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Independent Auditors’ Report
(free translation")

To the Shareholders of
SC. Oltchim S.A.

We have audited the accompanying consolidated financial statements of S.C. Oltchim S.A. (“the
Company”) and its subsidiaries (“the Group”™), which comprise the consolidated balance sheet as at 31
December 2008, and the consolidated income statement, consolidated statement of changes in eqquity
and consolidated cash flow statement for the year then ended, and a summary of significant accounting
policies and other explanatory notes.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards as endorsed by the
European Union. This responsibility includes: designing, implementing and maintaining internal
control relevant to the preparation and fair presentation of consolidated financial statements that are
free from material misstatements, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditors’ Responsibility

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 relevant ethical requirements and plan and perform the audit to
obtain reasonable assurance whether the consolidated financial statements are free of material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on our judgment, including
the assessment of the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, we consider internal control relevant to the
entity’s preparation and fair presentation of the consolidated financial statermnents 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 principles used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.

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

T TRANSLATOR’S EXPLANATORY NOTE: The ubove translation of the independent auditors’ report on the consolidated
financial statements is provided as a free iranslation from Romanian which is the official and binding version,




Opinion

In our opinion the consolidated financial statements give a true and fair view of the consolidated
financial position of the Group as at 31 December 2008, and of its consolidated financial performance
and its consolidated cash flows for the year then ended in accordance with International Financial
Reporting Standards as endorsed by the European Union.

Emphasis of Maiter

Without qualifying our opinion, we draw attention to Note 38 to the consolidated financial statements
which describes that the Group’s current liabilities exceeded its curtent assets by RON 714,876
thousand, as at 31 December 2008.

These conditions, along with other matters described in Note 38, indicate the existence of an
uncertainty which may cast doubt on the Group’s ability to continue as a going concern, unless the
shareholders will support the Group for improving the financial position of the Group.

Other Matters

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

Report on conformity of the consolidated Administrators’ Report with the consolidated financial
statements

In accordance with the Order of the Minister of Public Finance no 1752/2003, accounting regulations
in accordance with the CEE’s VII-th Directive, article no. 107, we have read the consolidated
Administrators’ Report. The consolidated Administrators’ Report is not a part of the consolidated
financial statements. In the consolidated Administrators’ Report we have not identified any financial
information which is not in accordance, in all material respects. with the information presented in the
accompanying consolidated financial statements as at 31 December 2008.

¢

For and on behalf of KPMG Audit SRL:

Andreea Elena Manole KPMG AUDIT SRL
registered with the Chamber of Financial registered with the Chamber of Financial
Auditors of Romania under no 1501 Auditors of Romania under no %/2001

Bucharest, 13 April 2009



OLTCHIM SA

CONSOLIDATED BALANCE SHEET AS AT 31 DECEMBER 2008

(Expressed in RON thousands unless otherwise stated)

ASSETS Notes 31 December 2008 31 December 2007
Non current assets

Intangibles assets 14 - 4511
Property, plant and equipment 13 1,068,752 1,004,321
Advance payments for fixed assets 11,086 18,609
Investments in equity accounted investees 15 28,157 27,409
Other investments 437 433
Total non current assets 1,108,432 1,055,283
Current assets

Inventories 16 140,248 208,668
Trade receivables 17 195,070 227,531
Other receivables and prepayments 18 2,533 10,671
Taxes receivables 19 40,967 52,269
Cash and cash equivalents 20 18,266 14,502
Assets classified as held for sale 6 - 78,119
Total current assets 397,084 591,760
TOTAL ASSETS 1,505,516 1,647,043
SHAREHOLDERS’ EQUITY AND LIABILITIES

Shareholders’ equity

Share capital 21 1,016,338 1,016,338
Revaluation reserve 100,700 135,245
Translation reserve 23) 39
Accumulated losses (1,366,919) (1,175,113)
Convertible debt 24 - 508,485
Total shareholders’ equity (249,904) 484,916
Minority interest 17 15
Total equity (249,887) 484,931
Non current liabilities

Borrowings — long term 23 50,056 68,684
Amounts due 1o AVAS 24 508,485 -
Obligations under finance leases-long term 25 8,198 437
Long term payable 26 61,810 117,726
Deferred income 27 14,894 14,848
Deferred tax liabilities 31 - -
Total non current liabilities 643,443 201,695
Current liabilities

Overdrafts 28 474,704 391,627
Borrowings — short term 28 - 25,000
Borrowings long term - current portion 23,28 27,154 21,799
Obligation under finance lease — short term 25 3,171 107
Trade payables 29 335,115 279,783
Taxes payable 13,392 9,196
Other payables and accruals 257,824 232,905
Total current liabilities 1,111,960 960,417
Total liabilities 1,755,403 1,162,112
Total shareholders’ equity and liabiliti 1,505,516 1,647,043

The accompanying notes form an integral part of these consolidated financial statements.
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OLTCHIM SA
CONSOLIDATED BALANCE SHEET AS AT 31 DECEMBER 2008

{Expressed in RON thousands uniess otherwise stated)

Authorised for issue by the Board of Directors on 15 April 2009 for signature on their behalf by:

1 OLTCHIM & Mandica Vasile
) f‘ R
p '\',ac-t

The accompanying notes form an integral part of these consolidated financial statements.
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OLTCHIM SA
CONSOLIDATED STATEMENT OF INCOME FOR YEAR ENDED 31 DECEMBER 2008
(Expressed in RON thousands unless otherwise stated)

