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TERAPLAST SA

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

31 December 2017

(all amounts are expressed in Romanian Lei ("“RON’), unless otherwise stated)

Note Financial year Financial year
31 December 31 December
2017 2016
RON RON
Revenues total, out of which: 4 422,270,070 398,788,273
Revenues from sale of finished products 378,858,930 343,206,719
Revenues from the sale of merchandise 42,165,328 53,865,273
Revenues from service rendering 1,245,812 1,716,281
Other operating income 5 3,764,366 676,687
Changes in inventories of finished goods and work in progress 11,026,505 3,980,227
Raw materials, consumables used and merchandise 6 (313,344,060) (267,832,911)
Employee benefit expenses 9 (40,348,001) (34,046,507)
Amortization and the adjustments for impairment of non-current assets, 8 (19,100,355) (15,637,545)
net
Adjustments for the impairment of current assets, net (1,481,591) (2.867,000)
Reversed provisions, net 8 2,614,451 39,912
Gains/{Losses) from the outflow/valuation of tangible and intangible 7 82,367 (38,020)
assets
Gains from the outflow/fair value measurement of investment properties 7 335 191,885
Other expenses 10 (41,256,634) (36,662,299)
Operating result 24,227,453 46,592,702
Financial expenses 5 (5,075,283) (5,040,394)
Expenses on interest, net 5 (2,560,186) (936,916)
Financial income 5 4,016,149 3,604,285
Dividend revenues 5 81,045 162,530
Financial result 5 (3,538,275) (2,210,495)
Share of the result of joint ventures
accounted for under the equity method 574,147 750,758
Profit before tax 21,263,325 45,132,970
Income tax expense 11 (2,693,989) (5,716,799)
Profit for the year 18,569,336 39,416,171
Profit or loss for the period
Attributable to
Parent entity equity holders 18,236,827 39,281,595
Non-controlling interests 332,509 134,576
Result for the financial year 18,569,336 39,416,171
Other comprehensive income
Revaluation of fixed assets - 3,263,882
Deferred tax impact - (763,663)
Comprehensive income for the year
Attributable to
Parent entity equity holders 18,236,827 41,781,814
Non-controlling interests 332,509 134,576
Total comprehensive income 18,569,336 41,916,390
Number of shares 699,701,558 472,970,474
Earnings per share attributable to the parent entity equity holders 0.03 0.08

The financial stalements were approved by the Board of Directors and authorized for issue on 5 April 2018.

Y\ [

Mirela Pop | \\‘J loana Birta
CEO \ CFO i
(L \’gd
= \!
A
Emst & Young Assuranca Services SRL
0 5. APR. 2018
Signed for identification |
Semnat peptru identificare

The accompanying notes from 1 to 34 are an integral part of these consolidated financial statements.
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TERAPLAST SA

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 December 2017

(all amounts are expressed in Romanian Lei (“RON’), unless otherwise stated)

ASSETS

Non-current assets
Property, plant and equipment
Investment properties
Intangible assets

Investments in joint ventures accounted for under the equity method

Other long-term financial investments
Other investments
Total non-current assets

Current assets

Inventories

Trade and similar receivables
Prepayments

Cash and short term deposits
Total current assets

Assets classified as held for sale
Total assets

Equity and liabilities

Equity

Total share capital, out of which:
Called-up capital

Other capital reserves

Share premium

Treasury shares

Revaluation reserves

Legal reserve

Retained earnings

Capital attributable to controlling interests

Non-controlling interests
Total equity

Non-current liabilities

Loans and finance lease liabilities
Employee benefit liabilities

Deferred tax liabilities

Investment subsidies ~ long-term portion
Total non-current liabilities

Current liabilities

Trade and other payables

Loans and finance lease liabilities
Income tax payable

Investment subsidies - current portion
Provisions

Total current liabilities

Total liabilities

liabilities

Total equity an

Note

19
19

19
19

21

22

25
23

32
24

31 December

31 December

2017 2016
RON RON
185,915,909 133,697,562
9,791,568 9,755,015
1,662,350 1,371,603
40,677,273 12,685,958
10,849,872 .
16,472 60,353
248,913,444 157,570,491
100,464,598 67,058,627
89,766,981 65,918,851
601,359 326,173
12,015,802 16,032,373
202,848,740 149,336,024
653,215 ;
452,415,399 _ 306,906,515
85,601,007 56,643,266
85,691,007 56,643,266

