el

el

ROMCARBON S.A. AND SUBSIDIARIES

CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

PREPARED IN ACCORDANCE WITH
INTERNATIONAL FINANCIAL REPORTING STANDARDS
ADOPTED BY THE EUROPEAN UNION

TOGETHER WITH INDEPENDENT AUDITOR’S REPORT

This is a free translation from the original Romanian version.



E=a

CONTENTS:

INDEPENDENT AUDITOR'S REPORT

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY
CONSOLIDATED STATEMENT OF CASH FLOWS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ADMINISTRATORS' REPORT

This is a free translation from the original Romanian version.

PAGE:

10-11
12 -61

1-19



— — —— — —— [ ] === [ — ] [ ] = | d— | == | e | _

] Deloitte Audit S.R.L,
§os. Nicolae Titulescu nr. 4-8,
& Intrarea de Est, Etajul 2 -
Zona Deloitte si etajul 3,
Sector 1, 011141,

Bucuresti, Romania

Tel.: +40 21 222 16 61
Fax: +4(IJ 21222 16 60

To the shareholders of,
S.C. ROMCARBON S.A.
Buzau, Romania

INDEPENDENT AUDITOR’S REPORT

Report on the Consolidated Financial Statements

1 We have audited the accompanying consolidated financial statements of S.C.
ROMCARBON S.A. and its subsidiaries (“the Group”), which comprise the consolidated
statement of financial position as at December 31, 2015, and the consolidated statement
of profit and loss, the consolidated statement of profit and loss and other comprehensive
income, consolidated statement of changes in equity and consolidated statement of cash
flows for the year then ended, and a summary of significant accounting policies and other
explanatory information.

Management's Responsibility for the Consolidated Financial Statements

2 Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with International Financial Reporting Standards as
adopted by EU, and for such internal control as management determines is necessary to
enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor's Responsibility

3 Our responsibility is to express an opinion on these consolidated financial statements
based on our audit. We conducted our audit in accordance with International Standards
on Auditing. Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance whether the consolidated financial
statements are free of material misstatement.

1

Numele Deloitte se refera !a organizatia Deloitte Touche Limited, o companie cu rispundere limiata din Marea Brilanie, Ia firmele membre ale
acesteia, fiecare firma membra este o persoana juridica independentd, Pentru o descriere amanuntitd a structurii legale a Deloitle Touche Tohmatsu
Limiled si a firmelor membre, va rugadm s& accesati www.deloiibe comim/desgre,




Deloitte.

4 An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on
the auditor’s judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity's preparation and fair
presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements.

5 We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Opinion

6 In our opinion, the consolidated financial statements present fairly, in all material respects,
the financial position of S.C. ROMCARBON S.A. and its subsidiaries (“the Group”) as at
December 31, 2015, and its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards as adopted by EU
and with the explanatory notes described in the notes to the consolidated financial
statements.

Other Matters

7 This report is made solely to the Group's shareholders as a whole. Our audit work has
been undertaken to the shareholders those matters we are required to state to them in an
auditor's report and for no other purpose. To the extent permitted by law, we do not accept
or assume responsibility to anyone other than the Group and its shareholders as a body,
for our audit work, for this report, or for the opinions we have formed.

Report over the conformity of administrators’ report with the separate financial
statements

The administrators are responsible for the preparation and presentation of the administrators’
report in accordance with the requirements of MoPFO no. 1286/2012 Accounting regulations
regarding annual standalone financial statements and annual consolidated financial statements,
Chapter Il, Arts. 10-14, which does not contain material misstatements, and for such internal
control as management determines is necessary to enable the preparation of administrators’
report that is free from material misstatement, whether due to fraud or error.

Our opinion on the consolidated financial statements does not cover the administrators' report.

In connection with our audit of the consolidated financial statements, we have read the
administrators’ report accompanying the financial statements and we report as follows:

a) in the administrators’ report, we have not identified information which is not consistent, in all
material respects, with the information presented in the consolidated financial statements
attached;
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b) the administrators’ report identified above contains, in all material respects, the required
information according to the provisions of MOPFOQ no. 1286/2012, Chapter Il, items 10-14;

¢) based on our knowledge and understanding concerning the Company and its environment
gained during the audit on the consolidated financial statements prepared as at December
31, 2015, we have not identified information included in the administrators’ report that
contains a material misstatement of fact.

Farrukh Khan, Audit Pariner

For signature, please refer to the
original Romanian version.

Registered with the Romanian Chamber of Financial Auditors
under no. 1533/25.11.2003

On behalf of:
DELOITTE AUDIT S.R.L.
Registered with the Romanian Chamber of Financial Auditors

under no. 25/25.06.2001

Bucharest, Romania
March 25, 2016




ROMCARBON S.A.

CONSOLIDATED STATEMENT QF PROFIT OR LOSS
FCR THE YEAR ENDED DECEMBER 31, 2015

Year ended Year ended
December 31, December 31,
Note 2015 2014
thousand LEI thousand LEI
Income 3 213,491 194,930
Other income 1,388 1,560
Investment income 1,850 7,018
Other gains or losses 5 (3,617) 534
Changes in finished products and production in
progress 2,130 2,785
Raw materials and consumables used 4 (140,933) {131,400)
Depreciation and amortization expense 6 {8,640) (8,751)
Employee salaries and social security 7 (41,685) {36,605)
Finance costs 8 {2,500) (2,823)
Other expenses 9 (16,621) {17,187)
Share of profit of associates 14 3,980 2,346
Profit before taxation 8,843 12,407
Income tax expense 10 {271) {1,217)
Profit tor the year from operations 8,572 11,190
Profit for the year 8,572 11,190
Attributable to:
Owners of the parent 8,523 11,318
Non-controlling interests 49 {128)
From core operations:
RON {cents per share) 0,03 0.01
Average number of shares 264,122 264,122

The consolidated financial statements were approved by the Board of Administration and were authorized
for issuance on March 25, 2016,

PREPARED,
HUNG CHING LING, VIORICA ZAINESCU, RADU ANDREI,
ADMINISTRATOR CHIEF FINANCIAL OFFICER  CHIEF EXECUTIVE OFFICER

For signatures, please refer to the original Romanian version.

The accompanying notes are integral part of these consolidated financial statements.
This is a free translation from the original Romanian vaersion.
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ROMCARBON S.A.

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2015

Year ended Year ended
December 31, December 31,
Note 2015 2014
thousand LEI thousand LEI
Comprehensive income
Other comprehensive income subsequently
transferred to profit or loss
Exchange differences on translating foreign
operations 258 (356)
Other comprehensive income subsequently
transferrable to profit or loss
Exchange differences on translating foreign
operations (867) {1,018)
Comprehensive income of the year
Attributable to:
Owners of the parent (432) (967)
Non-controlling interests {177) {409)
Total comprehensive income 7,963 9,816
Owners of the parent 8,091 10,351
Non-controlling interests (128) {537)

The consolidated financial statements were approved by the Board of Administration and were authorized
for issuance on March 25, 2016.

