recognition inconsistency
that would otherwise arise; or

The financial asset forms part of a group of financial assets or financial liabilities or both, which is
managed and its performance is evaluated on a fair value basis, in accordance with the Entity's
documented risk management or investment strategy, and information about the grouping is provided
internally on that basis; or

n lt forms part of a contract containing one or more embedded derivatives, and IAS 39 "Financial
instruments: Recognition and Measurement permits the entire combined contract (asset or liability) to
be designated as at FVTPL.

Financial assets at FVTPL are stated at fair value, with any gains or losses arising on remeasurement
recognized in profit or loss. The net gain or loss recognized in profit or loss incorpoiates any dividend or
interest earned on the financial asset and is included in the "Net finangial expensesi" in the statement of
comprehensive income.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. Loans and receivables (including trade and other'receivables, bank
balances and cash, etc.) are measured at amortised cost using thL effective intererst method, less any
impairment.

Interest income is recognized by applying the effective interest rate, except for shortterm receivables
when the recognition of interest would be immaterial.

lmpairment of financial assets

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the end of each
reporting period. Financial assets are considered to be impaired when there is objective evidence that, as
a result of one or more events that occurred after the initial recognition of ihe 1nancial asset, the
estimated future cash flows of the investment have been affected

For certain categories of financial assets, such as trade receivables, aqsets that are assessed not to be
impaired individually are, in addition, assessed for impairment on a collective basis. Objective evidence of
impairment for a portfolio of receivables could include the Entity's past experience of collecting payments,
an increase in the number.of delayed payments in the portfolio past the average cre6it period,'as'well as
observable changes in national or local economic cor ditions that correlate with default on receivables.

For all other financial assets, objective evidence of impairment could include:

. Significant financial difficulty of the issuer or counterparty; or

' Breach of contract, such as default or delinquency in interest or principal payrnents; or

' lt becoming probable that the borrower will enter bankruptcy or financial re-orr;anisation; or

' The disappearance of an active market for that financial asset because of finarncial difficulties.
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3. SIcNIFICANTACCOUNTtNGpOLtGtES(continued)

lmpairment of financial assets (continued)

The carrying amount of the financial asset is reduced by the impairnrent loss direcfly for all financial
assets with the exception of trade receivables, where the carrying amount is reduced through the use of
an allowance account. When a trade receivable is considered uncollectible, it is written oii against the
allowance account. Subsequent recoveries of amounts previously written off are credited ajainst the
allowance account. Changes in the carrying amount of the allowance account are recognized in profit or
IOSS.

Derecognition of financial assets

The Entity derecognises a financial asset only when the contractual rights to the cash flows from the
asset expire,, or when it transfers the financial asset and substantialiy all the risks and rewards of
ownership of the asset to another entity.

On derecognition of a financial asset other than in its entirety (e.g. when the Entity retains an option to
repurchase part of a transferred asset or retains r residual interesitnat does not re6ult in the rete'ntion of

ards of ownership and the Entity retains control), the Entity allocates the
e financial asset between the part it continues to reiognise under

f|['.:,+l%,3,?r%?:,r".osnises 
on the basis of the retative fair vatues of

that is no longer recognized and the sum of the
and any cumulative gain or loss allocated to it th
is recognized in profit or loss. A cumulative g
income is allocated between the part that-
recognized on the basis of the relative fair va

Financial liabilities and equity instruments

Classification as debt or equity

Debt and equity instruments issued by the Entity are classified as either financial liabilities or as equity in
accordance with the substance of the contractual arrangements and the definitions of a financial tiabilitv
and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entitv after
deducting all of .its liabilities. Equity instruments issued by the Entity are recognized at the pro.""o.
received, net of direct issue costs.

Financial Iiabilities

Financial liabilities are classified as either financial liabilities 'at FVTPL' or 'other financial liabilities,.

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the financial liability is either held for trading or it is
designated as at FVTPL.

