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1. We have audited the financial statements of Mecanica Ceahlau S.A. ("the Company"). wh ich 
comprise the statement of financial position as at 31 December 2020, the statements of profitor 
loss and other comprehensive income, changes in equity and cash flows for the year then ended, 
and notes, comprising significant accounting policies and other explanatory information. 

2. The financial statements as at and for the year ended 31 December 2020 are identified as fol lows: 

• Net assets{Total equity: 
• Net loss for the year: 

Lei 47,800,744 
Le i -2,338,925 

3. In our opinion, the accompanying financial statements give a true and fair view of the f inancial 
position of the Company as at 31 December 2020, and of its financial performance and its cash 
flows for the year then ended in accordance with the Order of Minister of Public Finance No. 
2844/2016 for approval of accounting regulations in accordance with International Financial 
Reporting Standards ("OMPF no. 2844/2016"). 

4. We conducted our aud it in accordance with International Standards on Auditing (" ISAs" ), Regulation 
(EU) no. 537/2014 of the European Parliament and of the Council ("the Regu lation") and Law no. 
162/2017 ("the Law") . Our responsibilities under those standards and regulations are further 
described in the Auditors' Responsibilities for the Audit of the Financial Statements section of our 
report. We are independent of the Company in accordance with International Ethics Standardb
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'TRANSLATOR'S EXPLANATORY NOTE: The above translation of the auditors' report is provided as a free translauon from Romanian which is 
the official and binding version. 
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Board for Accountants International Cade of Ethics for Professional Accountants (including 
lnternationallndependence Standards) ("IESBA Cade") together w ith the ethical requirements that 
are relevant to aur audit of the financial statements in Romania, including the Regu lation and the 
Law and we have fulfi lled aur other ethical responsibilities in accordance with these requ irements 
and the IESBA Cade. We be lieve that the audit evidence we have obta ined is sufficient and 
appropriate to provide a basis for aur opinion. 

Key Audit ~!~~ . 

5. Key audit matters are those matters that, in aur professional judgment, were of most significance 
in aur audit of the financial statements of the current period. These matters were addressed in the 
context of aur audit of the financial statements as a whole, and in forming aur opinion thereon, and 
we do not provide a separate opinion on these matters . 

. . . . 
Revenue- Lei 18,823,557 for the year ended 31 December 2020 (Lei 29,500,719 for the year ended 
31 December 2019) 

See Note 31. ("Revenue from contracts with customers") and Note 5 ("Revenue") to the financial 
statements. 

The key audit matter 

The Company earns revenues primarily from 
the sale of finished products and trading goods, 
including equ ipment for the agricultura! 
industry. 

While application of revenue recognition 
principles of the relevant financial reporting 
standards may be complex, in the Company's 
case the majority of sa les arrangements are 
standard and straightforward. However, certain 
complexity is associated with the fo llowing 
factors : 

Significant uncertainty associated with 
estimating the amount of contract 
consideration, in particular as regards 
variable consideration in the form of 
discounts provided to the customers; 

Judgement required in determination at 
which point in time control transfers to the 
customer, and thus a given performance 
obligation is satisfied, with the shipping 
terms of the arrangement as relevant 
consideration. 

We identified the recognition of revenue as a 
key audit matter because of the above factors, 
as well as the tact that revenue is one of the 
Company's key performance indicators, and 
also, management incentive plans are based on 
achieving certain revenue-related targets . 
Therefore there is an inherent risk of 

How the matter was addressed in our audit 

Our audit procedures included, among others: 

Updating aur understanding of and evaluating 
the Company's revenue recognition process, 
and testing related interna! controls, in 
particular the controls associated with 
estimating sa les bonus and recognition of 
revenue in the correct period; 

Assessing the Company's revenue recogn ition 
policy for compliance with relevant provisions 
of the financia l reporting standards; 

lnspecting sales contracts with customers, on a 
sample basis, for key sales transaction terms, 
including the terms of delivery and acceptance 
and any variable consideration arrangements; 

Obtaining externa! confirmations for a sample 
of sa les transactions (invoices) for the year 
ended 31 December 2020, and also for 
outstanding trade receivable balances as at that 
date, directly from customers; 

Tracing a sample of revenue transact ions 
recogn ised in December 2020 from the sales 
ledger to supporting evidence, 1ncluding, 
among others, invoices, delivery notes, 
customer acceptance and, where applicable, 
payment documents; 



r 
manipulation of the tim ing of recognit ion of 1 -

revenue by management, part icula rl y given the 
judgment required in respect of certain aspects 
of revenue recognition, as discussed above. 
Accordingly, the area required our increased 
attention in the audit. 

. ' . 

For a sample of customer contracts, 
cha lleng ing the accuracy and completeness of 
customer bonuses recognized by means of: 

o inspection of the relevant terms in the 
sa les contracts; 

o using contractual bonus rates and annual 
turnover data derived from sa les ledger, 
performing an independent estimate of the 
amount of bonuses the customers were 
entitled for in 2020; 

o comparing our own estimate to the 
bonuses recognized in the financial 
statements; 

lnspecting credit notes recorded after the 
financial year end and eva luating whether the 
related adjustments to revenue had been 
recorded in the appropriate financial period; 

lnspecting underlying documentation fo r 
manual journal entries relat ing to revenue 
raised during the year and also for selected 
sales transactions in December 2020 and 
January 202 1 meeting specif ic risk-based 
cr iteria, and making corroborating inquiries of 
the relevant personnel to understand the nature 
of the entries; 

Examin ing whether the Company's revenue 
recognition-related disclosures in the financial 
statements appropriately include and describe 
the re levant quantitative and qualitative 
information required by the applicable f inancial J 
reporting framework. 