PREPARED,
HUNG CHING LING, VIORICA ZAINESCU, RADU ANDREI,
ADMINISTRATOR CHIEF FINANCIAL OFFICER = CHIEF EXECUTIVE OFFICER

For signatures, please refer to the original Romanian version.

The accompanying notes are integral part of these consolidated financial statements.
This is a free translation from the eriginal Romanian version.
5
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ROMCARBON S.A.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
FOR THE PERIOD ENDED DECEMBER 31, 2015

December 31, December 31,
Note 2015 2014
thousand LE! thousand LE!
ASSETS
Non-current assets
Property, plant and equipment 11 197,495 121,134
Investment property 32 43,799 46,317
Goodwill 12 143 143
Other intangible assets 13 435 570
Investment in associates 14 26,978 23,733
Financial assets 14 197 197
Total non-current assets 269,047 192,094
Current assets
Inventories 15 28,049 23,466
Trade and other receivables 16 56,666 33,053
Other current assets 17 2,004 956
Cash and bank balances 3 17,014 -
Total current assets 103,753 78,121
Total assets 372,800 270,215
EQUITY AND LIABILITIES
Capital and reserves
Issued capital 18 26,412 26,412
Share premiums 2,182 2,182
Reserves 19 43,248 44,137
Retained earnings 20 77,870 70,678
Equity attributable to owners of the parent 149,712 143,409
Non-controlling interest 21 1,400 1,765
Total equity 151,112 145,174

The accompanying notes are integral part of these consolidated financial statements.
This is a free translation from the original Romanian version.
6



ROMCARBON S.A.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

FOR THE PERIOD ENDED DECEMBER 31, 2015

December 31, December 31,
Note 2015 2014
thousand LE! thousand LEI

Non-current liabilities
Long-term borrowings 22 54,538 14,843
Finance lease liabilities 22 1,275 2,705
Deferred tax liabilities 10 11,143 11,042
Other non-current liabilities with provisions 8 33
Deferred income 26 43,107 12,084
Total non-current liabilities 110,070 40,707

Current liabilities

Trade and other liabilities 24 37,808 34,697
Shont-term borrowings 22 69,203 44,070
Finance leases 22 1,719 1,678
Deferred income 24 467
Other current liabilities 23 2,864 3,422
Total current liabilities 111,619 84,334
Total liabilities 221,689 125,041
Total equity and liabilities 372,800 270,215

The consolidated financial statements were approved by the Board of Administration and were authorized

for issuance on March 25, 2016.

PREPARED,
HUNG CHING LING, VIORICA ZAINESCU, RADU ANDREI,
ADMINISTRATOR CHIEF FINANCIAL OFFICER  CHIEF EXECUTIVE OFFICER

For signatures, please refer to the original Romanian version,

The accompanying notes are integral par of these consolidated financial statements.
This is a free translation from the criginal Romanian version.
7
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ROMCARBON S.A.

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2015

Year ended Year ended
December 31, December 31,
Note 2015 2014
thousand LEf thousand LEI
Cash flows from operating activities:
Gross profit for the year 8,843 12,407
Finance expenses recognized in profit 2,498 2,823
Gain / (Loss) on sale or disposal of fixed assets 59 (36)
Income from dividends - (5,080)
Loss on impairment of trade receivables 708 160
Loss on impairment of goodwill 834 -
Ameortization / Depreciation of non-current assets 8,578 8,749
Net gain / loss on foreign exchange 507 114
Gain / Loss on investment (640) (123)
Gain / Loss on revaluation of investment property 2,502 (163)
(Gain) / Loss from short term investments - (62)
Gain on share of profit of associates {3,980) (2,346)
Increase / Decrease in provisions (25) (12)
Increases in deferred income (1,387) (1,560)
Movements in working capital
(Increase) / Decrease in trade and other receivables (37,757) (1,809)
(Increase) / Decrease in inventories {4,538) (2,851)
(Increase) / Decrease in other assets (458) 406
Increase / (Decrease) in trade and other payables 2,884 3,247
Increase / {Decrease) in other payables 31,409 1,011
Cash generated by/used in operating activities 10,040 14,875
Interest paid {1,997) (2,407)
Income tax paid {621) (774)
Bank commissions paid {501) (416)
Net cash generated by operating activities 6,920 11,278
Cash flows from investing activities
Payments for property, plant and equipment {B85,376) (5,837)
Payments for intangible assets - -
Proceeds from disposal of property, plant and equipment - 43
Proceeds from subsidies 13,481 -
Proceeds from investments in assaociates 993 -
Acquisition of subsidiaries (1,129) -
Payments for investment property - (221)
Interest received 22 123
Dividends received - 9,704
Net cash used in investing activities {72,007) 3,812

This is a free translation from the original Romanian version.
10
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ROMCARBON S.A.

STATEMENT CF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2015

Year ended Year ended
December 31, December 31,
Note 2015 2014
thousand LE} thousand LEI
Cash flows from financing activities
Repayment of borrowings 64,828 {6,882)
Lease payments (1,430) (1,086)
Dividends paid for non-controlling interest {1,944) (869)
Net cash generated by financing activities 61,453 (8,837)
Net decrease / (increase) in cash and cash
equivalents (3,632) 6,253
Cash and cash equivalents at the beginning of the
year 20,646 14,393
Cash from subsidiaries acquired during the year - -
Cash and cash equivalents at the end of the year 17,014 20,646

The consolidated financial statements were approved by the Board of Administration and were authorized
for issuance on March 25, 2016.

PREPARED,
HUNG CHING LING, VIORICA ZAINESCU, RADU ANDREI,
ADMINISTRATOR CHIEF FINANCIAL OFFICER  CHIEF EXECUTIVE OFFICER

For signatures, please refer to the original Romanian version.

This is a free translation from the original Romanian version.
11
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ROMCARBON S.A,

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

GENERAL INFORMATION

ROMCARBON S.A. (the “Parent”) has its main office in Buz&u, Str. Transilvaniei, nr. 132 and is organised
as a joint-stock company with the following identification details: registered with the Registry of
Commerce under no. J10/83/1991, Fiscal Code RO1158050. As at December 31, 2015 the Parent's
shares were traded on the BSE and its main shareholders as at December 31, 2015 were Living Plastic
Industry S.R.L., Joyful River Limited Loc. Nicosia CYP, ROMANIAN INVESTMENT FUND (Romanian
Opportunities Corporation Loc. Road Town VIR), STICHTING BEWAARDER OVERLEVINGSFONDS.

The Parent's main field of activity is the manufacture of plastic packaging.

As at December 31, 2015 the Parent was holding directly or through other subsidiaries, participating
interest in the following entities, thus forming Romcarbon Group:

RC ENERGO INSTALL S.R.L. is a company established in 2005, where S.C. Romcarbon S.A. holds
100%. The company's main office is located in Buz&u, Str. Transilvaniei, nr. 132. The company was
established by outsourcing the maintenance and repair of water installations, sewage and substations;
the main object of activity is Plumbing, heat and air conditioning installation (NACE code 4322).