. 450,980
27,384,726 27,384,726
(663,396) "
19,652,115 21,741,823
13,939,022 12,407,036
78,250,693 97,961,117
224,254,257 216,588,948
489,480 334,698
224,743,737 216,923,646
74,968,047 10,504,823
320,836 351,936
3,207,463 3,527,868
2,470,745 2,928,558
80,967,093 17,313,185
86,184,973 53,041,025
58,778,393 15,919,114
307,943 189,284
457,814 463,441
975,446 3,056,820
146,704,569 72,669,684
227,671,662 89,982,869
452,415,399 306,906,515

The financial statements were approved by the Board of Directors and authorized for issued on 5 April

2018. .

) L ~ { L‘_’ 1 \ VTT:—
Mirela Pop \ loana Birta
CEO \ \J CFO

E‘hﬁ"ﬂungAssurﬁanﬂBSewms.RL
05. APR. 2018

Signed for identification
Samnat peptru identificare

The accompanying notes from 1 to 34 are an integral part of these consolidated financial statements.
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TERAPLAST SA
CONSOLIDATED CASH FLOW STATEMENT
for the financial year ended 31 December 2017

(all amounts are expressed in Romanian Lei (“RON”), unless otherwise stated)

Cash flows from operating activities:

Net profit before tax

Losses/profit from the sale of assets (fixed assets) and retirement
Impairment and amortization of non-current assets
Provisions for risks and expenses, net

Adjustments to doubtful customers

Adjustments for inventory impairment

Dividend revenues

(Gains)loss from the measurement of investment property
Interest expense

Gain from gaining control over an associate

Loss from foreign exchange differences

Operating profit before changes in working capital
Decrease / (increase) in trade and other receivables
(Increase)/decrease in inventories

(Decrease) / increase in trade and other payables
Income tax paid

Interest paid, net

Share of the profit or loss of the joint venture
accounted for under the equity method

Revenues from subsidies

Cash from operating activities

Cash flows from investment:

Payments for acquisition of tangible and intangible assets, other
long-term receivables

Acquirement of non-controlling interests (Depaco)

Acquisition of control over an associate

Receipts from the sale of tangible assets

Own share redemption

Losses related to own shares sale

Net cash from investment

Cash flows from financing activities:
Payment of finance lease liabilities
Dividends received

Dividends paid

Loans reimbursement

Loans drawings

Net drawings/(repayment) from credit lines
Net cash from finance activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning of the financial
year

Cash and cash equivalents at the end of the financial year

Year ended
31 December
2017
RON

21,263,325
(82,367)
19,100,355
(2,614,451)
412,313
1,069,278
(81,045)
(335)
2,560,186
(2,506,104)

39,121,156
(17.992,153)
(29,411,790)

26,472,743

(2,754,258)

(2,560,186)

(574,147)

(463,440)
11,837,924

(54,561,546)

(39,246,960)
(8,781,707)
485,130
(512,689)
61,727
(112,648,137)

(845,351)
81,045
(9,764,560)
(17,291,680)
90,286,417
34,327,772
96,793,636

(4,016,571)

16,032,373

12,015,802

Year ended
31 December
2016
RON

45,132,970
117,183
15,430,199
(60,174)
1,955,834
788,344
(191,885)
938,612

93,856
64,204,939
18,640,723

(14,490,743)
(16,840,516)
(7,237,236)
938,612
(750,759)

(448,703)
44,016,317

(13,290,630)

95,961
(13,194,669)

(1,497,853)

4,162,530
(6,892,037)
(1,947,931)

(19,292,530)
(25,467,821)

3,476,603

12,555,770

16,032,373

The financial staternents were approved by the Board of Administration and authorized for publishing on

23 March 2017.

N S

Mirela Pop \
CEO \ ‘

1 f:\-‘) \ \,“\_j‘"

loana Birta
CFO

ElewngAssgnw Senices SRL

05, APR. 2018

Signed for identification |

Semnat paptru identificare }

The accompanying notes from 1 to 34 are an integral part of these consolidated financial statements.
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TERAPLAST SA _

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

for the financial year as at 31 December 2017

(all amounts are expressed in Romanian Lel ("RON"), unless otherwise stated)

1. GENERAL INFORMATION
These are the consolidated financial statements of the Teraplast SA Group.

The TeraPlast Group includes TeraPlast (producer of pipes, granules and PVC profiles), the subsidiaries
TeraSteel Bistrita and TeraSteel Serbia (producer of sandwich panels and zincate metallic structures},
TeraGlass (producer of PVC windows and doors), TeraPlast Logistic (starting June 20186, it has been
coordinating the logistic activities of the Group), TeraPlast Hungary (distributor), Politub (on 31 December
2017, the Politub business was transferred to Teraplast SA, therefore becoming the Polyethylene Division),
and Depaco (producer of metallic tites), and the Depaco Company (producer of metallic tiles).

