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GRANITOID AD
DIRECTORS’ REPORT
For the year ended 31 December 2013

DIRECTORS’ REPORT

The Directors of Granitoid AD (the Company) present their annual report and the financial statements of the
Company for the year ended 31 December 2013, that have been prepared in accordance with the International
Financial Reporting Standards, as adopted for use in the European Union. These financial statements have been
audited by Emst &Young Audit OOD.

BUSINESS DESCRIPTION

Granitoid AD has been registered in Bulgaria. The core activity of the Company after I June 2005 is the sale of
property, plant and equipment and other assets.

OPERATING REVIEW
Current year results

The operating result for 2013 is positive. The profit amounts to EUR 1 thousand (2012: EUR 12 thousand loss).

Dividends and profit distribution
The Annual General Meeting of the shareholders was keld in May 2013, Given the financial performance and
position of the Company, no decision for dividend and profit distribution was taken. The next meeting at which

an operating review for the year 2013 will be performed, will be held in April 2014.

Share capital structure

Number of Nominal value
Shareholders Percentage shares per share
{EUR thousands)

REA Cement Ltd., Cyprus 91.26% 550,567 281
Zlatna Panega Cement AD 8.51% 51,316 25
MRRB 0.06% 350 -
Individuals 05.17% 1,094 i

150% 83,327 308

OBJECTIVES OF THE COMPANY FOR 2014
The Directors have set the following objectives for the year 2014

o  Continuing of the Company’s operations,

o The Company decreases significantly its operations and its future operation as a going concem is
dependent on the contimuting support from the parent company. The parent company has provided the
Company with a letter of support for the twelve-month period following the cate of the lstter.

ii
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GRANITOID AD
DIRECTORS’ REPORT
For the vear ended 31 December 2013

CORPORATE GOVERNANCE

In accordance with the Commercial legislation in Bulgaria, as at 31 December 2013 Granitoid AL} is a joint stock
company with a one-tier system of corporate management.

The Board of Directors of the Company as at 31 December 2013 consists of:

Alexander Nakov Chakmakov
Michail Sigalas

Christos Panagopoulos
Fokion Tasulas

Efstratios Voulgaridis

L9 T N PR I S

Executive Director of the Company is Alexander Nakov Chakmakov.
Directors’ Responsibilities

The Dirsctors are reguired by Bulgarian law to prepare financial statements each financial year that give a true and
fair view of the state of aflairs of the Company as at the year end and of the profit or loss and cash flows for the
year,

The Directors confirm that suitable accounting policies have been used and applied consistently and reasonable and
prudent judgements and cstimates have been made in the preparation of the financial statements for the year ended
31 December 2013.

The Directors also confirm that applicable accounting standards have been followed and that the financial
statements have been prepared on a going corcern basis.

The Directors are responsible for keeping proper accounting records, for safeguarding the assets of the company and
for taking reasonable steps for the prevention and detection of fraud and other irregularities.

Alexander Chakmakov
Executive Director
Granitoid AD
Batanovtcy

4 March 2014

1ii
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’ Ernst & Young Audit COD Tel: +359281 77 100
Polygraphia Office Center Fax: +359281 77111
S 47 A, Tsarigradsko Shose Blvd., floor 4 ey.com

Building a better 1124 Sofia, Bulgaria

working world

Independent auditors’ report
To the shareholders of
Granitoid AD

We have audited the accompanying financial statements of Granitoid AD, which comprise the
balance sheet as of 31 December 2013, and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory information.

Management's responsibility for the financial statements

Management is responsibie for the preparation and presentation of financial statements that
give a true and fair view in accordance with International Financia! Reporting Standards, as
adopted for use in the European Union, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditors' responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.

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

A member firm of Ernst & Young Global Limited

Ernst & Young Audit Q0D,

seat and address of management in Sofia
Polygraphia Office Center

ATA, Tsarigradsko Shase Blvd., floor 4

UIC: 130972874, VAT # BG130972874
BGN IBAN: BG48 UNCR 7000 1520 56686 91
BIC: UNCRBGSF with Unlcredit Bulbank AD
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We telieve that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion
In our opinicn, the financial statements give a true and fair view of the financial position of
Granitoid AD as of 31 December 2013, and of its financial performance and cash flows for the

year ther ended in accordance with International Financial Reporting Standards, as adopted
for use in the European Union.

Emphasis of Matter

Without qualifying our opinion we draw attention to Note 14 (Financial risk management
objectives and policies, section Capital management) to the financial statements which
disclose that as of 31 December 2013 the equity of Granitoid AD is by EUR 235 thousand less
than its registered capital. In this case, according to the requirements of the Bulgarian
Commerce Act the shareholders should take appropriate measures to bring the Company’s
equity in line with the requirements of the Act.

Enst-8 Jo 'L{,V

Ernst & Young Audit OOD

Sofia, Bulgaria

12 March 2014
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GRANITOID AD
STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2013

Notes 2013 2012

€000 €000

Other income 5.4 18 E
Administrative expenses 5.1 (i1) (8)
Other expenses 5.2 B (3)
Operating profit/(loss) 7 (8
Finance cost SES {(6) 4
Profit/(Loss) before tax i (12)
Income tax 6 -
Profit/(Loss) for the year i (12)
Other comprehensive income for the year - -
Total comprehensive income for the year i (12)

Alexander Chakmakov
Executive Director

The accompanying notes to the financial statements on pages 7 to 26 form an integral part of these financial

statements.
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GRANITOID AD
BALANCE SHEET
As of 31 December 2013

ASSETS

Non-current assets
Property, plant and equipment

Current assets
Trade and other receivables
Cash and cash equivalents

TOTAL ASSETS

EQUITY AND LIABILITIES
Equity

Issued capital

Legal reserve

Accumulated losses

Total equity

Current liabilities
Trade and other payables
Fayables to related parties

Total liabilities
TOTAL EQUITY AND LIABILITIES

Alexander Chakmakov
Executive Director

Notes

10.1

il
12

2013 2012
€000 €000
136 137
136 137
3 2
2 2
5 4
141 141
19,117 19,117
62 62
(19,106) {19,107)
73 72
6 7
62 62
68 69
68 69
141 141

The accompanying notes to\the financial statements on pages 7 to 26 form an integral part of these financial

statements.
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GRANITOID AD

STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2013

At 1 January 2012

Loss for the year

Other comprehensive income for the year
Total comprehensive income for the year
At 31 December 2012

At 1 January 2013

Profit for the year

{ther comprehensive income for the vear
Total comprehensive income for the year

At 31 December 2013

Alexander Chakmakov
Executive Director

The accompanying not&s to the financial statements on pages 7 to 26 form an integral part of these financial

statements.

