Notes to the consolidated
financial statements

1. General information

NV Bekaert SA (the ‘Company’) is a company domiciled in Belgium. The Company’s consolidated financial
statements include those of the Company and its subsidiaries (together referred to as the ‘Group’ or ‘Bekaert’)
and the Group’s interest in joint ventures and associates accounted for using the equity method. The consolidated
financial statements were authorized for issue by the Board of Directors of the Company on 22 March 2017.

2.  Summary of principal accounting policies

2.1. Statement of compliance

The consolidated financial statements have been
prepared in accordance with the International
Financial Reporting Standards (IFRSs) which have
been endorsed by the European Union. These
financial statements are also in compliance with the
IFRSs as issued by the IASB.

New and amended standards and interpretations

Standards, interpretations and amendments
effective in 2016

The main impact from newly adopted IFRS policies
relates to the amended IAS 19 ‘Employee Benefits’
included in Annual Improvements to IFRSs (2012-
2014 Cycle) (effective 1 January 2016) published in
September 2014. This amendment clarifies that, for
currencies for which there is no deep market in high
quality corporate bonds, the discount rate to be
used for post-employment benefit obligations should
be based on market yields on government bonds
denominated in that currency. It also requires the
application of this principle from the beginning of the
earliest comparative period presented in the first
financial statements in which the entity applies the
amendment. The amendment affects the discount
rate to be applied to the defined-benefit plans at
Ideal Alambrec SA (Ecuador), a subsidiary with US
dollar functional currency, and has an effect of

€ -5.6 million on equity at 1 January 2015.

The following amended standards have been
adopted in the current period but their adoption has
not had any impact on the amounts reported in
these financial statements, but may impact the
accounting for future transactions or arrangements.

- Annual Improvements to IFRSs (2012-2014
Cycle) (effective 1 January 2016), published in
September 2014. These improvements relate to
IFRS 5 ‘Non-current Assets Held for Sale and

Discontinued Operations’, elaborating on changes
in methods of disposal; IFRS 7 ‘Financial
Instruments: Disclosures’, clarifying continuing
involvement in transferred financial assets
through servicing contracts and the applicability of
the amendments to IFRS 7 to condensed interim
financial statements; and IAS 34 ‘Interim Financial
Reporting’, regulating disclosure of information
elsewhere in the interim financial report.

Amendments to IFRS 11 ‘Accounting for
Acquisitions of Interests in Joint Operations’
(effective 1 January 2016), providing guidance on
how to account for the acquisition of an interest in
a joint operation in which the activities constitute a
business as defined in IFRS 3 ‘Business
Combinations’.

Amendments to IFRS 10 and IAS 28 ‘Sale or
Contribution of Assets between an Investor and
its Associate or Joint Venture’ (effective

1 January 2016) specifying that any gain incurred
on the contribution of a business to an associate
or joint venture should not be eliminated in
consolidation.

Amendments to IAS 1 ‘Presentation of Financial
Statements’, Disclosure Initiative (effective

1 January 2016), specifying that materiality
should be considered in presenting information
whether on the face of the financial statements or
in the disclosures.

Amendments to IAS 16 ‘Property, plant and
equipment’ and IAS 38 ‘Intangible assets’,
specifying that a revenue-based depreciation
method is prohibited for items of property, plant
and equipment and is not an appropriate basis for
amortization of an intangible asset. As the Group
already uses the straight-line method for
depreciation and amortization for its property,
plant and equipment, and intangible assets
respectively, the application of these amendments
has had no impact on the Group’s consolidated
financial statements.



Standards, amendments and interpretations that
are not yet effective in 2016 and have not been
early adopted

The Group did not elect for early application of the
following new or amended standards, which could
have an impact when applied:

- IFRS 9 ‘Financial instruments’ (effective
1 January 2018). All recognized financial assets
that are within the scope of IAS 39 are required to
be subsequently measured at amortized cost or
fair value. Only debt investments acquired with
the intention of collecting the contractual cash
flows until their maturity are measured at
amortized cost. Other debt investments and all
equity investments are measured at fair value.
IFRS 9 also modifies the requirements with
respect to hedge accounting and introduces the
expected loss model for impairment of financial
assets.

The Group does not anticipate that the application
of the IFRS 9 requirements neither for the
expected loss model nor for hedge accounting will
have a material impact on the Group’s
consolidated financial statements. Bekaert very
rarely applies hedge accounting. Since the
merger with Bridon, the Group currently has a
very limited number of cash flow hedges. As facts
and circumstances may change during the period
leading up to the initial date of application of

IFRS 9, which is expected to be 1 January 2018
as the Group does not intend to early apply the
standard, the assessment of the potential impact
is subject to change.

- IFRS 15 ‘Revenue from Contracts with
Customers’ (effective 1 January 2018),
establishing a single comprehensive model for
entities to use in accounting for revenue arising
from contracts with customers. The new standard
introduces a 5-step approach to revenue
recognition and measurement: (1) identify the
contract with the customer; (2) identify the
performance obligations in the contract; (3)
determine the transaction price; (4) allocate the
transaction price to the performance obligations in
the contract; (5) recognize revenue when (or as)
the entity satisfies a performance obligation. It
also requires extensive disclosures.

