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ZIL.ATNA PANEGA BETON EOOD
DIRECTORS’ REPORT
For the year ended 31 December 2013

DIRECTORS’ REPORT

The Directors present their report and the financial statements that have been prepared in accordance with
Intemational Financial Reporting Standards ([FRS), as adopted for use in the Furopean Union for the year ended
31 December 2013. These financial statements have been audited by Erst and Young Audit COD.

GENERAL INFORMATION AND BUSINESS DESCRIPTION

Zlatna Panega Beton EOOD is registered in Bulgaria. Its principal activities include:
@  Production, transport, sales and distribution of concrete, lime, and concrete modifications;
= Construction and operation of sites for production of concrete;
2  Research and other activities related to production and distribution of concrete.

BUSINESS DESCRIPTION
Current year results

The overall financial performance and position of the Company for the year ended 31 December 2013 was
characterized by
o Increasing the salee of the Company in the secior due to the new clients attracted and new contracts
signed. As a resuit of this the Company has scic 122 thousand cubic meters concrete,
o Sales of concrete to big investment projects in the country.

Share capital siructure

Shareholders Percentage Number of shares Nominal value
(thousands) (EUR thousand)
Zlaa Panega Cement AD 100% 1,647 8,421

As at 31 December 2013 Zlatna Panega Beton 200D has no subsidiaries or associates.

OBJECTIVES OF THE COMPANY FOR 2014

Enhancing the safety of work environment and minimizing the incidents with reduced personnel.
Increase of the effectiveness of industrial performeance.

Keeping of the market share in the conditions of extremely decreased construction markst.
Expand in infrastructure projects around the country.

Keeping of the cost optimization policy.
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ZLATNA PANEGA BETON EOOCD
DIRECTORS’ REPORT
For the year ended 31 December 2013

CORPORATE GOVERNANCE

The Company is a limited liability company and operates as one-tier system of corporate management in accordance
with the commercial legislation in Bulgaria.

The management of the Company consists of:

Boriana Yotzova - Executive Director
Biser Dosev — Procurator

Directors® responsibilities

The Directors are required by Bulgarian law to prepare financial statements eack financial year that give 2 true and
fair view of the state of affairs of the Company as at the year end and of the profit or loss and cash-flows for the year
then ended.

The Directors confirm that suitable accounting policies have been used and applied consistently and reasonable and
prudent judgments and estimates have been made in the preparation of the financial statements for the year ended 31

December 2013.

The Directors also confirm that appliceble accounting standards have been followed and that the financial
statements have been prepared on & going concern basis.

The Dlrectors are responsible for keeping proper accounting records, for safeguarding the assets of the Company
reasonable steps for the prevention and detection of fraud and other irregularities.
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7 Ernst & Young Audit OCD Tel: +3592 8177 100
Palygraphia Office Center Fax: +35928177111
S 47A, Tsarigradsko Shose Blvd., floor 4 ey.com

Building a better 1124 Sofia, Bulgaria

working world

Independent auditors’ report

To the soie owner of
Zlatna Panega Beton ECOD

We have audited the accompanying financial statements of Zlatna Panega Beton EOOD, which
comprise the balance sheet as of 31 December 2013, and the statement of cemprehensive
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 responsible for the preparation and presentation of financial statements that
give a true and fair view in accordance with International Financial 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 materiaf
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 auditors’
judgment, including the assessment of the risks of rnaterial 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 cpinion 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 Globai Limited

Ernst & Young Audit 00D,

seat and address of management in Sofia
Polygraphia Office Center

474, Tsarigradske Shose Blvd,, floor 4

UIC: 130972874, VAT # BG130972874
BGN {BAN: BG4E UNCR 7000 1520 6686 91
BIC: UNCRBGSF with Unicredit Bulbank AD
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion
In our opinion, the financiai statements give a true and fair view of the financial position of
Ziatna Panega Beton EQOD as of 31 December 2013, and of its financial performance and

cash flows for the year then ended in accecrdance with International Financial Reporting
Standards, as adopted for use in the European Union.

Ermsl 8 Joen

Ernst & Young Audit 00D

12 March 2014

Sofia, Bulgaria



ZLATNA PANEGA BETON EOOD
STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2013

L
L
&L Notes 2013 2012
€000 €000
L
Sales of goods 3,755 3,699
13 Rendering of services 741 632
Revenue 4,496 4,331
1
| Cost of sales Sl {5,093) (5,459)
= Gross loss (597) (1,128)
—
T Other income 57 59 72
Selling and distribution costs & {102) {106)
E Administrative expenses 5.3 (311 (373)
:,;{ Other expenses 54 (45) (133)
Operating loss (996) {1,668)
T
=t Finance income - 7
e Finance costs 5.8 {209) (241)
b Loss before tax {1,205) {1,902)
C |
Income tax 6 20 35
C |
i Loss for the period (1,185) (1,867)
=
=] Actuarial gains on defined benefit plans 17 33 -
Income tax effect 5 4) B -
= Net other comprehensive income not to be reclassified
to profit or loss in subsequent periods 29 -
= —
a Other comprehensive income for the year, net of tax 29 -
= B
{1,156) (1,867
=)
=
|
= The accompanying notes to the financial statements on pages 7 to 43 form an integral part of these financial
= statements.
=
-
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ZLATNA PANEGA BETON EOOD

BAE.ANCE SHEET
As of 31 December 2013

ASSETS

Non-current assets

Property, plant and equipment
Intangible assets

Deferred tax assets

Other financial assets

Current assets

Inventories

Trade and other receivables
Deferred expenses

Income tax receivables
Cash and cash equivalents

Non — current assets held for sale
TOTAL ASSETS

EQUITY AND LIABILITIES
Equity

Issued capital

Accumulated losses

Total equity

Non-current liabilities
Finance lease liabilities
Retirement benefit liability
Deferred tax liability

Current Liabilities
Interest bearing loans
Finance lease liabilities
Trade and other payables

Advances received

The accompanying notes to the
statements.

Notes 2013 2012
€000 €000

8 8,006 7,781
9 30 37
6 11 .
i5 14 18
8,061 7,836

i3 78 116
i4 2,568 3,197
11 55 8
22 25

15 40 3
2,763 3,349

12 82 -
2,845 3,349

10,906 11,185

16 8,421 8,421
(6,806) (5,650)

1,615 2,771

21 75
17 41 60
6 —_— - 5
41 140

i8 4,605
21 75 82
i9 425 564
103 46

20 8,647 2,977
9,250 8,274

9,291 8,414

ITIES 10,906 11,185

financial statements on pages 7 to 43

form an integral part of these financial



T ZLATNA PANEGA BETON EOOD
STATEMENT OF CHANGES IN EQUITY
T—i For the year ended 31 December 2012
™
=
o
Issued capital Accumulated
e (note 16) losses Tatal
In €000 €000 €000
e At 1 January 2012 3,564 (3,783) 219)
Issue of share capital (note 16) 4 857 4,857
il Loss for the period - (1,867) (1,867)
Other comprehensive income for the year - - -
~ —
' Total comprehensive income for the year . (1,867) (1,867)
iy At 31 December 2012 8,421 (5,650) 2,771
i At 1 Jazuary 2013 8,421 (5,650) 2,771
= Loss for the pericd - {(1,185) {1,185)
i
Other comprenensive income for the year - 29 29
ing Total comprenensive income for the year - {1,156) {1,156)
At 31 December 2013 8,421 {6,806) 1,615
|
=)
=
i
=
e
o Executive Director
e The accompanying notes to the financial statements on pages 7 to &3 form an integral part of these ifinanciai
statements.
a8
e

E\

i
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ZLATNA PANEGA BETON EOOD
STATEMENT OF CASH FLOWS
For the year ended 31 December 2013

__ Notes _
OPERATING ACTIVITIES
Loss before tax
Adjustments to reconcile loss before tax to net cash flows
Non-cash:
Depreciation of property, plant and equipment 8
Amortisation of intangible assets 9
Gain on disposal of property, plant and equipment 5.7
Movement in doubtful debt allowance i

Movement in retirement benefit liability
Interest income
Interest expense 5.8
Inventory (surplus} / shortage and scrap, net
Working capital adjustments:
Decrease in inventories
Decrease/(Increase) in trade and other receivables
Increase/(Decrease) in trade and other payables
(Increase)/Decrease in deferred expenses
Net cash flows from/(used in) operating activities

INVESTING ACTIVITIES

Proceeds from sale of property, plant and equipment
Purchase of property, plant and equipment

Loans granted to related parties

Loans repaid from related parties

Interest received

Net cash flows used in investing activities

FINANCING ACTIVITIES

Increase in capital

Proceeds from borrowings from banks

Repayment of borrowings to banks

Payment of finance iease liabilities

Proceeds from loans from related parties
Repayment of loans from related parties

Interest paid

Net cash flows (used in)/ from financing sctivities

and cash equivalents
alents at 1 January
buts at 31 December 15

The accompanying notes to th
statements.