ROMCARBON DEUTSCHLAND GMBH is a company established in 2013, wholly owned by S.C.
Romcarbon S.A. The company’s main office is located in Bergisch Gladbach, Germany. The company’s
main object of activity is trade with plastic finished products, recycling of plastic materials and purchase of
plastic waste.

LIVINGJUMBO INDUSTRY S.A. is a company established in 2002, where S.C. Romcarbon S.A. has held
since 2011 99% of the shares and the remaining shares are held by natural persons. The company's
main office is located in Buzau, Str. Transilvaniei, nr. 132. The company’s main object of activity is
Manufacture of plastic packing goods (NACE code 2222).

INFO TECH SOLUTIONS S.R.L. is a company established in 2005, where S.C. Romcarbon S.A. holds
89.00% of the shares and the remaining shares are held by natural persons. The company's main office
is located in Buzéu, Str. Transilvaniei, nr. 132. The company was established by outsourcing the IT
services and its main object of activity is Data processing, hosting and related activities (NACE code
6311).

In June 2015, TOTAL COMMERCIAL MANAGEMENT SRL, whose object of activity was Agents involved
in the sale of a variety of goods (NACE code 46189) was de-registered from the Trade Registry.

In October 2015, POLYMASTER CHEMICALS S.A., whose object of activity was Manufacture of plastic
plates, sheets, tubes and profiles (NACE code 2221) was de-registered from the Trade Registry.

In November, TAIPEI CIMEO SRL, whose object of activity was other human health activities (NACE
code 8690) was de-registered from the Trade Registry.

In December 2015, the Group acquired NEXT ECO RECYCLING SA.

NEXT ECO RECYCLING SA is a company established in 2011, where S.C. Romcarbon S.A. holds
indirectly through LivingJumbo Industry SA 69.30% of the shares and the remaining shares are held by
Romanian legal persons. The company's main office is located in Buz&u, Str. Transilvaniei, nr. 132. The
main object of activity of the company is Other business support service activities n.e.c. (NACE code
8299). In December 2015, the Group acquired such company.

YENKI S.R.L. is a company established in 2007, where S.C. Romcarbon S.A, holds 25.00% of the shares
and the remaining shares are held by Romanian legal and natural persons. The company’s main office is
located at Soseaua Nordului, DN2, Buzdu. The company's main object of activity is Operation of sports
facilities {(NACE code 9311).

This is a free translation from the original Romanian version.
12
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ROMCARBON S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

GENERAL INFORMATION (continued)

GRINFILD UKRAINE is a company established in 2007, where SC Romcarbon SA indirectly holds,
through Recyplat LTD Cyprus, 62.62% of the shares and the remaining shares are held by foreign legal
persons. The company’'s main office is located in Ukraine, Odessa region, Krijianivka locality, Str.
Mikolayevska, Bl. 2. The company’s main object of activity is wholesale.

GRINRUH LLC UKRAINE is a company established in 2007, where SC Romcarbon SA indirectly holds
through Grinfild Ukraine, 62.62%. The company's main office is located in Ukraine, Odessa region,
Krijianivka locality, Str. Mikolayevska, Bl. 2. The company's main object of activity is construction and
wholesale.

“Greenlife” Ecological Association, established in accordance with GO no. 26/2000, is a non-
governmental, non-profit and non-political organization. The association's patrimony amounts to RON
1,200. The association’s purpose is to represent, promote and support the employer and professional
interests of its members in the relationship with public authorities and other legal and natural persons, to
consolidate their authority and social renown and to act towards modernizing the developing the field
regarding environmental protection according to the international rules and standards. Also, the
association sets itself to promote human solidarity, by organizing and supporting humanitarian actions.
The association was established by SC Greenfiber International SA, SC Greentech SA and SC
Romcarbon SA as founding members, each holding 33.33% of its patrimony.

RECYPLAT LTD Cyprus is a company established in 2011, wholly owned by SC Romcarbon SA. The
company's main office is located in Akropoleos, 59-61, 3™ floor, Nicosia, Cyprus. The company’s rmain
object of activity is the Conduct of activities and business of consultants, experts in all scientific fields,
financial, administrative or otherwise, in relation to the setting up, operation, development and
improvement of any business, industry, company, parinership or other organization.

ECO PACK MANAGEMENT SA is a company established in 2010, where SC Romcarbon SA directly
holds 25.3597 % and 74.6224%, indirectly, through LivingJumbo Industry SA. The remaining shares are
held by Romanian legal persons. The company's main office is located in Bucharest, sector 2, str. Barbu
Vacarescu (formerly, Fabrica de Glucoza 2-4), nr. 164A, etaj 3, within Building C3 ~ Office Building. The
company's main object of activity is - NACE code 8299 - Other business support service activities n.e.c.

GREENSORT RECYCLING SRL is a company established in 2012, where SC Romcarbon SA directly
holds 51.00% of the shares and the remaining shares are heid by Romanian legal and natural persons.
The company’s main office is located in Bucharest, Sector 1, Intrarea Dr. lacob Felix, nr. 59, bl. A1, Sc. A,
Ap. 30, Cam.1. The company’s main object of activity is — NACE code 3832 - Recovery of sorted
materials.

In April 2012, the Group lost control of Romgreen Universal LTD, Greenfiber International SA, Greentech
SA, Greenweee International SA and their subsidiaries.

As at the date of these statements, SC Romcarbon SA held indirectly, through RECYPLAT LTD Cyprus,
ROMGREEN UNIVERSAL LTD and GREENWEEE INTERNATIONAL SA 25,00% and through
GREENLAMP RECICLARE S.A. 25.00%. ROMGREEN UNIVERSAL LTD Cyprus is a company
established in 2011, where SC Romcarbon SA indirectly holds 25.00% of the shares through Recyplat
LTD Cyprus. The company’s main office is located in Akropoleos, 59-61, 3% floor, office 301, Nicosia,
Cyprus. The company's object of activity is the conduct of activities and business of consultants, experts
in all scientific fields, financial, administrative or otherwise, in relation to the setting up, operation,
development and improvement of any business, industry, company, partnership or other organization.

This is a free translation from the original Romanian version.
13



ROMCARBON S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

GENERAL INFORMATION (continued)

GREENFIBER INTERNATIONAL SA is a company established in 2004, where SC Romcarbon SA
indirectly holds, through RECYPLAT LTD Cyprus and Romgreen Universal LTD, 16.96% of the shares,
and the remaining shares are held by Romanian and foreign legal and natural persons. The company’s
main office is located in Buz&u, Aleea Industriilor, no. 17. The company's main object of activity is
Manufacture of man-made fibres (NACE code 2060).

GREENTECH DOO SERBI!A is a company established in 2005, where SC Romcarbon SA indirectly holds
15.26% of the shares through RECYPLAT LTD Cyprus and ROMGREEN UNIVERSAL LTD. The
company’s main office is located in Serbia, Backa Palanka, str. Zarka Zrenjanina nr. 152. The company's
main object of activity is the recycling of non-metallic waste and scraps.

