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INDEPENDENT AUDITORS' REPORT
To the Board of Directors of ANTEA CEMENT SHA - TIRANE

We have audited the condensed financial statements for group consolidation reporting

purposes of Antea Cement Sha (“the Company”), which comprise the statement of

financial position as at 31 December 2011, the statement of comprehensive income,

statement of changes in equity and statement of cash flow for the year then ended, and a

summary of significant accounting policies and other explanatory infermation prepared for

the sole purpose of consolidation into the Titan Cement Company S.A. consolidated
] financial statements, which are prepared in accordance with IFRS.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial

statements in accordance with International Financial Reporting Standards, 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
l error.

| Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our
audit. Except as explained below, 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
I statements, whether due to fraud or error. In making those risk assessments, the auditors
consider 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
1 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 audit opinion based on the scope of our audit procedures. The scope
l of our audit procedures was established based on the tolerable error set for group

reporting purposes, amounting to € 500.000.




Opinion

In our opinion, based on the assigned tolerable error, for the sole purpose of inclusion in
the consolidation of Titan Cement Company S.A., the condensed financial statements
referred to above give a true and fair view of the financial position of the Company as of
31 December 2011 and of its financial performance and cash flows for the year then
ended in accordance with International Financial Reporting Standards.

This report is intended solely for the use of the Company and the ultimate Parent
company and should not be used for any other purpose.

30 January 2012, Tirana

(A ‘:‘.*.m:cs Contifres) Puddore Shpl

Ernst & Young Certified Auditors Ltd -
Skopje Triana Branch.



Antea Cement Sh.A. - Albania

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2011

2011 2010
Notes ALL000 ALL’000
Salcs of products 3.1 7.623.150 6.800.967
Other revenues 3.2 59.303 - B6.197
Revenne 7.682.453 6.887.164
Cost of Sales 33 {6.203.935) (5.193.461)
Gross Profit 1.478.518 1.693.703
Other Income 34 148.086 231.677
Other Expenses 35 (330.228) (279.878)
Selling and Marketing Expenses 3.6 {597.820) {708.808)
Adminisirativc expenses 3.7 {590.108) {476.263)
Operating Profit 108.448 (460.431)
Financc revenue 3.9 782.321 6495.118
Finance cost 39 (1.800.050) (1.099.151)
Profit before tax (909.281) 10.398
Income tax expense 4.0 (276.667) {177.450)
Profit for the year (1.185.948 (167.092)
Other comprehensive income - -
Total comprehensive income for the
year, net of tax (1.185.948) (167.092)

The Statement of Comprehensive Income is to be read in conjunction with the notes set on pages 5 to 31,

forming an integral part of the financial statements.




Antea Cement Sh.A. - Albania

STATEMENT OF FINANCIAL POSITION

at 31 December 2011

2011 2010
Notes ALL000 ALL’000
ASSETS
Non-current assets
Property, plant and equipment 5 22.261.722 22.837.676
Intangible assets 6 22.191 11.510
Investment in subsidiary 7 937.971 825.146
Deferred Tax Assets 4.1 - -
23.221.884 23.674.332
Current asscts
Inventories 8 1.488.627 1.123.141
Trade Receivables 9 1.296.48! 1.015.633
Other Receivabies 10 2.450.300 2.798.899
Receivables from Related Parties 16.b 370.777 231.033
Cash and cash equivalents 11 651.635 268.832
6.257.820 5.437.538
TOTAL ASSETS 29.479,704 29.111.870
EQUITY AND LIABILITIES
Capital and reserves
Issued Capital 12 7.686.510 7.686.510
Retained earnings (2.979.896) (1.793.948)
4.706.614 5.892.562
Non-current liabilities
Interest-bearing loans & borrowings 13a 20.497.110 20.390.270
Re-forestation provision 14 26.743 39.026
Deferred tax liabilities /netted/ 4.1 447.282 170.615
20.971.135 20.599.911
Current liabilities
Trade payables 15 670.487 1.196.871
QOther payables 16 26.126 67.770
Interest-bearing loans & borrowings 13.b 2.053.270 733.452
Payables to Related Parties 16.d 1.052.072 621.304
3.801.955 2.619.397
' TOTAL EQUITY AND LIABILITIES 29.479.704 29.111.870
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The Statement ofl’l/nancial Position is to be read in conjunction with the noles sct on pages 5 1o 31, forming an
integral part of the financial statements.




Antea Cement Sh.A. - Albania

STATEMENT OF CASH FLOWS
For the year ended 31 December 2011

Profit before tax
Cash flows from operating activities
Non cash adjustments
Depreciation and impairment of PPE
Amortization of intagible Assets
Correction of errors
Movement in doubtful debt allowance
Movement in restoration provision
Interest income
Interst expense
FX Gains / Losses
(Gain)/Losses on Disposal of FA
Operating profit before working capital changes
Working capital adjustment:
Decrease / (Increase) in inventories
Decrease / (Increase) in trade and other receivables
Increase / (Decrease) in trade and other payables

Net Cash flows generated from operations

Cash flows from investing activities
Proceeds from sale, plant and equipment
Purchase of property, plant and equipment
Purchase of intangible assets

Purchase of shares in subsidaries investments
Interest income received

Net cash flows generated (used in) / from investing activities

Cash flows from financing activities
Proceeds of borrowings net
Interest Paid

Interest Received

Repyment of borrowings
Repayment of Front End Fees

Net cash flows (used) in financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at 1 January

' Cash and cash equivalents at 31December

The Statement of Cash Flow is to be read in conjunction with the notes set on pages 5 to 31, forming an

integral part of the financial statements.

Notes 2011 2010
ALL’000 ALL’000
(909.281) 10.398
785.240 454.130
2.798 1.520

- (36.597)

142.381 29.569
(12.283) (7.531)
(8.652) -
904.591 185.194
82.024 199.473
6.072 -
992.890 836.156
(365.486) (867.893)
(207.574) 326.580
(149.948) (2.618.236)
269.882 (2.323.393)

- (30)
(215.358) (3.280.608)
(13.479) (9.958)
(112.825) (318.472)
(341.662) (3.609.068)
5.276.705 6.288.424
(826.549) (183.597)
8.652 2.667
(3.957.180) -
(47.045) -
454.583 6.107.494
382.803 175.033
268.832 93.799




Antea Cement Sh.A. - Albania

STATEMENT OF CHANGES IN

EQUITY

For the year ended 31 Dccember 2010

At 1 January 2010
INet loss for the year

Other Comprehensive
Ineome

Total Comprehensive Loss
for the Period

* At 31 December 2018

For the ycar ended 31 December 2011

At 1 January 2011

Net loss for the year

Other Comprehensive
Income

Total Comprehensive Loss
for the Period

Share capital Retained earnings Total
ALL'000 ALL’000 ALL’000
7.686.510 (1.626.856) 6.059.654
- (167.092) (167.092)
- (167.092) (167.092)
7.686.510 (1.793.948) 5.892.562
Share capital Retnined enrnings Total
ALL’000 ALL’000 ALL’000
7.686.510 (1.793.948) 5.892.562
- (1.185.948) (1.185.948)
- {1.185.948) (1.185.948)
7.686.510 {2.979.896) 4.706.614

{ At 31 Decemeber.2011

The Statement of Changes in Equity is to be read in conjunction with the notes set on pages 5 to 31, forming an

integral part of the financial statements.