2017 was marked by several important events for the TeraPlast Group development.

These include the acquisition of the sandwich panel factory in Serbia. Bought in June 2017, the investment
amounted to RON 23 million.

Also in 2017, the Group concluded agreements for the acquirement of 67% of Depaco, the second player
on the metallic tile market, through the Wetterbest brand. TeraPlast gained control over Depaco in January
2018, after a favorable approval issued by the Competition Council. As at 31 December 2017, Depaco is
jointly controlled with the other shareholders; therefore, the company is consolidated under the equity
method. Depaco will be consolidated as'a subsidiary starting January 2018.

The acquisitions continued with the takeover of Politub, one of the most important players on the water and
gas pipes market, which became in full part of the TeraPlast portfolio starting last October. Starting
December 2017, Palitub transferred the business to TeraPlast as a whole, and became the Polyethylene
Pipe Division of TeraPlast.

Teraplast SA (*Company”) is a joint stock company established in 1992. The Company's head office is in
the ,Teraplast Industrial Park”, DN 15A (Reghin-Bistrita), km 45+500, Bistrita- Nasaud County, Romania.

Starting 2 July 2008 the company Teraplast is listed at the Bucharest Stock Exchange under the symbol
TRP.

Subsidiarfes, associates and acquisitions.,

Uniil September 2017, the Company held 50% of the shares of Politub SA ("Politub”), controlling Politub
jointly with the other shareholder, New Socotub. Therefore, until 30 September 2017, Politub was a joint
venture, consolidated under the equity method. In August 2017, the Company bought from New Socotub
49.09% of the Politub shares, for EUR 2.5 million. On 28 September 2017, the Company recéived the
Competition Council approval for the sole control over Politub; as a result, Politub is consolidated starting
1 October 2017. As at 31 December 2017, the Politub business was bought by the Company.

Politub SA’'s main activities include the preduction of pipes-from average and high density polyethylene for
water, gas transport and distribution networks, but atso for telecommunications, sewsrage systems or
irrgations.

In March 2007, the Company became the majority shareholder of Terasteeel SA (Terasteel). Terasteel
main activity is the production of heat insulating panels with polyurethane foam for the construction of
warehouses. Starting 31 December 2015, the percentage held by Teraplast SA in Terasteel SA is 87.95%.

The Parent holds another subsidiary, Teraglass Bistrita SRL, having as scope of business the production
and trading of windows and doors in PVC and aluminum, In March 2015, Teraplast SA transferred the
activity of production and trading of heat insulated glass, windows and doors in PVC and aluminum to
_Teraglass Bistrita SRL.

| :Starfﬁih:g-'éo"i 5, Teraplast SA is a shareholder of a legal entity registered in the Republic of Moldova,
Teraplast Group Moldova, with a sharehoiding 51%.
.In 2017, the Board of Directors approved the assignment of the Company shares in Teraplast (Group)

- Moldova:to the-other shareholdets of this company, at their nominal value MLD 2,754, EnsthYoutg Msg‘m Soreas SAL
The accompanying notes from 1 to 34 are an integral part of these consolidated financial statements. {0 5. APR, 2018

8 Signed for identification |

Semnat pantry idantificars :



TERAPLAST SA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

for the financial year as at 31 December 2017

{all amounts are expressed in Romanian Lel {("RON"), unless otherwise staled)

1. GENERAL INFORMATION (continued)

On 26 November 2015, the Board of Directors gapproved through a Decision, Teraplast $A’s participation
ag a shareholder in the setting of a limited-liability company in Romania; Teraplast Logistic SRL. Teraplast
SA’s participation in this company is 99%. Teraplast Logistic has undertaken the logistic activity of the
Group.

On 29 September 2016, by Decision of the Board of Directors, the participation of Teraplast as the sole
shareholder in the setting of a limited-liability company in Hungary was approved.