A financial liability is classified as held for trading if

' lt has been acquired principally for the purpose of repurchasing it in the near term; or

' On initial recognition it is part of a portfolio of identified financial instruments that the Entitv
manages together and has a recent actual pattern of short-tem profit-taking; or

o lt is a derivative that is not designated and effective as a hedging instrument.
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3. SIGNIFICANTACCOUNTINGPOLICtES(continued)

Financial liabilities and equity instruments (continued)

A financial liability other than a financial liability hetd for trading may be designated as at FVTpL upon
initial recognition if:

. Such designation eliminates or significantly reduces a measurement or recognition inconsistency
that would othenvise arise; or

. The financial liability forms part of a group of financial assets or financial liabilities or both, which
is managed.and. its performance is evaluated on a fair value basis, in accordance with the Entity's
documented risk management or investment strategy, and information about the grouping'is
provided internally on that basis; or

. lt forms part of a contract containing one or more embedded derivatives, and IAS 39 Financial

Instruments: Recognition and Measurement permits the entire combined contract (asset or liability) to be
designated as at FVTPL.

Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on renleasurement
recognized in profit or loss. The net gain or loss recognizedin profit or loss incorporales any interest paid
on the financial liability and is included in the 'financial cost, net' line item in the s;tatement of
comprehensive income/income statement.

Other financial liabilities

Other financial liabilities (including
effective interest method.

borrowings) are subsequently measured at amortised cost using the

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate thai exacfly
discounts estimated future cash payments (including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and other premiums or discounts) through the
expected life of the financial liability, or (where appropriate) a shorter period, to the net carrying amount
on initial recognition.

Derecognition of financial liabilities

The Entity derecognises financial liabilities when, and only when, the Entity's obligations are discharged,
cancelled or they expire. The difference between the carrying amount oi the financial tiaOitity
derecognised and the consideration paid and payable is recognized in profit or loss account.

Related parties

Pafties are considered related when other party, either through ownershlp, contractual rights, family
relationship or othenvise, has the ability to directly control or significantly influence the other party

Operating segments

An operating segment is a component of the Entity that engages in business; activities from which it may
earn revenues and incur expenses (including revenues and expenses relating to transactiols with other
components of the same entity), whose operating results are regularly re'vi-ewed by the E:intity's chief
operating decision maker to make decisions about resources to be allooated to the segment and assess
its performance, and for which discrete financial information is available. Segment information is
presented in respect of the Entity's business and geographical segment$ and is determined based on the
Entity's management and internal reporting structure.

Inter-segment pricing is determined on an arm's length basis.

This is a free translation from the original Romanian binding version.
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3. SIcNIFICANTACCOUNTtNGPOLtCtES(continued)

Use of estimates (continued)

Segment results, assets and liabilities include items directly attributable to a segment as well as those
that can be allocated on a reasonable basis. Unallocated it6ms comprige mainly investments (other than
tnvestment property) and related revenue, loans and borrowings and relatecj ex'penses, corpoiate assets
(primarily the Entity's premises) and head office expenses, andincome tax asseis and liabiliiies.

seg.ment capital expenditure is the total cost incurred during the period to acquire property, plant and
equipment, and intangible assets other than goodwill.

Use of estimates

In the application of the Entity's accounting policies, as described above, the directors are re required to
make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that

are not readily apparent from other sources. The estimates and assoQiaterl assumptions are based on
historical experience and other factors that are considered to be relevant. l\ctual results melv differ from
these estimates.

The estimates and underlying assumptions are reviewed on a ongoing basis. Revisions t<l accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision afllects both current and iuture
periods.

Critical accounting judgements

The following are the critical judgements that the directors have made in the process of applying the
Entity's accounting policies and that have the most significant effect on the amounts recognized in the
financial statements.

i) lmpairment of tangible and intangible assets

At each balance sheet date, the Entity. reviews the carrying amounts of its tangible and intangible assets
to determine whether there is any indication that those aslets have suffered Zn impairmentioss. lf any
such indication exists, the recoverable amount of the asset is estimated in 6rder to betermine the extenr
of the impairment loss (if any). Rec l
in use. ln assessing value in use, ;
value using a pretax discount rate
and the risks specific to the asset for which the es

ii) Useful lives of property, plant and equipment

The Entity reviews for adequacy the estimated useful lives of property, plant and equipment at the end of
each annual reporting period.

iii) Restructuring provisions
iv) Deferred taxes
v) Provisions and contingent liabilities
vi) Allowances for bad and doubtful customers
vii) Allowances for obsolete inventory or for net realizable value adjgstnrrents

The directors believe that the chosen valuation techniques and assurinpticrns used are appropriate in
determining the fair value of financial instruments.