%8
INLE AL

2013 2012
a €000 €000
(1,205) (1,902)
430 389
7 7
(6) (47)
7 89
14 10
- (7;
202 221
(13) 2
51 i
81 {109)
1,030 {(563)
(47) 36
551 (1,873)
6 543
(189) (1,765}
. {(511)
= 511
(183) (1,121}
- 4,857
580 10,639
(388) (10,965)
(82) {77
51 :
(304) (1,233
(188) (226)
(331) 2,995
37 i
3 y)
40 3

financial statements on pages 7 to 43 form an integral part of these financial
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ZLATNA PANEGA BETCGN EOOD
NOTES TO THE FINANCIAL STATEMENTS
For the vear ended 31 December 2013

1. Corporate information

The financial statements of Zlatna Panega Beton EOOD (the Company) for the year ended 31 December 2013 were
authorized for issue by the Executive Director on 4 March 2014,

Zlatna Panega Beton EOOD is a limited liability company, The Company is incorporated and domiciled in Sofia,
Bulgaria with a resolution of the Sofia City Court 17438/17 December 1997 and its financial year ends 31 December.

The principal activities of the Company include production and sale of conerete,

As of 31 December 2013 the sole owner of the Company is Zlatna Panega Cement AD, incorpaorated and domiciled in
Zlatna Panega, Bulgaria.

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

2.1. Basis of preparation

The financial statements have been prepared on a 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 Zlatna Panegz Beton ZEOOD have been prepared in accordance with International
Financial Reporting Standards (FRS), as adopted for use in the Europear Union.

The preparation of these financial statements of the Company is required by the ultimate parent company for
consolidation purposes.

The Company has presented a separate set of 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 issus by
the Executive Director on 4 March 2014,

Going concern

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

For the year ended 31 December 2013 the Company incurred net loss of EUR 1,185 thousand {2012: EUR 1,867
thousand) and its current liabilities exceed its current assets by EUR 6,405 thousand as of 31 December 2013 (2012:
EUR 4,925 thousand). This may cast doubts as regards its ability to continue ifs activities as a going concern. The
firfure vizbility of the Company depends upon the business environment as well as upon the continuing support of the
sole owner and providers of finance as the major part (83%} of total current Habilities comprised of loans and
payables to related parties. The managemen: analyzed the ability of Ziatna Panega Beton ECCD to continue
operations in the near future and have taken measures to strengther its position by obtaining fnancial support fom
the parent company and other related parties. Further for the year ended 31 December 2013 the Company has been
provided with formal 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 twelve-month period.

The management, in light of their assessment of expected foture cash Sows and continued financial support from the
parent entity believe that the Company will continue its operations and settle its obligations in the ordinary course of
business, without substantial dispositions of assets, exterrally forced revisions of its operations or similar actions.
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ZLATNA PANEGA BETON EQOD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

2.2. Summary of significant accounting policies
a) Foreign currency translation

The financial 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 these financial statements.

As at the reporting date, the assets, liabilities, 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 fonctional 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 Company analyses its selling arrangements against specific
criteria to determine whether it acts as a principal or as an agent. It has concluded that it acts as principal in all such
arrangements. The following specific recognition criteria must also be met before revenue is recognised:

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

Rendering of services
Revenue from transport and pumping services (usually short term in nature) is recognized over the period during
which the service is performed.

Rental income
Rental income arising from operating leases on fixed assets is accounted for on a straight line basis over the lease
terms.

Interest income

Interest income is recorded using the effective interest rate (EIR), which is the rate that exactly discounts the
estimated future cash receipts through the expected life of the financial instrument or a shorter period, where
appropriate, to the net carrying amount of the financial asset. Interest income is included in finance income in the
statement of comprehensive income,

¢) Taxes

Current income tax

Current income tax assets and labilities 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 and tax laws used to compute the amount are those
that are enacted or substantively enacted by the reporting date.

Deferred income tax

Deferred income tax is provided using the liability method on temporary differences at the reporting 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 from the initial recognition of goodwill or 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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ZILATNA PANZGA BETON EQOD
NOTES TO THE FINANCIAL STATEMENTS
For the vear ended 31 December 2013

2.2, Summary of significant accounting policies (continued)
¢) Taxes (continued)

Deferred income tax (continued)

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 initial
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.

The carrying amount of deferred income tax assets is reviewsed zt sach reporting 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 (ax assets are reassessed at each reporting 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 in the year 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 reporting date.

Deferred taxes relating to items recognised outside the profit or loss are recognised outside the profit or loss. Deferred
tax items are recognised in correlation to the underlying transaction either in other comprehensive income or directly

in equity.
Deferred income tax assets and deferred income tax liabilities are offset, if a legally enforceable right exists to set off

current iax zssets 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 vatue added tax (VAT) except:

=  where the VAT incurred cn a purchase of assets or services is not recoverable from the taxation authority, in
which case the VAT is recognised zs part of the cost of acquisition of the asset or as part of the expense item
as applicabie; and
= receivabies and payabies that are stated with the amount of VAT included.
The net amount of VAT recoverable fom, 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

¢ Fingncie] assets
Initial recognition and measurement

Financial assets within the scope of IAS 39 are classified as financial assets at fair value through profit or loss, loans
and receivables, held-to-maturity investments, avzilable-for-sale financia! assets, as appropriate. The Company
determines the classification of its finarcial assets at initial recognition.

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

Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or
convention in the marketplace (regular way purchases) are recognised on the trade date, ie., the date that the
Company commits to purchase or sell the asset.

The Company's financial assets include cash and shori-term deposits, rade and other receivables and other financial
assets.
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ZLATNA PANEGA BETON EOCD
NOTES TO THE FINANCIAL STATEMENTS
For the vear ended 31 December 2013

2.2. Summary of significant accounting policies (continued)

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

o Financial assets (continued)

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 acquisition 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 impairment are recognised in profit or loss for the
period in other expenses.

Derecognition

A financial asset (or, where applicable 2 part of 2 financial asset or part of a 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 deiay to a third party under a ‘pass-through’ arrangement; and either (a)
the Company has transferred substantially ail 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
errangement, and has neither transferred nor retained substantiatly afl the risks and rewards of the asset nor fransferred
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 zsset and the maximum amount of consideration that the Company couid be required
to repay.

Impairment of financial assets

The Company assesses at each reporting date whether & 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 afler the initial recognition of the asset (an inourred
‘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 estimated future cash flows,
such as changes in arrears or economic conditions that correlate with defaults.

10
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ZLATNA PANEGA BETON EGOD
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)

Finacial assets carried at amortised cost

The Company first assesses whether objective svidence of impairment exists individually for financial assets that are
individually significant, and individually or collectively for financial assets that are not individually significant. If it is
determined that no objective evidence of impairment exists for an individually zssessed financial asset, whether
significant or not, the asset is included in a group of financial assets 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 lcss on loans and receivables 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
value of estimated future cash flows (excluding future expected credit losses that have not been incurred) discounted
at the financial asset’s original effective interest rate. If a loan has a variable interest rate, the discoun? rate for
measuring any impairment loss is the current effective interest rate. The carrying amount of the ssset is reduced
through the use of an allowance account and the amount of the loss is recognised in the profit or loss.

The carrying amount of the asset is reduced through the use 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 purpose of measuring the impairment
loss. The interest income is recorded as part of finance income in profit or loss for the peried.

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. Ifa
future write-off is later recovered, the recovery is credited to finance costs in profit or loss for the period.

o Financial liabilities
Initial recognition and measurement

Financial liabilities are classified as financial liabilities at fair value through profit or loss, loans and borrowings, or as
derivatives designated as hedging instruments in an effective hedge, as approvriate. The Company determines the
classification of its financiai iiabilities at initial recognition.

Financial liabilities are recognised initially, at fair value, and in the case of loans and borrowings, plus directly
attributable transaction costs,

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

Subsequent measurement

The subsequent valuation of financial liabilities depends on their classification as follows:
e

Interest bearing 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 recognized in profit or loss when the liabilities are derecognized as well as
through the effective interest method amortization process.

11
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ZLATNA PANEGA BETON EOOD
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)
o  Financial liabilities {continued)
Derecognition of financial liabilities

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

Where 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 treated, as a
derecognizing of the original liability and the recognition of a new liability, and the difference in the respective
carrying amounts is recognized in profit or loss.