Teraplast Hungary distributes the Company products, mainly joinery profiles, on this market.

In January 2017, the Board of Directors approvéed the setting of a subsidiary (100% holding of Teraplast
SA) in Serbia. Unfil 30 June 2017, the Company called-up and paid in full share capital amounting to EUR
10,000.

Starting October 2017, following the acquisition of production assets from a company undergoing
liguidation, Terasteel Serbia produces and frades polyurethane foam sandwich panels in Serbia and on the
neighboring markets.

On 1 March 2017, Teraplast signed an agreement with the shareholders of Depaco SRL for the acquisition
of 50% of the shares. The transaction was finaiized after being approved by the Teraplast SA General
Shareholders Meeting and receiving the approval from the Romanian Competition Council,

Subsequently, Teraplast has contracted the acquisition of another 17% of the Depaco SRL shares, the
investment being disclosed in the Statement of Financial Position under Other long-term financial
investments. As at 31 December 2017, this shareholding was not recorded with the Trade Register;
therefore, Teraplast SA did not control Depaco.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. SIGNIFICANT ACCOUNTING POLICIES
2.1. Statement of compliance

The consolidated financial statements of the Group have been prepared in accordance with the provisions
of Order no. 2844/2016 approving the Accounting regulations compliant with the International Financial
Reporting Standards applicable to trading companies whose securities are admitted to trading on a
regulated market, as subsequently amended and clarified (“OMFP 28422/2016"). These provisions are
compliant with the provisions of the Infernational Financial Reporting Standards adopted by the European
Union ("EU IFRS”), except for the provisions of |IAS 21 The effects of changes in foreign exchange rates
concerning the functional currency.

For the purpose of preparing these financial statements according to the Romanian legal provisions, the
Company's functional currency Is considered to be the Romanian L.eu (RON)

The functional currency, which reflects the substance of the concerned events and relevant circumstances
for Teraplast SA, Plastsistem SA, Teraglass Bistrita SRL and Politub SA is the Romanian Leu (*RON"). The
functional currency for Teraplast Hungary is the Hungarian Forint (*HUF"), and for Terasteel Serbia is the
Serbian Dinar ("RSD").

Until 1 July 2004, Romania was considered a hyperinflationary economy according to the criteria of IAS 29
Financial Reporting in Hyperinflationary Economies. In-accordance with the provisions in IAS 29, the parent
has discontinued the application of 1AS 29 as of 1 January 2004,

These financial statements are presented in Romanian Lei (“RON") uniéss otherwise specifically stated.

Eonét & Youny Ass&%&mwﬁmsm

L ABn M
LY R L N AT

" The_acé_ompanying notes frori 1 to 34 are an integral part of these consolidated financiai statements,
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TERAPLAST SA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

for the financial year as at 31 December 2017

(all amounts are expressed in Romanian Lei ("RON"), unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.2. Basis of accounting

The financial staternents have been prepared on a geing concern basis, according to the historical cost
convention adjusted to the effects of hyperinflation untif 31 December 2003 for fixed assets, share capital
and reserves, except for certain items of fixed assets and investment property, as presented in the Notes.
The main accounting policies are presented below.

2.3, Going concern

These financial statements have been prepared under the going concern basis, which implies that the
Company will continue its activity also in the foreseeable future. In order fo assess the applicability of this
assumption, management analyzes the forecasts concerning future cash inflows.

As of 31 December 2017, the Group current assets exceed the current liabilities by RON 56,144,171 (as of
31 December 2016: RON 76,666,340). In 2017, the Group recorded profit RON 18,569,336 (2016: profit
RON 39,416,165).

As detailed in Note 28, the Group gearing ratio is 35% {31 December 2018: 2%). The Group depends on
financing banks, as also described in Note 23.

The budget prepared by the Company management and approved by the Board of Administration for 2018
indicates positive cash flows from operating activities, an increase in sales and profitability which
contributes directly to improving liquidity and allows the Company to fulfill its contractual clauses with the
financing banks. Company management believes that the support from banks is sufficient for the Company
to continue its activity in the ordinary course of business, as a going concern.

Based on these analyses, management believes that the Company will be able to continue its activity in
the foreseeable future and, consequently, the application of the going concern principle in the preparation
of the financial statements is justified.

