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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of,
TTS (Transport Trade Services) S.A.

Opinion

1. We have audited the consolidated financial statements of TTS (Transport Trade Services) SA (the
Company), which comprise the consolidated statement of financial position as at December 31,
2017, and the consolidated statement of profit and loss and other comprehensive income, statement
of changes in equity and statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies.

2. In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of the Company as at December 31, 2017, and its financial
performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards as adopted by the European Union.

Basis for Opinion

3. We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the “Auditor’'s Responsibilities for the
Audit of the Financial Statements” section of our report. We are independent of the Company in
accordance with the ethical requirements that are relevant to our audit of the financial statements in
Romania, and we have fulfilled our other ethical responsibilities in accordance with these

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

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

4. Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with International Financial Reporting Standards as adopted by the
European Union and for such internal control as management determines is necessary to enable the

preparation of financial statements that are free from material misstatement, whether due to fraud
or error.

5. In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the
Company or to cease operations, or has no realistic alternative but to do so.

6. Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

1
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Deloitte.

Auditor’s Responsibilities for the Audit of the Financial Statements

7.

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

o Obtain an understanding of internal control relevant to the audit 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 Company's internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

. Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Company to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Nodowthe Aedll SR

Deloitte Audit S.R.L.
Bucharest, Romania
April 24, 2018



TTS (Transport Trade Services) S.A.
CONSOLIDATED STATEMENT OF PROFIT & LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2017
(all amounts are expressed in RON, unless specified otherwise)

Year ended Year ended
December 31, December 31,
2017 2016
Revenue 4 468,471,975 405,685,476
Raw materials and consumables (77,223,202) (66,011,183)
Merchandise sold (22,683,179) (19,530,587)
Depreciation and amortization (59,608,506) (58,334,399)
Subcontractors expenses 8 (162,277,389) (135,022,649)
Payroll expenses (86,368,255) (73,007,238)
Other expenses 5 (35,629,757) (31,475,779)
Other gain and losses 7 (4,227,793) (1,892,537)
Total operating result 20,453,893 20,411,104
Investment expenses 6 366,439 4,827,736
Net of finance cost/income 9 (2,320,485) (2,057,189)
Profit of the year from continuing operations 18.499.847 23,181,651
Income tax expenses 10 (3,980,521) (4,911,415)
Profit ofthe year attributable to: 14,519,326 18,270,236
Attributable to:
Owners of the Company 14,098,776 15,117,074
Non-controlling interests 420,550 3,153,160
Total comprehensive income for the year
attributable to:
Owners of the Company 14,098,776 15,117,074
Non-controlling interest 420,550 3,153,160

These consolidated financial sta_temehfs have been approved by the Board of Directors and authorized to

be issued on April 1 018 .
% o~ "-:’-.'.‘E r 7
I‘.‘ -. K ) 'lr_, el :,.‘;; W_————

Mihailescu Alexandru ercea, ¢ Stefanut‘Petru,
President of the Board of D|rect0rs CFO

Notes attached are an integrant part of these consolidated financial statements.
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TTS (Transport Trade Services) S.A.
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2017
(all amounts are expressed in RON, unless specified otherwise)

ASSETS

Non-current assets
Property, plant and equipment
Goodwill

Intangible assets

Investments in associates
Other long term assets

Total non-current assets

Current assets
Inventories

Trade and other receivables
Loans granted to associates
Other current assets

Cash and cash equivalents

Total current assets
Total assets

EQUITY AND LIABILITIES

Equity and reserves
Share capital

Share premiums
Reserves

Retained earnings

Equity attributable to equity holders of the
parent

Non-controlling interest

Non-current liabilities
Interest-bearing loans and overdraft
Deferred tax liabilities

Long term leasing

Other long term liabilities

Total non-current liabilities

Year ended Year ended

December 31, December 31,

Note 2017 2016
12 579,938,168 536,048,620
13 2,943,521 2,943,521
14 4,641,845 4,930,858
15 27,096,967 27,155,577
16 6,565,116 2,066,984
621,185,618 573,145,560