GREENTECH RECYCLING DEUTSCHLAND GMBH is a company established in 2010, where SC
Romcarbon SA indirectly holds 16.96% of the shares through RECYPLAT LTD Cyprus and ROMGREEN
UNIVERSAL LTD. The company's main office is located in Bergisch Gladbach, Germany. The company's
main object of activity is trade with plastics and recycling of plastic waste.

GREENTECH DOO MACEDONIA is a company established in 2007, where SC Romcarbon SA indirectly
holds through RECYPLAT LTD Cyprus and ROMGREEN UNIVERSAL LTD 15.17% of the shares and
the remaining shares are held by foreign natural persons. The company's main office is located in
Macedonia, Skopje, bd. Romanija b.b Gazela, 1000. The company’s main object of activity is Recycling of
non-metallic waste and scraps.

GREENFIBRA HELLAS is a company established in 2008, where SC Romcarbon SA indirectly holds
through RECYPLAT LTD Cyprus and ROMGREEN UNIVERSAL LTD 10.17% of the shares and the
remaining shares are held by natural and legal persons. The company’'s main office is located in Greece,
Kilki unit, Kilki city, Kilki Industrial Area. The company’s main object of activity is Recycling of scraps and
non-metallic waste. In 2008, Greenfiber International SA decreased its participation in the company's
capital from 60% to 24%.

GREENTECH SA is a company established in 2002, where SC Romcarbon SA indirectly holds through
RECYPLAT LTD Cyprus and ROMGREEN UNIVERSAL LTD 17.56% of the shares and the remaining
shares are held by Romanian and foreign natural and legal persons. The company's main office is
located in Buzau, Aleea Industriilor, nr. 17. The company’s main object of activity is Recovery of sorted
materials (NACE code 3832).

GREENWEEE INTERNATIONAL SA is a company established in 2007 where SC Romcarbon SA
indirectly holds through RECYPLAT LTD Cyprus and ROMGREEN UNIVERSAL LTD 18.10% of the
shares and the remaining shares are held by foreign natural and legal persons. The company's main
office is located in Buzau, Comuna Tintesti, Str. Ferma Frasinu. The company's object of activity is
dismantling of wrecks for materials recovery (NACE code 3831),

GREENWEEE INTERNATIONAL HUNGARY KFT is a company established in 2011, where SC
Romcarbon SA indirectly holds 19.10% through RECYPLAT LTD Cyprus and ROMGREEN UNIVERSAL
LTD. The company’s main office is located in 1051 Budapest, Dorottya utca 9.2. em. 1. The company’s
object of activity is Management of used waste and treatment of other waste.

GREENLAMP RECICLARE S.A. is a company established in 2010, where SC Romcarbon SA indirectly
holds through RECYPLAT LTD Cyprus and ROMGREEN UNIVERSAL LTD 24.99%, and the remaining
shares are held by GREENWEEE INTERNATIONAL S.A. The company's main office is located in
Tintesti, Odaia Banului village, Frasinu farm, Greenweee warehouse, etaj 1, camera 1, Buzau county.
The company's main object of activity is - NACE code 3822 - Treatment and disposal of hazardous
waste,

This is a free translation from the original Romanian version.
14



ROMCARBON S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

GENERAL INFORMATION (continued)

TOTAL WASTE MANAGEMENT SRL is a company established in 2005, In 2012, it changed its object of
activity from Business and other management consultancy activities (NACE code 7022) to Collection of
non-hazardous waste (NACE code 3811). The company’'s main office is located in Buzau, Str. Aleea
Industriilor, nr. 17. As at the date of these financial statements, SC Romcarbon SA was indirectly holding
17.53% of the share capital through RECYPLAT LTD Cyprus, ROMGREEN UNIVERSAL LTD and
GREENTECH SA.

GREENGLASS RECYCLING SA is a company established in 2013, where SC Romcarbon SA indirectly
holds through RECYPLAT LTD Cyprus and ROMGREEN UNIVERSAL LTD 17.50% of the shares. The
remaining shares are held by natural and legal persons. The company's main office is located in Buzau,
Str. Aleea Industriilor, nr. 17, pav. Comercial, Et.1, Cam. 2. The company's main object of activity is
Recovery of sorted materials (NACE code 3832),

In October 2013, BIOPACK RECICLARE SRL was de-registered from the Trade Registry.

In November 2015, TOTAL ELECTRONIC WASTE MANAGEMENT SRL was de-registered from the
Trade Registry.

This is a free translation from the original Romanian version.
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ROMCARBON S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

MAIN ACCOUNTING POLICIES
Statement of compliance

The consolidated financial statements (hereinafter the “financial statements”) were prepared in
accordance with International Financial Reporting Standards as adopted by the European Union {IFRS).

Bases of preparation

The consolidated financial statements were prepared on a going concern basis, at historical cost,
adjusted to hyperinlation as at December 31, 2003 for fixed assets, share capital and reserves.

The financial statements are prepared based on the statutory accounts kept in accordance with
Romanian accounting principles, adjusted for compliance with IFRS.

The main accounting policies are described below.
Bases of consolidation

The consolidated financial statements include the financial statements of the Parent, of its subsidiaries
and joint ventures. Control is obtained when the Parent has the power to govern the financing and
operating policies of an entity to acquire benefits from the latter's activities.

The profit of the subsidiary acquired during the year is included in the consolidated income statement as
at the acquisition date.

Where required, the subsidiary's financial statements are corrected to adjust its accounting policies in
accordance with the policies used by the Parent.

All group transactions, balances, income and expenses are completely eliminated from the consolidation.

Non-controlling interests in net assets (excluding goodwill) of the subsidiary are disclosed separately from
the Group’s equity. Non-controlling interests consist in the sum of interests as at the date of the original
business combination (see below) and the non-controlling share in changes in equity starting from the
combination date. Losses corresponding to the minority, which exceed the non-controlling interest held in
the subsidiary’s equity are allocated as compared to the Group’s interests, except if the minority holds an
obligation and can make additional investments to cover losses.