This is a free translation from the original Romanian binding version.
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AS OF JUNE 30,2016
(all amounts are expressed in RON, unless othenryise specified)

3. SIGNIFICANTACCOUNTINGPOLtCtES(continued)

Comparatives

Certain amounts in the statement of financial position, statement of orofit or loss and other
comprehensive income, statement of cash flows and statement of changes in equity for the prior year
have been reclassified to conform to the current year's presentation

The Company corrects material prior period errors retrospectively in the first set of financi:ll statements
authorised for issue after their discovery, in accordance with the provisigns of IAS 8, by:

a. restating the comparative amounts for the prior period(g) presented in whir:h the error
occurred; or

b. if the error occurred before the earliest prior period presented, restating the opening balances
of assets, liabilities and equity for the earliest prior period presented.

4. REVENUES

Below, is in analysis of the Company's revenues for the year.

June 30
2016

June 30
2015

Revenues from sales of goods
Revenue from commodities
Revenue from rendering of services
Other revenues

Total

43,78:t,963 72,883,327

7it,547
423,903

81,53s
494,962 1.122.325

44,352t,,472 74,511,099

This is a free translation from the original Romanian binding version.
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NOTES TO FINANCIAL STATEMENTS

AS OF JUNE 30, 2016
(all amounts are expressed in RON, unless othenirise specified)

5. COSTOF SALES

Raw materials
Consumables expenses
Packages expenses
Energy, water and gas
Repairs
Staff costs
Depreciation and amortization related to non-current
^^^^t^dD>e[s
Others
Third party services
Transportation expe nses
Telecommunication expenses
Rent
Environmental exoenses
Cost of goods sold
Entertainment, promotion and advertising

Total

6. OTHER GAINS AND LOSSES

Income from selling of fixed assets
Expenses with disposal of property, plant and
equrpment
Income/ (expense) net of exchange differences

Total

7. OTHER OPERATING EXPENSES

Other income
Reversal of provisions for current assets
Provisions for VAT receivable
(Expense)/ Reversal of provision for risks and charges
Travel expenses, and transfer postings
Other expenses

Total

45 116

_4?,445,594.- 61,908,864

June 30,
2016

June 30,
2015

2E,80i1,365
1,211,867

x,057
1,421,412

537
9,812t,279
1,95tr,905

s),994
1,718,544

379,875
27,234
45,649
'17,850

45,519,860
1,854,087

6,799
1,213,272

3,866
8,494,333
1,850,853

7 aaeI tVVV

2,103,859
418,620
27,253
26,377
39,240

343,112

June 30,
2016

June 30,
2015

743,644

743,644

June 30,
2016

June 30,
2015

RON

500,997
(1,621,557)

570,399
(416,152)
(427,639)

(1,393,9721

RON

ZYC,OOJ

805,937
(515,4e8)

37,460

This is a free translation from the original Romanian binding version.
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NOTES TO FINANCIAL STATEMENTS

AS OF JUNE 30, 2016
(all amounts are expressed in RON, unless otherwise specified)

8. FINANCE COSTS. NET

Interest income
Interest expense from loans and leasing

Total

9, ADMINISTRATIVE EXPENSES

Energy, water and gas
Repairs expenses
Insurance premiums
Staff costs
Fees and charges
Entertainment, promotion and advertising
Travel expenses
Communication expense
Other third party services
Other taxes, charges and similar expenses
Consumables expenses
Bank charges
Trade goods expenses
Rents
Amortization expenses

Total

10. INCOME TAX

Jlune 30,
2016

June 30,
2015

(272)
9,317,381

(24,958)
8,94E,712

9,317,109 , 8,921,754

Jlune 30,
2016

June 30,
2015

371,125
939

68,486
4,650,355

7,680
6,877

1,994,070
733,464
403,950
830,858

170,912
1,146,612

10,39F,228-

280,243
24,409

'186,308

4,282,228
8'667

44,169
450,172
89,722

1,381,938
667,422
403,357

1,433,101
59,247

1,090,065

10,400,946

(lncome) / expense
and 2015 is detailed

for the current and
below.