Issued capital  Tegalreserve  Accumulated
{note 10.1) (note 10.2) losses Total
€000 €000 €000 €000
19,117 62 (19,095) 84
. . (12) (12)
= - (12) (12)
19,117 62 (19,107) 72
19,117 62 (19,107) 72
- i i
BET 2 L :
19,117 62 (19,106) 73
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GRANITOID AD
STATEMENT OF CASH FLOWS
For the year ended 31 December 2013

Notes

OPERATING ACTIVITIES

Profit / (Loss) before tax

Adjustments to reconcile profit / loss before tax to net cash
flows

Non-cash:
Depreciation of property, plant and equipment 7
Profit on disposal of property, plant and equipment 5.4
Interest expenses 5.5
Working capital adjustments:

Increase in trade and other receivables
{Decrease) / Increase in trade and other payables

Net cash flows from / (used in) operating activities

INVESTING ACTIVITIES
Proceeds from sale of property, plant and equipment
Net cash flows from investing activities

FINANCING ACTIVITIES

Proceeds from borrowings from related parties
Interest paid

Repayment of loan from related parties

Net cash flows (used in)/from financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December S

Alexander Chakmakov
Executive Director

2013 2012
€000 €000
1 {12)

1 1

2) -

6 4

0 .
i) Z

4 (&3]

2 -

2 -

- 5

4 -
(2) -
(6) 5

2 2

2 2

The accompanying notes to the financial statemenis on pages 7 to 26 form an integral part of these financiat

statements.
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GRANITOID AD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

1. Corporate information

The financial statements of Granitoid AD (ke Company™) for the year ended 31 December 2013 were authorized
for issue in accordance with a resolution of the Board of Directors on 4 March 2014,

Granitoid AD is a joint stock company. The Company is incorporated and domiciled in Batanovcy, Bulgaria with a
resolution of the Pernik District Court 97921 July 1993 and its fiscal year ends 31 December.

The principal activities of Granitoid AD include sale of property, plant and equipment and other assets.

As of 31 December 20413 the Company is owned as follows:

- REA Cement Limited, Cyprus 91.26 %

- Zlama Panega Cement AD 8.51 %
MRRB 0.06 %
Individuals 0.17%

The ultimate parent company is Titan Cement Company S.A., Greece.

2.1 Basis of preparation

The financial statements have been prepared on = historical cost basis. They are presented in euros (EUR) and all
values are rounded to the nearest thousand (EUR thousand) except when otherwise indicated.

Statement of compliance

The financial statements of Granitoid AD kave been prepared in accordance with International Financial Reporting
Standards (IFRS), as adopted for use in the European Union. The preparation of these annual financial statements of
the Company is required by the ultimate parent company for its consolidation,

The Company has presented a separate set cf statutory financial statements in Bulgarian, expressed in Bulgarian
leva, in accordance with IFRS, as adopted for use in the EU. The statutory financial statements were authorized for
issue by the Board of Directors on 4 March 2014.

Going concern
The Company’s financial statements have been prepared on a going concern basis.

For the year ended 31 December 2013 the Company realized positive cash flow from operating activities at the
amount of EUR 4 thousand. Further the operaticns of tie Company resulted in significant accumulated losses at the
amount of EUR 19,106 thousand as of 31 December 2013. This may cast doubts as regards its ability to continue as
a going concern. The future viability of the Company depends upon the business environment as well as upon the
continuing support of the existing and potential sharehclders and providers of finance. The directors have analyzed
the ability of Granitoid AD to continue operations ir the future and have taken measures to strengthen its position by
obtaining financial support from the parent company and other related parties. The Company has been provided with
a binding letter of support from the parent company, stating that adequate funds and full support would be provided to
enable the Company to continue operations at least until the next tweive-month period.

The directors, in light of their assessment of expected future cash flows and continued Snancial support from the
parent entity believe that the Company wii! continue its operations and settle its obiigations in the ordinary course of
business, without substantial dispositions of assets, externaily forced revisions of its operations or sirnilar actions.
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GRANITOID AD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

2.2 Summary of significant accounting policies
a) Foreign currency translation

The fnancial statements are presented in euros while the functional currency of the Company is Bulgarian Lev

(BGN). The Company uses Euro as a presentation currency due to the requirement of the ultimate parent company
which is the main user of the financial statements.

As at the reporting date, the assets, HLabilities, equity, revenue and expenses of the Company are translated into the
presentation currency at the fixed rate of BGN/EUR of 1.95583 (or EUR/BGN of 0.51129) quoted by the Bulgarian
National Bank. BGN is pegged to the EUR at the exchange rate of 1.95583 as from 1 January 2002 (BGN was
pegged to the DEM as from 1 July 1997, with the introduction of the Currency Board in Bulgaria). In connection to
the translation (from functional to presentation currency) no foreign exchange differences have arisen.

Transactions in foreign currencies are initially recorded in the functional currency rate ruling at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated on a monthly basis by
applying the exchange rate published by the Bulgarian National Bank for the last working day of the respective
month. All differences are taken to profit or loss. Non monetary items that are measured in terms of historical cost in
a foreign currency are translated using the exchange rate as at the dates of initial transactions,

b) Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company and the
revenue can be reliably measured. Revenue is measured at the fair value of the consideration received, excluding

discounts, rebates, and other sales taxes or duty. The following specific recognition criteria must also be met before
revenue is recognised:

Sale of assets

Revenue from the sale of assets is recognized when the significant risks and rewards of ownership of the assets have
passed to the buyer, usually on dispatch of the assets.

Sale of non-current assets

Revenue from the sale of non-current assets is recognized when the significant risks and rewards of ownership of the
assets have passed to the buyer, usually on transfer of iegal ownership title.

¢) Taxes

Current income tax

Current income tax assets and liabilities for the current and prior periods are measured at the amount expected to be
recovered from or paid to the taxation authorities. The tax rates znd tax laws used to compute the amount are those
that are enacted or substantively enacted by the balance sheet date.

Deferred income tax

Deferred income tax is provided using the liahility method on temporary differences at the balanice sheet date
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognised for all taxable temporary differences, except where the deferred
income tax liability arises fom the initia) recognition of an asset or lability in a transaction that is nor 2 business
combination and, 2 the time of the transaction, affects neither the accounting profit nor taxable profit or lass.