Standards and Interpretations issued by IASB and adopted by the EU but not yet effective

At the date of authorization of these financial statements the following standards, amendments to the
existing standards and interpretations issued by IASB and adopted by the EU were in issue but not yet
effective:

* Amendments to IFRS 11 “Joint Arrangements” — Accounting for Acquisitions of Interests in Joint
Operations - adopted by the EU on 25 November 2015 (effective for annual periods beginning on or
after 1 January 2016),

* Amendments to IAS 1 “Presentation of Financial Statements" - Disclosure Initiative (effective for
annual periods beginning on or after 1 January 2016),

* Amendments to IAS 16 “Property, Plant and Equipment” and IAS 38 “Intangible Assets” -
Clarification of Acceptable Methods of Depreciation and Amortization - adopted by the EU on 2
December 2015 (effective for annual periods beginning on or after 1 January 2016},

* Amendments to IAS 16 “Property, Plant and Equipment” and IAS 41 “Agriculture” -
Agriculture; Bearer Plants - adopted by the EU on 23 November 2015 (effective for annual periods
beginning on or after 1 January 2016),

This is a free translation from the original Romanian version.
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ROMCARBON S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

MAIN ACCOUNTING PRINCIPLES (continued)

Standards and Interpretations issued by IASB and adopted by the EU but not yet effective
{continued)

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 beginning on or
after 1 January 2016),

Amendments to various standards “Improvements to IFRSs (cycle 2012-2014)" resulting from
the annual improvement project of IFRS (IFRS 5, IFRS 7, 1AS 19 and |AS 34) primarily with a view
to removing inconsistencies and clarifying wording (amendments are to be applied for annual
periods beginning on or after 1 January 2016),

Amendments to various standards “Improvements to IFRSs (cycle 2010-2012)” resulting from
the annual improvement project of IFRS (IFRS 2, IFRS 3, IFAS 8, IFRS 13, IAS 16, IAS 24 and IAS
38) primarily with a view to removing inconsistencies and clarifying wording (amendments are to be
applied for annual periods beginning on or after 1 February 2015},

Amendments to IAS 19 “Employee Benefits” - Defined Benefit Plans: Employee Contributions -
adopted by the EU on 17 December 2014 (effective for annual periods beginning on or after 1
February 2015).

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

At present, IFRS as adopted by the EU do not significantly differ from regulations adopted by the
International Accounting Standards Board (IASB) except from the following standards, amendments to
the existing standards and interpretations, which were not endorsed for use in EU as at the date of
publication of financial statements (the effective dates stated below is for IFRS in full):

IFRS 9 “Financial Instruments” (effective for annual periods beginning on or after 1 January
2018),

IFRS 14 “Regulatory Deferral Accounts” (effective for annual periods beginning on or after 1
January 20186),

IFRS 15 “Revenue from Contracts with Customers” (effective for annual periods beginning on or
after 1 January 2018),

Amendments to IFRS 10 “Consolidated Financial Statements” and IAS 28 “Investments in
Associates and Joint Ventures” - Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture (effective for annual periods beginning on or after 1 January 2016),

Amendments to IFRS 10 “Consolidated Financial Statements”, IFRS 12 “Disclosure of
Interests in Other Entities” and IAS 28 “Investments in Associates and Joint Ventures” -
Investment Entities: Applying the Consolidation Exception (effective for annual periods beginning on
or after 1 January 2016},

IFRS 16 Leasing (effective for annual periods beginning on or after 1 January 2019),
Amendments to IAS 16 “Property, Plant and Equipment” and IAS 38 “Intangible Assets” -
Clarification of Acceptable Methods of Depreciation and Amortization (effective for annual periods
beginning on or after 1 January 2016),

Amendments to IAS 16 “Property, Plant and Equipment” and IAS 41 “Agriculture” -
Agriculture: Bearer Plants (effective for annual periods beginning on or after 1 January 2016),

This is a free translation from the original Romanian version.
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ROMCARBON S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

MAIN ACCOUNTING PRINCIPLES (continued)
Standards and interpretations issued by IASB, but not yet adopted by the EU (continued)

» Amendments to IAS 7 “Statement of Cash Flows” - Disclosure (effective for annual periods
beginning on or after 1 January 2017),

+ Amendments to IAS 12 “Income Taxes” — recognition of deferred tax assets for unrealized losses
(effective for annual periods beginning on or after 1 January 2017).

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

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

According to the Group’s estimates, application of foreign exchange hedge accounting for the portfolio of
financial assets or liabilities pursuant to 1AS 39: “Financial Instruments: Recognition and Measurement”,
would not significantly affect the financial statements, if applied as at the balance sheet date.

Business combination

Acquisitions of subsidiaries and activities are accounted for using the acquisition method. The business
combination cost is measured as the sum of the fair value (on the exchange date) of assigned assets,
estimated or undertaken liabilities and capital instruments issued by the Group in exchange for the control
of the acquired company, plus any costs directly attributable to the business combination. The acquired
company's assets, liabilities and potential liabilities fulfilling the conditions to be recognized in accordance
with IFRS 3 Business Combination are recognized at fair value less sale costs on the acquisition date
except for assets held for sale (IFRS 5), recognized at the minimum value of net book value and fair value
reduced by the sale cost.

Goodwill from acquisitions is recognized as asset and is measured initially at cost. It represents the value
exceeding the acquisition cost of the Group's participating interests compared to the net fair value of
recognized assets, liabilities and potential liabilities. If, further to valuation, the Group’s interests in the net
fair value of identifiable assets, liabilities and potential liabilities of the acquired company exceed the cost
of the business combination, then the excess value is immediately recognized in the income statement.
According to International Financial Reporting Standards, goodwill is reviewed at the end of each
reporting petiod for any losses of value.

The interests of minority shareholders in the acquired company are initially measured as the minority
portion of the net fair value of recognized assets, liabilities and potential liabilities.

Interests in joint ventures

The Group reports its interests in jointly controlled entities by using the pro rata consolidation method.
The Group’s share of the assets, liabilities, income and expenses of jointly controlled entities is combined
with the equivalent elements in the consolidated financial statements, row by row.

If the Group carries out transactions with its jointly controlled entities, the unrealized profit and losses are
eliminated within the limit of the Group’s interests in the joint venture.

Goodwill

Goodwill arising from the acquisition of a subsidiary or a jointly controlled entity represents the value
exceeding the acquisition cost of the Group’s participating interests compared to the net fair value of the
assets, liabilities and potential liabilities of the subsidiary or jointly controlled entity, recognized on the
acquisition date. Goodwill is initially recognized as asset at cost and is subsequently measured at cost
less accumulated impairment losses.

This is a free translation from the original Romanian version.
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ROMCARBON S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

MAIN ACCOUNTING POLICIES (continued)
Goodwill (continued)

To test impairment, goodwill is allocated to each of the Group's cash generating unit that is expected to
generate benefits from the synergy of the combination. Cash generating units to which goodwill has been
allocated are tested for impairment on an annual basis or more often when there is indication that the unit
may be subject to impairment. If the recoverable amount of the cash generating unit is lower than the
unit's book value, then the impairment loss is allocated first to reduce the book value of any goodwill
allocated to the unit and then to other assets of the unit, percentage based depending on the book value
of each unit asset. Impairment losses recognized for goodwill are not carried forward to a subsequent
period.

Upon the sale of a subsidiary or jointly controlled entity, the attributable value of goodwill is included when
determining the profit or the loss upon sale.

Income recognition

Income is measured at the fair value of amounts received or receivable. Income is reduced by the value
of returns, commercial rebates and other similar costs.

Sale of goods
Income from sale of goods is recognized when the following conditions are met:

- The Group has transferred to the buyer all the significant risks and rewards of ownership of the
goods;

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

- The value of the income can be measured reliably.