Notes 2008 2007
Revenue 7 1.940,634 1.713,264
Other operating income 3 29.642 36,163
Changes in inventories of finished
goods and work in progress (50.114) 50,686
Raw materials and materials (1.156.531) (1.069.415)
Energy (377.955) (322.020y
Staff costs 9 {135.850) (114,823
Depreciation and amortisation (104.060) (76.239)
Net provision for impairment of fixed
assets (4.464) (6.373)
Other operating costs 12 (212.249) (191,726}
Operating profit /(loss) (70,947) 19,517
Finance costs, net 10 (148.959) (104.261)
Share of profit of equity accounted
investees 1S 1.224 1,023
(Loss)/Profit before taxation (218,682) (83,721)
Income tax benefit/(expense) {1 40 7.847
Profit from continuing operations (218,723) (75,874)
Loss from discontinued operation (net
of income tax) 5 (7.630) (17.285)
(Loss)/ Profit for the year {226,353) (93,159
Atributable to
Equity holders of the company (226.356) (92.869)
Minority interest 3 (290
Earnings per share for profit and
profit from discontinued operations
attributable to the equity holders of
the company during the year
Basic earnings per share
From continuing operations (0.675081) (0.233284
From discontinuing operations {0.023549) {0.053349)
Diluted earnings per share
From continuing operations - (©.013974
From discontinuing operations . (0.003196)

324 324

15 April 2009 for signature on their behalf by:

Economic Director
Mandica Vasile

The accompanying notes form an integral part of these consolidated financial statements.
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OLTCHIM SA
CONSOLIDATED STATEMENTS OF CASH FLOW
FOR YEAR ENDED 31 DECEMBRIE 2008
(Expressed in RON thousands unless otherwise stated)

Cash flows from operating activities

(Loss)/Profit for the year

adjustments for:

Amortisation and depreciation expenses

Loss/ (gain) from disposal of fixed assets

Loss/ (gain) from disposal of discontinued operations
Net allowances for inventories and receivables
Impairment/(Reversal of impairment) losses on property
plant and equipments

Subsidies amortization

Net interest expenses

Income tax (revenue)/expense

Dividend income

Provision for penalties

Foreign exchange differences on loans and AVAS loan
Share of profit of equity accounted investees

Profit from operating activities before working
capital changes

(Increase)/Decrease in inventories

Decrease in receivables

Decrease in payables

Total changes in working capital

Cash generated from operations

Interest paid

Income tax paid

Net cash generated by operating activities

Cash flows from investing activities

Interest received

Purchase of tangible and intangible assets
Investments in associates

Proceeds from sale of fixed assets

Proceeds from disposals of discontinued operations
Dividends received

Net cash used in investing activities

Cash flows from financing activities

Net variation of short term loans

Net variation of long term loans

Grants received

Lease payments

Net cash (used)/ from financing activities

Net movement in cash and cash equivalents
At 1 January

Effect of exchange rate fluctuations on cash held
At 31 December

2008 2007
(226,353) (93,159)
104,060 80,329
2,523 1,060
(4,290) -
19,910 3,318
5,741 2,153
(4,206) (5,283)
75,100 50,174
41 (7,847)

- (103)

- 29,851

29,428 20,213
(1,224) (1,023)
730 79,683
102,382 (70,510)
227,642 262,450
(160,890) (67,495)
169,134 124,445
169,864 204,128
(72,381) (47,723)
164 @1)
97,647 156,324
706 573
(151,982) (246,612)
- (255)

4,730 31,043
36,722 -
477 910
(109,347) (214,341)
(41,041) (9,885)
(26,059) (5,638)
1,290 10,563
(1,563) (116)
(67,373) (5,076)
(79,073) (63,093)
20 (377,125) (314,041)
240 9

20 (456,438) (377,125)
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OLTCHIM SA
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR YEAR ENDED 31 DECEMBRIE 2008
(Expressed in RON thousands unless otherwise stated)

1. REPORTING ENTITY

OLTCHIM S.A. (the “Company” or “Oltchim”) is a share based company incorporated and domiciled in Romania.
The address of its registered office is 1 Uzinei Str., 240050 Ramnicu Valcea, Romania. Its subsidiaries included in
these consolidated financial statements are domiciled in Romania, except for OLTCHIM GMBH which is domiciled
in Germany and Oltchim Italy which is domiciled in Italy.

The consolidated financial statements of the Company as at and for the year ended 31 December 2008 comprise the
Company and its subsidiaries Sistemplast (94,4%), Oltchim GMBH (100%), Oltchim Italia (100%), Fundatia
Oltchim (100%), Oltchim Medical (90%) (together referred to as “the Group”) and the Group’s interest in jointly
controlled entities: Oltquino (46.64%), Mentchim (25%), Protectchim (30%), DesignRO (30%), Eurourethane
(41.28%).

The Group is involved primarily in chemical products manufacturing.

The Group sells chemical products to both domestic (approximately 23% of turnover in 2008 and 26% of turnover
in 2007) as well as international markets (approximately 77% of turnover in 2008 and 74 % of turnover in 2007).
The most significant export sales are made to countries within the Europe Union and Turkey. The main competitors
on the international markets are: Novartis, Rhone-Poulenc, Solvay, Du Pont, Borsodchem, etc.

The Group holds certificates for the environment management system and quality (ISO 14001 and ISO 9001
received from TUV Management Service GmbH, all valid till 9 Nobember 201 1.

