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 INDEPENDENT AUDITOR'S REPORT  
TO THE SHAREHOLDERS OF ARMATURA SA  
Report on the financial statements 
 Contrary opinion 

  1 We audited  the  attached individual  financial statements of  Armatura SA, with its registered office in Cluj-

Napoca, 19  Gării Street, Cluj County, identified by the unique registration code RO199001 (" The company") 

comprising  the statement of financial position  as at 31 December 2021,  the statement of comprehensive 

income,  the statement of cash flows, the statement of  changes in  equity  for the financial year  concluded on 

that date and a summary of  significant accounting policies as well as  other explanatory notes.  The  individual 

financial statements referred to  relate  to:  
 

Total fixed assets  1,437 thousand lei  

Total current assets  12,473 thousand lei  
Total  current debts -4,759 thousand lei  
Total equity  8.935 thousand lei  

Net profit of the financial year  16.193 thousand lei  

2 In my view, because of  the importance of the issues described in the section Bases of the contrary opinion  in  

my report,  the  attached financial statements do  not present faithfully,  the  financial position of the  The 

Company as at 31 December 2021,    nor its financial performance and cash flows for the financial year  ended 
on that date, in accordance with the Order Minister of Public Finance no. 2844/2016 for the approval of the 

Accounting Regulations  in accordance with  the International Financial Reporting Standards ("OMFP 
2844/2016"), with  subsequent amendments and clarifications.  
 
The basis for the contrary opinion 
3 Business continuity  
 

•  As  mentioned in Note 2.1.1., by agea decision no. 2 / 29.04.2020, it was approved the  termination of  

the company's production activity  in the  shortest possible time.  By the decision of the President  of  the 
Board of Directors of the Company no. 447 / 23.07.2021, it was decided to  terminate the production activity  
of  the Company, starting with July 30,  2021.  The main activity  of the Society was  the production of tap 
articles.  

•   During  2021,  the  main activity of the Company was  the lease to third parties of the buildings and 
land it owned.  The company also obtained  income from  
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• valorisation of  residual products obtained  from the scrapping of equipment and machinery that could 
not  be sold.  

• On December 14  , 2021, the Company concluded the  sale-purchase contract authenticated with the 
number 9617 /14.12.2021, by which it sold all the buildings and land it owned, to  koro company Lando Real 
Estate LTD.  Starting with December 16  , 2021,  the Company rented from Koro Lando Real Estate SRL, for a 
period of 18 months until June 30  , 2023,  the buildings and land previously sold to  it.  

• During   2021, until the date of sale of the real estate,  the Company leased the owned buildings to third 

parties. After the sale of the buildings  in December,  the Company continues to sublease the respective 

buildings to third parties, and the rent contracts were  extended for  a period of time indefinite,    including, 

however,  a clause on unilateral termination of the contract by  one of the parties respecting a period  of notice 
of 2 months.  

•   During  2021  , 2 people were made redundant following the termination of their jobs.   The average  
number  of employees in  2021  decreased further, to 13 employees, compared to 19 employees in  2020 and 
42 in  2019.  
 
These events and conditions indicate  the existence of significant uncertainty  that may raise  significant doubts 

about the  Company's ability to continue its activity.    The  financial statements concluded on 31 December 
2021 do not adequately present  this fact.  
4 Sale of buildings and land 
 
• As  presented in Note 15, in  April 2010  a  5-year loan  was contracted from  the majority shareholder 

Herz Armaturen Ges.m.b.H.,  worth 5 million Euros, with a rate of  variable interest Euribor + 2p.p which will be  
paid in full at maturity.  Following  an AGEA  decision in  2015,  the maturity of the loan was extended  by 
another 1 year, namely until 15.04.2016.  In  2021, the Company received a notification from Herz Armaturen 
Ges.m.b.H.  communicating   that they have concluded with  Koro Lando Real Estate SRL, a contract that has as 
object the assignment of the entire debt that Herz Armaturen Ges.m.b.H. has against the undersigned Armatura 
SA.  The assigned claim  in the total  amount of EUR 7,350,885 included the loan to be repaid, the interest 
accumulated in the balance on the date of the assignment and commercial debts.  

• As  presented in Note 25, on December 14,  2021, the Company concluded the  sale-purchase contract 
authenticated with the number 9617/14.12.2021, by which it sold all the buildings and land that it owned, to  
koro lando real estate SRL.  

• The  Company's debts to the assignee Koro Lando Real Estate SRL were compensated at    the end of 

December 2021 with  the debt towards it resulting from the sale of the buildings and land.  The remaining 
value  of the Company's claim  against Koro Lando Real Estate SRL  following the compensation is 2,169,115 
Euros, an amount included in the customer line and other claims within the situation   financial position  as at 
31 December 2021.  
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•  Koro Lando  Real Estate SRL is part of  the Herz group and has as  its majority shareholder the  
company Herz Armaturen GES.m.b.H., thus being  an affiliated part of the Company, within the meaning of the 
provisions of the IAS 24:9.  