Antea Cement Sh.A. - Albania

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

1. Corporate information

Antea Cement Sh.A. - Tirana (“the Company”) is incorporated in the Republic of Albania with the
registered address at str. Kashar, Katundi i ri, Autostrada Tirane-Durres km 7, PO BOX 1746 ,
Tirana, Albania.

The Company’s main activity is production and trade of cement, bulk and packed in bags.
The Company is controlled by ALVACIM Ltd registcred in Grecce, which has 60% shareholding
in the Company, E.B.R.D and IFC each respectively have 20% sharcholding in the company.

The Company’s ultimate parent is Titan Ccment Company S.A. - Greece.

The number of cmployees as of 31 December 2011 was 206; (31 December 2010: 200).

2. Summary of significant accounting policies

b.

The principal accounting policies adopted in the preparation of the financial statements are in
accordance with Titan Group accounting and reporting requirements and arc set out below. Titan
Group is preparing its financial statements according to thc International Financial Rcporting
Standards.

Basis of preparation

The financial statements have been preparcd under the historical cost convention, cxcept for
investment in subsidiaries that have been measured at fair value, The prescntation currency is Albania
lek (“ALL™) being also the functional currency and all values are rounded to the nearcst thousand
(*000 ALL) except when othcrwise stated.

The financial statemcnts have been prepared in accordance to the Group accounting policies which
are based on the Intemational Financial Reporting Standards. The purpose of the financial
stalcments is to be used in conncction and preparation of consolidated financial statements of Titan
Cemcent Company S.A

The financial statcments are the stand alone financial statements of the Company. The Company
has two suhsidiaries, Albaccmento Sh.p.k. and Cementi Antea SRL, in everyone of each owns 100
%. Thesc subsidiarics are accounted for these financial statcments at cost less any impairment in
value,

Somc prior ycar balances were reclassified for presentation purposcs.

Changes in accounting policy and disclosures

The accounting policies adopled are consistent with those of the previous financial year. The Company has
adopted the following new and amended 1FRS and IFRIC interpretations as of | January 2011:

YV YV Y

IFRIC 14 Prepayments of a Minimum Funding Requirement (Amended)
IFRIC 19 Extinguishing Financial Liabilitics with Equity Instruments
IAS 24 Related Party Disclosures (Amended)

I1AS 32 Classification on Rights 1ssues (Amended)

Improvements to IFRSs (May 2010)

When thc adoption of the standard or interpretation is dcemed to have an impact on the financial statements or
performance of thc Company, its impact is described below:




— ——— —

Antea Cement Sh.A. - Albania

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

2. Summary of significant accounting policies (continued)

b.

Changes in accounting policy and disclosures Continued

1FRIC 19 Extinguishing Financial Liabilities with Equity Instruments

The interpretation clarifies that equity instruments issued to a ereditor to extinguish a financial liability qualify
as consideration paid. The cquity instruments issued are measured at their fair value. In case that this eannot
be rcliably measured, the instruments are measured at the fair value of the liability extinguished. Any pain or
loss is recognised immediately in profit or loss.

IAS 24 Related Party Transactions {Amendment)

The 1ASB issued an amendment to 1AS 24 that clarifies the definitions of a related party. The new definitions
emphasisc a symmetrical view of related party rclationships and clarifics the circumstances in which persons
and key management personnel affeet related party relationships of an entity. In addition, the amendment
introduces an excmplion from the general related party disclosure requirements for transactions with
government and cntitics that are controlled, jointly controlled or significantly influenced by the same
government as the reporting entity. The amendment is applicd retrospectively.

IAS 32 Financial Instruments: Presentation (Amcndment)

The 1ASB issued an amendment that alters the definition of a financial liability in 1AS 32 1o enable cntities to
ciassify rights issues and certain options or warrants as equity instruments, The amendment is applicable if the
rights are given pro rata to all of the existing owners of the same class of an cntity's non-derivative equity
instruments, to acquire a fixed number of thc cntity's own equity instruments for a fixed amount in any
currency. The amendment is applied retrospectively.

Improvements to IFRSs
In May 2010, the IASB issued its third omnibus of amendmenis to its standards, primarily with a view to
rcmoving inconsistencies and clarifying wording. There arc scparate transitional provisions for cach standard,

The adoption of the following amendments resulted in changes to accounting policies, but no impact on the
financial position or performance of the Group.

r 1AS I Presentation of Financial Statements: The amendment clarifies that an entity may present an
analysis of each component of other comprehensive income either in the stateinent of ehanges in
equity or in the notes to the financial statements

Other amendments resulting from Improvements to IFRSs to the following standards and interpretations did
not have any impact on the accounting policies, financial position or performance of the company:

IFRS | First-time adoption

IFRS 3 Busincss Combinations:

IFRS 7 Financial Instruments - Disclosures:

1AS 27 Consolidated and Separate Financial Statements
1AS 34 Interim Financial Reporting:

IFRIC 13 Customer Loyalty Programmes:

YVVYVv¥VvYy

Standards issucd but not yet effective and not early adopted

1AS 1 Financial Statement Prescntation (Amended) — Presentation of Items of Other Comprehensive
Income -

The amendment is effective for annual periods beginning on or afier 1 July 2012. The amendments to IAS 1
change the grouping of items presented in OCI. ltems that could be reclassified (or 'recyeled’) to profit or lass
at a future point in time (for example, upon derecognition or settlement) would be presented separately from
items that will never be reclassified. The amendment affects presentation only and has no impact on the
Group's financial position or performance. The company is in the process of asscssing the impact of this
amendment on the financial position or performance of the company.




Antea Cement Sh.A. - Albania

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

2. Summary of significant accounting policies (continued)

C.

Standards issued but not yet cffcctive and not carly adopted

1AS 12 Income Taxes (Amended) — Recovery of Underlying Assets

The amendment is effective for annual periods beginning on or afier | January 2012, The amendment
clarified the determination of deferred tax on investment property mcasured at fair value. The amendment
introduces a rebuttable presumption that deferred tax on investinent property measured using the fair value
model in !AS 40 should be dectermined on the basis that its carrying amount will be recovered through sale.
Furthermore, it introduces the requirement that deferred tax on non-depreciable assets that arc measured
using the revaluation model in [AS 16 always be measured on a sale basis of the asset. The company is in the
process of assessing the impact of this amendinent on the financial position or performance of the company.

JIAS 19 Employcee Bencfits (Amended)

The amendment is effective for annual periods beginning on or after 1 January 2013. The |ASB has issued
numerous amendments to 1AS 19. These ranpe from fundamental changes such as removing the corridor
mechanism and the concept of expected returns on plan assets to simple clarifications and re-wording. Early
application is permitted., The company is in the process of assessing the impact of this amendment on the
financial position or performance of the company.

IAS 27 Scparate Financial Statemcnts (Revised)

The Standard is effective for annual periods beginning on or after 1 January 2013. As a conscquence of the
new IFRS 10 and IFRS 12, what remains of IAS 27 is limited 1o accounting for subsidiaries, jointly controlled
entities, and associales in separate financial statements. Earlier application is permitted. The company is in the
process of assessing the impact of this amendment on the finaneial position or performance of the company.