Shareholders structure

Oltchim is a joint stock company listed on the Bucharest Stock Exchange. The shares were traded at RON 0.1400
per share as at 19 December 2008 (RON 1.207 per share as at 31 December 2007).

The Romanian State, represented by the Authority for State Assets Recovery (AVAS) is the main shareholder. The
statutory share capital of RON 32,359 thousand at 31 December 2008 (31 December 2007: RON 32,359 thousand)
consists of 323,588,641 ordinary shares each with a nominal value of RON 0.10. Each share carries one vote.

The shareholders' structure at 31 December 2008 is as follows:

AVAS 53.26 %
Other shareholders 46.74 %
Total 100.00%
Activities

The Group operates the following divisions:

. Chemicals (including the chlorosodics, petrochemical and agro-chemical production lines);
. Construction materials.

The product range includes over 40 products with more than 78 assortments.
The average number of employees was 4,204 for the period ended 31 December 2008 (31 December 2007: 4,841).
Management structure

The persons who served the office during the year were the following:
General Manager — Constantin Roibu

Economic Manager — Mandica Vasile

Production Manager — Gheorghe Balint/ Olaru Nicolae/ Georgescu Cristian
Marketing Manager — Preoteasa Veronica




OLTCHIM SA
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR YEAR ENDED 31 DECEMBRIE 2008
(Expressed in RON thousands unless otherwise stated)

2. SIGNIFICANT ACCOUNTING POLICIES

2.1 Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRSs) as endorsed by European Union.

Starting 2006, Oltchim S.A. has been required by law to prepare consolidated financial statements. The consolidated
financial statements were approved by the Board of Directors on 15 April 2009,

2.2 Basis of presentation

The attached consolidated financial statements are prepared in Romanian Lei (,LEI” or ,,RON”), rounded to the
nearest thousand.

The consolidated financial statements are prepared under the historical cost convention, modified to include
revaluation of certain fixed assets, and adjusted as required by International Accounting Standard (,JAS”) 29
HFinancial Reporting in Hyperinflationary Economies” up to 31 December 2003. From 1 January 2004, the
Romanian economy is no longer a hyperinflationary economy. The Group ceased from this date to apply IAS 29.
The accounting policies have been consistently applied with those used in the previous year.

These consolidated financial statements include:

Consolidated balance sheet;

Consolidated statement of income;

Consolidated statement of cash flows;

Consolidated statement of changes in equity;

Explanatory notes to the consolidated financial statements.

The preparation of financial statements in conformity with IFRS requires management to make judgements,
estimates and assumptions that affect the application of policies and reported amounts of assets and liabilities,
income and expenses. The estimates and associated assumptions are based on historical experience and various other
factors that are believed to be reasonable under the circumstances. The results of these estimates form the basis of
making the judgements about carrying values of assets and liabilities that are not readily apparent from other sources.
Actual results may differ 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

2.3 Basis of consolidation
i.  Subsidiaries

Subsidiaries are entities controlled by the Group. Control exists when the Group has the power to govern the
financial and operating policies of an entity so as to obtain benefits from its activities. In assessing control, potential
voting rights that presently are exercisable are taken into account. The financial statements of subsidiaries are
included in the consolidated financial statements from the date that control commences until the date that control
ceases.

ii. Associates and joint ventures (equity accounted investees)

Associates are those entities in which the Group has significant influence, but not control, over the financial and
operating policies. Joint ventures are those entities over whose activities the Group has joint control, established by
contractual agreement and requiring unanimous consent for strategic financial and operating decisions. Associates
and joint ventures are accounted for using the equity method (equity accounted investees). The consolidated
financial statements include the Group’s share of the income and expenses of equity accounted investees, after
adjustments to align the accounting policies with those of the Group, fro t significant influence or joint




OLTCHIM SA
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR YEAR ENDED 31 DECEMBRIE 2008
(Expressed in RON thousands unless otherwise stated)

investments) is reduced to nil and the recognition of further losses is discontinued except to the extent that the
Group has an obligation or has made payments on behalf of the investee.

iii. Transactions eliminated on consolidation

Intra-group balances and any unrealized income and expenses arising from intra-group transactions, are eliminated
in preparing the consolidated financial statements. Unrealized gains arising from transactions with equity accounted
investees are eliminated against the investment to the extent of the Group’s interest in the investee. Unrealized
losses are eliminated in the same way as unrealized gains, but only to the extent that there is no evidence of
impairment.

2.4 Functional and presentation currency
These consolidated financial statements are presented in thousands RON, which is the Group’s functional currency.

Oltchim GMBH has EURO as functional currency and its financial statement have been translated into RON as
presentation currency.

2.5 Foreign currency

(i) Foreign currency transactions

Transactions in foreign currencies are translated to the Group’s functional currency at the foreign exchange rate
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are translated to the functional currency at the foreign exchange rate ruling at that date. Foreign exchange
differences arising on translation are recognized in the statement of income. Non-monetary assets and liabilities that
are measured in terms of historical cost in a foreign currency are translated using the exchange rate at the date of the
transaction.

(ii) Foreign operations

The assets and liabilities of foreign operations are translated to RON at exchange rates at the reporting date. The
income and expenses of foreign operations, excluding foreign operations in hyperinflationary economies, are
translated to RON at exchange rates at the dates of the transactions.

The income and expenses of foreign operations in hyperinflationary economies are translated to RON at the
exchange rate at the reporting date. Prior to translating the financial statements of foreign operations in
hyperinflationary economies, its financial statements for the current period are restated to account for changes in the
general purchasing power of the local currency. The restatement is based on relevant price indices at the reporting
date.

