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Independent Auditors’ Report
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Tir the Sharehokisrs and "||.'.|I'I:IE-I;'I1'Ir':r!r et bz F'.nnrg'_\-.' ':-:u1'|1n1':|u'.-:.-|:|_|'5|.':

We have andired the aceompanying financial staterments of Fosovo Exergy Corporation J50 M'the
Corpany™), which compeize the stazement of financial position as ar 31 [2ecember 2015, and the
wtatermenT of |:|:::n|:'.1'|."!|E|1e-:i.'-.'|.. 19103, Silerent Gk ::':uu:{r.\-:b i eouisy and sratement of cash flows for
the TORD then eoded, and a SIEIMALY of siEmﬁm Rt s-!'l.'r:ﬂlr&l:inEr ™ shicses wad aither .::-.]‘:la:m:a:-q

irrfuimration.

fanagensnt s resoonaoility for fnanciel shatements

i'l.]an.'-ll.':_\-:rnn:-n_r 15 fe_npu:.ﬂs:.hh;‘. F-.-.ur r|:n;= [preparatoen and tuzr I.!m-.ienl.ui".-'_ln of thize finanoal smatements
in aceoedance with Inteenational Financil Reporting Standards, and for such mtestal conwel as
TEnagrnenr determines s noecassary i enable the prepasition of fnsncal staeements thaz are Free
Fronn mseeial messrarement, whether doe o mraond ar error,

Andtar's responsionity

e pespansibiliey 15 to express sn opinion an these firanoal stnecocnls besed wmote aodin We
condincied cur andit @ scoordance wirh Inrerrarcnal Soadards oa Aoditiog, Theee seaadard s coguiee
tha: we eamply with ethical requirements and plan and perfumn the audic 10 obian reasonable
assurance ahont whether the finanezal statements aze free from mazenal misstatement.

Ao andst invohre: performing procedures to b gedic evidence about the amecenis amch chiselosies
i the fuancial staements. The ]:\-r\-:'-c'rh:h'.n:'.-c selecied "jtllf.‘l!l.] o thee audinos's pdgement, iﬂi'.|LL|1'il'lg the
assesstiear of the ks of matens] misstatement of the fAroesd stacices, whether doe o frand or
errir. Ta makdug those risk ssscsamenrz, the andiror considers internnl coniol celevant 1o e enoty s
prepazation and Gdr preseoiaton of the finanaal stanements in ozdes o dessme audil preocedores thar
are u.pp:-::rpl:i.;m_' i e crredimstances, bt itar foe the P of ENTANESEULE L uasirar o the
effectrreness of the entny’s mieenal conmel, An sudic also inslades evaluating the appropriateness of
accounting pobicles used and e reasnnabloness of sccolaing ssimates made by the management,
as well ag svpheaning thie nverall presentaticn of the financial starements

Woo heliore that the andir svdence we have olvained = sufficient anid :I]_'I?'I:I:E:nrill.-: WO pECvie A hasis

for onz audic opmian.
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n our opdneon the Geageial statements present fairly, in all marenal zespects, the Anancial positon

of the Company as at December 31, 2015, aud of is Aaancia] performance and i cash fows fos

the veae then ended n aecordance with the Innanadona] Foancial Reporriag Standards.

Vimibeiis af Jilattees

W doer attention oo the Following:

L

g

Az discussed m Mot E.."l, the AT OY IO finaneial smatements have hesn IJL'E]_J!IIEIJ an the
assurnprion thar the Company will connanue as o going-condectt, The Company incumed »
positive gt resnlt for the year ended [December 31, 2015 of EUR 6,688 thovsand, resalting 1n
reductca of zecumalaed losses o FUR AT4510 as of December 21, 2015, Despite rhe fact
that the CZompany has sepored an npertiona prod fo 4 aumber of years, the Compary is
5l :|L]:~;."|:|li-:‘:|.'|[ i I-':“ﬂ.'?\. TCIml i'ulanv:mg |'.I:F the Gowvernmnil ol F'..t_pl.'lbl.i:!: af Sasorn as deonsosd
i Mare 12, Furthermone the Camapusy’s lutoee vabiliey is also depeodenc on the
detestuination of tantfs that i will sell fhe produced ewergy 1o the destibutor,

Further to pacageaph | abowve, wor note that eleciricly poce is tegulzted by the Energs
Regulatary Office, An impairment analysis on the cacmyang valees of propery, plant and
squipment 15 not caried oot by the Company due 1o unprediciable fumee meome smeam.
However snunapeeat of the Company helieves therd is mn sipificant #isk of smpamment
g_i.w'rl the rﬂ_:;q]m.ul |::~:|:i.u-_'.- anpd the supporct of the Gowernment of R¢|.'ll1|:r]j.t af Fonsnwn.

As eaphined in Note 5 w0 the aoovnpagring fnancl statements, meluded i the Taod.
buikiiages and equipmert are cestaia assers, whick an: umder the comzl ar the Company: bl
for which the Company docs not possess the appropeiue cwaezihip documenmtion. The
Liompany 1 it process of obraining properi deeds, however the tming and the ourcoms o
the process cannoe he derermned with aay seasonable aconraey, ar chis stage

s disclosed in Note 14 w0 the accomparying financial sraremens e Company's activites
jrve e 1o the need of signrhicant funine costs selated w0 crrvivonmental damage and
-ﬁrﬂ':mrnir:ﬁin::-nillg of s |.I}‘."LE: Lerm assors. s ar [ecember ::!'l; A5, the balance of |'|'|"5'|'-'i5'ii'1?'r-|
velansd 1o these envimmamenral costs armnuunts ZUER 22058 thonsand (2004 ZUR 33,2100
thouzand). In sddmon, the Company has disclosed i/ bote 26, estimived decomnsssion coss
which ase st wecopnized a: a lishiiy in the Company’s Smicial STATCIIENTS since if i
n.‘:F.PIC:II.'L"i'.I:II.t |:|_':' e enrrend legmalatiod o cany oot the dectmmassondng el ils agsets, The
ularrare serclemens amount of these prooizicns: 1§ ':l-l.'[!¢l1!'-|l.1'-1r upen prricdii ssesse s of
envirommental mmpacts and futeee chaoges of the legrslannn in nedaton o decommisionng
lzhilines. The acooal amoarnts may minteralle differ 2o Gese estmanes.

by chiselosed in Wooe 26 1o the accompanying financial staiements, te Company’s financal
starcments for the years ended Decanbes 31, 2009 w0 2005 are sahject 1@ nspecten by loezl
tux authorites. The Cempany's managemenr wsed ils beat cstmare and mdgmenr to conply
with the 1 kews inclading the ase of resuls of previous tax nspoctions. | lowever unul e
completon of dw g authorities” mepechion, mx sxpendes, Gabiliics sod preparments as
disclosed in these Eoancial statements may nor be cofsidesed fralized. A provision for
additianal taxes and sevalties. if ary, that may be levied, caonot 5e determuned with any
reasonahbe accuracy, at this stage,

Chur opinicd is not modified ia respect of the martzes as detatled in paragraphs | to v above.
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KOS0V0 ENERGY CORPORATION JLS.C.

Statement of financial position as at December 31, 2%

ASEETS

Mon=turrent assels
Frogerty, plant and aguipmeant
Intangible asseis

Curren assets

Irventaries

Trade avd olher recelvables, net
Income iax receivablas

Cash on hand ard at banks

TOTAL ASSETS

ECQUITY AND LIABILITIES
Sharehaldar's equity
Ehare capital

Fesarves

Agcurmulated {logsas)

Total Shareholder's equity

Liabilities

Mon-current liabiities
Borrowings — norcurrent partsn
Defarsd grans

Provisicns

Defamr=d tax liability

Currank Liabilities
Borrowings = current porfice
Trace znd other payables
Incame tax payacles
Acoruetl sipenses

Tatal linkilities

TOTAL EQUITY AND LIABILITIES

Motes

0
11

12
13
14
25

12
15

16

2015 2014
(in EUR 000} {in EUR 000}
331,306 350,274
32 ED
331,338 350,224
15,850 21,160
21,802 24,627
3,203 3,162

41,121 28,451
85,176 77.430

416,514 427 754
25 26
£S5, 735 58E, 054
(474,310 (481,598
50,850 83,481
189,395 151,862
45,409 B2 583
53225 53 E45
11610 12,401
298,939 30,552
3.085 -
14 081 24,550
1.5356 2,596
7.223 5475
25,725 13,721
325,664 344,273
418,514 427,754

Thess financial statements have been approved for issue on behalf of the Management and

signed an ite behalf on April 21, 2018

hir. &:ben\lﬁju!-:q;a 5
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Ghi}f ancial Dffcer
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The accompanying notes from 1 to 31 form an integral part of these financial statements,



KOSOVO ENERGY CORPORATION JL5.C,
Statement of comprehensive income for the vear ended December 31, 20415

Motes 2018 2014
(in EUR
fin EUR 000) anay
Sales 17 4. 545 128 830
Imeams flom granis 18 7.224 7813
Other income 13 3.160 27,810
154,929 164,353
QOPERATING EXPENSES
Diepreciation and amodization 5,6 (38,581 {41.812)
Btaff costs 20 (a6 425) {47,127
Slectricity and ather utilities 21 (13,033) {14.074)
Maintenzrnce cosls (2,344 [3,288)
Materiale and supplies vo e (B.418)
Lignite rcyalty fee 16 (24 T25) (21,816}
Release offProvision for write down of invertoriss T B51 (B0
Loss fror impairment of receivables g red3) (3E18)
Zhange in provisions 14 314 1,406
Ofther operating expenses 22 (7 623 {7.245)
(144, B12) (1458 532)
Profit from operations 10,017 17821
Finance sxpensel{insome), nel 23 (1A A
Profit before taxation 8,044 17,842
Taxation 24 £1,.355) [2,586)
MWat Profit for the year &, GBE 15,348
Other comprehensive income for the year
ltems that will not be subsaquently reclassifiad
to profit and loss e
Ceferred tax effect on revalsstion of property,
plant and eguipment 25 G681 4 681
Total comprehensive income for the year 7,368 20,007

The accompanying notes from 1 to 31 form an integral part of thase financial atatements.