Deferred income tax assets are recognised for all deductible temporary differences, carry forward of unused tax
credits and unused tax losses, to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences, and the carry forward of unused tax credits and unused tax losses can be utilised
except where the deferred income tax asset relating to the deductible temporary difference arises from the injtial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss,
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GRANITOID AD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

2.2 Summary of significant accounting policies (continued)

¢) Taxes (continued)

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the extent
that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred income
tax asset to be utilised. Unrecognised deferred income tax assets are reassessed at each balance sheet date and are
recognised to the extent that it has become probable that future taxable profit will allow the deferred tax asset to be
recovered.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the vear when
the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted at the balance sheet date.

Deferred income tax assets and deferred income tax liabilities are offset, if a legally enforceable right exists to set
off current tax assets against current income tax liabilities and the deferred income taxes relate to the same taxable
entity and the same taxation authority.

Value added tax
Revenues, expenses and assets are recognised net of the amount of value added tax {VAT) except:

»  where the VAT incurred on & purchase of assets or services is not recoverabie from the taxation authority, in
which case the VAT is recognised as part of the cost of acquisition o the aasst or as part of the expense item
as applicable; and

s  receivables and payables that are staied with the amouni of VAT included.

The net amount of VAT recoverable from, or payable to, the taxation authority is included as part of receivables or
payables in the balance sheet.

d) Financial instruments — initial recognition and subsequent measurement
¢ Financial assets

Initial recognition and measurement

Financial assets withir the scope of IAS 39 Financial Instruments: Recognition and Measurement are classified as
either financial assets at fair value through profit or loss, loans and receivables, held to maturity investments, and
zvailable for szle financizl assets, as appropriate. The Company determines the classification of its financial assets at
initia] recognition.

Financiai assets are recognised initiaily, at fair value, plus, in the case of investments not at fair value through profit
or loss, directly attributable transaction costs.

+

Purckases or sales of financial assets that require delivery of assets within a time frame established by regulation or
convention in the markeiplace {regular way purchases) are recognised on the trade date, i.e., the date that the
Company commits to purchase or seli the asset.

The Company’s financial assets inciude cash and short term deposits and trade and other receivables.

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

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market. After initial measurement, such financial assets are subsequently measured at amortised cost using
the effective interest rate method (EIR), less impairment. Amortised cost is calculated by taking into account any
discount or premium on acguisition and fees or costs that are an integral part of the EIR. The EIR amortisation is
included in profit or loss for the period. The losses arising from iropairment are recognised in profit or loss for the
period in other expenses.
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GRANITOID AD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

2.2 Summary of signiﬁcant'acconnting policies (continued)

d) Financial instruments — initial recognition and subsequent measurement (continued)
e Financial assets (continued)

Derecognition
A financial asset (or, where applicable a part of 2 financial asset or part of & group of similar financial assets) is
derecognised when:

- The rights to receive cash flows from the asset have expired

- 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 either (a)
the 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 asset, but has transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, and has neither transferred nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the asset is recognised to the extent of the Company’s continuing involvement in the
asset.

In that case, the Company also recognises an associated liability. The transferred asset and the associated liability
are measured on a basis that reflects the rights and obligations that the Company has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset, is measured at the lower of the
original carrying amount of the asset and the maximum amount of consideration that the Company could be required

to repay.
Irapairment of financial assets

The Company assesses at each reporting date whether a financial asset or group of financial assets is impaired. A
financial asset or a group of financial assets is deemed to be impaired if, and only if, there is objective evidence of
impairment as a result of one or more events that has occurred after the initial recognition of the asset (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 assets that can be reliably estimated. Evidence of impairment may include indications that the debtors or
a group of debtors is experiencing significant financial difficulty, default or delinquency in interest or principal
payments, the probability that they will enter bankruptcy/announce over-indebtedness or undertake other financial
reorganisation or where observable data indicate that there is a measurable decrease in the estiinated future cash
flows, such as changes in arrears cr economic conditions that correlate with defaults.

Financial assets carried at amortised cost

The Company first assesses waether objective evidence of impairment exists individually for financial assets that
are individually significant, and individuaily or collectively for fnancial assets that are not individually significant.
If it is determined that no objective evidence of irapainment exists for an individuaily assessed financial asset,
wrether significant or not, the asset is inciuded in a group of financial zssets with similar credit risk characteristics
and that group of financial assets is collectively assessed for impairment. Assets that are individually assessed for
impairment and for which an impairment loss is or continues to be recognized are not included in a collective
assessment of impairment.

if there is objective evidence that an impairment less oz loans and receivabies carried at amortised cost has been
incurred, the amount of the loss is measured as the difference between the asset’s carrying amount and the present
vaiue of estimated fotare cash flows (excluding future expected credit fosses that have not been incurred) discounted
at the financial asset’s original effective interest rate. If a loan has a varigble interest rate, the discount rate for
measuring any impairment loss is the current effective interest rate. The carrying amount of the asset is reduced
through the use of an allowance account and the amount of the ioss is recognised in the profit or loss.

10
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GRANITOID AD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

2.2 Summary of significant accounting policies (continued)

d) Financial instruments — initial recognition and subsequent measurement (continued)

¢  Financial assets {continued)

Impairment of financial assets (continued)

Financial assets carried at amortised cost

The carrying amount of the asset is reduced through the vse of an allowance account and the amount of the loss is
recognised in profit or loss for the period. Interest income continues to be accrued on the reduced carrying amount
and is accrued using the rate of interest used to discount the future cash flows for the purposc of measuring the
impairment loss. The interest income is recorded as part of finance income in profit or loss for the period. Loans
together with the associated allowance are written off when there is no realistic prospect of future recovery and all
collateral has been realised or has been transferred to the Group. If, in a subsequent year, the amount of the
estimated impairment loss increases or decreases because of an event occurring after the impairment was
recognised, the previously recognised impairment loss is increased or reduced by adjusting the allowance account. If
a future write-off is later recovered, the recovery is credited to finance costs in profit or loss for the period.

¢  Financial liabilities

Initial recognition and measurement
Financial liabilities are classified as financial liabilities 2t fair value through profit or loss, loans and borrowings, or

as derivatives designated as hedging instruments in an effective hedge, as appropriate. The Company determines the
classification of its financial liabilities at initial recognition,

Financial liabilities are recognised initialty, a¢ fair value, and in the case of ioans and borrowings, plus directly
attributable transaction costs.