The Group recognizes revenue from the following
sources: delivery of products and to a limited
extent of services, and construction contracts.
During 2016, Bekaert preliminarily assessed that
the delivery of goods and services represent two
separate performance obligations. Revenue will
be recognized for each of these performance
obligations when control over the corresponding
goods and services is transferred to the customer.
This is similar to the current identification of
separate revenue components under IAS 18.
Furthermore, we do not expect the allocation of
revenue to be significantly different from that
currently determined. The timing of revenue
recognition of each of these performance

obligations are also expected to be consistent
with current practice. As regards the construction
contracts, the Group has specifically considered
IFRS 15 guidance on contract combinations,
variable consideration, and the assessment of
whether there is a significant financing component
in the contracts. The Group has preliminarily
assessed that revenue from these construction
contracts should be recognized over time as the
customer controls the machinery during the
course of construction by the Group. Furthermore,
the Group considers that the input method
currently used to measure progress towards
complete satisfaction of these performance
obligations will continue to be appropriate under
IFRS 15.

The Group is still in the process of assessing the
full impact of the application of IFRS 15 on the
Group’s financial statements and it is not
practicable to provide a reasonable financial
estimate of the effect until there is a complete
detailed review. As a result, the above preliminary
assessment is subject to change. Bekaert does
not intend to early apply the standard and intends
to use the cumulative effect method upon
adoption.

IFRS 16 ‘Leases’ (effective 1 January 2019),
which supersedes IAS 17 ‘Leases’ and related
interpretations. The new standard eliminates the
classification of leases as either operating leases
or finance leases for a lessee. Instead all leases
are capitalized and accounted for in a similar way
to finance leases under IAS 17, except short-term
leases and leases of low-value assets. Lessor
accounting however remains largely unchanged.

IAS 17 does not require the recognition of any
right-of-use asset or liability for future payments
for these leases; instead, certain information is
disclosed as operating lease commitments in
7.4. 'Contingencies and commitments’. As at

31 December 2016, the Group has operating
lease commitments for a nominal amount of

€ 100.5 million. A preliminary assessment
indicates that these arrangements will meet the
definition of a lease under IFRS 16, and hence
the Group will recognize a right-of-use asset and
a corresponding liability in respect of all these
leases unless they qualify for low value or short-
term leases upon the application of IFRS 16. The
new requirement to recognize a right-of-use asset
and a related lease liability is expected to have a
significant impact on the amounts recognized in
the Group’s consolidated financial statements and
the Group is currently assessing its potential
impact. It is not practicable to provide a
reasonable estimate of the financial effect until
the review is complete.

Amendments to IAS 7 ‘Statement of Cash Flows’,
Disclosure Initiative (effective 1 January 2017),
requiring more disclosures on changes in
liabilities arising from financing activities.



Other new and amendments to standards and
interpretations effective after 2016 are not expected
to have a material impact on the financial
statements.

2.2. General principles

Basis of preparation

The consolidated financial statements are presented
in thousands of euros, under the historical cost
convention, except for investments held for trading
and available for sale, which are stated at their fair
value. Financial assets which do not have a quoted
price in an active market and the fair value of which
cannot be reliably measured are carried at cost.
Unless explicitly stated, the accounting policies are
applied consistently with the previous year.

Principles of consolidation

Subsidiaries

Subsidiaries are entities over which NV Bekaert SA
exercises control, which is the case when the
Company is exposed, or has rights, to variable
returns from its involvement with the entity and has
the ability to affect these returns through its power
over the entity. The financial statements of
subsidiaries are included in the consolidated
financial statements from the date when the Group
acquires control until the date when control is
relinquished. All intercompany transactions,
balances with and unrealized gains on transactions
between Group companies are eliminated;
unrealized losses are also eliminated unless the
impairment is permanent. Equity and net result
attributable to non-controlling shareholders are
shown separately in the balance sheet, the income
statement and the comprehensive income
statement. Changes in the Group's ownership
interests in subsidiaries that do not result in the
Group losing control over the subsidiaries are
accounted for as equity transactions. The carrying
amounts of the Group's interests and the non-
controlling interests are adjusted to reflect the
changes in their relative interests in the subsidiaries.
Any difference between the amount by which the
non-controlling interests are adjusted and the fair
value of the consideration paid or received is
recognized directly in equity. When the Group loses
control of a subsidiary, the profit or loss on disposal
is calculated as the difference between:

- the aggregate of the fair value of the
consideration received and the fair value of any
retained interest; and

- the carrying amount of the assets (including
goodwill), liabilities and any non-controlling
interests of the subsidiary before its disposal.

Joint arrangements and associates

A joint arrangement exists when NV Bekaert SA has
contractually agreed to share control with one or
more other parties, which is the case only when
decisions about the relevant activities require the

unanimous consent of the parties sharing control.

A joint arrangement can be treated as a joint
operation (i.e. NV Bekaert SA has rights to the
assets and obligations for the liabilities) or a joint
venture (i.e. NV Bekaert SA only has rights to the
net assets). Associates are companies in which

NV Bekaert SA, directly or indirectly, has a
significant influence and which are neither
subsidiaries nor joint arrangements. This is
presumed if the Group holds at least 20% of the
voting rights attaching to the shares. The financial
information included for these companies is
prepared using the accounting policies of the Group.
When the Group has acquired joint control in a joint
venture or significant influence in an associate, the
share in the acquired assets, liabilities and
contingent liabilities is initially remeasured to fair
value at the acquisition date and accounted for
using the equity method. Any excess of the
purchase price over the fair value of the share in the
assets, liabilities and contingent liabilities acquired
is recognized as goodwill. When the goodwill is
negative, it is immediately recognized in profit or
loss. Subsequently, the consolidated financial
statements include the Group's share of the results
of joint ventures and associates accounted for using
the equity method until the date when joint control or
significant influence ceases. If the Group’s share of
the losses of a joint venture or associate exceeds
the carrying amount of the investment, the
investment is carried at nil value and recognition of
additional losses is limited to the extent of the
Group’s commitment. Unrealized gains arising from
transactions with joint ventures and associates are
set against the investment in the joint venture or
associate concerned to the extent of the Group’s
interest. The carrying amounts of investments in
joint ventures and associates are reassessed if
there are indications that the asset has been
impaired or that impairment losses recognized in
prior years have ceased to apply. The investments
in joint ventures and associates in the balance sheet
include the carrying amount of any related goodwiill.