KOSOV0 ENERGY CORPORATION J.5.0.

Statement of changes in equity for the year ended December 51, 2005

Balanmce as at January 1. 2015
Trargactions with awners
Profit for the year

Crther comprahensive inscme
Tatal comprehanalve Income

Balance ag at December 31, 2015

Balance as at January 1, 2014
Transactions wilh owners

Frofit foi i year

CHver comarebansn inesme
Tatal comprehenslve income
Balancs: as at December 31, 2014

Share Accumuated
capital  Reserves losses) Taotal
[Eurg 000 Euro 000 Euro OO0 Eura 000
25 GRS, 054 {481,683} 33481
- - G688 B, E&8
. 61 - E&1
B8 G688 T.269
25 BG5S, 738 {474.890) 80.850
25 660,393 {496,844} B3.474
- 15,345 16,246
4 BE1 - 4,E61
4,661 15,346 a0.0av
25 565,054 [481,598) 83,481

The accompanying notes from 1 ta 31 form an integral part of these financial statemeants.



KOSOVO ENERGY CORPORATION J5.C,
= Statement of cash flows for the year ended December 31, 2013

2015 2014
¥ Mote {in EUR 000} (in EUR G00)
- Cash lows from operating activities

Profit befors fax B 44 17.842
e Adjustments for nen-cash items:
Ciepraciation and amortization 56 18,587 41,912
™ amartization of grants 18 7224 [v.013)
Intereat income 23 [36] (153}
Interast Expenses 23 2,004 iz
Income from released infesesl payable 19 - (19.986)
Pravision for doubtful debis 8 243 3819
Pravision for environmestal and pension costs 14 {311) (108
Provision for write dewrfback ol inventoriss T {651} 40
Loss on damaged equipment 5.22 4 81
= Progerty. plant and equiprment wrislen off G2 i 59
Profit before changes in operating assets and
llabilities 41,855 35,425
Decrezsaiincraase) n invenlaries 3,081 106
I Decragsai|nereasslin irade and other raceivakias 2282 12, 109]
IncreasedDecrezss) in race and offver payables and
ascrued expenses (3820 {2, BET)
Cash generated from operating activities 37,707 30,535
Interest Recened 35 153
= Interes: Paid i1.500) (32)
Inecme tax paid (2837 -
Met Cash flows from Operating Activitles 33,605 30,656
. Cash flows frorm investing activities
Purchags of pregerty. olant and equipreant B {E1085) (29447,
- Gash used in investing activities _{21,085) (29,447}
Cash flows from financing activities;
Grants rece ved auring the year 13 I |- 4z
- Cash generated from financing activities 160 422
L Net increasel{decrease) in cash equivalents 12,670 1,634
o Gash ang equivalents at the beginning of the year 28,451 26820
. Cash and squivalents at the end of the year B 41,121 28481

The accompanying notes from 1 to 31 form an integral part of these financial statements

&



KOSOVD ENERGY CORPORATION LS.C.
Mates to he financial statements for the year ended December 51, 2015

1. BACKGROUND INFORMATION

Kosove Energy Corporation J.5.C. {the Company” or "KEX") is shareholding Company
incorporated in Mesove and registered with the Kosovo Business Registraticn under Rag Na.
70325380 datea December 27, 2005 The Company wag fransformed into & Jaint Stock
Company (8.0 under United Matian Interim Administration Mission in Kosovo [“URNMIK")
regulation Mo, 2001/6. The sddress of ite regestared haad office is: Mather Teresa Strest Mo,
A5 10 000 Prishting. ¥osowvo.

The Comgany's initial registered capital amounts so Euro 25 thousand. The Company's S0oKs
Fave Been opened as of January 1 2005 based on the Financial Due Diligence Report as at
January *, 20085 by an independent evaluatar.

The Comzany is 100% subsiciary of Kesovo Energy Comporation Holding J.5.C, whwere in
accordance wits Law Mo 03/L-087 dated June 13, 2008 on “Law on Publicly Cwned
Enterprises’, Kosavo Energy Corporation J 5.C. “KEK SH A%, is owned by the Republic of
Hosovo.

The Cemaany's principal activities ane generation and distibubion of eleciricity. mining activities
as axtraction of lignite wsed = its thermal power plants.

The Comoany's current oparatonal stracture consigts of the corporate headguarnsrs and the
following divisions:

- Lignite Preducton Division;
- Electricily Progwection Division - Kosowa 5|
- Electricily Production Divison - Kosawa A

The Licensa of Kosove Energy Corporation - Generafion Divisson (KEX JSC) - TPP Koeova &
for electrizity generation is extended for the period from dih of Octeber 2012 until 4th of
Qctober 2016 (license number ERG  LI_05 / 13_A) from the Energy Regulatory Cffice.

The License of Kosovo Energy Carporation - Generation Division [KEK JSC) - TPP dosova B
far electricty generation is given far the perod from dth of Cctober 2008 unill 4th of October
2025 (license number ZRRE_LI_05/13_B) from the Energy Regulatory Office (ERT).

YWhereas on 23 Decamber 2014 the License of Kosovo Energy Corporation (KEK JSC),
Ceneration Division "TEF Kosova B with icense number ZRRE/LI_C&M 3 _8, s heraby
muodified into *Electricity and Thermal Energy Cogeneration Licensa” by the Energy Repulatery
Office(EROY with all the all other pravisions of the previous icense remain in force.

Kosowa Energy Corporabion [KEK JSC), during Cecamber 2014 started the project for Thermal

Energy Cogereration where the thermal energy is soid to Tenmokos J.5.C. in order to engure of
Reating supply in Prishfing,

The Government of Kosovo decded and begun the privatization process for KEK Distribution
Metwerk and Supply Civisions. Hence, as of May ", 2013, the supply network and distribution
divisgions were no longer oparated by KEK

2. EIGNIFICANT ACCOUNTING POLICIES
2.1 Statement of complianca

These financial statements have beer prapared in acoordance with Internationa! Financial
Reporting Standards (“IFRE"] a5 3sued by Internatianal Accounting Zrandards Board  IASE")

-



KOSV ENERGY CORPORATION JL5.C.
Motes to the financial statements for ihe year ended December 31, 2015

2, SIGHIFIGANT ACCOUNTING POLIZIES {Continuad)
2.2 Basis of preparation

Tnese firancial statements have been prepared on the historical cost basis excapt for the
rE'.'_al_uaﬁ-:m af ::Ertain_ﬁnancial asgets and financial liakilites, 2 explaingd in the accounting
policies below. Historical cogl is generally based on the congideration given in exchanae for an
asgel

2.3 Cioing concern assumpticn
These financial slatements have been prepared on 2 gaing concem basis

In maxmg this assumpbon, managemean: has taken in considaration the fact that the
Cormpany s accumulated losses are stll sigeficant and as at December 31 2015 amount to
EUR 475 million (2014 EUR 481 millicn). However, the Company has genesated profits in
recent years and subsagquent to the unbundling of its Digiribation and Supply divisions, f isno
lenger relying on Government grants to suppor i3 operations.