6. The Board of Directors is responsible for the preparation and presentation of other information . The 
other information comprises the Board of Directors' Report, but does not include the financial 
statements and our auditors' report thereon . 

Our opinion on the financial statements does not cover the other information and, except to the 
extent otherwise explicitly stated in our report, we do not express any form of assurance conclusion 
thereon. 

In connection with our aud it of the financia l statements, our responsibi lity is to read the other 
information and, in doing so, cons ider whether the other information is materially inconsistent w ith 
the financia l statements or our knowledge obtained in the aud it, or otherwise appears to be 
materia lly misstated . 

With respect to the Board of Directors' Report we read and report whether the Board of Directors' 
Report is prepared, in ali materia l respects, in accordance with OMPF no. 2844/2016, articles 15-
19 of the accounting regulations in accordance with International Financia l Reporting Standards. 

Based solely on the work required to be undertaken in the course of the audit of the financial 

statements, in our opinionl;l( 



a) The information given in the Board of Directors' Report for the financial year for which the 
financia l statements are prepared is consistent, in ali material respects, with the financial 
statements; 

b) The Board of Directors' Report has been prepared, in ali material respects, in accordance with 
OMPF no. 2844/2016, articles 15 - 19 of the accounting regulat ions in accordance with 
1 nternational Financial Reporting Standards. 

In addit ion, in light of the knowledge and understanding of the Company and its environment 
obtained in the course of our audit we are required to report if we have identified material 
misstatements in the Board of Directors' Report. We have nothing to report in this regard . 

. . 
7. Management is responsib le for the preparation of financial statements that give a true and fair view 

in accordance with OMPF no. 2844/2016 and for such interna! 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. 

8. In preparing the financial statements, management is responsible for assessing the Company's 
abi lity to continue as a going concern, disclos ing, as applicable, matters related to going concern 
and using the going concern basis of accounting unless management either intends to liquidate the 
Company or to cease operations, or has no rea li stic alternative but to do so. 

9. Those charged w ith governance are responsible for overseeing the Company's financial reporting 
process. 

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

11. As part of an aud it in accordance with ISAs, we exercise profess iona l judgment and maintain 
profess ional skepticism throughout the audit. We also: 

ldentify and assess the risks of material misstatement of the f inancial statements, whether due 
to fraud or error, design and perform audit procedures responsive to those risks, and obtain 
aud it evidence that is sufficient and appropriate to provide a basis for our opin ion. The risk of 
not detecting a material misstatement resulting from fraud is higher than for one resulting from 
error, as fraud may involve collusion, forgery, intentiona! omissions, misrepresentations, or the 
override of interna! contro l. 

Obtain an understanding of interna! control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Company's interna! control. 

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

Conclude on the appropriateness of management's use of the going concern basis of 
accounting and, based on the audit evidence obta ined, whether a material uncerta inty exists 
related to events or conditions that may cast significant doubt on the Company's abi lity to 
cont inue as a going concern. lf we conci ude that a material uncertainty exists, we are required 
to draw attention in our auditors ' report to the related disclosures in the f inancial statement~~ 



or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the 
audit evidence obtained up to the date of our auditors' report. However, future events or 
conditions may cause the Company to cease to continue as a going concern. 

Evaluate the overa ll presentation, structu re and content of the financial statements. including 
the disclosures, and whether the financial statements represent the underlying transactions 
and events in a manner that ach ieves fair presentation. 

12. We communicate with those charged with governance regard ing, among other matters, the 
planned scope and timing of the audit and significant audit findings, including any sign ificant 
deficiencies in interna! control that we identify during our audit. 

13. We also provide those charged with governance with a statement that we have comp lied with 
relevant ethical requirements regarding independence, and communicate with them ali 
relationsh ips and other matters that may reasonab ly be thought to bear on our independence, and 
where applicable, actions taken to eliminate threats or safeguards applied. 

14. From the matters communicated with those charged w ith governance, we determine those matters 
that were of most significance in the audit of the financial statements of the current period and are 
therefore the key audit matters. We describe these matters in our auditors' report unless law or 
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, 
we determine that a matter should not be communicated in our report because the adverse 
consequences of doing so would reasonably be expected to outweigh the publ ic interest benefits 
of such communication. 
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15. We were appointed by the General Shareholders' Meeting on 9 May 2019 to audit the f inancial 
statements of Mecanica Ceahlau S.A. for the year ended 31 December 2020. Our total 
uninterrupted period of engagement is 2 years, covering the periods ending 31 December 2019 to 
31 December 2020. 

16. We confirm that: 

our audit opin ion is consistent w ith the additional report presented to the Audit Committee of 
the Company, which we issued on the same date as the date of issuance of this independent 
auditors' report. We also remained independent of the audited entity in conducting the aud it. 

we have not provided to the Company the prohibited non-audit services (NASs) referred to in 
Artic le 5(1) of EU Regu lation (EU) No 537/2014/
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The engagement partner on the audit resulting in this independent auditors' report is MI HALI HORA TIU 
MIHAI. 

Refer to the original signed Romanian version 

For and on behalf of KPMG Audit S.R.L.: 

MIHALI HORATIU MIHAI 

registered in the electron ic public register of 
financial auditors and audit firms under no 
AF3354 

Cluj-Napoca, 15 March 2021 
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