¢) 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 legal right to offset the recognized amounts and there is an intention to settle on a net basis,
or to realize the assets and settle the liabilities simultaneously.

f) Fair value measurement

For disclosure purposes the Company measures the fair value of its financial instruments as well as non-financial
assets at fair value at each balance sheet date where required by the applicable standard. Fair values of financial
instruments measured at amortised cost are disclosed in Note 23.
Fair value is the price that would be received to seil an asset or paid to transfer a liability in an orderly iransaction
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 piace either:

s In the principal market for the asset or Lability, or

o 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 accessibie 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 in their sconomic best interest.

A fair value measurement of a non-fnancial 2sset takes into account a market participant's ability to generate
economic benefits by using the asset in its highest and best use or by seiling it to another market participant that
would use the asset in its highest aird best use.

The Company uses vaiuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measare fair vaiue, maximising the usc 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 follows, based on the lowest level input that is significant to the fair value
measurement as a whole:
o Level ] — Quoted {unadjusted) market prices in active markets for identical assets or liabilities
e Level 2 — Valuation techaiques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable
e Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable

12
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ZLATNA PANEGA BETON ECOD
NOTES TO THE FINANCIAL STATEMENTS
For the vear ended 31 December 2013

2.2. Summary of significant accounting policies (continued)

f) Fair value measurement (continued)

For assets and liabilities that are recognised in e financial statements on = recurring basis, the Company determines
whether transfers have occurred between Levels in the hierarchy by re-assessing categorisation (based on the lowest
level input that is significant to the fair value measurement as a whole) at the end of each reporting period. As of 31
December 2013 the Company does not report assets or liabilities measured at fair value.

The Company’s management determines the policies and procedures for both recurring fair value measurement, anc
for non-recurring measurement, such as assets held for distribution in discontinued operation and non — current assets,
held for sale.

External valuation experts are involved for valuation of significant assets and significant liabilities. Involvement of
valuation experts is decided upon annually by the management. Selection criteria for external valuers include market
knowledge, reputation, independence and whether professional standards are maintained. The management decides,
after discussions with the valuation experts, which valuation techniques and inputs to use for each case.

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 aralysis, the
management verifies the major inputs applied in the latest valuation by agreeing the information in the valuation
computation to contracts and other relevant documents. The management, in conjunction with the valuation experts,
also compares each the changes in the fair value of each asset and liability with relevant external sources to determine
whether the change is reasonable.

Tor 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.

g) Property, plant and equipment

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

Depreciation is calculated on & straight line basis over the usefuil life of the assets as follows:

Buildings 50 years
Plant and machinery 4 to 20 years
Wehicles, including concrete pumps 5 to 20 years
Furniture and Sttings 7 years

An item of property, piant and equipment is derecognized upor disposal or when no fiture economic benefits are
expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of the asset) is included in profit or loss in the yzar the
asset is derecognized.

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

13
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ZLATNA PANEGA BETON EOOD
NOTES TO THE FINANCIAL STATEMENTS
For the vear ended 31 December 2013

2.2. Summary of significant accounting policies (continued)

h) Non-current assets held for sale or for distribution to equity holder of the parent and discontinued
operation

The Company classifies non-current assets and disposal groups as held for sale or for distribution to equity holders of
the parent if their carrving amounts will be recovered principally through a sale or distribution rather than through
continuing use. Such non-current assets and disposal groups classified as held for sale or as held for distribution are
measured at the lower of their carrying amount and fair value less costs to sell or to distribute. Costs to distribute are
the incremental costs directly attributable to the distribution, excluding the finance costs and income tax expense.

The criteria for held for distribution classification is regarded as met only when the distribution is highly probable and
the asset or disposal group is available for immediate distribution in its present condition. Actions required to
complete the distribution should indicate that it is unlikely that significant changes to the distribution will be made or
that the distribution will be withdrawn. Management must be committed to the distribution expected within one year
from the date of the classification. Similar considerations apply to assets or a disposal group held for sale.

Property, plant and equipment and intangible assets are not depreciated or amortised once classified as held for sale or
as held for distribution.

Assets and liabilities classified as held for sale or for distribution are presented separately as cwrrent items in the
balance sheet.

» A disposal group qualifies as discontinued operation if it {s:

* A component of the Company that is & CGU or a group of CGUs

»  (lassified as held for sale or distribution or aiready disposed in sach a way, or
e A major line of business or major geographical area

Discontinned operations are excluded from the resulis of continuing operations and are presented as a single amount
as profit or loss after tax from discontinued operaiions in the statement of comprehensive income.

Additional disclosures are provided iz Note 12.

i) Leases

The determination of whether an arrangement is, or contains a lease is based on the substance of the arrangement at
inception date of whether the fuifilment of the arrangement is dependent on the use of a specific asset or assets or the
arrangement conveys a right to use the asset.

Company as a lessee

Finance leases which transfer tc the Company substantially ail the risks and benefits incidental to ownership of
the leased item, are capitalised at the commencement of the lease at the fair value of the leased property or,
if lower, at the present value of the minimum lease payments. Lease payvments are apportioned between finance
charges and reduction of the lease liability so as to achieve a consiant rate of interest on the remaining balance of the
liability. Finance charges are recognised in finance cesis in profit or loss for the period.

A leased asset is depreciated over the useft:l life of the asset. However, if there is no reasonable certainty that the
Company will obtain ownership by the end of the lease term, the asset is depreciated over the shorter of the estimated
useful life of the asset and the lease term.

Operating Iease payments are recognised as an operating expense in profit or Ioss for the period on a straight-line
basis over the lease term.
Company as a lessor

Leases where the Company does not transfer substantially all the risks and benefits of ownership of the assets are
classified as operating leases. Initial direct costs incurred in negotiating an operating lease are added to the carrying
amount of the leased and recognized over the lease term on the same bases as rental income. Contingent rents are
recognized as revenue in the period in which they are eamed.

14
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ZLATNA PANEGA BETON EOOD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

2.2. Summary of significant accounting policies (continued)

j) Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessary takes =
substantial period of time to get ready for its intended use or sale are capitalized as part of the cost of the respective
assets. All other borrowing costs are expensed in the period they occur. Barrowing costs consist of interest and other
costs that an entity incurs in connection with the borrowing of funds.

k) Intangible assets

Intangible assets are measured on initial recognition at cost. Following initial recognition, intangible assets are carried
at cost less any accumulated amortization and/ or any accumulated impairment losses, if any,

The useful lives of intangible assets are assessed to be finite.

Intangible assets with finite lives are amortized over the useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired. The amortization period and the amortization method
for an intangible asset with a finite useful life are reviewed at least at each financial year end. Changes in the expected
useful life or the expected pattem of consumption of future economic benefits embodied in the asset is accounted for
by changing the amortization period or method, as appropriate, and treated as changes in accounting estimates. The
amortization expense on intangible assets with finite lives is recognized in profit or loss in the expense category
consistent with the function of the intangible asset.

Gains or losses arising from derecognizing of an intangible asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset and are recognized in profit or loss when the asset is
derecognized.

A summary of the policies and respective useful lives applied to the Company’s intangible assets is as follows:

Licenses 3 to 15 years

Computer software 5 years
1) Imventories

Inventeries are vaiued at the lower of cost and net realizable value.
Costs incurred in bringing each product to its present location and condition are accounted for as follows:

Raw materials purchase cost on a weighted average basis;

Finished goods ~ cost of direct materials and labour and a proportion of manufcturing
cverheads based on normal operating capacity but excluding borrowing
cOsts

Net realizable value is the estimated selling price in the ordinary course of business, less estimated costs of
completion and the estimated costs necessary {o make the sale,

15
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ZLATNA PANEGA BETON EQOD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

2.2. Summary of significant accounting policies (continued)
m) Impairment of non-financial assets

The Company assesses at each reporting date whether there is z» 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. An 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 does not generate
cash inflows that are largely independent of those from other assets or groups of assets. Where the carrying amount of
an asset exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable
amount. In assessing value in use, the estimated future cash flows are 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 model is used. These calculations are corroborated
by valuation multiples or available fair value indicators.

Impairment losses of continuing operations are recognized 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 exceed the carrying amount that would have been determined, net of depreciation, had no
impairment loss been recognized for the asset in prior vears. Such reversal is recognized in profit or loss.

n) 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 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.

o) Employee benefits

Short-term: employee benefits inciude salaries, social security contributions and paid annual leave of current emplyees
expected o be settied wholiy within twelve months afler the end of the reporting period. They are recognised as an
employee benefit expense in the profit or loss or included in the cost of an asset when service is rendered to the
Company and msasured at the undiscounted ameunt of the sxpected cost of the benefit. Information on short-term
emploves benefits is discicsed in Note 7.