Dividend and interest income

Income from dividends related to investments is recognized when the shareholders' right to receive them
is established.

Interest income is recognized on a timely basis, by reference to the outstanding capital and the actual
applicable interest rate, which is the exact discount rate of future cash received estimated throughout the
life of the financial asset, within the limit of the net book value of such asset.

Lease

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 leases.

Assets held under finance leases are initially recognized as assets of the Group at their fair value at the
inception of the lease or, if lower, at the present value of the minimum lease payments. The
corresponding liability to the lessor is included in the balance sheet as a finance lease obligation.

Lease payments are apportioned between finance charges and reduction of the lease obligation so as to
achieve a constant rate of interest on the remaining balance of the liability. Finance charges are charged
directly to profit or loss.

Operating lease payments are recognized as an expense on a straight-line basis over the lease term.
Contingent rentals arising under operating leases are recognized as an expense in the period in which
they are incurred.

This is a free translation from the original Romanian version.
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ROMCARBON S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

MAIN ACCOUNTING POLICIES (continued)
Foreign currency transactions
The Group operates in Romania and its functional currency is the Romanian leu.

When preparing the financial statements of individual entities and the Group, transactions in currencies
other than the functional currency (foreign currencies) are registered at the exchange rates prevailing at
the dates of the transactions. At each balance sheet date, monetary items denominated in foreign
currencies are translated at the rates prevailing at the balance sheet date.

Non-monetary items that are measured in terms of historical cost in a foreign currency are not translated.
Foreign exchange differences are recognized in the profit and loss as they arise.
Costs related to long-term borrowings

Costs related to long-term borrowings directly attributable to the acquisition, construction or production of
assets, which require a substantial amount of time to be used or for sale are added to the cost of such
assets, until such assets are ready to be used according to their purpose or for sale.

All the other borrowing costs are recognized in the income statement as incurred.

Government subsidies

Government subsidies are not recognized until there is reasonable assurance that the Group will comply
with the conditions of such subsidies and the subsidies are received.

Government subsidies whose main condition is that the Group acquire, build or otherwise obtain non-
current assets are recognized as deferred income in the balance sheet and are transferred to the income
statement systematically and rationally throughout the useful life of such assets.

Other Government subsidies are systematically recognized as income in the same period as the costs
they are intended to offset. Government subsidies received as compensation for expenses or losses
already recorded or intended to grant immediate financial support to the Group, without future related
costs, are recognized in the income statement when they become due.

Employee contributions

The Group makes payments to the State budget for social insurance, pension and unemployment
benefits at the rates provided by law and in force during the year, calculated based on gross salaries. The
cost of these contributions is charged to the income statement in the same period as the related salary
costs,

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

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as
reported in the income statement because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. The Group’s
liability for current tax is calculated using tax rates that have been enacted or substantively enacted at the
balance sheet date.

This is a free translation from the original Romanian version.
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ROMCARBON S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

MAIN ACCOUNTING POLICIES {continued)

Taxation (continued)
Provisions for taxes and levies

As at December 31, 2015 the Group's financial statements include revaluation reserves. Based on the
latest provisions of current legislation, such reserves may become taxable if their destination changed, by
using them to cover accounting losses or by the Group's winding up. The Group's management considers
that there is no intention to use such reserves to cover accounting losses. Nevertheless, if such reserves
are used to cover losses, the Group must register an income tax liability in connection with such reserves.

Deferred tax

Deferred tax is recognized on the difference between the carrying amounts of assets and liabilities in the
separate financial statements and the corresponding tax bases used in the computation of taxable profit,
and are accounted for using the balance sheet liability method. Deferred tax liabilities are generally
recognized for all taxable temporary differences, to the extent that it is probable that taxable profits will be
available against which those deductible temporary differences can be utilized. Such assets and liabilities
are not recognized if the temporary difference arises from goodwill or from the initial recognition (other
than from a business combination) of other assets and liabilities in a transaction that affects neither the
taxable profit nor the accounting profit.

Deferred tax liabilities are recognized for temporary taxable differences associated with investments in
subsidiaries and associates, and interests in joint ventures, except if the Group is able to control the
reversal of the temporary difference and it is probable that the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from temporary deductible differences associated with
such investments and interests are only recognized to the extent that it is probable that there will be
sufficient taxable profits against which to utilize the benefits of the temporary differences and they are
expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in
which the liability is settled or the asset realized, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the balance sheet date. The measurement of deferred tax liabilities
and assets reflects the tax consequences that would follow from the manner in which the Company
expects, at the reporting date, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set them off
similarly to current tax assets and liabilities and when they relate to income taxes levied by the same
taxation authority and the Company intends to settle its current tax assets and liabilities on a net basis.

Current and deferred tax for the period

Current and deferred taxes are recognized as expense or income in statement of comprehensive income,
except when they relate to items credited or debited directly to equity, in which case the tax is also
recognized directly in equity, or where they arise from the initial accounting for a business combination. In
the case of a business combination, the tax effect is considered when calculating goodwill or when
determining the excess of the acquirer's interests in the net fair value of the identifiable assets, liabilities
and contingent liabilities of the acquired company on cost.

This is a free translation from the original Romanian version.
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ROMCARBON S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

MAIN ACCOUNTING POLICIES {continued)
Property, plant and equipment

Land and buildings held to be used in the production or delivery of goods or services or for administrative
purposes are recorded in the balance sheet at historical value adjusted to the effect of hyperinflation as at
December 31, 2003, according to IAS 29 Financial Reporting in Hyperinflationary Economies less the
subsequently accumulated depreciation and other losses of value.

As of December 31, 2013 the Group companies conducted a valuation of land and buildings based on a
valuation report issued by a professional valuator, in order to determine the fair value thereof as at the
balance sheet date. The increases in the book values of tangible assets further to valuation were credited
to Revaluation reserves under Equity.

Gains and losses on the sale or disposal of an asset are determined as difference between income from
the asset sale and their net book value. Gains and losses are recognized in the Income Statement.

The buildings' depreciation is charged to the income statement.

Assets under construction for production, rental or administrative purposes, or for purposes not yet
determined, are carried at historical cost. Depreciation of these assets, on the same basis as other
tangible assets, commences when the assets are ready for their intended use.

Plant and equipment are recorded in the balance sheet at historical cost adjusted to the effect of
hyperinflation as at December 31, 2003, in accordance with IAS 29 Financial Reporting in
Hyperinflationary Economies less the subsequently accumulated depreciation and impairment losses.

Depreciation is registered so as to diminish the cost other than the cost of land and buildings under
construction, throughout their estimated useful life, on a straight line basis. The estimated useful lives,
residual values and depreciation method are reviewed at the end of each year, with the effect of any
changes in estimate accounted for on a prospective basis.

Assets held under finance leases are depreciated over their expected useful lives on the same basis as
owned assets or, where shorter, the term of the relevant lease.

Losses or gains from selling or disposing a tangible asset are computed as difference between sale
revenues and the net book value of the asset and are recognized in the income statement.