Dn the other hand, the Company @& elill refving on ong term Government Kans which as
discuzsed in Mote 12 weare regrogramed and the Interes! accroed was forgiven by the
Govemment. Mevertheless the Company's future viabilty 15 also dependent on the
daterrnination of tariffs that it will s2ll the preduced energy to the privele distributor of the
Company,

24 Functionsl Currency

The Company s functional and reparting currency & Eurd (EUR]. where in accordance with the
regulations of the Evropean Monetary Unon and instruclicns isseed by the Central Bank of
Fosowo, the ELR was sdopted as the singls legal curmency in the tamitary of Kesove from
January ©, 2062,

2.5 Faoreign currency transactions

Transactions denomenated in curréncies olher than EUR are recorded at the gschange rale
nding an the ransaciion dale, Exchange differences resulting fram the selilement of
tranzactions dencminated in Surrencies ciheés than ELR are included in the Fil"f.!'fl! OF KEs using
thi axchainge rate raéng an tral date

Manetary assets and liabilities denominated in currencies other than ELIR arg franstated inio
ELUR st the mid-markel exchange rate &t the date of the statement of financial peaition. Foreign
currensy gairs and losses erising from the translation of a3asets and liabilities sre reflectad in
the profit or loss &5 foreign exchange translation gains 655 losses,

26 Froperty, plant and equipment

Hems of propery plant and equipment as at January 1. 2005 are stated 21 desmed cost less
accumulzted degreciation and impakFment, whereas tems of property plant and equiprmant
purchased subsequent to January 1, 2005 are stated at cost less accumulated depreciation

and Impairment, if any,

Cearned cost regresents the initial values of the asseis assessad by the Company with the halp

af an independent consultant a1t tee fime of conversicn from a Corporadicn ta & Jeint Stock
Company as at January 1. 2005

Subsequent costs are included in the assel's carrying amount o recognized as & separate
assel as appropriate, only when it iz probable that future economic benefits associated with the
it will Now 1o Be Company &nd the cost of the lem can b measured reliably, All other
regairs and maintenance are charged to the profit or loss during the financial peried in which
they are incumed,



KOSOY0D ENERGY CORPORATION J.5.C.
Motes Lo the financial statements for the vear ended December 31, 2015

2. SIGHIFICANT ACCOUNTING POLICIES (Continued)

26 Property, plant and equipment [continued)

!_ar'.-:j and forest is camried at deemead cost and is not degreciated. Dapeacistion on ather asssts
ie calculited weing the straighi-line methos to allocate teir 2ost to their residual values over
thelr estinates useful lives, as follows

Land in mines & - &0 years
Buildings 0= 50 years
Industrial Heavy Equipment 10 - 15 years
“iehicles & - T years
Furnsues, fitings and eguipment E-7 years

The agsets residual values and useful lives are reviewsd,. and adjusted if appropriate, 8t each
date of the statement of financial pasiton An assel’s carrying amount is written down
imrrediately to ds recoverable amourt if the asset's carrying amount is grester than its
aslimated racoverable amodnt

Gaine and lozses on dispesals are determined by comparing proceeds with the carmying
amauri Thesa are included in the orafit o loss

7 Intangible assets

Intangiblia assets comprize of licensed computer software These ara initially stated at cost and
subsequenily at their cost less accumulased amartization and accumulatad impairment losses,
it any. &rnorfization is recorded when these asseis are available for use using siraight line
mathod whereby the cost of an intanglkée asset is written off over ite estimated ussful life.

The Compary has recorded the deemed coat of assets on Jandary 1, 2005, on grogs amount
basis, where histerical coste ang impairmeant ars stated separately and effecis of any wile ofs
during e pericds are refiecied accordingly.

2.8 Impalrment of non - financial assels

Aszels that have an indefinite wseful life are not subect to amortization and are tested anrually
far impaiment, Assets that are subject to ameortization ars reviswsd for impairmeant whenaver
auents of changes in circumsiances indicate that the carrying amount may not be mcoverable.
An impairment 105% is recogrzed for the amount oy which the asset's carrying amount excesds
its recoverable amaunt, The recoveradle amount s the higihes of an asset's fair value less cosls
1o sell and valus in uge. For the purposes of gesessing impairment, as521s are greuped at the
‘owest levals for which thers are separately identfiable cash flows (cash-generating unis).
Mesrfnancial assats that suffered impairmert are reviewssd for possible reversal of the
impalnment at each reporting date



KOS0V0 ENERGY CORPORATION LS.C.
Mates t the financial statements for the year ended December 31, 240135

2. BIGNIFICANT ACCOQUNTING POLICIES (Continued)

2.9 Financial instruments

The Company classifies ts investments into the fellawing categories: financial ssaeis af fair
walue thracgh profit or loes, lcans and recelvables, held-to-maturity financia! assets anc
availaole-for-saie financial azsets. The classification depends on the purposs for which the
investments were acquired. Management gatermines the clagsfication of 1% irvesirments 2
initial recognition and re-gvaluates this at every reporting date

Indial recognition and derecogndien

Regular-way purchases and sales of inancial assets are recognized on trade date — tha cate
an which the Corpany commils fo purchase or sell the asset. Financial assets are indtizlly
recognized ai fzir valug plus, in the case of & financial assets not carriad ai fair value throwgh
profit or l2as, transaction ¢osts that are directly atiributable to their acquisiicn. Financial asseats
carried at fair value throwgh profit or Icsses are initizlly recognized at fair value, and transaction
costs are expenzed inthe proflf o loss.

Financial assels are derscognisad whnen the Aghts to recene cash flows from them nave
expired or where thay haws been transferrad and the Company nas also ransfermed
substantially all risks and rewards of cwmarship,

g} Financial asaets ai fair value through prodl and kss

Thie category haa two sub-categories: financial assets held far rading ard those desigrated at
fair vaiue through profit or loss at inceptan. A financial asset s cassiflied into the financial
asests at fair value through profit and loss" category 8 Inceptlon IF acquired princ pally for the
purgsnse of selling in the shor term, f it farme par of @ pordfolle of financial assets inwhich
there is evidence of short term profit-taking, or if s desigreted oy management, Finansial
assets st fair value through proft or loes ere subaecuently camed at fair value. Rezlissd and
unrgalised gains and losses arising from changes in tha fair value of the financial asests at fair
valle thraugh profit or loss’ category arg included in the geofit or 1055 in the periad in which they
anse. Tha Company has no assets dassinad in this catagary,

D) Loans and reécenables

Loans ang receivables are non-cernvative finarcia! assets with fimed or determinable paymsnts
that are ret quoted in 80 astive markst ather than thase that the Company intends to sell in the
skt berra ar thatl It has desigaated B3 at {alr walue throwoh profit and loss or availakbis for zale.
Loans and recelables are recognizec Indiatly at fair walue and aubsequently measured at
amartized cost using the effective interest mathod, less provision for impairmant. & pravisan o
impairment af leang and receivables s established whans there is objective evidencea that the
Company will not be abile to sodiect all amaunts due accarding to their ariginal terms.

Trade receivables are classifisd in this category. Thiy ard rescgnized initlally al fair value and
subsequenily maasured at recoverable amounts, lees pravision far impalrment. A provisios for
impairment af trade receivables is established when there is chjectve evidenca that the
Gompany willnot be able to coilect all amounis due according to the criginal terms of the
receivablas. Significant financial dficulties of the debtar, probakifity that the debtor will enter
bankrupiey or financial rearganization, and default or delinguency in payments (more than 30
cays averdue) are considered indicators that the trade receivable is irmpaired



KOOSOV ENFRGY CORPORATION J.8.C.
Modes 0 the Onanvial statemends for the year ended December 31, 2015

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

z9 Fimancial Instruments [continued)

ki Lgans and receivables

The carrying amount of the 2sset i3 reduced throwgh the use of an allowance account, and the
ameount of the less 13 recegnized in the profit or loss. When a frade receivahble is uncollectble, it
i% writker off againet the sllowance acoolunt for rade receivabies, Subsequent recoveries of
amounts previcusly writtien off are creaied to the prafi ar loss.

(g} Held-to-rmaturity financia’ aasets

Held-to-rmaturity financel assels are ron:derivalive financial assets with fizad or detarminable
payments and fixed maturities olher thar those that meet the definition of loans and recevables
that the Company's management has the pasitive intention and akility 1o hold 1o maturity.
Thees ansels ars recognized inftially at fair value and subsequently measured at amoriized
coat using the effective interest methed, less provision for impairment. & provision for
impairment of debt securities held to maturity is established when there is chjective avidance
that tha Company will not be able to colfieet all amourts due accesding ta their ariginal berms,

il Ayailable-for-gale financial asssts

Available-for-zale financial assels are non-cerivative financial assets that are either designates
in this categary of not clagsified in any of the ather categories. Available-for-sale fimancial
azsets and are subsequerdy carried at fair value. Unrealised gaing and laesas arising from
changas in the fair vadue of nan-moneiary securities classified as availabie for sale are
recagnized in equity. When securties classified as available for sals are soid or impaired, the
acoumulited fair value adjusimants are included in the prafit or loss as net realized
gainslosses on financlal assels, Interes! an available-for-sale securities calculated wging the
effective intareat method is recognized in the pralit or less, Dividends on avallaple-for-sale
aquily insruments are recognized nthe profit or loss when the Company's raht to receive
payments is cslabdished  Both are ncluded in the investmeni income line. The Company has
no asssta daszaified in this category

Fair Valuss

The fair yalues of qunted invesimearts are based an currerd bid prir:H. I the market fora
financial assel is mol active, he Company astablishes far vales Dy using valuaticn lechnigues,
These inziude the use of recent arm's length transactions, referenss o other instrurments that
are subsantially the same, discounted cash flow analysis eto.