Foreign currency differences are recognized directly in equity. When a foreign operation is disposed of, in part or in
full, the relevant amount in the foreign currency translation reserve is transferred to profit or loss.

2.6 Property, plant and equipment

@) Owned assets
Property, plant and equipment are stated at their revalued amount less any accumulated depreciation and
accumulated impairment losses. The cost of self-constructed assets includes the cost of materials, direct labour, the
initial estimate, where relevant, of the costs of dismantling and removing the items and restoring the site on which
they are located, and an appropriate proportion of production overheads.

Where an item of property, plant and equipment comprises major components having different useful lives, they are
accounted for as separate items of property, plant and equipment.

(CGU).

10




OLTCHIM SA
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR YEAR ENDED 31 DECEMBRIE 2008
(Expressed in RON thousands unless otherwise stated)

Cash generating units were considered the following units in Group:

e Chemical production plant;
e  Material construction unit;
e  Agro-divisions: Conservil, Avicola, Suinprod, each as a separate cash generating unit.

For each of the CGUs the value in use was higher than the value obtained applying the methods described.
Accordingly, these values considered as the recoverable amounts, were booked as the new carrying values as at 31
December 2007. An assessment of the remaining economical life has also been made.
The differences between the carrying values and the revalued amounts have been recorded as revaluation reserve.
(i) Subsequent maintenance and repairs expenses
The cost of replacing part of an item of property, plant and equipment is recognized in the carrying amount of the
item if it is probable that the future economic benefits embodied within the part will flow to the Group and its cost
can be measured reliably. The costs of the day-to-day servicing of property, plant and equipment are recognized in
profit or loss as incurred.
(iii) Depreciation

Depreciation is calculated on the revalued amounts of property, plant and equipment on a straight-line basis. The
depreciation periods, which approximate the estimated useful economic lives of the respective assets, are as follows:

Type Years
Buildings and special construction 10-50
Plant and equipment 3-15
Fixtures and fittings 3-15

Land and fixed assets under construction are not subject to depreciation.

Expenditure incurred to replace a component of an item of property, plant and equipment that is accounted for
separately is capitalised with the carrying amount of the component being written off. Other subsequent expenditure
is capitalised only when it increases the future economic benefits embodied in the item of property, plant and
equipment. All other expenditure is recognized in the statement of income as an expense as incurred.

Maintenance and repairs of fixed assets are charged to operations as incurred; improvements, which significantly
increase asset lives or values, are capitalised.

2.7 Intangible assets

Expenditure related to acquired patents, trademarks and licenses is capitalised and amortised using the straight-line
method over their useful lives, not exceeding 10 years.

Other intangible assets that were acquired by the Group in 2003 and before are stated at restated cost based on IAS
29 less accumulated amortisation (see below) and impairment losses (refer to accounting policy 2.12). At 31
December 2008, other intangibles comprise software and production licenses.

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the specific
asset to which it relates. All other expenditure is expensed as incurred.

Amortisation is recognized in profit or loss on a straight-line basis over the estimated useful lives of intangible fixed
assets. The estimated useful lives for the current and comparative periods

¢ patents and trademarks — not exceeding 10 years;
o other intangibles — not exceeding 3 years.

11



OLTCHIM SA
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR YEAR ENDED 31 DECEMBRIE 2008
(Expressed in RON thousands unless otherwise stated)

2.8 Non-current assets held for sale

Non-current assets that are expected to be recovered primarily through sale rather than through continuing use are
classified as held for sale. Immediately before classification as held for sale, the assets are remeasured. Thereafter
generally the assets are measured at the lower of their carrying amount and fair value less cost to sell. Impairment
losses on initial classification as held for sale and subsequent gains or losses on remeasurement are recognized in
profit or loss. Gains are not recognized in excess of any cumulative impairment loss.

2.9 Receivables

Receivables include invoices issued and not cashed at 31 December 2008 in nominal terms which relate to the
services rendered during the year ended 31 December 2008. Receivables are stated at amortised cost less
impairment losses. The amortised cost approximates the nominal value. Ultimate losses may vary from the current
estimates.

2.10 Inventories

Inventories are stated at the lower of cost and net realisable value. Cost of inventory is generally determined on a
weighted average cost basis and first-in first-out (FIFO). The cost of finished goods and work in progress comprises
raw material, direct labour, other direct costs and related production overheads (based on normal operating
capacity), but excludes borrowing costs. Net realizable value is the estimated selling price in the ordinary course of
business, less the cost of completion and selling expenses. When necessary, a provision is made for obsolete and
slow moving inventories.

2.11 Cash and cash equivalents

Cash includes cash on hand, in current accounts and bank deposits. Bank overdrafts that are repayable on demand
and form an integral part of the Group’s cash management are included as a component of cash and cash equivalents
for the purpose of the statement of cash flows.

2.12 Impairment

The carrying amounts of the Group’s assets, other than inventories (refer to accounting policy 2.10) and deferred tax
assets, are reviewed at each balance sheet date to determine whether there is any indication of impairment. If any
such indication exists, the asset’s recoverable amount is estimated. An impairment loss is recognized whenever the
carrying amount of an asset or its cash-generating unit exceeds its recoverable amount. Impairment losses are
recognized in the statement of income.

i. Computation of recoverable amount

The recoverable amount of the Group’s receivables is calculated as the present value of expected future cash flows,
discounted at the original effective interest rate inherent in the asset. Receivables with a short duration are not
discounted.

