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To the Shareholders of Zlatna Panega Cement AD

Report on the audit of the separate financial statements
Our opinion

We have audited the separate financial statements of Zlatna Panega Cement AD (the “Company”), which
comprise the separate balance sheet as at 31 December 2016, and the separate statement of
comprehensive income, the separate statement of changes in equity and the separate statement of cash
flows for the year then ended, and the notes to the separate financial statements, which include a
summary of significant accounting policies.

In our opinion, the separate financial statements present fairly, in all material respects, the financial
position of the Company as at 31 December 2016, and its financial performance and its cash flows for
the year then ended in accordance with International Financial Reporting Standards (IFRS) as
adopted by the European Union (EU) and the Commission’s interpretation as described in Note 2.1.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Separate Financial Statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Independence

We are independent of the Company in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code) and the ethical requirements
of the Independent Audit Act that are relevant to our audit of the financial statements in Bulgaria. We
have fulfilled our other ethical responsibilities in accordance with the IESBA Code and the ethical
requirements of the Independent Audit Act.

Management is responsible for the other information. The other information obtained at the date of
this auditor’s report comprises the Annual Activity Report, prepared by the management but does not
include the separate financial statements and our auditor’s report thereon.

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

PricewaterhouseCoopers Audit OOD, 9-11 Maria Louisa Blvd., 1000 Sofia, Bulgaria
T: +359 2 9355200, F: +359 2 9355266, www.pwe.com/bg

Registered with the Sofia City Court under company file number 13424/1997.
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In connection with our audit of the separate financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the separate financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated. If, based on the work we have performed, on the other information obtained
prior to the date of this auditor’s report, we conclude that there is a material misstatement of this other
information, we are required to report that fact.

We have nothing to report in this regard.

Additional Matters to be reported under the Accountancy Act

In addition to our responsibilities and reporting in accordance with ISAs, in relation to the Annual
Activity, we have also performed the procedures added to those required under ISAs in accordance with
the Guidelines of the professional organisation of certified public accountants and registered auditors
in Bulgaria, i.e. the Institute of Certified Public Accountants (ICPA), issued on 29 November 2016 and
approved by its Management Board on 29 November 2016. These procedures refer to testing the
existence, form and content of this other information to assist us in forming an opinion on whether the
other information includes the disclosures and reporting provided for in Chapter Seven of the
Accountancy Act applicable in Bulgaria.

Opinion in connection with Art. 37, paragraph 6 of the Accountancy Act
Based on the procedures performed, our opinion is that:

a) The information included in the Annual Activity Report for the financial year for which the separate
financial statements have been prepared is consistent with those separate financial statements.

b) The Annual Activity Report has been prepared in accordance with the requirements of Chapter
Seven of the Accountancy Act.

Management is responsible for the preparation and fair presentation of the separate financial
statements in accordance with International Financial Reporting Standards (IFRS) as adopted by the
European Union (EU), and for such internal control as management determines is necessary to enable
the preparation of separate financial statements that are free from material misstatement, whether due
to fraud or error.

In preparing the separate financial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to
liquidate the Company or to cease operations, or has no realistic alternative but to do so.
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Our objectives are to obtain reasonable assurance about whether the separate financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these separate financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

* Identify and assess the risks of material misstatement of the separate financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

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

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

 Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the separate financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

» Evaluate the overall presentation, structure and content of the separate financial statements,
including the disclosures, and whether the separate financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with management regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that
we identify duringfour audit.

Tsvetana (Tsankova

Registered Auditor PricewaterhouseCoopers Audit OOD

8 March 2017

Sofia, Bulgaria
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ZLATNA PANEGA CEMENT AD
DIRECTORS’ REPORT
For the year ended 31 December 2016

DIRECTORS’ REPORT

The Directors present their report and the annual separate financial statements that have been prepared in accordance
with International Financial Reporting Standards, as adopted for use in the European Union for the year ended
31 December 2016.

GENERAL INFORMATION

The Company is registered in the Republic of Bulgaria and its address and its location are in Zlatna Panega village,
“Shipka™ street No 2. The principal activity of the Company includes production and sales of cement.

BUSINESS RISKS

The major financial liabilities of the Company include interest bearing loans, other liabilities and trade payables.
The primary target of these financial instruments is that financing of the activity of the Company to be secured. The
Company possesses financial assets, such as trade and other receivables, cash and equivalents, which origin derives
from the activity of the Company

The major risks, that occur from the financial instruments of the Company are interest bearing risk, liquidity risk,
currency risk and credit risk. The policy, applied by the Management of the Company is for management of all these
risk is summarized in Note 25 of the Financial Statements of the Company.

BUSINESS DESCRIPTION

Current period results

The result for the year is considered positive since the profit after tax of the Company amounted to EUR 402
thousand (2015: EUR 2,373 thousand). During the period the Company produced 536 tons of cement (2015:
561 thousand tons). and sold 528 thousand tons of cement (2015: 628 thousand tons).

Dividends and distribution of profits

At the General Meeting of Shareholders held on 27 May 2016, a decision was taken not to distribute dividends
(2015: EUR nil).

Ecological requirements

The Company has continuous monitoring of the dust emissions in the waste gases produced from Kiln 4 and Kiln 3,
the grate coolers 4 and 5, the coal mill and Cement Mill 8. Other monitored parameters are nitrogen oxides, sulphur
oxides, carbon oxide and total organic carbon of kiln 4 and kiln 5. Periodically are monitored the emissions of
hydrogen cloride and hydrogen fluoride, heavy metals, dioxins and furanes and ammonia in the waste gases from
the both kilns and also the dust emissions from all other dust producing sources in the production area.

No exceeding of the limits of emissions defined as per the Environmental permit are registered in 2016. Periodical
analyses are made of waste water, that leave the territory of the plant and also the noise at the border of the plant.
All these analysis show no deviations from the norms

Share capital structure

Nominal value

Shareholders Percentage Number of shares (EUR thousands)
Aemos Cement Limited, Cyprus 99.99 32,169,338 16,448
Individuals and State of Bulgaria 0.01 3,689 2

100 32,173,027 16,450

In November 2016 REA Cement Limited, Cyprus merged in its sole owner Aemos Cement Limited Cyprus.



ZLATNA PANEGA CEMENT AD
DIRECTORS’ REPORT (CONTINUED)
For the year ended 31 December 2016

Investments

As at 31 December 2016 Zlatna Panega Cement AD holds interests in the following subsidiaries and associates:

The Company is 100% owner of Zlatna Panega Beton EOOD, Gravel and Sand Pits Bulgaria EAD (“GSPB”). These
investments are carried at cost as at 31 December 2016. Through GSPB, the Company has an interest of 48.77% in
the capital of Holcim Karierni Materiali AD, a 48.72% interest in Holcim Karierni Materiali Plovdiv AD, a 100%
interest in Double V Co Ltd., Ruse and significant influence with interest of 48.77 % in Vris EOOD.

In addition, as of 31 December 2016 the Company has a 9% (2015: 9%) participation in Granitoid AD (the majority
shares of which are owned by Aemos Cement Limited).

Financial Indicators

The Company monitors its equity capital using gearing ratio that as of 31 December 2016 is 16.11% (31 December
2015: 12.60%) and earnings before interest, tax, depreciation and amortization (EBITDA) for the period that as 31
December 2016 is EUR 6,458 thousand (31 December 2015: EUR 8,529 thousand)

Events after the reporting date

On 10 October 2016 an agreement was concluded between Zlatna Panega Cement AD and Zlatna Panega Beton
EOOD that the two entities will merge, where Zlatna Panega Cement AD is the acquiring entity and Zlatna Panega
Beton EOOD discontinued its existence. The merger of Zlatna Panega Cement AD and Zlatna Panega Beton EOOD
has been registered by Registration Agency on 4 January 2017.

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

Research and Development activity of the Company

The Company did not perform any activity, related with research and development in 2016.
Disclosure for acquisition of own shares

The Company has not acquired own shares in 2016 and has no transactions of such transactions
Branches of the Company

The Company has no branches.

OBJECTIVES OF THE COMPANY FOR 2017

The Directors are set to achieve the following objectives for 2017:

Increase of the effectiveness of industrial performance;

Keeping of the market position in the conditions of extremely decreased construction market;

Decrease of the variable and the fixed costs of the Company;
Increase the usage of alternative fuels.

We look optimistically at the future of Zlatna Panega Cement AD and believe that if management exercises proper
control over the business, this will lead to quality improvement and stability of the Company.

CORPORATE GOVERNANCE

The Company is constituted as a joint stock company in compliance with the Commercial Law of the Republic of
Bulgaria and has a one-tier system of governance.



ZLATNA PANEGA CEMENT AD
DIRECTORS’ REPORT (CONTINUED)
For the year ended 31 December 2016

As of 31 December 2016 the Board of Directors consists of:

Alexandar Nakov Chakmakov
Konstantinos Derdemezis
Christos Panagopoulos
Fokion Tasoulas

Loukas Petkidis

bl

Alexander Nakov Chakmakov is the Company’s Executive Director.

In 2016 no shares of the Company were acquired or assigned by the members of the Board of Directors.
The members do not have rights to acquire shares and bonds of the Company.

The participation of the members of the Board of Directors of the Company as unlimited liability shareholders,
ownership more than 25% of the share capital of other companies, as well as participation in the management of
ther companies is as follows:

Alexander Chakmakov owns 50% of the shares of Stroycem OOD,, member of the Management Board of CSKA
Forever Association, member of the Board of Directors of of Holcim Karierni Materiali Plovdiv AD and Holcim
Karierni Materiali AD, chairman and member of the Management Board of the Bulgarian Association of Cement
Industry.

Alexander Chakmakov, Kostadinos Derdemezis, Christos Panagopoulos, Fokion Tasoulas and Lukas Petkidis
are members of the Board of Directors of Granitoid AD, Gravel and Sand Pits Bulgaria EAD and Executive
Director is Alexander Chakmakov

Remuneration of the Board of Directors
The members of the Board of Directors have received 175 thousand EUR in 2016.
Contracts, concluded with members of the Board of Directors

During the reporting period there are no contracts concluded by the company with any member of the Board of the
directors that deviate of the ordinary activity of the Company or that deviate from the market conditions

Directors’ responsibilities

The Directors prepare financial statements each financial year that give a 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 annual separate financial statements for
year ended 31 December 2016.

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

and for taking reasonable steps for the prevention aud and other irregularities.
Fr ., W,
S 2

The Directors are responsible for keeping proper fjfccoun’ring recgggs, for safeguarding the assets of the Company

Alexandar Chakmakov i ’Ef“
Executive director e
MR T S
Zlatna Panega Cement AD R
Zlatna Panega Niae, o
Rt

17 February 2017



ZILATNA PANEGA CEMENT AD
SEPARATE STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2016

Notes 2016 2015
€000 €000
Sale of cement products 29,719 34,573
Rendering of transport services 5,601 6,655
Revenue 35,320 41,228
Cost of sales 4.1 (29,895) (32,914)
Gross profit 5,425 8,314
Other income 4.7 822 332
Selling and distribution costs 42 (464) (433)
Administrative expenses 43 (4,507) (4,451)
Other expenses 4.4 (563) (698)
Operating profit 713 3,064
Finance income 4.8 123 164
Finance costs 49 (371) (584)
Profit before tax 465 2,644
Income tax expense 5 (63) (271)
Profit for the year 402 2,373
Actuarial losses on defined benefit plans 20 31 (79)
Income tax effect 5 3 8
Other comprehensive income not to be reclassified to
profit or loss in subsequent periods, net (28) 71
Total comprehensive income for the year 374 2,302

The financial statements have been approved on 17 February 2017 and signed as follows:

*"Galina Todorova
Chief Accountant

Alexander Chakmakov
Chief Executive Officer

Initialled for identification purposes in reference tr:) *the auditor’s’ report

ﬁﬂ/\:\\ oAb,

Lidiya Taseva Q\‘“ ¢ Tsvetana T!;a oV
Registered Auditor QQ ‘90 Pricewaterho oopers Audit OOD
0% 0%, ADVF , Codnsa P 0% 0a.