The Company operates defined berefit nian arising from the requirement of the Bulgarian labour legislation to pay
two or six gross monthly salaries to its employees upon retirement, depending or: the length of their service. If an
employee has worked for the Company for 10 vears, the retirement benefit amounts to six gross monthly saiaries upon
retirement, otherwise, two gross monthiy salaries. These retirement benefits are unfunded. The cost of providing
benefits under the retirement benefit plan is determined using the projected unit credit method. Re-measurements,
comprising of actuarial gains and lcsses, are recognised immediately in the balance sheet with a corresponding debit
or credif to retained earnings through other comprehensive income in the period in which they occur. Re-
measurements are not reclassified to profit or loss in subsequent periods. Past service costs are recognised in profit or
loss on the earlier off

o The date of the plan amendment or curtailment, and
o The date ther the Company recognises restructuring-related costs.

16
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ZLATNA PANEGA BETON EOOD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

2.2, Summary of significant accounting policies (continued)
o) Employee benefits (continued)

Interest expense is calculated by applying the discount rate to the defined benefit liability. The Company recognises
the following changes in the defined benefit obligation in profit or loss for the period:

e  Service costs comprising current service costs, past-service costs, gains and losses on curtailments and non-
routine settlements within “Other expenses”

= Interest expense within “Finance costs”.

p) Issued capital

Issued capital represents the par value of shares issued and paid by the sole owner as disclosed in Note i&. Any
proceeds in excess of par value are recorded in share premium.

17
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ZLATNA PANEGA BETCN EOOD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

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 financial year, except for the following new
and amended IFRS and IFRIC interpretations adopted as of 1 January 2013:
» 1AS 1 Presentation of Financial Statements (Amendment) - Presentation of Items of Other Comprehensive
Income
2 1AS 19 Employee Benefits (Revised)

« IFRS 1 Government Loans — Amendments to ITRS !

> IFRS 7 Fingncicl Insiruments: Disclosures (Amendment) - Offsetting Financial Assets and Financial
Liabilities

s IFRS I3 Fuair Value Mecsurement

> IFRIC 20 Stripping Costs in the Production Phase of a Surfuce Mine

Improvements to IFRS — 2009 - 2011 Cwcle

(5]

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:

1AS 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. Items that will be
reclassified (‘recycled’) to 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 to 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.

IAS 1 Clarification of the requirement for comparative information (Amendment as part of Improvements to IFRS
— 2009 - 2011 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 Snancial
statements when it voluntarily provides cormparative 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 resuit of
retrospective restatement or reclassification of items in financial statements does not have io be accompanied by
comparative information in the related notes. As a result, the Company has not inctuded comparative information in
respect of the opening statement of financial position as at I January 2612. The amendments affect presentation only
and have no impact on the Company’s financia! position or performance.

IAS 19 Employee Benefits (Revised)
The key changes of IAS 19 (Revised) that have impacted the Company include the following:

o  Actuarial gains and losses are recegnised immediately in the balance sheet with a corresponding debit or
credit to retained eamnings through other comprehensive income in the period in which they occur.
Previously, the Company deferred the recognition of actuarial geins and losses applying so called “10%
corridor” approach.

o  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 recogaised over the future vesting period.

* Accumulating paid annual leave that the Company does not expect to settle wholly within twelve months
efter the end of the reporting period are classified as cther long-term employee benefits and measured at the
present value of expected cost. Previously, ail paid annual leave was measured at the undiscounted amount of
the cxpecied cost of the benefit.
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ZLATNA PANEGA BETON EOOD
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 19 Employee Benefits (Revised) (continued)
IAS 19 (Revised) also introduces more extensive disclosures. These have been provided in Note 17.

Transitional provisions of IAS 19 (Revised) require retrospective application, i.e. restatement of opening statement of
financial position of the earliest comparative period presented (1 January 2012) and the comparative figures. The
Company has estimated that the effect of the retrospective application will be immaterial to its financial position as of
1 January 2012 and 31 December 2012 as well as to its financial performance for the year ended 31 December 2012.
As a result, the Company has referred to IAS 8 Accounting Policies. Changes in Accounting Estimates and Errors,
para 8 which provides a relief from the application of accounting policies when the effect is deemed immaterial and
has applied IAS 19 changes as from 1 January 2013.

IFRS 13 Fair Value Measurement

IFRS 13 establishes a single source of guidance under IFRS for all fair value rigasurements. IFRS 13 does not change
when an entity is required to use fair value, but rather provides guicance on kow to measure fair value under IFRS.
IFRS 13 defines fair value as an exit price. As 2 result of the guidance in [FRS 13, the Company re-assessed its
policies for measuring fair values. IFRS 13 also requires additional disclosures.

Application of IFRS 13 has not materially impacted the fair value measurements of the Company. Additional
disclosures where required, are provided in t:e individual notes relating to the assets and liabilities whoss fair values
were determined. Fair value hierarchy is provided in Note 7.

Other new and amended standards and interpratations
The following amendments to standards do not have apy effect on the Company’s financial position and /or
performance:
o IFRS | Government Loans — Amendments to IFRS 1
e IFRS 7 Financial Instruments: Disciosures (Amendment) - Offsetting Financial Assets and Financial
Liabilities
e IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine
« Improvements to IFRS — 2009 — 2011 Cycle {other than IAS & (larification to the requirement for
comparative information {(Amendment} describec above).
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ZLATNA PANEGA BETON EOOD
NOTES TO THE FINANCIAL STATEMENTS
For the vear ended 31 December 2012

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 fiture 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 in the period the changes become known.

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

Retirement benefits

The cost of retirement benefit plan is determined using actuarial valuation for the financial year 2013. The actuarial
valuation involves making assumptions about discount rates, future salary increases, personnel tumover rates and
mortality rates. Due to the long-term nature of the plan, such estimates are subject to significant uncertainty. The net
employee liability at 31 December 2013 is EUR 41 thousand (2012: EUR 60 thousand). Further details are given in
Note 17 to the financial statements. The Company expects to settle accumulated paid annual leave classified as short —
term employee bencfits as of 31 December 2013 at the amount of EUR 15 thousand entirely within twelve months
after the end of the reporting period.

Useful lives of property plant and equipment, and intargibie ossets

Accounting for property, plant and equipment, and intangibie assets involves the use of estimates for determining the
expected useful lives of these assets and their residval values. The determination of the usefil lives of the assets is
based on management’s judgment. Further details are provided in note 2.Z g) and note 2.2 k).

Impairment of receivables

Management maintains an allowance for doubtful receivables to account for estimated losses resulting from the
inability of customers to make required payments. When evaluating the adequacy of an allowance for doubtful
receivables, management bases its estimates or the aging of accounts receivable, balances and historical write-off
experience, customer credit worthiness ané changes in cusiomer payment terms. If the financial condition of
customers were to deteriorate, actual write-offs might be higher than expected. At 31 December 2013 the best
estimate of the impairment of receivables is EUR 245 thousand (2012: EUR 252 thousacd). Further details are
provided in Note 14,
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ZLATNA PANEGA BETON EOOD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

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, emplovee 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 annual periods beginning on or after 1 January
2014. As a consequence of the new IFRS 15 and IFRS 12, what remains of IAS 27 is limited to accounting for
subsidiaries, jointly controlled entities, and asscciates in separate financial statements. The Company is in the process
of assessing the impact of this Standard on its financial 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. As the Company does not have any investments in associates/joint ventures, the revised
standard will not impact its financial position and performance.

1AS 32 Financial Instruments (Amendmeni): Presentation - Offsetting Financial assets and Financial Liabilities
The amendment is effective for annual periods beginning on or after 1 January 2014. This amendment clarifies the
meaning of “currently has a legally enforceable right o set-off” and also clarifies the application of the IAS 32
offsetting criteria to settlement systems. The Company is in the process of assessing the impact of the amendment on
its financial position or performance.

1AS 36 Recoverable Amount Disclosures jor 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 disciosure of the recoverable amounts for the assets or CGUs for which
impairment loss has been recogrnised or reversed during the period. These amendments are effective for annual
periods beginning on or after ! japuary 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 discortinuing 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 |
January 2014. It is not expected that these amendments would be relevant to the Company.