IAS 28 investments in Associates and Joint Ventures (Revised)

The Standard is effective for annual periods beginning on or after | January 2013. As a conscquence of the
new IFRS 11 and IFRS 12, 1AS 28 has been renamed 1AS 28 Investments in Associates and Joint Venturcs,
and describes the application of the equity method to investments in joint ventures in addition to associates.
Earlier application is permiticd. The company is in the process of assessing the impact of this amendment on
the financial position or performance of the company

1AS 32 Financial Instruments: Presentation (Amcnded) - Offsetting Financial Assets ard Financial
Liabilities

The amendment is cffective for annual periods beginning on or after 1 January 2014.This amendment
clarifies thc meaning of “currently has a legally enforceable right to sel-ofT" and also clarifies the application
of the IAS 32 offsetting criteria to settlement systems (such as central clearing house systems) which apply
gross settiement mechanisms that are not simultaneous. The amendments to LAS 32 are to be retrospectively
applied. Earlicr application is permitted. However, if an entity chooses to early adopt, it must disclose that
fact and also makec the disclosures required by the IFRS 7 Offsetting Financial Asscts and Financial
Liabilities amendments. The company is in the process of assessing the impact of this amendment on the
financial position or performance of the company

IFRS 7 Financinl Instruments: Disclosures (Amended) - Enhanced Derecognition Disclosure
Requirements

The amendment is effective for annual periods beginning on or after | July 2011. The amendment requires
additional disclosure about financial assets that have been transferred but not derecognised to enable the user
of the financial statements to understand the relationship with those assets that have not been derecognised
and their associated liabilities. In addition, the amendment requires disclosures about continuing involvement
in derecognised assets to enable the user to evaluale the nature of, and risks associated with, the entity’s
continuing involvement in those derecognised assets. The amcndment has only disclosure effects, The
company is in the process of assessing the impact of this amendment on the financial position or performance
of the company.




Antea Cement Sh.A. - Albania

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

2.

C.

Summary of significant accounting policies (continued)

Standards issued but not vet effective and not early adopted

IFRS 7 Financial Instruments: Disclosures (Amended) - Offsetting Financial Assets and Financial
Liabilities

The amendment is effective for annual periods beginning on or afier | January 2013.The amendment
introduces cormmon diselosure requirements. These disclosures would provide users with informalion that is
uscful in evaluating the effect or potential effect of neiting arrangemenis on an entity’s finaneial position. The
amendments to JFRS 7 are to be retrospectively applied. The amendment has only disclosure effects. The
company is in the process of assessing the impact of this amendment on the finaneial position or performance
of the company.

IFRS 9 Financial Instruments - Classification and Measurement

The new standard is effective for annual periods beginning on or afler | January 2015. IFRS 9 as issued
reflects the first phase of the 1ASBs work on the replacement of 1AS 39 and applies to classification and
measurcment of financial assets and financial liabilitics as defined in IAS 39. Phasc | of IFRS 9 will have a
significant impact on (i) the classification and measurement of financial assets and (ii) a change in reporting
for those entities that have designated financial iiabilitics using the FVO. In subsequent phases, the IASB will
address hedge accounting and impairment of financial asscts. The completion of this project is expected over
the first half of 2012. Early application is permitted. The amendment has only disclosure cffects. The
company is in the process of assessing the impact of this amendment on the financial position or performance
of the company:.

IFRS 10 Consolidated Financial Statements

The new standard is cffective for annual periods beginning on or afler 1 January 2013. IFRS 10 replaces the
portion of JAS 27 Consolidated and Scparate Financial Statcments that addresses the accounting for
consolidated financial statements, It also includes the issues raised in SIC-12 Consolidation — Special
Purpose Entities, IFRS 10 establishes a single control mode] that applies to all entities including special
purpose enlities. The changes introduced by IFRS 10 will require management to exercise significant
judpment to determine which entitics are controlled, and therefore, are required to be consolidated by a parent,
compared with the requircments that were in JAS 27. The amendment has only disclosure effeets. The
company is in the process of assessing the impact of this amendment on the financial position or performance
of the company.

IFRS 11 Joint Arrangements

The new standard is effective for annual periods beginning on or afier 1 January 2013. IFRS 11 replaces 1AS
31 Interests in Joint Ventures and SIC-13 Jointly-controlled Entitics — Non-monctary Contributions by
Venturers. IFRS 11 removes the option to account for jointly controlled entities (JCEs) using proportionate
consolidation. Instead, JCEs that meet the definition of a joint venture must be accounted for using the equity
mecthod. The amendment has only disclosure effects. The company is in the process of assessing the impact of
this amendment on the financial position or performance of the company.

IFRS 12 Disclosures of Involvement with Other Entities

The new standard is effective for annual periods beginning on or after | January 2013. IFRS 12 includes all of
the disclosures that were previously in IAS 27 related to consolidated financial statements, as well as all of the
disclosures that were previously included in JAS 31 and IAS 28. Thesc disclosures relate to an entity's
intercsts in subsidiaries, joint arrangements, associates and structured entitics. A number of new disclosures
are also required. The amendment has only disclosure effects. The company is in the process of asscssing the
impact of this amendment on the financial position or performance of the company.

IFRS 13 Fair Value Measurement

The new standard is effective for annual periods beginning on or afler | January 2013. IFRS 13 establishes a
single source of guidance under IFRS for all fair value measurernents. IFRS 13 does not change when an
entity is required to use fair value, but rather provides guidance on how to measure fair value under IFRS
when fair value is required or permitted. This standard should be applied prospectively and early adoption is
permitted. The amendment has only disclosure effects. The company is in the process of assessing the impact
of this amendment on the financial position or performance of thc company.

B




Antea Cement Sh.A. - Albania

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

2. Summary of significant accounting policies (continued)

d.

Investments in subsidiary

Subsidiaries are all entitics over which the Company has the power to govern the financial and
operating policies, gencrally accompanying a shareholding of more than one half of the voting
rights. The cxistence and effect of potential voling rights that arc currently exercisable or
converlible are considered when assessing whether the Company controls another entity. The cost
of an acquisition is measured as the fair value of assets given, cquity instruments issued and
liabilities incurred or assumed at the date of exchange, plus costs directly attributable to the
acquisition.

Forcign currency translation

Transactions denominated in foreign currencics are recorded, on initial recognition in the reporting
currency, by applying to the forcign currency amount the cxchange ratc between the reporting
currcncy and the foreign currency at the date of the transaction. Qutstanding foreign currency
monetary items al the halance shect date arc reported at the closing rate. Exchange differences
arising on the sctilement of monetary items at rates different from those at which they were initially
recorded in the period, arc recognised as income or expenses for the period in which they arise,

Property, plant and equipment

Plant and equipment is stated at cost less accumulated depreciation and accumulated impairment
losses. Such cost includes the cost of replacing part of the plant and equipment when that cost is
incurred, if the recognition criteria arc met. Likewisc, when a major inspection is performed, its
cost is recognised in the carrying amount of the plant and equipment as a replacement if the
recognition criteria are satisficd. All other repair and maintenance costs arc recognised in profit or
loss as incurred.

Additions are recorded at cost. Cost represents the prices by suppliers together with all costs incurred
in bringing new property, plant and equipment into use.

Items of property, plant and equipment that arc retired or othcrwise disposed of are climinated from
the balance shect, along with the corresponding accumulated depreciation. Gains and losses on
disposals arc determined by comparing proceeds with carrying amount. These are included in the
income statement.