9‘¢ Per. N2 085 4 $
Gy )
20 piayerymoes S8

The notes set out on pages 8-50 are integral part of these financial statements



ZLATNA PANEGA CEMENT AD
SEPARATE BALANCE SHEET
As of 31 December 2016

ASSETS

Non-current assets

Property, plant and equipment
Investment property
Intangible assets

Investments in subsidiaries
Available-for-sale investment
Long - term trade receivables
Other financial assets

Current assets

Inventories

Trade and other receivables
Receivables from related parties
Loans to related parties
Prepayments

Cash and cash equivalents

Assets held for sale

TOTAL ASSETS

EQUITY AND LIABILITIES
Equity

Issued capital

Legal reserve

Retained earnings

Total equity

Non-current liabilities
Interest-bearing loans from banks
Restoration provision

Retirement benefit liability
Deferred tax liability

Current liabilities

Trade and other payables

Finance lease liabilities

Interest - bearing loans from banks
Income tax payable

Payables to related parties

Loans from related parties

Total liabilities

TOTAL EQUITY AND LIABILITIES

The financial statements have been appry;:d.pfj‘r“'ﬁ Eebruary

Alexander Chakmakov
Chief Executive Officer

Lidiya Taseva

Registered Auditor
060% L0V}

The notes set out on pages 8-50 are integral part of e

2

4%,}0

Notes 2016 2015
€000 €000
7 66,080 66,889
8 719 806
9 166 179
10.1 8,490 8,490
10.2 24 iy
14 _ j
1 112 102
75,591 76,490
13 10,834 7.801
14 5,253 4,724
22 7,672 7,129
22 4,710 4,718
15 54 167
16 103 144
28,626 24,683
12 - 202
28,626 24,885
104,217 101,375
17.1 28,602 28,602
17.2 1,645 1,645
49,525 49,151
79,772 79,398
18 9,815 8,227
19 2,289 2,259
20 415 156
5 679 792
13,198 11,634
21 5,239 5,727
24 ]
18 5,611 3,361
20 58
22 364 1,181
2 13 16
11,247 10,343
24,445 21,977
5 2, 104,217 101,375
£ s N
i A A ; ::md signed as follows.( %
7 !
. Galina Todorova y E/
" Chief Accountant
port:
NM)\/
Per. N2 085 &/ svetané}i%k@
\g\g /PricewategffouseCoopers Audit OOD
T PXAy YIRS S 0F- 0572012
¢ Tinancial statements 5



ZLATNA PANEGA CEMENT AD
SEPARATE STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2016

At 1 January 2015
Profit for the year

Other comprehensive income not to be

reclassified to profit or loss in
subsequent periods, net

Total comprehensive income for the

year
At 31 December 2015

At 1 January 2016
Profit for the year

Other comprehensive income not to be

reclassified to profit or loss in
subsequent periods, net

Total comprehensive income for the

year

At 31 December 2016

Issued
capital Legal reserve Retained
(Note 17.1) (Note 17.2) earnings Total
€000 €000 €000 €000
28,602 1,645 46,849 77,096
- - 2,373 2,373
- - (71) (71)
- - 2,302 2,302
28,602 1,645 49,151 79,398
28,602 1,645 49,151 79,398
- - 402 402
: (28) (28)
w - 374 374
28,602 1,645 49,525 79,772

The financial statements have been approved on 17 February 2017-and signed as follows:

>

Alexander Chakmakov
Chief Executive Officer

Initialled for identification pur]

L

poses in reference to the auditor’s report:

Lidiya Taseva g
Registered Auditor
0% O>. 20

(Galina Todorova / :
Chief Accountant

The notes set out on pages 8-50 are integral part of these financial statements




ZLATNA PANEGA CEMENT AD
SEPARATE STATEMENT OF CASH FLOW
For the year ended 31 December 2016

Notes 2016 2015
OPERATING ACTIVITIES €000 €000
Profit before income tax 465 2,644
Adjustments to reconcile profit before income tax to net cash
flows
Non-cash:
Depreciation of property, plant and equipment 7 5,685 5,427
Amortisation of intangible assets 9 60 38
(Profit)/Loss on disposal of property, plant and equipment 4.7,4.4 9 (132)
Impairment loss of investment property 8 10 11
Movement in doubtful debt allowance 14 277 344
Movement in restoration provision 19 30 31
Expenses for employee benefit liability 20 39 28
Interest income 4.8 (123) (164)
Interest expense 4.9 139 429
Working capital adjustments:
(Increase)/Decrease in inventories (3,033) 377)
(Increase)/Decrease in trade and other receivables (1,347) (1,914)
Increase/(Decrease) in prepayments 70 118
Increase in other financial assets (10) (10)
Increase in trade and other payables (305) 3,162
Income tax (paid)/received (211) (226)
Net cash flows from operating activities 1,755 9,409
INVESTING ACTIVITIES
Proceeds from sale of property, plant and equipment 279 2,286
Purchase of property, plant and equipment (5,858) (6,409)
Purchase of intangible assets 47 (98)
Purchase of Investment Property - (22)
Decrease in capital of subsidiaries - 3
Loans granted to related parties 4) (132)
Interest received 133 151
Net cash flows used in investing activities (5,497) (4,221)
FINANCING ACTIVITIES
Proceeds from interest-bearing loans 29,181 29,229
Repayment of interest-bearing loans (25,344) (33,941)
Payments of finance lease liabilities - (3)
Interest paid (136) (428)
Net cash flows used in financing activities 3,701 (5,143)
Net increase/(decrease) in cash and cash equivalents 41) 45
Cash and cash equivalents at 1 January 144 99
Cash and cash equivalents at 31 December 16 103 144
The financial statements have be approvegl'éﬁif]f eb - ary 2017 and signed as follows:(/
. Q;:;\\ . £ ‘ %
Alexander Chakmakov Galina Todorova
Chief Executive Officer | o \ Chief Accountant /
Initialled for identi reference to the auditor’s report:
\
Lidiya Taseva Tsvetatla/ksank
Registered Auditor Pricewat oopers Audit OOD
0% 0. A0 08 03,
The notes set out on pages 8-50 statements 7




ZLATNA PANEGA CEMENT AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS
For the year ended 31 December 2016

1. Corporate information

The annual separate financial statements of Zlatna Panega Cement AD (the Company) for the year ended
31 December 2016 were authorized for issue in accordance with a resolution of the Board of Directors on 17 February
2017.

Zlatna Panega Cement AD is a joint stock company. The Company is incorporated and domiciled in Zlatna Panega,
Bulgaria with a resolution of the National Register 63/1989 430 and its fiscal year ends being 31 December.

The principal activities of the Company include the production and sale of cement. The plant is located near the
village of Zlatna Panega. A nearby quarry is the main source of raw materials.

As of 31 December 2016 the Company was owned by:

- Aemos Cement Limited, Cyprus 99.99 %
- Individnals of the State of Bulgaria 0.01 %

The Ultimate Parent Company is Titan Cement Company S.A., Greece, a company listed on the Athens Stock
Exchange.

2.1. Basis of preparation

The annual separate financial statements have been prepared on a going concern and historical cost basis except for
investment properties which are stated at fair value and non-assets held for sale which are stated at the lower of their
carrying value or fair value less costs to sell. 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 separate financial statements of Zlatna Panega Cement AD have been prepared in accordance with International
Financial Reporting Standards, as adopted for use in the European Union (IFRS). IFRSs as adopted by the EU is the
commonly accepted name of the general purpose framework — the basis of accounting equivalent to the framework
definition introduced by § 1, p. 8 of the Additional Provisions of the Accountancy Act “International Accounting
Standards” (1ASs).

The preparation of these separate financial statements of the Company is required by the ultimate parent company for
its consolidation. Therefore, these are the separate financial statements of Zlatna Panega Cement AD where the
investments in subsidiaries are accounted for at cost.

At the time of approval of these separate financial statements the Company has not prepared the related consolidated
financial statements in accordance with IFRS for the Company and its subsidiaries (the "Group") as required by IFRS
10. The Company applied an interpretation contained in the agenda paper issued by the European Commission
Internal Market and Services for the meeting of the Accounting Regulatory Committee (document ARC/08/2007)
about relationship between the IAS regulation and the 4th and 7th Company Law Directives. The Commission
Services Department was of the opinion that, if a company chooses or is required to prepare its separate financial
statements in accordance with IFRS as adopted by the European Union, it can prepare and file them independently
from the preparation and filing of its consolidated financial statements.

In the consolidated financial statements, subsidiary undertakings - which are those companies in which the Group,
directly or indirectly, has an interest of more than half of the voting rights or otherwise has power to exercise control
over the operations - will be fully consolidated.

Users of ‘these separate financial statements should read them together with the Group's consolidated financial
statements as at and for the year ended 31 December 2016, as soon as they become available in order to obtain full
information on the financial position, results of operations and cash flows of the Group as a whole.

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 issue by
the Board of Directors on 17 February 2017.



ZLATNA PANEGA CEMENT AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2016

2.1. Basis of preparation (continued)

(i) New and amended standards adopted by the Company effective as of 1 January 2016 and endorsed by
EU

The following endorsed by EU standards and interpretations apply for the first time to financial reporting periods
commengcing on or after 1 January 2016:

Accounting for Acquisitions of Interests in Joint Operations - Amendments to IFRS 11

The amendments to IFRS 11 clarify the accounting for the acquisition of an interest in a joint operation where
the activities of the operation constitute a business. They require an investor to apply the principles of business
combination accounting when it acquires an interest in a joint operation that constitutes a business. This
includes:

e  measuring identifiable assets and liabilities at fair value

e  expensing acquisition-related costs

e recognising deferred tax, and

e recognising the residual as goodwill, and testing this for impairment annually.

Existing interests in the joint operation are not re-measured on acquisition of an additional interest, provided
joint control is maintained. The amendments also apply when a joint operation is formed and an existing
business is contributed.

Clarification of Acceptable Methods of Depreciation and Amortisation - Amendments to IAS 16 and IAS
38

The amendments clarify that a revenue-based method of depreciation or amortisation is generally not
appropriate. The IASB has amended IAS 16 Property, Plant and Equipment to clarify that a revenue-based
method should not be used to calculate the depreciation of items of property, plant and equipment. IAS 38
Intangible Assets now includes a rebuttable presumption that the amortisation of intangible assets based on
revenue is inappropriate. This presumption can be overcome if either
e The intangible asset is expressed as a measure of revenue (i.e. where a measure of revenue is the
limiting factor on the value that can be derived from the asset), or
e It can be shown that revenue and the consumption of economic benefits generated by the asset are
highly correlated.

Equity method in separate financial statements - Amendments to IAS 27

The IASB has made amendments to IAS 27 Separate Financial Statements which will allow entities to use the
equity method in their separate financial statements to measure investments in subsidiaries, joint ventures and
associates. JAS 27 currently allows entities to measure their investments in subsidiaries, joint ventures and
associates either at cost or as a financial asset in their separate financial statements. The amendments introduce
the equity method as a third option. The election can be made independently for each category of investment
(subsidiaries, joint ventures and associates). Entities wishing to change to the equity method must do so
retrospectively.

Agriculture: Bearer Plants - Amendments to IAS 16 and TAS 41

IAS 41 Agriculture now distinguishes between bearer plants and other biological asset. Bearer plants must be
accounted for as property plant and equipment and measured either at cost or revalued amounts, less
accumulated depreciation and impairment losses. A bearer plant is defined as a living plant that:

e isused in the production or supply of agricultural produce

e s expected to bear produce for more than one period, and

e has a remote likelihood of being sold as agricultural produce, except for incidental scrap sales.

Agricultural produce growing on bearer plants remains within the scope of IAS 41 and is measured at fair value
less costs to sell with changes recognised in profit or loss as the produce grows.



ZLATNA PANEGA CEMENT AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2016

2.1. Basis of preparation (continued)

(i) New and amended standards adopted by the Company effective as of 1 J anuary 2016 and endorsed by
EU (continued)

Annual Improvements to IFRSs 2012-2014 cycle

The latest annual improvements clarify:

e [IFRS 5 - when an asset (or disposal Company) is reclassified from 'held for sale' to 'held for
distribution’ or vice versa, this does not constitute a change to a plan of sale or distribution and does not
have to be accounted for as such

® IFRS 7 - specific guidance for transferred financial assets to help management determine whether the
terms of a servicing arrangement constitute 'continuing involvement' and, therefore, whether the asset
qualifies for derecognition

e IFRS 7 - that the additional disclosures relating to the offsetting of financial assets and financial
liabilities only need to be included in interim reports if required by IAS 34

* IAS 19 - that when determining the discount rate for post-employment benefit obligations, it is the
currency that the liabilities are denominated in that is important and not the country where they arise

® IAS 34 - what is meant by the reference in the standard to ‘information disclosed elsewhere in the
interim financial report'; entities taking advantage of the relief must provide a cross-reference from the
interim financial statements to the location of that information and make the information available to
users on the same terms and at the same time as the interim financial statements.