•  According to   the sale-purchase agreement,  the sale price was set at  the value of 9,500,000 Euros  
based on an evaluation report of the buildings and land sold, drawn up by the  an an  ANEVAR authorized  
assessor. The net  gain   from the sale and derecognition of buildings and land is included  within the net other 

income/(loss)  line within the global result statement the financial year  ended 31 December 2021.  

• Given  that  the evaluation report was drawn up by  an expert hired by  the Company, and  its 
preparation involves the use of skills in a field other  than that of  accounting and audit,  in order to obtain 

audit evidence on the compliance of  the evaluation report  and the adequacy of the way in which the market 

value was  determined, we have established  that it is necessary to  use an expert of the auditor.  In accordance 

with ISA 620:7,  if skills in a field other  than accounting or auditing  are required in order to obtain sufficient 
appropriate audit evidence, the auditor  it must determine whether it will use the  work of  an expert of the 
auditor.  

• The verification prepared by  the auditor's expert identified nonconformities in  the evaluation report 

that  could have influenced the outcome of  the evaluation.  
 
 Consequently, we were not     in a position to obtain sufficient adequate audit evidence  on the basis of  which 
to determine whether  adjustments would have been necessary to the balance of the claim resulting from the 
compensation  the receivable from the sale of buildings and land with  the existing debt, reflected in the 
statement of financial position as at 31 December 2021. We  were also not  in a position to obtain sufficient 
adequate  audit evidence  on the basis of  which to determine whether  adjustments would have been 

necessary in the light of the  principle  of  the market on other net  income/(earnings)  as well as the profit for 

the financial year  ended 31 December 2021.  

5 We carried out   our audit in accordance with  the International Standards on Auditing ("ISA"),  EU Regulation 
No 537/2014 of the European Parliament and of the Council of 16 April 2014 (hereinafter referred to as 
"Regulation ") and Law no.162/2017 ("Law'').  Our responsibilities under these standards are described  in 

detail in the auditor's responsibilities  for auditing financial statements section  of  our report.  We are 

independent  from the Society, according to  the Code of Ethics of Professional Accountants issued by the 

Council for International Ethical Standards for Accountants (IESBA code), according to   ethical requirements  
which are relevant for the audit of financial statements  in Romania, including the Regulation and the Law, and 

we have fulfilled our  ethical responsibilities according to these requirements and according to  the IESBA 

Code. We believe that the audit evidence we have obtained is sufficient and appropriate  to form the  basis for 
our contrary view.   
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Other issues 

6 The  financial statements of the Company for the financial year  ended 31 December 2020 were  audited by  
another auditor, whose  report, issued  on 24 March 2021,  expressed a  an adverse opinion  on these financial 
statements, as  described in paragraphs 2.1 to 2.7 of the section "Basis of the contrary opinion" of that opinion.  
 

 Key audit  issues 

7 The  key audit aspects are those aspects which,  based on our professional judgement, were    most important 
for the audit of the financial statements  of the  current period.  These issues have been addressed in the context 
of  our audit of the financial statements  as  a whole and in forming our opinion on them, and we  do not 

provide a separate opinion  on these issues. Except as  described in the Section Basis of Contrary Opinion.  
 
Other information 
8 Other information includes the Management Report.  The administrators are responsible for the preparation 
and presentation of the Management Report in accordance with OMFP 2844/2016, paragraphs 15-19,  as well 
as for the internal control that the administrators  consider necessary to enable the  management  report to be 

drawn up and submitted which  does  not contain material misstatements due  to  fraud or error.  
 
The management report  is presented attached to the financial statements  and is not part of  the company's 
financial statements.  

 My  view on the  financial statements does  not cover the Management Report.  

In connection with the audit of the financial statements  for the financial year   ended 31 December 2021,  our 
responsibility is to read the Management Report and, in this regard, to appreciate  if there are significant 

inconsistencies between the Management Report and the  financial statements, if  the Management Report 
includes, in all material respects, the information required  by OMFP No 2844/2016,  paragraphs 15-19 and 

whether   based on our acquired knowledge and understanding of  the Company and its environment, during 

the  audit of  the financial statements, the information   The financial included in the Management Report  

appears to include significant errors  . If,  on the basis of the work carried out, we come to the conclusion that 
there are material errors with regard to this other information, we must  report this  .  
  As described  in the Basis of the contrary opinion section  above, there are events and conditions that 

indicate the  existence of significant uncertainty that can give rise to  significant doubts about  to the  

Company's ability to continue its activity, and the financial statements  concluded on 31 December 2021 do not  
adequately  present  this fact. Also, as I described in    the Section Basis of the contrary opinion above, we were 

not  able to obtain sufficient adequate audit evidence  on the basis of  which to determine whether it would be     
adjustments were needed on the balance of the claim resulting from  the compensation of the receivable from  
the sale of buildings and land with the debt of   
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existing, if  adjustments   were  necessary in terms of the market value principle on other net  income/(losses)  
as well as the profit for 2021.   Consequently, we can conclude that that other information is materially 
distorted  in relation  to these matters.   