IFRS § Financial Instruments: Classification and Measurement

The new standard is effective for arnual periods beginning on or after 1 January 2615, 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 JAS 39. Phase I of IFRS 9 will have a significant impact on (1) the classification and measurement
of financial assets and (ii) a change in reporting for those entities that have designated financial liabilities using the
TV 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 m the EU.
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ZLATNA PANEGA BETON ECOD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

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

IFRS 10 Consolidated Financial Statements

The new standard, as adopted for use in the EU, is effective for annual periods beginning on or after 1 January 2014.
IFRS 10 replaces the portion of IAS 27 Consolidated 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 model that applies to all entities including special purpose
entities. The changes introduced by IFRS 10 will require management to exercise significant judgement to determine
which entities are controlled, and therefore, are required to be comsolidated by a 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 adopted for use in the EU, is effective for annual periods beginning on or after I January 201<4.
IFRS 11 replaces TAS 31 Inferests in Joint Ventures and SIC-13 Jointly-controlled Entities — Non-monetary
Contributions by Venturers. IFRS 11 changes the accounting for joint arrangements by moving from three categories
under IAS 31 to the following two categories — joint operation and joint venture. Joint ventures are accounted 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 position or performance.

IFRS 12 Disclosure of Interests in Other Entities

The new standard, as adopted for use in the EU, is effective for annual periods beginning on or after 1 fanuary 2014,
IFRS 12 includes all the disclosure requirements that were previously in [AS 27 related to consolidated financial
statements, as well as all the disclosures that were previously included in IAS 31 Interests in Joint Ventures and TIAS
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 process of assessing the impact of the new standard on iis financial position or
performance.

Investment Entities (Amendments to IFRS 10, 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 10. The exception 40
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.

IFRIC Interpretation 21 Levies (IFRIC 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
effective for annual periods beginning on or after 1 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.

Annaai improvements to IFRSs 2016-2012 Cyzle
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:
e 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;
o IFRS 8 Operating Segments — additicnal disclosares of management judgement on aggregating operating
segments and clarification on reconciliation of total segments” assets to the entity’s assets;
e IFRS 13 Fair Value Measurement — clarification on interaction with IFRS 9 as regards short-term receivables
and payables;
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ZLATNA PANEGABETON EOOD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

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

Annual improvements to IFRSs 2010-2012 Cycle (continued)

&

[IAS 16 Property, Plant and Equipment — amended to statc 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;
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;

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 anoual improvements ¢cycle, the IASB issued amendments to four standards which are applicable for
financial vear 2015. Summary of amendments and related standards are provided below:

IFRS 1 First-time Adoption of International Financial Reporting Standards —clarification on the early
application of new IFRS that is not yet mandatory;

IFRS 3 Business Combinations — clarification on scope exclusions regarding the formation of joint
arrangement in the financial statements of the joint arrangement itself;

IFRS 13 Fair Value Measurement — clarification on the application of portfolio exception {measuring fair
value of a group of financial assets and financial liabilities on a net basis;

IAS 40 Investment Property — clarification on the interrelationship between IFRS 3 and IAS 40.

The Company is i the process of assessing the impact of the amendments on its financial statements. The
Improvements to IFRS — 2011 — 2013 Cycle have not yet been adopted for use in the EU yet.
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ZLATNA PANEGA BETON EOOD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

5. Expenses and other revenues

8.1. Cost of sales

Variable costs
Cement
Aggregates
Freight
Additives
Fuel and oil
Front loader services
Electricity
Repair and maintenancs

Other variable costs

Fixed costs
Depreciation
Plant salaries, wages and related expenses
Security
Contract labour
Concrete pumps rent
Insurance and taxes
Fuel
Repair and maintenance cost
Operating expenses for mobile plants
Amortization
Plant utilities
Other fixed costs

2013 2012
€000 €000
(1,762) (1,818)
(1,157) (1,232)
(484) (417)
(230) (179)
(93) (92)
(86) £103)
(48) (44)
(18) (92)
(42) (63)
(413 (377
(358) (384)
(58) (112)
(59) (119)
(32 {13)
(30) {36)
(27 (35)
(19) (52)
(18) (123)
N (7
©6) (12)
(106) (149)
(5,093) (5,459)
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ZLATNA PANEGA BETON EQOD

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2013

5. Expenses and other revenues (continued)

5.2. Selling and distribution costs

Salaries and related expenses
Transport vehicle rent

Fuel

Litigation charges

Travel - entertainment
Advertising and promotion
Other distribution costs

5.3. Administrative expenses

Salaries and related expenses
Insurance and taxes

Car expenses
Depreciation

Travel - entertainment
Lawyer/Notary fees
Audit fees

Repair and maintenance
Telecommunications
Supplies

Other

5.4, Other expenses

Staff leaving indemnities

Retirement benefit charges {Note 17}
[mpairment of trade receivables, net (Note 14}
Shortage and scrap of assets

Gther

2013 2012
€000 €000
(45) (55)
(18) (12)
(12) (18)

(6) )

3 {4)

4y

(18) {15)

(102) (106)
2013 2012

2000 €000

(185) (191}
(29) @22
1) (41)
(17 (12)
™) (15
(4) 1)
{4) 4
1) 21)
(1) (5)
(1) 4)
(41) G7

@11 (373)
2013 2012

€000 €000
27) (29)
(12) (8)

= (89)

- @

(6) (5

45) (133)
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ZLATNA PANEGA BETON EOOD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

5. Expenses and other revenues (continued)

5.5. Expenses by nature

Materials used and recognized as an expense
Hired services

Depreciation (Note 8)

Amortization (Note 9)

Employee benefits expense {Ncte 5.6)

Other
Total cost of sales, selling and distribution, administrative and other
expenses

5.6. Employee benefits expense

Wages and salaries
Social security costs
Retirement benefits (Note 17}

Other related expenses

5.7. Other income

Rental income
Surplus of assets
Profit from sales of tangible assets

Net movement in unused paid leave {Note 19)
Other

2013 2012
€000 €000
(3,418) (3,647)
(1,008) {1,060)
(430) (389)
{n )
(602) (638)
(86) (330)
(5,551) (6,071)
2013 2012
€000 €000
(478) (514)
(86) (90)
(12) (&)
(26) {26}
(602) (638)
2013 2012

€000 €000

38 10

13

6 47

2 2

- 13

59 72
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ZLATNA PANEGA BETON EOCD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

5. Expenses and other revenues (continued)

5.8. Finance costs

o W W oW www W

VRN, VI VI LR VI VI 1R 1R T

2013 2012
€000 €000
Interest on bank loans and overdrafts (116) (173)
Interest on loans from related parties (Note 20) (78) {35)
Interest under finance leases (8) {13)
Other expenses and fees (5) £18)
Other finance costs (Note i7) (2) (2)
209 (241)
6. Income tax
The major components of income tax benefit for the year ended 31 December 2013 and 2012 are:
2013 2012
€000 €000
Current income tax charge - 2
Deferred tax benefit 20 35
Income tax benefit reported in profit or loss for the period 20 35
2013
€000
Deferred income tax expense reiated to actuarial gains on defined benefit plans (4)
Deferred tax charged directly to other comprehensive income 4)

In 2013 the nominal statutory tax rate is 10% (2012: 10%). In 214 the nominal statutory tax rate is 10%.

Reconciliation betwsen income tzx benefit and the result of accounting loss multiplied by the statutory tax rate for the
year ended 31 December 2013 and 2012 is a« follows:

- 2013 2012
€000 €000
Accounting loss before income tax {1,205 (1,902}
Income tax benefit at statutory tax rate of 10 % for 2013 (2012: 10%) 121 190
Expenses not deductible for tax purposes 3) 3)
Unused interest expenses under thin capitalization regulation for which
no deferred tax assets was recognised 203
Tax losses for which no deferred income tax asset was recognized (78) (152)
Income tax benefit 20 35
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ZLATNA PANEGA BETGN EQOD

NOTES TO THE FINANCIAL STATEMENTS

Tor the year ended 31 December 2013

6. Income tax (continued)

Deferred income tax at 31 December relates to the following:

Profit or loss for the

Other comprehensive

Balance sheet period income
2013 2012 2013 2012 2013 2012
€000 €000 €000 €000 €000 €000
Deferred tax liability
Accelerated depreciation for tax
purposes {19 38) 19 25
Deferred tax asset
Unused leave allowance 2 2 - - =
Retirement benefits 4 6 2 1 4
Doubtful debt allowance 24 25 (1) 9 - -
30 33
Deferred tax benefit / (expense) = 20 35_ 4 -
Deferred tax asset/(liability), net 11 (5)
Reconciliation of deferred tax asset / (liability), net:
2013
€600
Opening balance as of 1 January (5)
Tax income during the period, recognised in profii or loss 20
Tax expense during the period, recognised in other comprehensive income (4)
Closing balance as of 31 December i1
The Company has incurred tax iosses as follows:
Period for utilization of tax
Tax period losses carried forward 2013 2012
€000 €000
2013 2014 through 2018 781 -
2012 2013 through 2017 1,516 i,516
2011 2612 through 2016 1,647 1,647
2010 2011 through 2015 519 519
2009 2010 through 2014 1,342 1,342
2008 2009 through 2013 == 460
5,805 5,484
Applicable tax rate 10% 10%
Unrecognized deferred tax asset 580 548

Tax losses incurred are available for offset against future taxable profits within five-year period. Since the amounts

(VI VR VR VR VR ¥

and timing of future taxatle income cannot be sstimated reliably due to uncertainties in the Company’s sconomic
environment, no deferred tax asset has been recognized for the tax losses carsied forward as at 31 December 2613,

At the reporting date the Company reported unused interest expenses under thin capitalisation regulation on which no

deferred tax asset was recognised in the amount of EUR 196 thousand which could be utilised in the period 2014 —
2018. The related unrecognised deferred tax asset amounts to EUR 20 thousand.
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ZLATNA PANEGA BETON EGCD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

7. Fair value measurement
The following table provides the fair value measurement hierarchy of the Company’s assets and liabilities,

Quantitative disclosures of fair value measurement hierarchy as of 31 December 2013

Fair value measurement using

Quoted prices in Significant Significant
Date of active markets observable unobser-vable
valuation Total (Level 1) inputs (Level 2)  inputs (Level 3}
€000 €000 €000 €000
Assets held for sale measured at
lower of carrying amount and
fair value less costs to sell
(Note 12)
Residential apartment 3£.12.2013 82 82
Liabilities for which fair values
are disclosed:
Interest-bearing loans and
borrowings (Note 20)
Floating rate borrowings
from related parties 31.12.2013 5,405 5,405

There have been no transfers between Level | and Level 2 during the period.
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ZLATNA PANEGA BETON EOOD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

8. Property, plant and equipment

Cost:

At 1 January 2012
Additions

Transfers

Disposals

At 31 December 2012

At 1 January 2012
Additions

Transfers

Disposals

At 31 December 2013

Depreciation:

At 1 January 2012
Depreciation charge for
the year

Disposals

At 31 December 2012

At 1 January 2013
Depreciation charge for
the year

Disposals

At 31 December 2013

Net book value:

At 1 January 2012
At 31 December 2012
At 31 December 2013

Assets
Land and Plant and Furniture under
buildings  machinery _ Vehicles  and fittings _construction Total

€000 €000 €000 €000 €000 €000
2,441 4,965 2,783 3Is1 184 10,724
533 420 618 21 406 1,998
- 13 . . (13) -
(439 3 - (442)
2,974 5,398 2,962 369 Y 12,280
2,974 5,398 2,962 369 577 12,280
174 336 . 7 138 655
92 200 - - {298) -
- - (61) - 2 (61)
3,246 5,934 2,901 376 417 12,874
541 2,036 1,740 163 - 4,480
30 240 89 30 - 389
: (367) (3) . (370
571 2,276 1462 190 - 4,499
571 2,276 1,462 190 - 4,499
35 277 08 20 430
- - {61) - - (61)
606 2,553 1,499 210 - 4,868
1,900 2,929 1,043 188 184 £,244
2,403 3,122 1,500 179 577 7,781
2,640 3,381 1,402 166 417 8,006

Finance leases and assets under construction
The carrying value of vehicles held under finance iease as at 31 December 2013 was EUR 294 thousand {2012: EUR

312 thousand).

Assets under construction inciude mainly uncompleted ready-mix plants in Stara Zagora, Sofia and Pazardzhik. Due
to the adverse effect of the financiai crisis on the industry, the management decided to postpone their completion to
2Q14, following the instructions from the ultimate parent company.

Impairment of property, plant and equipment
Based on the review for impairment indicators of the Property, plant and eqguipment, the Company’s management has
not found indicators that the book value of the assels exceeds their recoverable amouont. Therefore, no impairment of
property, plant and equipment has been recognized at 31 December 2013, (2012: Nil).
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ZLATNA PANEGA BETON EOOD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

9. Intangible assets
Computer

Licenses software Total
Cost: €000 €000 €000
At 1 January 2012 56 86 142
At 31 December 2012 56 86 142
At 1 January 2013 56 86 142
At 31 December 2013 56 86 142
Amortisation:
At 1 January 2012 27 T 98
Amortisation charge for the year 4 ) 3 7
At 31 December 2012 31 74 105
At 1 January 2013 31 74 105
Amortisation charge for the year 4 3 7
At 31 December 2013 as 77 112
Net book value:
At 1 January 2012 29 15 44
At 31 December 2012 25 12 37
At 31 December 2013 21 9 30

Impairment of intangible assets

The management of the Company has carried out a review for existence of impairment indicators at 31 December
2013. No indications have been found that the carrying amcunt of the intangible assets exceeds their recoverable
amount and therefore, no impairment loss has been recognized in the financial statements {2012: Nilj}.

10. Other financial assets

2013 2012
€000 €000
Operating lease deposits — non-current portion 14 18
14 18

Cperating lease deposits are non-interest bearing and are refundable upon termination of the respective lease
arrangements.

11. Deferred expenses

LU L VI T U VI T VI 1T T Tt E T VI T -V VAT VAT Tt T VT VT TR T TR VT TR 1T T TR T /]
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2013 2012
€000 €000
Operating deferred expenses for mobile plants 40 -
Other deferred expenses i5
55 8
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Z1LATNA PANEGA BETON EQOD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

11. Deferred expenses (continued)

During 2013 the Company has incurred expenses at the total amount of EUR 58 thousand (2012: EUR 66 thousand) in
relation to the installation and dismantling of mobile concrete plants at the sites of construction projects. Such
expenses are deferred and recognized on a straight line basis until the end terms of the contracts with the respective
contractors. During the current period EUR 18 thousand of installation expenses were recognized in profit or loss
(2012: EUR 99 thousand).

12. Non - current assets held for sale

In December 2013 the Company has acquired a residential apartment located in Sofia for EUR 82 thousand in return
of redemption of receivables due by a client. Non —current assets held for sale are valued at lower of carrying amount
and fair value less costs to sell. No valuation by an independent appraiser was performed because it was acquired at
year end and its carrying amount of EUR 82 thousand is considered to be a reasonable approximation of its fair value
as of 31 December 2013. The costs to sell of the property are deemed to be immaterial to the financial statements
taken as a whole,

13. Inventories

2013 2012
€000 €000
Raw matenals (at cost) 67 101
Spare parts and supplies 11 15
78 116

14. Trade and other receivables

2013 2012
€000 £000
Trade receivables 2,359 2,895
Receivables under court procedure 440G 447
Less: Doubtfin! debt allowance {245} (252)
Trade receivables, net 2,554 3,080
Deposits — current portion 12 is
VAT receivables 2z 91
Trade and other receivables, zet 2,568 3,197

Trade receivables are non-interest bearing and are generaliy on 0 - 60 days’ terms,

As at 31 December 2013 trade receivables at nominai value of EUR 316 thousand (2012: EUR 323 thousand) were
provided for impairment following receivable collectability analysis performed by the Company’s management.
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ZLATNA PANEGA BETON EOOD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

14. Trade and other receivables (continued)

Movements in the allowance for impairment of receivables were as follows:

At 1 January 2012
Charge for the year (Note 5.4)
Reversal of provision from prior years (Note 5.4)

At 31 December 2012

At 1 January 2013

Charge for the year (Note 5.4)
Utilized

At 31 December 2013

The aging analysis of trade receivables is as follows:

Neither past
due nor
Total impaired
€000 €000
31 December 2013 2,483 666
31 December 2012 3,019 852

15. Cash and cash equivalents

Cash in hand
Cash at bank

Cash af bank carns interest at floating rates based on daily bank deposit rates.

16. Issued capital

Shares of EUR 5 each, as per court registration

Allowance for individually
impaired receivables

€000
163
124
(35
252
252
(7)
245
Past due but not impaired
<30 30-60 60-90 90-120 >120
days days days days days
€000 €000 €000 €000 €000
218 269 130 108 1,092
449 209 151 109 1,249
2013 201z
€000 €000
3 2
37 1
40 3
2013 2012
€000 €000
8,421 8,421
8,421 8,421
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ZLATNA PANEGA BETON EOOD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

16. Issued capital (continued)

Number of shares

{thousands) Authorized capital

€000

At | January 2012 697 3,564
Issued on 2 February 2012 950 4,857
At i January 2013 1,647 8,421
At 31 December 2013 1,647 8,421

All shares issued were fully paid.