The Company’s financial liabilities include trade and other payables and interest bearing loans.

Subsequent measurement

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

Loans and borrowings
After initial recognition, interest bearing loans and borrowings are measured at amortised cost using the effective
interest method.

Gains and losses are recognised in profit or loss when the liabilities are derecognised as well as through the
amcrtisation process.

Derecognition

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

When ar. existing financial liability is replaced by another om the same lender on substantially different erms, or the
terms of an existing liability are substantiaily modified, such an exchange or modification is treated as a derecognition

of the origiral liability and the recognition of a new liability, and the difference in the respective carrying amounts is
recognised in profit or joss.

¢) Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount reported in the balance sheet if, and only if,

there is a currently enforceable legai right to offset the recognised amounts and there is an intention to settle on a net
basis, cr to realise the assets and settle the liabilities simultaneousiy.

11
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GRANITOID AD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

2.2 Summary of significant accounting policies (continued)

) Fair value measurement

The Company does not report any financial instruments as well as non-financial assets measured at fair value at the
balance sheet date. Fair values of financial instruments measured at amortised cost are disclosed in Note 15.

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

e [In the principal market for the asset or liability, or

e In the absence of a principal market, in the most advantageous market for the asset or liability
The principal or the most advantageous market must be accessible to by the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act ir: their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to generate
economic benefits by using the asset in its highest and best sse or by selling it to another market participant that
would use the asset in its highest and best use.

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as foliows, based on the lowest level input that is significant to the fair
value measurement as a whole:
2 Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities;
e Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observabie;
2 Level 3 — Valuation techniques for which the lowest Ieve! input that is significant to the fair value
measurement is unobservable.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Company determines
whether transfers have oceurred between Levels in: the hierarchy by re-assessing categorisation (based on the lowest
ievel input that is significant to the fair value measurement as a whole) at the end of each reporting period.

The Company’s management determines the policies and procedures for both recurring fair value measurement and
for non-recurTing measursment.

At each reporting date, the management analyses the movements in the values of assets and liabilities which are
required to be re-measured or re-assessed as per the Company’s accounting policies. For this analysis, the
management verifies the major inputs applied in the latest valuation by agreeing the information in the valuation
computation ic contracts and other relevant documents. The management, in conjunction with the valuation experts,
alsc compares each the changes in the fair velue of each asset and liability with relevant exiemnal sources to
determine whether the change is reasonable.

For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities on the basis of
the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy as explained
above,
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GRANITOID AD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

2.2 Summary of significant accounting policies (continued)

) Issued capital

Issued capital represents the par value of shares issued and paid by the shareholders adjusted with the effect of
hyperinflation as disclosed in Note 10.1. Any proceeds in excess of par value are recorded in share premium.

h) Property, plant and equipment

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

Depreciation is calculated on a straight line basis over the useful life of the assets as follows:

Buildings 4 to 25 years
Plant and machinery 21025 years
Vehicles £ to 15 years
Furniture and fittings 5 10 7 years

An item of property, plant and equipment is derecognized upon disposal or when no future economic benefits are
cxpected from its use or disposal. Any gain or loss arising on derecognizing of the assst (calculated as the difference
between the net disposal proceeds and the carrving amount of the asset) is included in profit or icss in the year the
asset is derecognized.

The asset’s residual values, useful lives and methods of depreciation are reviewed, and adjusted if appropriate, at
cach financial year end.

i) Impairment of non-financial assets

The Company assesses at each reporting date whether there is an indication that an asset may be impaired. If any
such indication exists, or when annual impairment testing for an asset is required, the Company makes an estimate
of the asset’s recoverable amount. Az asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s
fair value less costs to sell and its value in use and is determined for an individual asset, unless the asset doss not
generate cash inflows that are largely independent of those from other assets or groups of assets. Where the carrying
amoun: of an asset exceeds its recoverable amount, the asse! is considered impaired and is written down to its
recoverabie amount. In assessing value In use, the estimated future cash flows ars discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. In determining fair value less costs to sell, an appropriate valuation mode! is used. These
calculations are corroborated by vaiuation multiples or available fair value indicators.

Impairment losses of continuing operations are recognised in profit or loss in those expense categories consistent
with the function of the impaired asset.

For non-financial assets, an assessment is made at each reporting date as to whether there is any indication that
previously recognized impairment losses may no longer exist or may have decreased. If such indication exists, the
Company makes an estimate of recoverable amount. A previously recognized impairment loss is reversed only if
there has been a change in the estimates used to determine the asset’s recoverable amount since the last impairment
loss was recognized. If that is the case the carrying amount of the asset is increased to its recoverable amount. That
increased amount cannot sxceed the carrying amount that would have been determined, net of depreciation, had no
impairment loss been recognized for the asset in prior years. Such reversal is recognized in profit or loss.

13
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GRANITOID AD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

2.2 Summary of significant accounting policies (continued)

j) Cash and cash equivalents

Cash and cash equivalents in the balance sheet comprise cash at banks and at hand and short term deposits with an
original maturity of threc manths or less.

For the purpose of the cash flow statement, cash and cash equivalents consist of cash and cash equivalents as
defined above.

k) Provisions

General

Provisions are recognised when the Company has a present obligation (legal or constructive) as & result of a past
event, it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation. Where the Company expects some or
all of a provision to be reimbursed, for example under an insurance contract, the reimbursement is recognized as a
separate asset but only when the reimbursement is virtually certain. The expense relating to any provision is
presented in profit or loss net of any reimbursement. If the effect of the time value of money is material, provisions
are discounted using a current pre tax rate that reflects, where appropriate, the risks specific to the liability. Where
discounting is used, the increase in the provision due to the passage of time is recognized as a finance cost.

2.3 Changes in accounting policy and disclosures

New and amended standards and interpretations

The accounting policies adopted are consistent with those of the previous financia! year, except for the following
new and amended IFRS and [FRIC interpretations adopted as of 1 January 2013:
¢ IAS 1 Presentation of Financiai Statemenis (Amendment) - Presentation of Items of Other Comprehensive
Income

o IAS 15 Employee Benefits (Revised)

IFRS 1 Government Loans — Amendments to IFRS |

o FR8 7 Financial Instruments: Disclosures (Amendment) - Cffsetting Financial Assets and Financial
Liabilities

o IFRS 13 Fair Value Measurement

o IFRIC 20 Stripping Costs in the Production Fhase of a Surface Mine

» Improvements to IFRS — 2046 - 2011 Cycle.

