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INDEPENDENT AUDITORS’ REPORT ON THE SPECIAL PURPOSE FINANCIAL
STATEMENTS

To the Board of Directors of CEMENTARNICA “USJE” AD - Skopje

We have audited the accompanying special purpose financial statements of Cementarnica USJE
A.D. Skopje (“the Company™), which comprise the statement of financial position as at
31 December 2014, and the statement of comprehensive income, statement of changes in equity and
statement of cash flows for the year then ended, and a summary of significant accounting policies and
other explanatory information. The special purpose financial statements have been prepared solely to
enable ultimate parent Titan Cement Company S.A. to prepare its consolidated financial statements for
the year ended 31 December 2014 in accordance with International Financial Reporting Standards (IFRS)
as adopted for use in the European Union (EU).

Management's Responsibility for the Special Purpose Financial Statements

Management is responsible for the preparation of these special purpose financial statements in accordance
with those requirements of IFRS, as adopted for use in the EU relevant for the preparation of such
financial statements, and for such internal control as management determines is necessary to enable the
preparation of special purpose financial statements that are free from material misstatement, whether due
to fraud or error.

Auditors’ Responsibility

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

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

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

In our opinion, the special purpose financial statements of the Company for the year ended 31 December
2014 are prepared, in all material respects, in accordance with those requirements of IFRS as adopted for
use in the EU relevant to the preparation of such statements.

Restriction on Distribution and Use

The special purpose financial statements have been prepared for purposes of providing information to
Titan Cement Company S.A. to enable it to prepare its consolidated financial statements for the year
ended 31 December 2014. As a result, the special purpose financial may not be suitable for another
purpose. Our report is intended solely for the information and use of the Company’s management and
ultimate parent in conjunction with the preparation and audit of the consolidated financial statements of
Titan Cement Company S.A. - Greece for the year ended 31 December 2014 and should not be used by or
distributed to-anyene for any other purpose.
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STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2014

2014 2013

Notes MKD'000 MKD’ 000
Sales 3a 3.241.336 3.309.976
Other revenue 3b 726.413 605.727
Cost of sales 3c (2.054.874) (2.148.854)
Gross profit 1.912.875 1.766.849
Other operating income 3d 37.138 41.900
Other operating expenses e (44.705) (37.557)
Selling and marketing expenses 3f (22.194) (25.897)
Administrative expenses 3g (99.245) (83.341)
Depreciation 5 (209.305) (216.171)
Operating profit 1.574.564 1.445.783
Finance income 52.334 47.085
Finance expenses (2.405) (4.249)
Net finance income 3h 49.929 42.836
Profit before tax 1.624.493 1.488.619
Income tax expense 4 (166.915) (3.932)
Profit for the year 1.457.578 1.484.687
Other comprehensive income
Other comprehensive income not to be
reclassified to profit or loss in subsequent
periods:
Investment Property revaluation surplus 6 4.032 55.325
Total comprehensive income for the year 1.461.610 1.540.012

The accompanying notes form an integral part of these financial statements



\

Cementarnica “USJE” AD — Skopje #Z TITAN
=< CEMENTARNICA US)
STATEMENT OF FINANCIAL POSITION
As at 31 December 2014
2014 2013
Notes MKD 000 MKD’ 000
ASSETS
Non-current assets
Property, plant and equipment 5 2.273.230 2.204.595
Investment properties 6 124.111 115.323
Investment in subsidiary 157.922 157.921
Exploration and evaluation assets 7 22.617 20.935
2.577.880 2.498.774
Current assets
Inventories 8 651.987 601.867
Trade and other receivables 9 369.413 304.874
Income tax receivable 812 4.707
Cash and short term deposits 10 860.323 2.539.582
1.882.535 3.451.030
TOTAL ASSETS 4.460.415 5.949.804
EQUITY AND LIABILITIES
Capital and reserves
Share capital 11 1.747.730 1.747.730
Additional paid in capital (14.869) (14.869)
Retained earnings 1.533.170 3.159.953
Revaluation reserves 207.829 207.829
Revaluation reserves - investment property 6 59.357 55.325
Legal reserves 349.620 349.620
3.882.837 5.505.588
Non-current liabilities
Provision for retirement benefits 12 54.190 56.272
Provision for rehabilitation of quarries 8.088 10.413
62.278 06.685
Current liabilities
Trade and other payables 13 343.281 368.642
Current portion of retirement benefit
obligations 12 6.488 8.849
Income tax payable 163.020 -
Dividend payable 2.511 40
515.300 377.531
TOTAL EQUITY AND LIABILITIES 4.460.415 5.949.804
Authorized on behalf of thé 1}5{:;'0’ of Directors (__ 6—\
Hrisafpv/Bofis Olivera J\*’asilko% J
O a