Disclosure Initiative — Amendments to TAS 1

The amendments to IAS 1 Presentation of Financial Statements are made in the context of the IASB's Disclosure
Initiative, which explores how financial statement disclosures can be improved. The amendments provide
clarifications on a number of issues, including:

* Materiality - an entity should not aggregate or disaggregate information in a manner that obscures
useful information. Where items are material, sufficient information must be provided to explain the
impact on the financial position or performance.

»  Disaggregation and subtotals - line items specified in IAS 1 may need to be disaggregated where this is
relevant to an understanding of the entity's financial position or performance. There is also new
guidance on the use of subtotals.

*  Notes - confirmation that the notes do not need to be presented in a particular order.

e OCI arising from investments accounted for under the equity method - the share of OCI arising from
equity-accounted investments is Companyed based on whether the items will or will not subsequently
be reclassified to profit or loss. Each Company should then be presented as a single line item in the
statement of other comprehensive income.

According to the transitional provisions, the disclosures in IAS 8 regarding the adoption of new
standards/accounting policies are not required for these amendments.

Investment entities: Applying the consolidation exception - Amendments to IFRS 10, IFRS 12 and IAS 28

Amendments made to IFRS 10 Consolidated Financial Statements and IAS 28 Investments in associates and
joint ventures clarify that:
®  The exception from preparing consolidated financial statements is also available to intermediate parent
entities which are subsidiaries of investment entities.
¢  Aninvestment entity should consolidate a subsidiary which is not an investment entity and whose main
purpose and activity is to provide services in support of the investment entity's investment activities.
¢  Entities which are not investment entities but have an interest in an associate or joint venture which is
an investment entity have a policy choice when applying the equity method of accounting. The fair
value measurement applied by the investment entity associate or joint venture can either be retained, or
a consolidation may be performed at the level of the associate or joint venture, which would then
unwind the fair value measurement.
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ZLLATNA PANEGA CEMENT AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2016

2.1. Basis of preparation (continued)

(i) New and amended standards adopted by the Company effective as of 1 January 2016 and endorsed by
EU (continued)

Amendments to JIAS 19: Defined Benefit Plans: Employee Contributions (issued on 21 November 2013)
Annual Improvements to IFRSs 2010-2012 Cycle (issued on 12 December 2013)

As these amendments merely clarify the existing requirements, they do not affect the Company’s accounting
policies or any of the disclosures.

(ii) Forthcoming requirements

The following standards and interpretations had been issued but were not mandatory for annual reporting periods
ending 31 December 2016.

IFRS 9 Financial Instruments and associated amendments to various other standards

IFRS 9 addresses the classification, measurement and derecognition of financial assets and financial liabilities,
introduces new rules for hedge accounting and a new impairment model for financial assets.

IFRS 9 replaces the multiple classification and measurement models in IAS 39 Financial instruments:
Recognition and measurement with a single model that has initially only two classification categories: amortised
cost and fair value.

Classification of debt assets will be driven by the entity's business model for managing the financial assets and
the contractual cash flow characteristics of the financial assets. A debt instrument is measured at amortised cost
if: a) the objective of the business model is to hold the financial asset for the collection of the contractual cash
flows, and b) the contractual cash flows under the instrument solely represent payments of principal and interest.
All other debt and equity instruments, including investments in complex debt instruments and equity
investments, must be recognised at fair value. All fair value movements on financial assets are taken through the
statement of profit or loss, except for equity investments that are not held for trading, which may be recorded in
the statement of profit or loss or in reserves (without subsequent recycling to profit or loss). For financial
liabilities that are measured under the fair value option entities will need to recognise the part of the fair value
change that is due to changes in the their own credit risk in other comprehensive income rather than profit or
loss. The new hedge accounting rules (released in December 2013) align hedge accounting more closely with
common risk management practices.

As a general rule, it will be easier to apply hedge accounting going forward. The new standard also introduces
expanded disclosure requirements and changes in presentation. In July 2014, the IASB made further changes to
the classification and measurement rules and also introduced a new impairment model. With these amendments,
IFRS 9 is now complete. The changes introduce:
¢ athird measurement category (FVOCI) for certain financial assets that are debt instruments
* anew expected credit loss (ECL) model which involves a three-stage approach whereby financial assets
move through the three stages as their credit quality changes. The stage dictates how an entity measures
impairment losses and applies the effective interest rate method. A simplified approach is permitted for
financial assets that do not have a significant financing component (eg trade receivables). On initial
recognition, entities will record a day-1 loss equal to the 12 month ECL (or lifetime ECL for trade
receivables), unless the assets are considered credit impaired.

For financial years commencing before 1 February 2015, entities could elect to apply IFRS 9 early for any of the
following:

the own credit risk requirements for financial liabilities

classification and measurement (C&M) requirements for financial assets

C&M requirements for financial assets and financial liabilities, or

C&M requirements for financial assets and liabilities and hedge accounting.

After 1 February 2015, the new rules must be adopted in their entirety.



ZLATNA PANEGA CEMENT AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CON TINUED)
For the year ended 31 December 2016

2.1. Basis of preparation (continued)
(ii) Forthcoming requirements (continued)

Impact
The Company does not expect the new guidance to have a significant impact on the classification and

measurement of its financial assets.

There will be no impact on the Company’s accounting for financial liabilities, as the new requirements only
affect the accounting for financial liabilities that are designated at fair value through profit or loss and the
Company does not have any such liabilities. The derecognition rules have been transferred from IAS 39
Financial Instruments: Recognition and Measurement and have not been changed.

The new impairment model requires the recognition of impairment provisions based on expected credit losses
(ECL) rather than only incurred credit losses as is the case under IAS 39. It applies to financial assets classified
at amortised cost, debt instruments measured at FVOCI, contract assets under IFRS 15 Revenue from Contracts
with Customers, lease receivables, loan commitments and certain financial guarantee contracts. While the
Company has not yet undertaken a detailed assessment of how its impairment provisions would be affected by
the new model, it may result in an earlier recognition of credit losses.

The new standard also introduces expanded disclosure requirements and changes in presentation. These are
expected to change the nature and extent of the Company’s disclosures about its financial instruments
particularly in the year of the adoption of the new standard.

IFRS 9 Financial Instruments and associated amendments to various other standards is effective as of 1
January 2018 and it is endorsed by EU.

IFRS 15 Revenue from contracts with customers and associated amendments to various other standards

The IASB has issued a new standard for the recognition of revenue. This will replace TAS 18 which covers
contracts for goods and services and IAS 11 which covers construction contracts.

The new standard is based on the principle that revenue is recognised when control of a good or service transfers
to a customer - so the notion of control replaces the existing notion of risks and rewards.

A new five-step process must be applied before revenue can be recognised:
¢ identify contracts with customers
identify the separate performance obligation
determine the transaction price of the contract
allocate the transaction price to each of the separate performance obligations, and
recognise the revenue as each performance obligation is satisfied.

Key changes to current practice are:

® Any bundled goods or services that are distinct must be separately recognised, and any discounts or
rebates on the contract price must generally be allocated to the separate elements.

¢ Revenue may be recognised earlier than under current standards if the consideration varies for any
reasons (such as for incentives, rebates, performance fees, royalties, success of an outcome etc) -
minimum amounts must be recognised if they are not at significant risk of reversal.

* The point at which revenue is able to be recognised may shift: some revenue which is currently
recognised at a point in time at the end of a contract may have to be recognised over the contract term
and vice versa.

¢ There are new specific rules on licenses, warranties, non-refundable upfront fees and, consignment
arrangements, to name a few.

®  As with any new standard, there are also increased disclosures.

These accounting changes may have flow-on effects on the entity's business practices regarding systems,
processes and controls, compensation and bonus plans, contracts, tax planning and investor communications.
Entities will have a choice of full retrospective application, or prospective application with additional
disclosures.
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ZLATNA PANEGA CEMENT AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2016

2.1. Basis of preparation (continued)
(ii) Forthcoming requirements (continued)

Impact

Management is currently assessing the effects of applying the new standard on the Company’s financial
statements. At this stage, the Company is not able to estimate the impact of the new rules on the Company’s
financial statements. The Company will make more detailed assessments of the impact over the next twelve

months.

IFRS 15 Revenue from contracts with customers (issued on 28 May 2014) including amendments to IFRS
15 (issued on 11 September 2015) is cffective as of 1 January 2018 and it is endorsed by EU.

(iii) Forthcoming requirements not yet endorsed by EU

The following standards and interpretations had been issued but are not mandatory for annual reporting periods
ending 31 December 2016 and are not yet endorsed by EU.

IFRS 16 Leases will affect primarily the accounting by lessees and will result in the recognition of almost all
leases on balance sheet. The standard removes the current distinction between operating and financing leases and
requires recognition of an asset (the right to use the leased item) and a financial liability to pay rentals for
virtually all lease contracts. An optional exemption exists for short-term and low-value leases.

The income statement will also be affected because the total expense is typically higher in the earlier years of a
lease and lower in later years. Additionally, operating expense will be replaced with interest and depreciation, so
key metrics like EBITDA will change. Operating cash flows will be higher as cash payments for the principal
portion of the lease liability are classified within financing activities. Only the part of the payments that reflects
interest can continue to be presented as operating cash flows.

The accounting by lessors will not significantly change. Some differences may arise as a result of the new
guidance on the definition of a lease. Under IFRS 16, a contract is, or contains, a lease if the contract conveys the
right to control the use of an identified asset for a period of time in exchange for consideration.

Impact

The standard will affect primarily the accounting for the Company’s operating leases. As at the reporting date,
the Company has non-cancellable operating lease commitments of EUR 413 thousand, see Note 24. However,
the Company has not yet determined to what extent these commitments will result in the recognition of an asset
and a liability for future payments and how this will affect the Company’s profit and classification of cash flows.
Some of the commitments may be covered by the exception for short-term and low-value leases and some
commitments may relate to arrangements that will not qualify as leases under IFRS 16.

IFRS 16 Leases is effective as of 1 January 2019. Early adoption is permitted only if IFRS 15 is adopted at the
same time. The standard is expected to be endorsed by EU in the second half of 2017.

Recognition of Deferred Tax Assets for Unrealised Losses - Amendments to TAS 12

Amendments made to IAS 12 in January 2016 clarify the accounting for deferred tax where an asset is measured
at fair value and that fair value is below the asset's tax base. Specifically, the amendments confirm that:

s A temporary difference exists whenever the carrying amount of an asset is less than its tax base at the
end of the reporting period.

e An entity can assume that it will recover an amount higher than the carrying amount of an asset to
estimate its future taxable profit,

o Where the tax law restricts the source of taxable profits against which particular types of deferred tax
assets can be recovered, the recoverability of the deferred tax assets can only be assessed in
combination with other deferred tax assets of the same type.

e Tax deductions resulting from the reversal of deferred tax assets are excluded from the estimated future
taxable profit that is used to evaluate the recoverability of those assets.

13



ZLATNA PANEGA CEMENT AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2016

2.1. Basis of preparation (continued)
(iii)  Forthcoming requirements not yet endorsed by EU (continued)

Recognition of Deferred Tax Assets for Unrealised Losses - Amendments to TAS 12 is effective as of 1
January 2017. It is expected to be endorsed by EU in the second quarter of 2017.

Disclosure Initiative - Amendments to IAS 7

Going forward, entities will be required to explain changes in their liabilities arising from financing activities.
This includes changes arising from cash flows (eg drawdowns and repayments of borrowings) and non-cash
changes such as acquisitions, disposals, accretion of interest and unrealised exchange differences. Changes in
financial assets must be included in this disclosure if the cash flows were, or will be, included in cash flows from
financing activities. This could be the case, for example, for assets that hedge liabilities arising from financing
liabilities.

Entities may include changes in other items as part of this disclosure, for example by providing a ‘net debt’
reconciliation. However, in this case the changes in the other items must be disclosed separately from the
changes in liabilities arising from financing activities. The information may be disclosed in tabular format as a
reconciliation from opening and closing balances, but a specific format is not mandated.

Disclosure Initiative - Amendments to IAS 7 is effective as of 1 January 2017 and it is expected to be endorsed
by EU in the second quarter of 2017.