EOSOVO ENERGY CORPORATION J.S.C.
Moles o the financial statements far the vear ended December 31, 2015

2. SIGKIFICANT ACCOUNTING POLICIES (Continued)

240  Inventories

Materlals, apare parts and consumables, prncipally relats 1o power plant, transmission and
distrioution network maintenance; and are valued a1 the kwear of cost and net reafizable vale.
Cosl is determined using the weighted average method and includes expenditures incurred in
acquiring) the inventories and bringng them to their present location and condition. Net
realizablz walue is the estmates selling price in the arginary course of business, less applicabés
varfable selling expenses. Materials and spare parts are expensed or capitalized to plant, as
approprigte, when installed. & provizion for stlow moving and obsolete inventaries (exciuding
coal and fuel) is recognized inthe orofit or loss, based on the managemsent begl sxlimate.

Lignite: The Company extracts 15 ooal, which is used in the produclion process for the
generation of electricity at its thermal posver plants, from the twe mines it operates. Lignite
stocxs are stated al cosl, which Genprises dirgct Sosts of exiraction and an gopropriste portian
of those overheads that have been incurred in axtracting 1.

211 Cash and cash equivalents

Cash and cash equivalents comarize zash an hang and wih banks. For cash flow purposes
cash and cash eguivalents represent cash on hand anc unresticted deposiis &t banks with a
rmaturity geriod of three monlhs or lgas.

212 Borrowings

Bomowings represent the loans obtained from financial and government instibtions and are
measurad at thair fair valus at the time of initia! recognition, B2ing the falr valus of the
coensideration reseived not of the transaction costs incurred. Subsequent io initial recognizion
Domowangs ane sscoqnized al amorlzed cost using the effectise interes! rate metsod

Borfoding costs that are directly atirioutable to the acquisition, constniction or produdtion of a
cualifying asest are recognized as part of the cost of that assel. All other borrowing costs are
recoanized as an expense in the pericd ir which it incurs.

213  Trade and other payables

Lizhbilities for trade and other amounis payable sre measunsd &t cost which is the fair value of
the considaration io ba paid in the future for goods and services received whethar bilked {o the
Carmpany of nol.

214  Fetirement benefit costs

The Cammpany makes no provision 2nd has mo obligaticn far employess panshons cver and
gbowe the contributicns peid nte the Kosovo Penaicn Saving Trus: (KPET)

2.15  Taxation

Taxebon has been proveded for inthe finencial stalements in accordance with Kosovo tax
regulations in force from 01 Sepiember 2015, Law no 05L -020 "On Corperate Income Tax"
The income tax charge in the predit o lags for the year comprises cument tax and changes in
deferred lax. Surrent fax is calculated on the basis of th= expacied taxeble profit for the year
using the kax rates in force at the date of the statement of financial position. Tazakée profit
differs from profit &8 reportad in the profic or loss becausa it excludes items of ncome or
expenss that are taxable or deductible in ather years and it furher excludegs ibgms that are
never tanable or deductible. Taxes other than income taxes are reconded within cperating

CRpENEEh,



EKOSOV0 ENERGY CORPORATION LS.C.
Motes to the financial statements for the year ended December 31, 2005

2. SIGHIFICANT ACCOUNTING POLICIES (Continued)

Dusberred bax & rechgrized on differestes bablean e SEmng amounts of aszails and liakdlites
in T financial stalements and the corresponding f2x base used in the compuiation of axakie
prfit and are accounied for uging the balance sheet method. Ceferred tax labllities are
gererally recognized fior all taxable temonrary differences and defamed tax assels ars
recognized to the extent that 118 prodabls that taxalkis profits will be avaiizble against which
deduslil e temporary differences can be utilized.

The carrying armaur of delered Bx asesls is reviewed al gach date of the statement af
fimancial pesiticn and reduced to the extznt that it is no langer probable that sufficiant taxable
profits will be awailaible to aliow all or part of the assst to b= recovered.

Deferred tax is caloulated at the fax rates that are expected o apgly in the pericd when the
liakiEty iz setlled or the assel reallzed. Deferred tax 15 charged or eredited 1o profit or loss,
axcent whes i relatas i ilems charged or eradited dirgelly 1o eguity ke previously revalued
PPE trezied as deemed cost o transition to IFRS, in which case the deferred tax 5 also deall
with in equity. Subsequant measuramant to the deferred tax liakility |15 also accounied In equity
as alher comprehensive incorms

Deferred tax assets and lizbilities are offeet when there is a legally enforceable right to offzet
current 1Ay aseels against current tax Habilities and whan thay relabe to ineomes aees lavied by
the same baxation autharity 2o the Company infends o setlie ils current tax 2gsets and
labliles on @ net base,

216 Hevenue racognition

Rewvenue from sale of electriciy is racognized when slecinicity % supplied to customers, Billings
for efeciricity sale are made every manth within the frst few days of Ihe menth follewing the
manth im which the sepply of slectricity was performed,

21T Government grania

Govemmert grants are ned recopnised undil there is reasonalle assurance that the Company
will camply with the conditions attaching to them and that the grants will be received

Sovernmert grants whose primary condition i that the Company should purchase, construct ar
alhenwiss acguire non-curment 28seis are recognised as deferred income in the glatement of
financial position and ransferred o the peofil or loss on a systematic and ralicnal basis over (he
deeful lives of the relaled assets

Additicnally the company receives government grants for purchase of sleciricly when needed.
The company defars such grants undil the purchase glestricty hes been delvered and invoiced
io tha subscribers, which normally oeours within the year,

218  Provislons

& provision is recognized when the Gompany has a present abligation as a resul: of a past
event and H is probakde that an outhiow of resources embodying economic benefits will be
required to setlle the okiigation, and a reliable estimate can be mads of the armount of the
obligafica. Provisions are réviewed a1 each date of the siaternent of financial positicn and
adjusted to reflect the currenl best estimats, Where the affect of the time value of mongy |
materizl, the amount of provision is the presen; vakue af the expenciiures expected to ba
requirad to setls the obdigation.

218 Ralated parties

Related narties are those whers one of the partes is controllec by the other or bas signidican?
influence in making financial or business decisions of the other party.



KOOSOV ENERGY CORPORATION 1L5.C,
Motes to the financial statements for the year ended December 31, 2005

2. SIGHIFICANT ACCOUNTING POLICIES {Continuad)

220 Commitments and contingenciss

C.ontingent liabilities are not recoanized in the financial statement=. A centingent labllity s
disclosed unless the poseibility of 2n outilow of rescurces embodying sconomic benalils 15
remode. A contngen: asset is not recagnized in the financial etslemerts but di=closed when an
inflew of econamic benefits iz probakle. The amount of 3 contingent loss is recognized a5 a
provision if it is probable that future events will confirm that, a liabildy incorred as at the date of
the siatement of financal posdicn and & reasonable estimate of the amount of the resulting less
can be made.

2.21. Evants after reporing date

Foat-year-end events that provide addificnal information abeut a Comaany's posiicn a1 the
slatement of irancial position date [adjusting events) are refiscied in the financial satemants.
Post-year-end events that are nat adjusting events are disclosed in the notes whan material

3 Critlcal judgments in applying the GCompany's accounting policies

There ara no crifical jucgements, apart frorm these involving estimations (see 3.1 below), that
tha management hawe made in the process of applyng the Company's accounting polices and
that hawve the signdficant effect on the amounts recognisad in these inancial sialements

aA Key sources of estimation uncertainty

The following are the key assumpiions concerning the fubure, and other key sources of
estimaticn uncertainty 2t the and of the reporting pericd, that hayve a significant risk of causing a
material adjustment to the carmying of the assets and liabllities within the next financial year.

irpmakmment g Lasiul ves of property, plant and equipeent

As described in note 2.6 above, the Company reviews the estimated useful ives of property,
piant and equipmant ai the end of sach reparting peried. Any change in continued use of
properiies or other facior may impact the useful lives of assets and accordingiy may
significantly changs the carmying amount of those assets.

The camying amount of property. plant and equipment (3 dependent upon tha decisions of the
independent energy regulator of Kasove on determination of energy farffs. Fulere changes in
the level of tarifis may have sighificard impact on the carrying amount of the Company's asasts.

Frowisiod of receivainias and nvamoriss

In normal course of business, the Company makes astimation far recovery and realisation of
receivables and invenicries respectively, Based on this sssessment, managemeant recerds an
appropriata provision far impairment of recevables and write-down of inventaries. Actual
psults meay differ from estimation.