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

IAS 1 Presentation of Financial Statements (Amendment) - Presentation of Items of Other Comprehensive
Income

The amendments to IAS 1 require grouping of items presented in other comprehensive income. [tems that will be
reclassified {‘recycled’) 1o profit or loss at a future point in time are presented separately from items that will not be
reclassified by introducing two sub-headings “Other comprehensive income to be reclassified io profit or loss in
subsequent periods” and “Other comprehensive income not to be reclassified to profit or loss in subsequent periods”
in the statement of other comprehensive income. The amendments affect presentation only and have no impact on
the Company’s financial position or performance.

14
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

2.3 Changes in accounting policy and disclosures (continued)

New and amended standards and interpretations (continued)

IAS 1 Clarification of the requirement for comparative information (Amendment as part of Improvements to
IFRS — 2009 - 2811 Cycle)

These amendments clarify the difference between voluntary additional comparative information and the minimum
required comparative information. An entity must include comparative information in the related notes to the
financial statements when it voluntarily provides comparative information beyond the minimum required
comparative period. The amendments clarify that the opening statement of financial position as at 1 January 2012,
presented as a result of retrospective restatement or reclassification of items in financial statements does not have to
be accompanied by comparative information in the related notes. The amendments affect presentation only and have
no impact on the Company’s financial position or performance.

1AS 19 Employee Benefits (Revised)
The key changes of IAS 19 (Revised) include the following:
2  Actuarial gains and losses are recognised immediately in the balance sheet with z corresponding debit or
credit to retained carning through other comprehensive income in the period in which they occur,

e All past service costs are recognised at the earlier of when the amendment/curtailment occurs or when the
related restructuring or termination costs are recognised. As a result, unvested past service costs can no
longer be deferred and recognised over the future vesting period.

s Accumulating paid annual leave that the Company does not expect to settle wholly within twelve months
after the end of the reporting period are classified as other long-term emplovee benefits and measured at the
present value of expected cost. Previously, all paid annua! leave was measured at the undiscounted amount
of the expected cost of the benefit.

The amendment has no effect on the financia! position or performance of the Company.

IFRS 13 Fair Value Measurement

IFRS 13 establishes a single source of guidance under IFRS for all fair value measurements. 1IFRS 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. IFRS 13 defines fair value as an exit price. As a result of the guidance in IFRS 13, the Company re-assessed
its policies for measuring fair values. IFRS 13 also requires additional disciosures.

Application of IFRS 13 has not materielly impacted the fair value measurements of the Company. As the Company
does not report any non-iinancial assets at fair value and the carrying amount of financial instruments comprising
cash items, trade and other receivables, trade and other payables, payables to related parties is a reasonable
approximation of fair value no additional disclosures are requirec.

Orher new and amended standards and interpreiations
The folicwing amendments to standards do not have any effect on the Company’s financial position and /or
performance:
o IFRS 1 Government Loans — Amendments to IFRS 1
o IFRS 7 Financial Instruments: Disclosures (Amendment) - Offsetting Financial Assets and Financial
Liabilities
= IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine
Improvements to IFRS — 2009 — 2011 Cycle {other than IAS | Clarification to the requirement for
comparative information { Amendment) described above).

15
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GRANITOID AD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

3. Significant accounting judgements, estimates and assumptions

In preparing the financial statements, management is required to make estimates and assumptions that affect
reported income, expenses, assets, liabilities and disclosure of contingent assets and liabilities. Use of available
information and application of judgment are inherent in the formation of estimates. Actual results in the future could
differ from such estimates and the differences may be material to the financial statements. These estimates are
reviewed on a regular basis and if a change is needed, it is accounted for in the period the changes become known.

The key assumptions concerning the future and other key sources of estimation uncertainty at the balance sheet date,
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within
the next financial year are discussed below.,

Useful lives of property plant and equipment

Accounting for property, plant and equipment involvss the use of estimates for determining the expected useful lives
of these assets and their residual values. The determination of the useful lives of the assets is based on
management’s judgment. Further details are provided in Note 2.2 h).

4. Standards issued but not yet effective and not early adopted

Standards issued but not yet effective and not early adopted up to the date of issuance of the Company’s financial
statements are listed below. This listing is of standards and interpretations issued, which the Company reasonably
expects to have an impact on disclosures, financial position or performance when applied at a future date. The
Company intends to adopt those standards when they become effective.

IAS 19 Defined Benefit Plans: Employee Contributions — Amendment to IAS 19

The narrow-scope amendments apply to contributions from employees or third parties to defined benefit plans. The
objective of the amendments is to simplify the accounting for contributions that are independent of the number of
years of employee service, for example, employee contributions that are calculated according to a fixed percentage
of salary. The amendments are effective for annual periods beginning on or after 1 January 2014. They have not yet
been adopted for use in the EU. It is not expected that these amendments would be relevant to the Company.

IAS 27 Separate Financial Statements (Revised)

The revised standard, as adopted for use in the EU, is effective for ennual periods beginning on or afler 1 January
2014. As a consequence of the new IFRS 18 and IFRS 12, what remains of TAS 27 is limited to accounting for
subsidiaries, jointly controlled cntities, and associates in separate financial siatements. The Company is in the
process of assessing the impact of this Standard on its Snancial position or performance.

IAS 28 Investments in Associates and Joint Ventures {Revised)

The revised standard, as adopted for use in the EU, is effective for annual periods beginning on or after 1 January
2014, As a consequence of the new IFRS 11 and IFRS 12, IAS 28 has been renamed IAS 28 Investments in
Associates and Joint Ventures, and describes the application of the equity method to investments in joint ventures in
addition to associates. The Company is in the process of assessing the impact of this Standard on its financial
position or performance. / As the Company dces not have any investments in associates/joint ventures, the revised
standard will not impact its firancial position and performance,

IAS 32 Financial Instruments {(Amendment): Presentation - Offsetting Financial assets and Financial
Liabilities

The amendment is effective for annual periods beginning on or after i January 2014. This amendment clarifies the
meaning of “currently has a legally enforceable right to set-off” and also clarifies the application of the IAS 32
offsetting criteria fo settiement systems. The Company is in the process of assessing the impact of the amendment
on its financial position or performance,
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GRANITOID AD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

4. Standards issued but not yet effective and not early adopted (continued)

IAS 36 Recoverable Amount Disclosures for Non-Financial Assets - Amendments to IAS 36 Impairment of
Assets

These amendments remove the unintended consequences of IFRS 13 on the disclosures required under IAS 36. In
addition, these amendments require disclosure of the recoverable amounts for the assets or CGUSs for which
impairment loss has been recognised or reversed during the period. These amendments are effective for annual
periods beginning on or after 1 January 2014. It is not expected that these amendments would result in additional
disclosures for the Company.