Foreign currency translation

Items included in the financial statements of each of
the Group’s entities are measured using the
currency of the primary economic environment in
which the entity operates (‘the functional currency’).
The consolidated financial statements are presented
in euro, which is the Company’s functional and the
Group’s presentation currency. Financial statements
of foreign entities are translated as follows:

- assets and liabilities are translated at the closing
exchange rate of the European Central Bank or,
in the case of the Venezuelan bolivar fuerte, at
the economic rate that is deemed representative
for dividend repatriations at the balance sheet
date;

- income, expenses and cash flows are translated
at the average exchange rate for the year, or, for
the Venezuelan entities, at the economic rate at
the balance sheet date, as required for entities
whose functional currency is the currency of a
hyperinflationary economy in accordance with



IAS 21, ‘The Effects of Changes in Foreign
Exchange Rates’;

- shareholders’ equity is translated at historical
exchange rates.

Exchange differences arising from the translation of
the net investment in foreign subsidiaries, joint
ventures and associates at the closing exchange
rate are included in shareholders’ equity under
‘cumulative translation adjustments’. On disposal of
foreign entities, cumulative translation adjustments
are recognized in the income statement as part of
the gain or loss on the sale. In the financial
statements of the parent company and its
subsidiaries, monetary assets and liabilities
denominated in foreign currency are translated at
the exchange rate at the balance sheet date, thus
giving rise to unrealized exchange results.
Unrealized and realized foreign-exchange gains and
losses are recognized in the income statement,
except when deferred in equity as qualifying cash
flow hedges and qualifying net investment hedges.
Goodwill is treated as an asset of the acquiree and
is accordingly accounted for in the acquiree’s
currency and translated at the closing rate.

2.3. Balance sheet items

Intangible assets

Intangible assets acquired in a business
combination are initially measured at fair value;
intangible assets acquired separately are initially
measured at cost. After initial recognition, intangible
assets are measured at cost or fair value less
accumulated amortization and any accumulated
impairment losses. Intangible assets are amortized
on a straight-line basis over the best estimate of
their useful lives. The amortization period and
method are reviewed at each financial year-end.

A change in the useful life of an intangible asset is
accounted for prospectively as a change in
estimate. Under the provisions of IAS 38 intangible
assets may have indefinite useful lives. If the useful
life of an intangible asset is deemed indefinite, no
amortization is recognized and the asset is reviewed
at least annually for impairment.

Licenses, patents and similar rights

Expenditure on acquired licenses, patents,
trademarks and similar rights is capitalized and
amortized on a straight-line basis over the
contractual period, if any, or the estimated useful
life, which is normally considered not to be longer
than ten years.

Computer software

Generally, costs associated with the acquisition,
development or maintenance of computer software
are recognized as an expense when they are
incurred, but external costs directly associated with
the acquisition and implementation of acquired ERP

software are recognized as intangible assets and
amortized over five years on a straight-line basis.

Rights to use land

Rights to use land are recognized as intangible
assets and are amortized over the contractual
period on a straight-line basis.

Research and development

Expenditure on research activities undertaken with
the prospect of gaining new scientific or
technological knowledge and understanding is
recognized in the income statement as an expense
when it is incurred.

Expenditure on development activities where
research findings are applied to a plan or design for
the production of new or substantially improved
products and processes prior to commercial
production or use is capitalized if, and only if, all of
the recognition criteria set out below are met:

- the product or process is clearly defined and
costs are separately identified and reliably
measured;

- the technical feasibility of the product is
demonstrated;

- the product or process is to be sold or used in
house;

- the assets are expected to generate future
economic benefits (e.g. a potential market exists
for the product or, if for internal use, its usefulness
is demonstrated); and

- adequate technical, financial and other resources
required for completion of the project are
available.

Capitalized development costs are amortized from
the commencement of commercial production of the
product on a straight-line basis over the period
during which benefits are expected to accrue. The
period of amortization normally does not exceed ten
years. An in-process research and development
project acquired in a business combination is
recognized as an asset separately from goodwill if
its fair value can be measured reliably.

Emission rights

In the absence of any IASB standard or
interpretation regulating the accounting treatment of
CO; emission rights, the Group has applied the ‘net
approach’, according to which:

- the allowances are recognized as intangible
assets and measured at cost (the cost of
allowances issued free of charge being therefore
zero); and

- any short position is recognized as a liability at
the fair value of the allowances required to cover
the shortfall at the balance sheet date.

Other intangible assets

Other intangible assets mainly include customer
lists and other intangible commercial assets, such
as brand names, acquired separately or in a



business combination. These are amortized on a
straight-line basis over their estimated useful life.

Goodwill and business combinations

Acquisitions of businesses are accounted for using
the acquisition method. The consideration
transferred in a business combination is measured
at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred
by the Group, liabilities incurred by the Group to the
former owners of the acquiree and the equity
interests issued by the Group in exchange for
control of the acquiree. Acquisition-related costs are
recognized in profit or loss as incurred.
The identifiable assets acquired and the liabilities
assumed are recognized at their fair value at the
acquisition date. Goodwill is measured as the
difference between:
(i) the sum of the following elements:
- consideration transferred;
- amount of any non-controlling interests in the
acquiree;
- fair value of the Group's previously held equity
interest in the acquiree (if any); and
(i) the net of the acquisition-date amounts of the
identifiable assets acquired and the liabilities
assumed. If, after reassessment, this difference is
negative (‘negative goodwill’), it is recognized
immediately in profit or loss as a bargain purchase
gain.