Azsgsarngit of el oRses

In normel courss of business, the Company makes estmation for setilement amounts of legal
cases as guided by the legal counsel of the Company. 2n the Basis of this gslimation, the
Company accordingly records the pravigions, if any, or discloses the contingent Lability. Actual
results may diffar from estimatian

Azepssmont far snwimamental, decommissioning and oiher relarned matiers

Currently these is no binding legal requirarnent for snviranmental, decommissioning and cther
related provisicns i Kesovo, The Company regularly peslorms its internal assessments for such
provisicrs and recognizes them depending on the naturs and crcumstancas around fhose
provisiars. Depanding an the nature and size of the operatiang of the Company in future and
further on any possible change in legal framework in Kosova, aclug results may differ from the
asesagrrants of tha Company,



KOOSOV ENERGY CORPORATION LS.C.
Mtes 1o the Ninaneial statements for the vear ended December 31, 2015

4. Changes in accounting policies and disclosures

a) Mew and ravisad standards that ara effective for annual pericds baginning on or after
1 January 2015

Defined Benefit Fians: Employvee Coniributions’ (&mendmenis o 145 18) carme into mandatary

effect for the first tme i 2015 but the Company had the chance to early adopt these

Amendrrents in 2014, The amendments 1o IFRSs hat became mandaloily efective in 2015

R o impact an the Company's femancial results or position. Accordingly. the Company has

nol made changes ko ds actounting policies im 2015

{+1] Standards, amendments and interpretations to existing standards that ars not
yat effective and hawve not been adopted early by the Company

Al the date of authorisation of these finansial staiements, certain new standards, and

amendmants to existing standards hawve been puklishad by the |ASE that are not yet effective,

and have nol been gdopled eary by the Company Infarmation ar those expected fo he

relevant w0 the Company's firancial s:@ements is provided below.

Managernent anficipates that all relevant pronouncements will be adopted in the Companies

accounting paolicies for the first period beginming after the effective date of the pronouncement,

Mewe stamdarde, interprefatiors anc amerdrents not either adooted or listed below ars not

sxpectec 1o have a matzrial impact on the Cormpany's financisl atstemsnts

IFRE % ‘Financial Instruments® (2014}

The IAZE recenlly released IFRS 2 Financial Instrumenis’ (2014}, representing the completion
of ita precect to replace |AS 28 Financial Instruments; Recognition and Measuremant'. Tha naw
standard Inboduces axlensive changes to 145 38's guidance an the claaaification and
measunament of financial assets and infroduces 3 new ‘expected credit loss’ madel for the
impairrnent of financial azzetz. IFRE 9 aleo provices new quidance on the appheation of hedgs
aecounfing, The Company's management has vel 1o assess the impact of IFRES 9 on these
financial statements. The new standacd @ required to be spplied for annual reportng periods
beginning an ar aler 1 Janwary 2076,

IFRS 15 'Revenue from Contracts with Customers

IFRS 15 presents new raquirements for the recognition of revenue, replasing 1AS 18 ‘Revenue’,
145 11 'Conatructon Contracis’, and severa! revenue-related Interpretatons. The new stancard
establishzs & control-based revenue recognticn madel and provides adciional guicances n
many areas not sovered in detail under existing IFRSs, including how o account for
arrangements with mulliple peformance obligalions, varable pricing, customer refund rights,
suppar repurchase options, and oither commaon complexibes. IFRS 15 iz effective for reporiing
perads Deginning on or ater 1 January 2017, The Company’'s managamant has assessad (he
impact of IFRE 15 on these financial statemants

Amendments to IFRS 11 Joint Arrangements

Thesa armendments provide guidance on the acceunting for acquesiicns of imterests in joint
operations constitubng 3 business. The amendments réquire ail such transactions to be
secountad for using the grinciples on business combinalions sccounting bn IFRS 3 ‘Susnass
Combinafions’ and other IFRSs excep: where those principles conflict with IFRS 11,
Acguisitions of interasts in joint veniures are not impacted Dy this new gukiance

The amendments are effective for reporting pesiods beginning on or after 1 January 2096, The
Company 3 management has assessed the impact of IFRE 11 an these financial satements
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EOSOYVD ENERGY CORPORATION J.5.C.
Noles (o the financial statements for the year ended December 31, 2015

5.1 Accidental damago

Oin June & 2014 the electralysis wnit of power plant Kosowo A (TSR, suffersd from aosidental
malerial damage that caused unil A4 and A5 of the plant 1o drop from system, while unid A3
was disconnecied according to the procedures manual. Unit A4 and AS was sent o immediate
capitzl overhaul. The Company nes mads aasessment of the damage incurred, based on which
darmaged assels were removed from the accounts. Ther net carrying value amount ELR 881
thousand and was charged agsinst current profit and loes (see Mole 223,

5.2 Froperty, plant and eqguipment written off

During 2015 the Company wrote off against cursant peofit and loss, iems of properly, plant and
equipment net carrying value of which amournt EUR 484 thouwsand (2014 EUR S8 thousand)
{zee Moie 22].

BE. INTANGIELE ASSETS

The irtangibie assets in the statemen: of financial position are analyzed &3 follows:

Soltware

iy EUR D0d)
Cost/deamad cost:
Balan:e as at January 1, 2014 248
Additiens dunng the year -
Transfers -
Wirite off L1
Balance as at December 31, 2014 2_31
Additiens durng the vear -
Tranzfare -
Wirile: off -
Balanca as at Decembar 31, 2045 232
Accumulated amortization:
Balarce as at January 71, 2014 178
Arrartization for the year 17
Write off (R A
Balance as at December 31, 2014 1&
Arnortizeton for the year 18
Wit off =
Balance as at Decembar 31, 2015 200
Met book value as at December 31, 2014 50
Mat baok value as at December 31, 2015 3z




KOS0Y0 ENERGY CORPORATION L8.C.

Motes to the financial statements for the year ended December 31, 2005

7. INVENTORIES

The inventaries in the staterrent of firancial position are anzslyzed as follows:

2015 2014
fin EUR 000) {im ELR 000}
hatzrials and consumak es 31,161 32,054
Lignits 3.741 £,143
Fuel 1.741 1,388
Spare parts 10,781 10,584
Qthara 10,378 19,320
5T.B04 60,395
Provdision for obsolete Inveriones 3B,854) (39 P05
1B,550 21,180
Movements in inveniory provision account sre presented as fol ows
2015 2014
{in ELIR 004} fin EUE 000)
Balance at 1 January (35, 705) {39,065]
Ralsass/(Charge) for the Penod 851 {540)
Balance at 31 December 138,854} {38.705)
8. TRADE AMD OTHER RECEIVABLES
The trado roceivables in e statement of faancial position are analyzed as follows!
2015 2014
{im ELUR 000} (in ELR 000}
Trade recaivablas:
Lacal customers 4B 282 g4 53
Foreign customers 3,974 &, 744
50,236 47 837
Prowision for bad debts (31,4675 (32,147)
18, Tah 15,680
Other re-caivables: ;
Advances ta suppliers E'E"E E.x}a?
Other recevables — 2,705 3,103
4,654 8,635
Prowigion for other receivables and advances (1,521 =
Total other recelvables 3133 B837
Tatal 21,8902 24 62T

14



EKOSOW0D ENERGY CORPORATION J.5.0.
Motes to the financial statements for the vear ended December 31, 2013

E TRADE AND OTHER RECEIVABLES (CONTINUED)

Mevemeants in Provision for bad debis and other recelvables are shown 35 follows:

2015 2014

{in EUR 004} {in ELR 00a)

Balance at 1 January (32,745 V23,158)
Reclassided from provisions (g2 Nete 14) : {5, B58)
Charge far the Peried [243) 12,610
Balance 3t 31 Decamber {3d,588) (3, 74E)

Subsaguent 13 the ransfer of the Distribution and Supply divisions. KEK eniered ints an
agreement with KEDS to aasign to KEDS the collection of autstanding receivables and KEK
Fas written off all the amounts receivabie from individual and commercial slignts, which ware
already fully provicled for, The Gross amount of thess receivables on the date of fransfer was
Ewr 416 millicn arnd the balance as at Decembar 31, 2015 is 403 milkon [2014: EUR 404

rmillice).

Frowisions are created for the folowing bad dests

2015 2014
{in EUR 000} {in ELUR 000)
kKeds J50 27T 20 tan
Trepca 20085 5,605
Ferranie 745 748
Provision for EFS Serbia ana Kesh - Albaniay =
Exports 31743 3,743
Termokn: - a5
Costurners 194 358
L . STAGT 33,147
Rima Enginearing 184 188
Wikbrem 193 83
Alstam 285 -
Oiher Costumers B35 207
1,521 HOg
Balance at 21 Decambar 32,988 12,745
9, CAZH ON HAMD AND AT BANKS
2015 2014
{in EUR 000) [im ELIR 000}
Current accounis with banks 41,118 28450
Cash on hand 3 1
41 121 28 451

Current Becounts with banks tear interest in the range of 0.022% per annum (20°74; 0.43% o
0.57% per 2nnum). The fair value of cash at banks and on hand is Eurg 41,121 thewsand

(2074: Eurn 28,451 thousand).