Depreciation of property, plant and equipment is designed to write off the cost or valuation of
propcrty, plant and equipment on the straight-line basis over their estimated useful lives. The
principal depreciation rales in use arc based on the uscful life of each asset.

Estimated uscful lives of ¢very class of assets as follows:
Buildings and improvements - up to 40 years
Plant and machinery - up 10 40 years
Motor vehicles -upto 15 years
Office furniture, computers - up to 10 years

Land is stated in the balance sheet at cost less impairment and is not depreciated as it is decmed to
have an infinite life.




Antea Cement Sh.A. - Albania

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

2. Summary of significant accounting policics (continued)

2.

Financial instruments — initial recognition and subsequent measurement

{i) Financial asscts

Initial recognition and meastremert

Financial asscts within tbe scope of 1AS 39 are classificd as financial assets at falr value through
profit or loss, loans and reccivables, held-to-maturity investments, available-for-sale financial
assets, or as derivatives designated as bedging instruments in an effective hedge, as appropriate.
The Company determincs the c¢lassification of its finanecial asscts at initial recognition. All financial
asscts are recognised initially at fair value plus, in the casc of investments not at fair value through
profit or loss, directly attributablc transaction costs. Purchases or sales of financial assets that
require delivery of assets within a time frame established by rcgulation or convention in the
marketplace (regular way trades) are recognised on the trade date, i.c., the date that the Company
commits 1o purchasc or sell the asset.

The Company’s financial asscts include cash and short-term deposits, trade and other receivables,
and short term loans.

Subsequent measurement

The suhsequent measurement of financial assets depends on their classification as follows:

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial asscts held for trading and
financial asscts designated upon initial rccognition at fair value through profit or less. Financial
assets arc classificd as held for trading if they are acquired for the purpose of selling or
repurchasing in the near term. This category includes derivative financial instruments entered into
by the Group that are not designated as hedging instruments in hedge relationships as defined by
IAS 39. Derivatives, including separated embedded derivatives are also classified as held for
trading unless they are designated as effcetive hedging instruments. Financial assets at fair value
through profit and loss are carricd in the statement of financial position at fair value with changes
in fair valuc rccogniscd in finance income or finance costs in the income statement. The Company
has not designated any financial asscts upon initial recognition as at fair value through profit or
loss.

(i} Financial asscts (continued)

Loans and receivables

Loans and receivables are non-derivative financial asscts with fixed or determinable payments that
arc not quoted in an active market. After initial measurement, such financial assets are subscquently
measurcd at amortized cost using the cffective interest rate method (EIR), Iess impairment.
Amortised cost is calculated by taking into account any discount or premium on acquisition and
fecs or costs that arc an integral part of the EIR. The EIR amortization is included in financc
income in the income statement. The losscs arising from impairment arc recognised in the income
statement in finance costs.

Held-to-maturity investments

Non-derivative financial asscts with fixed or dcterminable payments and fixed maturitics arc
classified as held-to matwrity when the Company has the positive intention and ability to held it o
maturity. After initial measurement, held-to-maturity investments arc measured at amortised cost
using the effective interest method, less impairment. Amortised cost is calculated by taking into
account any discount or premium on acquisition and fees or costs that arc an integral part of the
EIR. The EIR amortisation is included in financc income in the income statement. The losses
arising from impairment are recognised in the income statement in finance costs. The Company did
not have any held-to-maturity investments during the years ended 31 Deceinber 2011 and 2010.

10




Antea Cement Sh.A. - Albania

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

2. Summary of significant accounting policies (continued)

e.

Financial instruments — initial recognition and subsequent measurement (continued)

Available-for-sale financial investments

Available-for-sale financial investments include equity and debt sccuritics. Equity investments
classificd as available-for-sale are those, which are neither classified as held for trading nor
designaled at fair valuc through profit or loss. Debt sceurities in this category are those which arc
intended to be held for an indefinite period of time and which may be sold in response to needs for
liquidity or in response to changes in the market conditions. After initial measurement, available-
for-sale financial investments arc subscquently measured at fair value with unrealized gains or
losses recognised as other comprehensive income in the available-for-sale reserve until the
investment is derccogniscd, at which time the cumulative gain or loss is recognised in other
operating income,

or determined to be impaired, at which time the cumulative loss is rcelassified to the income
statement in finance costs and removed from the available-for-sale reserve. The Company did not
have any available-for-salc financial investments during the years ended 31 December 2011 and
2010.

Derecognition

A financial asset {or, where applicable a part of a financial asset or part of a group of similar
financial assets) is derccognised when:
» The rights to receive cash flows from the assct have expired
e The Company has transferred its rights to receive cash flows from the asset or has assumed
an obligation to pay the received cash flows in full without material delay to a third party
under a ‘pass-through’ arrangement; and cither (a) thc Company has transferred
substantially all the risks and rewards of the asset, or (b) the Company has neither
transferred nor retained substantially all the risks and rewards of the assct, but has
transferred control of the asset.

Impairment of financial assets

The Company assesses al each reporting date whether there is any objective evidence that a
financial asset or a group of financial assets is impaired. A financial asset or a group of financial
assets is deemed to be impaired if, and only if, therc is objective evidence of impairiment as a result
of one or more events that has occurred aficr the initial recognition of the assct (an incurred ‘loss
event’) and that loss event has an impact on the estimated future cash flows of the financial asset or
the group of financial asscts that can he rcliably estimated,

Evidence of impairment may include indications that the debtors or a group of debtors is
expericneing significant financial difficulty, default in intcrest or principal payments, the
probability that they will enter bankruptey or other financial rcorganisation and wherc observable
data indicate that there is a measurable decrease in the estimated future cash flows, such as changes
in arrears or economic conditions that correlate witl: defaults.

An impairment loss in respect of financial assets measurcd at amortised cost is calculated as the
difference betwecen its carrying amount, and the present valuc of the estimated future cash flows
discounted at the original cffective interest rate. Individually significant financial assets are tested
for impairment on an individual basis. The remaining financial assets are assessed collectively in
groups that share similar credit risk characteristics. All impairment losscs are rccognised in the
income statement.

11




Antea Cement Sh.A. - Albania

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

2. Summary of significant accounting policies (continued)

g.

Financial instruments — initial recognition and subsequcnt measurement (continued)

An impairment loss is reversed if the reversal can be related objectively (o an event occurring after
the impairment loss was recogniscd. For financial asscts measured at amortised cost, the reversal is
recognised in profit or loss.

(ii) Financial Jabilitics

Initial recognition and measurement

Financial liabilitics within the scope of IAS 39 are classified as financial liabilities at fair valuc
through profit or loss, loans and borrowings, or as derivatives designated as hedging instruments in
an cffective hedge, as appropriate, The Company determines the classification of its financial
liabilities at initial recognition. All financial liabilitics are recognised initially at fair value and in
the case of loans and borrowings, plus dircctly attributable transaction costs.

The Company’s financial liabilitics include trade and other payables.

Subsequent measurement
The measurcment of financial liabilities depends on their classification as follows:

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading
and financial liabilitics designated upon initial recognition as at fair value through profit or loss.

Financial liabilitics are classifted as held for trading if they are acquired for the purposc of sclling
in the near term. This category includes derivative financial instruments cntered into by the
Company that arc not designated as hedging instruments in hedge relationships as defined by IAS
39. Gains or losses on liabilities held for trading arc rccognised in the income statement.

The Company has not designated any financial liabilities upon initial recognition as at fair value
through profit or loss.