Finance Manage,

Cqu( Exedfi

The accompanying notes form an integral part of these financial statements 6
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STATEMENT OF CASH FLOWS
For the year ended 31 December 2014

Notes 2014 2013
MKD'000 MKD'000
Cash flows from operating activities
Profit before income taxes 1.624.493 1.488.619
Adjustments for:
(Gain)/Losses, net on disposal of property, plant and

equipment - (2.591)
Depreciation of PPE and investment properties 209.305 216.171
Actuarial losses, net 2.996 8.719
Interest income (49.910) (46.850)
Provision for obsolete inventory 6.902 .
Shortage of goods in the warehouse 263 17
Fair value (gain)/losses, net (4.756) -
Interest expense and bank charges 2.405 4.249
Write off trade receivables 212 87
NBYV of disposed and written off PPE 1.522 2.283
Other provision - -
Operating profit before working capital changes 1.793.432 1.670.704
(Increase) / Decrease in trade and other receivables (64.751) 46.282
(Increase) / Decrease in inventories (57.285) 108.501
(Decrease) in trade and other payables (27.990) (84.440)
Cash genecrated from operations 1.643.406 1.741.047
Interest expense and bank charges paid (2.405) (4.249)
Income tax paid (3.895) (3.932)
Net cash flows generated from operations 1.637.106 1.732.866
Cash flows from investing activities
Purchase of property, plant and equipment (282.703) (296.334)
Expenditures for exploration and evaluation assets (1.682) (468)
Proceeds from sale of property, plant and equipment - 2.591
Interest income received 49.910 46.850
Net cash flows (used in) generated investing activities (234.475) (247.361)
Cash flows from financing activities
Dividends paid to group shareholders (2.632.561) (396.075)
Dividends paid to minority shareholders (140.893) (21.569)
Tax on dividend (308.436) (46.404)
Net cash flows (used) in financing activities (3.081.890) (464.048)
Net increase in cash and cash equivalents (1.679.259) 1.021.457
Cash and cash equivalents at 1 January 2.539.582 1.518.125
Cash and cash equivalents at 31 December 10 860.323 2.539.582

The accompanying notes form an integral part of these financial statements
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STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2014
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Additional Reva-
Share paid in Retained Legal luaton
capital capital earnings reserves reserves Total
MKD'000 MKD'000 MKD’000 MKD'000 MKD'000 MKD'000
At 1 January 2014 1.747.730 (14.869) 3.159.953 349.620 263.154 5.505.588
Profit for the
year - - 1.457.578 - - 1.457.578
Other
Comprehensive
Income (See note 6) - - - - 4.032 4.032
Total
Comprehensive
income - - 1.457.578 - 4.032 1.461.610
Dividends, net - - (2.775.925) - - (2.775.925)
Tax on dividend x - (308.436) - - (308.436)
At 31 December
2014 1.747.730 (14.869) 1.533.170 349.620 267.186 3.882.837

On 29 May 2014 the Shareholders Assembly brought a Decision for distribution of dividend for the year
The dividend declared was in amount of MKD
467.676 thousand and taxed with tax on dividend distribution of 10% i.e. amount of MKD 51.964
thousand. Additionally, on 26 September 2014, the Shareholder Assembly brought a Decision for
distribution of undistributed profit as of 31 December 2013. The dividend declared was in amount of
MKD 2:308.249 thousand and taxed with tax on dividend distribution of 10% i.e. amount of MKD
256.472 thousand.

ended 2013 in accordance with the Company Law.