KOS ENERGY CORPORATION L5.C,
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10. SHARE CAPITAL

Az al December 31, 2015 and according bo the Business Regisiraticn issued by the Kosows
Business Registration Agency under Business Reg, Mo, 70325330, total subscrived capital
amounts fo ELIR 25 thousand (2014, same), It comprises of 25 000 ordinary shares at 1 (ong)
EUR por share. The Cempany's sode sharsholdsr & Government of Kosevo.

11. RELERVES

Reseryes, whicn at 31 Decembear 2015 amount to ELIR 565,735 thausand (2014: ELIR 555 054
{hiGugandd) have besn initially accountss for in the Comaeny's booxs as diffzrence between the
cegistered share capital and the value of the Company's net assets as determined by
independent valuaticn at the date of ils incorporation a5 JSC (January 1, 2005). Thesa
reserves ars remaved on the dispossl of the relaled asssis, Further these reserves ans nal
avalahle for distribution to shareholder,

Feserves also include the deferres tax effect releass of deferred tax lability) initially created
Eased on the revaluation of proparty, plant anc eguipmeant upon transition o IFRS {zee bote
28,

12 BORROWINGS

The Company has reczived iong-term & short t2rm leans from the Government of Reoublic of
Kosova, 3: follows:

2015 2044
fin EUR {in EUR
00d) aoa)

Mon—current portion
Interast bearing loan from Winlstry of Finanse 1858358 161 582
189,395 191,852

Currend particon

Interegl beanng loan from Malstry of Finanse 2,557 =

Apcrued Interesi ana %
3065 =

Tatal hﬂ:lFﬂWH‘IER 162, 460 181,852

Governmant loans:

On 08 aprd 2015 the Governmeant of Repubie of Hosows represented by the Ministry of
Finance nas decided to redesign the KEK loans and reamange them in two Bans. With the
Fame agreement and the decision of tha Govarnment of Republic of Kosova dated 24 March
2015, ther accrued mterest up to 371 of December 2014 was forgiven, Income relegsesd based on
this decision amounts EUR 13,938 thousand and is recognizad in the current profit and loss
(s Mot 14),

The firgl lean in amsunt of EUR 185 387 thougand is for Mines and the principal and interes
are repavable in 18 vears in 36 egual instaiments except for the first interes! payment of EUR
1,600 thougsand which i payabde on 15 Ocleber 2018, The pringipel end interest are payable
stzrting from 15 Coiober 2017 and camies interest a: tha rate of 2.5% p.a at mazimum, The
lzsn iz secured against pledge of company s proparty plant and equipment (sse Nabe 3,

The second loan m amount of EUR 28 565 thouszand is for gengration and the pringipal and
inferes! gre repayable in 8 vears in 18 equal installments starting from 18 April 2018 and carries
interest st the rate of 2.5% p.a at maximum. The loan is secured agains! plecae of company's'
propeny plant and equipment (ses Note 5).
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12 BORROWINGS (CONTINUED)
Tha repaymeni plan of the loans is as follaws:

Total in

EUR

00y

Within 12 maonths 3,065

2017 E718

2018 10,878

2018 10,878
Adter 2018 ABG.IET

183,460

13. DEFERRED GRANTS

The Gompany has received vanous grents from the Government of Republic of Kosove as
follows:

2015 2014
{in EUR {in EUR

17171 I— ]|
A% at Jamwary 1, 52,562 80,054
Grants received duaring the year 1860 422
Amortized during the year (Nate 18} {7, 224) {75135

Balance as al December 31, 45,484 52 563

e
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Legal provision,
% at Dacember 31, 2015, the Cormpany has reasssssed the possible impact of sourt cases.

The Company beteves that the amount of EUR 18,331 thousand iDecamber 31, 2014; EUR
18,372 thousand) is & besl estimate for any probable cutflow of cash.

Sl persion Drovisi

Staff provision relates to cerain number of ex-employses with whom the Company had ssnvice
contracls specifying the pest-employment benefits owing o cerldin corddibons. The Company
recorded this provision Based on the recent decision by the Constiutional Sourt, wherey the
Court refarred to the Supreme Court o revisit its previcus decision in the light of constiuticnal
rights of employees. In prior years, the Company stopped making such contracis and ullimaialy
atopgsd making swech payments. During 2007 based on the Supseme Sourt's decislen in Tavaur
af the Cempany, the Company removed the pravision from Its books

16. TRAJE AND OTHER PAYABLES

Trage pavakéss arg non-inberBest bearing liabilities with cormestic and foreign suppisrs and ars
narmally seitled on a pariad ranging from 30 days to 180 days.

2015 2014
[in EUR fin EUR
0oo) 000}
Trads Creditors
Creditor
Local suppliars 5550 12,578
Fareign suppliess 2 6Rs 3,483
9,084 16,068
Other current payables
Salaries lo employess 4,053 4,055
Cusiomars advances 208 a67
VAT 512 3476
Other payables p— | 54 175
4,557 8.581
14,081 24,650

16 ACCRUED EXPENSES

Accrued experses as shown in the statement of financel postion are further analyvzed as
Toflowe:

2015 2014

tin ELUR [in EUR

aao) ona)

Lignita royaly fee G353 B. 162
Oithar acorued expenses 270 3

7223 __6AT5

Ligrnite royalty fee resresents rovaliies pald in connection with the mining activibes of the
Cormpany for extractian of lignite used in the power plants. The royally tax 15 Euro 3ton in 2015
[2014: Eura Fical,

Tolal royaity fee charged in current profit and loss for the vear ended 31 December 2013
armzurts to EUR 24,725 thousand (2014 ELIR 21 516 thousand).
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17. BALES

The Company's sales are compased as llows!

Year ended Year ended
M Decembear 3 Decombar
2018 2014
{im ELUR 000} tin EUR (00)

Sale of glectricity
Domestis: and Industdal cestormers 137 976 122,359
Houszsshalds A 1,479
Export of elactricity 1,654 =11
139,630 124,440

Other sales

Salzs of zoal 3574 744
Cther 1.341 1,445
4,915 4,120
144,545 128,630

Domestc and industrial customsars in 2015 2nd 2014 represent energy scid b KEDS afler the
unkundisg of (he distibution amnd Supply dhision on May 8 2013 The sales of electricy

represen aoiual bilked enargy to the clients.

18, INCCIME FROM GRANTS

tapame fiom grants a8 presented in the Statement of Comprelensive intoms is analyzed as

Tollmws:

Year ended Yaar endad
3 Decambar 3 December
2015 2014
(in EUR 000) jin EUR. 000)

Amortizaton of deferred grants related to
property. olant snd eguipment (Yotwe 13) T 224 7813
7,224 7.813

19. OTHER INCOME

Other income as presented in the Statemert of Comprehensive income s analyzed as follows:

Year ended Year anded

31 December H December

2015 2014

{in EUR 000} {in EUR 0040}

Caollection of cliert receivabies om KEDS 1.224 3,255

Cecragse in environmental provigions 153 1,784

|mecma from rent 40 o6

Imcoms from released interest payatds 1% QRS
(Moke 12 E ;

Qther income 1.738 2 TET

3,160 2T 810

With the agreement signea between the Ministy of Finance of the Republic of Kosovo and the
Company for raprograming the loans{see Note 12) the acorued nterest up to 21 December
2014 was forgiven and the Cormpany haa accounted the amount of ELIR 18 886 thousand as

cither income (Mawe 12,
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20. STAFF COSTS

Staff costs presented in the Staternent of Comprenensive income is analyzed as follows:

Year ended
41 Decamber
2015

{in ELUR 000)

Year ended
31 Decemibser
2014

(in EUR 000)

Salaries, net 40,100 37,847
Pensicn confributicns and
persanal income taxes 7 544 7407
Ciher mandatory slicwances 1 681 2072
49,425 47,127
21. ELECTRICITY AND OTHER UTILITIES
Year ended Yoear endad
31 Drecembsar 31 December
2015 2014
[in EUR Q000 {in ELIR DOQ)
Fual T.23% B, 754
Tramemizssion of electricity 4. 420 2417
Gas and water T35 BG4
Exchangs of alecincity B4 art
Elesdricity purchazas . 3271
13,033 14,074
22, OTHER QPERATING EXPEMNSES
Year ended Year ended
31 December 3 December
2015 2014
{in EUR 000) [im EUIR Q04)
Irsurance sgpenses 2.063 1642
Mon-procuction expenses 1,081 TG
Lieensas 725 LT
Transpor serviees 127 140
Lose from write of off preperty, plant
and equiprment (MNale 3; 454 k]
Losa on damaged propery, slant
and equipment [MNote 5 - B 1
Oithar 3,184 3,384
T 825 7,245
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23. FINANCIAL INCOME/EXPENSES NET

Year ended Year endad
3 December 3 December
2015 2014
(in EUR 000) {in ELIR O04)
Inferset income 35 153
Inigres {expense} on borrowings and delayed
payments 2, 00E) (4]
Financial income/charges), net {1,873} 121
24, TAXATION
Yearended Yaar emded
31 Decamber 1 Decamber
2015 2014
{in EUR 0{00) {in EUR 000)
Profit before taxstion B Q4 17542
Adwsime nfs for fax purooses.
Cepracaton So1E -
Loss oxponses tapldlized (77
Ciher espanses - 223
Loss on damaged #ssels =13
Frofit before utilization of tax
[lossas) 13,563 26,68
Tax (losses) brought forwara - (40T
Taxable Profit 13,562 25,9481
Income tax expensze for the year 1,558 2,598

According bo the Corporate mcome Law ne 05/ -023 entered into foree commencing or 01
Septembar 2015, the Company is required to pay income tax at a rate of 10% an the laxables
orafit, as calculsted inthe annual Income Tax Retum Sftatement. In accecdance with neey Law,
tax losges may be camied forwand 1o be aet off during the next six years fallowing the year in

which the tax loss was incumad.