Sale or contribution of assets between an investor and its associate or joint venture - Amendments to IFRS
10 and IAS 28

The TASB has made limited scope amendments to IFRS 10 Consolidated financial statements and IAS 28
Investments in associates and joint ventures. The amendments clarify the accounting treatment for sales or
contribution of assets between an investor and its associates or joint ventures. They confirm that the accounting
treatment depends on whether the non-monetary assets sold or contributed to an associate or joint venture
constitute a ‘business’ (as defined in IFRS 3 Business Combinations). Where the non-monetary assets constitute
a business, the investor will recognise the full gain or loss on the sale or contribution of assets. If the assets do
not meet the definition of a business, the gain or loss is recognised by the investor only to the extent of the other
investor’s investors in the associate or joint venture. The amendments apply prospectively. In December the
IASB decided to defer the application date of this amendment until such time as the IASB has finalised its
research project on the equity method.

Clarifications to IFRS 15 Revenue from Contracts with Customers (issued on 12 April 2016) is effective as
of 1 January 2018 and it is expected to be endorsed in the second quarter of 2017.

Amendments to IFRS 2: Classification and Measurement of Share-based Payment Transactions (issued on
20 June 2016) is effective as of 1 January 2018 and it is expected to be endorsed in the second half of 2017.

Amendments to IFRS 4: Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts (issued
on 12 September 2016) is effective as of 1 January 2018 and it is expected to be endorsed in 2017.

Annual Improvements to IFRS Standards 2014-2016 Cycle (issued on 8 December 20 16) is effective as of 1
January 2017 and 2018 and it is expected to be endorsed in the second half of 2017.

Amendments to IAS 40: Transfers of Investment Property (issued on 8 December 2016) is effective as of 1
January 2018 and it is expected to be endorsed in the second half of 2017.

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration (issued on 8§
December 2016) is effective as of 1 January 2018 and it is expected to be endorsed in the second half of 2017.
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ZLATNA PANEGA CEMENT AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2016

2.2, Summary of significant accounting policies

a) Foreign currency translation

The separate 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 functional to presentation currency) no foreign exchange differences have arisen.

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

b) Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company and the
revenue can be reliably measured. Revenue is measured at the fair value of the consideration received or receivable,
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 services is recognised over the period during which the service is performed, by reference to
completion of the specific transaction assessed on the basis of the actual service provided as a proportion of the total
services to be provided.

Rental income
Rental income as a result of operating leases is recognised on a straight-line basis over the lease term.

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

separate statement of comprehensive income.

Dividend income
Revenue is recognised when the Company’s right to receive the dividend payment is established.

¢) Taxes
Current income tax

Current income tax assets and liabilities for the current and prior periods are measured at the amount expected to be
recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those
that are enacted or substantively enacted by the reporting date. Tax reliefs are accounted for as a decrease in the
income tax expense for the period.
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ZILLATNA PANEGA CEMENT AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2016

2.2. Summary of significant accounting policies (continued)

¢) Taxes (continued)

Current income tax (continued)

Current income tax is recognised directly in the equity (and not in profit or loss) where the tax relates to items that
have been recognised outside profit or loss. Management analyses periodically the individual items of the tax return
for which the applicable tax provisions are subject to interpretation and recognises provisions where appropriate.

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:

e where the deferred income tax liability 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; and

* in respect of taxable temporary differences associated with investments in subsidiaries, where the timing of
the reversal of the temporary differences can be controlled and it is probable that the temporary differences
will not reverse in the foreseeable future.

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; and

* in respect of deductible temporary differences associated with investments in subsidiaries, deferred income
tax assets are recognised only to the extent that it is probable that the temporary differences will reverse in the
foreseeable future and taxable profit will be available against which the temporary differences can be utilised.

The carrying amount of deferred income tax assets is reviewed at each 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 tax 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 to 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 relation 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 tax assets against current income tax liabilities and the deferred income taxes relate to the same taxable entity
and the same taxation authority.

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

e where the VAT incurred on a purchase of assets or services is not recoverable from the taxation authority, in
which case the VAT is recognised as part of the cost of acquisition of the asset or as part of the expense item
as applicable; and

e receivables and payables that are stated with the amount of VAT included.

The net amount of VAT recoverable from, or payable to, the taxation authority is included as part of receivables or
payables in the balance sheet.
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ZLATNA PANEGA CEMENT AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2016

2.2. Summary of significant accounting policies (continued)
d) Financial instruments - initial recognition and subsequent measurement
Financial assets

Initial recognition and measurement

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

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, i.e., the date that the
Company commits to purchase or sell the asset.

Subsequent measurement

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

Investments in subsidiaries

Investments in subsidiaries are measured at cost (according to IAS 27 Separate financial statements para. 10 (a)) in
these separate financial statements. Further details are given in Note 2.1 above and Note 11.1.

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. The losses arising from impairment are recognised in the profit or loss in other expenses.

Available-for-sale financial investments

Available-for-sale financial assets are those non-derivative financial assets that are designated as available-for-sale or
are not classified in any of the other categories. The Company has an available-for-sale investment in equity shares
(Note 10.2). As these shares do not have a quoted market price in an active market and their fair value cannot be
reliably measured, they are measured at cost.

Derecognition

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

e The rights to receive cash flows from the asset have expired;

e The Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to
pay the received cash flows in full without material delay to a third party under a ‘pass-through’
arrangement; and either (a) the Company has transferred substantially all the risks and rewards of the asset,
or (b) the Company has neither transferred nor retained substantially all the risks and rewards of the asset,
but has transferred control of the asset.

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

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

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

to repay.
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ZLATNA PANEGA CEMENT AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
Tor the year ended 31 December 2016

2.2. Summary of significant accounting policies (continned)
d) Financial instruments - initial recognition and subsequent measurement (continued)
Financial assets (continued)

Impairment of financial assets

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

Financial assets carried at amortised cost

The Company first assesses whether objective evidence 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 assessed 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 loss 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 discount rate for
measuring any impairment loss is the current effective interest rate.

The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is
recognised in profit or loss. 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. 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 Company. If, in a subsequent year, the amount of the estimated impairment loss increases or
decreases because of an event occurring after the impairment was recognised, the previously recognised impairment
loss is increased or reduced by adjusting the allowance account. If a future write-off is later recovered, the recovery is
credited to finance costs in profit or loss.

Available-for-sale financial investments

If there is objective evidence that an impairment loss has been incurred on the unquoted equity instrument that is not
carried at fair value because its fair value cannot be reliably measured, the amount of the impairment loss is measured
as the difference between the carrying amount of the financial asset and the amount that would be expected to be
recovered from it, if reliably measured. The amount of the loss is recognised in profit or loss. Such impairment losses

are not reversed.
Financial liabilities

Initial recognition

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 appropriate. The Company determines the
classification of its financial liabilities 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, other financial liabilities, interest bearing loans
and borrowings.
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NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2016

2.2. Summary of significant accounting policies (continued)

d) Financial instruments - initial recognition and subsequent measurement (continued)
Financial liabilities (continued)

Subsequent measurement

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

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 recognised in profit or loss when the liabilities are derecognised as well as through the amortisation

process.

Other non-interest bearing financial liabilities

Other non-interest bearing financial liabilities include retentions for qualitative performance of contractual obligations
by construction subcontractors. Upon initial recognition, these liabilities are measured at the present value of all future
cash outflows-discounted using the prevailing market rates of interest for similar instruments. The Company accretes
the discount to profit or loss using the effective interest rate method. The excess of the nominal value of other non-
interest bearing financial liabilities over their present value is recognised in profit or loss.

Derecognition

A financial liability is derecognised 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
derecognition of the original liability and the recognition of a new liability, and the difference in the respective
carrying amounts is recognised 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 recognised amounts and there is an intention to settle on a net basis,
or to realise the assets and settle the liabilities simultaneously.

f) Fair value measurement

The Company measures investment properties and non-current assets held for sale are stated at the lower of carrying
amount and fair value less cost to sell at each balance sheet date. Fair values of financial instruments measured at
amortised cost are disclosed in Note 26. Fair values of non-financial assets such as non-current assets held for sale are
disclosed in Note 12.

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

e Inthe principal market for the asset or liability, or

e In the absence of a principal market, in the most advantageous market for the asset or liability.
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2.2. Summary of significant accounting policies (continued)
) Fair value measurement (continued)
The principal or the most advantageous market must be accessible to by the Company.

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

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

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

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value
measurement as a whole:

¢ Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities

¢ Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable
¢ Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value

measurement is unobservable

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Company determines
whether transfers have 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.

The Company’s management determines the policies and procedures for both recurring fair value measurement, such
as investment properties, and for non-recurring measurement, such as non-current assets held for sale.

External valuers are involved for valuation of significant assets, such as investment properties and non-current assets
held for sale. 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 analysis, 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.

For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities on the basis of
the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy as explained above.

g) Issued capital

Issued capital represents the par value of shares issued and paid by the shareholders adjusted with the effect of
hyperinflation as disclosed in Note 17.1. Any proceeds in excess of par value are recorded in share premium.
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2.2. Summary of significant accounting policies (continued)

h) Non-current assets held for sale or for distribution to equity holders 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 carrying 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 with 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 in the balance sheet.

A discontinued operation is a component of an entity that either has been disposed of, or is classified as held for sale,
and:

®  represents a separate major line of business or geographical area of operations,

e is part of a single co-ordinated plan to dispose of a separate major line of business or geographical area of

operations or

® is asubsidiary acquired exclusively with a view to resale.
Discontinued operations are excluded from the results of continuing operations and are presented as a single amount
as profit or loss after tax from discontinued operations in the statement of comprehensive income.

Additional disclosures are provided in Note 12.

i) Property, plant and equipment

All property, plant and equipment are 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
incurred, if the recognition criteria are met. Likewise, when a major inspection is performed, its cost is recognised in
the carrying amount of the property, plant and equipment as a replacement if the recognition criteria are satisfied. All
other repair and maintenance costs are recognised in profit or loss as incurred.

Depreciation commence from the date the asset is available for use. Land is not depreciated as it is deemed to have an
indefinite life. Assets under construction are not depreciated as not yet available for use.

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

Buildings 10 to 40 years
Plant and machinery 5 to 40 years
Vehicles S to 25 years
Furniture and fittings 2 to 10 years
Spare parts

Spare parts are recognized as non current assets if all of the following recognition criteria are met:
* The spare parts are held for use in the production or supply of goods or services, for rental to others, or for
administrative purposes;
o The spare parts are expected to be used during more than one period;
e It is probable that future economic benefits associated with the item will flow to the entity;
e The cost of the item can be measured reliably;
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2.2. Summary of significant accounting policies (continued)

i) Property, plant and equipment (continued)

The depreciation of a major spare part begins when the spare part is bought into service rather than when it is
acquired, as in that moment it is in the location and condition necessary for it to be capable of operating in the manner
intended by management. The useful life can not exceed the lesser period between the remaining useful life of the
asset to which the spare part is attached and its own useful life.

An item of property, plant and equipment is derecognised upon disposal or when no future 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 year the
asset is derecognised.

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

j) 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 fulfilment 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 to the Company substantially all 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 payments are apportioned between finance
charges and reduction of the lease liability so as to achieve a constant rate of interest on the remaining balance of the
liability. Finance charges are recognised in finance costs in profit or loss.

A leased asset is depreciated over the useful 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 lease payments are recognised as an operating expense in profit or loss 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 earned.

k) Investment properties

Investment properties are measured initially at cost, including transaction costs. The carrying amount includes the cost
of replacing part of an existing investment property at the time that cost is incurred if the recognition criteria are met;
and excludes the costs of day to day servicing of an investment property. Subsequent to initial recognition, investment
properties are stated at fair value, which reflects market conditions at the reporting date. Gains or losses arising from
changes in the fair values of investment properties are included in profit or loss in the period in which they arise.

Investment properties are derecognised when either they have been disposed of or when the investment property is
permanently withdrawn from use and no future economic benefit is expected from its disposal.
The difference between the net disposal proceeds and the carrying amount of the asset is recognised in profit or loss in
the period of derecognition.

Transfers are made to or from investment property only when there is a change in use. For a transfer from investment
property to owner occupied property, the deemed cost for subsequent accounting is the fair value at the date of change
in use. If owner occupied property becomes an investment property, the Company accounts for such property in
accordance with the policy stated under property, plant and equipment up to the date of change in use.
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2.2. Summary of significant accounting policies (continued)

I) Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessary takes a
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. Borrowing costs consists of interest and other
costs that an entity incurs in connection with the borrowing of funds.

m) Intangible assets

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

The useful lives of intangible assets are assessed to be finite, as follows:

Concession rights 20 years
Licences 10 years
Computer software 10 years

Intangible assets with finite lives are amortised over the useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired. The amortisation period and the amortisation 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 pattern of consumption of future economic benefits embodied in
the asset is accounted for by changing the amortisation period or method, as appropriate, and treated as changes in
accounting estimates. The amortisation expense on intangible assets with finite lives is recognised in profit or loss in
the expense category consistent with the function of the intangible asset.