Non-controlling interests are initially measured
either at fair value or at their proportionate share of
the recognized amounts of the acquiree's
identifiable net assets. The choice of measurement
basis is made on a transaction-by-transaction basis.

When the consideration transferred by the Group in
a business combination includes assets or liabilities
resulting from a contingent consideration
arrangement, the contingent consideration is
measured at its acquisition-date fair value and
included as part of the consideration transferred in a
business combination. Subsequent changes in the
fair value of the contingent consideration are
recognized in profit or loss.

When a business combination is achieved in stages,
the Group's previously held equity interest in the
acquiree is remeasured to fair value at the
acquisition date (i.e. the date when the Group
obtains control) and any resulting gain or loss is
recognized in profit or loss. Amounts arising from
interests in the acquiree prior to the acquisition date
that have previously been recognized in other
comprehensive income are reclassified to profit or
loss where such treatment would be appropriate if
that interest were disposed of.

Impairment of goodwill

For the purpose of impairment testing, goodwill is
allocated to each of the Group’s cash-generating
units that are expected to benefit from the synergies
of the combination. Cash-generating units to which
goodwill has been allocated are tested for

impairment annually, or more frequently when there
is an indication that the unit's value may be
impaired. If the recoverable amount of the cash-
generating unit is less than the carrying amount of
the unit, the impairment loss is allocated first to
reduce the carrying amount of any goodwill
allocated to the unit and then to the other assets of
the unit in proportion to the carrying amount of each
asset in the unit. An impairment loss recognized for
goodwill is not reversed in a subsequent period.

Property, plant and equipment

The Group has opted for the historical cost model
and not for the revaluation model. Property, plant
and equipment separately acquired is initially
measured at cost. Property, plant and equipment
acquired in a business combination is initially
measured at fair value, which thus becomes its
deemed cost. After initial recognition, property, plant
and equipment is measured at cost less
accumulated depreciation and accumulated
impairment losses. Cost includes all direct costs and
all expenditure incurred to bring the asset to its
working condition and location for its intended use.
Borrowing costs directly attributable to the
acquisition, construction or production of a
qualifying asset are capitalized as part of the cost of
that asset. Depreciation is provided over the
estimated useful lives of the various classes of
property, plant and equipment on a straight-line
basis.

The useful life and depreciation method are
reviewed at least at each financial year-end. Unless
revised due to specific changes in the estimated
economic useful life, annual depreciation rates are
as follows:

- land 0%
- buildings 5%
- plant, machinery & equipment 8%-25%
- R&D testing equipment 16.7%-25%
- furniture and vehicles 20%
- computer hardware 25%

Assets held under finance leases are depreciated
over their expected useful lives on the same basis
as owned assets or, where shorter, the term of the
relevant lease. When the carrying amount of an
asset is greater than its estimated recoverable
amount, it is written down immediately to its
recoverable amount (see section on ‘Impairment of
assets’). Gains and losses on disposal are included
in the operating result.

Leases

Finance leases

Leases under which the Group assumes
substantially all the risks and rewards of ownership
are classified as finance leases. Items of property,
plant and equipment acquired by way of finance
lease are stated at the lower of their fair value and
the present value of the minimum lease payments at
inception of the lease, less accumulated



depreciation and impairment losses. In calculating
the present value of the minimum lease payments,
the discount factor used is the interest rate implicit
in the lease, when it is practicable to determine it;
otherwise the Company’s incremental borrowing
rate is used. Initial direct costs are included as part
of the asset. Lease payments are apportioned
between the finance charge and the reduction of the
outstanding liability. The finance charge is allocated
to periods during the lease term so as to produce a
constant periodic rate of interest on the remaining
balance of the liability for each period. A finance
lease gives rise to a depreciation expense for the
asset as well as a finance expense for each
accounting period. The depreciation policy for
leased assets is consistent with that for owned
depreciable assets.

Operating leases

Leases under which substantially all the risks and
rewards of ownership are effectively retained by the
lessor are classified as operating leases. Lease
payments under an operating lease are recognized
as an expense on a straight-line basis over the
lease term. The aggregate benefit of incentives
provided by the lessor is recognized, on a straight-
line basis, as a reduction of rental expense over the
lease term. Improvements to buildings held under
operating leases are depreciated over their
expected useful lives, or, where shorter, the term of
the relevant lease.

Government grants

Government grants relating to the purchase of
property, plant and equipment are deducted from
the cost of these assets. They are recognized in the
balance sheet at their expected value at the time of
initial government approval and corrected, if
necessary, after final approval. The grant is
amortized over the depreciation period of the
underlying assets.

Financial assets

The Group classifies its financial assets in the
following categories: at fair value through profit or
loss, loans and receivables and available for sale.
The classification depends on the purpose for which
the financial assets were acquired. Management
determines the classification of its financial assets at
initial recognition.

