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Independent Auditors’ Report to the Supervisery Board of Hoicim
(Azerbaljan) Gpen Joint Stock Company:

We have audited the accampanying financial statements of Holcim (Azerbaijan) Open Joint
stock Company (the "Coampany™), which comprise the statement of financial position as at 31
Deacember 2012, and the statement of comprehensive income, statement of changes in eguity
and cash flow statement far the year then ended, and & summary of significant accounting
palicies and ather explanatory infarmation,

Management's Responsibiiity for the Financial Statements

Management is responsible for the preparation and fair presantaticon of thase financial
statements in accordance with International Financial Reporting Standards, and far such
internal control az managermant determinas is necessary to enable the preparation of financial
sfaternants that ara fres from material misstatement, whether due to fraud or errar.

Auditors® Responsibifity

Chyr responsibiliby is to exprez: an opinion an these financial statements based on our audit.
we conducted our awdit in accordance with International Standards on Auditing. Those
standards require thal we camply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the financial statements ara free fram matarial
misstatemeant.

An audit inyalves performing procedures to obiain audit evidence about the amaounts and
disclosures in the financial statements. The procedures zelected depend an the guditor's
Judgment, including the assessment of the risks of material misslatemeant of tha financial
statementz, whether due ta fraud or errar. In making those risk assessments, the auditor
considers internal cantrol reievant to the entity's preparation and fair presentation of the
financial statements in arcer to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an apinicn on the effectiveness of the
entity’s internal contral. An audit also includes evaluating the appropriateness of accounting
poiicies used and the reasonablenass aof accounting estimates made by management, as well
as evaluating the averall presentation of the financial statements.

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

Oplnian

In our opinion, the financial statements oresent fairly, in all material respects, the financial
position of the Company as at 31 December 2012, and its financial perfarmance and itz cash
flows for the year then ended in accordance with International Financial Reporting Standards.

Eamert &M M (CIS) B

LB February 2013



Holcim {Azerbaijan} GJSC
Statement of Financial Position
(Amownts preserted ars n Azerbalan! Manais)

31 December
ASSETS Motes 2012 2091
Mon-current assets
Property, plant and eguipment, net 3 364,139,054 246,098,025
Intangikle assets 4 4,500,000 1,500,000
Man=current prepay ments G 1,653,987 1092 692
MNan-current inventory T 4,925,676 o480 087
Other assets - 3,00 000
Total non-current assets 375 418 618 207 Fod a4
Current assets
Irventares, net 7 9,085,341 9,808,203
Trade and other recaivables, net 8 1,032,630 1,563.326
Tares receivable 9 1,088,440 1,079.197
Prepaymenis and advances & B10,38 1,158 167
Feceivable from related paries 17 173,455 -
Cash and cash eguivalents 10 25,598,644 a7, 316 843
Total current assets a7, TBE.828 _E“_IEE_____’-’SE_
TOTAL ASSETS 493,217,444 415,851,540
EQUITY ANMD LIABILITIES
Edjuity
Auttvorized chpatal 11 31.812.8B0 21,812,830
Additional pand-in capital 1 3,301,837 3,201,937
Retained earnings 192,323 BB7 154,215,326
Total equity 227 438,484 180330, 143
Mon-current liabilities
Loans due to related party 1217 6. 088 B0 7368959 BES
Loans due to third pariies 12 17.278,951 24 GAT 232
Sccrued labilities 1,040,366 480 441
Provisions 12 3.648 281 2844 124
Delerrad ncorms Lax iability 5 11,333,612 A BEE 364
Total non-current liabilities 101,981,089 165,600,021
Current liabilities
Trads payables 14 2,260 530 6701, 624
Cither short-term loans payable 12 A0, 00D 1,205,832
Lozns due o relatad party 1217 T.728 503 3270 TET
Loans due o third parbes 12 43306 705 16,455,351
acoruad Hasilities dua 1o relaled parties ir 1,802 TEQ 1,200,035
Socrped Habiliies 15 18,837,223 25 328 330
Favrall and resated taxes 23108 13278
wvidends payable 17,782 7, TE2
Income tax pavable = 3. 799 562
Advances received from customers 2,062,049 1,753,978
Provisions 13 7,148,184 2B TET
Tatal current liabilities &3, TET BV B2 821,508
TOTAL EQUITY AND LIABILITIES 413,217 444 418 851 540