The Company’s finangizl statements for the years ended December 27, 2008, 2010, 2011,
2012, 2013, 2014 and 2015 sre aubject to inspaction by local ax authorilies. Financial

stataments of e Company for 2005 to 2003 were already inapected oy Lex authortas, wWhena
2008 repart is yet to be issusd. The Company s management used its best estimate and
judgmend to comply ‘with the tax laws including the use of results of previous t2x inspections.
Owing te use of judgment in complying with certain requiremnents of t2x lews a7d daperding on
the tax authorities’ assassment, income tax expense far the year ended December 31, 2015
may differ signifcantly compared to the ome reporied in thass inancial stataments.

25, DEFERRED TAX ASSETS AND LIABILITIES

Deferrad tax lizbilities ralate to itams of property plant and equipmant revalued 22 at January 1.
2005 anc stated at desmed cost less accurulated depreciation and impairmant.



KOS0VO ENERGY CORPORATION J.5.C.
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26 DEFERRED TAX AZSETS AND LIABILITIES {CONTINUED)

Deferrad tax lizbility has been caloulates as fodlows

Year anded Year anded

31 December 31 December

2018 2014

fin EUR 000) {in EUR 000}

Accounting carmylng amaount Jo8. 507 324,368
Tax carrying amount (190.805) {204 459}
Taxable temporary differance 118,102 1a4,808
Deferrad tax lability at 10% 11,810 12491

Total deferred tax labilily rezased through ather comprensnsive income far the year ended 31
December 2015 amounts EUR 681 thousand (2014 EUR 4,651 thousand)

During 2014, the Company utilized the carried forward losses from 2013 inamaun; of EUR 207
thousand,

26. COMMITMENTS AND CONTINGEMCIES

Commitments:

Ag at December 31. 2014, the Company has capital commitrmants of EUR 16 373 thouzand
(2014: EUR 14,672 thousand}, Tra Company has no cperationa l&ase cammitments a3 21 year
nd

Litigations:

A& of the date of these financial statements the Company is involved in 794 lawsuits (2014, 772
casas) Dtrer han provision recognized i these financial slatements, the Company Delieves
that there will be no additional provigion required against the cases pending in court. Movement
i pravigion for legal cases s as follows:

Amount of Mumbar of

Provision Cases

31 Decembar 2014 18,372,527 i

Hew claims for the period 1,554,316 128
Claime closad during the periad (1.505.452) (o7

31 December 2015 18,331,393 T84

Tax Litigations

The Company's financial statements for the years ended December 21, 2008 o 2075 are
subject to inspection by lecal tax autharities, During 2015, tax autharities started the tax
inspection of financial statemeants for financiel years 2008 and 2010, However no report 1S
igsued s& at tha dade of this repan

Financial statemants of the Company for 2008 o 2006 were slreaay inspecled by fax
authorities, whers 2002 repart is has never been issued, The Company's management used it
best estmate and judgment to comply wih e 2x laws insluding the ues of results of previous
tax inspections. Owing fo use of judgment in complying with certain requirements of tax Ews
and depending on the fax authorities' assessmeant, tax exparses, liabilities and presayments as
at December 31, 2016 end 2014 may differ significantly compared to the one reparted in these

financial statements
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24, COMMITMENTS AND CONTINGENCIES [CONTINUED)

Bank guarantess:

A at December 31, 2015, sulstanding guarantees issued in favor of the Company were
amounting to EUR 267 thousard {as ai December 31, 2094 EUR 453 thousand).

Decommissicning and clean-up costs:

The Government of Kosova is commitled 1o decommission TR 'Hosova A due to ts age and
enyvironmertal pollution, but alsc for the fact that <oscve s 3 party to the ENCT and must
compdy with European Directive 2001/80/EC, an the Emitation of emizsicns of cerain pollutants
inte the air frem large combustian planis.

Based on the Energy Sirategy of the Repubdic of Kosows for the pericd 2008-2013 is foresean
that the Power generation from TPF Kosova &, operaling with A3. A4 and A5 units and in line
with the European Directive for Large Combustion Plants. the units of TPP Keseva A could be
operated until the end of 2017, In relation to s activity, the Government of The Republic of
Kosovo issued its Decisicn Mo, 22108, which establishes three working groups for the
preperation for decommissicring of TPF Kescva & and other facilities atl its tocation

wWhereas based on the Draft Energy Sirstegy of the republic of Kesovo for the period 201 3-
2022 i5 foreseen that time of decommissioning of T2P Kasovs A, is closely linked with the entry
inte operation of TRP Kosova e Re, in ofder ngl 15 creste a shortage of slectristy v ocal
cspacities. 1t should alse ke nated that the dismantling of all unite of TP Kosowa A will start
immadiaiely after the decommissloning of its active wnits

Ir addition to recognised environment provigions daclesed in Mote 14, the Comoany
acknowladges that there are a number of environmental concems and llanilites arising from the
Opergtians of the Campany that reguire sgnificant cost to reclify. Based on &
decommissioning study dated Maceh 157 2010, such costs are estimated as follows:

{imn ELUR
rillion)

Demalition, cieaning and revitalization af the area with & nurioer of suppatng

facilites sarving for five: unils of Kosova A 28.4
Socizl issues which Include retraining of workers, socialization, early

retirement and

cthes farms of rerebilitations of workers. £.0
Decommissioning of Gasificaticn and Nitrogen 17.5
*KosovaThengjilli® (Kosova Coal). gecomniasioning and rehabilitation of the

environmant in the area of TC Kosova & 5.0
Total estimated 554

These costs may not be the ultmate cutcome of the cast of settling these obiigations and
furihes studies are raguirad and are plantsed 1o ascartain the potential labifles.

The Company howsaver nas no current legal liabiity to setile these obligations as such
obligations are nat cleary foreseen by the legistation (n forge. Consequenty. 1 has not
recognized & provigion in 4s financial statemants.

As of tha reporiing date there are no new decisions or information available to us which weuld
indicaie different approach 1o the TPP Kasova & unms.



KOSOVO ENERGY CORPORATION J.5.C.
Notes to the finaneial statements for the year ended December 31, 2015

27. CATEGORIES OF FINANCIAL ASSETE AND LIABILITIES

The carrving amounts of financial assets and financial liabilities in each catlegory are &s follows:

2015 2014
(in EUR "000) {in EUR "000)

Financial assets
Loans amd reosivabies famonzed

Cost)

Trade and other receivables (Note ) 21,475 18 793

Cash and cash aguivalenis {Noje B) _ 41,121 28 451

62 596 47,244

Financial liabilities

Cither labiities (areariaed oost)

Trade and other payables 13,76G 23,783

Borrawings 182,460 181,852
208 245 215,715

28, FINANCIAL RISK MANAGEMENT

& - Capital Risk Managemani
The Company manages its capital to ensure that the Company will be able to continue 8s 8 going
concem while maximizing the return 1o shareholder through the optimization of the dedt anc
equity balance

The capital structure of the company consists of bomowings and the equity attibutasle o equity
malder, comprising capital. resesves ang refained lossee.

2EARIN AN
Management réviews the captal stuciure on continuously basis, As part of nie renisy

management considers the cost of capital and the risk associated with each class of capital
The gearing ratio 5t the year-and was as fallow:

2015 2014

{in EUR "0} {in EUR '000)

Dbt 182 480 191,852
Equity 90,850 83,481
Debt to equity ratic 212% 230%

B:- Credit risk

The Company |8 subject 1o credit risk through its selling activiies. In this rezoect, the credit risk
far the Company stems from the possibitity thal different countarparties might default on their
contractual obSgations. The ameunt of credit exposwre i ths regard is represented by the
carrying amounts of the assets on the ststemant of firancial posiion. Trade recelvanles are
therefore monitored on mothly basls and customers warned prompty.
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28. FINANCIAL RIBK MANAGEMENT (Continued)

The Company analyzes it receivables based on their origin and naturz anc not based on their
age. Subsequent 1o the transfer of the Digiribudion and Supply operabions, KEK has significantly
reduced its exposure of credil risk.