Financial assets at fair value through profit or
loss (FVTPL)

Financial assets are classified as at fair value
through profit or loss if they are held for trading.
Financial assets at FVTPL are stated at fair value,
with any resultant gains or losses recognized in
profit or loss. A financial asset is classified in this
category if acquired principally for the purpose of
selling in the short term. Derivatives are also

categorized as at FVTPL unless they are
designated and effective as hedges.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments which
are not quoted in an active market. The Group’s
loans and receivables category comprises, unless
stated otherwise, trade and other receivables, bills
of exchange received, short-term deposits and cash
and cash equivalents in the balance sheet. Loans
and receivables are measured at amortized cost
using the effective interest method, less any
impairment.

Bills of exchange received

Payment by means of hills of exchange (bank
acceptance drafts) is a widespread practice in
China. Bills of exchange received are either settled
at maturity date, discounted before the maturity date
or transferred to a creditor to settle a liability.
Discounting is done either with or without recourse.
With recourse means that the discounting bank can
claim reimbursement of the amount paid in case the
issuer defaults. When a bill is discounted with
recourse, the amount received is not deducted from
the outstanding bills of exchange received, but a
liability is recognized in ‘current interest-bearing
debt’ until the maturity date of that bill.

Cash & cash equivalents and short-term
deposits

Cash equivalents and short-term deposits are short-
term investments that are readily convertible to
known amounts of cash. They are subject to
insignificant risk of change in value. Cash
equivalents are highly liquid and have original
maturities of three months or less, while short-term
deposits have original maturities of more than three
months and less than one year.

Available-for-sale financial assets

Non-current available-for-sale assets include
investments in entities which were not acquired
principally for the purpose of selling in the short
term, and which are neither consolidated nor
accounted for using the equity method. Assets
classified in this category are stated at fair value,
with any resultant gains or losses recognized
directly in equity. In case of an impairment loss, the
accumulated loss is recycled from equity to the
income statement. However, they are stated at cost
if they do not have a quoted price in an active
market and their fair value cannot be reliably
measured by alternative valuation methods.

Impairment of financial assets

Financial assets, other than those at FVTPL, are
tested for impairment when there is objective
evidence that they could be impaired. A significant
or prolonged decline in the fair value of an
investment in an equity instrument below its cost



provides objective evidence of impairment. The
Group defines a significant decline as exceeding
30% of the cost and a prolonged decline as
continuing for more than one year. When a decline
in the fair value of an available-for-sale financial
asset has been recognized in other comprehensive
income and there is objective evidence that the
asset is impaired, the cumulative loss that had been
recognized in other comprehensive income is
reclassified from equity to the income statement as
an impairment loss. Impairment losses on available-
for-sale financial assets are never reversed through
income statement. For trade receivables and bills of
exchange received, amounts deemed uncollectible
are written off against the corresponding allowance
account at each balance sheet date. Additions to
and recoveries from this allowance account are
reported under ‘selling expenses’ in the income
statement.

Inventories

Inventories are valued at the lower of cost and net
realizable value. Cost is determined by the first-in,
first-out (FIFO) method. For processed inventories,
cost means full cost including all direct and indirect
production costs required to bring the inventory
items to the stage of completion at the balance
sheet date. Net realizable value is the estimated
selling price in the ordinary course of business, less
the costs of completion and costs necessary to
make the sale.

Share capital

When shares are repurchased, the amount of the
consideration paid, including directly attributable
costs, is recognized as a change in equity.
Repurchased shares (treasury shares) are
presented in the balance sheet as a deduction from
equity. The result on the disposal of treasury shares
sold or cancelled is recognized in retained earnings.

Non-controlling interests

Non-controlling interests represent the shares of
minority or non-controlling shareholders in the
equity of subsidiaries which are not fully owned by
the Group. At the acquisition date, the item is either
measured at its fair value or at the non-controlling
shareholders’ proportion of the fair values of net
assets recognized on acquisition of a subsidiary
(business combination). Subsequently, it is adjusted
for the appropriate proportion of subsequent profits
and losses. The losses attributable to non-
controlling shareholders in a consolidated subsidiary
may exceed their interest in the equity of the
subsidiary. A proportional share of total
comprehensive income is attributed to the non-
controlling interests even if this results in the non-
controlling interests having a deficit balance.

Provisions

Provisions are recognized in the balance sheet
when the Group has a present obligation (legal or
constructive) as a result of a past event, which is
expected to result in an outflow of resources
embodying economic benefits which can be reliably
estimated. Each provision is based on the best
estimate of the expenditure required to settle the
present obligation at the balance sheet date. When
appropriate, provisions are measured on a
discounted basis.

Restructuring

A provision for restructuring is only recognized when
the Group has approved a detailed and formal
restructuring plan, and the restructuring has either
commenced or has been announced publicly before
the balance sheet date. Restructuring provisions
only include the direct expenditure arising from the
restructuring which is necessarily incurred on the
restructuring and is not associated with the ongoing
activities of the entity.

Site remediation

A provision for site remediation in respect of
contaminated land is recognized in accordance with
the Group's published environmental policy and
applicable legal requirements.

Employee benefit obligations

The parent company and several of its subsidiaries
have pension, death benefit and health care benefit
plans covering a substantial part of their workforce.