The following useful lives are used in the depreciation calculation:

Buildings 5 - 45 years
Plant and equipment 3~ 20 years
Other installations, office equipment 3 -30years
Vehicles in finance lease 5 -6 years

Investment property

Investment property are properties held to earn rentals and/or for future capital appreciation. They are
measured initially at cost, including transaction costs. Subsequent to initial recognition, investment
property is measured at fair value. Gains and losses arising from changes in the fair value of investiment
properties are included in the profit or loss in the period in which they arise.

This is a free translation {rom the original Romanian version.
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ROMCARBON S.A,

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

MAIN ACCOUNTING POLICIES (continued)

Intangible assets

Intangible assets acquired separately

Intangible assets acquired separately are carried at cost less accumulated amortization. Amortization is
calculated on a straight line basis throughout their useful life. The estimated useful life and method of
amortization are reviewed at the end of each reporting period, with the effect of any changes in estimate
accounted for on a prospective basis.

The calculation of amortization uses the following useful lives:
Licences 1-5 years
Impairment of tangible and intangible assets, goodwill exclusively

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible assets
to determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the Group estimates the recoverable amount of the asset in order to determine the
extent of the impairment loss. Where it is not possible to estimate the recoverable amount of an individual
asset, the Group estimates the recoverable amount of the cash-generating unit to which the asset
belongs. Where a reasonable and consistent basis of allocation cannot be identified, tangible assets are
allocated to the smallest group of cash-generating units for which a consistent and reasonable allocation
basis can be identified,

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for
impairment at least annually, and whenever there is an indication that the asset may be impaired.

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

If the recoverable amount of an asset (or cash-generating unit} is estimated to be less than its carrying
amount, the carrying amount of the asset (or the cash-generating unit) is reduced to its recoverable
amount. An impairment loss is recognized immediately in profit or loss, uniess 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 of the asset {or the cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that would have been determined had no
impairment loss been recognized for the asset (or the cash-generating unit) in prior years. A reversal of
an impairment loss is recognized immediately in profit or loss, 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 realizable value. Costs, including a portion
corresponding to indirect fixed and variable expenses are allocated o inventories held according to the
most suitable method to that class of inventory, most of them being measured using the weighted
average. The net realizable value represents the estimated selling price for inventories less all estimated
completion costs and costs necessary to make the sale.

This is a free translation from the original Romanian version.
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ROMCARBON S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

MAIN ACCOUNTING POLICIES (continued)
Provisions

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

The amount recognized as provision is the best estimate of the required amount to settle the obligation at
the balance sheet date, considering the risks and uncertainties refated to the obligation. If a provision is
measured using estimated cash flows to settle the current obligation, then the carrying value is the
current value of such cash flows.

Warranties

Provisions for warranties are recognized on the selling date of the products, according to the
managements’ best estimate regarding the expenditure required to settle the Group's obligation.

Financial assets and liabilities

The Group's financial assets include cash and cash equivalent, trade receivables and long-term
investments. Financial liabilities include finance lease liabilities, interest bearing bank loans, overdrafts,
trade liabilities and other liabilities. For each element, the accounting policies on recognition and
measurement are presented in this note. The management considers that the estimated fair values of
such instruments approximate their carrying values.

Borrowings are initially recognized at fair value less costs incurred with such operation. Subsequently,
they are registered at amortized cost. Any difference between the entry value and the repayment value is
recognized in the income statement over the borrowing term, using the effective interest method.

Financial liabilities are classified as liabilities or equity according to the substance of the contractual
arrangements. Interest, dividends, gains and losses related to a financial instrument classified as debt are
reported as expense or income. Distributions to equity holders are directly recorded to equity. Financial
instruments are offset when the Group has a legally enforceable right to offset and intends to settle either
on net basis, or to realize the asset and simultaneously write off the obligation.

The classification of investments depends on their nature and scope and is determined on the initial
recognition date.

Financial assets available for sale (AFS)

Shares held in an unlisted capital instruments are classified as AFS and are registered at fair value.
Gains and losses arising from changes in fair value are directly recognized in equity, in investment
revaluation reserves, except for impairment losses, interest calculated using the effective interest method
and gains and losses from the exchange rate of monetary assets, which are recognized directly in profit
and loss. If the investment is sold or it is found impaired, then the gain or loss previously cumulated
previous recognized in the investment revaluation reserve, is included in the profit and loss of the period.

Dividends from AFS capital instruments are recognized in profit and loss when the Group's right to
receive them is established.

This is a free translation from the original Romanian version.
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ROMCARBON S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

MAIN ACCOUNTING POLICIES (continued)

Impairment of financial assets

Financial assets, other than the ones recognized at fair value through the profit and loss account, are
measured for impairment on each balance sheet date.

Financial assets are impaired when there is objective evidence that one or more of the events occurring
after initial recognition have affected future cash flows related to the investment.

For shares available for sale, a significant or extended decline of the fair value of the security below its
cost is considered objective evidence of impairment.

Certain categories of financial assets, such as receivables, assets evaluated as individually non-impaired,
are subsequently evaluated for impairment collectively. Objective evidence for the impairment of a
portfolio of receivables may include the Group's past experience in collective payments, an increase of
delayed payments beyond the credit period, as well as visible changes of national and local economic
conditions correlated with payment incidents regarding receivables.

The carrying value of a financial asset is reduced by impairment loss, directly for all financial assets,
except for trade receivables, in which case the carrying value is reduced by using a provision account. If a
receivable is considered non-recoverable, it is eliminated and deducted from the provision. Subsequent
recoverable of amounts previously eliminated are credited in the provision account. Changes in the
carrying value of the provision account are recognized in the profit and loss account.

De-recognition of assets and liabilities

The Group derecognizes financial assets only when the contractual rights over cash flows related to the
assets expire; or when it transfers the financial asset and substantially all risks and rewards related to the
asset to another entity.

The Group derecognizes financial assets when and only when the Company's liabilities have been paid,
written off or expired.

Use of estimates

The preparation of the financial information requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities, and disclosure of contingent assets and liabilities
at the end of reporting date, and the reported amounts of revenue and expenses during the reporting
period. Actual results could vary from these estimates. The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to accounting estimates are recognized 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 affects both current and future periods.