Signad and authorized for release on behalf of flanzgement an 18 Februzn 2013

[l

Raoul Waldburger fiF Geheral Director

CHiver Wilke Pl #”f-:ﬂ Chiel Financial Officer
Cam™ T

Dilbar Sultanova (5,"*" Chiel Accountant

The accampanying Nodas farme &n inteoral parm of inese financa! shataments.
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Holcim (Azerbaijan) OJSC

Statement of Comprehensive Income
{Amannts presasded ane i Areslaiand Manals)

Year ended 31 December

Motes 2012 2011 .
Sale of goods 156,718,828 119,058,739
Costofsales 20 {67, 355,054} 53,970 002)
Gross profit 89,320,782 65,118,797
Distribution pxpenses H {15,589,193) (12,152, 748)
General and administretive exnenses 22 19,745.501) 15,405, 183)
Loss on disposal of property, plant and
equipment (550,414} (255 661
Selling expenses {1,854,178) (1,111.274)
Foraign exchange [lossiigain |2 408,715} VAT11,104
Cperating profit 58,631,781 A0252 129
Firancs incames BOT, 373 -
Flrance cost 23 (8,534,992} {634.602)
Profit before tax 51,104,862 50,227 527
Income tax expense 5 {12,996,521) {11.397 015)
Profit for the year 38,108,341 38,830,512
Cher comprehensive income - -
Tokal comprehensive income 38108, 341 50,930,592

The aocampanying nofas fame s drfooral pait of thase Foanoa! stafermeants,

“a
fe



Holcim (Azerbaijan) OJSC
Statement of Cash Flows

(Amounis presentad are b Azackaiani Manals

Cperating activities
Prafil bafora tas
Man-cash adjustments 1 recencile profit before e
o net cash flowes:
Cepreciaticn
Finance incoama
Finance cost
Less on disposal of property, plant and eguiprent
Foreign exchange kossigain)
Provision for slow-moving iftems
Cemallshmant provision
Bonusas provision
Diher tax charges
Imjures provision
Operating profit before working capital changes

Changes in oparating assels and lakalties.,
Inventoriss
Irede and other recaivablas
Receivahle from related paries
Takes receivable
Trade and other payables
Payrol ard relaled laxes
Accrued liabifities
Accrued lizbilitios due o ralated parlies
Advances received om cusiomers
Pravisions

Cash generated from operations
Income taxes paid
Interest recelved
Intarast pasid

Met cash flows provided by operating activities

Cash flows from investing activities
FPurchase of property, plant and equipment
Froceads from sale of property, plant and

BCJUIpMmens;
Furchase of intangible assets
Furchase of other assets
Met cash Mows used in investing activities

wash Nows from financing activities
Diviclends paid to shareholders
Loan arigination fes
Fepayments of interest-beanng leans
FProceeds fram interest-bearing loans
Met cash flows (used Inpdprovided by financing
activities

Met (decreaselfincrease in cash and cash
equival=nis

Cash and cash equivalents al beginming of wear

Cash and cash equivalents at end of year

The accomoanping hofes form ah indegral pond of these fngncial stalsments
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Year ended 31 December

_Notes 2012 20119
51,104,862 50,327 527

13,893,680 B,003,543

(BOT 873} -

23 8, 346.845 388,280
290,414 255 553

2.400.715 {8,500 190}

= 550000

13 4,220,000 -
13 2,434,841 o 385,767
13 461,121 -
98,992 B4 240

83,052 487 53,041,130

1,402,079 [1,970,080)

EG0,696 1,103,325

{172,455) 2. 782

[394,149) 5,2220922

(2,534,033) 2,871,135

8,827 (141, 465)

3,086,573 .

{132,668) (445,545)

298,071 R B2

{2,035,314) (2 822 5223

B4.040.124 &R O3 212

{9,656,969) :

BO7,973 =

{8,657,063) (7 528,176}

66, 538 0BS5S A5 204 035

(38.903,979) (85 348 TEO)

1.572 A7 210

(2,500,000 {1.000,000)

- 11,000,000

(41,402 407) (B8.070, 5500

. (3,641%

- (221,270)

(55.262,877) (B5.043,147)

Ba12,000 131,052,742

[ﬂIJE.EﬁEI,E??I 85,764,734

(21,718,189) a5 998 220

10 47,316,843 21318622
10 25,698,644 47,315,843




Statement of Changes in Equity

Holcim {Azerbaijan) OJSC

rArmseinids presarded am v Azarbeiss Manats)