deferred tax recognized in the income statement (-a) for 2016

June 30,
201'6

June 30,
2015

Current tax
Current income tax exoense
Deferred tax (income)

This is a free translation from the original Romanian binding version.
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S.C. ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATEMENTS

AS OF JUNE 30, 2016
(all amounts are ex in RON, unless oth specified)

11. PROPERTY, PLANT AND EeUtpMENT (continued)

1. Pledged property, plant and equipment

As at June 30, 2016 the net book value of the property, plant and equipment pledged in favrlur of banks,
with regard b the loans of the Entity, is of RON 251.060.449 (December 31, 2.015: RON 252,637,829).

2. Property, plant and equipment purchased under finance rease

As at June 30, 2016, the net book value of the property, plant and equipment purchased under finance
leases was of RON 0 (December 31,20j5: RON 0).

12. INTANGIBLE ASSETS

Cost

At December 31,2015
Additions
Disposals

At June 30, 2016

Accumulated
amortisation

At December 31, 2015
Amortisation expense
Eliminated on disposal of
CIDDU TI

At June 30, 2016

Development
expenses

2'17,967 127 322 _, 2,675,601

931

Other Advances for
intangibles intangibles Total

217 867 2,331,020

-

(217,8671 (758,640)

(235,264)
_, (976,507)

(235,264)

(217,8671 (993,904)

This is a free translation from the original Romanian binding version
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S.C. ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATEMENTS

AS OF JUNE 30. 2016
all amounts are expressed in RON, unless othe

12. INTANGIBLE ASSETS (continued)

Development
lmpairment allowance expenses

Other
intangibles

Advances for
intangibles Total

At December 31,2015
lmpairment losses of

intangible assets in
progress

At June 30,2016

At December 31,2015

At June 30, 2016

,1,571,772 127 322

127,037

_, 1,699,094

1,464,1531,337,116

13. OTHERASSETS

Guarantees on long-term
Commercial guarantees paid
Provisions for g uarantees
Other investments
Sundry debtors
Advance payments
VAT receivable
Less: Allowance for doubtfulVAT receivable

Total

Guarantees on longterm
Other current assets

Total
635

1,199,576
351,871

(344,1e4)
1,818

816,659
521,263

14,674,078
(3,705,076)

13,514,9p5

June 30,
2016

Der;ember 3'l ,

2015

'1,381,635

182,017
(344,418)

1,818
JSZ,JZZ

48,219
12,736,932
ri3,705,076)

10,633,449

During the year ended December 31,2014 the Company was subject to a VAT reimbursement control by
the local tax authorities, covering prior periods December 2008 - February 2014. The \/AT amount
requested by the Company for reimbursement was RON 8,507,956. The VAT inspectors dis;allowed the
amount requested for reimbursement by the Company and assessed additional VAT liabilitiers in amount
of RON 8,404,943 and additional late payment interest and related penalties in the amount of RON
5'635,396. Based on management's best estimate related to the recoverability of these amounts as at
December 31,2014 an allowance for doubtfulVAT receivable of RoN 3,705,07b and a provis:iion for risks
and charges of RON 4,248,418 (see Note 7 and Note 20) for the penaltigs and interests requ,r:sted by the
fiscal authorities were recorded in the financial statements as of Decernber 31,2014, The management of
the Company believes based on internal assessment that the additional amounts not orovided for are
defendable in court and a claim against the fiscal authorities was be submitted in the court crf law during
April 2015. Until the approval of these financial statements for the year ended December 3tl, 201S th;
case was not settled..

