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INDEPENDENT AUDITORS’ REPORT

To the shareholders of AS HansaMatrix

Report on the financial statements

We have audited the accompanying consolidated financial statements of AS HansaMatrix and its subsidiaries (the “Group”), set out
on pages @ through 47 of the accompanying 2015 Consolidated Annual Report, which comprise the Group statement of
comprehensive income, statement of financial position as at 31 December 2015, statement of changes in equity, statement of cash
flows for the year then ended, and a summary of significant accounting policies and other explanatory information.

Management’s responsibility for the financial statements

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

Auditors’ responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance

with International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.

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

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

Basis for Qualified Opinion

As disclosed in Note 19 financial investment in Hanza Holding AB as of 31 December 2013 was 5,065 thousand EUR. In the year
2014 impairment of investment of 1,216 thousand EUR was recognized. Consequently net book value of assets held for sale
consisting of financial investment in Hanza Hoiding AB as of 31 December 2014 was 1,850 thousand EUR. We were unable to
determine to what period impairment recognized in 2014 relates and whether adjustments might have been necessary in respect of
the investment in Hanza Holding AB balance as of 31 December 2013, retained earnings as of 31 December 2014 and profit for the
year 2014 reported in the consolidated statement of comprehensive income and the net cash flows from operating activities
reported in the consolidated statement of cash flow. Auditors' report issued on 25 April 2014 on the consolidated financial
statements by predecessor auditor for the year ended 31 December 2013 and our auditors’ report for the year ended 31 December
2014 issued on 29 May 2015 were qualified in respect of this matter. Our opinion on the current period's consolidated financial
statements is modified because of the possible effect of this matter on the comparability of the current period's figures and the
comparative information,

Qualified Opinion
In our opinion, except for the possible effects of the matter described in paragraph of the Basis for Qualified Opinion, the

consolidated financial statements give a true and fair view of the consolidated statement of financial position of AS HansaMatrix
and its subsidiaries as at 31 December 2015 and of its consolidated financial performance and its consolidated statement of cash
flows for the year then ended in accordance with the International Financial Reporting Standards as adopted by the European
Union.

Other matter paragraph
The current consolidated financial statements replace the previously issued consolidated financial statements dated April 12, 2016.

As discussed in Note 49 the previous financial statements have been replaced because of misstatement identified and corrected.
This audit report replaces the audit report issued on April 12, 2016.

memtsr T of £rnst A Young Globa! Lireted




AS HansaMatrix Catsdlannual repo2015
Unified registration numbeA0003454390

EY

Building a better
working world

Report on other legal and regulatory requirements

Furthermore, we have read the management report for the year ended 31 December 2015 (set out on pages 6 thiough & of the
accompanying 2015 Consolidated Annual Report) and have not noted any material inconsistencies between the financial
information included in it and the financial statements for the year ended 31 December 2015

SIA Ernst & Young Baltic
Licence No. 17

-m——;__.-?:,'-_. f-—- L s —
Didna Krigjane /

Chairperson of the Board
Latvian Certified Auditar
Certificate No. 124

Riga, 6 May 2016
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Gener al i

Name of the Parent Comparnyntil 30 December 2015
Name of the Parent Comparfyom 30 December 2015

Legal status of the Parent Compangtil 30 December 2015
Legal status of the Parent Compafngm 30 December 2015

Unified registration number, place and date of registration

Registration with the Commercial Register

Registered office

Shareholders, until October2015

Shareholders, frorm October 2015

Board Membersuntil 28 December 2015

Board Membersfrom 28 December 2015

Council Members, until October 2015

Council Members, fron7 October 2015

Subsidiaries

Subsidiaries, until 12 May 2015

Auditors

nf ormati on
Hanzas Elektronika
HansaMatrix
Limited liability company
Joint stock company
40003454390
Riga, 30 July 1999
Riga, 27 December 2002
Akmenu iela 72-5000gr e, Latvi a, LV
SI'A Macro Riga (100%)
Reg. No 40003362005
Akmenu iela 72-5000gr e, Latvi a, LV
SI A Macro Riga (82.8%)
Reg. No 40003362005
Akmenu iela 72-5000gre, Latvia, LV
Limited partnership FlyCamvestment F und | AIF (17.2%)
Reg. No 40103697951
MatroZzu i el alodB5A, Riga, LV
Il mar s Chaimamof tise Béajd
Alvis Vagulis (Board Member)
Vineta Grecka (Board Member)
Il mar s Chaimamof tlse Béajd
Alvis Vagulis (Board Member)
Al dis CimoSka (Board Member)
Riadol fs Osmanis (Council Member )
Jani s ShaumardfthesCoungil
Kr i §s Os maChairman(ofhe Saungiy
Andris BérzinsS (Council Member)
SIA Ventspils Elektronikas Fabrikaduity interest100%)
Reg. No 40003779058
Vent spils Augsto t ehlatod, O/BE60R u par
SI'A Marupes EI ektagatyintdests00%8)e hnol ¢
Reg. No 40103814400
Akmenu iela 72-5000gr e, Latvi a, LV
SI A Ca mp u squify Eterestl00%o) (
Reg. No 40103775264
Akmenu iela 72-5000gr e, Latvi a, LV
SIA HM Holding (equity interest100%)
Reg. No 40103775264
Akmenu iela 72-5000gr e, Latvi a, LV

SIA Ernst & Young Baltic
Licence No 17

Muitas iela 1A, Riga, Latvia, LV-1010

Di ana Kri§jane
Latvian Certified Auditor, Certificate No 124
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GroupO6s management report

12 April 2016

The joint stock company HansaMatrix (hereinaftérHa ns aMatr i x” or “the Company”) i
product developer and manufacturer. TBmmpany is actively operating in industrial systems, data network infrastructure,
Internet of Things, medical and several other B2B (busittebsisiness) market segments. Building on itsy&ér
experience and its business mission, which is to develdgaigtechnology products, the Company makes itself a valuable
asset assisting customers in the achievement of success on global markets.

Name change and registration as a joint stock company
Seeking to ensure further business development of HansaMai13) Becember 2015 the following changes were made:
(1) The name of the Company was changed from Hanzas Elektronika to HansaMatrix;
2) The status of the Company was changed from “1limite

Performance for the reporting period and sales development

Net turnover of HansaMatrix for the year 2015 was EURA fillion, which exceeds the prigrear result by 25%. The
Company reported the following results for the reporting period: EBITDA of EBRmillion vs EUR 179 million in
2014 and net profit of EUR @8 million vs net loss of EUR.05million in 2014.

Sales, EUR’ 0! 2012 2013 2014 2015
Baltic states € € € €
Nordic countries € 3720 £ € €
Other EU Member States € € € €

SALES GEOGRAPHY, EUR'000
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Business customers of HansaMatihe chiefly concentrated in the Baltic and Nordic countries, which therefore reported
the largest growth of sales.

In 2015, Baltic sales were up by 47% yearyear, which is mainly owing to an increased demand for products in the data
network infrastruture and other market segments in the Baltic region. Nordic countries demonstrated similar business
development, and their 56% rise is associated with the growth of the Internet of things and imatadirzs Other EU
Member States reported a 20% dohye to a lower demand for data network infrastructure and industrial products.

Sales efforts of HansaMatrix are focused in the following three main market segments: data network infrastructure, Interr
of Things, industrial products, etc.

In 2015,datanetwork infrastructurewas the largest market, which accounted for 50% of sales, with a 5% growdbryear
year.Industrial productsrepresented the second largest segment, forming 34% of sales, with a substantially larger growth
of 43% from the prior yeatnternet of Things which is third in terms of volume, accounting for 12% of sales, reached the
highest growth of 167% against the prior year. Other market segments formed 4% of sales, which fell by 6% from the
previous year, thereby evidencing the Conypans f ocus on the three main mar ket

Sal es, EUR’ 00O 2012 2013 2014 2015
Data network infrastructure € € € €
Internet of Things € € € €
Industrial products € € € €
Other € € € 66 € 532
SALES SEGMENTS, EUR'000
51 (dz (ol f dz /ey BN & dNABNbySNIASHNDR n fmk n NNE R & 0
€7 000 -
€6 000 =
€5 000 — =
€4 000 = — =
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€2 000 = = = =
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Investments

I n order to carve the Company’'s core ass edolditsd@% equify hi
interest in the subsidiary HM Holding, SIA to the sol e

In the reporting period, HansaMatrix made new investments of EUR 512 thousand in the following companies: Campt
ParogiS¢éA; EUROLCDS, SIA; Zinatnes Parks, SIA.

In the reporting period, the Company brought in a new investor FlyCap, which made an additional investment of EUR 6C
thousand in the Company. HansaMatrix set up a new facility for the small series productientoarh par t s i |
Zemzaru iela 3, for which purpose a premises lease agreement was signed for a period of three years. In addition,
Ventspils plant was expanded, for which purpose the group company SIA Ventspils Elektronikas Fabrika signed &
agreenent with the Freeport of Ventspils Authority on the lease of additional production premises of 3 545 sg. m in the
newly constructed building of the Electronics Centre. In the reporting period, investments totalling EUR 3.14 million were
made in productioand research assets, testing system and new product development.

The HansaMatrix Group implemented three investment projedisanced by the ERDF. Grants received from the ERDF
amounted to EUR 808.6 thousand.

Research and development

In 2015, HansaMaitx set up and introduced a new ODM (original design manufacturing) business model. Under this model
the Company is investing resources in the development of new products and licensing the resulting newly created intellect
property for its customers.

The HansaMatrix Group implemented two research projects of the LEO competence cdimaaaad by the ERDF, for
which a research grant of EUR 278.3 thousand was obtained from the ERDF.

Significant events after balance sheet date

On 14 January 2016, an agment was sighed on tharchasef a land plot of 1.535 ha, which is adjacent to the existing
Il and plot, at Akmenu iela 74, Ogre, for the purposes

7 ;
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/ / / 4
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Il mars Osman
Chairman of the Board
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Consolfdaaedi al statement s

Consol itchdteenens of comprehensive
Notes 2015 2014
Restated
EUR EUR
Net turnover 3 13 352 837 10 691 515
Cost of sales 4 (10 690 179) (8 600 102)
Gross profit 2 662 658 2091413
Distribution expense 5 (590 550) (506 965)
Administrative expense 6 (976 864) (822 276)
Other operating income 7 444 081 210 907
Other operating expense 8 (53 797) (34 268)
Operating profit 1485 528 938 811
Loss on sales of investments 9 - (1348954)
Impairment of investments 10 - (1 215 758)
Financial income 11 54 138 -
Financial expense 12 (293 984) (247 703)
Profit/ (loss) beforetax 1245682 (1873 604)
Corporate income tax 13 102 438
P (115 399) ( )
Deferred corporate income ta 13 69 442
porate | X (47 886) ( )
Net profit/ (loss) for the year 1082 397 (2 045 484)
Other comprehensive income for the year, after tax - -
Total comprehensive income for the year, after tax 1082 397 (2 045 484)
The accompanying notes form an integral part of these financial statements
J 7
/1
Y/
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Chairman of the Board




AS HansaMatrix
Unified registration numbeA0003454390

Catsdlannual repo2015

Consol itchdateenbtng of financi al
ASSETS
Notes 31.12.2015 31.12.2014 01.01.2014
restated

NON-CURRENT ASSETS EUR EUR EUR
Intangible assets

ODM and other intangible assets 485 154 172 660 144 986

Intangible assets construction in progress - - -
Total intangible assets 16 485 154 172 660 144 986
Property, plant and equipment

Land and buildings 2972431 3119315 3 268 257

Equipment and machinery 4137 533 2521943 2 880 665

Other fixtures and fittings, tools and equipme 527 040 257 701 224 952

Construction in progress 7543 24 758 13 630

Leasehold improvements 48 275 4 025 5891
Total property, plant and equipment 17 7 692 822 5927 742 6 393 395
Non-current financial assets

Investments in associates 18 960 - -

Otherfinancial assets 19 524 279 15925 5080 637

Other loans and receivables 20 - 1992 1992
Total non-current financial assets 525 239 17 917 5082 629
Prepaid expense 21 - 632 1594
TOTAL NON-CURRENT ASSETS 8 703 215 6 118 951 11 622 604
CURRENT ASSETS
Inventories