For the year ended 31 December 2013

At 1 January 2013

Profit for the year
Other
Comprehensive
Income (See note 6)
Total
Comprehensive
Income

Dividends, net

Tax on dividend

As at 31 December
2013

Additional Reva-

Share paid in Retained Legal luaton
capital capital earnings reserves reserves Total
MKD’000 MKD’000 MKD’000 MKD’000 MKD’000 MKD'000
1.747.730 (14.869) 2.139.314 349.620 207.829 4.429.624
- - 1.484.687 - - 1.484.687
- - - - 55.325 55325
- - 1.484.687 - 55.325 1.540.012
- - (417.644) - - (417.644)
= - (46.404) - - (46.404)
1.747.730 (14.869) 3.159.953 349.620 263.154 5.505.588

The accompanying notes form an integral part of these financial statements 8
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STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2014
Legal reserves

On 13 May 2013, the Board of Directors brought a Decision for changes in the Statute of the group,
related with the Legal reserves regulated by the Company Law in order to be reconciled with the local
Company Law who has suffered changes starting from 1 January 2013.

Namely, the percentage that is required to be allocated to these reserves has been decreased from at least
15% of the annual net profit to at least 5% until the balance of the reserves reaches 10% of the Group’s
share capital instead 20% as it was previous. The amount that exceeds 10% of the share capital could be
used for dividend distribution based on decision of the shareholders assembly.

Therefore, the statutory reserves as of 31 December 2013 in amount of MKD 349.621 thousand comprise
two amounts. Statutory reserves in amount of MKD 174.773 thousand can be used only for covering
losses if the balance does not exceed 10% of the Group’s share capital. The amount of MKD 174.848
thousand that exceed the prescribed limit (exceed 10% of the share capital) could be used for dividend
distribution based on decision of the sharcholders assembly.

The accompanying notes form an integral part of these financial statements 9
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NOTES TO THE FINANCIAL STATEMENTS
For the period ended 31 December 2014

1. Corporate information

Cementarnica “Usje” A.D. - Skopje (“the Company”) is incorporated in the Republic of
Macedonia with the registered address at Boris Trajkovski 94, Skopje.

The Company’s main activity is production and trade with cement, masonry cement, ready
mix concrete, clinker and other related products.

The Company is controlled by Titan Cement Netherlands B.V. registered in Netherlands,
which has 94,84% shareholding in the Company. The Company’s ultimate parent is Titan
Cement Company S.A. - Greece.

The number of employees as of 31 December 2014 was 306 (31 December 2013: 324).

2. Basis of preparation and summary of significant accounting policies

The principal accounting policies adopted in the preparation of the financial statements are
in accordance with Titan Group accounting and reporting requirements and are set out
below. Titan Group is preparing its financial statements according to the International
Financial Reporting Standards as endorsed by EU.

a. Basis of preparation

The financial statements have been prepared under the historical cost convention except for
investment properties that have been measured at fair value. The presentation currency is
Denar (MKD) being also the functional currency and all values are rounded to the nearest
thousand (000 MKD) except when otherwise stated.

The financial statements have been prepared in accordance to the Group accounting policies
which are based on the International Financial Reporting Standards as endorsed by EU.

The purpose of the financial statements is to be used in connection and preparation of
consolidated financial statements of Titan Cement Company S.A.

The Company has two foreign subsidiaries, Cement Plus for building materials DOO -
Kosovo with 65% holding and TROJAN CEM EOOD, Bulgaria with 100% holding, and one
domestic subsidiary, RUDMAK DOOEL export-import Skopje with 100% holding. The
Company does not prepare consolidated financial statements as the consolidation will be
followed by the Titan Group. These subsidiaries are accounted for in these financial
statements at cost less any impairment in value.

b. New and amended standards and interpretations
The accounting policies adopted are consistent with those of the previous financial year

except for the following amended IFRSs which have been adopted by the Company as of 1
January 2014:

10
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NOTES TO THE FINANCIAL STATEMENTS <
For the period ended 31 December 2014

2. Basis of preparation and summary of significant accounting policies
(continued)

b. New and amended standards and interpretations (continued)

» IAS 28 Investments in Associates and Joint Ventures (Revised)

» IAS 32 Financial Instruments: Presentation (Amended) - Offsetting Financial Assets
and Financial Liabilities

» IFRS 10 Consolidated Financial Statements, IAS 27 Separate Financial Statements

» [IFRS 11 Joint Arrangements

» [IFRS 12 Disclosures of Interests in Other Entities

» [TAS 39 Financial Instruments (Amended): Recognition and Measurement - Novation
of Derivatives and Continuation of Hedge Accounting