17 21,555,623 23,751,224
18 59,311,939 47,461,664
19 18,861,974 17,724,704
28 50,672,186 55,746,682
150,401,722 144,684,274
771,587,340 717,829,834

20 33,072,751 35,072,441
20 46,417,946 46,417,946
21 219,347,355 155,530,829
208,145,148 245,944,482
506,983,199 482,965,698

22 96,419,550 95,980,547
23 46,800,862 30,039,845
10 8,474,812 (19,352)
23 7,781,689 9,541,397
23 1,154,377 913,974
64,211,739 40,475,864

Notes attached are an integrant part of these consolidated financial statements.
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TTS (Transport Trade Services) S.A.
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

(all amounts are expressed in RON, unless specified otherwise)

AS AT DECEMBER 31, 2017

Current liabilities

Trade and other payables

Current portion of the leasing

Interest bearing loans and borrowings
Provisions for risks and charges

Other current liabilities

Total current liabilities
Total liabilities

Total equity and liabilities

Year ended Year ended

December 31, December 31,

Note 2017 2016
24 39,921,554 42,151,828
3,295,059 3,956,323

23 34,067,806 29,402,522
25 3,397,806 3,822,175
26 23,290,627 19,074,878
103,972,852 98,407,726
168,184,591 138,883,590
771,587,341 717,829,835

These consolidated financial statements have been approved by the Board of Directors and authorized to

be issued on April 19,{2018.

i

Mihailescu Alexandru Mircea,

President of the Board of Directorsy,.

Sy, nit
'S ol /%
Dy
i I

4 CFO

Stefanut Pétru,

Notes attached are an integrant part of these consolidated financial statements.
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TTS (Transport Trade Services) S.A.
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2017

(all amounts are expressed in RON, unless otherwise specified)

Cash flows from operating activities

Profit before taxation

Adjustments for non-cash items:

Depreciation, amortization and impairment

Net interest expenses

(Gain)/ Loss from disposals of fixed assets

Net increase in provision for current assets

Net increase / (Decrease) in provision for risks and charges
Net increase / (Decrease) from assets held for sale
Net increase in investments

Income from fixed assets received free of charge
Net increase in provision for for fixed assets
Deferred tax income / (expense)

IFRS transition of non-monetary items

Exchange rates differences

Operating profit before working capital changes

Changes in operating assets and liabilities:
Increase in trade and other receivables

Decrease / (Increase) in inventories

Increase / (Decrease) in trade and other payables

Cash generated from operations

Interests paid
Income tax paid

Net cash flow generated from operations

Investing activities:

Purchases of tangible and intangible assets
Paymentsfor investments

Income from sale of fixed assets

Loans reimbursed / (granted) from / to associates
Encashments from sale of investments
Encashments from sale of investments held for sale
Interest received

Cash flow used in investing activities

Year ended
December 31,

Year ended
December 31,

2017 2016
RON RON
18,499,847 23,181,649
59,608,507 58,334,399
1,641,781 1,602,498
(796,485) (3,651,686)
(1,563,559) 6,116,513
(424,369) 795,912

- 833,694

58,610 (6,684,730)
2,212,218 ¢
(132,972) -
79,103,577 80,528,244
(15,509,191) 16,025,314
1,782,743 (4,592,344)
(1,033,666) 4,893,510
63,343,463 96,854,723

(1,641,781)

(1,602,498)

(3,013,454) (8,149,617)
59,688,229 87,102,608
(34,873,548) (40,648,552)

(1,287,000) (21,107,800)

904,777 7,793,871
132,972 5,566,823
(637,882) 2,385,000
(35,760,680) (46,010,659)

Notes attached are an integrant part of these consolidated financial statements.
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TTS (Transport Trade Services) S.A.
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2017

(all amounts are expressed in RON, unless otherwise specified)

Financing activities:

Proceeds from share capital increase

Non-controlling interest contribution

Dividends paid

Loan (paid) / received

Increase / (Decrease) in leasing

Shares acquisition

Proceeds from reimbursements of loans from associates

Cash flow generated by financing activities
Net (decrease) / increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the
year

Cash and cash equivalents obtained from take-over of
subisidiaries

Cashand cash equivalentsat the end of the year

Year ended
December 31,

Year ended
December 31,

2017 2016
RON RON
(5,549,072) (6,946,774)
21,426,301 (10,885,312)
(2,294,865) (1,184,423)

(42,584,409)

(29,002,045) (19,016,509)
(5,074,497) 22,075,440
55,746,682 31,796,025

- 1,875,217

50,672,186 55,746,682

These consolidated financial statements have been approved by the Board of Directors and authorized to

=

be issued on April 19\2 18.

Mihailescu Alexandru Mircea,
President of the Board of Directors

Stefanut Petru,

Notes attached are an int‘é@'r:a'ht part of these consolidated financial statements.
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TTS (Transport Trade Services) S.A.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017
(all amounts are expressed in RON, unless otherwise specified)

1. GENERAL INFORMATION

TTS (Transport Trade Services) SA (hereinafter referred to as 'the Company’), is a company incorporated
in Romania, in1997 having its registered office atno 34, Vaselor Street, Bucharest. The core business of
the Company is represented by activities related to transports. SC TTS (Transport Trade Services) S.A.
operates as sender of goods in domestic and international transport, on interior river ways, offering
integrated/modular transport services.

The consolidated financial statements of the Company as at and for the year ended December 31, 2017
were authorized for issue on April 19, 2018.

The consolidated financial statements of the Company as at and for the year ended 31 December 2017
comprise the Company and its subsidiaries (together referred to as "Group” and individually as “Group
entities”).

As at December 31, 2017 the Company owned directly or through other subsidiaries investments in the
following entities:

CNFR NAVROM SA is a stockholding entity established in 1991 where TTS SA holds 91.79% (2016:
91.79%) of the share capital, the rest being owned by several individuals. The entity’s headquarters is at
No 34, Portului Street, Galati County. The core business of the entity is transportation of goods on rivers
(code CAEN 5040).

CANOPUS STAR SRL is a limited liability entity, established in 2001, where TTS SA ownes 51% of the
share capital. The entity’s headquarter is in Incinta Port Digul de Nord Km1+ 100 Street, Cladirea
Administrativa Et.1, Constanta County. The core business is represented by the river handling of goods
(code CAEN 5224).

TTS PORTURI FLUVIALE SRL (TRANS EUROPA PORT SA) is a stockholding entity, established in 1996,
where TTS SA ownes 100% (2016: 99.92%) from the total share capital. The entity’s headquarters is on
Regiment 11 Siret Street, Galati County. The core business is represented by the river handling of goods
(code CAEN 5224) which merged with Europort Logistics (another subsidiary) during 2014.

TTS OPERATOR SRL is a limited liability entity, established in 1994, where TTS SA owns 90% from the
total share capital. The entity’s headquarter is in Incinta Port Digul de Nord Km1+ 100 Street, Cladirea
Administrativa Et.1, Constanta County. The core business is represented by the river handling of goods
(code CAEN 5224),

AGRIMOL TRADE SRL is a limited liability entity, established in 2010, where TTS SA owns 99.9%. The
entity’s headquarters is at no 34, Vaselor Street, Bucharest. The core business is trading of agricultural
raw materials, live animals, textile raw materials and semi-finished goods(cod CAEN 4619).

SIM TUR SRL is a limited liabilities entity, established in 2006, where TTS SA owns 91,79%. The
heaquarters of the entity is in Town Berca, no. 320, Buzau Couty. The core business is represented by
hotels and similar services (code CAEN 5510).

CERNAVODA SHIPYARD SRL is a limited liability entity, established in 2013, where TTS SA owns
indirectly 91.78%, as follows: 91.04% through Navrom S.A., respectively 0.74% through TTS Operator
S.R.L..The investment was sold to Navrom in 12 December 2016. The entity’s headquarters is at no 1,
Canalului Street, Cernavoda. The core business is related to repair and maintenance of ships and boats
(cod CAEN 3315).