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

CO2 emission rights

Emission rights are tested for impairment annually or when circumstances indicate that the carrying value may be
impaired by comparing its carrying amount with its recoverable amount. An impairment charge is recognised in profit
or loss in other operating expenses.

n) Inventories

Inventories are valued at the lower of cost and net realisable 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 and work in — cost of direct materials and labour and a proportion of manufacturing

progress overheads based on normal operating capacity but excluding borrowing
costs

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of completion
and the estimated costs necessary to make the sale.
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2.2. Summary of significant accounting policies (continued)

o) Impairment of non-financial assets

The Company assesses at each reporting date whether there is an indication that an asset may be impaired. If any such
indication exists, or when annual impairment testing for an asset is required, the Company makes an estimate of the
asset’s recoverable amount. 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 recognised in
profit or loss in those expense categories consistent with the function of the impaired asset.

For non-financial assets, an assessment is made at each reporting datc as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. If such indication exists, the
Company makes an estimate of recoverable amount. A previously recognised 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 recognised. 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 recognised for the asset in prior years. Such reversal is recognised in profit or loss.

p) 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 separate cash flow statement, cash and cash equivalents consist of cash as defined above.
q) Provisions

General

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

Restoration provision

In accordance with the quarry concession agreement, the Company is obliged to restore the surface of the quarry upon
the cessation of its use. The provision arising during the period reflects the additional amount that would be needed to
restore the surface of the quarry that has been excavated during the period. Restoration costs are provided at the
present value of expected costs to settle the obligation using estimated cash flows. The cash flows are discounted at a
current pre-tax rate that reflects the risks specific to the restoration liability. The unwinding of the discount is
expensed as incurred and recognised in profit or loss as a finance cost. The estimated future costs of restoration are
reviewed annually and adjusted as appropriate. Changes in the estimated future costs, in the discount rate or in the
inflation rate applied are recognised in profit or loss.

r) Employee benefits

Short-term employee benefits include salaries, bonuses, social security contributions and paid annual leave of current
employees expected to be settled wholly within twelve months after 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 measured at the undiscounted amount of the expected cost of the benefit. Information
on short-term employee benefits is disclosed in Note 21.
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r) Employee benefits (continued)

According to the Bulgarian labour legislation and Company’s collective labour agreement, Zlatna Panega Cement
AD, as an employer is obliged to pay five or nine 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 nine gross monthly salaries upon retirement (six gross monthly salaries as per Bulgarian labour legislation,
plus three additional gross monthly salaries in accordance with the Company’s Collective Labour Agreement),
otherwise - five gross monthly salaries (two gross monthly salaries as per Bulgarian labour legislation, plus three
additional gross monthly salaries in accordance with the Company’s Collective Labour Agreement). The 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 losses, are recognised immediately
in the balance sheet with a corresponding debit or credit 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 of:

¢  The date of the plan amendment or curtailment, and
e The date that the Company recognises restructuring-related costs.

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:

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

e Interest expense within “Finance costs”.

s) CO; emission rights

Emission rights are accounted under the net liability method, based on which the Company recognizes such a liability
from the point when the emissions made are in excess of the allowances allocated. The liability to deliver allowances
is measured at fair value (market price) of the emission rights as of year end.

Emission rights acquired in excess of those required to cover its shortages are recognized as an intangible asset, at
cost. The intangible asset is not amortized and is subject to an annual impairment test (Note 2.2 m).

3. Significant accounting judgments, estimates and assumptions

Judgements

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

Assessment of control over entities in which the Company holds less than 50% of voting rights

The Company adopted IFRS 10 in 2014. The application of IFRS 10 did not affect the accounting for the Company’s
48.77% interest in Holcim Karierni Materiali AD and 48.72% interest in Holcim Karierni Materiali Plovdiv AD. At
the date of initial application of IFRS 10 (1 January 2016), the Company assessed that it does not control Holcim
Karierni Materiali AD and Holcim Karierni Materiali Plovdiv AD, and continues to treat them as associates in which
it has significant influence. The assessment of control focused on which party exercises its voting rights sufficiently to
determine the investees’ operating and financing policies. The Company considers that as it does not hold the majority
of the shares and voting rights, it does not control Holcim Karierni Materiali AD and Holcim Karierni Materiali
Plovdiv AD.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial year are discussed below.
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3. Significant accounting judgments, estimates and assumptions (continued)
Estimates and assumptions (continued)

Restoration provision

The Company recognizes a provision for quarry restoration. This requires the management to make estimates about
the cost of materials, labour, third party services and other expenses necessary for the restoration activities. The
estimation of these future costs is complex and requires management to make estimates and judgments because the
obligation will be fulfilled in the future and the related contract and laws are often not clear regarding what is
required. Furthermore, the resulting provision is further influenced by the changing technologies and, environmental,
safety, business, political and statutory considerations. At 31 December 2016 the best estimate of the restoration
provision was EUR 2,289 thousand (31 December 2015: EUR 2,259 thousand). Further details are provided in Note
19 to the separate financial statements.

Retirement benefits

The retirement benefit obligation is determined using actuarial valuation for financial year 2016. The actuarial
valuation involves making assumptions about discount rates, future salary increases, personnel turnover 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 2016 is EUR 415 thousand (31 December 2015: EUR 356 thousand). Further
details are provided in Note 20 to the separate financial statements.

The Company expects to settle accumulated paid annual leave classified as short-term employee benefits as of 31
December 2016 of EUR 117 thousand (31 December 2015: EUR 107 thousand) (Note 21) entirely within twelve
months after the end of the reporting period.

Useful lives of property plant and equipment, and intangible assets

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

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 on the ageing of accounts receivable, balances and historical write-off
experience, customer credit worthiness and changes in customer payment terms. If the financial condition of
customers were to deteriorate, actual write-offs might be higher than expected. At 31 December 2016 the best
estimate of the allowance for impairment of receivables is EUR 1,304 thousand (31 December 2015:
EUR 1,240 thousand). Further details are provided in Note 14.

Investment properties

The Company carries its investment properties at fair value, with changes in fair value being recognized in profit or
loss. As at 31 December 2016 the fair valuation of the investment property is made by an independent appraiser based
on market comparables method and depreciated replacement cost method. Further details are provided in Note 8.

Income taxes

Significant judgment is required in determining the provision for income taxes. There are many transactions and
calculations for which the ultimate tax determination is uncertain during the ordinary course of business. The
Company recognises liabilities for anticipated tax audit issues based on estimates of whether additional taxes will be
due. Where the final tax outcome of these matters is different from the amounts that were initially recorded, such
differences will impact the income tax and deferred tax provisions in the period in which such determination is made.

Non-current assets held for sale

The Company values its non-current assets held for sale at the lower of carrying amount and fair value less costs to
sell. The Company has engaged an independent appraiser to perform a fair valuation of the properties, based on the
market approach, depreciated replacement cost method and capitalization of income method. Further details are
provided in Note 12.
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3. Significant accounting judgments, estimates and assumptions (continued)
Estimates and assumptions (continued)

Impairment of investment in subsidiaries

The Company tested whether investments in subsidiaries have suffered any impairment in accordance with the
accounting policy. The recoverable amounts of cash-generating units (CGUs) have been determined based on value-
in-use calculations. These calculations require the use of estimates and are based on pre-tax cash flow projections
based on financial budgets approved by management covering a five-year period.

CO2 emission rights

A new National Allocation Plan (NAP) 2013 — 2020 of the European scheme for trading with CO2 quotas was
approved and quotas have been allocated to entities until 2020. The new NAP suggests a new scheme for allocating
CO2 quotas among scoped entities. The basic purpose of the Plan is to gradually decrease quotas ended up in zero
quota allocation in 2027 for all sectors apart from electricity: decrease in quota allocation by 20% in 2013 and 70% in
2020. The approved quotas as per the new plan allocated to Zlatna Panega Cement AD for 2016 based on present
production levels of clinker are gradually decreasing. For the period ending 31 December 2016 their amount is
749,700 tons. The allowance received in 2016 and the outstanding balance of the CO2 account in the registry will
fully cover the estimated consumption of 477,412 tons CO2 for 2016,

4. Expenses and other revenues

4.1 Cost of sales

2016 2015
€000 €000
Variable costs
Distribution expenses — freight (5,646) (6,671)
Kiln fuel (5,253) (6,698)
Electricity (3,328) (4,169)
Raw materials (2,645) (2,898)
Refractory (739) (365)
Fuel and oil (260) (358)
Grinding media (104) (117)
Other expenses (914) (881)
Fixed costs

Depreciation (5,421) (5,157
Plant salaries, wages and related expenses (2,046) (1,958)
Contract labour (1,540) (1,231
Packaging costs (including related staff cost) (1,055) (919)
Repair and maintenance — spare parts (963) (774)
Insurance and taxes (84) (74)
Plant utilities (66) (81)
Amortization (34) (13)
Lining (14) (13)
Inventory change 1,685 652
Other fixed costs (1,468) (1,189)
(29,895) (32,914)
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4. Expenses and other revenues (continued)

4.2 Selling and distribution costs

Salaries and related expenses
Car related expenses
Advertising and promotion
Insurance and taxes

Travel - entertainment
Utilities

Other

4.3 Administrative expenses

Salaries and related expenses
Management fees
Security

Depreciation

Car related expenses
Utilities

Consultancy fees
Insurance and taxes
Travel — entertainment
Donations

Audit fees

Amortization

Repairs and maintenance
Other

4.4 Other expenses

Impairment of trade receivables (Note 14)
Expenses for demolution

Retirement benefit charge (Note 20)

Cost of goods, materials and scrap sold

Staff leaving indemnities

Impairment loss of Investment Property (Note 8)
Net movement in unused paid leave (Note 21)
Losses from sales of fixed assets

Expenses for canteen

Expenses pertaining to disposal of property, plant and equipment
Other

2016 2015
€000 €000
(284) (261)
(62) (53)
(39) (42)
(20) (20)
(20) (17)
(11) (10)
(28) (30)
(464) (433)
2016 2015
€000 €000
(1,384) (1,234)
(832) (1,067)
(656) (585)
(264) (270)
(204) (174)
(198) (207)
(168) (186)
(121) (120)
(113) (101)
(90) (105)
(48) (52)
(26) (25)
- ©)
(403) (316)
(4,507) (4,451)
2016 2015
€000 €000
(287) (344)
(148) (138)
(29) (20)
(22) (22)
(12) (17)
(10) (11)
(10) (10)
© -
(D) 2

- (12)

(35) (122)
(563) (698)
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4. Expenses and other revenues (continued)

4.5 Expenses by nature

2016 2015
€000 €000
Materials used and recognised as an expense (15,129) (17,094)
Hired services (11,637) (12,294)
Depreciation (Note 7) (5,685) (5.427)
Employee benefits expense (Note 4.6) (4,072) (3,734)
Change in work in progress and finished goods 1,685 652
Amortisation (Note 9) (60) (38)
Other (531 (561)
Total cost of sales, selling and distribution, administrative and other
expenses (35,429) (38,496)
4.6 Employee benefits expense
2016 2015
€000 €000
Wages and salaries (2,868) (2,638)
Social security costs (495) (468)
Retirement benefits (Note 20) 29) (20)
Other related expenses (680) (608)
(4,072) (3,734)
4.7 Other income
2016 2015
€000 €000
Electricity price subsidy 378 -
Sale of scrap and materials 257 17
Refund of excise 72 63
Sale of goods and rent of offices 56 30
Rendering of other services 34 74
Reversal of impairment of receivables (Note 14) 10 -
Profit on disposal of fixed assets - 132
Other 15 16
822 332
4.8 Finance income
2016 2015
€000 €000
Interest income from loans provided to related partics (Note 22) 121 162
Bank accounts 2 2
123 164
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4. Expenses and other revenues (continued)

4.9 Finance costs

Interest expenses:

Bank loans and overdrafts

Loans received from related parties (Note 22)
Discounted deferred receivables
Fee expense
Effect from discounting of restoration provision (Note 19)
Other finance costs (Note 20)
Foreign exchange losses, net

5. Income tax

The major components of income tax expense for the years ended 31 December 2016 and 2015 are:

Current income tax charge
Deferred tax income

Income tax expense reported in profit or loss

Income tax related to items that are charged or credited directly to equity:

Deferred tax income related to actuarial losses on retirement benefit
liability

Deferred tax charged directly to other comprehensive income

2016 2015
€000 €000
(139) (428)
- (n
(101) :
1) (107)
27) (1)
(10) (8
3 ®
(371) (584)
2016 2015
€000 €000
(173) (288)
110 17
(63) 271)
2016 2015
€000 €000
3 8

3 8

In 2016 the nominal statutory tax rate is 10% (2015: 10%). For 2017 it remains unchanged.