» IAS 36 Impairment of Assets (Amended) — Recoverable Amount Disclosures for

Non-Financial Assets
» IFRIC Interpretation 21: Levies

The amended IFRSs do not have impact on the annual financial statements or the interim
condensed financial statements of the Company except for the following:/FRIC 21 Levies
IFRIC 21 clarifies that an entity recognises a liability for a levy when the activity that
triggers payment, as identified by the relevant legislation, occurs. For a levy that is triggered
upon reaching a minimum threshold, the interpretation clarifies that no liability should be
anticipated before the specified minimum threshold is reached. Retrospective application is
required for IFRIC 21. This interpretation has no impact on the Company as it has applied
the recognition principles under IAS 37 Provisions, Contingent Liabilities and Contingent
Assets consistent with the requirements of [FRIC 21 in prior years.

¢. Investments in subsidiaries

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

d. Foreign currency translation

Transactions denominated in foreign currencies are recorded, on initial recognition in the
reporting currency, by applying to the foreign currency amount the exchange rate between
the reporting currency and the foreign currency at the date of the transaction. Monetary items
of assets and liabilities denominated in foreign currencies are retranslated at the functional
currency spot rate of exchange ruling at the reporting date. All differences arising on the
settlement of monetary items at rates different from those at which they were initially
recorded in the period are recognised as income or expense for the period in which they
arise.
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NOTES TO THE FINANCIAL STATEMENTS =i
For the period ended 31 December 2014

2. Basis of preparation and summary of significant accounting policies
(continued

e. Property, plant and equipment (continued)

Property, plant and equipment are stated as follows:

= those assets acquired up to 31 December 1998, the revaluation under the previous GAAP
at the date of transition of the Company to IFRS (1 January 2004) was accepted as
deemed cost since the revaluation was broadly comparable to depreciated cost under
[FRS adjusted to reflect changes in general price index.

= those assets acquired after 31 December 1998 are stated at historical cost, net of
accumulated depreciation and / or accumulated impairment loss, if any.

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

Items of property, plant and equipment that are retired or otherwise disposed of are eliminated
from the statement of financial position, along with the corresponding accumulated
depreciation. Gains and losses on disposals are determined by comparing proceeds with
carrying amount, These are included in the profit or loss.

Depreciation of property, plant and equipment, with exception of quarries, is designed to write
off the cost or valuation of property, plant and equipment on the straight-line basis over their
estimated useful lives. The principal depreciation rates in use are:

Buildings 2,5-10%
Equipment 5-25%

Land is stated in the statement of financial position at cost less impairment and is not
depreciated as it is deemed to have an infinite life, except quarries which are depreciated on
a depletion basis. This depletion is recorded as the material extraction process advances
based on the unit of production method.

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

f. Investment property

Investment property, comprising of land, production premises with business offices and
construction object - restaurant and cafeteria room, is held for long-term rental yields and is
not occupied by the Company. The investment properties are stated at fair value, which
reflects the market conditions at the reporting date. Gains or losses arising from changes in
the fair values of investment properties are included in the profit or loss in the period in
which they arise, including the corresponding tax effect. Fair values are determined based on
valuation performed by independent valuer using the income method and the market
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NOTES TO THE FINANCIAL STATEMENTS T
For the period ended 31 December 2014

2.

Basis of preparation and summary of significant accounting policies
(contmued?

Investment property (continued)

comparison method as primary valuation methods which are generally accepted in European
valuation practice.

Investment properties are derecognized either when they have been disposed off or when
they are permanently withdrawn from use and no future economic benefit is expected from
their disposal. The difference between the net disposal proceeds and the carrying amount of
the asset is recognized in the income statement in the period of de-recognition.

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 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’s accounts for
such property in accordance with the policy stated under property, plant and equipment up to
the date of change in use. Any difference at that date between the carrying amount of the
property in accordance with IAS 16 and its fair value was treated in the same way as a
revaluation in accordance with IAS 16.

Exploration and evaluation assets

Exploration and evaluation expenditure for each area of interest (geographically specific to
the concession, permit or mining license granted) is carried forward as an asset if a decision
has been made that a mining operation is economically feasible and can be developed for
commercial production. At the end of the reporting period, these costs include costs of
acquisition of rights to explore. All other exploration and evaluation expenditures are
charged to the profit or loss as incurred.

Administrative and general expenses relating to exploration and evaluation activities are
expensed as incurred.