Bunker Trade Logistics SRL is a limited liability entity, established in 2013, where TTS SA owns indirectly
91.70%, as follows: 87.20% through Navrom S.A, respectively 4.50% through TTS Operator S.R.L..The
entity’s headquarters is in Constanta, incinta Port. The core business is related river various services (cod
CAEN 5222).
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TTS (Transport Trade Services) S.A.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017
(all amounts are expressed in RON, unless otherwise specified)

1. GENERAL INFORMATION (continuare)

TTS (Transport Trade Services) GMBH is a liability entity established in 2014, where TTS owns 75% of
share capital. The entity headquarters is at 15b Lerchengasse, Langerzersdorf, Austria. The core business
is representedby activities related to transport.

NAVROM BAC SRL is a limited liability entity, established in 1999, where TTS SA owns indirectly through
CNFR Navrom SA 89,38% from the share capital. The entity’s headquarters is at no. 1, Faleza Dunarii
Street, Galati County. The core business is related to the transportation of passangers on rivers (code
CAEN 5030).

NAVROM - CENTRU DE AFACERI SA is a stockholding entity, established in 1999, where TTS SA owns
indirectly through CNFR Navrom 87.69% from the share capital. The entity’s headquarters is at no. 23,
Portului Street, Galati County. The entity’s core business is relatedto the renatl and sub-rental of goods
owned or rented (code CAEN 6820).

NAVROM SHIPYARD SRL is a limited liability entity established in 1999, where TTS SA owns indirectly
through CNFR Navrom 91.55% from the share capital. The core business is related to the mainainace and
repair of the ships and boats (code CAEN 3315).

Navrom River is an entity established in 2011, where TTS SA owns indirectly through CNFR Navrom
91.79%. The entity’s headquarters is at no. 23, Portului Street, Galati county.

ROM PESC IMPEX SRL is a limited liability entity, established in 2003, where TTS SA owned indirectly
through Navrom-Centru de Afaceri S.R.L.87.69%. The entity’s headquarters is at No. 23, Portului Street,
Galati Couty. The core business is growing fishes (cod CAEN 0322). The investment was sold in July
2017. The Group recorded a gain of 3,653 ron from this sale.

SUPERQUATRO Grup SRL is a limited liability entity headquartered in Galati, str. Portului 20. CNFR
Navrom owns 91,79% (2016: 69.3%) of Superquatro.

CARGO TRANS VAGON SA is a stockholding entity, established in 2004, where TTS SA owns directly
40.74%, through TTS Operator 2.93% from the share capital. The change in ownership is due to
purchase contract concluded in 24 October 2016.The entity’s headquarters is at no. 34, Vaselor Street,
Bucharest. The core business is represented by the railway transportation of goods (code CAEN 4920),

TRANSTERMINAL-S SRL is a limited liability entity, established in 2006, where TTS SA owns 25.5%. The
entity’s headquarter is at no. 14/3, Gradina Botanica Street, Chisinau. The core business is represented
by the railway transportation of goods.

NAVROM PORT SERVICE SA is a stockholding entity, established in 1999, where TTS SA owns indirectly
through CNFR Navrom SA 45,87%. The entity’s headquarter is at no 39, Portului Street, Galati County.
The core business is represented by the goods transportation on rivers (code CAEN 5040).

PLIMSOLL KFT is a limited liability entity, established in April 1992, where TTS SA owns directly 51%.
TTS SA has acquired in 20 June 2016 the 51% stake. The entity’s headquarter is at no 1139, Frangepan
street, Budapest, Hungary .The core business is represented by railway and maritime shipping,
forwarding and river shipping.

FLUVIUS KFT is a limited liability entity where TTS SA indirectly owns 51% through PLIMSOLL KFT.The
entity’s headquarter is at no 1139, Frangepan street, Budapest, Hungary. The core business is
represented by river shipping .