Raw materials 22 1292 462 1023775 939 293

Work in progress 23 836 905 144 437 287 871
Total inventories 2129 367 1168212 1227 164
Receivables

Trade receivables 24 719 685 284 230 459 361

Loans to shareholders 25 2375744 - -

Receivables from related companies 26 - 550 086 -

Other receivables 27 285 209 797 920 33 059
Total receivables 3380 638 1632 236 492 420
Prepaid expense 21 26 341 15 302 18 813
Asset held for sale 28 - 1950 000 -
Cash and cash equivalents 29 255 402 93 526 30 334
TOTAL CURRENT ASSETS 5791 748 2909 276 1768 731
TOTAL ASSETS 14 494 963 10 978 227 13 391 335

The accompanying notes form an integral pathete financial statements
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Consolidated satement of financial position

EQUITY AND LIABILITIES

Notes 31.12.2015 31.12.2014 01.01.2014
restated
EQUITY EUR EUR EUR
Share capital 30 1546380 1280 272 1280 585
Share premium 31 1094 987 761 415 761 415
Other reserves 32 313 313 -
Non-current asset revaluation reserve 30 1401 665 1468 231 1 534 800
Retained earnings/ (accumulated defic
a) brought forward (1 789 356) 178 657 979 892
b) for the period 108 397 (2 045 484) 779 196
TOTAL EQUITY 3 33% 386 1643 404 5 335 888
LIABILITIES
Non-current liabilities
Loans from credit institutions 33 4727 849 4 958 451 2543 681
Finance lease liabilities 34 47 723 - -
Deferred income 36 911 861 325 377 429 450
Deferred incoméax liability 13 665 405 617 519 548 077
Total non-current liabilities 6 352 838 5901 347 3521 208
Current liabilities
Issued debt securities 35 - - 1935 409
Loans from crediinstitutions 33 1177 130 1123117 856 339
Finance lease liabilities 34 18 100 - -
Prepayments received from customers 37 817 775 23 675 32931
Trade payables 38 1797 062 977 185 971 574
Taxespayable 39 217305 182 186 197 779
Other liabilities 40 431 202 876 370 142 925
Accrued liabilities 41 177 588 146 870 168 708
Deferred income 36 169 577 104 073 175 216
Undrawn dividends - - 53 358
Total current liabilities 4 805 739 3433476 4 534 239
TOTAL LIABILITIES 11 158 577 9 334 823 8 055 447
TOTAL EQUITY AND LIABILITIES 14 494 963 10 978 227 13 391 335

The accompanying notes form ismegral part of these financial statements
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C

Consolidat edash asftlean@nt of
Notes 2015 2014
restated
EUR EUR
CASH FLOWS TO/ FROM OPERATING
ACTIVITIES
Profit/ (loss) before tax 1245 682 (1 873 604)
Adjustments for
Amortisation and depreciation 16,17 1064 691 860 280
Interest expense 12 276 445 234 290
Interest income 11 (54 138) -
Increaselln allowances for slewoving items 29 155 521 4326
and receivables
Loss/ (income) from grant recognition 7 (156 624) (175 216)
(Ga!n)/ loss on disposal of property, plant ar 7 83) 1059
equipment
Adjustment of the investment value - 3114712
Adjustments for
(Increase)/ decrease in inventories (1116 676) 54 626
(Increase) in trade receivables (267 671) (1135 343)
Increase in tradpayables 1314 809 677 649
Cash generated from operations, gross 2 461 956 1762779
Interest paid (222 307) (234 290)
Corporate income tax paid 39 (106 601) (126 334)
Net cash flows to/ from operating activities 2133048 1402 155
CASH FLOWS TO/ FROM INVESTING
ACTIVITIES
Purc;hase of intangible assets and propetgnt and 16,17 (3 320 240) (471 361)
equipment
Proceeds from sale of property, plant and equipm 178 058 48 001
Acquisition of shares 18,19 (48 460) -
Net cash flows to/ from investing activities (3190 642) (423 360)
CASH FLOWS TO/ FROM FINANCING
ACTIVITIES
Dividends paid - (1 647 000)
Increase in share capital 599 680 -
(E;ﬁ/?;s received from the Investment and Development Agenc 808 612 )
Loansreceived from credit institutions 980 000 1046 327
Loans repaid to credit institutions (1 156 589) (314 930)
Loans repaid to lease companies (12 233) -
Net cash flows to/ from financing activities 1219470 (915 603)
Change in cash and cash equivalents for the year 161 876 63 192
Cash and caslequivalents at the beginning of the year 29 93 526 30 334
Cash and cash equivalents at the end of the year 29 255 402 93 526

The accompanying notes form an integral pathete financial statements
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Consol itchdteandens of <changes 1in

Non-current Retained
Share Other asset earnings/  Profit/ (loss)
premium reserves revaluation (accumulated for the year
reserve deficit)

EUR EUR EUR EUR EUR EUR EUR

Share capital Total

As at 1 January 2014 1280 585 761 415 - 1534 800 979 892 779 196 5335 888

Profit for the

reporting year - - - - - (2 045 484) (2 045 484)
Other comprehensive

income - - - - - - -
Total comprehensive

income - - - - - (2 045 484) (2 045 484)
Share capital

denomination (313) - 313 - - -
Depreciation of

revalued items of

property, plant and

equipment - - - (78 316) 78 316 - -
Deferred corporate

income tax related to

revalued items of

property, plant and

equipment - - - 11 747 (11 747) - -
Transfer of prior year

result 779 196 (779 196) -

Dividends paid ; - - - (1647 000) - (1647 000)

As at 31 December
2014 1280 272 761 415 313 1 468 231 178 657 (2 045 484) 1643 404

Profit for the

reporting year - - - - - 108 397 1082 397
Other comprehensive

income - - - - - - -
Total comprehensive

income - - - - - 1082 397 1082 397
Share capital increase 266 108 333572 - - - - 599 680
Depreciation of

revalued items of

property, plant and

equipment - - - (78 314) 78 314 - -
Deferred corporate

income tax related to

revalued items of

property, plant and

equipment - - - 11748 (11 748) - -
Transfer of prior year

result - - - - (2034 579) 2045 484 10 905

As at 31 December
2015 1546 380 1 094 987 313 1 401 665 (1 789 356) 1082 397 3336 386

The accompanyingotes form an integral part of these financial statements

13
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Not es ctoom stoH ® idmaa necdi a | statement
1. Corporate information

AS HansaMatrixhereinafter the Parent Company) was registered with the Republic of Latvia Enterprise Register on 30
July 1999 and reegistered with the Republic of Latvia Commercial Register on 27 December 2002 under unified registratior
number 40003454390. Thersgi er ed of fice of the Parent Company is at
Parent Company was completed on 30 December 2015; as a
from the limited liability company Hanzas Elettiika to the joint stock company HansaMatrix.

On 25 August 2014, SI A Macro Riga became the sole shar
7 October 2015, the Parent Compams had two shareholderS:I A° Macr o RT ga, aithée Rarento wn
Company’'s shares, and the | imited partnership FlyCap |
shares.

As at 31 December 2015, the Parent Company had direct investments in the following companies incorporated in t
Rpublic of Latvia: SI A Ventspils Elektronikas Fabri ka,
The core business activity of the Group comprises the manufacturing of components of various electronic an
telecommunication equipment

The financial statements for the year ended®&tember 2015 were approved by a resolution oBtloeipP ar e nt Co mp «
Board onl12 April 2016.

The shareholders have the power to amend the financial statements after issue.

2.  Summary of significant accounting pdicies

Basis of preparation

The consolidated financial statements of the Gilwaye been prepared in accordance with International Financial Reporting
Standards (IFRS) as adopted by the European Union (Edsolidated financial statements are prepared using the historical
cost basis, except when described otherwise in the accounting policiesTihelfiwancial statements of the Parent Company
and its subsidiaries are prepared separately according tdehantenational legislation applicable in the reporting year.

The monetary unit used in the consolidated financial statements is the euro (EUR). The consolidated financial stateme
cover the period 1 January 2015 through 31 December 2015.

Amounts disclged in the consolidated financial statements are based on the accounting records of the Group companies k
in accordance with IFRS as adopted by the EU.

First-time adoption of IFRS

These are the first financial statements of the Group prepared imlancemwith IFRS. The financial statements for reporting
periods until 31 December 2014 were prepared in accordance with the Law of the Republic of Latvia on Annual Repor
because the adoption of IFRS was not mandatory.

The accounting policies adopted I tGroup have been applied in preparingéheonsolidatetinancial statements for the
year ended 31 December 2015 and comparative figures as at 31 December 2014 and the first IFRS statement of finan
position as at 1 January 2014.

In preparing the fst IFRS financial statements, tli&oup has made adjustments to the previous financial statements
presented in accordance with the requirements of the Law of the Republic of Latvia on Annual Repantdy significant
adjustment refers to the preseraatdf thereleaseof the noncurrent asset revaluation reserve. When preparing the financial
statements according to the Law of the Republic of Latvia on Annual Reports, the Group repardehtieef the non
current asset revaluation reserve in the statement of comprehensive income for the year. According to rgliB&sedfe

the noncurrent asset revaluation reseraast be taken directly to retained earnings.

The effect of thdirst-time adopgion of IFRSon theassets and liabilities, income and expense and cash fl@veusly
reported by thé&roupis as follows:

Reported previously
according to the Law o
the Republic of Latvia or
Annual Reports

Effect of the According to IFRS
presentation of the
revaluation reserve

EUR EUR EUR
Consolidated statement of financial position as at
3112/2014
Retained earnings/ (accumulated deficit) brought forwarc 112 088 66 569 178 657
Retained earnings/ (accumulated deficit) for the period (2 037 133) (66 569) (2 103 702)

2. Summary of significant accounting policief c ont 6 d)
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First-time adoption of IFRS(c o n)t 6 d

Reportedpreviously
according to the Law o
the Republic of Latvia or
Annual Reports

Effect of the According to IFRS
presentation of the
revaluation reserve

EUR EUR EUR
Consolidated statement of comprehensive income for
2014
Cost of sales 8 380 826 78 315 8 459 141
Deferred corporate income tax 81188 (11 746) 69 442
Net profit for the year (2 037 133) (66 569) (2103 702)
Consolidated statement of cash flows for 2014
Profit before tax (1 858 595) (78 315) (1 936 910)
Adjustments for: Amortisation and depreciation 781 965 78 315 860 280

Due to first time adoption to IFRS there are no effect on the total value of Equity and total asset amount.
Other changes that have been made in the opening balances due to IFRS adotion and oyther corrections have been
summarised in Note 44.

Basis of consolidation

The consolidated financial statements comprise the financial statements of AS HansaMatfigraitiés controlled by the
Parent Company (its subsidiaries) as at 31 December 2015. The financial statements of the subsidiaries and the Pa
Company are prepared for the same reporting period, using uniform accounting policies.

Control is achieved whetthe Parent @mpany is exposed, or has rights, to variable returns from its involvement with the
investee and has the ability to affect those returns through its power over the investee.

Consolidation of a subsidiary begins when the Group obtains contpllme subsidiary and ceases when the Group loses
control of the subsidiary.

The financial statements of tlkarent © mpany and its subsidiaries are conso
statementsn a lineby-line basis by adding togetheké items of assets and liabilities, as well as income and exgdenrse

the purposes of consolidationll antragroup transactions, balances and unrealised gains and l@ssasintragroup
transactions are eliminated in full.

15
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2. Summary of significant accounting policiest c ont 6 d)

Fair value
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaegon bet
market participants at the measurement date.
The fair value measuremeistbased on the presumption that the transaction to sell the asset or transfer the liability take:
place either:

- In the principal market for the asset or liability, or

- Inthe absence of a principal market, in the most advantageous market for the &sisiityor |
The principal or the most advantageous market must be accessibleGrptie
The fair value of an asset or a liability is measured using the assumptions that market participants would use when prici
the asset or liability, assuming that mdrgarticipants act in their economic best interest.
A fair value measurement of a nfinancial asset takes into account a market participant's ability to generate economic
benefits by using the asset in its highest and best use or by selling it toranatket participant that would use the asset in
its highest and best use. Tl¥oup uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable inputs and minimising the t
of unobservable inputs.
All assets and liabilies for which fair value is measured or disclosed in the financial statements are categorised within the
fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value measurement
a whole:

- Level 1- Quoted (unadjusted) market prices in active markets for identical assets or liabilities

- Level 2- Valuation techniques for which the lowest level input that is significant to the fair value measurement is

directly or indirectly observable
- Level 3- Valuationtechniques for which the lowest level input that is significant to the fair value measurement is
unobservable.