Reconciliation between income tax expense and the product of accounting profit multiplied by the statutory tax rate

for the years ended 31 December 2016 and 2015 are:

Accounting profit before income tax

Income tax expense at statutory tax rate of 10% for 2016 (2015: 10%)
Expenses not deductible for tax purposes

Income tax expense

2016 2015
€000 €000
465 2,644
@7) (264)
(16) (N
(63) Q71)
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5. Income tax (continued)

As per the provisions of Bulgarian Corporate Income Tax Act (CITA) any taxable person is eligible to income tax
relief up to 100% of the income tax for the fiscal year, only if the following requirements are simultaneously met:

e the taxable person carries out manufacturing activities solely in municipalities where the rate of unemployment for
the year preceding the current year is by 35% or more higher than the average for Bulgaria for the same period;

e additional requirements, the most important of which are as follows:

the income tax holiday should be invested in property, plant and equipment and intangible assets, part of an
initial capital expenditure plan;

the initial investment (i.e. qualifying capital expenditure projects) should be made within four years
following the beginning of the year for which the income tax relief is claimed;

the initial investment must be made in municipalities where the rate of unemployment for the year of tax
holiday claim is by 35% or more higher than the average for Bulgaria for the same period;

the activity, related to the initial investment, should continue to be performed in the respective municipality
for a period of at least five years after the year of completion of the initial investment; this circumstance
shall be declared annually in the annual tax returns until the lapse of a five-year period;

at least 25% of the value of the property, plant and equipment and intangible assets, forming part of the
initial investment, should be self-financed or debt-financed by the taxable person;

the income tax relief should not exceed 50% of the present value of the property, plant and equipment,
included in the initial investment plan, determined as at 31 December of the year of the tax holiday.

As of 31 December 2016 the Company considers that it is eligible for the following tax relieves as all the above
mentioned requirements of CITA are considered satisfied:

- EUR 4,010 thousand related to qualifying capital expenditure project "Vertical Cement Mill" (with total

budgeted amount of EUR 10,000 thousand) declared in 2007 annual tax return. This tax relief was recognised
as a reduction of current income tax expense in the separate statement of comprehensive income for the
financial year 2008.

- EUR 1,331 thousand related to qualifying capital expenditure project "Raw Material silos" (with total

budgeted amount of EUR 3,000 thousand) which was declared in 2008 annual tax return. This tax relief was
recognised as a reduction of current income tax expense in the separate statement of comprehensive income
for the financial year 2008.

- EUR 141 thousand related to qualifying capital expenditure project "Tyres feeding installation for Kiln 5"

(with total budgeted amount of EUR 300 thousand) which was declared in 2009 annual tax return. This tax
reliefl was recognised as a reduction of current income tax expense in the separate statement of
comprehensive income for the financial year 2009,
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5. Income tax (continued)

- EUR 2,309 thousand related to qualifying capital expenditure project "RDF Installation” (with total budgeted
amount of EUR 4,793 thousand) which was declared in 2010 annual tax return. This tax relief was
recognized as a reduction of current income tax expense in the separate statement of comprehensive income
for the financial year 2010 and 2011.

- EUR 491 thousand related to qualifying capital expenditure project SNCR (the selective noncatalytic
reduction) installation that is carried out in 2013 and 2014 with total budgeted amount of EUR 1,000
thousand. This tax relief was recognised as a reduction of current income tax expense in the separate
statement of comprehensive income for the financial year 2012.

Deferred income tax at 31 December 2016 and 31 December 2015 relates to the following:

Other Comprehensive

.Balance Sheet Profit or loss for the year Income
2016 2015 2016 2015 2016 2015
€000 €000 €000 €000 €000 €000
Deferred tax liability
Accelerated depreciation for
tax purposes 1,101 1,188 87 3 - -
1,101 1,188
Deferred tax asset
Unused leave allowance (12) (11) 1 1 - -
Restoration provision (229) (226) 3 3 - -
Retirement benefits 4D (35) 3 I 3 8
Impairment of receivables (140) (124) 16 16 -
Impairment loss to fair value
less costs to sell - - - (7 - -
(422) (396)
Deferred tax
income/(expense) 110 17 3 8
Deferred tax liability, net 679 792

Reconciliation of deferred tax liability:

2016 2015
€000 €000
Opening balance as of 1 January 792 817
Tax income during the period, recognized in profit or loss (110) 17)
Tax income during the period, recognized in other comprehensive income 3) (8)
Closing balance as of 31 December 679 792
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5. Income tax (continued)

2016 2015
€000 €000
Deferred tax asset
Deferred tax asset to be recovered after more than 12 months (270) (261)
Deferred tax asset to be recovered within 12 months (152) (135)
422) (396)
Deferred tax liability
Deferred tax liability to be recovered after more than 12 months 1,101 1,188
1,101 1,188
Deferred tax liabilities (net) 679 792

6. 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 2016 and 31 December 2015

Fair value measurement using

Significant
Quoted prices Significant unobser-
in active observable vable
Date of markets inputs inputs
valuation Total (Level 1) (Level 2) (Level 3)
€000 €000 €000 €000
Assets for which fair values are
disclosed:
Loans and receivables (Note 22)
Floating loans to related parties 31.12.2016 4,627 - 4,627
Floating loans to related parties 31.12.2015 4,641 - 4,641 -
Fixed rate loans to related parties 31.12.2016 83 - - 83
Fixed rate loans to related parties 31.12.2015 77 - - 77
Investment properties (Note 8)
Retail property 31.12.2016 719 - - 719
Retail property 31.12.2015 806 - - 806
Assets held for sale measured at lower
of carrying amount and fair value less
costs to sell (Note 12)
Land 31.12.2016 - - - -
Land 31.12.2015 2 - - 2
Residential appartments 31.12.2016 - - - -
Residential appartments 31.12.2015 200 - - 200

Liabilities for which fair values are

disclosed:

Interest-bearing loans
Floating rate loans (Note 18) 31.12.2016 15,426 - 15,426 -
Floating rate loans (Note 18) 31.12.2015 11,588 - 11,588 -
Floating rate loans from related 31.12.2016 13 - 13 -
Floating rate loans from related 31.12.2015 16 - 16 -

There have been no transfers between Level 1 and Level 2 during the period.
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7. Property, plant and equipment

Furniture Assets
Land and  Plant and and under
buildings machinery Vehicles fittings  construction Taotal

€000 €000 €000 €000 €000 €000
Cost:
At 1 January 2015 20,680 91,205 2,337 1,374 13,049 128,645
Additions 5 - - 1 5,619 5,625
Transfers 912 2,351 102 (3,365)
Transfers from Inventory - - - 95 95
Transfers to Investment Property
(Note 8) - - - (10) (10)
Transfers to intangibles (Note 9) - - - (98) (98)
Disposals (233) (4,199) (953) 9) (1,514) (6,908)
At 31 December 2015 21,364 89,357 1,384 1,468 13,776 127,349
At 1 January 2016 21,364 89,357 1,384 1,468 13,776 127,349
Additions 11 - - - 4,921 4,932
Transfers 1,646 13,632 52 82 (15,412) -
Transfers to intangibles (Note 9) - - - 47) 47)
Disposals - (855) (34) - (889)
At 31 December 2016 23,021 102,134 1,436 1,516 3,238 131,345
Depreciation:
At 1 January 2015 6,010 50,435 2,148 1,194 - 59,787
Depreciation charge for the year 753 4,535 77 62 - 5,427
Disposals (203) (3,618) (924) (9) - (4,754)
At 31 December 2015 6,560 51,352 1,301 1,247 - 60,460
At 1 January 2016 6,560 51,352 1,301 1,247 - 60,460
Depreciation charge for the year 806 4,784 19 76 - 5,685
Disposals - (846) - (34) - (880)
At 31 December 2016 7,366 55,290 1,320 1,289 - 65,265
Net book value:
At 1 January 2015 14,670 40,770 189 180 13,049 68,858
At 31 December 2015 14,804 38,005 83 221 13,776 66,389
At 31 December 2016 15,655 46,844 116 227 3,238 66,080

As at 31 December 2016 major spare parts of EUR 1,589 thousand (2015: EUR 1,612 thousand) are included in Plant

and Machinery. They are not available for use and therefore not depreciated.

Assets under construction

Assets under construction relate to major capital projects as Chlorine bypass, RK4 1% station and others.
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7. Property, plant and equipment (continued)

Borrowing costs
As at 31 December 2016 borrowing costs of EUR 263 thousand (2015: EUR 0 thousand) were capitalized in the costs

of qualifying assets.

Impairment of property, plant and equipment

Based on the review of the tangible fixed assets, the Company’s management has not found indicators that the book
value of the assets exceed their recoverable amount. Therefore, no impairment of property, plant and equipment has
been recognized at 31 December 2016 (31 December 2015: Nil).

8. Investment property

2016 2015

€000 €000
At 1 January 806 61
Loss from measurement at fair value (Note 4.4) (10) an
Additions - 31
Disposals 77 -
Transfer from assets held for sale (Note 12) - 715
Transfers from PPE (Note 7) - 10
Closing balance at the period end 719 806

As of 31 December 2016 a fair valuation of the investment property is made by an independent appraiser based on
market comparables method. Based on the valuation made by the appraiser, the carrying amount of the investment
property is equal to its fair value and therefore no change in the fair value is recognized in the profit or loss for the

year.

The fair values of the properties are measured with the market comparables method by using observable offer prices
of three comparable properties. The prices are significantly adjusted to reflect the location, usage, size and condition
of the valued properties. Also the appraiser has offered an adjustment for offer discount in the used offers in order to
reflect the difference between the offers and the actual prices of the deals. The measurement of the fair values is
performed with effective date 31 December 2016.

Description of valuation techniques and key inputs used to determine the fair value as at 31 December 2016

Range (weighted

Valuation technique Significant unobservable inputs average)
Land Estimated value per sq. m. on the basis of ask €100 -€ 105
Market Comparables  prices for comparable properties
Method Ask price discount 10%-13%
Retail Estimated value per sq. m. on the basis of ask €714 - € 1,062
properties Market Comparables  prices for comparable properties
Method
Ask price discount 17%-30%
Residential Market Comparables Estimated value per sq. m. per month on the basis €178 - €1231
apartments Method of ask prices for comparable properties
Ask price discount 5% - 40%
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8. Investment property (continued)

Description of valuation techniques and key inputs used to determine the fair value as at 31 December 2015

Valuation technique

Land
Market Comparables
Method

Retail

propertics Market Comparables
Method

Residential Market Comparables

apartments Method/ Depreciated

replacement cost/
Capitalisation of
income method

9. Intangible assets

Cost:
At 1 January 2015

Significant unobservable inputs
Estimated value per sq. m. on the basis of ask
prices for comparable properties
Ask price discount

Range (weighted
average)
€112-€200

10%-20%

Transfer from assets under construction (Note 7) - -

At 31 December 2015

At 1 January 2016
Disposals

Transfer from assets under construction (Note 7) - -

At 31 December 2016

Amortisation and impairment:
At 1 January 2015

Amortisation charge for the year
At 31 December 2015

At 1 January 2016

Amortisation charge for the year
Disposals

At 31 December 2016

Net book value:

At 1 January 2015
At 31 December 2015
At 31 December 2016

Estimated value per sq. m. on the basis of ask €688 -€1,188
prices for comparable properties
Ask price discount 5%
Estimated value per sq. m. per month on the basis €278 - €899
of ask prices for comparable properties
Ask price discount 5% -15%
Concession Computer
rights Licences software Total
€000 €000 €000 €000
41 112 243 396
98 98
41 112 341 494
41 112 341 494
(40) (40)
47 47
41 112 348 501
35 69 173 277
222 14 38
37 91 187 315
37 91 187 315
2 21 37 60
4 - (40) (40)
39 112 184 335
6 43 70 119
4 21 154 179
2 B 164 166
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9. Intangible assets (continued)

Impairment of intangible assets

The Company has carried out a review for existence of impairment indicators at 31 December 2016. No indicators
have been found that the carrying amount of the intangible assets exceeds their recoverable amount and therefore, no
impairment loss has been recognised in the separate financial statements.