MANAGEMENT NFR SA is a stockholding entity, established in 2003, where TTS SA owns 20%. The
entity’s core business is at no 34, Vaselor Street, Bucharest. The core business is represented by the
business and management consultancy services (code CAEN 7022).

CARGO TRANS VAGON BULGARIA ]SA is an entity established in 2006, where TTS SA owns 10% from
the total share capital. The entity’s headquarters is in Bulgaria, and the core business is related to the
railway transportation of goods.

GIF LEASING IFN is a limited liability entity, established in 2004, where TTS SA owns 7.7% from the
share capital. The entity’s headquarters is at no. 24, Negustori Street, Bucharest. The core business is
related to leasing (code CAEN 6491). The Company is in insolvency.
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TTS (Transport Trade Services) S.A.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017
(all amounts are expressed in RON, unless otherwise specified)

1. GENERAL INFORMATION (continued)
Consolidation perimeter

TTS SA prepares consolidated financial statements for the year ended December 31, 2017. Consolidated
financial statements include the financial statements of companies TTS SA (,the Company”) and its
subsidiaries CNFR Navrom S.A., Canopus Star S.R.L., TTS Porturi Fluviale S.R.L.., TTS Operator S.R.L.,
Navrom Bac S.R.L. Navrom - Centru de Afaceri S.A., Navrom Shipyard S.R.L., Agrimol Trade S.R.L.,
Cernavoda Shipyard S.R.L, Bunker Trade Logistic S.R.L, Sim Tur S.R.L., TTS (Transport Trade
Services)GMBH, Navrom River S.R.L.,, Superquatro Group SRL, Plimsoll Kft and Fluvius Kft, known as
“the Group”. The last two entities are condensed only starting June 2016 when the ownership was
obtained.

Subsidiaries are consolidated from the date that theCompany prepared for the first time the opening
consolidated balance sheet - January 1, 2011 in accordance with the requirements ofInternational
Financial Reporting Statements as adopted by EU.

2. APPLICATION OF THE NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS

Initial application of new amendments to the existing standards and interpretation effective
for the current reporting period

The following amendments to the existing standards and new interpretation issued by the International
Accounting Standards Board (IASB) and adopted by the EU are effective for the current reporting
period:

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

. Amendments to IAS 12 “Income Taxes” - Recognition of Deferred Tax Assets for Unrealised
Losses (effective for annual periods beginning on or after 1 January 2017),

. Amendments to IFRS 12 due to “Improvements to IFRSs (cycle 2014-2016)" resulting
from the annual improvement project of IFRS (IFRS 1, IFRS 12 and IAS 28) primarily with a view
to removing inconsistencies and clarifying wording (amendments to IFRS 12 are to be applied for
annual periods beginning on or after 1 January 2017).

Amendments to the existing Standards issued by IASB and adopted by the EU but not yet
effective

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

° IFRS 9 “Financial Instruments” (effective for annual periods beginning on or after 1 January
2018),
° IFRS 15 "“"Revenue from Contracts with Customers” and further amendments (effective for

annual periods beginning on or after 1 January 2018),
° IFRS 16 “Leases” (effective for annual periods beginning on or after 1 January 2019),

° Amendments to IFRS 2 “Share-based Payment” - Classification and Measurement of Share-
based Payment Transactions (effective for annual periods beginning on or after 1 January 2018),

° Amendments to IFRS 4 “Insurance Contracts” - Applying IFRS 9 “Financial Instruments” with
IFRS 4 “Insurance Contracts” (effective for annual periods beginning on or after 1 January 2018 or
when IFRS 9 “Financial Instruments” is applied first time),

° Amendments to IFRS 9 “Financial Instruments” - Prepayment Features with Negative
Compensation (effective for annual periods beginning on or after 1 January 2019),
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TTS (Transport Trade Services) S.A.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017
(all amounts are expressed in RON, unless otherwise specified)

2.