For assets and liabilities that are recognised in the financial statements on a recurring asisipitietermines whether
transfers have ocered between Levels in the hierarchy byassessing categorisation (based on the lowest level input that
is significant to the fair value measurement as a whole) at the end of each reporting period. For the purpose of fair val
disclosures, th&rouphas determined classes of assets and liabilities on the basis of the nature, characteristics and risks
the asset or liability and the level of the fair value hierarchy as explained above.

Foreign currency translation

The functional and presentation curcg of the Group is the euro (EUR), the monetary unit of the Republic of Latvia.
Transactions in foreign currencies are translated into the euro at the euro foreign exchange reference rate published by
European Central Bank at the date of the tranmaclionetary assets and liabilities denominated in foreign currencies are
translated into the euro applying the euro foreign exchange reference rate published by the European Central Bank at the
day of the reporting year. The differences arising ¢tteseents of transactions or on reporting foreign currency transactions
at rates different from those at which these transactions have originally been recorded are netted in theoitioeunts
statement of comprehensive incame

Revenue

Revenue is recograd to the extent that it is probable that the economic benefits will flow to the Group and the revenue cal
be reliably measured, less value added tax and-sglted discounts. The following specific recognition criteria must also
be met before revenus iecognised:

Sale of goods

Revenue is recognised when the significant risks and rewards of ownership of the goods have passed to the buyer.
Rendering of services

The Group basically provides manufacturing services. Revenue is recognised in the period when the services are render
Dividends

Revenue is recognised when the shareholders’ right to
Grants related to assets

Grantsrelated to assets are presented as deferred income, which is recognised as income on a systematic basis over the
life of the asset.

Interest

For all financial instruments measured at amortised cost and interest bearing financial assets classifilathlasor sale,
interest income or expense is recorded using the effective interest rate (EIR), which is the rate that exactly discounts
estimated future cash payments or receipts through the expected life of the financial instrument or gesicoitevhere
appropriate, to the net carrying amount of the financial asset or liability. Interest income is included in finance itte®me in
statement of comprehensive income.
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2. Summary of significant accounting policief cont 6 d)
Revenud cont 6d)

Segmats

Reportable segments are operating segments or their aggregation which meet certain criteria. Operating segments are |
of the Group, on which separate financial information is available, which is regularly assessed for the purpose of maki
decisions abut resource allocation and performance assessment.Gfbep has one business segment, which is
manufacturing services.

Corporate income tax

Corporate income tax includes current and deferred taxes. Current corporate income tax is applied at thgdata of 1
taxable income generated during the taxation period.

Deferred corporate income tax arising from temporary differences in the timing of the recognition of items in the tax return
and these financial statements is calculated using the liability chefihe deferred corporate income tax asset and liability
are determined on the basis of the tax rates that are expected to apply when the timing difference$hevmiseipal
temporary timing differences arise from differing rates of accounting anantartisation and depreciation on pourrent

assets, the treatment of temporary-texable provisions and reserves, as well as temporary difference in securities in excess
of set limits and tax losses carried forward for the subsequent years.

Intangible assets

Intangible norcurrent assets are stated at cost and amortised over their estimated useful lives on-ngtrbigdis. The
carrying values of intangible assets are reviewed for impairment when events or changes in circumstances indieate that
carrying value may not be recoverable. Losses from impairment are recognised where the carrying value of intangible nc
current assets exceeds their recoverable amount.

After initial recognition, development expenditure is recognised as intangible assets at cost less accumulated amortisat
and any accumulated impairment losses. Assets are amortised over their expected useful lives. At each reporting date,
analysedvhether there is any indication that the asset may be impaired.

When computer software is an integral element of hardware that cannot operate without that specific software, compu
software is treated as property, plant and equipment.

Intangible assetsomprise intellectual property arising from research and development in the form of ODM (Original Design
Manufacturing) assets. The Group recognises as ODM assets and, according to IAS 38, capitalises the results of developr
of products, materials, dees, processes and systems derived as a result of targeted development projects. ODM assets n
incorporate tangible elements, such as prototypes of materials or products, samples, devices, systems, and intang
elements, such as project or productiacwments, documented processes, inventions or innovations which are or are not
protected by patents

The creation of ODM assets is initiated only for a specific identified custonsercbseveral customers, after the expected
economic result has beavaluated. This process is accurately managed, accounting for all costs, both costs of direc
materials used in project development and the full cost of engineering hours spent, including salaries of engineess plus cc
incurred to ensure their work, bekcluding administrative expense.

The use of ODM assetsibgs material benefits to the Grothrough their direct sale, with the related amortisation charge
and expected profits included in the selling price or licence fee of the product, or theieredgy theriving indirect benefits,
reduced production costs, etc.

When recognising an ODM asset, tBoupdetermines the amortisation charge of each ODM asset per one unit of a product
associated with the use of the ODM asset and the total number obiutiits product by which the accrued value will be
fully amortised.The expected amortisation period3igyears.The selling price per unit of the ODM asset included in the
price of delivery of the product may be higher as amortisation expense, and i¢ maplied to a larger quantity of units, as
may be necessary for amortisation purposes, when generating gross profit.

Research and development expenditure

Expenditure on research is recognised as an expense when it is incurred

Development expenditure iaoed on an individual project is capitalised if an entity can demonstrate that there is the
technical feasibility of completing the intangible asset arising from development so that it will be available for use or sal
there is the intention to completiee intangible asset and the ability to use or sell it, that the intangible asset will generate
future economic benefits, adequate resources are available to complete the intangible asset and expenditure may be mea
reliably during the development dfe asset. Other development expenditure is written off.

After initial recognition, development expenditure is recognised as intangible assets at cost less accumulated amortisat
and any accumulated impairment losses. Assets are amortised over thefe@xzeful lives. At each reporting date, it is
analysed whether there is any indication that the asset may be impaired.
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2. Summary of significant accounting policief cont 6 d)

Property, plant and equipment

Property, plant and equipment are statedost less accumulated depreciation and any impairment in, vaaept for
buildings which are stated at fair valueand is not depreciated. Depreciation is calculated on a stiaightasis over the
estimated useful life of the asset as follows:

Buildings over 20 to 33 years
Equipment and machinery over 5 to 8 years

Other property, plant and equipment  over 3 to 14 years

Depreciation is calculated starting with the following month after the asset is put into operation or engaged in commerci
activity. Each part of an item of property, plant and equipment with a cost that is significant in relation to the wt#&heost

item is depreciated separately. To the extent that the Group depreciates separately some parts of property, plant
equipment, it also depreciates separately the remainder of the item. The remainder consists of the parts that are individuz
insignificant. The depreciation for the remainder is determined using approximation techniques to faithfully represent it
useful life

The carrying values of property, plant and equipment are reviewed for impairment when events or changes in circumstan
indicate the carrying value may not be recoverable. If any such indication exists and where the carrying values exceed
estimatedrecoverable amount, the assets or ggsferating units are written down to their recoverable amount. The
recoverabl e amount of property, pl ant and equi pment i
assessing the value in ulee estimated future cash flows are discounted to their present value usiAguagiseount rate

that reflects current market assessments of the time value of money and the risks specific to the asset. For an asset that
not generate largely indepgent cash inflows, the recoverable amount is determined for theyeashating unit to which

the asset belongs. Impairment losses are recognised in the cost of sales caption.

An item of property, plant and equipment is derecognised upon disposal onw/ifigiure economic benefits are expected

to arise from the continued use of the asset. Any gain or loss arising on derecognition of the asset (calculatedraadbe diffe
between the net disposal proceeds and the carrying amount of the item) is intlindestatement of comprehensive income

in the year the item is derecognised.

The Group revalues its real estate, i.e., the building and land. Revaluation is performed by certified appraisers once ev
five years.Any increase in the value as a result of the revaluation of assets is taken to the revaluation reserve under equ
If a revalued asset is derecognised, the revaluation reserve attributable to the particuladakesdbisheetained earnings.

Expengs related to leasehold improvements are capitalised as property, plant and ecaighteqtreciated over the lease
period on a straigHine basis.

Construction in progress represents assets under construction and is stated at historical cost. ddsisthiechost of
construction and other direct expenses. Construction in progress is not depreciated as long as the respective assets ar
completed andeady for intended use.

Investments in associat@nd financial investments
Investments in associates

The Group’s investments in its associates are account ¢
is initially recognised at <cost The carrying amount
ofnetassets of the associate. The Group’'s share of the

comprehensive income.

The statement of comprehensive income reflects tlksedl Gr
gains and losses resulting from transactions between the Group and the associate are eliminated to the extent of the int
in the associate.

At each reporting date, the Group determines whether there is objective evidence that the inveshmeagsioctate is
impaired. If there is such evidence, the Group calculates the amount of impairment as the difference between the recover:
amount of the associate and its carryingieathen recognises the laeghe statement of comprehensive income.
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Investments in associate and financial investmefits ont 6 d)
Financial investments

Financial assetwithin the scope of IAS 3fre recognised based on IAS 39.

Investments in Companies bel@®@% is financial investmentH there is no active market for the financial investments then
after the initial recognition the financial investments are recognised at cost less impairement.

Financial assetre classified as financial assets at faingahrough comprehensive income statement, loans and receivables,
held-to-maturity investments, or availabler-sale financial assets, as appropriate. When financial assets are recognized
initially, they are measured at fair value, plus, in the caseveiments not at fair value through comprehensive income
statement, directly attributable transaction costs.

The Group and the Parent company determine the classification of its financial assets on initial recognition and, whe
allowed and appropriate,-evaluates the designation at each financial year end.

All regular way purchases and sales of financial assets are recognized on the trade date, which is the date when the Gi
and the Parent company commit to purchase the asset. Regular way purclsates are purchases or sales of financial
assets that require delivery of assets within the period generally established by regulation or convention in the market pla
At the end of the each year Group is testing the investment for impairement. Impaiiienadculated as diference between
invstment recoverable amount and this investment balance sheet value. Impairement loss is recognised in the statemer
comprehensive income.

Inventories

Inventories are valued at the lower of cost and net realisahle.

Costs incurred in bringing each product to its present location and condition are accounted for as follows:
Raw materials- purchase cost on a first, first-out basis;

Finished goods and work in progressost of direct materials and labour angroportion of manufacturing overheads based
on normal operating capacity but excluding borrowing costs.

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated costs af comple
and the estimated costecessary to make the sale. Net realisable value is disclosed at the purchase (production) cost le
allowances made.

Trade and other receivables

Trade and other receivables are recognised and carried at original invoice amount less an allowancedotiectible
amounts. An estimate for doubtful debts is made when collection of the full amount is no longer probable. Bad debts a
written off when recovery is deemed impossible.

Asset held for sale

A non-current asset is classified as held for saiks ifarrying amount will be recovered principally through a sale transaction
rather than through continuing use and if it meets both of the following classification criteria:

- the asset must be available for immediate sale in its present condition suibyetct terms that are usual and customary
for sales of such assets;

-its sale must be highly probable (the sale has beren i
is evidence that the sale will be completed within oz yrom the date that the process is initiated).

Non-current assets held for sale are carried in a separate balance sheet caption under current assets and are not amortis

Non-current assets held for sale may be measured at the lower of carrying ameit value less costs to sell as long as
they meet the classification criteria. When any events or circumstances indicate thatreohassets held for sale may be
impaired, the assets are tested for impairment and an impairment loss is defined.

Any changes in the value of assets resulting from their measurement at fair value or fair value less costs to sell, or impairm
testing, are taken to the income statement.
Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and omdustiorterm deposits with an original maturity of three
months or less.
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Loans and borrowings

All loans and borrowings are initially recognised at cost, being the fair value of the consideration receivetiraetyof
attributable transaction cosissociatedvith the borrowing.