Financial instruments — initial recognition and subsequent measurement

(i) Financial assets

Initial recognition

Financial assets within the scope of [AS 39 are classified as financial assets at fair value
through profit or loss, loans and receivables, held-to-maturity investments, available-for-sale
financial assets, or as derivatives designated as hedging instruments in an effective hedge, as
appropriate. The Company determines the classification of its financial assets at initial
recognition. All financial assets are recognized 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 trades) are
recognized on the trade date, i.e., the date that the Company commits to purchase or sell the
asset.

13
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NOTES TO THE FINANCIAL STATEMENTS el
For the period ended 31 December 2014

2. Basis of preparation and summary of significant accounting policies
(contmued?

h. Financial instruments - initial recognition and subsequent measurement (continued)

(i) Financial assets (continued)

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

S!lb.s’(-.’(]!’f(:‘”f measurement
The subsequent measurement of financial assets depends on their classification as follows:

Financial assets at fair value through profit or loss

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

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. Such financial assets are measured at
amortized cost using the effective interest rate method (EIR). The gains and losses are
recognized in the income statement in the moment when the loans and receivables are
reversed or when the value is decreased due to impairment, and through the amortization
process.

Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturities are
classified as held-to maturity when the Company has the positive intention and ability to
hold it to maturity. After initial measurement, held-to-maturity investments are measured at
amortized cost using the effective interest method. This method use effective interest rate
which accurately discounts the estimated future cash follows thought the use full life of the
financial asset to net financial value of the financial asset. The gains and losses are
recognized in the income statement in the moment when the investments are reversed or
when the value is decreased due to impairment, and through the amortization process. The
Company did not have any investments held to maternity during the period ended 31
December 2014 and the year ended 31 December 2013.

14




NOTES TO THE FINANCIAL STATEMENTS (VTR e
For the period ended 31 December 2014

Cementarnica “USJE” AD — Skopje %TITAN

2. Basis of preparation and summary of significant accounting policies
(contmueds)

h. Financial instruments - initial recognition and subsequent measurement (continued)

(i) Financial assets (continued)

Available-for-sale financial investments

Available-for-sale financial investments are non derivative financial assets which are
determinate as available for sales or aren’t classified in the previous three categories. After
initial measurement, available-for-sale financial investments are measured at fair value with
unrealized gains or losses recognized as other comprehensive income in the available-for-
sale reserve until the investment is derecognized, at which time the cumulative gain or loss is
recognized in other operating income, or determined to be impaired, at which time the
cumulative gain or loss is reclassified to the income statement. The Company did not have
any available-for-sale financial investments during the period ended 31 December 2014 and
the year ended 31 December 2013.

Derecognition

A financial asset (or, where applicable a part of a financial asset or part of a group of similar
financial assets) is derecognized when:
e The rights to receive cash flows from the asset have expired; or
e The Company has transferred its rights to receive cash flows from the asset 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.

Impairment of financial assets

The Company assesses at each reporting date whether there is any objective evidence that a
financial asset or a group of financial assets is impaired. A financial asset or a group of
financial assets is deemed to be impaired if, and only if, 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 in interest or principal
payments, the probability that they will enter bankruptcy or other financial reorganization
and 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.

An impairment loss in respect of financial assets measured at amortized cost is calculated as
the difference between its carrying amount, and the present value of the estimated future
cash flows discounted at the original effective interest rate. Individually significant financial
assets are tested for impairment on an individual basis. The remaining financial assets are
assessed collectively in groups that share similar credit risk characteristics. All impairment
losses are recognized in the income statement.

15
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NOTES TO THE FINANCIAL STATEMENTS L GMBITARNCA USIE

For the period ended 31 December 2014

2. Basis of preparation and summary of significant accounting policies
(continued

h. Financial instruments - initial recognition and subsequent measurement (continued)

(i) Financial assets (continued)

An impairment loss is reversed if the reversal can be related objectively to an event
occurring after the impairment loss was recognized. For financial assets measured at
amortized cost, the reversal is recognized in profit or loss.

(ii) Financial liabilities

Initial recognition

Financial liabilities within the scope of IAS 39 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. All financial liabilities are recognized 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.
Subsequent measurement
The measurement of financial liabilities depends on their classification as follows:

Financial liabilities at fair value through profit or loss

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

Financial liabilities are classified as held for trading if they are acquired for the purpose of
selling in the near term. This category includes derivative financial instruments entered that
are not designated as hedging instruments in hedge relationships as defined by IAS 39. Gains
or losses on liabilities held for trading are recognized in the income statement.