June 30,
2016

1 ,'198,576
12,316,409

13,514,995 
-

This is a free translation from the original Romanian binding version
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S.C. ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATEMENTS

AS OF JUNE 30, 2016
all amounts are ex

14. INVENTORIES

Raw materials
Consumables
Materials in the form of inventorv items
Packaging
Finished goods
Work in progress
Semi-finished goods
Residual products
Goods
Allowance for impairment of inventories

Total

Balance at the beginning of the year

Charge/(Release) in the current year

Balance at the end of the year

in RON, unless othe

June 30,
20tr6

December 31,
2015

9,125,099
2Bg,3V0
970,252
183,698

2,419,685
1,324,797
1,272,585

79,061
47,369

(7,600,'723)

13,141,512
315,923
R?n o?7

528,006
2,418,685
3,157,769
1,273,135

17,194
47,369

(6,635,749)

15,094,791

The movement in the allowance for slow moving and obsolete inventory is presented below:

June 30,

?016
December 31,

2015

6,63S,749 7,819,340

(1,183,591 )964.974

7.600.723 6,635,749

This is a free translation from the original Romanian binding version.
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15. TRADE AND OTHER RECEIVABLES

Trade receivables
Trade receivables recognised under IAS 11
Allowance for doubtful receivables
Advances paid for inventory
Advances paid for services

Total

60-90 days
90-120 days
Over 120 days

Total

Movement in allowance for trade receivables is as follows:

June 30,
2016

De,cember 31,
2015

96,329,670
4,B0E,4Bg

(7,281,440)
20tr,588

23,478

84.841.064
4.317.709

(6.492.662)
337.525
21.344

94,A91,784 83.024.980

In determining the recoverability of trade receivables, the Company takes into account chianges in the
creditworthiness of the customer from the date of credit to the reporiing date. Concentration of credit riskis limited due to the existence of a large portfolio of clients unaffiliated. Thus, the Company's
management believes that no additional adjustments are needed for trade receivables irnpairment than
those recognized in these financial statements.

Aging of receivables that are older than 60 davs:

June 30, December 31,
20152016

31,007,839
1,212,415

21,869,947

24.308
2.486.756
7.212.035

54,099,100

June 30,

?016

6,492,662

December 31,
2015

9.723.099

Balance at the beginning of the year

(Release) in the current year

Balance at the end of the year

Aging of receivables past due and impaired:

Over 120 days

Total

788,778

521.762

5.970.900

7,281,440

June 30,
2016

179.758

4,'179,759

-

This is a free translation from the original Romanian binding version
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NOTES TO FINANCIAL STATEMENTS

AS OF JUNE 30, 2016
(all amounts are expressed in RON, unless othenryise specified)

16. CASH AND CASH EQUIVALENTS

Bank accounts
Other
Cash equivalents

Total

ISSUED CAPITAL

Share capital is fully paid as at Decembe r 3j,2015

Share capital at
June 30, 2016
Effect of inflation on caoital
Share capital at

December 31,2016

Share capital at
December 31,2015
Effect of inflation on capital
Share capitalat

December 31,2015

Shareholder structure June 30, 2016

Al-Arrab Contracting Company Ltd
Other shareholders
Total

Shareholder structure December 31, 2O1S

Al-Arrab Contracting Company Ltd
Other shareholders
Total

Jurne 30,
2016

December 31,
2015

765,628
30,814

619

2.845.557
23.865

149

797.061 2.869.571

17.

No. of shares

1,037,602,913

No. of shares

1,037,602,913

'1t 3.760.29'l

No of shares Procent

95.54%
446%

991,284,640
46,318,273

1,037,602,913 100%

No of shares Procent

95.54o/o

4A6%
991.284.640
46,318,273

1,037,602,913

This is a free translation from the original Romanian binding version.
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100%

During the year ended December 31,2015 the Company operated a reduction in share capitiel related tothe hyperinflation adjustements recorded at the first time adoption of IFRS. On 28th April 20'15 the
!_ollanv approved the reversal of the inflation adjustment pertaining to share capital amounting to RoN
952,227,570 against the retained earntngs.



S.C. ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATEMENTS

AS OF JUNE 30, 2016
(allamounts are expressed In RON, unless othe

18. RESERVES

Legal reserves
Revaluation reserves
Other

Total

19. BORROWINGS

June 30,
2016

17.784.866
12$37.480
43.133.772

73.756.118

Jqne 30,
2016

94,863,695
88,1E7,145

202,718,456

December
201

17,784
12,837,

422 77

73,756,11

December 3
201

78.933
81.433

202.875.