Balance as at 31 Dacember 2010

Profit for the vear

Balance as at 31 Deeember 2011
FProfit for the year

EBalance as at 31 December 2012

The accampanying nores farm an ivtagral pan of thase fnancia) sfalomants.,

Addditienal
Authorized paid-in Retained
capltal capital eamings Total

31,812,880 3,301,837 115,284 814 150,395,631
- 35,950,512 35,930,512

21,812,880 3,301,837 164,215 226 188 330,143
F . 38,108,341 38,108 341
31,812,880 3,501,937 192,323,667 227,438 484

B



Holcim (Azerbaijan} GJ5C

Naotes {o the Financial Statements
[Arounrs presasihed are i AeseDaiiand Mavsals, anifess ofhooaise slrled)

1. Corporate information

Halcim (Azerbaljan] Open Jont Stock Company CHoeloirm (Azarbaijan) OJSC” or the "Company”), former
Garadagh Cement Open Joint Stock Company, was formed under the laws of the Republic of Azerbaijan
on ¥ September 159 ag A resull of an investment berder held by the Siate Property Committes of the
Rapublic of Azerbaijan.

The primary shareholder and ultimste parert of the Company is Holoim L, ("Hokeim™,  formeny
Haolgerbank, which acquired s 85% mlarast in accordancs with the Sale and Purchase Agreament ["Sale
and Purchase Agreemert”) for shares in Open Joint Stock Company "Garadagh Cement” sold at the
Irvastment Tender. The Sale and Purchase Sgreement was signed between the State Property
Committee of the Republic of Azemaijan and Helderbank an ¥ Septemaer 1584

In accordancs with Sale and Purchase Agreement signed on 29 December 2008, Holcim sold 10% of the
Company's shares o Evropsan Bank for Racenstructon and Development ("EBRD). Further, on 14
February 2005, Halcimn sald 10% of the Company's shares o Azerbaijan Investiment Company {A1G),

As at 31 December 2012 and 21 December 2091 Hofckm owned 65% of culstanding shares of Lthe
Comgany. The ramainmng shares belong to individuals [mainly empiavees of the Company) and legal
antities, including Hoicim Austandbetedigungs GmbH {'HAB"), a subsidiary of Holcim, as det@alled In
Mate 11,

O 20 Aprif 2012 bazed on rasciufion of the shareholders the legal name of the Company changed from
Garadagh Cement Cpen Joint Stock Company o Holcion (Azerbaijan) D056,

The Company's principal aclivity is o manufacture and sell cement ardd clinker. its registered olfice
addrass and localion of operations is Salyan Highway, Sahil Setilement, Baky, the Republic of Azerbaijan

2. Significant Accounting Policies
Easis of Praparation

The financial s@tements of the Company have Deen prepared in accondanca with the Internaticnal
Financial Reporting Standards "IFRS7). as issued by the Intemational Accounting Siandards Board
MASE",

The financial statements have been prepared under the historical cosl convention unless described
clhargise in the accounting policy below.

Clhanges in Accounbing Palicies

Tha accounting policies adopted are consistent with thase of the previaus financial vear except for the
following new amendments 1o the standards adepted by the Companyy an 1 January 2012,

[ERE ¥ Financial Instruments: Disclosures — Enhanced Derecognition Disclesure Roguirements

Tha emendment requires additicnal disciosure ahout fnancia! assets that have been transferred but not
derecogneEed 1o enabde the user of the Compary's fnancial statermants o understand the relatianship with
those aseets that have not besn derezngnized and heir associated liabilties In acdition, the amend ment
requires disclozures aboul Lhe anbily's coptinuing invelvement in dereccanized assats to enable the users
te evaluate the nature of, and risks asscciated with, such invelvement The amendmanl 2 eflactive fo
anrual parods beginning on or after 1 July 2091, The Company does not have any asseis with these
characteriztics s0 there has bean na effect on the presenltalion of its financial staternents

Other amendmsnts did not have any impact on the accounting policies, financial position or pefarmance
of the Company,

IFRS 1 Firsf-Time Adapfion of Inferaations! Firancia! Repoding Standards - Sovern Hypacnfiaion and
Earmaya! of Fixad Balas foe Firsl-Time Adoplarg,

International Accountng Slandard ((1A5Y 12 Income Taxes— Defered Taxes: Recovery of Lrderping
Assets,
i



2.