Basis for consolidation

The financial statements comprise the financial statement of the Parent and of its subsidiaries as at 31
December 2017. Control is achieved when the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its power over the investee.
Specifically, the Group controls an investee if, and only if, the Group has:

s Power over the investee (i.e., existing rights that give it the current ability to direct the relevant

activities of the investee)
o Exposure, or rights, to variabie returns from its involvement with the investee
s The ability to use its power over the investee to affect its returns

Generally, there is a presumption that a majority of voting rights result in control. To support this
presumption and when the Group has less than a majority of the voting or similar rights of an investee, the
Group considers ail relevant facts and circumstances in assessing whether it has power over an investee,
including:

e The contractual arrangement with the other vote holders of the investee

¢ Rights arising from other contractual arrangements

¢ The Group's voting rights and potential voting rights

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there
are changes to one or more of the three elements of control. Consolidation of a subsidiary begins when the
Group obtains control over the subsidiary and ceases when the Group loses control of the subsidiary.
Assets, liabilities, income:and expenses of a subsidiary acquired or disposed of during the financial year

- .are included in the consolidated financial statements from the date the Group gains control unti 2
+: the-Group ceases to control the subsidiary. Emst & YoungAssanon Seniees SRL
U5 AR 08 |

" The accompanying notes from 1 to 34 are an Integral part of these consolidated financial statements.
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TERAPLAST SA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

for the financial year as at 31 December 2017

{all amounts are expressed in Romanian Lei ("RON"), unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Profit or loss and each component of other comprehensive income are attributed to the equity holders of
the parent and to the non-contralling interests, even if this results in the non-controlling interests having a
deficit balance. When necessary, adjustments are made fo the financial statements of subsidiaries to bring
their accounting policies into line with the Group's accounting policies. All intra-group assets and [iabiities,
equity, income, expenses and cash flows relating to fransactions beiween members of the Group are
eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity
transaction.

If the Group loses control over a subsidiary, it derecognizes the related assets (including goodwill),
fiabilities, non-controlling interest and other components of equity while any resultant gain or loss is
recognized in profit or loss. Any investment rétained is recognized at fair value.

2.4. Standards, amendments and new interpretations of the standards
A) First time adoption of new or revised standards

The accounting policies adopted are consistent with those of the previous financial year except for the
following amended IFRSs which have been adopted by the Company as of 1 January 2017:

= IAS 12: Recognition of Deferred Tax Assets for Unrealized Losses (Amendments)
The objective of the Amendrnents is o clarify the requirements of deferred tax assets for unrealized
losses in order fo address diversity in practice in the application of 1AS 12 Income Taxes. The specific
issues where diversity in practice existed relate to the existence of a deductible temporary difference
upon a decrease in fair value, to recovering an asset for more than its carrying amount, to probable
future taxable profit and fo combined versus separate assessment. The amendments have not been
applicabte for the Group.

» |AS 7: Disclosure Initiative (Amendments)
The objective of the Amendmenits is to provide disclosures that enable users of financial statements to
evaluate changes in liabilities arising from financing activities, including both changes arising from cash
flows and non-cash changes. The Amendments specify that one way to fulfil the disclosure requirement
is by providing a tabular reconciliation between the opening and closing balances in the statement of
financial position for liabilities arising from financing activities, including changes from financing cash
flows, changes arising from obtaining or losing control of subsidiaries or other businesses, the effect of
changes in foreign exchange rates, changes in fair values and ather changes. The amendments have
not been applicable for the Group, the information requested by IAS 7 being already disclosed by the
Group.

o The IASB has issued the Annual Improvements to IFRSs 2014 - 2016 Cycle, which is a collection
of amendments to IFRSs. The following annual improvement has not yet been endorsed by the EU. This
improvement has not had an effect on the Company's financial statements.

# IFRS 12 Disclosure of Interests in Other Entities: The amendments clarify that the disclosure
requirements in IFRS 12, other than those of summarized financial information for subsidiaries,
joint ventures and associates, apply to an entity's interest in a subsidiary, a joint veniure or an
associate that is classified as held for sale, as held for distribution, or as discontinued operations
in accordance with IFRS 5.