Loans auaranteed
Short term loans
Current portion of long term loans

Loans quaranteed
Long term loans

Total

a) Amounts due to credit institutions

363.

o An overdraft loan of EUR 3,750,000 for the current activity,
2016, with an attached interest rate of EURIBOR 1m plus
lower than 4.75% per annum:

thafi can be utilized up until July
2.5% fix margin per annum, but

A revolving facility of EUR 19,050,000 EUR, for the financing
until July 31,2016, with an attached interest rate of EURIBOR
lower than 4.75% per annum;

A revolving facility of EUR 7,000,000 for issuance of warrantv
July 31 ,2016 (non cash).

oontracts, that can be utilized
1m plus 2.5% . per annum, but

lOtters, that can be utilized up u

This is a free translation from the original Romanian bin(ing version,
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385,7p9,296

The Company contracted a credit facility amounting to 29,800,000 EUR from Blom Bank for the fina
of working capital and for the payment of the oulstanding debts towards state authorities. The
facility comprises the following credit limits:



S,C. ELECTROPUTERE S.A,
NOTES TO FINANCIAL STATEMENTS

AS OF JUNE 30. 2016
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19. BORROWINGS(continued)

The above mentioned agreement is pledged with:

. Real estate mortgage over the land located in Craiova, Calea Eucuresti Str., No. 80, Dolj county,
with a surface of 468.862 sqm., property of SC Electroputere SA, as well as the related
constructions.

. Pledge over the cash accounts of the debtor;

. Pledge over the receivables resulting from the agreement sealed by SC Electroputere SA with its
clients. According to the addendum 1/30.08.2011to the Real Warranty agreement, the company
is unconditionally obliged to warrant the above mentioned credit through the of rights from the
selling agreements between the company and its final clients;

o Guarantee contract entitled ,,Guarantee and Indemnity" signed by Mada Group For Industrial ano
Commercial Investment Company Limited, related party, for the amount of EUR 28,S00,000.

' Real estate mortgage over the land located in Mogosoaia, lflov county with a surface of 184.000
sqm, property of SC Electroputere SA

b) Amounts due to shareholders

As at June 30,2016 the amounts owed to the shareholders, are longterm loans from the main
shareholder of _the Company, Al-Arrab Contracting Company Ltd, in the amount of EUR 44,g39,296
equlvalent of RON 202,718,456 (December 31 , 2015: RON 202.87S.394, equivalent of EUR ,44,83g,296),
granted for financing of working capital, environment and development investments, accqrding to the
obligations assumed under the privatization agreement no. 67130.1 o.2oo7 .

lnterest payable at June 30, 2016 on loans from shareholders amounts to RON 88.187.144, equivalent of
EUR 19.506.115 (31 December 2015: RON 8'1.433.867 equivalent of 17.998.423 EUR), caicutated at
rates ranging between 0% and 6.5% per year.

The interest expense related to the shareholders loan for the year ended June 30, 2016 is in amount of
RoN 6.781 .714 (tor the year ended December 31,2015: RoN is.laa.eoz ;.

According to the loan agreement, Electroputere undertakes to establish in favour of Al-Arrab Contractinrg
Company Ltd a pledge on movable assets (plant, machinery and equipment) required for the manufacture
of transformers and electric motors, as well as a real estate mortgage on the land located in Craiova, with
the following cadastral numbers: 1049313 (mortgaged to Blom Banli France S.A.), 1o4g3l4 (mortgaged to
Blom Bank France SA)t 1049315 (mortgaged to Blom Bank France S.A), i}4g3t6l1 (mortg'aged'tjAtom
Bank France S A), 1-049317 (mortgaged to Blom Bank France S.A), 1O'4g3lB (mortgaged to Blom Banr<
France S.A), 10493/9 (mortgaged to Blom Bank France S.A), 10493110 (mortgageO to etom []ank Franoe
S'A), '1049311112 (mortgaged to Blom Bank France S.A), 10493/1i13 (mortg-aglO to Btom Elank Franoe
S A), 10493112 (mortgaged to Blom Bank France S.A), 10493113t1 qmortglglo to Blom Bank Franqe
S'A)' 10493/13/3 (mortgaged to Blom Bank France S.A) and 11.042 (withiut-mortgaged to Btom Banx
France S.A.).