APPLICATION OF THE NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

Amendments to the existing Standards issued by IASB and adopted by the EU but not yet
effective (continued)

IFRS 15 "Revenue from Contracts with Customers” and amendments to IFRS 15
“Effective date of IFRS 15" - adopted by the EU on 22 September 2016 (effective for
annual periods beginning on or after 1 January 2018),

Amendments to IAS 40 “Investment Property” - Transfers of Investment Property (effective
for annual periods beginning on or after 1 January 2018),

Amendments to IFRS 1 and IAS 28 due to “Improvements to IFRSs (cycle 2014-2016)"
resulting from the annual improvement project of IFRS (IFRS 1, IFRS 12 and IAS 28) primarily
with a view to removing inconsistencies and clarifying wording (amendments to IFRS 1 and IAS
28 are to be applied for annual periods beginning on or after 1 January 2018),

IFRIC 22 “Foreign Currency Transactions and Advance Consideration” (effective for annual
periods beginning on or after 1 January 2018),

New Standards and amendments to the existing Standards 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 new standards and
amendments to the existing standards, which were not endorsed for use in EU as at May 24, 2018 (the
effective dates stated below is for IFRS in full):

IFRS 14 “Regulatory Deferral Accounts” (effective for annual periods beginning on or after 1
January 2016) - the European Commission has decided not to launch the endorsement process of
this interim standard and to wait for the final standard,

IFRS 17 “Insurance Contracts” (effective for annual periods beginning on or after 1 January
2021),

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 and further amendments (effective date deferred indefinitely until the
research project on the equity method has been concluded),

Amendments to IAS 19 “"Employee Benefits” - Plan Amendment, Curtailment or Settlement
(effective for annual periods beginning on or after 1 January 2019),

Amendments to IAS 28 “"Investments in Associates and Joint Ventures” - Long-term
Interests in Associates and Joint Ventures (effective for annual periods beginning on or after
1 January 2019),

Amendments to various standards due to “Improvements to IFRSs (cycle 2015 -2017)"
resulting from the annual improvement project of IFRS (IFRS 3, IFRS 11, IAS 12 and IAS 23)
primarily with a view to removing inconsistencies and clarifying wording (effective for annual
periods beginning on or after 1 January 2019),

IFRIC 23 “Uncertainty over Income Tax Treatments” (effective for annual periods beginning
on or after 1 January 2019).
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TTS (Transport Trade Services) S.A.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017
(all amounts are expressed in RON, unless otherwise specified)

2, APPLICATION OF THE NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

New Standards and amendments to the existing Standards issued by IASB but not yet adopted
by the EU (continued)

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

Hedge accounting for a portfolio of financial assets and liabilities, whose principles have not been adopted
by the EU remains unregulated.

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

3. SIGNIFICANT ACCOUNTING POLICIES

3.1 Statement of compliance

The consolidated financial statements have been prepared in accordance with the International Financial
Reporting Standards (IFRS) as addopted by EU.

3.2 Basis of preparation

The consolidated financial statements have been prepared at historic cost, except for certain financial
instruments that are stated at restated value or fair value as described in the accounting policies. The
historic cost is generally based on the fair value of the provision supplied in exchange of the assets.

The financial statements have been prepared on a going concern basis, according to the historic cost
convention adjusted for the effects of hyperinflation by December 31, 2003 for the share capital, reserves
and investments.

The financial statements are prepared on the basis of the statutory accounting records in accordance with
the Romanian accounting principles, adjusted for compliance to IFRS, as addopted by EU.

The main accounting policies are presented below.
Functional and presentation currency

These financial statements are presented in lei, which is the functional currency of the Company. The
financial statements are presented in lei, rounded, without decimals. The transactions realised in a
foreign currency are stated in RON (lei) by applying the exchange rate at the transaction date. The
monetary assets and debts stated in a foreign currency, at the year end, are stated in RON (lei) using the
exchange rate at the respective date. Gains and losses from the exchange rate differences, realised or
not realised, are stated in the profit and loss account for the respective year.