Defined-benefit plans

Most pension plans are defined-benefit plans with
benefits based on years of service and level of
remuneration. For defined-benefit plans, the amount
recognized in the balance sheet (net liability or
asset) is the present value of the defined-benefit
obligation less the fair value of any plan assets. The
present value of the defined-benefit obligation is the
present value, without deducting any plan assets, of
expected future payments required to settle the
obligation resulting from employee service in the
current and prior periods. The present value of the
defined-benefit obligation and the related current
and past service costs are calculated using the
projected unit credit method. The discount rate used
is the yield at balance sheet date on high-quality
corporate bonds with remaining terms to maturity
approximating those of the Group's obligations. In
case the fair value of plan assets exceeds the
present value of the defined-benefit obligations, the
net asset is limited to the asset ceiling. The asset
ceiling is the present value of any economic benefits
available in the form of refunds from the plan or
reductions in future contributions to the plan. The
net interest on the net defined-benefit liability/asset
is based on the same discount rate. Actuarial gains
and losses comprise experience adjustments (the



effects of differences between the previous actuarial
assumptions and what has actually occurred) and
the effects of changes in actuarial assumptions.
Past service cost is the change in the present value
of the defined-benefit obligation for employee
service in prior periods and resulting in the current
period from a plan amendment or a curtailment.
Past service costs are recognized immediately
through profit or loss. Remeasurements of the net
defined-benefit liability (asset) comprise

(a) actuarial gains and losses, (b) the return on plan
assets, after deduction of the amounts included in
net interest on the net defined-benefit liability (asset)
and (c) any change in the effect of the asset ceiling,
after deduction of any amounts included in net
interest on the net defined-benefit liability (asset).
Remeasurements are recognized immediately
through equity. A settlement is a transaction that
eliminates all further legal or constructive obligations
for part or all of the benefits provided under a
defined-benefit plan, other than a payment of
benefits to, or on behalf of, employees that is set out
in the terms of the plan and included in the actuarial
assumptions.

In the income statement, current and past service
cost, including gains or losses from settlements are
included in the operating result (EBIT), and the net
interest on the net defined-benefit liability (asset) is
included in interest expense, under interest on
interest-bearing provisions. Pre-retirement pensions
in Belgium and plans for medical care in the United
States are also treated as defined-benefit plans.

Defined-contribution plans

Obligations in respect of contributions to defined-
contribution pension plans are recognized as an
expense in the income statement as they fall due.
By law, defined-contribution pension plans in
Belgium are subject to minimum guaranteed rates of
return. Before 2015 the defined-contribution plans in
Belgium were basically accounted for as defined-
contribution plans. New legislation dated December
2015 however triggered the qualification. As a
consequence, the defined-contribution plans are
reported as defined-benefit obligations, whereby as
from year end 2016 an actuarial valuation was
performed.

Other long-term employee benefits

Other long-term employee benefits, such as service
awards, are accounted for using the projected unit
credit method. However, the accounting method
differs from the method applied for post-employment
benefits, as actuarial gains and losses are
recognized immediately through profit or loss.

Share-based payment plans

The Group issues equity-settled and cash-settled
share-based payments to certain employees. Stock
option plans, performance share plan and personal
shareholding requirement plan which allow Group
employees to acquire shares of NV Bekaert SA are
of the equity-settled type.

Share appreciation rights and Performance Share
Units are of the cash-settled type, as they entitle
Group employees to receive payment of cash
bonuses, the amount of which is based on the price
of the Bekaert share on the Euronext stock
exchange.

Equity-settled share-based payments are
recognized at fair value (excluding the effect of non-
market-based vesting conditions) at the date of
grant. The fair value determined at the grant date of
the equity-settled share-based payments is
expensed, with a corresponding increase in equity,
on a straight-line basis over the vesting period,
based on the Group’s estimate of the stock options
that will eventually vest and adjusted for the effect of
non-market-based vesting conditions.

Cash-settled share-based payments are recognized
as liabilities at fair value, which is remeasured at
each reporting date and at the date of settlement.
Changes in fair value are recognized in the income
statement.

The Group uses binomial models or Monte Carlo
simulations to determine the fair value of the share-
based payment plans.

Interest-bearing debt

Interest-bearing debt includes loans and borrowings
which are initially recognized at the fair value of the
consideration received net of transaction costs
incurred. In subsequent periods, they are carried at
amortized cost using the effective interest- method,
any difference between the proceeds (net of
transaction costs) and the redemption value being
recognized in the income statement over the period
of the liability. If financial liabilities are hedged using
derivatives qualifying as a fair value hedge, the
hedging instruments are carried at fair value and the
hedged items are remeasured for fair value changes
due to the hedged risk (see accounting policies for
derivatives and hedging).

Trade payables and other current liabilities

Trade payables and other current liabilities, except
derivatives, are stated at cost, which is the fair value
of the consideration payable.

Income taxes

Income taxes are classified as either current or
deferred taxes. Current income taxes include
expected tax charges based on the accounting profit
for the current year and adjustments to tax charges
of prior years. Deferred taxes are calculated, using
the liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts. Deferred taxes are
measured using the tax rates expected to apply to
taxable income in the years in which those
temporary differences are expected to be realized or



settled, based on tax rates enacted or substantively
enacted at the balance sheet date. Deferred tax
assets are recognized to the extent that it is
probable that future taxable profit will be available
against which the temporary differences can be
utilized; this criterion is reassessed at each balance
sheet date. Deferred tax on temporary differences
arising on investments in subsidiaries, associates
and joint ventures is provided for, except where the
Group is able to control the timing of the reversal of
the temporary difference and it is probable that the
temporary difference will not be reversed in the
foreseeable future.

Derivatives, hedging and hedging reserves

The Group uses derivatives to hedge its exposure to
foreign-exchange and interest-rate risks arising from
operating, financing and investing activities. The net
exposure of all subsidiaries is managed on a
centralized basis by Group Treasury in accordance
with the aims and principles laid down by general
management. As a policy, the Group does not
engage in speculative or leveraged transactions.

Derivatives are initially and subsequently measured
and carried at fair value. The fair value of traded
derivatives is equal to their market value. If no
market value is available, the fair value is calculated
using standard financial valuation models, based
upon the relevant market rates at the reporting date.