Loans and borrewings

After initial recognition, interest bearing loans and borrowings are subsequently mecasurcd at
amortiscd cost using the effective intercst rate method. Gains and losscs are recognised in the
income statement when the liabilities are derecogniscd as well as through the amortisation process.

Derecognilion

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled or cxpircs.

When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is trcated as a derecognition of the original liability and the recognition of a new
liability, and the differcnee in the respective carrying amounts is recognised in the profit or loss.
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Antea Cement Sh.A. - Albania

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

2. Summary of significant accounting policies (continued)

e.

Financial instruments — initial recognition and subsequent measurement {continued)
Offsetting of financial instruments

Financia! asscts and {inancial liabilities are offset and the net amount reported in the statement of
financial position if, and only if, there is a currently enforecable legal right to offset the recognised
amounts and there is an intcntion to setile on a net basis, or to realise the assets and settle the
liabilitics sirmultaneously.

Inventorics

Inventorics arc valued at the lower of cost or net realizable value. Costs incurred in bringing each
product o its present location and condition are accounted on the basis of purchase value of the
goods and related overheads, cost being generally determined on the basis of a weighted average
method.

Net realizable value is the estimated selling price in the ordinary course of the business, less
cstimated cost of completion and the estimated costs necessary to make the sale.

Trade receivables

Trade reccivables arc carried at original invoice amount less provision made for impairment of these
receivables. A provision for impairment of trade receivables is established when there is objective
evidence that the Company will not be able to collect all amounts due according to the original terms
of reccivables. Significant financial difficultics of the debtor, probability that the debtor will cnter
bankruptcy or financial reorpanisation, and default in payments are considered indicators that the
trade reccivable ts impaired.

The amount of the provision is the difference between the carrying amount and the recoverable
amnount, being the present value of expected cash flows, discounted at the market rate of interest for
simiiar borrowers.

j. Cash and cash equivalents

Cash and cash cquivalents include cash in hand, the giro account and deposits held at call with banks
with original maturitics of three months or less. For the purpose of the cash flow statement, cash and
cash equivalents consist of cash and cash equivalents as defined above.

Share capital

Ordinary shares are classified as equity.

1, Trade payables

Trade payables are obligalions to pay for goods or services that have becn acquired in the ordinary
course of business from suppliers. Accounts payable are classified as current liabilities if payment
is due within one year or less {or in the normal operating eycle of the business if longer). If not,
they are presented as non-current liabilitics.,




Antea Cement Sh.A. - Albania

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

2. Summary of significant accounting policies (continued)

Borrowings

Borrowings arc recognized initially at fair value of consideration received net off transaction costs
incurred. In subsequent periods, borrowings are stated at amortized cost using the cffective interest
method. Any difference between proceeds (nct of transaction costs) and the redemption value is
recognized in the income statement over the period of the borrowings using the cffective intcrest
method.

Borrowings arc classified as current liabilities unless the Company has an unconditional right to
defer settlement for at least 12 months after the reporting date.

Taxation

The computation and payment of the income tax is in accordance with the Income tax Law. The
paymcent of the monthly tax is in advance. The final tax with tax rate of 10% (2010 10%) is
calculated on the profit from the income statement, corrected for certain positions in accordance
with the legislation.

Deferred income tax is provided in full, using the liability method, on temporary differences arising
betwecn the tax bascs of assets and liabilities and their carrying amounts in the financial statements.

Deferred lax assets are recogniscd to the extent that it is probable that future taxable profit will be
available against which the temporary differcnces can be utilised.

Provisions

General

Provisions are recognised when the Company has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic bencfits will
be required to settle the obligation and a rcliable cstimate can be mnade of the amount of the
obligation.The provisions comprise of provision for retirement benefits and provision for
rchabilitation of quarries. Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likclihood that an cutflow will be required in
settlement is dctermined by considering thc class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect Lo any one item included in the same
class of obligations may be small,

Provisions arc measured at the present value of the expenditures expected to be required to settle
the obligation using a pre-tax rate that reflects current market assessments of the time valuc of
money and the risks specific to the obligation. The increasc in the provision due to passage of time
is recognized as interest cxpense.

Revenne

Revenue comprises the invoiced value for the sale of goods and services net of value-added tax,
discounts and after eliminating salcs within thc Company.

Sales of goods

Revenuc from the sale of goods is recognised when significant risks and rewards of ownership of the
goods are transferred to the buyer,




Antea Cement Sh.A. - Albania

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

2. Summary of significant accounting policies (continued)

0.

Revenuc (Continued)
Rendering of services

Fees from services provided are recognized over the period in which the serviees are rendered and
accepted by the buyer.

Interest income

Revenuc relates to time deposits and is recognized as interest accrues,
Leases

Leascs in which a significant portion of the risks and rewards of ownership are retained by the
lessor arc classificd as operating leases. Payments made under operating leascs (nct of any
incentives received from the lessor) arc charged to the profit or loss on a straight-line basis over the
period of the lease.

Subsequent events

Events afier the reporting date, which provide evidence of conditions that exist as of the reporting
datc, arc treated as adjustable events in thesc financial statements. Those that are indicative of
conditions that arose afier the rcporting datc have been treated as non-adjustable events.

Financial risk management
Accounting estimates and assumptions

The Company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimatcs and assumptions
that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the ncxt financial ycar are addressed below.

Provisions for environmental restoration

Companies that opecrate quarries and processing sites are required to restorc these quarries and
processing sites at the end of their producing lives to a condition that is in linc with the prevailing
environmental legislation of the country in which the Company operates (to plant an certain amount
of trees within a period of 5 years), to the level acceptable to the rclevant authorities and 1o the
level that is consisient with the Company's environmenta] policies and practices,

The provision for environmental restoration reflects the present value of the expected future
restoration costs that arc cxpected to be incurred for the areas that have been disturbed at the
reporting date. The provision is determined as present valuc of expected future cash outflows to be
incurred for sites rehabilitation. This includes determination of the amount based on rchabilitation
project, discount rate and expected inflation rates. The provision is re-measured at cvery reporting
date and is adjusted to refleet the present value of the future cxpenses required to fulfil the
obligation.

The present valuc of cstimated restoration eosts (that is, original estimation as well as changes in
the accounting estimates) arc charged to the income statement unless they relate to property, plant
and equipment that is on thc site, in which case the costs are included within property, plant and
equipment and depreciated over the useful life of the related item of property, plant and equipment.

15




Antea Cement Sh.A. - Albania

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

2. Summary of significant accounting policies (continued)
r. Financial risk management (continued)

Any ehange in the net present value of the environmental provision due to the passing of time is
included in finance costs in the income statement,
Fair value of financial instruments

The nominal value lcss impairment provision of trade receivables and payables are assumed to
approximate their fair value.

t. Comparalives
Comparative figures bave been reclassified where appropriate, to conform to changes in
presentation in the current period. Such reclassifications, however, have not resulted in significant

changes of the content and format of the financial information as presented in the financial
statements.