The recoverable amount of other assets is the greater of their net selling price and value in use. In assessing 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 an asset that does not
generate largely independent cash inflows, the recoverable amount is determined for the cash-generating unit to
which the asset belongs.

ii. Reversals of impairment loss

An impairment loss in respect of a receivable is reversed if the subsequent increase in recoverable amount can be
related objectively to an event occurrmg after the 1mpa1rment loss was recogmzed
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OLTCHIM SA
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR YEAR ENDED 31 DECEMBRIE 2008
(Expressed in RON thousands unless otherwise stated)

An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying
amount that would have been determined, net of depreciation or amortisation, if no impairment loss had been
recognized.

2.13 Share capital

Ordinary shares are classified as equity. External costs directly attributable to the issue of new shares, other than on
a business combination, are shown as a deduction in equity from the proceeds. Any excess of the fair value of
consideration received over the par value of shares issued is recognized as a share premium.

The Group recognizes the changes in share capital in accordance with the legislation in force and only after their
approval in the General Shareholders Meeting and their authorisation by the Trade Registry Office.

2.14 Dividends

Dividends are recognized as a liability and deducted from equity at the balance sheet date only if they are declared
before or on the balance sheet date. Dividends are disclosed when they are proposed before the balance sheet date
or proposed or declared after the balance sheet date but before the financial statements are authorized for issue.

2.15 Trade payables

Payables to suppliers, recorded at amortized cost, include the invoices for deliveries of goods, contracted work and
services.

2.16 Interest-bearing borrowings

Interest-bearing borrowings are recognized initially at fair value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated at amortised cost with any difference between cost and
redemption value being recognized in the income statement over the period of the borrowings on an effective
interest basis.

2.17 Financial instruments

Financial assets and financial liabilities include cash and cash equivalents, trade and other accounts receivable,
payable, and borrowings. Bank overdrafts that are part of the entity’s cash management are included in the cash flow
statement as a component of cash and cash equivalents. The accounting policies on recognition and measurement of
these items are disclosed in the respective accounting policies in this Note.

Financial instruments are classified as liabilities or equity in accordance with the substance of the contractual
arrangement. Interest, dividends, gains, and losses relating to a financial instrument classified as a liability are
reported as expense or income as incurred. Distributions to holders of financial instruments classified as equity are
charged directly to equity. Financial instruments are offset when the Company has a legally enforceable right to
offset and intends to settle either on a net basis or to realize the asset and settle the liability simultaneously.

2.18 Leasing

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

Assets held under finance leases are recognized as assets of the Group at their fair value at the date of acquisition.
The corresponding liability to the lessor is included in the balance sheet as an obligation under finance lease.

Finance costs represent the difference between the total leasing commitments and the fair value of the assets

payable under operating leases are charged to income statement on a
lease.
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2.19 Income tax expense

Income tax expense comprises current and deferred tax, Income tax is recognized in profit or loss except to the
extent that it relates to items recognized directly in equity, in which case it is recognized in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially
enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided using the balance sheet liability method, providing for temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. The following temporary differences are not provided for: goodwill not deductible for tax purposes, the
initial recognition of assets or liabilities in a transaction that is not a business combination and that affects neither
accounting nor taxable profit. The amount of deferred tax provided is based on the expected manner of realisation or
settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively enacted at the
balance sheet date.

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be available
against which the temporary differences can be utilised. Deferred tax assets are reduced to the extent that it is no
longer probable that the related tax benefit will be realised.

Additional income taxes that arise from the distribution of dividends are recognized at the same time as the liability
to pay the related dividend is recognized.

Information as to the calculation of income tax on the profit or loss for the financial year is included in Note 11.

2.20 Related parties

Parties are considered related when one controls directly or indirectly, or is in the position to exert significant
influence on another party, through ownership, contractual rights and family relationship or otherwise.

2.21 Employee benefits

The Group, in the normal course of business, makes payments to the Romanian State on behalf of its employees for
pensions, health care and unemployment cover. The cost of these payments is charged to the income statement in the
same period as the related salary cost.

All employees of the Group are members of the Romanian State pension plan. The Group does not operate any other
pension scheme. The Group awards its employees at retirement compensation benefits according to the Collective
Labour Agreement.

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related
service is provided. A provision is recognized for the amount expected to be paid under short-term cash bonus if the
Group has a present legal or constitutive obligation to pay this amount as a result of past service provided by the
employee and the obligation can be estimated reliably. ,

2.22 Revenue

Revenue from the sale of goods is measured at the fair value of the consideration received or receivable, net of
returns and allowances, trade discounts and volume rebates. When the fair value of consideration received cannot be
measured reliably, the revenue is measured at the fair value of the goods or services given up. Revenue is
recognized when the significant risks and rewards of ownership have been transferred to the buyer, recovery of the
consideration is probable, the associated costs and possible return of goods can be estimated reliably, and there is no
continuing management involvement with the goods. ;
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Revenues are recognized upon delivery of products and customer acceptance, if any, as this is the date that the risks
and rewards of ownership are transferred to the customers, or on the rendering of services. Sales are shown net of
VAT and discounts.

Other revenues earned by the Group are recognized on the following bases:
e Interest income — on an effective yield basis,
e Dividend income — when the Group’s right to receive dividend is recognized,
e Rental revenue — over the term of the lease on a straight line basis.