IAS 39 Novation of Derivatives and Continuation of Hedge Accounting — Amendments to IAS 39

These amendments provide relief from discontinuing hedge accounting when novation of a derivative designated as
a hedging instrument meets certain criteria. These amendments are effective for annual periods beginning on or after
I January 2014. It is not expected that these amendments would be relevant to the Company.

IFRS 9 Financial Instruments: Classification and Measurement

The new standard is effective for annual periods beginning on or after 1 January 2015. IFRS 9 as issued reflects the
first phase of the IASBs work on the replacement of IAS 39 and applies to classification and measurement of
financial assets as defined in IAS 39. Phase I of IFRS 9 will have a significant impact on (i) the classification and
measurement of financial assets and {jii) a change in reporting for those entities that have designated financial
liabilities using the FV option. In subsequent phases, the IASB will address hedge accounting and impairment of
financial assets. The Company is in the process of assessing the impact of the new standard on its financial position
or performance. The Standard has not yet been adopted for use in the EU.

IFRS 10 Consolidated Financial Statements

The new standard, as adopted for use in the EU, is efiective for annual periods beginning on or after 1 January 2014,
IFRS 10 replaces the portion of IAS 27 Consclidaied and Separate Financial Statements 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
entities. The changes introduced by IFRS 1§ will require management to exercise significant judgement io
determine which entities are controlled, and therefore, are required to be consolidated by 2 parent, compared with
the requirements that were in IAS 27. The Company is in the process of assessing the impact of the new standard on
its financial position or performance,

IFRS 11 Joint Arrangements

The new standard, as acopted for use in the EU, is effective for annual periods beginning on or after 1 January 2014,
IFRS 11 replaces 1AS 31 Interests in Joint Ventures and SIC-13 Jointly-controlled Entities — Non-monetary
Contributions by Venturers. IFRS i1 changes the accounting for joint arrangements by moving from three
categories under IAS 31 to the following two categories — joint operadon and joint venture. Joint ventures are
accourted for using the equity method. The option in IAS 31 to account for joint ventures {as defined in IFRS 11)
using proportionate consolidation has been removed. The Company is in the process of assessing the impact of the
new standard on its financial pesition or performance

IFRS 12 Diselosure of interesis in Other Entities

The new standard, as adopted for use in the EU, is effective for annual periods beginning on or after 1 January 2014.
IFRS i2 includes all the disciosure requirements that were previously in IAS 27 related to consolidated financial
statements, as well as all the disclosures that were previously included in TAS 31 fnterests in Joint Ventures and iAS
28 Investments in Associates. These disclosures relate to an entity’s interests in subsidiaries, joint arrangements,
associates, and structured entities. A number of new and more extensive qualitative and quantitative disclosures are
also required. The Company is in the precess of assessing the impact of the new standard on its financial position or
performance.

Investment Entities (Amendments to IFRS 16, IFRS 12 and IAS 27)

These amendments are effective for annual periods beginning on or after 1 January 2014 provide an exception to the
consolidation requirement for entities that meet the definition of an investment entity under IFRS 15. The exception
to consolidation requires investment entities to account for subsidiaries at fair value through profit or loss. It is not
expected that this amendment would be relevant to the Company.
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GRANITOID AD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

4. Standards issued but not yet effective and not early adopted (continued)

IFRIC Interpretation 21 Levies FRIC 21)

IFRIC 21 clarifies that an entity recognises a liability for a levy when the activity that triggers payment, as identified
by the relevant legislation, occurs. For a levy that is triggered upon reaching a minimum threshold, the interpretation
clarifies that no liability should be anticipated before the specified minimum threshold is reached. IFRIC 21 is
cffective for annual periods beginning on or after | January 2014, It has not yet been adopted for use in the EU. The
Company does not expect that IFRIC 21 will have material financial impact in future financial statements.

Annual improvements to IFRSs 2010-2012 Cycle
In the 2010-2012 annual improvements cycle, the IASB issued amendments to seven standards which are applicable
for financial year 2015. Summary of amendments and related standards are provided below:

o IFRS 2 Share-based Payments — amended definitions of ‘vesting condiitons’ and ‘market condition’ and
adding the definitions of ‘performance condition” and “service condition’;

= IFRS 3 Business Combinations — clarification on the accounting for contingent consideration arising from
business combination;

s [FRS 8 Operating Segments — additional disclosures of management judgement on aggregating operating
segments and clarification on reconciliation of total segments’ assets to the entity’s assets;

s [FRS 13 Fair Value Measurement — clarification on interaction with IFRS 9 as regards short-term
receivables and payables;

o IAS 16 Property, Plant and Equipment — amended to state that when an item of property, plant and
equipment is revalued, the gross carrying amount is adjusted in a manner that is consistent with the
revaluation of the carrying amount while the accumulated depreciation is calculated as a difference
between the gross carrying amount and the carrying amount after taking into account accumulated
impairment losses;

s IAS 24 Related Party Disclosures — clarified that a management entity that provides key management
services to a reporting entity is deemed to be a related party; disclosure of the service fee paid or payable is
required;

o IAS 38 Intangible Assets — same amendment as IAS 16 above.

The Company is in the process of assessing the impact of the amendments on its financial statements. The
Improvements to IFRS — 2010 — 2012 Cycle have not yet been adopted for use in the EU yet.