 Management's responsibility  for the  financial statements 
9 The Company's management  is responsible for the preparation and faithful presentation of these financial 

statements prepared in accordance with OMFP no. 2844/2016 and the  accounting policies described in the  
notes to the statements financial and   internal   controls which management deems necessary to draw up 
financial statements   without material misstatement due to fraud or error.   
 

10 In drawing up the  financial statements,  the Management of the Company is responsible for assessing the 

Company's capacity  to continue its activity, for presenting, if applicable,  the aspects relating   to business 

continuity  and for the use of accounting on  the basis of business continuity,  unless the management either 
intends to liquidate the Company or to stop operations, or it has no  realistic alternative  other than them.  
 

11 The persons in charge of governance are responsible for supervising  the  company's financial reporting 
process.  
 

Responsibilities of the auditor for the  audit of  financial statements 

12  Our objectives  are to obtain reasonable assurance as  to whether the  financial statements as a whole are 

free from  material misstatements, whether caused by fraud or   error, as well as  in the issuance of  a report of 
the auditor that includes  my opinion.   Reasonable assurance  is a  high level of assurance, but is not  a 
guarantee that an audit conducted in accordance with  International Standards on Auditing ("ISAs") will  always 
detect  a  significant distortion, if any.  Distortions can be   caused either by fraud or error  and are considered 

material if it can reasonably be  expected that they, individually or cumulatively, will  influence  the economic 
decisions  of the users, taken on the basis of  these financial statements.  
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 Auditor's responsibilities  for the  audit of financial statements  (cont'd)  
13 As part of an audit under  the ISA, we exercise professional judgement and maintain professional scepticism 
throughout the  audit. Also:  

• We identify and assess the risks of  material misrepresentation of  the financial statements, caused by either 

fraud or error, we design and execute audit  procedures in response  to those risks and  we obtain sufficient 
and adequate audit evidence   to provide a basis for our opinion.  The risk of not detecting a  significant 
distortion caused by fraud is higher  than that of not detecting a  significant misstatement caused by the error 
because   the fraud it may involve collusion, forgery,  intentional omissions,  false statements and the avoidance 

of internal  control.  

• We understand the internal  control relevant to the audit, in order to design  audit  procedures appropriate 

to the circumstances, but without the purpose of expressing an opinion on the effectiveness of the  internal  
control of the Society.  

 • We assess the adequacy of  the  accounting policies used and the    reasonableness  of  the accounting 
estimates and related disclosures made  by  management.  

• We draw a conclusion on the   adequacy of  the management's use of accounting based on  business continuity  
and determine, based on the  audit  evidence obtained, whether there is    significant uncertainty about events 
or conditions that could  raise  significant doubts about the Company's ability to continue its business.      If we 

conclude that there is significant uncertainty,  we  must draw attention in the auditor's report to the  related 

presentations in the  financial statements or,   if  these presentations are inappropriate, let us change our  
opinion.  Our conclusions  are based on  the audit evidence obtained up to the date  of the auditor's report.  
However,   future events or conditions may cause the Company to cease  to   carry out its activity based on the 
principle of business continuity.  

 • We evaluate the presentation, structure and general  content of  financial statements, including disclosures, 
and the extent to  which  financial statements reflect transactions and events base in a manner that achieves  
faithful presentation.  
 
  14 We communicate to those responsible for governance, among other aspects,  the planned objectives and 

the time programming of  the audit, as well as  the  main audit findings, including any   significant deficiencies 

in  internal control, which we identify during the  audit.  
 

  15 We  also provide the people in charge of governance with  a statement about  our compliance with  ethical  
independence requirements and communicate all their relationships and other aspects which can      reasonably  
be considered as  likely to affect our  independence and,  where appropriate,  the  associated safety 
measures.  
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  16 Of the  issues we have communicated to  those responsible for governance, we establish those aspects that 

were of greater importance in the audit of  the financial statements in the current period  and therefore  
represent key audit issues.  
 
Other  legal and regulatory  provisions 

 17 We were appointed by  the General Meeting of Shareholders on April 27, 2021 to audit the financial 

statements of  Armatura SA for the financial year  ended December 31,  2021.  The total uninterrupted 
duration   of our commitment  is one year, covering the financial year  ended 31 December 2021.  
 
18 We have not provided the Company with the prohibited non-audit  services referred to  in Article 5(1) of  
EU Regulation No. 537/2014 of the European Parliament and of the Council and we remain independent from  
the Company  during the  audit.  
 

19 That report by the independent  auditor is addressed exclusively to  the shareholders of the Company  as a 

whole.  Our audit  was  carried out in  order to be able to report to  the company's shareholders those aspects 

that  we need to report in a financial audit report, and not  in  other  purposes.  To the extent permitted by law,    
we do not  accept  and assume responsibility only to the Company and its shareholders,  as a whole, for our 
audit, for  this report or for the opinion formed.  
 
Sebastian Andrei Bichescu 

Registered in the public  register of  financial auditors and  audit firms under no. AF3109  
In the name of,  
JP Auditors&Advisors LTD  
 Avram Iancu Square, Nr. 15, Cluj-Napoca,  Cluj County 

Registered in the public  register of  financial auditors and  audit firms under no. FA944  
Cluj Napoca, 28 March 2022 