&t 31 Decenber the Compary has certain Tade receivebles that have not been setied by the
caontractual due date but are nof considered o be impaired, The amounts at 31 December,
analyzed by the length of fime past due, ans:

2015 2014
Past dus ned impaired recelvables {in EUR "00Q] {im ELR “000)
Mot mare than 3 monlhs RS 515
3= B manths i1z 447
B - 12 months 294 221
Mcre than 1 year EE' 403

1,774 1,582

Tha credit risk for cash and cash equlvalents s considered negligible, since the counterparties
are reputanle banks,

The carmying amount of financial assets recorded In the financial statemenis, which s net of
impaimment losses, represents the Sempeny's maximum exposune 1o credit risk.

G- Market rigk

The Company's activities expose it primarily 1o the financial rigx of changes in inlerest rates, as
below in 27(g} &nd commodity risk in 27(d). The market risk & not cancentrated o cumency
risk, as mapority af the transactons of the Gompany ars in local curmancy

D:- Commcdity risk

Commadity Rigk refers to the uncertainties of fuure market valuss and of the size of the future
income, caused by the fluctuation i the prices of commodiies The Company mpors
electricity 1o cover the deficit in the energy balance of Kosovo, thereby exposing the Company
ko commodity risk.

However, starting frorm May 2013, KEK 18 no longer importng energy. Hence, i exposure 1o
commadity risk |s imited to export of snergy that is not significant for the Company’s aperations
currently,

E:-Interest rate risk

Interest rate rigk f& comprised of the risk that the value of & financial instrument will fluctuate
sue o changes in market interes! rates and the risk that the maturities of interest bearing
aesets differ from the maturities of the interest beanng liatilites used to fund those assels (re-
pricing risk). Tne length of fime for which the rate of interest is fieed on a financial instrument
therefore indicates to whal extent itis exposed to infersst rate risk.

Management believes that other than barrowings the Campany 1S not exposed fo interest rate
risk on #s finarcal nstruments. As at December 31 2015 and 2094, all borrowings are
abtatved from the Goverrment of Kosouo, who is the 100% sharehoider of the Company, with
variables interest rates. Gives below |s the anaiysis of patn financial assets and financial
liznilities.
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2B. FINANCIAL RISK MANAGEMENT (Continuad}

2015 4
(in EUR “000) {in EUR "000)
Assets
N — imterast Daaning
Trade and other receivaklies 21,478 18 TH3
Cagh and cash equivaiants 3 ]
21.4TB 18. 794
Fixgd rade inwierest
Cash and cash eguivalents 41,118 28 458D
Liabilities
ton — inferest heanng
Trade and cther payables 15,733 23,783
Vanabls rale imenest
Borrowings 191,982 151,852

“The Gompary's financial liakildles are with variable interest rate which st maximum can fse up

to 2.5% p.&.

The following tabis lustrstes the sensitivity of prefit and 2quity 1o a reasonably poesible

change in interest rates of +- 2.5% (2014 +- 2 6%].

Profit for the year
+ 2 5% - &, 5%
31 Decemboer 2015 4750 e

31 Decsmber 2014 47949 4, 7S

Equity
+2.6% r £5%

A
Ao
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28. FINANCIAL RISK MAMAGEMEMNT (CONTINUED)

F:=Liquidity risk

Liguiclity risk refiects the Company's inabiily In raising funds to mest commitments.
Wanagement cleseny manitars the Company's liquigity and cask flow position. This includes
maintenance of stalement of inancal posiion liguidity ratics. debtors and creditars
conceniration Both in terme of the ovarall funding mix and avesdance af usdue reliance on largs
individ ual susiemmer, As al 51 Desember 2015 and 2014, the Company 8 liabdites have
contractual maturites (insluding interest payments where applicable) as summanzed below:

45 at Decamber

3, M5
Within1  Framdta  Fram 3o From 1 year Owvar 5
Month 3 months 12 months to & years years Todtal
{im Eur {in Eur (i Eurf {in Eur
§in Eur 000} Q0 000y {in EurQon} [z u)] R [e]i]]
Trade and olher
payables = 053 a7 ; = 13,783
Fresisions - kg 2E0 16,277 BRIET 53,235
Barrorvirgs [Mote 3] - - 2085 26458 1R0EET T9Z.4E4
BotTed expenses B,B53 270 - - 7223
Total llabilites 11,006 10,386 1,424 44745 197,970 265,709
45 at Decomber
3, 2014
Withind Fromito  From3to  From 1 year Ovar 5
Month 3 months 12 months to 5 years Yyears Taontal
{in Eur {in Eur (in Eur {in Euir
{in Eur (00| Qe o001 {in Eur 900 15[} Q00
Trada and spihe:
payables L 053 18,724 - - 23TE
Provisions L BT 16,277 35243 53,546
Borroirgs [MNoe 73] - - 1,025 160227 181,952
Aniribed eapErges 8,164 =N - - = G ATE
Taotal liabilities 10,223 20,351 E70 47302 q87.4v0 TS TEE

G- Fair value of financial instruments

The fair vatues of current assels and current Eabilities approximale their carmying values due to
teir shart-berm nabure. The fair value of borrowings as wall approximates the fair value
because athough they are variable interest bearings loans the lender 7as punciually waived all
infErasts from the compsny

in Eure 00D Carrying amounis Fair values

Fimancial asaste 3115 J1-Dec-14 31-Dec-18 31-Dec-14
Trada and other roosivibles 21,478 1€ 753 21,475 16,703
Cazh arg Banks 4113 2B 451 41,121 28,451
Tatal 62,684 &7, 244 B2 BHE 47, 244
im Euro 000 Carrying amount Fair Value

Fimancial Liakilifies M-Dec-15 3-Dac-14 H-Dec-15 11-De-14
Tradz znd atier accausts payatis 13,783 25,783 135,783 23,733
Horidwings 122,460 197,982 192,450 181,562
Taotal EBEE-E =218, 7356 Iﬂﬁlﬁﬂ 216,735

The fair value of the financial assets and lisbiliies are included at the amount at which the
instrurmant could ke exshanged in a currant fransaction between willing parties, other than in.a
forced or liquicaton sas

Lad
i
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a9, PRODUCTION AND LOSSES OF ELECTRICITY

The Cormpany has beo power planta: <osova & and Hosova B for electricty produection

purposes, These plants have toial operating capacity of 380 MW, and operated 2t 78.60% of
the plants’ capacity during 2015 (2074 68.78%). The production of energy in both plants for
2015 was 53680, 858 MW (2014: €581 981 MW/h).

2015 2014
Fosova & {ir ARV (i MW k)
Linlt &3 b = 934 471
Linit 24 Y73, 348 348,508
Linit &5 AE7 234 245497
2,056,681 1,583,887

Hosova B
Linit B 1,936,124 1,596,407
L'nit B2 1,935,230 2050671
3,922,014 3,B50,07E
Total 5,978,585 5,233,965
Internal Consumptian (497 155} 426 567)
Irlernal Consumption - Kost (128 ,551) A115.407)
[617,7046) [541.874)
Met energy produced 5,350,988 4 691,991

Curing 2074 an accdental explosion occurred in the electralyaia unit of power plant Kosows &
(TCAT™), which alfecled the power generalion capacity of the company. Az a result of the
gxplosion unit A5 and A4 af the plant dropged from system, while unit A3 was dzconnecied
pocording to the procedures manual. Both units were réinstaled during the year 2015

The produciion of lignite in 2015 was 5,240 994 ton (20147204, 211 tan).

Electricity logses:

After the unbunding of the distribution and supgply divisions, KEK iz ne longer exposed o
Eﬂ&"ﬂ',n' lmgses N e netacrk.

30. RELATED PARTY TRANSACTIONE

Im the ordinary course of business, KEK entered into transactions during the financial repesding
periads with customers who are Governmant antities and individusls who are 2ssociated with
ar work for Government entities. The Company has alsa @ related party relationship with its
direstara and executive officers. The monetary fransactions with related parbes are disclosed

helow:

Account

Borrowings

Imterest expenss
Campensation
(salaries)

Mrescription of transactiin

Mirsiry of Finance
Mirigiry of Finance

Executive ana non-executive afficers

Year ended
Decomberdd

2016

192 480
2000

143

Wear anded
December
31 2014

191,832

142
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1. BUBSEQUENT EVENTS

aftar 31 December 2015 - the reporting date until the approval of these financial skaemaents,
there are no adjusting events reflected in the financial statements or events that are materially
significant for disciosure inthese financial statements

Bt
Ll