As of the balance sheet date this pledges/mortgages have not been made.

This is a free translation from the original Romanian binding version.
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S.C. ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATEMENTS

AS OF JUNE 30. 2016
(all amounts are expressed in RON, unless otheryvise specified)

20. PROVTSTONS

Provisions for guarantee to customers
Provisions for restructuring
Provisions for onerous contracts
Provisions for penalties and interest related
to the VAT reimbursement control (Note
14\
Provision for environmental liabilities
Other provisions

Total

21. TRADE AND OTHER PAYABLES

Trade payables
Invoices to be received
Advances from customers
Sundry creditors
Sundry creditors group related

Total

22. OTHER CURRENT LIABILITIES

Wages
Social contributions
Other taxes
Tax on salaries
Other current liabilities

Total

June 30,
2016

December 31,
2015

1,411,319

129,059

4,249,419

660,826
2,324,837

8,773,459

December 31,
2015

17,002,374
1,076,199
2,504,994

471,141
51,191,524

72,246,,122

June 30,

?016

1,995,427
556,809

4,442
236,915

'1,553,305

41246,,799
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16,515,009
1,166,442
4,576,908

314,810
51,094.420

73,667,590

Dec;ember 3'tr,

201s

1,795,603
554,942

4,587
273,862

40,046

. 2,669,940

-1,411,319
238,013

4,248,419

2,177,259

9,075,009

June 30,

?016



S.C. ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATEMENTS

AS OF JUNE 30. 2016
all amounts are in RON, unless othe specified

23. FINANCIAL INSTRUMENTS

a) Capital risk management

The Entity's objectives when managing capital are to safeguard the F-ntity's ability to continue as a going
concern in order to provide returns for shareholders and benefits for other stakeholders an<J to maintain
an optimal capital structure to reduce the cost of caoital.

The capital structure of the Entity consists of debt, which includes the borrowings presenterl at note 21,
cash and cash equivalents and equity attributable to equity holders of the pJrent, comprising issued
capital, reserves and retained earnings, as presented in notes 17 and 1E.

rhis :'J"J:,'lj[? il$[1fl;'i?,?l'':u,il.""?*i,'&T5of i,":j[",[?:f ::'lLl,i1"fl[3Ji[1(inclu non-current borrowings as shown in the balance sheet) less cas;h and cashequlv I is calculated as 'capital and reserves' as per the balance sheet plus net debt.

The gearing ratios as at June 30, 2016 and 20i5 were as follows:

June 30,
2016

December 31,
2015

Total borrowings
Less: cash and cash equivalents

Net debt

Total capital and reserves
Gearing ratio

(93.355.064)
NA

3ei3.242.824
(?.!ge,lzll

360.373.253

(73.444.294)
nla

b) Interest rate risk management

Fair value interest rate risk is the risk that the value of a financial instrument will fluctuate because of
changes in market interest rates. Financial instruments bear interest at market rates, therefore it is
considered that their fair values did not offer significantly from the carrying amounts.

lnterest rate sensitivity

The sentivity analysis presented below has been determined for existing interest bearing loans
outstanding at the reporting date, and the stipulated change taking place at thJbeginning of the inancial
year and held constant throughout the next reporting period in the case of borrowings t-infea to floating
I dLED.

c) Credit risk management

The company is subject to credit risk due to its trade receivabres and other types of r:raims. The
Company has policies to ensure that sales are made to customers with appropriate'referenr:es on their
creditworthiness' Date of maturity of debt is closely monitored and amounts due after exceeding it are
qurgugd promptly. Trade receivables (customers) are presented net of adjustments for impairrient of
doubtful debts. The company develops policies that limit the amount of credit exposure to arny financial
institution.
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23. FINANCIAL INSTRUMENTS (continued)

d) Fair value of the financial instruments

The fair values of financial assets and financial liabilities are determined as follows:

. The fair values of financial assets and financial iabilities with stanriard term and conditions
and traded on.active liquid markets are determined with reference to quoted rnarket prices
(includes listed redeemable notes, bills of exchange, debpntures and pbrpetual notes);

' The fair and financial liabilities (excluding derivativeinstrumen with generally accepted pricing nrodels based
on discou prices from obserivable iurrerit maii<et transactions
and deale ts;

o The fair values of derivative instruments are calculated using quoted prices. Where such
prices are not available using discounted cash flow analysis,'based on ther yield curve
which do not include options models and valuation mod'els for derivatives r,irhich have
options pricing models.