After initial recognition, loans and borrowings are subsequenthsuared at amortised cost using the effective interest rate
method. Amortised cost is calculated by taking into account any issue costs, and any discount or premium on settlement.

Gains and losses are recognised in the income statement as interest éqmensé when the liabilities are derecognised
through the amortisation process.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event,
probable that an outflow of resourcesl®mdying economic benefits will be required to settle the obligation, and a reliable
estimate can be made of the amount of the obligation. Where the Group expects some or all of provisions to be reimburs
for example, under an insurance contract, thenlbersement is recognised as a separate asset but only when the
reimbursement is virtually certain. The expense relating to any provision is presented in the income statement net of a
reimbursement.

Contingencies

Contingent liabilities are not recognite the financial statements. They are disclosed unless the possibility of an outflow
of resources embodying economic benefits is remote. A contingent asset is not recognised in the financial statements
disclosed when an inflow of economic benefitprigbable.

Leases

Finance leases, which transfer to the Group substantially all the risks and benefits incidental to ownership of tieerieased it
are capitalised at the inception of the lease at the fair value of the leased property or, if lowerestethtevplue of the
minimum lease payments, by a respective charge to current arcument liabilities. Lease payments are apportioned
between the finance charges and reduction of the principal lease liability so as to achieve a constant rate ai theeres
remaining balance of the liability. Finance charges are charged directly against income.

If there is reasonable certainty that the lessee will obtain ownership by the end of the lease term, the period ofsxpected
is the useful life of the assetherwise capitalised leased assets are depreciated over the shorter of the estimated useful li
of the asset or the lease term on a strdigbtbasis.

Leases where the lessor retains substantially all the risks and benefits of ownership of e atssgtified as operating
leases. Operating lease payments are recognised as an expense in the income statement dina basigluver the lease
term. The commitments undertaken by the Group with respect to operating lease contracts areazoffid@idnce sheet
liabilities.

Factoring

Proceeds received in accordance with factoring agreements are recognised as prepayments from customers when
Company remains exposed to the credit risk associated with the respective debtor. When thiskcrediains with the
contracting party, the proceeds are directly netted against respective debtor balance.

Government grants

Government grants are recognised where there is reasonable assurance that the grant will be received and all atta
conditions will be complied with.

Grants received from the government and international organisations for the purchase, developmstnticti@o of long
term assets are initially recognised as deferred income and taken to the income statement on a systematic basistdver the L
life of the relevant longerm assets.

Other government grants are recognised as income on a systematizveasise period when the Company expenses the
costs that the grants compensate. A government grant that becomes receivable as compensation for expenses or losses a
incurred or for the purpose of giving immediate financial support to the Companpmithure related costs is recognised

as income of the period in which it becomes receivable.
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Significant accounting judgments, estimates and assumptions

The preparation of financiatatements in conformity with IFRS requires the management to make estimates and assumptior
that affect the reported amounts of assets, liabilities, income and expense, and disclosure of contingencies. The signific
areas of estimation used in the prggi@n of the financial statements relate to capitalisation of development costs, useful
lives of property, plant and equipment, allowances for doubtful receivables and obsolete inventories, and impairme
evaluation. Although these estimates are basédlore management ' s best knowledge of
results may ultimately differ from those estimates.

The following are the critical judgments and key estimates concerning the future, and other key sources of estimati
uncertaintywhich exist at the reporting date that have a significant risk of causing a material adjustment to the carryin
amounts of assets and liabilities during the next reporting period:

Useful lives of property, plant and equipment

Useful lives of property, pint and equipment are assessed at each reporting date and changed, if necessary, to reflect
Groug s management current view on their remaining usef
prospective economic utilisation of the etssand their physical condition.

Carrying amounts of property, plant and equipment

The Gr o umpanagement reviews the carrying amounts of property, plant and equipment and assesses whether &
indications exist that twerasbtanstheecocarali egammonn
calculates and records an impairment loss on property, plamcanigiment based on the estimates related to the expected
future use, planned disposal or sale of the assets. Taking into considerdtihn e Company’'s pl anned
the estimated mar ket value of the assets, the Company’
values of property, plant and equipment are necessary as at 31 Decentber 201

Recwerability of deferred tax asset

The Group assesses the extent of taxable profits during the period of utilisation of tax losses. At each reporting date, t
Company’s management anal yses the recover atbfiitlisino lpnger f d
probable that during the period of utilisation of tax losses future taxable profits will be available against which wnused ta
losses can be utilised.

Net realisable value of inventories

TheGr o unmahagement evaluates the reslisable value of inventories based upon the expected sales prices and selling
costs and assesses the physical condition of inventories during the annual stock count. If the net realisable valméssf invent

is lower than the cost of inventories,ahawance i s recorded. The Company’ s ma
value of inventories and considers that it is not necessary to make an additional significant allowance as at 31 Decem
2015.

Allowance for doubtful and bad trade receivables

The Gr o urpanagement evaluates the carrying amounts of receivables and assesses their recoverability, making
all owance for doubt f ul and bad trade receivabl es, i f
and considers thatig not necessary to make an additional significant allowance as at 31 Decentber 201

Subsequent events

Postyearend events that provide additional i nformation ab
are reflected in the finara statements. Poskearend events that are not adjusting events are disclosed in the notes when
material
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Standards issued but not yet effective

The Group has not applied the following IFR& IFRIC interpretations that have been issued as of the date of authorisation
of these financial statements for issue, but which are not yet effective:

Amendments to IAS 1Presentation of Financial Statements: Disclosure Initiatigeffective for finan@l years beginning
on or after 1 January 2016

The amendments to IAS 1 further encourage companies to apply professional judgment in determining what information
disclose and how to structure it in their financial statements. The Group has not lmitegldhe impact of the
implementation of this standard.

Amendments to IAS 7Statement of Cash Flows: Disclosure Initiatieffective for financial years beginning on or after
1 January 2017, once endorsed by thg EU

The amendments improve informatiprovided to users of financial statements about an entity's financing activities. Entities
are required to disclose changes in liabilities arising from financing activities, including both changes arising frimwgash f
and noncash changes, for examphg;, providing reconciliation between the opening and closing balances in the statement
of financial position for liabilities arising from financing activities. The implementation of these amendments will not have
any impact on the financial position or pmrhance of the Group but may result in changes in disclosures.

Amendments to IAS 12iIncome Taxes: Recognition of Deferred Tax Assets for Unrealised Logs#sctive for financial
years beginning on or after 1 January 2017, once endorsed by Yhe EU

The anendments clarify how to account for deferred tax assets for unrealised losses on debt instruments measured at
value. The Group has not yet evaluated the impact of the implementation of this standard.

Amendments to IAS 16Property, Plant & Equipmentnd IAS 38Intangible Assets: Clarification of Acceptable Methods
of Depreciation and Amortisatioreffective for financial years beginning on or after 1 January 2016

The amendment provides additional guidance on how the depreciation or amortisptiomenfy, plant and equipment and
intangible assets should be calculated. It is clarified that a reNssesl method is not considered to be an appropriate
manifestation of consumptiomhe implementation of this amendment will have no impact on thedi@estatements of the
Group, as the Group does not use revermaged depreciation and amortisation methods.

Amendments to IAS 27Equity method in separate financial statemergesffective for financial years beginning on or after
1 January 2016

The amedments reinstate the equity method as an accounting option for investments in subsidiaries, joint ventures al
associates in an entity's separate financial statenlgma® is no effect on Groups consolidated financial statenwdrite
implementation othis standard.

Amendment to IFRS 11 Joint arrangementsAccounting for Acquisitions of Interests in Joint Operatior{effective
for financial years beginning on or after 1 January 2016)

IFRS 11 addresses the accounting for interests in joint venturgsiaindperationsThe amendment adds new guidance on
how to account for the acquisition of an interest in a joint operation that constitutes a business in accordance with IFRS ¢
specifies the appropriate accounting treatment for such acquisitions. réhp &as not yet evaluated the impact of the
implementation of this standard.

IFRS 9 Financial Instruments(effective for financial years beginning on or after 1 January 2018, once endorsed by the EU)

IFRS 9 replaces IAS 39 and introduces new requiresnént classification and measurement, impairment and hedge
accounting. The Group has not yet evaluated the impact of the implementation of this standard.
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Amendments to IFRS 10, IFRS 12 and IAS 28InvestmentEntities: Applying the consolidation exceptigeffective for
financial years beginning on or after 1 January 20h6¢e endorsed by the EU)

The amendments address issues that have arisen in the context of applying the consolidation exception for investment enti
The Groups not an investment entigndhas nampact of the implementation of this standard.

Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor and its Associate or Joint
Venture (endorsement deferred indefinitgly

The amendments address an acknowledged inconsistency between the requirements in IFRS 10 and those in IAS 2¢
dealing with thesale or contribution of assets between an investor and its associate or joint venture. The main consequer
of the amendments is that a full gain or loss is recognised when a transaction involves a business and partial ggin or los
recognised when aansaction involves assets that do not constitute a business. The Group has not yet evaluated the imp
of the implementation of this standard.

IFRS 14 Regulatory Deferral Accountgeffective for financial years beginning on or after 1 January 2016, ent@&rsed
by the EU)

IFRS 14 provides firstime adopters of IFRS with relief from derecognising #ra&gulated assets and liabilities. However,

to enhance comparability with entities that already apply IFRS and do not recognise such amounts, theesiamdsutthiat

the effect of rate regulation must be presented separately from other items. An entity that already presents IFRS financ
statements is not eligible to apply the standard. The implementation of this standard will not have any imp&atoupthe

IFRS 15 Revenue from Contracts with Customergeffective for financial years beginning on or after 1 January 2018,
once endorsed by the EU)

IFRS 15 establishes a fisstep model that will apply to revenue earned from a contract with a custogengless of the

type of revenue transaction or the industry. Extensive disclosures will be required, including disaggregation of tagal revent
information about performance obligations; changes in contract asset and liability account balances betdsemgédmy
judgments and estimates. The Group has not yet evaluated the impact of the implementation of this standard.

IFRS 16 Leasegeffective for financial years beginning on or after 1 January 2019, once endorsed by the EU)

IFRS 16 replaces IAS 1ahd specifies how to recognize, measure, present and disclose leases. The standard provides a sin
lessee accounting model, requiring lessees to recognize assets and liabilities for all leases unless the lease tetingis 12 mq
or less or the underlyirgsset has a low value. Lessor accounting is substantially unchanged. The Group has not yet evaluat
the impact of the implementation of this standard.

Improvements to IFRSs

In December 2013 IASB issued the Annual Improvements to IFRSs 2@02 Cycle(effective for financial years
beginning on or after 1 February 2015):

TMIFRS 2Sharebased Payment

TIFRS 3Business Combinations

TIFRS 80Operating Segments

TMIFRS 13Fair Value Measurement;

TIAS 16 Property, Plant and Equipment

TIAS 24 Related Party Disclosures;

TIAS 38Intangible Assets.
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2. Summary of significantaccounting policies{ c ont 6 d )
In September 2014 IASB issued the Annual Improvements to IFRSs-2@024 Cycle (effective for financial years
beginning on or after 1 January 2016):

TMIFRS 5Non-current Assets Held for Sale and Discontinued Operation

TIFRS 7Financial Instruments: Disclosurgs

TMIAS 19 Employee Benefits

TMIAS 34 Interim Financial Reporting

The adoption of these amendments may result in changes to accounting policies or disclosures but will not have any imp
on the financial position or perfimrance of the Group.