On 29 November 2011 the parent company took & decision to increase the share capital of Zlatna Panega Beton
EOOD by EUR 4,857 thousand. The increase took place and was registered with the Bulgarian Commercial Register
on 2 February 2012.

17. Retirement benefits

According to Bulgarian labour legislation, Zlatna Panega Beton EOOD, as an employer is obliged to pay two or six
gross monthly salaries to its employees upon retirement, depending on the length of their service. If an employee has
worked for the same employer for 10 years, the retirement benefit amounts to six gross monthly salaries upon
retirement, otherwise, two gross monthly salaries. The retirement benefits are unfunded.

The following tables summarize the components of net benefits expense recognized in the statement of
comprehensive income and amounts recognized in the balance sheet for the retirement benefit plan:

Net benefit expense
2013 2012
€000 €000
Current service cost (Note 5.4) (12) (8)
Interest cost (Note 5.8) (2) {2)
Net benefit expense recognized in profit or loss for the period {14) {10)
Actuarial gains on defined benefit plans recognized in other
comprehensive income 33 :
Benefit liability
2013 2012
€000 €000
Present value of defined benefit obligation 41 60
Benefit liability recognized in the balance sheet 41 60
34
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ZLATNA PANEGA BETON EOCD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

17. Retirement benefits (continued)

Changes in the present value of the retirement benefit obligation are as follows:

Amount

€000

Retirement benefit obligation at 1 January 2012 37
Interest cost 2
Current service cost 8
Retirement benefit obligation at 31 December 2012 47
Interest cost 3
Current service cost 12
Actuarial gains on obligation (20)
Retirement benefit obligation at 31 December 2013 41

The principal assumptions used in determining retirement benefit obligation are shown below:

2013 2012

Discount rate 3.25% 3.80%
Future salary increases 2% 3.6%-4.0%

A quantitative sensitivity analysis for significant assumption as at 31 December 2012 is as shown below:

Assumptions Discount rate Future salary Staff turnover
increases
0.25% 6.25% 1% 1% 1% 1%
Sensitivity Level increase  decrease  increase decrease  increase decrease
€000 €000 €060 €000 €000 €000

Impact on the defined benefit
obligation {2) 2 i0 (8 5 8

Tie sensitivity analyses above have been determined based on a method that extrapolates the impact on net defined
benefit obligation as a result of reasonable changes in key assumptions occurring at the end of the reporting period.

The following payments are expected contributions to be made in the future years out of the defined benefit plan
obligation:

2013
€000
Between 6 and 10 years g
Beyond 10 vears 880
Total expected payments 889

The average duration of the defined tenefit plan obligation at the end of the reporting period is 25 years {2012; 26
years),
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ZLATNA PANEGA BETON EOOD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

18. Interest bearing loans

Interest rate % Maturity 2013 2012
Current €000 €000
Overdraft facility with Limit iM Sofibor plus a
of BGN 10,000 thousand spread 02.09.2013 - 4,605
- 4,605

Overdraft facility is concluded for a limit of BGN 10,000 thousand (EUR 5,113 thousand). The facility is secured by =
Corporate Guarantee issued by Titan Cement S.A.

On 3 September 2013 the parent company has stepped in as a new borrower in the overdraft facility, whereas Zlama
Panega Beton EOOD stepped out by transferring its obligation to Zlatna Panega Cement AD. On the other hand
Zlatna Panega Cement AD granted a loan to Zlatna Panega Beton EQOD for the same amount and under the same
conditions. The amount of the loan transferred is EUR 4,797 thousand.

19. Trade and other payables

2013 2012
€000 €000
Trade payables to domestic suppliers 353 458
Trade payatles to foreign suppiiers e 2 29
Trade payables 355 487
Payables to employees 27 23
Unused paid leave 15 17
Social security 11 10
Payroll taxes 3 4
Other payables 14 23
425 564

Terms and conditions of the financial liabilities, set out in the table above, are as follows:
- Trade payables are non-interest bearing ard are normally settled on 10-60 day terms:
- Tax payables are non-interes: bearing and are settled within the legal deadlines;

- Other payables are non-interest bearing and have an average term of 10 days;

20. Related party disclosures

The ultimate parent

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

Entity with controlling interest in the Company

The sole owner of the Company is Zlama Panega Cement AD. Zlatna Panega Cement AD is controlled by REA
Cement Limited, Cyprus, holding 99.99% of its shares, The ultimate parent of Zlatna Panecga Cement AD is Titan
Cement Company S.A. Greece.
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ZLATNA PANEGA BETON ECOD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

20. Related party disclosures (continued)

Other relaied parties

Gravel and Sand Pits Bulgaria AD and Zlatna Panega Beton EOOD are related parties because they are both 100%
subsidiarics of Zlatna Panega Cement AD.

Titan Beton and Aggregates Egypt LLC, GAEA — Green Alternative Energy Assets EAD and Zlatna Panega Beton
EOQOD are related parties because they are under the common control of Titan Cement Company S.A. Greece.

Holcim Karierni Materiali Plovdiv AD and Holcim Karierni Materiali AD are related parties to Zlatna Panega Beton
EQOD, because Gravel and Sand Pits Bulgaria AD, which is a 100% owned subsidiary of the parent company Zlatna
Panega Cement AD, has participation of approximately 49% (significant influence) in both companies.

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

Sales to Purchases Amounts Amounts
related from related owed by owed to
parties parties related parties related parties
€000 €000 €000 €000
In respect of sales to/ purchases from
related party
Entity with controlling interest in the
Company
Zlatna Panega Cement AD 2013 33 1,752 - 3,154
Zlatna Panega Cement AD 2012 : 2,822 - 2,647
Other related parties
Titan Beton and Aggregates Egypt LI.C 2013 - - -
Titan Beton and Aggregates Egypt L1.C 2012 643 -
Holcim karierni materiali AD 2013 - 296 - 83
Holcim karierni materiali AD 2012 : 338 . 76
Holcim kariemni materiali Plovdiv AD 2013 67 5
Holcim karierni materiali Plovdiv AD 2012 - 126 - 13
GAEA — Green Alternative Energy Assets
EAD 2013 2 - . .
(GAEA — Green Alternative Energy Assets
EAD 2012 - - - -
2013 - 3,242
2012 - 2,130
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ZLATNA PANEGA BETCN EOOD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

20. Related party disclosures (continued)

Amounts owed

Interest Interest to related
Loans due to related parties income expense parties
€000 €000 €000
Entity with controlling interest in the Company
{1) Zlatna Panega Cement AD 2013 = 35 4,658
(1) Zlatna Panega Cement AD 2012 B 5
Other related parties
{2) Gravel and Sand Pits Bulgaria EAD 2012 = 23 747
{2} Gravel and Sand Pits Bulgaria EAD 2012 - 30 847
2013 : N 78 5,405
2012 1 35 847

As at 31 December 2013 included in the amounts owed to relatec parties in respect of loans is interest payable to
Gravel and Sand Pits Bulgaria EAD and Zlatna Panega Cement AD at the amount of EUR 2 thousand and EUR 14
thousand respectively (2012: interest payable to Gravel and Sand Pits Bulgaria at the respective amount of EUR 2
thousand).

Loans owed to related parties
(1) Zlatna Panega Cement AD

In 2011 the Company was provided with an unscured loan from its parent company Zlatra Pariega Cement AD at the
total amount of EUR 1,572 thousand. It was intended to finance the working capital needs of the Company. ITnterest
was charged at 1M Sofibor rate plus spread of 2.30%. EUR 396 thousand of the loan was repaid during 2011, In
February 2012, Zlatna Panega Beton EQOD regpzid the remaining part of the loan.

Cn 3 September 2013 Zlatnz Panegz Cement AD has stepped in 2s a new borrower in the overdraft facility, whereas
Zlatna Panega Beton EOOD stepped out by transferring its obligation to the parent company. Loan is unsecured and is
filly payable on 31 December 2313, It is intended ‘o finance the working capital needs of the Company. The annual
intersst rate is set at monthly Sofibor plus spread of 3%. The amount of the loan transferred is EUR 4,797 thousand.
During the year the Compary made principal repayment for EUR 204 thousand and interest repayment of EUR 41
thousand.