B) New or revised standards, but not yet mandatory

The Group has not early adopted new or revised standards and interpretations that were issued by the
IASB without being yet effective. In some cases, they have not yet been endorsed by the EU.

e |IFRS 9 Financial Instruments
.- The standard is effective for annual periods beginning on or after 1 January 2018, with egrly
- --application permitied. The final version of IFRS 9 Financial Instruments reflects all phase hﬂf&mﬁmgm&ms&n

{-5-APR-2018 |
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TERAPLAST SA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

for the financial year as at 31 December 2017

(all amounts are expressed in Romanian Lel ("RON’), unless otherwise slated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

financial iristruments project and replaces IAS 39 Financial Instruments: Recognition and
Measurement and all previous versions of IFRS 8. The standard introduces new requirements for
classification and measurement, impairment, and hedge accounting.

The Group intends to apply the new standards on the effective application date and will not restate
the comparatives. In 2017, the Group performed an analysis of the impact of applying IFRS 9.

The analysis is based on the information available to date and may be impacted by changes as a
result of additional reasonable information that will be available to the Group in 2018, when the
standard in adopted. In general, the Group does not expect a significant impact on the financial
statetments, except for the impairment requirements provided by IFRS 8. The Company expects an
increase of the provision, having an impact on the result, as detailed below.

a) Classification and measurement

The Group does not expect a significant impact on the Statement of Financial Position following the
application of the classification and measurements as per IFRS 8.

The loans and trade receivables are held for the purpose of collecting contractual cash flows and are
expected to generate cash flows exclusively representing payments for the principal and interest.
The Group has analyzed the features of these cash inflows and concluded they conform to IFRSs,
therefore, their reclassification is not necessary.

b} Impairment

IFRS 9 requires the Group to record expected value impairment on all loans and trade receivables
either for 12 months or for their entire lifetime. The Group has chosen to apply the simplified version
and record the expected losses on all trade receivables over their entire lifetime. The Group has
determined that the trade receivables impairment may increase by RON 600-650 thousand.

s |FRS 15 Revenue from Contracts with Customers
The Clarifications apply for annuat periods beginning on or after 1 January 2018 with earlier
application permitted. The objective of the Clarifications is to clarify the IASB's intentions when
developing the requirements in IFRS 15 Revenue from Contracts with Customers, particularly the
accounting of identifying performance obligations amending the wording of the "separately
identifiable” principte, of principal versus agent considerations including the assessment of whether
an entity is a principal or an agent as well as applications of control principle and of licensing
providing additional guidance for accounting of intellectual property and royalties. The Clarifications
also provide additional practicai expedients for entities that either apply IFRS 15 fully retrospectively
ar that elect to apply the modified retrospective approach.
The Group intends to apply the new standards on the effective application date, using the modified
retrospective approach. In 2017, the Group performed a preliminary analysis of the impact of IFRS 15
and has not identified a significant impact affecting the financial statements,
The Group has analyzed the main types of revenues by applying the five-step model under IFRS 15:
1. Identification of the client agreement(s)
2. ldentification of the agresment execution obligations
3. Determination of the transaction price
4. Allocation of the transaction price fo the agreement execution obligations
5. Recognition of the revenue when (or as) the Group fulfils an execution obligation
Based on the analysis of the main types of agreements contraciual terms, the Group has concluded
that IFRS 15 would not have a significant impact as compared fo the current revenues recognition
methad.

o |FRS 16: Leases _
The standard is effective for annual periods beginning on or after 1 January 2019. IFRS 16 sets out
the principies for the recognition, measurement, presentation and disclosure of leases for both parties
to a contract, i.e. the customer (‘lessee”) and the supplier ("lessor”}. The new standard requires
lessees to recognize most leases on their financial statements. Lessees will have a single accounting
model! for all leases, with certain exemptions. Lessor accounting is substantially unchanged. The
Group is currently assessing the impact of this amendment on the Group financial position or

performance. =
. Emst& Yoon Assuranee Senitas SR
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TERAPLAST SA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

for the financial year as at 31 December 2017

{all amounts are expressed in Romanian Lel ("“RON”}), unless otherwise stated)

2, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C) Standards issued but not yet effective and not early adopted

“adopting the‘ge_ amendments on these financial statements o be significant.