The Group applies hedge accounting in accordance
with IAS 39 to reduce income statement volatility.
Depending on the nature of the hedged risk, a
distinction is made between fair value hedges, cash
flow hedges and hedges of a net investment in a
foreign entity.

Fair value hedges are hedges of the exposure to
variability in the fair value of recognized assets and
liabilities. The derivatives classified as fair value
hedges are carried at fair value and the related
hedged items (assets or liabilities) are remeasured
for fair value changes due to the hedged risk. The
corresponding changes in fair value are recognized
in the income statement. When a hedge ceases to
be highly effective, hedge accounting is
discontinued and the adjustment to the carrying
amount of a hedged interest-bearing financial
instrument is recognized as income or expense and
will be fully amortized over the remaining period to
maturity of the hedged item.

Cash flow hedges are hedges of the exposure to
variability in future cash flows related to recognized
assets or liabilities, highly probable forecast
transactions or currency risk on unrecognized firm
commitments. Changes in the fair value of a
hedging instrument that qualifies as a highly
effective cash flow hedge are recognized directly in
shareholders’ equity (hedging reserve). The
ineffective portion is recognized immediately in the
income statement. If the hedged cash flow results in
the recognition of a non-financial asset or liability, all
gains and losses previously recognized directly in

equity are transferred from equity and included in
the initial measurement of the cost or carrying
amount of the asset or liability. For all other cash
flow hedges, gains and losses initially recognized in
equity are transferred from the hedging reserve to
the income statement when the hedged firm
commitment or forecast transaction results in the
recognition of a profit or loss. When the hedge
ceases to be highly effective, hedge accounting is
discontinued prospectively and the accumulated
gain or loss is retained in equity until the committed
or forecast transaction occurs. If the forecast
transaction is no longer expected to occur, any net
cumulative gain or loss previously reported in equity
is transferred to the income statement.

If a net investment in a foreign entity is hedged, all
gains or losses on the effective portion of the
hedging instrument, together with any gains or
losses on the foreign-currency translation of the
hedged investment, are taken directly to equity. Any
gains or losses on the ineffective portion are
recognized immediately in the income statement.
The cumulative remeasurement gains and losses on
the hedging instrument, that had previously been
recognized directly in equity, and the gains and
losses on the currency translation of the hedged
item are recognized in the income statement only on
disposal of the investment.

In order to comply with the requirements of IAS 39
regarding the use of hedge accounting, the strategy
and purpose of the hedge, the relationship between
the financial instrument used as the hedging
instrument and the hedged item and the estimated
(prospective) effectiveness are documented by the
Group at the inception of the hedge. The
effectiveness of existing hedges is monitored on a
quarterly basis. Hedge accounting for ineffective
hedges is discontinued immediately.

The Group also uses derivatives that do not satisfy
the hedge accounting criteria of IAS 39 but provide
effective economic hedges under the Group's risk
management policies. Changes in the fair value of
any such derivatives are recognized immediately in
the income statement.

Derivatives embedded in non-derivative host
contracts are treated as separate derivatives when
they meet the definition of a derivative, their risks
and characteristics are not closely related to those
of the host contract and the host contract is not
measured at fair value through profit or loss.

Impairment of assets

Goodwill and intangible assets with an indefinite
useful life or not yet available for use are reviewed
for impairment at least annually; other tangible and
intangible fixed assets are reviewed for impairment
whenever events or changes in circumstances
indicate that their carrying amount may not be
recoverable. An impairment loss is recognized in the
income statement as and when the carrying amount
of an asset exceeds its recoverable amount (being



the higher of its fair value less costs of disposal and
its value in use). The fair value less costs of
disposal is the amount obtainable from the sale of
an asset in an arm’s length transaction less the
costs of disposal, while value in use is the present
value of the future cash flows expected to be
derived from an asset. Recoverable amounts are
estimated for individual assets or, if this is not
possible, for the smallest cash-generating unit to
which the assets belong. Reversal of impairment
losses recognized in prior years is included as
income when there is an indication that the
impairment losses recognized for the asset are no
longer needed or the need has decreased, except
for impairment losses on goodwill, which are never
reversed.

2.4. Income statement items

Revenue recognition

Revenue is recognized when it is probable that the
economic benefits associated with a transaction will
flow to the entity and the amount of the revenue can
be measured reliably. Sales are recognized net of
sales taxes and discounts. Revenue from the sale of
goods is recognized when delivery takes place and
the transfer of risks and rewards is completed.
When it can be measured reliably, revenue from
construction contracts is recognized by reference to
the stage of completion. When the outcome of a
construction contract cannot be estimated reliably,
contract revenue is recognized only to the extent of
the contract costs incurred that are likely to be
recoverable. In the period in which it is determined
that a loss will result from the performance of a
contract, the entire amount of the estimated ultimate
loss is charged against income. No revenue is
recognized on barter transactions involving the
exchange of similar goods or services. Interest is
recognized on a time-proportional basis that reflects
the effective yield on the asset. Royalties are
recognized on an accrual basis in accordance with
the terms of agreements. Dividends are recognized
when the shareholder's right to receive payment is
established.

Underlying performance measures

In order to comply with ESMA guidelines, the term
‘non-recurring’ is no longer used. The amounts
previously reported under ‘non-recurring’ are
reported as part of the other operating expenses
and revenues. The ‘EBIT’ and ‘EBITDA’ terms have
been retained as such, while ‘REBIT’ and
‘REBITDA’ have been replaced with ‘EBIT-
Underlying’ and ‘EBITDA-Underlying’.