This is a free translation from the original Romanian version,
27



ROMCARBON S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED

INCOME

DECEMBER 31, 2015

An analysis of the Group’s income for 2015 is presented below:

Year ended Year ended
December 31, December 31,
2015 2014
thousand LEi thousand LEI
Income from sale of finished products 146,447 135,523
Income from sale of commodities 40,883 33,753
Income from services delivered 6,212 5,692
Other income (income from sale of semi-finished goods
residual goods, other income) 19,950 19,962
Total 213,491 194,930
Year ended Year ended
Segment reporting December 31, December 31,
2015 2014
thousand LE| thousand LE]
Sales on domestic market (Romania) 146,306 132,115
Sales on foreign market (Europe) 67,073 62,764
Other (Israel, Taiwan) 112 51
Total 213,491 194,930
Segment income Segment profit
December 31, December 31, December 31, December 31,
2015 2014 2015 2014
thousand LE] thousand LEI thousand LEI thousand LEI
Plastics 146,335 132,591 27,804 22,477
Compound recycled
products 12,891 7,050 164 (360)
Other productive sectors 7,401 7,172 1,188 1,601
Other 46,864 48,117 469 3,022
Total from operations 213,491 194,930 29,625 26,710
Investment income - - 1,850 7,018
Other income - - 1,388 1,560
Administrative and salary
expenses - - {21,521) {22,198)
Finance expenses - - (2,499) {(2,823)
Profit before taxation - - 8,843 12,407

This is a free translation from the original Romanian version.
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ROMCARBON S_A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

INCOME (continued)
Year ended Year ended
Investment Income December 31, December 31,
2015 2014
thousand LE! thousand LE]
Rental income 1,828 1,815
Dividends from related parties - 5,080
Interest Income 22 113
Other income - 10
Total 1,850 7,018

“Plastics” segment include income obtained by the Group from selling polyethylene products (agriculture
foils and thermo-contractible foils, polyethylene bags of ditferent thicknesses and sizes, covers),
polypropylene products {polypropylene bags for the milling and bakery industry, the chemical industry,
sugar industry, etc. and big-bags), polystyrene products (expanded polystyrene trays - standard and
catering, expanded polystyrene boards for floor insulation), PVC tubes, etc.

“Compounds - Recycled products” segment includes income from sale of compounds and re-
granulated materials made of recycled polymers and plastics compounds made of virgin polymers used
by the processors of plastics products that manufacture items for various uses in the automotive industry,
the electrical and household industry, furniture, constructions, pipes, packaging, etc,

Other productive sectors include the following groups of products:

» “Materials for respiratory protection and activated coal” include respiratory protection
equipment used by the big chemical and petrochemical plants in the country as well as activated
coal applied in different actions of purification of methane in the biodegradation of household
waste, pit soil reclamation, retention of toxic gas from incinerators, etc.

> “Filters” include sales of oil, fuel and air filters for both motor vehicles and industrial use.

> “Processed PVC" includes products made of recycled materials used to produce traffic signs.

This is a free translation from the original Romanian version.
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ROMCARBON S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE PERIOD ENDED DECEMBER 31, 2015

RAW MATERIALS AND CONSUMABLES USED

Raw materials
Commodities sold
Energy expenses
Goods sold
Packaging cost

OTHER GAINS AND LOSSES

Income from the sale of fixed assets

Other income

FOREX gains

FOREX losses

Income / (Expenses) from changes in fair value of
investment property

Income / (Expenses) from assets disposed and capital
operations

Client allowances

Compensations, fines and penalties

Net income from provisions

QOther finance expenses

Other general expenses

Total

DEPRECIATION AND AMORTIZATION EXPENSE

Amortization/depreciation

of which:

Depreciation of property, plant and equipment
Amortization of intangible assets

EXPENSES WITH SALARIES AND SOCIAL LEVIES

Salaries
Social contributions
Meal tickets

Total

Year ended Year ended
December 31, December 31,
2015 2014
thousand LEI thousand LEI
62,599 87,846
6,828 6,222

7,203 7,201
63,989 29,862

315 269

140,933 131,340
Year ended Year ended
December 31, December 31,
2015 2014
thousand LEI thousand LE]

1 41

133 58

4,697 3,650

(6,125) (3,717)
(2,502) 163

303 (52)

(427) (273)

1,190 239

34 433

(87) 5

(834) {8)

(3,617) 534

Year ended Year ended
December 31, December 31,
2015 2014
thousand LE! thousand LEI
8,640 8,751

8,297 8,519

343 232

Year ended Year ended
December 31, December 31,
2015 2014
thousand LEI thousand LEI
32,006 27,673

7.811 7,800

1,868 1,132

41,685 36,605

This is a free translation from the original Homanian version.
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ROMCARBON S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE PERIOD ENDED DECEMBER 31, 2015

FINANCE COSTS

Total interest

of which:

Interest

Bank commissions and assimilated charges

Total

OTHER EXPENSES

Expenses with repairs

Expenses with rents

Expenses with insurance premiums

Research expenses

Other expenses with commissions

Protocol, advertising and publicity expenses
Transport

Expenses with travels

Expenses with postal charges and telecommunications
Expenses with third party services

Other taxes and levies

Losses on receivables and sundry debtors
Expenses with indernnifications, fines and penalties
Other expenses

Total

INCOME TAX

Income tax expenses
Income tax expenses comprise:
Current income tax expense

Deferred tax income expense

Total expense (income) with income tax

Year ended Year ended
December 31, December 31,
2015 2014
thousand LE/ thousand LEI!
1,997 2,407

1,997 2,407

503 416

2,500 2,823

Year ended Year ended
December 31, December 31,
2015 2014
thousand LE! thousand LEI
375 389

485 511

352 267

- 15

127 364

782 1,112

5,424 4,975

281 197

235 233

7,546 7,392

708 704

25 319

33 3

248 706

16,621 17,187
Year ended Year ended
December 31, December 31,
2015 2014
thousand LE} thousand LE!
170 745

101 472

271 1,217

The tax rate applied for the reconciliation above related to 2015 and 2014 is 16% and is due by all

Romanian legal persons.

This is a free translation from the original Romanian version.
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ROMCARBON S.A.

NOTES TO THE CONSOL!DATED FINANCIAL STATEMENTS

FOR THE PERIOD ENDED DECEMBER 31, 2015

INCOME TAX (continued)

The total expense of the year may be reconciled with the accounting profit as follows:

Profit before taxation

Tax calculated according to the 16% rate
Effect of non-taxable income
Sponsorship deductions

Exemption of reinvested profit

Tax loss from previous years

Eftect of deferred tax

Effect of non-deductible expenses

Expense with income tax recognized in income
statement

Components of deferred tax liabilities

Property, plant and equipment
Investment property
Inventories

Trade and other receivables
Other

Recognized deferred income tax liabilities

of which: deferred tax on revaluation reserves from

comprehensive income

Opening balance as at January 1

(Expense) / Income during the year
- movement from revaluation reserves
- recognized in income statement
- from acquisition of subsidiaries

Closing balance as at December 31

Year ended Year ended
December 31, December 31,
2015 2014
thousand LEI thousand LEI
8.842 12,407

1,415 1,985

(1,141) {1,865)

- (22)

(1,283) -

101 471

1,179 647

271 1,217

Year ended Year ended
December 31, December 31,
2015 2014
thousand LE! thousand LE}
9,919 9,417

1,519 1,920

(124) (124)

(171) (171)

11,143 11,042

Year ended Year ended
December 31, December 31,
2015 2014
thousand LE| thousand LE]
11,042 10,571

100 -

- 471

11,142 11,042

This is a free translation from the original Romanian version.
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