The Group plans to adopt the above mentioned standards and interpretations on their effectiveness date provided they
endorsed by the EU.
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3. Net turnover

Business customers of AS HansaMatir chiefly concentrated in the Baltic and Nordic countries. Net turnover by

geographicaareais as follows

2015 2014

EUR EUR

Baltic states 5359 001 3633 496
Nordic countries 4 920 213 3164 065
Other EU Member States 3073623 3893 954
TOTAL : 13 352 837 10 691 515

Sales efforts of AS HansaMatrix are focused in the following three pnaduct typesdata network infrastructure, Internet

of Things, industrial products, etc. Net turnovergduct typess as follows

2015 2014

EUR EUR

Data network infrastructure 6 651 274 6 329 441
Internet of Things 1608 394 603 099
Industrial products 4 561 569 3193043
Other 531 600 565 932
TOTAL : 13 352 837 10 691 515

4. Cost of sales

2015 2014

EUR EUR

Costs of raw materials 5891 674 4 982 897
Employee benefits expenses 2114 626 2052978
Depreciation (see Note 16, 17) 830 362 676 067
Costs related to the production process 591 160 44 326
Production facilities, land lease and utilities 561 585 442 237
Research costs 222683 135775
including employee benefits expenses 171777 92 757
including amortisation and depreciation (see Note 16, 17) 8 181 21844
Allowances for slowmoving itemgsee Note 22) 186 171 29199
Transport and customs expense 104 645 141 325
Lease of equipment 67 322 23371
Low-value items 63 005 42 448
Repair and maintenance expense 48 201 22 096
Real estate tax 5576 5186
Other production costs 3 169 2197
KOPU 10690 179 8 600 102

5. Distribution expense

2015 2014

EUR EUR

Employeebenefits expense 521 926 446 333
Marketing expense 23 252 15 267
Business trips 19 799 16 017
Transport expense 19 349 23979
Communications expense 6 224 5 369
TOTAL : 590 550 506 965
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6. Administr ative expense

2015 2014

EUR EUR

Employee benefits expense 456 096 403 000
Amortisation andlepreciation (see Notks, 17) 204 673 175 122
Bank charges 56 146 43 847
Transport expense 51291 45 198
Professional fees* 50 414 39 08
Office expense 25234 19 804
Insurance 21 002 9 847
Non-operating expense 16 016 16 409
Staff recruitment and training 14 217 14 429
IT expense 10 424 7 064
Communications expense 8 399 7 864
Representation expense 6 766 4276
Business trips 5459 5935
Other administrative expense 50 727 30 430
TOTAL : 976 864 822 276

* The total fee paid to the firm of certified auditors SIA Ernst & Young Baltic foratireual audit/ review amounts to
EUR16937.

7. Other operating income

2015 2014

EUR EUR

Income from research grant recognition 278 332 -
Income from EU grant recognition (accru&d) 156624 175 216
Income from EU grant recognitiqone-off) ** 8 986 35414
Gain on disposal of property, plant and equipment, net 83 -
Other income 56 277
TOTAL : 444 081 210 907

* Accrued income from EU grant recognition represents financing received for the acquisition of property, plant anc
equipment, which is taken to income over tiseful life of the relevant asset

** Oneoff income from EU grant recognition represents financing received for the implementation of specific projects
during the reporting period

8. Other operating expense

2015 2014

EUR EUR

Currency exchange losset 21581 21705
Penalties paid 19 246 11 505
Extra loss on disposal of property, plant and equipment - 1058
Donations 12 970 -
TOTAL : 53 797 34 268
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9. Loss on disposal of investments

In 2014,the Group owned 11% shares of Hanza Holding AB wi3gr&% of theseshareswere sold for EUR 55000
Thereforein total there wehrsold 4.1% of Hanza Holding AB shares witte value of these share§ EUR 1898954,
Please also see Note 19.

2015 2014

EUR EUR
Sale of the shares in Hanktolding AB - 550 000
Value of the sold shares - (1 898 954)
Loss on disposal of investments - (1 348 954)

10. Impairment of investments

On 23 November 2007, the Parent Company acquired the s
Westergyllen On 18 December 2009, an agreement was signed o
means of a share swap. On 26 October 2010, the Parent Company agreed with Hanza AB on the share swap, thereby acqt
53192 share$11%)in Hanza Holdig AB (Hanza Interessenter AB until 14 January 2011), which was the parent of Hanza
AB. In 2013, theGrouptested its investment in Hanza Holding AB for impairment. The value of the shares in Hanza Holding
AB was defined according to the market approacid@ine public company method).

As a result of the reorganisation, on 1 April 2014 the Parent Company established its subsidiary SIA HM Holding (1009
equity interest). The shares in Hanza AB were transferred to SIA HM Holding.

In 2014, 37.5%0f Groupsownedshares irHanza Holding AB were soldthere in total 4.1% of Hanza Holding AB shares
where sold. Please see Note 9.

In April 2015, an agreement was signed on the sale of SIA HM Holding for ERI® @00, of which the amount of EUR
1950000 referredd the shares in Hanza Holding A&s a result, this company was sold in 2015.

2014
EUR
Acquisition value of the shares in Hanza Holding @R %) 5064 712
Value of the sold shares in Hanza Holding &B1% that is37.5%o0f the Groupgreviously
owned shargs (1 898954)
Value of the remaining shares in Hanza Holding (B®%that is62.5%o0f the Groups
previously owned sharks 3165 758
Value of the shares in Hanza Holding AB as a result of the sale of HM Holding (1 950000)
Impairment of the shares in Hanza Holding AB 1215758
11. Financial income
2015 2014
EUR EUR
Interest income 54 138 -
TOTAL : 54 138 -
12. Financial expense
2015 2014
EUR EUR
Interestexpense 276 445 234 290
Directly attributable transaction costs 17 539 13413
TOTAL : 293 984 247 703
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13. Corporate income tax

2015 2014
restated
EUR EUR
Current corporate income tax charge for the reporting year 115 399 102 438
Deferred corporate income tax due to changes in temporary differences 47 886 69 442
Total corporate income tax expense: 163 285 171 880
Current corporate income tax
2015 2014
restated
EUR EUR
Profit/ (loss) before tax 1234 333 (1757 652)
Tax at the applicable tax rate of 15% 185 150 (263 651)
Tax adjustments for:
Non-deductible amounts 6 136 4478
Balance items revaluation - 374 336
Prior-year asset revaluation 11 747 -
Depreciation (106 902) (16 492)
Provisions and allowances 30 165 3767
Tax rebates (10 897) -
Current corporate income tax for the reporting year 115 399 102 438
Deferred corporate income tax
31/12/2015 31/12/2014 01/01/2014
EUR EUR EUR
Deferred corporate income tax liability, 15%
Temporary differences in the carrying amounts of
nortcurrent assets for accounting and taxation
purposes15% 746 167 639 230 559 257
Gross deferred tax liability 746 167 639 230 559 257
Deferred corporate income tax assetl5%
Temporary differences for allowances for stow
moving items 15% (67) (55) -
Vacation pay reserve (14 237) (14 496) (11 179)
Tax loss carried forward (66 457) (7 159) -
Gross deferred tax asset (80 761) (21 710) (11 179)
Net deferred tax 665 406 617 520 548 078
Increase/ (decrease) in deferred corporate
income tax 47 886 69 442 3 364
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14. Employee benefits expensesnd number of employees

2015 2014

EUR EUR
Wages and salaries 2 622 847 2 404 160
Statutory social insurance contributions 602 727 551 758
Employee health insurance 37638 38 092
Unemployment risk duty 1065 1058
Other employee benefits expenses 148 -
KOPU 3264 425 2 995 068

Including key management personnel compensation

2015 2014

EUR EUR

Wages and salaries 74 698 83 242
Statutory social insurance contributions 10 467 13 362
Employee health insurance 168 167
Unemployment risk duty 5 4
TOTAL : 85 338 96 775

2015 2014

EUR EUR

Wages and salaries 2177 -
Statutory social insurance contributions 743 -
Unemployment risk duty 1 -
TOTAL: 2921 -

In 2015 one Council Membeeceived remuneration for his functions in the Council, while in 2014 the Council Members
did not receive any such remuneration

2015 2014
Average number of employees during the reporting year 237 238

The totalemployee benefits expensa® included in the following captions the statement of comprehensive income

2015 2014

EUR EUR

Cost of sales (see Note 4) 2114 626 2052978
Cost of sales research costs (see Note 4) 171777 92 757
Distribution expense (see Note 5) 521 926 446 333
Administrative expense (see Note 6) 456 096 403 000
KOPU 3264 425 2 995 068

15. Earnings before interest, taxes, depreciation andmortisation

2015 2014

EUR EUR
EBITDA EUR 2520563 1 790 000
EBITDA % 19 17

EBITDA - earnings before interest, taxes, depreciation and amortisation,
% - EBITDA / net turnover x 100
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16. Intangible assets

Intangible
ODM andOther assets Intangible
ODM Other intangible intangible assets construction in assets
assets assets TOTAL progress TOTAL
EUR EUR EUR EUR EUR
ACQUISITION
VALUE
As at 1 January 2014 - 401 107 401 107 - 401 107
Additions 1643 1643 100 724 102 367
Reclassification 100 724 100 724 (100 724) -
As at 31December
2014 - 503 474 503 474 - 503 474
Additions 161 935 140 702 302 637 111 020 413 657
Reclassification* - 110 838 110 838 (111 020) (182)
As at 31 December 161
2015 935 755014 916 949 - 916 949
ACCUMULATED
AMORTISATION
As at 1 January 2014 - 256 121 256 121 - 256 121
Charge for the year 74 693 74 693 74 693
As at 31 December
2014 - 330814 330814 - 330 814
Charge for the year 3348 97 643 100 991 - 100 991
Reclassification* (10) (10) - (10)
As at 31 December
2015 3348 428 447 431 795 - 431 795
NET CARRYING
AMOUNT
As at 31 December
2014 - 172 660 172 660 - 172 660
As at 31 December 158
2015 587 326 567 485 154 - 485 154

* In 2015 softwarewasreclassified and transferred from intangible assets to computers.

Other intangible asset

Other fixtures and fittings
tools and equipmen

EUR EUR
As at 31 December 2014
Cost (182) 182
Accumulated depreciation 10 (10)
As at 31 December 2015 (172) 172
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17. Property, plant and equipment

Other fixtures

and fittings,
Land and  Equipment and toolsand Construction Leasehold
buildings machinery equipment in progress improvements Total
EUR EUR EUR EUR EUR EUR
ACQUISITION VALUE/ REVALUED AMOUNT
Asatl
January 2014 4 370 857 7 895 940 953 498 13630 28 482 13 262 407
Additions - 223 444 133 394 11 397 759 368 994
Disposals - (217 589) (82 806) - (300 395)
Reclassification - - 269 (269) -
As at 31
December 2014 4 370 857 7901 795 1004 355 24 758 29 241 13 331 006
Additions - 2 396 609 423 094 35 329 51 551 2 906 583
Disposals - (325 655) (10 582) - - (336 237)
Reclassification* - 52 544 182 (52 544) - 182
As at 31
December 2015 4 370 857 10 025 293 1417 049 7543 80 792 15901 534
ACCUMULATED DEPRECIATION
Asatl
January 2014 1102 600 5015 275 728 546 - 22 591 6 869 012
Charge 148 942 533732 100 288 - 2625 785 587
Disposals (169 155) (82 180) - - (251 335)
As at 31
December 2014 1251 542 5379 852 746 654 - 25216 7 403 264
Charge 146 884 655 830 153 685 - 7 301 963 700
Disposals - (147 922) (10 340) - (158 262)
Reclassification* - - 10 10
As at 31
December 2015 1 398 426 5887 760 890 009 - 32517 8208 712
NET CARRYING AMOUNT
As at 31
December 2014 3119 315 2521943 257 701 24 758 4 025 5927 742
As at 31
December 2015 2972 431 4137 533 527 040 7543 48 275 7 692 822
* In 2015, software was reclassified and transferred from intangible assets to colfgaeteiso Note 36
Cadastral valwue of the Groupbs real estate
31/12/2015 31/12/2014
EUR EUR
Buildings 313734 313734
Land 32 028 32 028
TOTAL : 345 762 345 762
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17. Property, plant and equipment(c o n)t 6 d

Pledges and other restrictions on title

The Group has pledged its mov ailbh#®, Cgmne,ds secoritydov al the leanspyrarded e r
by AS Citadele Banka (see N@&8).