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

Loans and borrowings

After initial recognition, interest bearing loans and borrowings are subsequently measured at
amortized cost using the effective interest rate method. Gains and losses are recognized in
the income statement when the liabilities are derecognized as well as through the
amortization process.

De-recognition

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

16
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NOTES TO THE FINANCIAL STATEMENTS St EENENTAINCA SR

For the period ended 31 December 2014

2. Basis of preparation and summary of significant accounting policies

(continued

h. Financial instruments - initial recognition and subsequent measurement (continued)
When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified,
such an exchange or modification is treated as a de-recognition of the original liability and
the recognition of a new liability, and the difference in the respective carrying amounts is
recognized in the profit or loss.
Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount reported in the
statement of financial position if, and only if, there is a currently enforceable legal right to
offset the recognized amounts and there is an intention to settle on a net basis, or to realize
the assets and settle the liabilities simultaneously.

i. Inventories
Inventories are valued at the lower of cost and net realisable value. Cost is determined by the
weighted average method. The cost of finished goods and work in progress comprises raw
materials, direct labour, other direct costs and related production overheads, excluding
distribution costs and administrative expenses. 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.
Tools and consumable stores are written-off 100% when consumed.

j-  Cash and cash equivalents
Cash and cash equivalents include cash in hand, the giro account and deposits held at call with
banks with original maturities of up to three months or less.

k. Share capital
Ordinary shares are classified as equity.

l.  Taxation

The tax expense for the period comprises current and deferred tax.

Current income tax

Current income tax is recognised in the income statement, except to the extent that it relates
to items recognised in other comprehensive income or directly in equity. In this case, the tax
is also recognised in other comprehensive income or directly in equity, respectively.

The current income tax charge is calculated on the basis of the tax laws enacted or
substantively enacted at the balance sheet date in the countries where the company and its
subsidiaries operate and generate taxable income. Management periodically evaluates
positions taken in tax returns with respect to situations in which applicable tax regulation is
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2. Basis of preparation and summary of significant accounting policies
(continued)

l. Taxation (continued)

subject to interpretation. It establishes provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.

At the end of 2014 an old tax regime has been enforced and become applicable for
calculation of income tax for 2014. The computation and payment of the income tax is in
accordance with the new Income Tax Law. The payment of the monthly tax is in advance.
The final tax with tax rate of 10% is calculated on the profit from the income statement,
corrected for certain positions in accordance with the legislation.

As at 31 December 2013, the income tax expense comprised the current income tax on: non-
deductible items and taxes on dividend distribution and was measured and recognized as
follows:

Taxes on non deducible items

The calculation and payment of the current income tax was in accordance with the Income
Tax Law which include the model for taxation whose tax base are the specified non-
deductible expenses, adjusted for tax credits and tax exemptions. The payment of the
monthly tax was in advance only on the unrecognised expenses.

Taxes on dividend distribution and other distributions of profit

The amount which is distributed as dividends and other types of profit distributions, in
monetary or non-monetary form, was taxed at the moment of payment.

The tax rate for both 2014 and 2013 is 10%.
Deferred tax

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

Deferred income tax liabilities are recognized for all taxable temporary differences, except:

e where the deferred income tax liability arises from the initial recognition of
the goodwill or of an asset or liability in a transaction that is not a business
combination and, at the time of transaction, affects neither the accounting
profit nor taxable profit or loss; and

e in respect of taxable temporary differences associated with investments in
subsidiaries, associates and interest in joint ventures, 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 recognized 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 utilized except:

18
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2. Basis of preparation and summary of significant accounting policies
(continued)

. Taxation (continued)

e 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 transaction,
affects neither the accounting profit nor taxable profit or loss; and

o in respect of deductible temporary differences associated with investments in
subsidiaries, associates and interest in joint ventures, deferred tax assets are
recognized only to the extent that 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 utilized.

The carrying amount of deferred 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 tax asset to be utilised. Unrecognised deferred tax assets are re-
assessed at each reporting date and are recognised to the extent that it has become probable
that future taxable profits 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 realized or the liability is settled, based on tax rates (and
tax laws) that have been enacted or substantively enacted at the balance sheet date.