2.23 Finance income and expenses

Finance income represents the sum of interest income on funds invested, dividend income, gains on the disposal of
available for sale financial assets, changes in the fair value of financial assets recorded at fair value, foreign
exchange gains, that are all recorded profit and loss account. Dividend income is recognized on the date that the
Group’s right to receive payments is established.

Finance expense represents the sum of interest expense on borrowings, detailed by discount on provision, foreign
exchange losses, changes in the fair value of financial assets at fair value through profit or loss and impairment
losses on financial assets. All borrowing costs are recognized in profit or loss using the effective interest method.

2.24 Government grants

Government grants relating to the purchase of property, plant and equipment are included in non-current liabilities
as deferred income and are credited to the income statement on a straight-line basis over the expected lives of the
related assets.

2.25 Subsequent events

The accompanying financial statements reflect post-year-end events that provide additional information about the
Group’s position at the balance sheet date or those that indicate the going concern assumption is not appropriate
(adjusting events). Post-year-end events that are not adjusting events are disclosed in the notes when they are
considered to be material.

2.26 Provisions

A provision is recognized if, as a result of a past event, the Group has a present legal or constructive obligation that
can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the
obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects
current market assessments of the time value of money and the risks specific to the liability.

i. Restructuring

A provision for restructuring is recognized when the Group has approved a detailed and formal restructuring plan,
and the restructuring either has commenced or has been announced publicly. Future operating costs are not provided
for.

ii. Site restoration
In accordance with the Group’s published environmental policy and applicable legal requirements, a provision for
site restoration in respect of contaminated land, and the related expense, is recognized when the land is
contaminated.

iii. Onerous contracts

A provision for onerous contracts is recognized when the expected

“The provision is measured
e expected net cost of
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continuing with the contracts. Before a provision is established, the Group recognizes any impairment loss on the
assets associated with that contract.

2.27 Earnings per share

Pursuant to IAS 33, earnings per share (“EPS”) are calculated by dividing the profit or loss allocated to the
shareholders of the Group by the weighted average number of shares outstanding during the fiscal period.

The weighted average number of ordinary shares outstanding during the period is the number of ordinary shares
outstanding at the beginning of the period, adjusted by the number of ordinary shares issued during the period
multiplied by a time — weighting factor.

Dilution is a reduction in earnings per share or an increase in loss per share resulting from the assumption that
convertible instruments are converted, that options or warrants are exercised, or that ordinary shares are issued upon
the satisfaction of specified conditions. The objective of diluted earnings per share is consistent with that of basic
earnings per share, namely to provide a measure of the interest of each ordinary share in the performance of an
entity.

2.28 Contingencies

Contingent liabilities are not recognized in the accompanying financial statements. They are disclosed only when the
possibility of an outflow of resources embodying economic benefits is possible but not probable.

A contingent asset is not recognized in the accompanying financial statements but disclosed when an inflow of
economic benefits is probable.

2.29 Mutual compensation and barter transactions

A portion of sales and purchases are settled by mutual settlements, barter or non-cash settlements. These
transactions are generally in the form of cancellation of mutual balances, direct settlements by dissimilar goods and
services from the final customer (barter), or through a chain of non-cash transactions involving several companies.

Sales and purchases that are expected to be settled by mutual settlements, barter or other non-cash settlements are
recognized based on the management’s estimate of the fair value to be received or given up in non-cash settlements.
The fair value is determined with reference to various market information.

2.30 Comparatives

Where necessary, comparative figures have been adjusted to conform with the changes in presentation in the current
period.

2.31 Implication of new IFRSs

Certain new standards, amendments and interpretations to existing standards have been published that are
mandatory for the Group’s accounting periods beginning on or after 1 January 2009 or later periods but which the
Group has not early adopted, Management considered the following new standards, amendments and interpretations
to existing standards:

e IFRS 8 (“Operating Segments”) effective from 1 January 2009. The Standard requires segment disclosure
based on the components of the entity that management monitors in making decisions about operating
matters. The Group considers that the new standard does not have a significant impact over the financial
statements.

e IAS 23 (“Borrowing Costs™) effective from 1 January 2
capitalization of borrowing costs that relate to assets that
use or sale.
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Revised IFRS 2 (“Share-based Payment”) effective from 1 January 2009. The revised Standard will clarify
the definition of vesting conditions and non-vesting conditions. Based on the revised Standards failure to
meet non-vesting conditions will generally result in treatment as a cancellation. IFRS 2 is not applicable for
the Group.

Revised IFRS 3 (“Business Combinations™) effective for annual periods beginning on or after 1 July 2009.
The scope of the revised Standard has been amended and the definition of a business has been expanded.
The revised Standard also includes a number of other potentially significant changes including: all items of
consideration transferred by the acquirer are recognized and measured at fair value as of the acquisition
date, including contingent consideration; transaction costs are not included in the acquisition accounting;
the acquirer can elect to measure any non-controlling interest at fair value at the acquisition date, or at its
proportionate interest in the fair value of the identifiable assets and liabilities of the acquiree; acquisitions
of additional non-controlling equity interests after the business combination must be accounted for as
equity transactions. The Group considers that this standard does not have a significant impact over the
financial statements.

Revised IAS 1 (“Presentation of Financial Statements”) effective from 1 January 2009. The revised
Standard requires information in financial statements to be aggregated on the basis of shared characteristics
and introduces a statement of comprehensive income. Items of income and expense and components of
other comprehensive income may be presented either in a single statement of comprehensive income with
subtotals, or in two separate statements (a separate income statement followed by a statement of
comprehensive income). The Group is currently evaluating whether to present a single statement of
comprehensive income, or two separate statements.