Annual improvements to [IFRSs 2011-2013 Cycle
In the 2011-2013 annual improvements cycle, the JASR issued amendments to four standards which are applicable
for financial year 2015, Summmary of amendments and related standards are provided below:
s IFRS 1 First-time Adoption of [ntemational Financial Reporting Standards —clarification on the early
applicaticn cf new IFRS that is not yet mandatory;
s IFRS 3 Businsss Combinations — clarification on scope exclusions regarding the formation of joint
arrangement in the Snancial statements of the joint arrangement itseif;
» IFRS 13 Fair Value Measurement — clarification on the application of portfolio exception {measuring fair
value of a group of financial assels and financial iiabilities on a net basis;
2 IAS 40 Investment Property — clarification on the interrelationship between IFRS 3 and IAS 40,

The Company is in the process of assessing the impact of the amendments on its financial statements. The
Improvements to [FRS — 2011 — 2013 Cycle have not y=t been adopted for use in the EU yet.
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GRANITOID AD

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2013

5. Revenues and expenses

5.1 Administrative expenses

VAT, local and altemmative taxes
Depreciation (Note 7)

Audit fees

Telephone and courier

Other expenses

5.2 Other expenses

Legal claims expenses

5.3 Expenses by nature

VAT, local and altenative taxes
Hired services

Depreciation (Note 7)

Materials

Other

Total administrative and other expenses

£.4 Other income

Sale of scrap and property
(Gain on disposal of property
Other

2013 2012
€000 £000
@ (4)
(1) (1)
(1) (1)
W )
) 0)
a1 @®)
2013 2012
000 €000
- 6)
- 6)
2013 2012
€000 £000
) @)
@ @
W (1)
(1) (1)
(1) 6)
(1) (1)
2013 2012
€000 €600
11 1

2
5 2
18 3
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GRANITOID AD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

5. Revenues and expenses (continued)

5.5 Finance cost
2013 2012
€000 €000
Interest expenses to related parties (Note 12) (6) (4)
(6) )

6. Income tax
The Company did not report any current or deferred taxes for the year ended 31 December 2013 (2012: nil}).
In 2013 the nominal statutory tax rate is 10% (2012: 10%). In 2014 the nominal statutory tax rate is 10%,

Reconciliation between income tax expense and the result of accounting profit / (loss) multiplied by the statutory tax
rate for the years ended 31 December 2013 and 31 December 2012 is as follows:

2013 2012

€000 €000
Accounting profit/(loss) befors income tax 1 (12)
Income tax benefit at statutory tax rate of 10% for 2013 {2012: 10%) B} 1
Tax losses on which no deferred tax asset is recognized - {1)
Income tax - - -
The Company has incurred tax iosses as follows:
Tax period Period of availability for tax relief 2013 2012

€000 €000
2013 2014 through 2018 .
2012 2013 through 2017 5 9
2011 2012 through 2016 10 10
2010 2011 through 2015 39 39
2009 2010 through 2014 66 67
Total tax loss carried forward 124 125
Effective income tax rate 10% 10%
Deferred income tax asset not recognized 13 13

These losses can be carried forward as relief against future taxable profits. However, since the amounts and timing
of fature taxable income cannot be estimated reliably due to the uncertainties of the economic environment of the
Company, no deferred tax asset has been recognized for the tax losses carried forward as of 31 December 2013
{2012: Nil).
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GRANITOID AD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

7. Property, plant and equipment

Land and Plant and Furniture ~otal
buildings machinery  and fittings *
€000 €000 €000 €000

Cost:
At 1 Januvary 2012 234 177 5 416
At 31 December 2012 234 177 5 416
Disposals : - 3) 3
At 31 December 2013 234 177 2 413
Depreciation:
At 1 January 2012 113 160 5 278
Depreciation charge for the year - 1 - i
At 31 December 2012 132 161 5 279
Depreciation charge for the year - 1 - 1
Disposals S - 3) 3)
At 31 December 2013 113 162 2 277
Net book value:
At 1 January 2012 121 17 - 138
At 31 December 2012 121 16 - 137
At 31 December 2013 121 15 - 136

Included in land and buildings is land with carrying amount of EUR 121 thousand (2¢12: EUR 121 thousand).

Impairment of property, plant and equipment

Based on the review for impairment indicators cf the Property, plant and equipment, the Company’s management
has not found indicators that the book vaiue of the assets exceeds their recoverable amount. Therefore, no

impairment of property, plant and equipmert has been recognised at 31 December 2013 {2012: Nil).

8. Trade and other receivables

2013 2012
€000 €000
Trade receivables 3 1
Cther receivables - |
3 p
Terms and conditions of the financial assets, set out in the table above, are as follows:
- Trade and other receivables are non-interest bearing and are normally settled on 30-day terms;
21
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GRANITCOID AD
NOTES TO THE FINANCIAL STATEMENTS
For the vear ended 31 December 2313

9. Cash and cash equivalents

i 2013 2012

€000 €000

Cash at bank 2 2
2 2

Cash at bank earns interest at floating rates based on daily bank deposit rates. As of 31 December 2013 the fair value
of cash is EUR Z thousand (2012: EUR 2 thousand).

10. Issued capital and reserves

10.1 Issued capital

2013 2012

€000 €000

Ordinary shares of EUR 0.51 each, as per court registration 308 308
Hyperinflation adjustment 18,809 18,809
19,117 19,117

In the period 1990-1997 the Bulgarian economy has experienced hyperinflation. According to JAS 29 Financial
Reporting in Hyperinflationary Economies in such circumstances the Company has to hyper-inflate the amounts in
its financial statements and to use them as a basis for the carrying zmounts in its subsequent financial statements.
The amount of EUR 18,809 thousand represents the effect of hyperinflation of the share capital from its nominal and
legally registered value of EUR 308 thousand to EUR 19,117 thousand. Tae hyperinflation was performed using the
movement in the exchange rate between Bulgarian Lev and German Mark (DEM) as the most representative and
reasonable measure of inflation during that period,

Number of Authorized

erdinary shares capital

(thousands) (€000)
At 1 January 2012 603 308
At | January 2013 603 308
At 31 December 2013 603 308

All ordinary shares issued were fully paid.

10.2 Reserves

Legal reserve

Legal reserves are formed as per article 246 of the Bulgarian Commercial Act stipulating reserve requirements for
joint stock companies such as Granitoid AD. Legal reserves are required to equal one-tenth of the authorized capital.
The source of the iegal reserves comes from not less than one-tenth of earnings, premiums on share or debenture
issues and other sources established by the articles of association of a company or the general meeting of its
shareholders. The legal reserves can only be used to offset current year and prior year losses. As of 31 December
2013 the legal reserves amount to EUR 62 thousand (2012: EUR 62 thousand).
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GRANITOID AD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

11. Trade and other payables

2013 2012

€000 €000

Trade payables 2 4
VAT payables 1 -
Other payables g 3
6 7

Terms and conditions of the financial liabilities, set out in the table above, are as follows:
- Trade payables are non-interest bearing and are normally settled on 30-day terms;
- Other payables are non-interest bearing and are normally settled on 30-day terms.

12. Related party disclosures

The ultimate parent
The ultimate parent of the Company is Titan Cement Company S.A., incorporated in Greece.

Ertity wita controlling interest in the Company
Granitoid AD is controlled bty REA Cement Limited, Cyprus, holding 91.26% of its shares.