{2} Gravei and Sand Pits Bulgaria AD

In March 2011, the Company was provided with an unsecured loan from its reiated party Grave! and Sand Pits
Bulgaria AD at the total amount of EUR 1,001 thousand. Loan is fully payable on 24 March 2014, It is intended o
finance the working capital needs of the Company. Interest is charged at 1M Sofibor rate pilus spread of 2.30%.
During the year the Company made principal repayment for EUR 100 thousand and intersst repayment of EUR 23
thousand.

Loans owed from related parties

Zlatna Panega Cement AD

In July 2012 the Company provided a loan to Zlatna Panega Cement AD at the total amount of EUR 511 thousand.
The loan was repaid in August 2012. Interest was charged at I M Sofibor rate pius spread of 3%.
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ZLATNA PANEGA BETCN EOOD
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

20. Related party disclosures (continued)

Terms and conditions of transactions with related parties

The sales and purchases from related parties are made at contracted prices. Outstanding balances at year-end are
unsecured, interest free (except for loans) and settlement occurs in cash. There have been no guarantees provided or

received for any related party receivables or payables.

Compensation of key management personnel

2013 2012
€000 €000
Short-term employee benefits 125 88
Termination benefits - 17
125 105

21. Commitments and contingencies

The Company has no capital commitments as of 31 December 2013.
Guarantees

The Company has provided no gnarantess as of 31 December 2013,
Finance lease commitments — Company as a lessee

In 2010, the Company entered into finance iease contract for 2 transport vehicle - concrete pump. In 2012, Ziama
Panega Beton EOOD signed another finance iease agreement — for sguipment for active water supply.

‘The future minimum lease payments under finance leases together with the present value of net minimum lease
payments are as follows:

2013 2012

Present Present

Minimum value of Minimum value of
payments payments payments payments
€000 €000 €000 €000
Within onc year 77 75 &4 52
After one year but not more than five years - - 77 75
Total minimum lease payments 77 75 161 157

Less amounts representing finance charges {2) _ . {4)

Present value of minimum lease payments 15 75 157 157

Operating iease commitments — Company as a lessee
The Company has entered into operating leases with regard to certain motor vehicles, These leases have an average

life of between 3 and 5 years with no renewal option included in the consracts. There are no restrictions placed upon
the lessee by entering into these leases.
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ZLATNA PANEGA BETON EOOD
NOTES TO THE FINANCIAIL STATEMENTS
For the year ended 31 December 2013

21. Commitments and contingencies (continued)
Operating lease commitments — Company as a lessee (continued)

Future minimum rentals payable under non-cancellable operating leases as of 31 December are as follows:

2013 2012
€000 €000
Within one year 39 77
After one year but not more than five years 25 77
64 154

Legal claims

There are no significant legal claims against the entity.

"

Other

The Company was last audited by the tax authorities for compliance with the following tax laws:
- Corporate income tax — until 31 December 2001;

- VAT — until 31 December 2003;

- Personal income tax — untit 31 December 2001;

- Social security contributions — until 31 March 2001;

- Local taxes and fees — until 31 December 2001.

The directors do not believe that, as of 31 December 2013, any material matters exist relating to the evolving fiscal
and regulatory environment in the country, which would require adfustment to the accompanying financial statements.

22. Financial risk management objectives and poiicies

The Compeany’s principal financia! liabilities comprise bank loans, loans from related parties and trade and other
payables. The main purpose of these financial instruments is to raise finance for the Company’s operations and capital
commitment activities. The Company has various financial assets stch as trade receivahbles and cash, which arise
directly from its operations.

The main risks arising fom the Company’s financial instruments are cash flow interest rate risk, lquidity risk, foreign
currency risk and credit risk. The management reviews and agrees policies for managing sach of these risks which are
saummarized below.

Interest rate risk

The Company’s exposure to the risk of changes in market interest rates relates primarily to the Company’s short-term
loans with floating interest rates, This interest rate risk is manaped at the parent company level.
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ZIL.ATNA PANEGA BETON EOOD
NOTES TG THE FINANTIAL STATEMENTS
For the vear ended 31 December 2013

22. Financial risk management objectives and policies (continued)

Interest raie risk (continued)

The following table demonstrates the sensitivity to a reasonably possible change in interest rates, with all other
variables held constant, of the Company’s loss before tax (through the impact on the floating rate borrowings). There
is no impact on the Company’s equity.

Increase/
decrease in Effect on loss
basis points before tax
€000

2013
Loans in BGN +100 {54)
Loans in BGN -100 54
2012
Loans in BGN +100 (59)
Loans in BGN -100 55
Liguidity risk

Prudent liquidity risk management implies maintaining sufficient cash, availability of fanding through an adegquate
amount of committed credit facilitics. The liquidity risk is addressed by continuing support of the sole owner through
disbursement of loans and extended credit terms of cement purchases.

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.
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As at 31 December 2013

On Less than 3 to 12 1to5 > & vears Total
demand 5 months months years y
€000 €000 €000 €000 €000 €000
Finance lease lizbilities - 21 56 - - 77
Payables to related partics 7,812 835 8,647
Trade ard other payables - 425 425
7,812 1,281 56 - - 9,149
As at 31 December 2012
On HLess than 3012 Tto5
demand 3 months months years j years Total
€000 €000 €000 €000 €000 €000
Interest bearing loans - 4 605 - - . 4,605
Finance lease liabilities 2% 63 77 : 161
Payables to related parties 2,047 930 - - 2,977
Trade and other payables - 547 17 - 564
2,047 6,103 8¢ 77 - 8,307
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ZLATNA PANEGA BETON E00D
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

22. Financial risk management objectives and policies (continued}

Foreign exchange risk

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

Credit risk

The Company trades only with recognised, creditworthy third parties. It is the Company’s policy that all customers
who wish to trade on credit terms are subject to credit verification procedures. In addition, receivable balances are
monitored on an ongoing basis with the result that the Company’s exposure to bad debts is not significant. The
maximum exposure is the carrying amount as disclosed in Note 14. As of 31 December 2013 53% of the total trade
receivables (gross) of the Company are concentrated in two key customers. The credit risk is managed through regular
contact with clients and ongoing monitoring of the overdue receivables.

With respect to credit risk arising from the other financial assets of the Company, which comprise cash and other
financial assets, the Company’s exposure to credit risk arises from default of the counterparty, with & maximum
exposure equal to the carrying amount of these instruments.

Capital management

The primary objective of the Company’s capital management is to ensure that it maintains 2 strong credit rating and
healthy capital ratios in order tc support its business as a going concern and to maximize sharcholder 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 the sole owner, return
capital to the sole owner or issue new shares, following sole owrer’s approval. No changes were made in the
objectives, policies or processes during the year ended 31 December 2013 and 2012.

The Company monitors its equity capital using eamnings befors interest, tax, depreciation and amortization {EBITDA)
for the year.

2013 2012
€000 €000
EBITDA (559) (1,272}

The Company is not subject to any externally imposed capital requirements. The structure and management of debt
capital is determined by the parent company, Zlatna Panega Cement AD.
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ZLATNA PANEGA BETON EOOD
NOTES 70 THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

23. Fair value of financial instruments

Fair values

Set out below is a comparison by category of carrying amounts and fair values of all of the Company’s financial

instruments that are carried in the financial statements:

Carrying amount Fair value
2013 2012 2013 2012
€000 €000 €000 €000
Financia! assets
Trade receivables 2,554 3,090 2,554 3,090
Cash and cash equivalents 40 3 40 3
Financia! liabilities
Payabices i0 related parties 8,647 2,977 8,647 2,977
Trade payables 355 487 355 487
Finance lease liabilities 75 157 75 157

The fair value of the financial assets and liabilities are included at an estimate of the amount at which the instrument

could be exchanged in a current transaction between willing parties, other than in a forced or liquidation sale. The

following methods and assumptions were used to estimate the fair values:

o Cash and short-term deposits, trade receivables, irade pavables, and other current assets and liabilities
approximate their carrying amounts due to the short-term maturities of these instruments;
* The fair value of floating rate loans is estimated by discounting future cash flows using rates currently
available for debt or similar terms and remaining maturities. The fair value approximates their carrying

values. The on — performance risk as of 31 December 2013 has assessed to be insignificant.

24. Events after the reporting period

Cn 1 January 2014 the Company signed an annex to the intercompany loan agreement with Zlatna Panega Cement
AD of EUR 5,113 thousand to extend the maturity until 31 January 2014. On 1 February 2014 the Company signed an
anrex to the intercompany loan agreement with Ziata Panega Cement AD of EUR 5,113 thousand to extend the

maturity until 31 January 2015,

No other significant events have been identified after the reporting period that may influence the financial statements.
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