Holcim (Azerbaijan) OJSC
MNotes to the Financlal Statemants (continuad)
[Ampunis prezswted s n Azsrbsisnd Manails, unisas crhenwse sisted)

Significant Accounting Policies {continued)

Mgw stancdands and amendments Ssued, b nof yef effeciive

Slanocards issued, but not vet effective up o the dafe of issuance of the Company’s financial statements
are lzted bekow This listing of standards and iMepreatons issued ars those that the Company
reascnably expects fo have an impact on disclosures, financial position or perfomancs when applied ai a
future date. The Company intends i adopl these standards when they become effackive.

L

A3 T Presentafon of lems of Dther Comprehensive Income — Amendments fe 1AS

The aimendments o 1AS 1 change the grouping of #ems presented in other comprehensive income
(DG, Hems that could be reclassified (or ‘recycled’) to profit or loss at & futare point in time would be
presented separately from Beims that will never be reclassiied. Thae amendment affects preseniation only
and has noimpact on the Campary's rancial posilon or performance. The amendment becomes
effzctive for annual periods beglaning on o aftar 1 July 2072

LAE 32 Cffsedhng Financlal Assels and Firanoal Lisbilties — Amendrraniz fo JAS 32

These amandments clanfy the meaning of “currendly hes & legslly enforceable right to set-olf® The
amerdments also clarify the aoplication of the 145 32 offestting criteria to aettlernent eystermns (such as
central clearing houss systams) which aoply gross sstllement mechanisms that are not simultanscus,
These amondments are rol sxpacted to impact the Comparny's financial position or perfommanss and
bessome effective for annual pariods begmning on or afier 1 Januany 2014

IFRE T Disslosures — Oifsaiiing Financial Azsets and Financial Lighiifes — Amendments fo IFRS T
These amendmerts require ah enbity 1o disclose nformalicn about dghts 1o sel-off and relabed
arrangements (2.9, collatersl agreements). The disclosures would provide users wilh information that is
useful in evaluating the effect of netling arangements on an entit's financial poasiton. The new
disclosures are reguired for all recognized financial inatruments that are sed off In accondance with 1AS 32
Financial Instrumants: Presentation. The disclosures aleo apply to recogrizad financial inslruments thal
are subject io an enforceable master netling arrangement or siilar agresment, imespachive of whetber
they are set off in accordance with 1AS 22, These amendments will ned impact The Company's financial
posiion or performance and become effective for annual sericds beginning on or after 1 Janugzey 2013

IFRS 8 Fivancial Instuments: Classiization and Measurement.

IFEE 2, as issued, reflects tha first phase of the 1ASE's work o the replacement of 145 39 and appliss fo
classificalion and measummert of financial assets and finarcial liabilities as defined in AS 3% The
stanard was milially efective for annual pariods beginning on or eter 1 Janwary 2013, but Amendments
w iFRS 2 Mandatory Effadive Date of IFRS 8 and Transition Disclosures, issued in Decamber 2011,
moved the mandatory effective dade a1 January 2015, In subsequent phasas, the 1ASE will zddress
Pedge accounting and impairment of financial assels. The sdoption of the first phass of IFRS % will have
a&n effect an the dassificatan and measurement af he Company's inancial assets, but will potentially
have no impast an classificaion and measwrements af financial liabilites, The Company will quantify the
effect in conjunclion with the cther phases, when the final standand ircluding = phases s issued.

RS 13 Fair Value Measurement

IFRS 13 e=iablishas & single source of guidance under IFRS for all far value messurements IFRS 13
does net change whan an entity is reguired to use fair value, but rather provides guidance on how b
measurg fair value undar IFRS when fair valus iz recuired or permittad. The Company 15 cwrrendly
assessing the impact that this stancard will have on the financial postion and performance, bud based on
the preliminary aralysis, no material impact is expected. This standard becomes effective far annuial
paricds beginning on or afer 1 January 2013,

International Fivancial Reparking Intermratalions Sommiltes (TEEIEY 20 Slrpping Cosls in the
Froduction Phase of a Burfaca Ming:

This inferpratation appies 1o waste remonval {stippang) costs incuired in suface mining activity, during
tha production phase of the mine The interprefation addresses the accounling for the benafit from the
sinpping &siivity. The interpretation (5 efechve for anmual penods Baginning on or afer 1 Jaruane 2013,
The Compary B cumently assessing the impact that this interprelabion will have on e financial postion
and performancs, but based or preliminery anabysis no matenal wepacl is expeeled,



Holcim {Azerbaijan) OJSC
Motes to the Financial Statements (continuad)
(Amouniz presspiad e n Azerbeisw Manats, unlezs arhenwise slsbed)

2 Significant Accounting Policies (continwed)
niew slandards and amendments iEaced, oot nof yef effeciive foonfinuedl
s Apnual improvements May 2072

(AL 1 Presentation of Fimancial Staterents

This improvement clarifies the difference betwesn voluntany adcitional comparative information and the
mirimum raguired comparative information. Ganerally, the mininmum reguired comparative information
1% e pravious period.