Operating income and expenses that are related to
restructuring programs, impairment losses, business
combinations, business disposals, environmental
provisions or other events and transactions that
have a one-time effect are excluded from
Underlying EBIT(DA) measures. Restructuring

programs mainly include lay-off costs, gains and
losses on disposal, and impairment losses of assets
involved in a shut-down, major reorganization or
relocation of operations. When not related to
restructuring programs, only impairment losses
resulting either from testing cash-generating units or
from intragroup transfers qualify as one-time effects.
One-time effects from business combinations mainly
include: acquisition-related expenses, negative
goodwill, gains and losses on step acquisition, and
recycling of CTA on the interest previously held.
One-time effects from business disposals include
gains and losses on the sale of businesses that do
not qualify as discontinued operations. These
disposed businesses may consist of integral, or
parts (disposal groups) of, subsidiaries, joint-
ventures and associates. Besides environmental
provisions, other events or transactions that have a
one-time effect mainly include disasters, sales of
investment property and significant litigations.
Bekaert believes that the separate presentation of
these items is essential for the readers of its
financial statements who want to analyze
comparable figures.

2.5. Statement of
comprehensive income
and statement of
changes in equity

The statement of comprehensive income presents
an overview of all income and expenses recognized
both in the income statement and in equity. In
accordance with IAS 1, ‘Presentation of Financial
Statements’, an entity can elect to present either a
single statement of comprehensive income or two
statements, i.e. an income statement immediately
followed by a comprehensive income statement.
The Group elected to do the latter. A further
consequence of presenting a statement of
comprehensive income is that the content of the
statement of changes in equity is confined to owner-
related changes only.

2.6. Miscellaneous

Non-current assets held for sale and
discontinued operations

A non-current asset or disposal group is classified
as held for sale if its carrying amount will be
recovered principally through a sale transaction
rather than through continuing use. This condition is
regarded as met only when the sale is highly
probable and the asset (or disposal group) is
available for immediate sale in its present condition.
A discontinued operation is a component of an
entity which the entity has disposed of or which is
classified as held for sale, which represents a
separate major line of business or geographical



area of operations and which can be distinguished
operationally and for financial reporting purposes.

For a sale to be highly probable, the entity should
be committed to a plan to sell the asset (or disposal
group), an active program to locate a buyer and
complete the plan should be initiated, and the asset
(or disposal group) should be actively marketed at a
price which is reasonable in relation to its current
fair value, and the sale should be expected to be
completed within one year from the date of
classification. Assets classified as held for sale are
measured at the lower of their carrying amount and
fair value less costs necessary to make the sale.
Any excess of the carrying amount over the fair
value less costs to sell is included as an impairment
loss. Depreciation of such assets is discontinued as
from their classification as held for sale.
Comparative balance sheet information for prior
periods is not restated to reflect the new
classification in the balance sheet.

Contingencies

Contingent assets are not recognized in the
financial statements. They are disclosed if the inflow
of economic benefits is probable. Contingent
liabilities are not recognized in the financial
statements, except if they arise from a business
combination. They are disclosed, unless the
possibility of a loss is remote.

Events after the balance sheet date

Events after the balance sheet date which provide
additional information about the Company’s position
as at the balance sheet date (adjusting events) are
reflected in the financial statements. Events after
the balance sheet date which are not adjusting
events are disclosed in the notes if material.



2.7. Restatement and reclassification effects

The 2015 comparative information has been restated due to:

@)

The application of the amendment to IAS 19 ‘Employee benefits’ coming into effect in 2016.

The appropriate discount factor in accounting for employee benefit obligations should be currency based and
no longer country based. Moreover this principle should be applied retrospectively, requiring a restatement of
the comparative period. The amended standard affects the defined-benefit plans in Ecuador, where a
reference is made to USD bonds, both on defined-benefit obligation (€ 5.6 million) and on benefit expense
level.

The 2015 comparative information has been reclassified due to:

(b)

(©)

(d)

The ESMA guidelines on alternative performance measures.

The term ‘non-recurring’ is no longer used. The amounts previously reported under ‘non-recurring’ are
reported as part of the other operating expenses and revenues. Terms as ‘EBIT and ‘EBITDA’ have been
retained as such, while ‘REBIT’ and ‘REBITDA’ have been replaced with ‘EBIT-Underlying’ and ‘EBITDA-
Underlying’.

Acquisition-related external professional fees.

Similar to the treatment of professional fees in relation to the divestment of a business, fees for acquisition-
related professional services rendered by third parties are presented as other operating expenses and
excluded from Underlying EBIT(DA). This does not apply to services rendered for integration programs
related to acquired companies. The accounts have been reclassified in this respect for an amount of

€ 9.3 million (decrease of administrative expenses).

Accrued interest income and accrued interest charges.

In accordance with IFRS, financial assets and liabilities, except for specific categories which are carried at
fair value, are carried at amortized cost using the effective interest method, which basically means that
accrued interests are included. Therefore, in order to enhance presentation consistency and compliance,
accrued interest income (2015: € 1.6 million) is reclassified (within other current assets) from accrued income
to current financial receivables, while accrued interest charges (2015: € 6.5 million) are reclassified from
other current liabilities to current interest-bearing debt. Both of these reclassifications also affect the net debt.

The IAS 19 restatements effects in the statement of changes in equity have been presented as adjustments of the
opening balances. For the purpose of this annual report, the reclassifications and restatement effects are not
presented on the face of the other financial statements. They are summarized below in a concise format and
referenced to one of the above restatement elements (a, b, ¢ or d) where appropriate.