10. Investments

10.1 Investments in subsidiaries

% Equity interest

Country of

incorporation 2016 2015
Zlatna Panega Beton EOOD Bulgaria 100% 100%
Gravel and Sand Pits — Bulgaria EAD Bulgaria 100% 100%

The investments in subsidiaries are measured at cost as follows:
2016 2015
€000 €000
Zlatna Panega Beton EOOD 8,421 8,421
Gravel and Sand Pits Bulgaria EAD 69 69
8,490 8,490

The shares in subsidiaries do not have a quoted market price in an active market and their fair value cannot be reliably
measured.

10.2 Available-for-sale investment

The Company has a 9% participation in Granitoid AD, the majority shareholder of which is REA Cement Limited.
Granitoid AD is a joint stock company, incorporated in Bulgaria. The equity shares are measured at cost because they
do not have a quoted market price in an active market. Transactions for sales and purchases of shares are made over
the counter at prices negotiated through financial intermediaries. In 2013 Zlatna Panega Cement AD increased its
participation in Granitoid AD through purchase of 552 shares for the amount of EUR 3 thousand. The cost of the
available-for-sale investment is EUR 24 thousand as of 31 December 2016 and 31 December 2015.

11. Other financial assets

In accordance with the quarry concession agreement, the Company is obliged to maintain a deposit equal to 10% of
the amount of the average three-month excavated material, during the concession period (20 years). As of 31
December 2016 the amount deposited and restricted for this purpose is EUR 112 thousand (31 December 2015: EUR
102 thousand). It eamns interest at 2.481% per annum.

12. Non-current assets held for sale

2016 2015

€000 €000
At 1 January 202 966
Additions - 38
Disposals (202) (87)
Transfer to investment property (Note 8) - (715)
At 31 December B 202
Non-current assets held for sale measured at
fair value less cost to sell - 202

As of 31 December 2016 the non-current assets held for sale comprising a house in Pirin Golf Holiday Club in Razlog
were sold.
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13. Inventories

Spare parts

Work in progress
Raw materials
Finished goods
Packaging materials

14. Trade and other receivables

Short - term trade receivables
Receivables under court procedure
Less: Provision for impairment
Short - term trade receivables, net
VAT receivable

Electricity subsidy receivable

Other receivables

Total short — term trade and other receivables, net

2016 2015
€000 €000
5,839 5,020
2,737 1,330
1,090 665

681 434
487 352

10,834 7,801

2016 2015
€000 €000
2,905 3,219
2,172 2,357

(1,304) (1,240)
3,773 4,336

147 252
1,165 .
168 136
5,253 4,724

Trade receivables are non-interest bearing and are generally on 0-75 days terms.
From the trade and other receivables EUR 64 thousands are denominated in EUR (31 December 2015: EUR 339).

All other receivables are denominated in BGN,

As at 31 December 2016, trade receivables at nominal value of EUR 1,667 thousand (31 December 2015: EUR 1,723
thousand) were impaired following receivable collectability analysis performed by the Company’s management. The
value of the collateral approximates the carrying value of the court receivables that are not impaired.

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

2016 2015
€000 €000
At 1 January 1,240 1,075
Charge for the period (Note 4.4) 287 344
Utilized (213) (179)
Unused amounts reversed (Note 4.7) (10) -
At 31 December 1,304 1,240
The ageing analysis of trade receivables is as follows:
Past due but not impaired

Neither past due <30 31-60 61-90 91-120 >120

Total nor impaired days days days days days
€000 €000 €000 €000 €000 €000 €000
31 December 2016 2,905 922 826 376 143 291 347
31 December 2015 3,219 1,333 1,000 198 60 113 515
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15. Prepayments

2016 2015

€000 €000

Prepayments to third parties 54 167

54 167

16. Cash and cash equivalents

2016 2015
€000 €000
Cash at bank (investment grade banks) 96 139
Cash in hand 7 5
103 144

Cash at bank eamns interest at floating rates based on daily bank deposit rates. As of 31 December 2016 the fair value

of cash and cash equivalents is EUR 103 thousand (31 December 2015: EUR 144 thousand).

Cash and cash equivalents are denominated in the following currencies:

2016 2015
€000 €000
BGN 94 126
EUR 7 8
UsSD 2 10
103 144
17. Issued capital and reserves
17.1 Issued capital
2016 2015
€000 €000
Ordinary shares of EUR 0.51 each, as per court registration 16,450 16,450
Hyperinflation adjustment 12,152 12,152
28,602 28,602

In the period 1990-1997 the Bulgarian economy has experienced hyperinflation. According to IAS 29 Financial
Reporting in Hyperinflationary Economies in such circumstances the Company has to hyper-inflate the amounts in its
financial statements and to use them as a basis for the carrying amounts in its subsequent financial statements. The
amount of EUR 12,152 thousand represents the effect of hyperinflation in the share capital from its nominal and
legally registered value of EUR 16,450 thousand to EUR 28,602 thousand. The hyperinflation is performed using the
movement in the exchange rate between Bulgarian Lev and German Mark (DEM) as the most representative and

reasonable measure of inflation during that period.

Number of ordinary Authorised

shares (thousands) capital

At 1 January 2015 32,173 16,450
At 1 January 2016 32,173 16,450
At 31 December 2016 32,173 16,450

All ordinary shares issued were fully paid.
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17. Issued capital and reserves (continued)

17.2 Reserves

Legal reserve

Legal reserves are formed as per article 246 of the Bulgarian Commercial Act stipulating reserve requirements for
joint stock companies such as Zlatna Panega Cement AD. Legal reserves are required to equal one-tenth of the
authorized capital. The source of the legal reserves comes from not less than one-tenth of earnings, premiums on share
or debenture issues and other sources established by the articles of association of a company or the general meeting of
its shareholders. The legal reserves can only be used to offset current year and prior year losses.

18. Interest-bearing loans from banks

Interest
rate % Maturity 2016 2015
Current €000 €000
(1) Overdraft facility with limit of IM Sofibor 28 February
BGN 10,000 thousand + spread 2017 2,538 290
(2) Long-term bullet loan with total
limit of BGN 18,000 thousand for
working capital needs and capital 1M Sofibor 28 February
expenditure: short-term portion + spread 2017 1,534 1,534
IM Sofibor 31 August
+ spread 2017 1,534 1,534
Interest payable on loans - -
Outstanding balance of credit cards,
repayable on 16.01.2017
5 3
5,611 3,361
Interest
rate % Maturity 2016 2015
Non-Current €000 €000
(1) Overdraft facility with limit of IM Sofibor 28 February
BGN 9,000 thousand + spread 2019 3,328 507
(2) Revolving credit facility with total IM Sofibor 31 December
limit of BGN 10,757 thousand + spread 2018 1,885 50
(3) Long-term bullet loan with total
limit of BGN 18,000 thousand for
working capital needs and capital IM Sofibor 15 January
expenditure: long-term portion + spread 2018 4,602 7,670
9,815 8,227

Interest-bearing loans are secured by Corporate Guarantee issued by Titan Cement S.A.

As at 31 December 2016, the Company has available EUR 15,426 thousand (31 December 2015: EUR 1 1,588
thousand) of undrawn committed borrowing facilities in respect of which all precedent conditions had been met.

As part of the loans conditions of the short-term loans are included certain covenants based on the consolidated
audited financial statements of Titan Cement Co SA, Greece and separate financial statements of Zlatna Panega
Cement AD. As of 31 December 2016 Titan Cement Co S.A. is in compliance with all covenants. All covenants based
on the separate financial statements of Zlatna Panega Cement AD are fully met.
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19. Restoration provision

2016 2015
€000 €000
At 1 January 2,259 2,228
Arising during t he year 3 -
Unwinding of discount (Note 4.9) 27 31
At 31 December 2,289 2,259

A provision has been recognized for restoration costs, associated with the quarry concession agreement, under which

the Company is obliged to restore the surface of the quarry upon the cessation of its use.

20. Retirement benefits

The Company performs actuarial assessment of the retirement benefit obligation once a year as part of the annual

financial statement close procedures.

The following tables summarise the components of net benefits expense recognised in the statement of comprehensive

income and amounts recognised in the balance sheet for the retirement benefit plan,

Net benefits expense

2016 2015

€000 €000
Current service cost (Note 4.4) 29 20
Interest cost (Note 4.9) 10 8
Net benefit expense recognised in the statement of other comprehensive
income 39 28
Actuarial losses recognized in other comprehensive income 31 (79)
Benefit liability

2016 2015

€000 €000
Present value of retirement benefit obligation 415 356
Benefit liability recognized in the balance sheet 415 356

41




ZLATNA PANEGA CEMENT AD

NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 December 2016

All amounts are in EUR thousand unless otherwise stated

20. Retirement benefits (continued)

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

2016 2015

€000 €000
Retirement benefit obligation at 1 January 356 267
Interest cost 10 8
Current service cost 29 20
Benefits paid an (18)
Actuarial losses on obligation 31 79
Retirement benefit obligation at 31 December 415 356

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

2016 2015
Discount rate 3.0% 3.0%
Future salary increases 2.0% 2.0%
Staff turnover 0-12 % 0-12 %

A quantitative sensitivity aﬁalysis for significant assumptions as at 31 December 2016 is as shown below:

Assumptions Discount rate Future salary increases Staff turnover
0.25% 0.25% 1% 1% 1% 1%
Sensitivity Level increase decrease increase decrease increase decrease

EUR ‘000 EUR 000 EUR ‘000 EUR ‘000 EUR ‘000 EUR ‘000

Impact on the defined benefit
obligation (1D 10 40 (45) (42) 40

The 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 undiscounted payments are expected contributions to be made in the future years out of the defined

benefit plan obligation:

2016 2015

€000 €000
Within the next 12 months 12 2
Between 2 and 5 years 142 144
Between 6 and 10 years 235 216
Beyond 10 years 2,401 2,345
Total expected payments 2,790 2,707

The average duration of the defined benefit plan obligation at the end of the reporting period is 17 years (2015:

years).

17
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21. Trade and other payables

2016 2015

€000 €000

Trade payables from domestic suppliers 2,593 4,093
Trade payables from foreign suppliers 1,981 882
Trade payables 4,574 4,975
Customer prepayments and other accruals 230 175
Unused paid leave 117 107
Other taxes 83 61
Social security 53 51
Insurance premium payable 39 190
Payroll taxes 25 28
Other payables 118 140
5,239 5,727

Terms and conditions of the financial liabilities, set out in the tables above, are as follows:
®  Trade payables are non-interest bearing and are normally settled on 1-90 day terms;
e Tax payables are non-interest bearing and are settled according to the legal deadlines;
e  Other payables are non-interest bearing and have an average term of 15 days.

22. Related party disclosures

The Ultimate parent

The Ultimate parent of the Company is Titan Cement Company S.A., incorporated in Greece, a company listed on the
Athens Stock Exchange.

Entity with controlling interest in the Company
The Company is controlled by REA Cement Limited, Cyprus, holding 99.99% of its shares. The remaining 0.01% of
the shares is held by individuals of the State of Bulgaria.

Subsidiaries
Zlatna Panega Beton EOOD and Gravel and Sand Pits — Bulgaria EAD (“GSPB™) are wholly-owned subsidiaries of
the Company. Zlatna Panega Cement AD has also control over Double V Co, Ruse, Bulgaria, which is wholly owned

by GSPB.

Associates

Zlatna Panega Cement AD has a significant influence over Holecim Karierni Materiali AD, with interest of 48.77%
and in Holcim Karierni Materiali Plovdiv AD, with interest 48.72% through its wholly-owned subsidiary Gravel and
Sand Pits — Bulgaria EAD. During 2010 Holcim Karierni Materiali AD acquired 100% of Vris EOOD. As a result of
the transaction, Zlatna Panega Cement has a significant influence with interest of 48.77% in Vris EOOD, through its
subsidiary Gravel and Sand Pits — Bulgaria EAD.