The exchange rates as at December 31, 2017 and as at December 31, 2016 are:

December 31, December 31,

2017 2016
EUR 4.6597 4.5411
usb 3.8915 4.3033

Non-monetary assets and liabilities measured in terms of fair value in a foreign currency are translated in
functional currency at closing rate of the date when the the fair value has been determined.

Non-monetary items that are measured in terms of historical cost in a foreign currency shall be
translated using the exchange rate at the date of the transaction.
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TTS (Transport Trade Services) S.A.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017
(all amounts are expressed in RON, unless otherwise specified)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.3 Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities
controlled by the Company (its subsidiaries). Control is achieved where the Company has the power to
govern financial and operating policies of an entity so as to obtain benefits from its activities. Please see
also Note 1.

Total comprehensive income of subsidiaries is attributed to the owners of the Company and to the non-
controlling interest even if this results in the non-controlling interest having a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies in line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are eliminated in full on consolidation.
3.3.1 Changes in the Group’s ownership interests in existing subsidiaries

Changes in the Group’s ownership interests in existing subsidiaries that do not result in the Group losing
control over the subsidiaries are accounted for as equity transactions. The carrying amounts of the
Group’s interests and the non-controlling interests are adjusted and the fair value of the consideration
paid or received is recognized directly in equity and attributed to the owners of the Company.

When the Group losses control of a subsidiary, a gain or loss is recognized in profit or loss and is
calculated as the difference between (i) the aggregate of the fair value of the consideration received and
the fair value of the retained interest and (ii) the previous carrying amount of the assets (including
goodswill), and liabilities of the subsidiary and non-controlling interests.

When assets of the subsidiary are carried at revalued amounts or fair values and the related cumulative
gain or loss has been recognized in other comprehensive and accumulated in equity are accounted for as
if the Group had directly disposed of the relevant assets.

The fair value of any investment retained in the former subsidiary when the control is lost is regarded as
the fair value on initial recognitionfor subsequent accounting under IAS 39 or, when appolicable, the cost
on initial recognition of an inventment in an associate or a jointly controlled entity.

3.4 Goodwill

Goodwill arising on an acquisition of a business is carried at cost as established at the date of acquisition
of the business less accumulated impairment losses, if any.

For the purpose of impairment testing, goodwill is allocated to each of the Group’s cash generating units
(or groups of cash generating units) that is espected to benefit from the synergies of the combination.

A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or more
frequently when there is an indication that the unit may be impaired. If the recoverable amount of the
the cash-generating unit is less than its carrying amount, the impairment loss is allocated first to reduce
the carrying amount of any goodwill allocated to the unit and then to the other assets of the unit pro rata
based on the carrying amount of each asset in the unit. Any impairment loss for goodwill is recognized
directly in the profit or loss. An impairment loss recognized for goodwill is not reversed in subsequent
periods.

The Group’s policy for goodwill arising on the acquisition of an associate is described in note 3.5 below.
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TTS (Transport Trade Services) S.A.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017
(all amounts are expressed in RON, unless otherwise specified)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.5 Investments in associates

An associate is an entity over which the Group has significant influence and that is neither a subsidiary
nor an interest in a joint venture. Significant influence is the power to participate in the financial and
operating policy decisions of the investee but not control or joint control over those policies.

The results and assets and liabilities of associates are incorporated in these consolidated financial
statements using the equity method of accounting, except when the investment is classified as held for
sale, in which case it is accounted for in accordance with IFRS 5. Under the equity method, an
inventment in an associate is initially recognized in the consolidated statement of financial position at
cost and adjuted thereafter to recognize the Group’s share of the profit or loss and other comprehensive
income of the associate.

Upon disposal of an associate that results in the Group losing significant influence over that associate,
any retained investment is measured at fair value at that date and the fair value is regarded as its fair
value on initial recognition as a financial asset in accordance with IAS 39. The difference between the
previous carrying amount of the associate attributatble to the retained interest and its fair value is
included in the determination of the gain or loss on disposal of the associate.