The total amortisation and depreciation costs are included in the following captions of the statement of comprehensive
income

2015 2014

EUR EUR

Cost of salegsee Note 4) 830 362 676 067
Costs of research and product development (see Note 4) 8181 21 844
Administrative expense (see Note 6) 204 673 175122
SUBTOTAL: 1043 216 873 033

Depreciation included in the cost of work in progress 21 475 (12 753)
TOTAL: 1064 691 860 280

18. Investments inassociates
31/12/2015 31/12/2014 01/01/2014

Company Equity interest, % EUR EUR EUR

Associates

SI A Zspaks ne 24 960 - -
TOTAL : 525 239 1 965 925 5080 637

SI A Zi natragstatiop Halkl@390{040)s a company established on 21 May 20154bghareholdersAS
HansaMatrixowns 24 (twentyfour) out of 100 (one hundred) shares in this comp@hg. year 2015 was the first year of
the company’s operations. Based on unaudited data, the

19. Other financial assets
31/12/2015 31/12/2014 01/01/2014

Company Equity interest, % EUR EUR EUR

Financial assets

SIA EUROLCDS 14 508 354 - -

SIA LEO PETTJUMU CI 14 996 996 996

Shares in Hanza Holding AB (Sweden) 11 - - 5064 712

SIA LEITC (Latvia) 4 14 929 14 929 14 929
TOTAL: 524 279 15 925 5 080 637

SIA EUROLCDS (egistration No41203040030)s a company established on 10 Magff 1. In 2015, AS HansaMatrix
purchase®05 (three hundred and five) shares owned by8l& c r o ouRaf g 235 (two thousand two hundred thirty
five) shares in this company.

Based on unaudited data, SIA EUROLCB&I revenues &EUR 1716711and loss oEUR 62676 for the period from 1
January 2015 to 31 December 2015. Its equity as at 31 Deceniiew26EUR 3661 528.

As at 31 December 2015, paid and unpaid shares amounted to EW@B84£36d EUR 28800 respectively (see Note 36).

SIA LEO PETIJUMU CENTR3®303787&)gid & commanyi establishdcb on 27 July 2010 by 20
shareholdersAS HansaMatrixand SIA Ventspils Elektronikas Fabrika own 700 (seven hundred) out of 5 000 (five thousand)
shares in this companBased on unaudited data, equity of this company as at 31 December 2015 was EOR. 150
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19. Other finahci al assets (contbd

On 23 November 2007, the Parent Company acquired the s
Westergyllen. On 18 December 2009, an agreement was S|
means of a share swafccording to the agreement signed at the beginning of 2011, the Parent Company was to receive tt
shares issued by Hanza AB in proportion to the shareh
payment in cash. On 26 October 201 Parent Company agreed with Hanza AB on the share swap, thereby acquiring
53192 share$11%)in Hanza Holding AB (Hanza Interessenter AB until 14 January 2011), which was the parent of Hanza
AB, for EUR 5064 712

In 2014,AS HansaMatrixvas reorganised by carving out the shares in Hanza Holding AB and investing them in the share
capital of the subsidiary SIA HM Holding. In 2014, SIA HM Holding s8id5%from the Group owned 11%hares in
Hanza Holding ABwhere in total was sold 4.1% of SHM Holding shares (Note 9Remaining shares that amounts to
6.9% were impaired where the value was decreased till EQBD 000 (Note 10).

In 2015, 100% shares in the subsidiary SIA HM Holding were sold for EBBOR00, of which the amount of EUR
1950000 referred to the sharesHianza Holding AB(Note 28)

On 12 September 2012, the interiree loan issued to the Latvian Electrical Engineering and Electronics Industry
Association was remitted in exchange for 79 shares in SIA LEt@@istrationNo 40008010789), which formed 3.95% of
this entity’s share capit abhadreraussafi)R 80604 and @afitbiEWRe1666da t a |,
the period from 1 January 2015 to 31 December 2015. Its equity as at 31 December 2BURZAS033

20. Other loans and receivables

On 1 August 2011, thBarentCompany entered into an agreement vth A LEO PETI JUMU CENTRS
under the research project “Competence Centre for the
which will be implemented in 2016. In 2013, the Parent Company made a security degtdg 8992 for the purposes of

project implementation. In 2015, this amount was repai8byA LEO PETT JUMU CENTRS to t hi

21. Prepaid expense

31/12/2015 31/12/2014 01/01/2014
EUR EUR EUR
Designing of the annex to the buildirgion-current portion - 632 1581
Other prepaid expensenon-current portion - - 13
Total non-current portion: - 632 1594
Insurance current portion 9243 7874 8 213
Guarantee premium 4282 3793 4 000
Rent of premises 2916 - 2022
Commissions under factoring agreements 1454
Designing of the annex to the buildirgurrent portion 632 949 949
Ramp lease current portion - - 118
Other prepaid expensecurrent portion 7 814 2 686 3511
Total current portion: 26 341 15 302 18 813
TOTAL : 26 341 15934 20 407
22. Raw materials
31/12/2015 31/12/2014 01/01/2014
EUR EUR EUR
Raw materials 1787 225 1363017 1274 209
Allowances for slowmoving items (494 763) (339 242) (334 916)
TOTAL : 1292 462 1023 775 939 293
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22. Raw materials (contdd)

Movement of allowances for slomoving items

2015 2014
EUR EUR
At the beginning of the year (339 242) (334 916)
Release of allowances 30 650 24 873
Allowances established in the reportiyepr (see Note 2) (186 171) (29 199)
At the end of the year (494 763) (339 242)

23. Work in progress
31/12/2015 31/12/2014 01/01/2014

EUR EUR EUR

Work in progress- raw materials 675534 119112 183 739
Work in progress overheads 161 371 25325 104 132
TOTAL: 836 905 144 437 287 871

In the second half of 2015, the Group started cooperation with a new customer. The manufacturing of a new product
materiatlintensive. The production process has been commenced and it will be completed in 2016, with the result that wo
in progress at thyear end grew substantially

24. Trade receivables

31/12/2015 31/12/2014 01/01/2014
EUR EUR EUR
Other trade receivables 719 685 284 230 531 299
Allowances for doubtful trade receivables - - (71 938)
TOTAL : 719 685 284 230 459 361

The trade receivables are nimterest bearing and are generallyor30 day s’ ter ms

25. Loansto shareholders
31/12/2015 31/12/2014 01/01/2014
EUR EUR EUR

SIAMacr o RT ga 2375744 - -
TOTAL : 2 375 744 - -

The loan agreement was sigresd17 April 2015. The loan matures on 30 December 2016 and bears annual interest at the
rate of 3.91%

26. Receivabledrom related companies

31/12/2015 31/12/2014 01/01/2014

EUR EUR EUR

SI'A Macro Riga - 550 086 -
TOTAL : - 550 086 -
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27. Other receivables

31/12/2015 31/12/2014 01/01/2014
EUR EUR EUR
VAT on prepayments 137 880 - -
Interim payment by the ERDF for project 1.10 71 543 24 455 -
Overpayment of VAT 25624 - -
Other bans 18350 - -
Pledge paymentSIA Amfort 15 800 - -
Loans to private individuals* 3039 - -
Security depost Latvija Statoll 7 145 4721 4721
Financing granted by LETERA for marketing activities 4 476 - -
Accrued income (SIA Lightspaceechnologies) 1200 - -
Prefinancing by the ERDF** - 723 816 -
Guarantee coverage - 32170 27904
Interim payment by the ERDF for employee training - 12 563 -
Other receivables 152 195 434
TOTAL : 285 209 797 920 33 059
* A loan was issued to a private individual in 2015. The loan matures on 30 June 2016 and bears annual interest at the
of 3.91%
**|n 2014, the Parent Company ABansaMatri x entered into agr eeme nupsf
the Robotic Printed Circuit Board Assembly and ProducH
Latvia transferred 89.24% of the aid as-fimancing,ad t he project “Launch of the
the Volumetric 3D Display System at SI' A Hanzas EIl ektr

Latvia transferred 89.20% of the aid as-firancing.

In 2014, the subsidry SIA Ventspils Elektronikas Fabrika entered into an agreement on the implementation of the projec

“Acquisition of Printed Circuit Component Surface
transferred 89.23% of the aid as{ireancing
28. Asset held for sale
31/12/2015 31/12/2014 01/01/2014
EUR EUR EUR
Shares irHanza Holding AB $wedei) - 1 950 000 -
TOTAL: - 1 950 000 -

In 2014,AS HansaMatrixwvas reorganised by carving out the shares in Hanza Holding AB and investing them in the share
capital of the subsidiary SIA HM Holdingee Note 19 2014 there was 4.1% that w&3.5% of the Group owned shares
in Hanza Holding ABhat wassold. See Note 9.

In 2015, 100% shares in the subsidiary SIA HM Holding were sold for EBBOR00, of which the amount of EUR
1950000 referred to the sharesHianza Holding AB

29. Cashand cash equivalents

31/12/2015 31/12/2014 01/01/2014
EUR EUR EUR
Cash at bank 255 402 93 526 30 334
TOTAL : 255 402 93 526 30 334
Cash and cash equivalents by currency profile
31/12/2015 31/12/2014 01/01/2014
Currency EUR Currency EUR Currency EUR
LVL - - - 2373 3377
UsD 611 561 2543 2094 17105 12614
EUR 254 841 254 841 91 432 91 432 14 343 14 343
TOTAL : 255 402 93 526 30334
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30. Sharecapital

After the denomination, the share capithithe Parent Companyas EUR 1280272 and consisted of @6 shares. The

share capital was fully paid. The par value of each share is EUR 142
In 2015, a new investor was brought in, and the stegpéal was increased to EURS46380. As a result, the share capital

consists of 77390 shares, each having the par value of EUR 2

31/12/2015 31/12/2014 01/01/2014
Equity interest, % Equity interest, %  Equity interest, %
SI'A Macro RiTga 82.8 100 25
Limited partnershig-lyCap Investment F und | AIF 17.2 - -
Baltic SME Fund C.V. - - 37.5
Hornell Teknikinvest AB - - 25
Proditron Sweden AB - - 12.5
TOTAL : 100 100 100

The share premium as at 31 December 2015 was EQHR 987 (31 December 281EUR 761415).
Thedividendspaid in 2014 were EUR 1 64300.

31. Other reserves

31/12/2015 31/12/2014 01/01/2014
EUR EUR EUR
Share capital denomination reserve 313 313 -
TOTAL : 313 313 -

In 2014, the share capital was denominated into the euro. The denomination resulted in a difference of EUR 313, which v
transferred to a reserve

32. Non-current assetrevaluation reserve

Realestate was revalued in 2007 and 2012 by certified appraisers. Revaluation is performed on a regular basis, which is o
every five years. Land and buildings are stated at their revalued amount, which is equal to the fair value at the date
revaluation ¢ss any subsequent accumulated depreciation. According to the fair value hierarchy, these assets are classi
in these financial statements as Level 3, where fair value is determined on the basis of significant unobservable inputs.
As a result of theevaluation, the carrying amount was increased by EQBID62 (LVL 1397921) in 2007 and by EUR
237251 (LVL 166741) in 2012. The revaluation reserve made for the building is taken to retained earnings over the useft
life of the asset. The revaluatioeserve made for the land remains unchanged

31/12/2015 31/12/2014 01/01/2014

EUR EUR EUR

Revaluation reserve (building) 1433 886 1512 200 1590515
Revaluation reserve (land) 215131 215131 215131
Transferred to deferred corporate income tax (247 352) (259 100) (270 846)
TOTAL : 1401 665 1468 231 1534 800
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33. Loansfrom credit institutions