Revised IAS 27 (“Consolidated and Separate Financial Statements™) effective for annual periods beginning
on or after 1 July 2009. In the revised Standard the term minority interest has been replaced by non-
controlling interest, and is defined as "the equity in a subsidiary not attributable, directly or indirectly, to a
parent”. The revised Standard also amends the accounting for non-controlling interest, the loss of control
of a subsidiary, and the allocation of profit or loss and other comprehensive income between the controlling
and non-controlling interest.

Amendments to IAS 32 (“Financial Instruments: Presentation”), and IAS 1, (“Presentation of Financial
Statements™) effective for annual periods beginning on or after 1 January 2009. The amendments introduce
an exemption to the principle otherwise applied in IAS 32 for the classification of instruments as equity;
the amendments allow certain puttable instruments issued by an entity that would normally be classified as
liabilities to be classified as equity if and only if they meet certain conditions. The amendments are not
relevant to the Group’s financial statements. The Group has not yet completed its analysis of the impact of
the revised Standard.

IFRIC 15 (“Agreements for the Construction of Real Estate”) effective from 1 January 2009. The
interpretation clarifies that revenue arising from agreements for the construction of real estate is recognized
by reference to the stage of completion of the contract activity. The Group considers that this interpretation
does not have a significant impact over the financial statements.

Amendments to IAS 27 (“Consolidated and Separate Financial Statements”) effective for annual periods
beginning on or after 1 January 2009. The amendments remove the definition of “cost method” currently
set out in IAS 27, and instead require all dividends from a subsidiary, jointly controlled entity or associate
to be recognized as income in the separate financial statements of the investor when the right to receive the
dividend is established. In addition, the amendments provide guidance when the receipt of dividend income
is deemed to be an indicator of impairment. Amendments to IAS 27 are not relevant as these are the
consolidated financial statements of the Group.

Amendment to IAS 39 (“Financial Instruments: Recognition and Measurement”) effective for annual
periods beginning on or after 1 July 2009. The amended Standard clarifies the application of existing
principles that determine whether specific risks or portions of cash flows are eligible for designation in a
hedging relationship. In designating a hedging relationship the risks or portions must be separately
identifiable and reliably measurable; however inflation cannot be designated, except in limited
circumstances. The amendments to IAS 39 are not relevant to the Group’s operations as the Group does not
apply hedge accounting.

IFRIC 17 (“Distributions of Non-cash Assets to Owne
beginning on or after 15 July 2009. The Interpretation
assets to owners acting in their capacity as owners. In ja
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dividend shall be recognized when the dividend is appropriately authorised and is no longer at the
discretion of the entity and shall be measured at the fair value of the assets to be distributed.

The carrying amount of the dividend payable shall be remeasured at each reporting date, with any changes
in the carrying amount recognized in equity as adjustments to the amount of the distribution. When the
dividend payable is settled, the difference, if any, between the carrying amount of the assets distributed and
the carrying amount of the dividend payable shall be recognized in profit or loss. The Group considers that
this standard does not have a significant impact over the financial statements.

3. DETERMINATION OF FAIR VALUES

A number of the Company’s accounting policies and disclosures require the determination of fair value, for both financial
and non-financial assets and liabilities. Fair values have been determined for measurement and / or disclosure purposes
based on the methods described below. Where applicable, further information about the assumptions made in determining
fair values is disclosed in the notes specific to that asset or liability.

i). Property, plant and equipment

As at 31 December 2004, 2005 and 2007 the Company has revalued property, plant and equipment. The results of this
revaluation have been included in the financial statements.

The methods used for revaluation are recognized by international practice, out of which:

¢ Land — market comparatives
e  Buildings — depreciated replacement costs, market comparatives
e Plant and equipment — depreciated replacement costs, market comparatives

ii). Inventory
The fair value of inventory acquired is determined based on its estimated selling price in the ordinary course of business

less the estimated costs of completion and sale, and a reasonable profit margin based on the effort required to complete
and sell the inventory.

4. SEGMENT REPORTING

Segment reporting is presented in respect of the Group’s business and geographical segments. The primary format,
business segments, is based on the Group’s management and internal reporting structure.

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

Segment results, assets and liabilities include items directly attributable to a segment as well as those that can be
allocated on a reasonable basis. Unallocated items comprise mainly investments and related revenue, loans and
borrowings and related expenses, corporate assets (primary the Group’s headquarters) and head office expenses, and
income tax assets and liabilities.

Segment capital expenditure is the total cost incurred during the period to acquire property, plant and equipment,
and intangible assets.

Business segments

The Group comprises the following main business segments:
e Chemical products for industry,
e Construction materials.

Other operations has been included the cultivation and sale of farm ani _ ~and pork) and the production of
chemicals for agriculture.
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Geographical segments

The Group’s sales activity is managed in two geographical zones ~European Union and Turkey. The Group’s main
assets and production activities are all based in Romania and accordingly no information is presented on the location
of the assets.

Year ended Year ended
31 December 2008 31 December 2007

(%) (%)
Domestic market 23 446,346 26 445,449
Export 77 1,494,288 74 1,267,815
100 1,940,634 100 1,713,264
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5. DISCONTINUED OPERATION

In March 2008 the Group sold its agro divisions: Avicola, Suinprod and Fabrica de Nutreturi Combinate and in
August 2008 sold Conservil division.