3.6 Non-current assets held for sale

Non-current assets and disposals groups are classified as held for sale if their carrying amount will be
recovered principally through a sale transaction rather than through continuing use. This condition is
regarded as met only when the sale is highly probable and the non-current asset is available for
immediate sale in its present condition. Management must be committed to the sale, which should be
expected to qualify for recognition as a completed sale within one year from the date of classification.

When the Group is committed to a sale plan involving loss of control of a subsidiary, all the assets and
liabilities of that subsidiary are classified as held for sale when the criteria described above are met,

regardless of whether the Group will retain a non-controlling interest in its former subsidiary after the
sale.

Non-current assets (and disposal groups) classified as held for sale are measured at the lower of their
previous carrying amount and fair value less costs to sell.

3.7 Revenue recognition

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

3.7.1. Sale of goods

Revenue from sales of goods is recognized when the goods are delivered and titles have passed, at which
time all the following conditions are met:

° The Group has transferred to the buyer all the significant risks and rewards of ownership over the
goods;
D The Group retains neither continuing managerial involvement to the degree usually associated with

ownership nor effective control over the goods sold;

o The amount of revenue can be measured in a reliable manner;

. It is probable that the economic benefits will flow directly to the Group, and

D the costs incurred or to be incurred in respect to the transaction can be measured in a reliable
manner.
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TTS (Transport Trade Services) S.A.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017
(all amounts are expressed in RON, unless otherwise specified)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.7 Revenue recognition (continuare)
3.7.2. Income from rendering transport services

Al Transport income shall be registered as the transport is confirmed by the beneficiary based on
the following documents:

o freightdocuments (bill of lading)in case of AMG;

. documents attesting to the unloading of the commodities (tally upon unloading / Out Turn Report -
OTR / draft unloading survey).

Special recognition criteria
Income from services in progress shall be recognised depending on:

. the ships’ location at the end of each month in the electronic ship monitoring system in Navrom'’s
Dispatch Office;

o the virtual route of the convoy (quantity x virtual distance) corroborated with the virtual trade of
the order;
B. Income from other services (repairs, etc.) shall be recorded as they are rendered, correlated

with the stage of execution of the works.

The stage of execution of the work shall be determined based on the statements of works accompanying
the invoices, the minutes or other documents attesting to the stage of execution and acceptance of the
services rendered.

Special recognition criteria

The production cost of goods and services in progress shall be presented at the end of the period
(monthly) in account 711 - Variation in inventory.

At the beginning of the following period, production in progress is restated at the costs registered
cumulatively from the beginning of the period.

3.7.3. Dividend and interest income

Dividend income from investments is recognized when the shareholders’right to receive payment has
been established.

Interest income from a financial asset is recognized when it is probable that the economic benefits will
flow to the Groupand the amount of income can be measured reliably. Interest income is accrued on a
timely basis by reference to the principal outstanding and at the effective interest rate applicable, which
is the rate that exactly discounts estimated future cash receipts through the expected life of the financial
assetto the asset’s net carrying amount on initial recognition.

3.8 Construction contracts
Revenue and costs for construction contracts in Navrom Shipyard are recognized by reference to the

stage of completion of the contract activity at the end of the reporting period, measured based on
proportion of costs incurred for work performed to date relative to the estimated total contract costs.
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TTS (Transport Trade Services) S.A.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017
(all amounts are expressed in RON, unless otherwise specified)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.9 Foreign currencies

Transactions in foreign currencies are translated to the respective functional currency of individual Group
entities at exchange rates at the dates of the transactions. Monetary assets and liabilities denominated in
foreign currencies at the reporting date are retranslated to the functional currency at the exchange rate
at that date.

The foreign currency gain or loss on monetary items is the difference between amortized cost in the
functional currency at the beginning of the period, adjusted for effective interest and payments during
the period, and the amortized cost in foreign currency translated at the exchange rate at the end of the
period. Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair
value are retranslated to the functi