31/12/2015  31/12/2014 01/01/2014
Initial loan restated
amount Interest rate Maturity EUR EUR EUR
Swedbank ASléan) EUR 3585 159 3m EURIBOR+2.5% 31/12/2017 - - 1898 024
Swedbank ASléan) EUR 836 757 3m EURIBOR+2.5% 31/12/2017 - - 442 989
Swedbank ASléan) EUR 900 000 3m EURIBOR+5.0% 17/08/2017 - - 202 668
Citadele Banka ASidan) EUR 2 773 083 6m EURIBOR+3.5% 06/08/2019 1766 993 2119188 -
CitadeleBanka AS lpan) EUR 2 214 362 6m EURIBOR+3.5% 06/08/2020 1384 814 1734 433 -
Citadele Banka ASidan) EUR 1 500 000 6m EURIBOR+5.0% 24/08/2019 870 429 1159 300 -
Citadele Banka ASldan) EUR 980 000 6m EURIBOR+4.0% 29/04/2021 758 866 - -
Non-current loans from credit institutions: 4781102 5012 921 2543681
Expense related to the conclusion of lo
agreements nonrcurrent portion (53 253) (54 470) -
TOTAL : 4727 849 4 958 451 2 543 681
31/12/2015  31/12/2014 01/01/2014
Initial loan restated
amount Interest rate Maturity EUR EUR EUR
Swedbank ASléan) EUR 3585 159 3m EURIBOR+2.5% 31122017 - - 632 675
Swedbank ASléan) EUR 836 757 3m EURIBOR+2.5% 31122017 - - 147 663
Swedbank ASléan) EUR 900000 3m EURIBOR+5.0% 17/08/2017 - - 76 001
Citadele Banka ASi¢an) EUR 2 773 083 6m EURIBOR+3.5% 06/08/2019 387 960 516 168 -
Citadele Banka ASdan) EUR 2 214 362 6mEURIBOR+3.5% 06/08/2020 348 856 333737 -
Citadele Banka ASid¢an) EUR 1 500 000 6m EURIBOR+5.0% 24/08/2019 288 597 272 491 -
Citadele Banka ASdan) EUR 980 000 6m EURIBOR+4.0% 29/04/2021 157 445 - -
Current loans from credit institutions: 1182 858 1122 396 856 339
Accrued interest to Citadele Banl 11 520 14 743 -
Expense related to the conclusion of lo
agreements current portion (17 248) (14 022) -
TOTAL : 1177130 1123117 856 339
Loan principal amounts by their maturity dates can be specifitallaws:
2015 2014
EUR EUR
Payable:
Within one year 1182 858 1122 396
Between one and five years 4718 102 4747 756
More than five years 63 000 265 165
TOTAL : 5963 960 6 135 317
34. Finance lease liabilities
31/12/2015 31/12/2014 01/01/2014
EUR EUR EUR
Finance lease payments:
Non-current portion- payablebetween one and five
years 47 723 - -
Current portion- payablewithin one year 18 100 - -
TOTAL : 65 823 - -
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35. Issueddebt securities

In 2007, the Parent Company issued bonds totalling EUR D00ELVL 1405608), which were managed by AS Hansa
Investeerimisfondid (incorporated in Estonia). New bonds were issued on 13 August 2010, and they were managed by .
Swedbank Estonia. The negsie resulted in the retirement of old bonds. Ghe o uRarers Company has pledged the
shares in Hanzdolding AB to secure these bonds. In September 201 RatentCompany obtained a loan frois Citadele

Banka and extinguished the bonds

36. Deferred income

On 6 September 2011, the Parent Company entered into
of New Products and Technologies” with the I nvestment
all the conditionset out in the agreement and acquired production equipment under the project for a total amount of LVI
1100400 (EUR 1565728). After the conditions of project implementation had been assessed, on 9 November 2012 th
Parent Company received a grant 1385 140 (EUR 548)05).

On 15 May 2014, the Parent Company enter ed -upmottle Rebaticagr

Printed Circuit Board Assembly and Producti on L Paremt” wi
Company fulfilled all the conditions set out in the agreement and acquired production equipment under the project for a to
amount of EUR 660 546. After the conditions of project implementation had been assessed, on 16 September 2015 the Pe
Company received a grant of EUR 2582.

On 18 September 2014, the Parent Company entered into
Production of Precision Metal Parts of the Volumetric 3D Display System at SIA Hanzas EleKtronika t h t he | r
and Development Agency of Latvia. The Parent Company fulfilled all the conditions set out in the agreement and acquire
production equipment under the project for a total amount of EUR 232 913. After the conditions of project itapilemen

had been assessed, on 8 October 2015 the Parent Company received a grant of El3R 105

On 4 October 2006, the subsidiary SIA Ventspils Elektronikas fabrika entered into a grant agreement associated with t
implementation of the state aid program The subsidiary fulfilled all the conditions set out in the agreement signed between
the subsidiary and the Investment and Development Agency of Latvia. Under the project, the subsidiary set up a producti
facility and acquired production equipment #ototal amount of LVL 1149158 (EUR 1635105). After the conditions of
project implementation had been assessed, on 29 August 2007 the subsidiary received a grant of Q0L (BOR
853723). This amount had been recognised as income by 30 April 2015.

On 15 May 2014, the subsidiary entered into an agreen
Circuit Component Surface Mount Modules” associated wi
fulfilled all the conditions set out in the agreement signed between the subsidiary and the Investment and Developme
Agency of Latvia. The subsidiary acquired production equipment under the project for a total amount of EUR 895 347. Afte
the conditions of project implemtation had been assessed, on 14 September 2015 the subsidiary received a grant of EU
404717.

Noncurrent and current deferred income comprises the grants received, considering the expected gradual recognition of
grants as income.

31/12/2015 31/12/2014 01/01/2014

EUR EUR EUR

Non-current 911 861 325 377 429 450
Current 169 577 104 073 175 216
TOTAL : 1081 438 429 450 604 666

37. Prepayments received from customers

In 2015, theGroupstarted cooperation with a new customer. The manufacturing of a new product is mreteEn&Eve and
requires specific materials, for which prepayments must be made. The customer has made a prepayment for the acquisi
of materials, which led to an irgase in total prepayments received from customers
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38. Trade payables

31/12/2015 31/12/2014 01/01/2014
EUR EUR EUR
Balances due to foreign creditors 1222787 808 555 875 493
Balances due to local suppliers for services 434 106 91 103 59 074
Balances due to local suppliers for goods 140 169 77 527 37 007
TOTAL: 1797 0@ 977 185 971 574
The trade payables are notierest bearing and are generallyor830 days’' t er ms
39. Taxes payable
31/12/2013 Calculated Penalties Paid 31/12/2014
EUR EUR EUR EUR EUR
Statutory social insurance contributions (69 446) (786 540) (3782) 799 965 (59 803)
Personal income tax (35 166) (409 787) (1 938) 409 469 (37 422)
Value added tax (36 248) (478 203) (1 743) 464 699 (51 495)
Natural resource tax (635) (674) - 1083 (226)
Real estate tax - (5 186) (56) 5223 (19)
Unemployment risk duty (92) (1 058) - 1069 (81)
Corporate income tax (restated) (56 192) (102 438) (844) 126 334 (33 140)
TOTAL : (197 779) (1783 886) (8 363) 1 807 842 (182 186)
TOTAL PAYABLE: (197 779) (182 186)
TOTAL RECEIVABLE: - -
31.12.2014 Calculated Penalties Transferred Paid 31.12.2015
EUR EUR EUR EUR EUR EUR
Statutory social
insurance
contributions (59 803) (916 317) (4 810) 2795 913 568 (64 567)
Personal income tax (37 422) (474 179) (2 389) 105 477 312 (36 573)
Value added tax (51 495) (600 989) (2 595) (2 900) 611711 (71 892)
25624
Natural resource tax (226) (2 248) (3) - 2116 (361)
Real estate tax (19) (5576) (24) - 5616 (3)
Unemployment risk
duty (81) (1 084) - - 1092 (73)
Corporate income tax (33 140) (115 399) (1 898) - 106 601 (43 836)
TOTAL: (182 186) (2190 622) (11 719) - 2118016 (191 681)
TOTAL PAYABLE: (182 186) (217 305)
TOTAL
RECEIVABLE: - 25 624
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40. Other liabilities

31/12/2015 31/12/2014 01/01/2014
EUR EUR EUR
Unpaid shares in SIA EOROLCDS 282 500 - -
Salaries 148 079 148 849 140 228
Balances due to employees 229 1034 28
Credit cards 117 2224 2053
Prefinancing by the ERDF - 723 816 -
Other liabilities 277 447 617
TOTAL : 431 202 876 370 142 926
*'rn 2014, the Parent Company entered i nt-opofthe RaetimRrintéds o
Circuit Board Assembly and Production Line”, for whic
89.24% oftheaidgsref i nancing, and the project “Launch of the Pr
Di splay System at SI A Hanzas Elektronika”, for which

89.20% of the aid as pfenancing

In 2014, the subsidiary SIA Ventspils Elektronikas Fabrika entered into an agreement on the implementation of the proje
“Acquisition of Printed Circuit Component Surface Moun
transferred 89.2% of the aid as prfnancing

41. Accrued liabilities

31/12/2015 31/12/2014 01/01/2014

EUR EUR EUR

Vacation pay reserve 111 290 96 645 99 519
Accumulated interest on dividends - - 25132
Accumulated interest on securities - - 6 858
Accumulated interest on the loans fr@wedbank AS - - 842
Other accrued liabilities 66 298 50 225 36 357
TOTAL : 177 588 146 870 168 708

42. Off-balancesheet items

As at 31 December 2015, t@ouphad raw materials received from customers. The total value of these materials was EUR
12317448 (31 December 2014: EUR 227 988). These raw materials are processed and sent back to customers

43. Commitments and contingencies

Pledges and other restrictions on title
The Parent Company has pledged its immovable property
all the loans granted by AS Citadele Banka (see Note 30).

Surety

In August2014, the subsidiary SIA Ventspils Elektronikas Fabekgered into surety agreements with AS Citadele banka
for the benefit of th& r o uRarerd Company AS HansaMatrix. The agreements expire in August 2019 and 2020 and April
2021.

Commitments underoperating leases

The Parent Company and the subsidiary have entered into vehicle lease agreements. The future aggregate minimum le
payments are as follows

2015 2014 2013
EUR EUR EUR

Payable:
Less than one year 28 852 27 060 21757
Between one and five years 32 045 35878 35094
More than five years - - -
TOTAL : 60 897 62 938 56 851
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43. Commit ments and contingencies (contdd)

Lease commitments

The subsidianBIA Ventspils Elektronikas Fabrikaas entered into an agreement on the lease of production facilities and

l and at VentspilPaksAyg¥erotTEehnesl,odijttn the foundati on Ve
High Technology Park). The production facilities were commissioned on 1 December 2006. The total amount of leas
expenses (including utilities)f the subsidiaryvas BUR 272572 (including VAT at 21%) in 2015 (2014: EUR 23488
(including VAT at 21%)).

The minimum | ease payment (without wutilities) due to
Technology Park) in 2016 under the real estaisdeagreement is EUR 142 775 (including VAT at 21%). The lease expires
on 30 April 2021.

In 2015, the subsidiar8lA Ventspils Elektronikas Fabrilkentered into an agreement on the lease of additional production
facilities and land at Ventspils Augsto Tehh o ¢ i | ul, \Reatspils,swith the Freeport of Ventspils Authority. The
production facilities were commissioned on 15 June 2015. The total amount of lease expenses (includingfitiidies)
subsidiarywas EUR 113194 (including VAT at 21%) in 2015.

The minimum lease payment (without utilities) due to the Freeport of Ventspils Authority in 2016 under the real estate lea:
agreement is EUR 19335 (including VAT at 21%). The lease expires on 1 August 2019.

44. Changes and estatementof comparative figures

As a result of the firstime adoption of IFRS, the presentation of the revaluation reserve was ch@ihgaglease athe
revaluation reserve is attributed to retained earnings.