The financ and other receivables.
cash and 4rEstimated ,.€:t"?lli,.i, ff,j'lfii;
represent t

f) Liquidity risk management

A prudent liquidity management involves maintaining sufficient cash and credit lines available, by a
continuous monitoring of the estimated and real cash flow and by correlating the due dates of ihe
financial assets and liabilities. Given the nature of its business, the Company-aims at treing flexible
with regard to financing options, by maintaining credit lines arrailable to finance the operating
activities, as well as by the financial support from the majority shareholder.

S.C, ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATENflENTS

AS OF MARCH 31,2016
(all amounts are expressed in RoN, unless otfieruvise specified)
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S.C. ELECTROPUTERE S.A.
NOTES TO FINANCIAL STATEMENTS

AS OF MARGH 31.2016

25.

ll amounts are e in RON, unless othe

RELATED PARTY TRANSACTIONS

Balances and transactions with related parties are as follows:

Amounts receivable from
Related Parties

Amounts payable to
Related Parties

June 30, Decemben June 30, December2016 31.2015 2016 31.2015

Al -Arrab Contracting
Company Ltd

Mada Group for Industrial and
Commercial investment
Parc Industrial Mija SA- avansuri
pentru imobilizari corporale

MIS Consulting
Griro SA
Cummins Generator Technologies

Romania - sale of goods
Mabani Steel
Osama Al-Halabi
Mada Gypsum Company Ltd
Cladtech I nternational
Al Rahji
Tony Akiki

Total

RON

142,689

2,950

3,602,600

74,695

RON

195,451

2,850

3,602,600

7,562
6'.25,000

1,421

RON RON

290,905,600 284.309.261

5,074,193 5,077,891

255,343
1,421

45,133,889 45,759,764
o nAn

3,831,994 _3,910,236 342,097,125-_-__ 335,403,691

26. GOMMITMENTS AND CONTINGENCIES

Litigations

As at 30 June 2016 the Entity is subject to a number of lawsuits arising in the normal course of business.
The Company's management believes that these actions will not hlve a material adverse effect on
economic performance and financial position of the Companv.

Taxation

The taxation system in Romania ous de subjeot to various
interpretations and constant cha imes b he actual tax due
for a certain transaction can be be srg calculated at the
value of the transaction and a 0.1% 006, but can De
significantly higher. In Romania, the fiscal year remains open for tax audit for a period of S years. The
management considers that the tax liabilities included in these financial Statements are adequaie.

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 the calculation of the income tax as at
the date of their recording in the accounts, due to their nature, should the Company change in the future
the destination of the revaluation reserves (to cover losses or to distribute to the shareholders), this will
lead to additional income tax liabilities.

Environment

The regulations regarding the environment are in a development phase in Romania and the Company did
not record any liabilities as at June 30, 2016 and December 31 , 2015 for any anticipated costs, including
legal and consulting fees, design and implementation of remedial plans rggarding the environment.
on February 24, .2010,_the Regional Agency of Environment of Dolj County issued an environmental
authorization valid until February 24,2020. By this authorisation the Company was not required to adhere
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NOTES TO FINANCIAL STATEMEN'fiS

AS OF MARCH 3'1.2016
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27.

to any compliance program.

RESULT PER SHARE

June 30,
2016

June 30,
2015

Loss of the year

No. of shares

Loss per share

(19,e07,927)

1 ,037,602,913

(e,85e,607)

1,037,602,913

(0.02) (0,01)

28. SUBSEQUENT EVENTS

At the date of the present financial statements, Blom Bank is analyzing qur documents in order to renew
all the facilities with 12 months.
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