Other related parties
Zlatna Panega Cement AD and Granitoid AD are related parties because they are under the common control of Titan
Cement Company S.A., Greece.

The following table provides the total amount of transactions, which have been entered into and the outstanding
balances with related parties for the relevant financial year:

Loans due to related parties Interps Mgty owe.d .
expense related parties
€000 €000
Other related parties
Zlata Panega Cement AD 2013 6 62
Zlatna Panega Cement A} 2012 4 62
2013 5 } 62
2012 4 62

Zlatna Panega Cement AD

As of 31 December 2013, Granitoid AD has borrowed from its related party Z!atna Panega Cement AD an amount
of EUR 60 thousand (2012: EUR 52 thousand). The intercompany loan is intended to finance the working capital
needs of the Company. The loar is unsecured and is repayable in January 2014, Interest is charged at a fixed rate of
9.11 %.

As at 31 December 2013 included in the amount owed to Zlatna Panega Cement AD in respect of the loan is interest
payable at the amount of EUR 2 thousand (2012: EUR 10 thousand).
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13. Commitments and contingencies
Capital commitments

As of 31 December 2013, the Company had no capital commitments. {2012- Nil)

Legal claims

As of 31 December 2013 Granitoid AD is involved in one dispute initiated in 2012 by a former employee against the
Company for the total amount of EUR 10 thousand. As of 31 December 2013 and 31 December 2012 & provision of
EUR 3 thousand for liabilities related to the legal case has been recognized.

Other

The Company was last audited by the tax authorities for compliance with the following tax laws:

- Corporate income tax — 31 December 2006;

- VAT — 31 January 2008;

- Personal income tax — 31 December 2006;

- Social security contributions — 31 December 2006;

- Local taxes and fees — 31 December 2006;

The directors do not believe that, as of 31 December 2013, any material matters exist relating to the gvolving Sscal
and regulatory environment in the country, which would require adjustment to the accompanying finiancial
statements.

14. Financial risk management objectives and policies

The Company’s principal financial liabilities comprise loans from refated parties and trade payables. The main
purpose of these financial instruments is to raise finance for the Company’s operations. The Company has financial
assets such as other receivables and cash, which arise directly from its operations.

The main risks arising from the Company’s financial instruments are cash flow interss: rate risk, liquidity risk,
foreign currency risk and credit risk. The management reviews and agrees policies for managing each of these risks
which are summarized below.

fnterest rvate risk

The Company’s exposure to the risk of changes in market interest rates relates primarily to its short-term loans from
related parties with floating interest rates. This interest rate risk is managed at parent company level.

As the intercompany loan is with a fixed interest rate, the Company is not exposed to significant interest rate risk.
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MNOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2013

14. Financial risk management objectives and policies (continued)

Ligquidity risk

Prudent liquidity risk management implies maintaining sufficient cash, availability of funding through short-term
loans from related parties. The liquidity risk is addressed by continuing support of the parent company and related

parties through disbursement of loans.

The table below summarizes the maturity profile of the Company’s financial liabilities at 31 December 2013 and 31
December 2012 based on contractual undiscounted payments.

As of 31 December 2013

On Less than 3tol2 ito§ > 5 vears Total
demand 3 months months years Y ar_ o
€000 €000 €000 €000 €000 €000
Payables to related parties ) 60 . _ - 62
Trade and other payables 6 . . &
8 60 - - - 68
As of 31 December 2012
On Less than 3to12 ito5 > § vears Total
demand 3 months months years _y —_ =
€000 €000 €000 €000 €000 €000
Payabies to related parties 10 52 - - - 62
Trade and other payables — 7 - - - - 7
17 52 - - - 69

Foreign exchange risk

The Company operates in Bulgaria and executes transactions in Bulgarian lev mainiy. Therefore, it is not exposed to
significant foreign exchange risks.

Credit risk

Receivable balances are monitored on an ongoing basis with the result that the Cempany’s exposure to bad debts is
not significant. The maximum exposure is the carrying amount. There are no significant concentrations of credit risk
within the Company. As of 31 December 2013 76% of the total ‘rade receivables of the Company are concentrated
in two key customers. The credit risk is managed through regular contract with clients and ongoing moxitoring of
the overdue receivables,

Capital management
The primary objective of the Company’s capital management :s to ensure ‘hat it maintains 2 strong credit rating and
healthy capital ratios in order to support its business as going concern and to maximize shareholder value.

The Company manages its capital structure and makes adjustments to it, in light of changes in economic conditions.
To maintamn or adjust the capital structure, the Company may adjust the dividend payment to sharcholders, return
capital to the shareholders or issue new shares, following the sharehoiders’ approval. No changes were made in the
objectives, policies or processes during the years ended 31 December 2013 and 31 December 2012,
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14. Financial risk management objectives and policies (continued)

Capital management (continued)

The Company monitors its equity capital using eamnings before interest, tax, depreciation and amortization
(EBITDA) for the period.

2013 2012
€000 €000
EBITDA 8 6]

As of 31 December 2013 the total equity of Granitoid AD fell below the registered capital amount by EUR 235
thousand. According to the provisions of art. 252, para i, p. 5 of the Bulgarian Commerce Act when the value of net
assets (equity capital) of a company falls below the amount of registered capital and if within a period of one year
the General Assembly does not make a decision about reduction of capital, transformation or termination, the
company is terminated with a decision of the court which registered it upon a claim of the prosecutor. The
management has informed the shareholders about the necessity of taking appropriate measures for bringing the
capital of the Company in line with the requirements of the Commerce law. Based upon historical evidence and
practice in Bulgaria, the risk of termination is remote.

The Company is not subject to any externally imposed capita! requirements. The structure and management of debt
capital is determined at Titan Group level.

15. Fair value of financial instruments

The fair value of the financial assets and liabilities is included at the amount at which the instrument could be
exchanged in a current ‘ransaction between willing parties, other than a forced or liquidation sale.

The management of Granitoid AD believes that the fair value of financial instruments comprising cash items, trade

and other receivables, trade and other payables, payables to related parties does not differ significantly from their

curTen; carrying amounts, especially when they are short-term in nature or their interest rates are changing in line
ith the change in the current market conditions.

16. Events after the reporting period

An intercompany loan agreement of EUR 60 thousand was signed on 5 January 2014 to extend the term with one
more vear — until 5 January 2015, All other terms of the contract remain unchanged.

Apart from that, no other significant events have been identified after the reporting date that may influence the
annuval financial statements.
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