Initial balance Restated balanc
as at as at
31/12/2014 Restatement 31/12/2014
Notes EUR EUR EUR
Restated captions of the statement of financial position:
Retained earnings/ (accumulate: Depreciation of revalued items of 112 088 78 315 178 657
deficit) brought forward property, plant and equipment
Deferred corporate income tax relatec
to revalued items of property, plant ar (11 746)
equipment
Retained earnings for the period DePreciation of revalued items of (2 037 133) (78 315) (2 103 702)
property, plant and equipment
Deferred corporate income tax relatec
to revalued items of property, plant ar 11 746
equipment
Initial balance Restated balanci
for 2014 Restatement for 2014
Restated captionf the statement of comprehensive income:
Depreciation of revalued items of 8 380 826 78 315 8 459 141
Cost of sales property, plant and equipment
Deferred corporate income tax relatec
Deferred corporate income tax  to revalued items of property, plant an 81188 (11 746) 69 442
equipment
) Depreciation of revalued items of
Net profit for the year property, plant and equipment (2 037 133) (78 315) (2103 702)
Deferred corporate income tax relatec
to revalued items of property, plant ar 11 746
equipment
Restated captions of the statement of cash flows:
Profit before tax Depreciation of revalued items of (1 858 595) (78 315) (1 936 910)
property, plant and equipment
Adjustments for: Amortisation Depreciation of revalued items of 781 965 78 315 860 280

and depreciation property, plant and equipment
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44. Changes andrestatement of comparative figuref cont 6 d)

Expense directly related to the conclusion of loan agreements with credit institutions for the year 2014 (e.g., commissit
fees payable for the conclusion of agreements, etc.) has been specified fiméimesa statements. Initially, expense related
to the conclusion of new loan agreements was fully attributed to the year 2014, while in 2015 the expense amount has b

restated by distributing it equally over the life of respective agreements

Initial balance Restated
as at balance as a
31/12/2014 Restatemen 31/12/2014
Notes EUR EUR EUR
Restated captions of the statement of financial position:
Retained earnings for the period ~ =XPENse related to the conclusion 5 4 53 70y 68 492 (2 045 484)
of agreements
Re-calculation of corporate income (10 274)
tax
Loans from credit institutions (nen Expense related to the conclusion 5012 921 (54 470) 4 958 451
current portion) of agreements (neaurrent portion)
Expense related to the conclusion
Loans from credit institutions of agreements (current portion) 1122 396 (14 022) 1123117
(current portion)
. 14 743
Accrued banknterest
. 161 613 14 743 146 870
Accrued liabilities Accrued bank interest ( )
Re-calculation of corporate income 171 912 10 274 182 186
Taxes payable tax
Restated
Initial balance balance for
for 2014 Restatemen 2014
Restated captions of the statement of comprehensive income:
Financial expense Expense related to the conclusion 350 463 (68 492) 281 971
of agreements
Corporate income tax t'_‘;i‘:a'c“'a“on of corporate income 92 164 10274 102 438
Expense related to the conclusion
Net profit for the year of agreements, corporate income (2103 702) 68 492 (2 045 484)
tax
Expense related to the conclusion
of agreements, corporate income (10 274)
tax
Restated captions of the statement of cash flows:
Profit before tax Expense related to the conclusion 1 936 g7 68 492 (1868 418)
of agreements
Loans received from credit Expense related to the conclusion 1114 819 (68 492) 1046 327

institutions

of agreements
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44. Changes and restatement ofomparative figures( cont 6 d)
For comparability purposes, certain captions of the statement of financial position and the statement of comprehensi

income for the year ended 31 December 2014 have been restated.

Initial balance Restated balanci
as at asat
31/12/2014 Restatement 31/12/2014
Notes EUR EUR EUR
Restated captions of the statement of financial position:
Non-current investments in Shares in Hanza AB 1950000 (1950 000) -
shares
Asset held for sale Shares in Hanza AB 1 950 000 1 950 000
(current) -
Initial balance Restated balanc:
for 2014 Restatement for 2014
Restated captions of the statement of comprehensive income:
Cost of sales Research and development costs 8 459 141 135775 8 600 102
Real estate tax 5186
Administrative expense Research and development costs 958 051 (135 775) 822 276
Other operating expense Currencyexchange losset - 21 705 34 268
Penalties paid 11 505
Loss on disposal of property, plant anc
; 1058
equipment
Financial expense Currency exchange loss, net 281 971 (21 705) 247 703
Penalties paid (11 505)
Los_s on disposal of property, plant anc (1 058)
equipment
Real estate tax Transferred to the cost of eal 5186 (5 186) -
Restated captions of the statement of cash flows:
Profit before tax Real estate tax (1868 418) (5 186) (1 873 604)
Adjustment of the investment Investments in sharesinvestment
value impairment } 3114712 3114712
Adjustments for: Increase in - Reg| estate tax balance 677 686 (37) 677 649
payables
Real estate tax paid Real estate tamgaid (5 223) 5223 -
Cash flows to/ from investing Investments in sharesnvestment 3114 712 (3114 712) i

activities

impairment
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45. Changes in accountingolicies

In 2015, the HansaMatrix Group segregated product development and research agag. fewensure the comparability
of information within theGroup, starting from 2014 the costs of research and product development have been reported ¢
the cost bsales, while previously these costs were included in administrative expense.

As a result of the firsime adoption of IFRS, the presentation of the revaluation reserve was changed. A decrease in th
revaluation reserve is attributed to retaieadnings, while previously it was taken to the statement of comprehensive income
for the relevant period.

In these financial statements, interest receivable and similar income has been transferred to other operating income
financial income, while intest payable and similar expense has been reclassified as other operating expense and financ
expense.

46. Financial risk management

The Group’s principal financi al i nstruments comfernm se
deposits. The main purpose of these financi al i nstr ume
various other financial instruments such as trade and other receivables and trade and other payables, which arise dire
from its gperations

The main financi al ri sks arising from the Group’ sityfi ne
risk, and credit risk

Foreign currency risk

TheGroupg s financi al assets an treignicarbnicy riski congpsse caghtand cdsh eguivalents,x
trade receivables and trade payables. Gheupis mainly exposed to foreign currency risk of the U.S. dollar. In order to
control foreign currency risk, trade receivables which can be potergiqgitysed to this risk are managed in accordance with
the appropriate pricing policy. TH&roupis mainly exposed to foreign currency risk of the U.S. dollar (USD).

TheGroup s currency risk as at 31 December 2015 may be sp

usD JPY EUR TOTAL
EUR EUR EUR EUR
Trade receivables 2015 139 454 - 484 275 623 729
2014 31 409 - 819 881 851 290
Cash 2015 561 - 250 884 251 445
2014 15034 - 75 993 91 027
Total financial assets, EUR 2015 140 015 - 735 159 875174
2014 46 443 - 895 874 942 317
Trade and other payables 2015 106 707 69 695 1394 431 1570833
2014 173 332 - 592 555 765 887
Total financial liabilities, EUR 2015 106 707 69 695 1394 431 1570833
2014 173 332 - 592 555 765 887
Net assets/ (liabilities), EUR 2015 33 308 (69 695) (659 272) (695 659)
2014 (126 889) - 303 319 176 430

As of 31 December 2015 to the date of these financial statements, the USD/EUR exchange rate grew by nearly 3%. 1
Group has evaluated the potential effect of USD cugremxchange rate fluctuations on profit before tax as at 31 December
2015. The effect on equity would include the effect on profit adjusted by corporate income tax of 15%
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46 . Financi al ri sk management (cont éd)

Potential net effect from the USD Potential net effect from the JPY

Exchange rate change exchange rate change exchange rate change Total, EUR

EUR EUR EUR

+10% 2015 (3028) 6 336 3308

2014 1172 - 1172

+5% 2015 (1 586) 3319 1733

2014 614 - 614

-5% 2015 1753 (3 668) (1 915)

2014 (678) - (678)

-10% 2015 3701 (7 744) (4 043)

2014 1432 - 1432

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate bechasges c
in market interestrate$.he Gr oup’ s exposure to the risk of changes
long-term debt obligations with floating interest rates.

The Group is exposed to interest rate risk mainly through its current arcliment borrowingsThe average interest rate

on the Group’s borrowings is disclosed in Note 30
The following table demonstrates the sensitivity to a reasonably possible change in interest rates, with all othehetiables
constant, of the Gr wghtheimpagh anankinlyt EURIBOR dlgatng rata xorrovings)r Tdere is no

impact on equity, except for the effect on the current year result.

Interest rate sensitivity for the Group may be specified as follows
Effect on profit before tax

Year EURIBORchange EUR
2015 +1.0% 54 263
2014 56 253
2015 +0.5% 27131
2014 28 126
Liquidity risk

The Group manages its liquidity risk by arranging an adequate amount of committed credit facilities with banks, planning ¢
terms of payment of trade payabldsyeloping and analysing future cash flows comprising both the existing and planned

loans and interest on such loans.

The table below summari ses the maturity profile of the

undiscounteghayments

Less than 3 month:  3to 12 months  1to 5 years More than 5 years TOTAL

Interest bearing

borrowings 2015 290 378 892 480 4718 102 63 000 5963 960

2014 275 343 847 053 4747 756 265 165 6 135 317

Other financial liabilities 2015 3321 10 093 39780 - 53 194
2014 ) i i i -

Trade and other payables 2015 1029 019 - - - 1029 019
2014 765 887 - - - 765 887

TOTAL 2015 1322718 902 573 4757 882 63 000 7046 173

2014 1041 230 847 053 4747 756 265 165 6 901 204
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46 . Financi al ri sk management (cont éd)
Credit risk

The Group is exposedd credit risk through its trade receivables and cash. The Group manages its credit risk by continuousl
assessing the credit history of customers and assigning trade credit limits and terms on an individual basis. In additic
receivable balances are mormr ed on an ongoing basis to ensure that
Mor eover, the Group enters into insured factoring con
transactions are local financial institutions

31/12/2015 31/12/2014

EUR EUR

Trade receivables norrinsured 569 465 209 055
Insured trade receivables (factoring) 850 978 697 217
TOTAL: 1420 443 906 272

Factoring prepayment made (772 774) (622 042)
647 669 284 230

Capital management

The primary objective of the Group’s capital manageme
healthy capital ratios to support its businasd increase the shareholder value. The Group manages its capital structure anc
makes adjustments to it in light of changes in economic conditions.

From time to time, the management controls capital using the equity/assets ratio as following

31/12/2015 31/12/2014

EUR EUR
Equity 3768077 1643 404
Total assets 15 001 485 10 978 227
Equity to total assets 25% 15%

The existing equity level is sufficient for smooth operations ofGhwupand meets bank covenants with a good margin. It
is also sufficient to obtain new bank loans, if necessary

Fair value

The fair value of financial assets and liabilities represents the amount at which the instrument could be exchangeatin a curt
transaction between willing parties, other than in a forced or liquidation sale.

The following table provides the fair value measur eme
2015
Fair value measurement using
Total at quoted prices in significant significant
Assets andiabilities for which carrying Total at fair active markets observable unobservable
fair value is disclosed amount value (Level 1) inputs (Level 2) inputs (Level 3)
EUR EUR EUR EUR EUR

Loans toshareholders 2375744 2375744 - 2375744

Finance lease liabilities 65 823 65 823 - 65 823 -

Floating rate borrowings 5904 979 5904 979 - 5904 979 -

The following methods and assumptions were used to estimate the fair values:

- The fair value ofcash and shotierm deposits, trade receivables, trade payables and other current liabilities
approximats to their carrying amouttérgely due to the sheterm maturities of these instruments.

- The fair value of loans and borrowings has been calculyediscounting the expected future cash flows at
prevailing interest rates, which are based on Level 2 measurement. No material difference between the carryil
amount and the fair value has been identified
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47. Going concern

As at 31 Decembe rcurenddsdets extebded it& cuorantpliakslities by B3R 009 The Gr ol
management has prepared the 2016 budget assuming that the local and global business environment will develop. The bu
provides for the improvement of financial performance @perating profit. Future events in the business environment may
di ffer from the management’'s forecasts

48. Events after the reporting period

On 14 January 2016, an agreement was signed on the purchase of a land plot of 1.535 ha, which is adjacertirig the exis
l and plot, at Akmenu iela 74, Ogre, for the purposes ¢

As of the last day of the reporting year until the date of signing these financial statements there havetheeevents
requiring adjustment of origtlosure in the financial statements or notes thereto

49. Correction of the initial annual report for the year ended 31 December 2015

After the initial annual report has been prepared, AS HansaMatrix has detected a discrepancy in the materials of work
progress at the year end and made respective corrections. As a result of these corrections, the balance of the aforementi
materials and overheads related to work in progress has decreased by ERFB 4@l EUR 8223 respectively. As a
result, work in pogress has decreased, while the cost of sales has grown accordingly by EUR 506 521. Corporate incor
tax has been adjusted downwards by EUR7S.
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