Amendment in IFRS 10 Consolidated Financial Statements and IAS 28 Investments in
Associates and Joint Ventures: Sale or Contribution of Assets between an Investorand |ts
Associate or Joint Venture

The amendmenis address an acknowledged inconsistency between the requirements in IFRS 10 and
those in IAS 28, in dealing with the sale or contribution of assets between an investor and its associate
or joint venture. The main consequence of the amendments is that a full gain or loss is recognized when
a transaction involves a business (whether it is housed in a subsidiary or not). A partial gain or loss'is
recognized when a transactian involves assets that do not constitute a business, even if these assets
are housed in a subsidiary, In December 2015 the IASB postponed the effective date of this amendment
indefinitely pending the outcome of its research project on the equity method of accounting. The
amendments have not yet been endorsed by the EU. The Group is currently assessing the impact of
this amendment on the financial statements.

IFRS 2: Classification and Measurement of Share based Payment Transactions (Amendments)
The Amendments are effective for annual periods beginning on or after 1 January 2018 with earlier
application permitted. The Amendments provide requirements on the accounting for the effects of
vesting and non-vesting conditions on the measurement of cash-settled share-based payments, for
share-based payment transactions with a net settlement feature for withholding tax obligations and for
modifications to the terms and conditions of a share-based payment that changes the classification of
the transaction from cash-settled to equity-settled. These Amendments have not yet been endorsed by
the EU. Management has assessed that the application of these amendments will not have ahy impact
on the financial statements of the Group, because the share-based paymenits is exclusively conditioned
on the performance prior to the share disiribution; the distribution is not revocable.

1AS 40: Transfers to Investment Property (Amendments)

The Amendments are effective for annual periods beginning on or after 1 January 2018 with earlier
application permitted. The Amendmenis clarify when an entity should transfer property, including
property under construction or development into, or out of investment property. The Amendments state
that a change in use occurs when the property meels, or ceases to meet, the definition of investment

property and there is evidence of the change in use. A mere change in management’s intentions for the

use of a property does not provide evidence of a change in use. These Amendments have not yet been
endorsed by the EU. The Group does not expect the impact of adopting these amendments on these
financial statements 1o be significant.

IFRS 9: Prepayment features with negative compensation (Amendment)

The Amendment is effective for annual reporting periods beginning on or after 1 January 2019 with
earlier application permitted. The Amendment allows financial assets with prepayment features that
permit or require a party to a contract either to pay or receive reasonable compensation for the early
termination of the contract (so that, from the perspective of the holder of the asset there may be "negative
compensation”}, to be measured at amortized cost or at fair value through other comprehensive income.
These Amendments have not yet been endorsed by the EU. The Group does not expect the impact of
adopting these amendments on these financiat statements to be significant.

IAS 28: Long-term Interests in Associates and Joint Ventures {Amendments}

The Amendments are effective for annual reporting periods beginning on or after 1 January 2019 with earlier
application permitted. The Amendments relate to whether the measurement, in particular impairment
requirements, of long term interests in associates and joint ventures that, in substance, form part of the ‘net
investment’ in the associate or joint venture should be governed by IFRS 9, IAS 28 or a combination of both,
The Amendments clarify that.an entity applies IFRS 9 Financial Instruments, before it applies 1AS 28, to such
leng-term interests for which the equity method is not applied. In applying IFRS 9, the entity does not take
account of any adjustments to the carrying amount of long- term interests that arise from applying 1AS 28.
These Amendments have not yet been endorsed by the EU. The Group does not expect the impact of

Emﬁ&?nvnqhsﬁm Sanviees SAL
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TERAPLAST SA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

for the financial year as at 31 December 2017

(all amounts are expressed in Romanian Lel (*RON’), unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

s [FRIC INTERPRETATION 22: Foreign Currency Transactions and Advance Consideration

The Interpretation is effective for annual periods beginning on or after 1 January 2018 with earlier
application permitted. The Interpretation clarifies the accounting for transactions that include the receipt
or payment of advance consideration in a foreign currency. The Interpretation covers. foreign currency
transactions when an entity recognizes a non-monetary asset or a non-monetary liability arising from
the payment or receipt of advance consideration before the entity recognizes the related asset, expense
or income. The Interpretation states that the date of the transaction, for the purpose of determining the
exchange rate, is the date of initial recognition of the non-monetary prepayment asset or deferred
income liability. If there are multipte payments or receipts in advance, then the entity must determine a
date of the transactions for each payment or receipt of advance consideration. This Interpretation has
not yet been endorsed by the EU. The Group does not expect the impact of adopting these amendments
on these financial statements to be significant.

e« The IASBE has issued the Annual Improvements to IFRSs 2014 — 2016 Cycle, which is a collection
of amendments to IFRSs. The amendmenis are effeciive for annual periods heginning on or after 1
January 2018 for IFRS 1 First-time Adoption of International Financial Reporting Standards and for IAS
28 Investments in Associates and Joint Ventures. Earlier application is permitted for IAS 28 Investmenis
in Associates and Joint Ventures. These annual improvements have not yet been endorsed by the EU.
Management has assessed that this standard will not have any impact on the financial statements of
the Group.