Management committed to a plan to sell these divisions early in 2007 due to the strategic decision to place greater focus
on the Company’s key competencies, being the production of chemical products and construction materials.

Profits attributable to the discontinued operation were as follows:

Year ended Year ended
31 December 2008 31 December 2007
Revenue 15,965 67,891
Expenses 27,886 85,176
Results from operating activities (11,921) (17,285)
Results from operating activities, net of
income tax (11,921) (17,285)
Gain from disposal from discontinued
operations 4,291
Profit (loss) for the period (7,630) (17,285)
Cash flow from (used in) discontinued operations:
2008 2007
Net cash from operating activities - (1,956)
Net cash from investing activities 43,206 (600)
Net cash from financing activities - 2,668
Net cash from (used in) discontinued
operation 43,206 112
Effect of disposal on the financial position of the Group
2008
Property, plant and equipment (32,431)
Inventories (6,484)
Consideration received, satisfied in cash 43,206
Net cash inflow 43,206

6. NON-CURRENT ASSETS HELD FOR SALE

The assets of Avicola, Conservil, Suinprod and Fabrica de nutreturi combinate have been classified as held for sale
following the commitment of the Company’s management to a plan to sell the production equipments. Avicola, Suinprod
and Fabrica de nutreturi combinate have been sold in March 2008 and Conservil in August 2008.

2008 2007
Tangible assets - 34,987
Inventories - 43,132

- 78,119
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7. REVENUE
Year ended 31 December Year ended 31 December
2008 2007
Sales of own manufactured goods 1,829,609 1,606,526
Sale of goods purchased for resale 46,755 39,000
Other 64,270 67,738
Total 1,940,634 1,713,264

Revenue of RON 44,447 thousand was earned from transactions with related parties (see Note 33).

8. OTHER OPERATING INCOME

Year ended Year ended

31 December 31 December

2008 2007

Government grants 3,119 2,591
Revenues from donations - 2,334
Net provision for receivables - 422
Own work capitalized 13,294 16,431
Services 1,835 1,515
Rental 3,298 2,635
Other 8,096 10,235
Total 29,642 36,163

9. PERSONNEL EXPENSES

The Group does not have contractual liabilities in respect of pensions toward retired managers and administrators of

the Group, other than the ones in the Collective Labour Agreement. As at 31
professional insurance for the Management has been concluded.

December 2008, malpraxis

During the financial year ended 31 December 2008, no advances or credits were given to the management members
or administrators of the Group, except for the travel advances. The payroll expense related to management and

administrators was as follows:

Year ended Year ended
31 December 2008 31 December 2007
Directors salaries 3,545 3,614
The total personnel expenses are disclosed as
follows: Year ended Year ended
~_ 31 December 2008 31 December 2007
Wages and salaries e, 103,195 79,447
Compulsory social security contributi qj'é\ @%;’}ﬂ \‘{’Q-;\ 32,655 35,376
N %
— 5
Total personnel expenses ':: il 135,850 114,823
=4 R
SN S
%S 2/
Q, e
\\Ufo dent
»’:.'_CL/
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During the financial year ended 31 December 2008 the Group had an average number of employees of 4,204

compared to 4,841 employees in 2007. No restructuring plan is in place as at the end of this financial period.

10. FINANCE INCOME AND EXPENSE

Year ended Year ended
31 December 2008 31 December 2007
Interest income on bank deposits 706 573
Discounts received 910 848
Dividends received - 103
Other finance income 211 23
Finance income 1,827 1,547
Interest expense on financial liabilities (69,309) (46,394)
Net foreign exchange loss (65,171) 21,677)
Interest expense on trade liabilities (6,497) (4,353)
Interest for AVAS debt - (29,851)
Discounts granted (4,898) (3,440)
Other finance expenses (4,911) (93)
Finance expense (150,786) (105,808)
Net finance expense (148,959) (104,261)
11. INCOME TAX EXPENSE IN THE INCOME STATEMENT
Year ended Year ended
31 December 2008 31 December 2007
Income tax expense- current 41 136
Deferred tax origination and
reversal of temporary differences - (7,983)
Income tax expense /(Income) 41 (7,847)
Reconciliation of effective tax rate
Profit before taxation (226,312) (101,006)
Theoretical tax charge at the effective
statutory tax rate (16%) (36,210) (16,161)
Tax effect of items which are not deductible
or assessable for taxation purposes 36,169 8,314
Tax expense 41) (7,847)
The movement on the deferred tax account is as follows:
At 1 January - 7,983
Expense/(revenue) for the year i\»}\x - (7,983)
At 31 December N\ - -
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12. OTHER OPERATING COSTS

Year ended Year ended

31 December 2008 31 December 2007

Third parties services 43,362 42,666
Maintenance and repairs 23,877 37,191
Transportation costs 52,917 41,201
Advertising and promotion 13,131 12,462
Bank commission and others 8,681 12,970
Rent and insurance , 9,695 12,204
Taxes and assimilated 3,343 4,195
Loss on disposal of fixed assets 2,523 863
Commissions and fees 7,203 7,754
Other operational expenses & penalties 22,906 9,301
Net provision for other receivables and inventories 18,773 2,642
Trade receivables written-off 4,963 7,076
Other 875 1,201
Total 212,249 191,726

In 2008, the Group received penalty invoices from Arpechim - supplier of raw materials - for debt not paid in due
time. Also, in 2008, the Group received fines from Romanian Water National Administration for discharge of
residual water in Olt river.
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