3. Revenue and expenses
3.1) Sales

The sales reflected in the statements of comprehensive income are analyzed as follows in terms of
domestic and forcign markets as well as per type of product

2011 2010
ALL’000 ALL’000
Gross sales
Domestic market 5.465.736 5.177.819
Foreign market 2.157414 1.623.148
7.623.150 6.800.967
Domestic market
Income from Imported Cement 70.592 996.154
Income from Own Cement 5.349.088 4.181.665
Incomc from Clinker 46.056 -
5.465.736 5.177.819
Foreign market
Income from Cement 1.965.743 1.422.441
Income from Clinker 191.671 200.707
Other - - -
2.157.414 1.623.148

16
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Antea Cement Sh.A. - Albania

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

3.2) Other Revenues

The other revenue in the statements of comprehensive income is analyzed as follows:

Third party frcight

3.3) Costofsales

The Cost of Sales in the statements of comprehensive income is analyzed as follows:

Variable Costs

Distribution expenscs - freight
Kiln fuel

Electricity

Raw matcrials & Additives
Refractory

Fuel & oil

Royalty

Packing expenses

Cost of Imported Cement

Other itetns of variable cost
Fixed Costs

Salarics and relatcd expenses
Repair &Maintenance — spare parts
Services from Third Parties

Plant utilitics

Other fixed cost

Depreciation charges

Inventory Variation

3.4) Other Operating Income

Income from sold Materials
Income from sold fixcd asscts
Other

2011 2010
ALL'000 ALL'000
59.303 86.197
59.303 B6.197
2011 2010
ALL'000 ALL 000
1324312 695.944
1.630.038 1.420.166
682.673 620.564
539.143 614.527
91.048 1.790
42.093 35.900
11.228 10.368
452.599 303.343
62.047 060.895
1.576 -
213.055 195.147
178.197 104.446
158.394 77.494
26.955 22,823
32.320 33.099
722.42] 4(0.889
35.836 (312.934)
6.203.935 5.193.461
2011 2010
ALL’000 ALL’000
145.263 185.668
- 1.381
2.823 44,028
148.086 231.677

Revenues from sold materials in amount of ALL 145,263 thousand (31 December 2010: Lek 185.668
thousand) relates to imported pet-coke sold to companics in Albania.

17




Antea Cement Sh.A. - Albania

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

3.5) Other operating expenses

Cost of materials sold

1 Net book valuc of sold asscts/disposed
Provision for bad debts, net

Restoration provision
Losses of inventory
Other Expenses

Movements in Provision for Bad Debts are shown in more detailed under note 9.

3.6) Sclling and Marketing Expenscs

2011 2010
ALL 000 ALL000
94.265 176.865
1.105 1.411
142.381 29.569

- 1.764

30.890 63.458
61.587 6.811
330.228 279.878

The selling and Markcting expenscs in the statements of comprehensive income is analyzed as follows :

Terminal Expenses
Sales commissions fees

\ Salarics and related expenses
Utilities

‘ Other expenscs

{ 3.7) Administrative expenses

2011 2010
ALL000 ALL’000
408.8%94 545,902
102.504 102.016
38.678 30.144
18.127 13.128
29.617 17.618
597.820 708.808

The administrative expenses in the statecments of comprehensive income are analyzed as follows:

' Salaries and related expenses
Consultancy fees
Utilities
l Travel-entertainment
Audit Fecs
Repairs & Maintcnance
Insurange & Taxes
Supplies
Depreciation
‘ Amortizalion
Other Expenses

2011 2010
ALL’000 ALL’000
137.701 101.350
163.475 72.071
37.965 35.537
35.200 22.686
5.100 1.080
20.3%96 14.859
18.094 19.235
77910 94.275
62.819 44.24]
2.798 1.520
28.650 69.409
590.108 476.263
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[ Antea Cement Sh.A. - Albania

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 Dccember 2011

3.8) Employee benefits expense

[ The employee benefits included under cost of sales and administrative expenscs are sutnmarized

furtherer as follows :

Gross Salaries
Other Related Expenses

l 3.9) Finance Income/Cost

2011 2010
ALL’000 ALL’000
245.658 228.7139
143.776 97.902
389.434 326.641

. The finance Income and cost in the statements of comprehensive income is analyzed as follows :

Finance Income
Interest Income
Forcign Exchange Gain
Finanec Income

l Finance Cost
Interest Expenscs
Bank Charges
Foreign Exchange Losses
Finance Cost

4. Income tax

The income tax expense comprises of:

Current income lax charge
Deferred Tax (Charge)/ benefit

2011 2010
ALL’000 ALL’000
8.652 2.667
773.669 646.451
782.321 649.118
(904.591) (368.791)
(17.910) (81.469)
(877.549) (648.891)
(1.800.050) (1.099.151)
2011 2010
ALL’000 ALL’000
(276.667) (177.490)
276.667 177.490

A reconciliation of income tax expense applicable to profit from operating activities before income tax
at the statutory income tax rate to Company’s effeetive income tax rate for the period ended




Antea Cement Sh.A. - Albania

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

4. Income tax (continued)

Accounting profit before income tax

Income tax cxpense at statutory rate of 10% for

2010 (2010:10%)

Expenses not deductible for 1ax purposes
Revenue not subject to tax - reversals

Impairment of Bad debts

Tax Depreciations

Provisions for forestation

Other items floses previous years/
Income tax cxpensc

4.1 Deferred Tax

Deferred tax assets
Restoration Provision
Impairnent of Receivables

Deferred rax fiabilities
Accclerated
depreciation/amortization
for tax purposes

Deferred income tax

2011 2010
ALL’000 ALL'000
(909.281) 10.398
(90.928) (1.040)
(19.086) (18.497)
73 771
(14.311) 2.967
467814 179.686
(66.895) 13.604
276.667 177.490
Deferred income tax at 31 December 2011 and 31 December 2010 relates to the following:

Balance sheet Income statement
2011 2010 2011 2010
ALL'000 ALL'000 ALL'000 ALL'000
2.674 3.903 1.229 (761)
17.857 5.168 (12.689) 2.957
20.531 9.071 (11.460) 2.196
(467.813) (179.686) {288.127) (179.686)
467.813 179.686 (288.127) (179.686)
(447.282) (170.615) (276.667) (177.490)

incomes( (losscs)
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Antea Cement Sh.A. - Albania

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

5. Property, plant and equipment {continucd)

Included under assets under constructions there are included strategic spare parts amounting to Lek
23.925 thousand (31 December 2010; nil).

The Albanian Government by the means of a special law No:9793 dated 23.07.2007 transferred to the
company as an incentive to attraet foreign investments land plots of 250 hectare for a period of 99 Yars |

6. Intangible assets

The intangible assets in the statements of financial positions are analyzed as follows :

Cost;

At 31 December 2009
Additions

At 31 December 2010
Additions

At 31 December 2011

Amortisation:

At 31 December 2009
Amortisation charge for the year

At 31 December 2010
Amontisation charge for the year
Al 31 December 2011

Net book value:

At 31 December 2011
At 3] December 2010

Computer software Intangible CIP Total
3,072 - 3,072
9,958 - 9,058

13,030 - 13,030
11,524 1,955 13,479
24,554 1,955 26,509
1,520 - 1,520
1,520 - 1,520
2,798 - 2,798
4,318 - 4,318
20,236 1,955 22,191
11,510 - 11,510

The company during 2011 has acquired additional software in order to automate more the various processes in the

factory.