Deferred tax relating to items recognised outside profit or loss is recognised outside profit or
loss. Deferred tax items are recognised in correlation to the underlying transaction either in
OCI or directly in equity.

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

Tax benefits acquired as part of a business combination, but not satisfying the criteria for
separate recognition at that date, are recognised subsequently if new information about facts
and circumstances change. The adjustment is either treated as a reduction in goodwill (as
long as it does not exceed goodwill) if it was incurred during the measurement period or
recognised in profit or loss.

Value added tax

Revenues, expenses and assets are recognized net of the amount of value added tax except:

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

e receivables and payables that are stated with the amount of value added tax included.

The net amount of value added tax recoverable from, or payable to, the taxation authority is
included as part of receivables and payables in the statement of financial position.
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2. Basis of preparation and summary of significant accounting policies
(continued

m. Employee benefits
Pension

The Company, in the normal course of business, makes payments on behalf of its employees
for pensions, health care, employment and personnel tax which are calculated according to the
statutory rates in force during the year, based on gross salaries and wages. Food allowances
travel expenses and holiday allowances are also calculated according to the local legislation.
The Company makes these contributions to the Government’s health and retirement funds. The
cost of these payments is charged to the profit or loss in the same period as the related salary
cost.

The Company does not operate any other pension scheme or post retirement benefits plan and
consequently, has no obligation in respect of pensions.

Termination and retirement benefits

Termination benefits are payable whenever an employee’s employment is terminated before
the normal retirement date or whenever an employee accepts voluntary redundancy in
exchange for these benefits. The Company recognises termination benefits when it is
demonstrably committed to either terminate the employment of current employees according
to a detailed formal plan without possibility of withdrawal or to provide termination benefits
as a result of an offer made to encourage voluntary redundancy.

Pursuant to the Company’s signed collective bargaining agreements the Company is
obligated to pay retirement benefits in an amount equal to six average republic salaries and
between one and three average republic salaries to be paid out as a jubilee anniversary
award. The number of average republic salaries for jubilee anniversary awards corresponds
to the total number of years of service of the employee as presented in the table below:

Total number of service vears Number of wages
10 |
20 3
30 3
35 (women) 3
40 (men) 3

The defined benefit obligation is calculated annually by independent actuaries using the
projected unit credit method. The present value of the defined benefit obligation is
determined by discounting the estimated future cash outflows using the discount rate of the
Central Bank of Republic of Macedonia due to the absence of the market of high quality
corporate bond or government bonds that are denominated in the currency in which the
benefits will be paid, and that have terms to maturity approximating to the terms of the
related pension liability.
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2. Basis of pres)aration and summary of significant accounting policies
(continued

m. Employee benefits (continued)
Employee’s children scholarships

Starting from 31 December 2009, included in the actuarial calculation of defined benefits are
allowances for scholarships of Company employees children attending graduate or post
graduate studies and for diseased employee children that are attending secondary school.

Additional benefits at retirement

Starting from 31 December 2013, the actuarial calculation of defined benefits has been
supplement with calculation of the present value of the newly introduced long term benefit
for certain category of employees - additional benefits at retirement. The calculation is made
on the basis of the average parameters of the mentioned population and total expected
amount for payment, delivered by the enterprise.

Actuarial gains and losses arising from experience adjustments and changes in actuarial
assumptions are charged or credited to profit or loss in the period in which they arise.

n. Provisions

Provisions are recognized 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. The provisions comprise of provision for retirement benefits,
jubilee awards, scholarships and provision for rehabilitation of quarries. Provisions are not
recognised for future operating losses.

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

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

o. Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to
the Company and the revenue can be reliably measured. Revenue is measured at the fair
value of the consideration received, excluding discounts, rebates and other sales taxes or
duty. The following specific criteria must also be met before revenue is recognized:

Sales of goods

Revenue from the sale of goods is recognised when significant risks and rewards of ownership
of the goods are transferred to the buyer.
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r.

Basis of preparation and summary of significant accounting policies
(continued

Rendering of services

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

Interest income

The interest relates to time deposit are accounted for at the expired date of time deposit.

Rental income

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

Leases

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

Dividends distribution

Dividend distribution to the Company’s shareholders is recognised as a liability in the financial
statements in the period in which the dividends are approved by the Company’s shareholders.

Subsequent events

Events after the reporting date, which provide evidence of conditions that exist as of the
reporting date, are treated as adjustable events in these financial statements. Those that are
indicative of conditions that arose after the reporting period have been treated as non-
adjustable events.