» IFRS 1 First-time Adoption of International Financial Reporfing Standards: This improvement
deletes the short-term exemptions regarding disclosures about financial instruments, employee
benefits and investment entities, applicable for first time adopters.

¥ [AS 28 Investments in Associates and Joint Ventures: The amendments clarify that the election
to measure at fair value through profit or [oss an investment in an assaciate or a joint venture that
is held by an entity that is venture capital organization, ar other qualifying entity, is available for
each investment in an associate or joint venture on an investment-by-investment basis, upon initial
recognition.

The Group -does not expect the impact of adopting these amendments on these financial statements to
be significant.

o IFRIC INTERPETATION 23: Uncertainty over Income Tax Treatments

The Interpretation is effective for annual periods beginning on or after 1 January 2019 with earlier
application permitted. The Interpretation addresses the accounting for income taxes when tax
treatments involve uncertainty that affects the application of IAS 12. The Interpretation provides
guidance on considering uncertain tax treatments separately or together, examination by tax authorities,
the appropriate methiod to reflect uncertainty and accounting for changes in facts and circumstances,
This Interpretation has not yet been endorsed by the EU. The Group does not expect the impact of
adapting these amendments on these financial statements to be significant.

.Emst&‘{wng Assuﬁi“a;aw Servicas SRL
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TERAPLAST SA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

for the financial year as at 31 December 2017

{(all amounts are expressed in Romanian Lei {("RON"), unless otherwise sfated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The IASB has issued the Annual Improvements to IFRSs 2015 — 2017 Cycle, which is a collection of
amendments to IFRSs. The amendments are effective for annuat periods beginning on or after 1 January
2019 with earlier application permitted. These annual improvements have not yet beer endorsed by the
EU. Management has assessed that this standard will not have any impact on the financial statements of
the Group.
¥ IFRS 3 Business Combinations and IFRS 11 Joint Arrangements: The amendments to IFRS 3
clarify that when an entity obtains control of a business that is a joint operation, it re-measures
previpusly held interests in that business. The amendments to IFRS 11 clarify that when an entity
obtains joint control of a business that is a joint operation, the entity does not re-measure previously
held interests in that business.
¥ IAS 12 Income Taxes: The amendments clarify that the income tax consequences of paymenis
on financial instruments classified as equity should be recognized according to where the past
transactions or evenis that generated distributable profits has been recognized.
IAS 23 Borrowing Costs: The amendments clarify paragraph 14 of the standard thaf, when a
qualifying asset is ready for its intended use or sale, and some of the specific borrowing related to
that qualifying asset remains outstanding at that point, that borrowing is to be included in the funds
that an entity borrows generally.

v

The Group is currently assessing the impact of adopting these annual improvements on the financial statements
and does not expect it to be significant.

2.5. Summary of accounting and valuation principles

The accounting policies adopted are consistent with those of the previous financial year.

2.5.1. Cash and cash equivalents

Cash and cash equivalents include liquid assets and other equivalent values, comprising cash at bank,
petty cash and short term deposits with maturities of up to 3 months,

2.5.2. Revenue recognition

Revenue is measured at the fair value of the consideration received or to be received, net of VAT,
Revenue is decreased with the value of returns, trade discounts and of other similar costs.

Sale of goods

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

+ The Group has substantially transferred to the buyer all risks and benefits related to the property right
over the goods;

= The Group does not have any managerial involvement usualiy associated to the property right, nor
actual conirol over the sold goods;

»  The amount of revenues can be reliably measured;

« [tis tikely for the economic benefits associated to the fransactions to inflow to the entity and the costs
registered or to be registered concerning the transaction canh be measured reliably;

Revenues from the sale of services and other revenues

Revenues related to the rendering services are recognized as the services are provided.

‘Royalties -are recognized according to the accrual basis of accounting, depending on the nmnnmﬁi;
substanice of the related contracts. Emet & Young Avsirance Sendces SRL
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