7. Investments in subsidiary

ALBACEMENTO Shpk
CIMENTI ANTEA SRL

2011 2010
ALL000 ALL’000
756.766 756.766
181.205 68.380
937.971 825.146

During 2011, the Company increased its share eapital of Cimenti Antea Sl from with an additional
eapital amounting to Euro 800 thousand or lek 112.825 thousand
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Antea Cement Sh.A. - Albania

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

8. Inventorics

The inventories in the statements of finaneial positions are analyzed as follows :

2011 2010

ALL’000 ALL000

Raw materials (cost) 355.494 292.468
Sparc Parts (at cost) 725.542 421.112
Packing malerials (a! cost) 39.162 49.343
Semi-finished goods (at cost) 175213 163.790
Finished goods (at cost) 180.338 175.185
Goods for rcsalc (at cost) 10.095 13.162
Other materials (al cost) 2.783 8.081
1.488.627 1.123.141

9. Trade receivables

The trade receivables in the statements of {inancial positions are analyzed as follows:

2011 2010
ALL000 ALL'000
Trade receivables 1.475.055 1.067.315
Less: Provision for impairment (178.574) {51.682)
Trade Receivabics Net . 1.296.481 1.015.633
Movements in the allowance for doubtful accounts are as follows:
2011 2010
ALL 000 ALL000
Balance at 1 January 51.682 22,113
Impairment Charge for the Year 142,381 29.669
Reversal of Provision - (100)
Write off of Receivables (15.489) -
Balance at 31 December 178.574 51.682
As at 31 December 2011 and 31 December 2010, the aging analysis of trade receivables is analyzed as
follows:
Past due
Neither
Total pastdue or  Up to 30 days 30-60 days 60-90 days 90-180 days >180dnys >360
impaired
1.475.055 669.508 177.559 130.837 88.136 134,225 247,132 27.658
[.067.315 494,892 66.000 169.106 73.823 109.632 [17.910 35,952

23




Antea Cement Sh.A. - Albania
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

10. Other reecivables

‘ The other receivables in the statements of financial positions are analyzed as follows :

l 2011 2010
ALL’000 -ALL000

f VAT receivables 2427971 2.695.162
: Incotne tax receivables 791 791
Sundry debtors 247 234

Prepayments for supplies 11.024 102.712

Deferred expenses 10.267 -

2.450.300 2.798.899

Included in VAT receivables in 2011 therc is an amount of LEK 2.399.296 thousand which represents
the amount of VAT approved for reimbursement from the Tax Authorities.

11. Cash and cash cquivalents

2011 2010

| ALL’000 ALL000
Cash in hand Denominated in Lek 42 336

Cash in hand Denonimated in Foreign Currency 509 521

| Cash at Bank Denominated in Lek 499,913 60.397
Cash at Bank Dcnominated in Forcign Currcney 151,171 207.578

651.635 268.832

Included in eash al banks there are two time dcposits of Lek 389.004 thousand and Lek 24.900 thousand
f with Alpha Bank and Raiffeisen Bank respectively. The time depasits have a maturity of 5 days and |
day and bear the following interest rates 2.7% respectively.,

12. Issucd Capital
2011 2010
Authorized, issued and Number % Facei:alue Number of % Facei’l‘/alne
Sully paid of shares  Holding ALL' 000 shares Holding ALL’ 000
ALVACIM ltd -ordinary
shares of ALL 2,000 cach 2305953 60% 4.611.906 2.305.953 60% 4.611.906
EBRD-ordinary shares of
ALL 2,000 each 768.651 20% 1.537.302 768.651 20% 1.537.302
IFC-ordinary shares of
ALL 2,000 each 768.651 20% 1.537.302 768.651 20% 1.537.302

3.843.255 100% 7.686.510 3.843.255 100% 7.686.510
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

13. Borrowings
a) Long term borrowings

The company has received long term loans from its sharcholders and financing institutions as follows:

2011 . 2010

ALL000 ALL000

Alvacim Itd 7.002.072 6.994.008
EBRD 2.334.024 2.331.336
[FC 2.334.024 2.331.336
EuroBank EFG 486.255 4.371.255
Socicte General - Paris 3.820.575 3.816.175
Societe General - Albania 546.160 546.160
Banka Kombetare Tregetare 1.850.000 -
Raiffeiscn Bank 2.124.000 -
20.497.110 20.390.270

The Company has received the loans from EBRD & IFC on Deccmber 2008. The duc date is March
2021. The intcrest chargeable for each loan disbursement is current Euribor + spread.

During 2010 the Company has received Lang-Term {oans as follows:

On 22 February 2010 the company concluded a 5 year borrowing facility with Euro Bank for Euro 35
Million. The amount outstanding as at 31 December 2011 is Euro 3.5 Million or Lek 486.255 thousand
(31 December 2010; is Euro 31.5 Million or Lek 4.371.255 thousand). The company repaid the principal
of the loan on 22 Junc and 29 September 2011

On 07 June 2010 the company concluded a 5 year borrowing facility with Societe General Bank - Paris
for Euro 27,5 Million. The amount outstanding as at 31 Deccmber 2011 is Euro 27.5 Million or Lek
3.820.575 thousand (31 December 2010; is Euro 27.5 Million or Lck 3.816.175 thousand).

On 07 June 2010 the company concluded a 5 year borrowing facility with Socicte General Bank -
Albania for Euro 4 Million, The amount outstanding as at 31 December 2011 is Euro 3.9 Million or Lek
546.160 thousand (31 December 2010; is Euro 3.9 Million or Lek 546.160 thousand).

During 201 1 the Companv has received Long-Term foans as follows:

On 01 June 2011 the company concluded a 5 year borrowing facility with Banka Kombetarc Tregetarc
(BKT) for Lek 1.850 Million. The amount withdrawn as at 31 December 2011 is Lek [.850 million,

On 29 September 2011 the company concluded a 5 year borrowing facility with Raiffeisen Bank for Lek
2.124 Million. The amount withdrawn as at 31 December 2011 is Lek 2.124 million.

b) Short term borrowings

On 11 January 2011 the company concluded a 1 year borrowing facility with Titan Global Finance for
Euro 9.6 Million. The facility was subsequently rencwed in January 2012 for an additional period of 11
Months. The facility has been fully withdrawn.,
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13. Borrowings (Continued)

b} Short term borrowings (Continued)

Loan Principal TGF
Accrued Interest TGF
TGF Front Fec

Sub Total die 1o TGF

Alvacim Accrued Intcrest
Alvacim Front End Fec

EBRD Accrued Interest
EBRD Front End Fee

IFC Accrued Interest

IFC Front End Fec

Subtotal die to Senior Lenders

Socicte Generale Aecrued Intercst
Banka Popullore Acerued Interest
BKT Accrued Interest

Raiffcisen Bank Accrued Intcrest
Subtotal due 1o Banks

Total

14. Re-forestation Provision

At [ January

Increase in Porivison during the year

Utilised Provision

Balance at 31 December

2011 2010
ALL’000 - ALL000
1.300.385 -
2.571 -
938 -
1.303.994 -
586.408 372.217
70.021 69.940
22.368 121.512
. 23.313
22.366 123.157
- 23.313
701.163 733.452
7.566 -
26.424 -
13.289 -
934 -
48.213 -
2.053.270 733.452
2011 2010
ALL’000 ALL’000
39.026 46.637
{(12.283) (7.611)
26.743 39.026

According to the Law 9793 dated 23 July 2007 thc Company has an obligation to plant 250 ha or
500.000 trees as a compensation for the arcas which the Company has de-forested for building the plant
and two quarrics. This obligation has to be fulfilled within a period of 5 years during 2009-2013.