Other related parties

Granitoid AD, Cementarnica Usje AD, Adocim Marmara Beton, Adocim Marmara Cimento, GAEA — Green
Alternative Energy Assets EAD, ANTEA Cement Sh.A. and Zlatna Panega Cement AD are related parties because
they are under the common control of Titan Cement Company S.A. (the ultimate parent).

The following table provides the total amount of transactions, which have been entered into with related parties during

the year ended 31 December 2016 and 31 December 2015 as well as balances with related parties as of 31 December
2016 and 31 December 2015:

43



ZLATNA PANEGA CEMENT AD

NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2016

All amounts are in EUR thousand unless otherwise stated

22, Related party disclosures (continued)

In respect of sales / purchases from
related parties

Ultimate parent company
Titan Cement Company S.A.
Titan Cement Company S.A.

Subsidiaries
Zlatna Panega Beton EOQD
Zlatna Panega Beton EOOD

Other related parties
Cementarnica Usje AD
Cementarica Usje AD
Adocim Cimento Beton
Adocim Cimento Beton
Adocim Marmara Cimento
Adocim Viamersta Bhtoanto
Ao GmentoRetaktive Energy
Assets EAD

GAEA — Green Alternative Energy
Assets EAD
ANTEA Cement Sh. A.

ANTEA Cement Sh. A,

2016
2015

2016
2015

2016
2015
2016
2015
2016
2015

2016

2015
2016

2015
2016
2015

Purchases Amounts Amounts
Sales to from due from due to
related related related related
parties parties parties parties
€000 €000 €000 €000
- 832 - 143
- 1,110 - 1,074
2,726 27 7,672 -
4,462 27 7,127 -
51 - - =
30 - 2 -
696 -

611 - - .

336 - -
10 455 - 221
8 374 - 107
7,672 364
7,129 1,181

The receivables from related parties are not past due, as they are payable on demand. The receivables aged more than
one year are amounting to EUR 4,106 thousand as at 31 December 2016 (31 December 2015: EUR 1,562 thousand).
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22. Related party disclosures (continued)

Amounts
due from  Amounts owed
Interest Interest related to related
income expense ____parties parties
€000 €000 €000 €000
In respect of loans from / to related
parties
Subsidiaries
Zlatna Panega Beton EOOD 2016 119 - 4,627 -
Zlatna Panega Beton EQOD 2015 160 - 4,641 -
Other related parties
Granitoid AD 2016 2 - 83
Granitoid AD 2015 2 - 77
GAEA — Green Alternative Energy
Assets EAD 2016 - - - 13
GAEA - Green Alternative Energy
Assets EAD 2015 - 1 - 16
2016 4,710 13
2015 4,718 16

As at 31 December 2016 included in the amounts due from related parties in respect of loans granted is interest
receivable from Granitoid at the respective amount of EUR 9 thousand (31 December 2015: EUR § thousand).

As at 31 December 2016 included in the amounts owed from related parties in respect of loans granted is interest
receivable from Zlatna Panega Beton EOOD at the respective amount of EUR 9 thousand (December 2015: EUR 22
thousand).

Loans due from related parties

Zlatna Panega Beton EOOD

In September 2013 Zlatna Panega Cement signed an agreement for substitution of bank debt obligations, whereas
Zlatna Panega Cement substituted Zlatna Panega Beton (the initial borrower) in all its obligations and rights toward
the bank. In September 2013 Zlatna Panega Cement granted a loan to Zlatna Panega Beton EQOD at the total limit of
EUR 5,113 thousand. Interest is charged at IM Sofibor rate plus spread. The intercompany loan is intended to finance
the working capital needs of Zlatna Panega Beton EOOD. The loan is unsecured and is repayable on 31 December
2016. During the year the Company received principal repayment of EUR 0 thousand (2015: 0 thousand), interest
repayment of EUR 133 thousand (2015: 151 thousand) and new grants made of EUR 0 thousand.

Granitoid AD

As at 31 December 2016 Zlatna Panega Cement AD has loaned to Granitoid AD the amount of EUR 74 thousand
(2015: EUR 70 thousand). The intercompany loan is intended to finance the working capital needs of Granitoid.
During the year the Company made new grants of EUR 4 thousand. The loan is unsecured and is repayable in April
2017. Interest is charged at 1M Sofibor rate plus spread of 2.6%.

Loans owed to related parties

GAEA — Green Alternative Energy Assets EAD

As of 31 December 2016 the Company has obtained a loan from GAEA — Green Alternative Energy Assets EAD at
the total amount of EUR 13 thousand (31 December 2015: EUR 13 thousand). The intercompany loan is intended to
finance the working capital needs of Zlatna Panega Cement AD. The loan is unsecured and is repayable until 13
November 2017. Interest is charged at interest rate of 1 M Sofibor rate plus spread of 2.9%,
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22, 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 period end are
unsecured, interest free (except for loans) and settlement occurs in cash. Except as disclosed in Note 24, there have
been no guarantees provided or received for any related party receivables or payables. For the year ended 31
December 2016, the Company has not recorded any impairment of receivables relating to amounts owed from related
parties (2014: Nil). This assessment is undertaken each financial period by examining the financial position of the
related party and the market in which the related party operates.

Compensation of key management personnel

2016 2015

€000 €000

Remuneration 175 165
175 165

23. Dividends distributed

During the year ended 31 December 2016 the General Meeting of Shareholders voted not to distribute any dividends
(during 2015: EUR Nil).

24. Commitments and contingencies

2016 2015
€000 €000
Capital commitments 238 256
Letter of credit 20 -
Promissory Note to banks and leasing companies - 55

Capital commitments
At 31 December 2016 the Company has capital commitments of EUR 238 thousand (31 December 2015: EUR 256

thousand) related to the completion of capital projects including: Clinker B silo, Chlorine bypass, Personnel elevator
at RM silo.

Legal claims

No significant legal claims are foreseen by the management of the Company.
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24. Commitments and contingencies (continued)

Bank guarantees
As at 31 December 2016 the Company provided a total EUR 389 thousand of bank guarantees (2015: EUR 209
thousand).
Other
The Company was last audited by the tax authorities for compliance with the following tax laws:
®  Corporate income tax — until 31 December 2009;
e VAT —until 31 October 2010;
®  Personal income tax — until 31 December 2008:
e Social security contributions — until 30 June 2009;
e Local taxes and fees — until 31 December 2004;

e Holiday tax — period 2007-2012.

Bulgarian tax legislation is subject to varying interpretations and constant changes. Furthermore, the interpretations of
tax authorities as applied to the transactions and activity of the Company may not coincide with that of the
management. As a result tax authorities may challenge the way of calculating tax losses carried forward as well as
assess additional taxes, penalties and interest, which can be significant.

The directors do not believe that, as of 31 December 2016, any material matters exist relating to the evolving
fiscal and regulatory environment in the country, which would require adjustment to the accompanying financial
statements.

Operating lease 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 contracts. There are no restrictions placed upon
the lessee by entering into these leases.

Future minimum rentals payable under non-cancellable operating lcases as of 31 December 2016 and
31 December 2015 are as follows:

2016 2015

€000 €000

Within one year 144 131
After one year but not more than five years 268 106
412 237

25. Financial risk management objectives and policies

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

The main risks arising from the Company’s financial instruments are cash flow interest rate risk, liquidity risk, foreign
currency risk and credit risk. The management reviews and agrees policies for managing each of these risks which are
summarised 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
and long-term debt obligations with floating interest rates. The Company’s policy is to manage its interest cost
through continuous negotiations with financial institutions (banks) aimed at achieving the most favourable terms and
conditions that are on offer.
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25. Financial risk management objectives and policies (continued)

Interest rate 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 profit before tax (through the impact on the floating rate borrowings).

There is no impact on the Company’s equity.

Increase/decrease Effect on profit
in basis points before tax
€000 €000
2016
Loans in BGN +200 (230)
Loans in BGN -100 115
2015
Loans in BGN +200 (312)
Loans in BGN -100 166
Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash, availability of funding through an adequate
amount of committed credit facilities. Due to the dynamic nature of the underlying businesses, the Company aims at

maintaining flexibility in funding by keeping committed credit lines available.

The table below summarises the maturity profile of the Company’s financial liabilities as based on contractual

undiscounted payments.

As of 31 December 2016
On Less than 3to12 1to5
demand 3 months months years > 5 years Total
€000 €000 €000 €000 €000 €000
Interest bearing loans - 4,160 1,759 10,141 - 16,060
Trade payables - 4,574 - . 4,574
Other payables - 120 . - - 120
Payables to related parties - 377 - - - 377
Bank guarantees = 389 - - - 389
- 9,620 1,759 10,141 - 21,520
As of 31 December 2015
On Less than 3to12 1to5

demand 3 months months years > 5 years Total
€000 €000 €000 €000 €000 €000
Interest bearing loans - 1,928 1,818 8,880 - 12,626
Trade payables - 4,975 - - - 4,975
Other payables - 140 - - - 140
Payables to related parties - 1,197 - - - 1,197
Bank guarantees - 195 14 - 209
- 8,435 1,832 3,880 - 19,147
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25. Financial risk management objectives and policies (continued)

Foreign exchange risk

The Company’s exposure to foreign currency risk is minimal due to the fact that the majority of foreign currency
transactions relating to purchases are denominated in euro, which is currently pegged at BGN 1.95583 for 1 EUR.

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. The maximum exposure is the carrying amount as disclosed in Note 15. There are no
significant concentrations of credit risk within the Company.

With respect to credit risk arising from the other financial assets of the Company, which comprise cash and cash
equivalents, available-for-sale financial investments and other financial assets (non-current), receivables from related
parties the Company’s exposure to credit risk arises from default of the counterparty, with a maximum exposure equal
to the carrying amount of these instruments.

Capital management

The primary objective of the Company’s capital management is to ensure that it maintains a strong credit rating and
healthy capital ratios in order to support its business as a going concern and to maximise shareholder 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 shareholders, return
capital to shareholders or issue new shares, following the shareholders’ approval. No changes were made in the
objectives, policies or processes during the period ended 31 December 2016 and 31 December 2015,

The Company monitors its equity capital using gearing ratio and earnings before interest, tax, depreciation and
amortization (EBITDA) for the period. On the basis of the rules and principles followed consistently by Titan Group
in this respect, gearing ratio and EBITDA is as follows:

31 December 31 December
2016 2015
Total borrowings (note 18) 15,426 11,588
Less: cash and cash equivalents (note 16) (103) (144)
Net debt 15,323 11,444
Total equity 79,772 79,398
Total capital 95,095 90,842
Gearing ratio 16.11% 12.60%
2016 2015
€000 €000
EBITDA 6,458 8,529

The structure and management of debt capital is determined at TITAN Group level.
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26. Fair value of financial instruments

Set out below is a comparison by class of carrying amounts and fair values of all of the Company’s financial
instruments that are carried in the separate financial statements:

Carrying amount Fair value

2016 2015 2016 2015

€000 €000 €000 €000
Financial assets
Loans and receivables
Trade receivables 5,106 4472 5,106 4,472
Receivables from related parties 7,672 7,129 7,672 7,129
Loans to related parties 4710 4,718 4,710 4,718
Other financial assets 112 102 112 102
Cash and cash equivalents 103 144 103 144
Available for sale invesiment 24 24 24 24
Financial liabilities
Financial assets measured at amortized cost
Interest bearing loans and borrowings 15,426 11,588 15,426 11,588
Trade payables 4,574 4,975 4,574 4,975
Other payables 118 140 118 140
Payables to related parties 364 1,181 364 1,181
Loans from related parties 13 16 13 16

The fair value of the financial assets and liabilities is included at 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:
¢ Cash and cash equivalents, trade receivables, trade payables, and other current assets and liabilities
approximate their carrying amounts due to the short-term maturities of these instruments;
¢ Other non-current financial assets represent a deposit restricted in accordance with the quarry concession
agreement. As of 31 December 2016 and 31 December 2015 the carrying amount of these assets was not
materially different from their fair value.
¢ The fair value of fixed-rate and variable-rate interest bearing 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 value. The own non-performance risk as of 31 December 2016 and 31 December
2015 was assessed to be insignificant.

27. Events after the reporting date

On 10 October 2016 an agreement was concluded between Zlatna Panega Cement AD and Zlatna Panega Beton
EOOD that the two entities will merge, where Zlatna Panega Cement AD is the acquiring entity and Zlatna Panega
Beton EOOD discontinued its existence.

The merger of Zlatna Panega Cement AD and Zlatna Panega Beton EOOD has been registered by Registration
Agency on 4 January 2017.
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