Financial risk management

Accounting estimates and assumptions

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

Provisions for environmental restoration

Companies that operate quarries and processing sites are required to restore these quarries
and processing sites at the end of their producing lives to a condition that is in line with the
prevailing environmental legislation of the country in which the Company operates (to
restore the land within 3 years after the closure of the mine site), to the level acceptable to
the relevant authorities and to the level that is consistent with the Company's environmental
policies and practices.

(%]
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Basis of preparation and summary of significant accounting policies
(continued

Financial risk management (continued)

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

The present value of estimated restoration costs (that is, original estimation as well as
changes in the accounting estimates) are charged to the profit or loss unless they relate to
property, plant and equipment that is on the site, in which case the costs are included within
property, plant and equipment and depreciated over the useful life of the related item of
property, plant and equipment. Any change in the net present value of the environmental
provision due to the passing of time is included in finance costs in the profit or loss.

Pension benefits

The present value of the pension obligations depends on a number of factors that are
determined on an actuarial basis using a number of assumptions. The assumptions used in
determining the net cost (income) for pensions include the discount rate. Any changes in
these assumptions will impact the carrying amount of pension obligations.

The Company determines the appropriate discount rate at the end of each year. This is the
interest rate that should be used to determine the present value of estimated future cash
outflows expected to be required to settle the pension obligations. In determining the
appropriate discount rate, the Company considers the discount rate of the Central Bank of
Republic of Macedonia due to the absence of the market of high quality corporate bond or
government bonds that are denominated in the currency in which the benefits will be paid,
and that have terms to maturity approximating to the terms of the related pension liability.

Other key assumptions for pension obligations are based in part on current market.
Fair value of financial instruments

The nominal value less estimated loss due to impairment of assets and payables with
maternity less than one year is approximates their fair value.

Determination of fair values

A number of the Company’s accounting policies and disclosures require the determination of
fair value, for both financial and non-financial assets and liabilities. Fair values have been
determined for measurement and/or disclosure purposes based on the following methods.
Where applicable, further information about the assumptions made in determining fair values
is disclosed in the notes specific to that asset or liability.
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3. Revenue and expenses

a) Sales

Gross sales
Domestic market
Foreign market

Domestic market
Income from cement
Income from RMC
Income from white cement
Income from limestone
Sand
Discount

Foreign market
Income from cement
Income from clinker
Income from white cement
Income from sand
Discount

b) Other revenues

Pet coke-export

Pet coke-domestic

Transport of cement - intercompany
Third part freight

Services

Sand

Additives

2014 2013
MKD’000 MKD 000
2.746.194 2.731.676

495.142 578.300
3.241.336 3.309.976
2.595.688 2.585.048

84.261 70.798
52.550 48.895
12.933 27.791

888 -

(126) (856)
2.746.194 2.731.676

487.630 527.213

- 34.956
11.876 15.971
133 177
(4.497) (17)

495.142 578.300

2014 2013

MKD 000 MKD 000
513.739 492.542
141.160 39.636

15.445 36.234
51.925 32.189
3.748 3.793

- 894

396 439
726.413 605.727
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3. Revenue and expenses (continued)

¢) Cost of sales

Distribution expenses

Variable costs

Kiln fuel

Electricity

Raw materials

Other variable cost
Admixtures - additives
Refractory

Grinding media

Fuel & oil

Total Variable costs

Fixed costs

Salaries & other benefits

Third parties fees - contract labour
Maintenance & spare parts

Other plant utilities

Other fixed costs (quality, dispatch, etc.)
Lining

[nsurance premium

Car related expenses

IT & Telecoms

Travelling & Entertainment

Total Fixed costs

Inventory change
Packing expenses
Cost of traded goods

2014 2013
MKD 000 MKD’000
60.064 63.714
367.162 428.345
217.329 262.923
112.993 155.042
94.356 109.334
26.543 18.756
19.478 17.430
6.554 7.922
1.070 6.756
845.485 1.006.508
260.981 264.001
57.124 48.114
51.643 47.357
26.764 33.289
43.397 35.149
5.122 6.765
5.470 6.384
2,519 2.566
2.064 2.505
3.214 2.144
458.298 448.274
(13.400) (10.765)
150.046 165.554
554.381 475.569
2.054.874 2.148.854
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