15. Trade Payables

Trade creditors third Parties
Accruals for Supplies

2011 2010
ALL’000 ALL*000
609.108 1.067.555
61.379 129.316
670.487 1.196.871
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16. Other Payables

Client’s Advance Payments
Social security

Payroll taxes

Other Taxes

Other Payables

17. Related party transactions

a) Sales of goods and services

Albacemento Shpk — cement

TCK Montenegro (ccment)
Alexandria Portland Cement (APCC)
Fintitan [taly (cement)

Cementi Antca(ccment)

Titan Cement (services)

Qutstanding balances arising from the transactions mentioned abovc are presented below:

b) Receivables from related parties

Albacemento Shpk - cement
TCK Montenegro

Fintitan Italy

Cementi Antea

2011 2010
ALL'000 ALL’000
12.944 51.805
4.030 3.655
2.641 2.011
1.053 9.197
5.458 1.102
26.126 67.770
2011 2010
ALL’000 ALL’000
- 205.176

188.213 134.177
138.415 501.616
1.136.417 393.024
218.284 -
32.251 -
1.713.580 1.233.993
2011 2010
ALL’000 ALL’000
71.561 126.521
20.552 20.730
78.912 83.782
199.752 -
370.777 231.033
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17. Related party transactions (continued)

¢} Purchases of goods and services

2011 2010

ALL’000 ALL’000

Titan Cement Company 53.332 T 231.272
Titan Services 510.646 741.865
Alba Cemento 25314 43.449
Albacem 64.951 63.705
Usjc Cementarnica AD — Skopje 1.915 50.617
Zlatna Pancga (Cement) 2.472 2.647
Zlatna Panega (Spare Parts) - 969
Beni Suef, Egypt (services) 150 -
658.781 1.143.405

Outstanding balances arising from the transactions mentioned above are presented below:

d) Payables to rclated partics

2011 2010

ALL’000 ALL*000

Titan Cement Company 925.469 559.552
Usje Cementarnica AD - Skopjc - -
Zlatna Panega Cement - 3.624
Albacemento Shpk - 716
Albacem SA 122.453 57.412
Beni Suef, Egypt 150 -
1.052.072 621.304

The Company has entered into these transactions with the above related parties at mutually apgreed
terms.

18. Financial risk management objectives and policics

The Company’s principal financial instruments comprise trade receivables and trade payables and cash,
which arise dircetly from its operations. The company’s risk managcment approach is focused on
unpredictability of the financial market and sceks to minimize polcntial adversc effects. Risk
managcment is carricd out under policies approved by the Board of Directors.

The main risks arising froin the Company’s financial instruments arc liquidity risk, foreign currency risk
and credit risk. The management reviews and agrees policies for managing each of these risks which are
summarized below.

aj Interest risk

The Company’s income and operating cash flows arc substantially independent of changes in market
intercst rates.
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18. Tinancial risk management objectives and policies (continued)
b) Foreign exchange risk

The Company cnters into transactions denominated in foreign currencies related to the sales of its
products and purchasc of fixed assels and purchases of trade goods from related parties. The Company
does not use any special financial instrunents 1o hedge against these risks, since no such instruments are
in eomimon use in the Republic of Albania. Therefore, the Company is potentially ¢xposed to market
risk related 10 possible foreign currency fluctuations,

c) Liguidity risk

Prudent liquidity risk management implies maintaining sufficient cash and the availability of funding
through an adequatc amount of committed credit facilities. The table below summarizes the maturity
profile of the Company’s financial liabilities at 3! December 2011 and 2010, based on contractual

undiscounted payments.

Year ended 31 December 2010 (in 000 ALL)

On Less than Jwli2 ltes > §vears Total
demand 3 months months years oY
Long Term Borrowings - - - 8.733.590 11.656.680 20.390.270
Short Term Borrowings - 733.452 - - - 733.452
Trade and other Payables - 1.BB5.945 - - - 1.885.945
Year ended 31 December 2011 (in 000 ALL)
On demand  Less than 3t012 lto5S > 5 years Total
3 months months years
Long Term Borrowings - - - 8.826.990  11.670.120 20.497.270
Short Term Borrowings - 751.945  1.301.325 - - 2.053.270
Tradc and other Payables - 905.540 936.511 - - 1.842.051

d) Credit risk

The Company has no significant concentrations of credit risk. The Company has policies in place to
ensurc that sales of products are made to customers with an appropriate credit history. The Company has
policies that limit the amount of credit exposurc to any one customer. In addition, to reduce this risk the
Company has required as collatcral bank guaranties and deposits. Recognisable risks arc accounted for
by adequate provisions on receivables.

With respect to credit risk arising from the other financial assets of the Company, which comprise cash
and cash equivalents and short term borrowing receivables, the Company’s exposure to credit risk arises
from default of the counterparty, with a maximum exposure equal to the carrying amount of these
instruments,
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19. Capital management

The primary objective of the Company’s capital management is to cnsure that it maintains a strong
credit rating and healthy capital ratios in order to support its business and maximisc sharehoider value.

The Company manages its capital structure and makes adjustments to it, in light of changes in economic
conditions. To maintain or adjust the capital structure, the Company may adjust the dividend payment to
sharcholdcrs, return capital to shareholders or issue new sharcs, following shareholders” approval.

No changes were made in the objectives, policies or processes during the year ended 31 December 2010
and the current year 201 1.

Current Ratio or Ratio of Current Assets {less prepaid cxpenses) to Current Liabilities, as it is defined
in Sharcholders and Common Terms Agreement, for 2011 is decreased to 1.61 (2010 — 2.04)

Ratio of Financial Debt to Equity, as it is defined in Shareholders and Common Terms Agreement, for
2011 is 37:63 (2010 - 32:68)

The Company is not subject to any cxternally imposed capital requirements. The structure and
management of debt capital is determined at TITAN Group level.

20. Commitments and contingencies

a) Commitments

2011 2010

ALL’000 ALL’000

Within one Year 118.105 252.286
After one but not more than five years 321.215 375.786
More than five years 80.640 -
519.960 526.013

Commitments relate are operational leases for vehicles, terminals and plots of lands used by the company in course
of its business.

Asg at 31 December 2011 the compuny is commiled to an operational lease contract which grants to the company
land use rights against an an annual rent amounting to Euro 24 thousand. The company may terminate the contract
al any time if the land will not be used. The rent period is for 30 years.

b) Taxation

As il is explained in note 4 to the financial statements, the tax authoritics have not audiied the
Company's books and records for the fiscal year 2011 in respect of the income tax, and consequently,
the Company’s laxcs may not be considered finalized. Additional taxes that may be levied in the event
of a tax audit cannot be detcrmined with any reasonablc accuracy.

In respect of the VAT the company books have been audited till April 2011 and the amount of Lek

2.344.360 thousand has bcen confirmed as VAT to bc reimbursed to the company from the Tax
Authority. At 31 December 2011 the outstanding amount is Lck 2.399/2906 thousand.
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21. EBITDA

Profit/loss/ from operating activitics
Depreciation-Amortization

22, Events after the balance sheet date

2011 2010
ALL'000 ALL000
108.448 460.431
788.038 445.650
896.486 916.081

Promissory note in favour of one supplier expired 20 February 2012 and will not be extended any
longer. Amount 17.472 USD. No other significant events have been identified afier the balance shecet

datc that may influence the financial statements.
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