AL 18 Propery, Plant and Equipment
THi% improvement clarifies that major spare parts and serdicing eguipment that meet the definltion of
propesly, plant ard equipment are rot invertony.

IAS 32 Financial Insirumernts, Presentakion
This imoravement ciarifias that income taxes arising from distributions ic equity holders are acoounbed
ler in aceordance with 145 12 Income Taxes.

Thess improvemsants ars effactive for anmwal peniods Beginning on or afler T January 2073

The Company expects no impact on ik fnanciad pesition, perfformance, disclosures or stated
accounting policies ram the adeplion of these amendments.

Signiicant sccounking Judgments, Esfimates and Assumpfions

Thea preparaticn of financial statements in conformity with IFRS reguires Managemeant o make judgrnants,
estmates ard assurrplions [hatl affect the reportad amounis of revenues, expenses, assais and liahilities
a&nd the accompanying notes to the financial statements. O an on-golng basis. Managarsant evaluatas
thelr estimates, mcoluding those related to contingencies. Managemeant bases thair esfimates on various
market specific assumptions that are believed o be reasonable under the circumstances, the rasults of
wilch farm tha basiz for making assumplions abaout the camying valles of assets that are not readily
apparant from cther sources. Actual resulls may difer signficanty from these estimates under different
assumptions or conditions,

The kay assumpiicns concerning the fuiure and other key sources of estimation uncertainty al the
Staterrent of Financial Poston date, thal bave a significant risk of causing a material adjusiment io the
carrying amounts of assets and lisbifties within the newt financial year are discuzsed below,

Tracs Accourts Recsivabls

Trace accounts rocevable are siated nat of an allowsnce for accounts identified as doubtful The
Company provides an allowancs for doubiful accounts based on Management's review of rade acsounis
receivable and an azsessmant of the hkalihicod of delinquancy of these acoount balances,

Obzalete and Sow-moving lvarnion

The Company reviews and if required reduces the carrving value af invenlary for the amount of obsalete
and siow-raving iterrs at sach statemant of financial position date, Such amcunt is estimated based on
the value of obeolets inventory and percentage threshokls applied o slow-moving inventory depending on
tha freguency of uze.

Usaful life of Property, Plant and Equipmant

Ihe Company assesses he remaining useful lives of fems of prooerty, plant and souipment at least at
each financial year-end. If expectations differ from previcus estimates, the changes arn acoeurted for az a
changed in an sccounting eslimate in accordance with 1AZ & Accounting Policies, Changes in Accounting
Estimates and Errors,




Holcim {Azerbaijan) OJSC

Motes to the Financial Statements {continuad)
férmeants nesonied are i Azarbaiani Manats, uwnless othersizs shated)

r Significant Accounting Policies (continued)

Significan! accouning Judgrenls, Estimatas and Azsumaiions foonfinue:d)

Long-lenn Provisions

In assessment of the fair value of the provision far injury payments o employvess, Management useas lifs
aupectancy of disabled employees based on the data from the State Statisticg! Committee of the Republic
of Azerbaijan and escalates salany levels considering the forecastad inflabon in the futusse and the bming of
fisture payments.

Irs assezsmant of tha present value of the provision for site restoration and provision for injury paymenis to
emplovess Management uses the nex free rate, which g calculated as the Swiss risk free rate plus the
diffarance bedwaen long-tarm inflation rates in the Repubdic of Azerbaiian and Switzerkand

Tases

Lincerainties exisi with respeci 1o the interpretation of complex lax regulations, changes in tax laws, and
e armount and tming of future faxable income, Given the wide range of business relationships and the
fong-term nature and complexity of axisting canbaciual agesments, differences ansing batween the
actual rezults and the assumptions made, or futere changes 1o such aasumptions, could necassitate fulure
adjustments ta tax income and expense already recorded, The Campany esisblishes provisions, based on
reasonable eslimates, for possible corsequences of audits by the fax authorfies, The amount of such
provisions s based on wvarous faclors, such as experence of previous lax awdits and differing
interpratations of tax regulations by the taxzble enfity and the responsible tay authenty, Such differences
af interpretation may anise on a wide variely of issues depanding on the conditions prevailing in the
country.

Deferred tax assats ame recognized for unused tax losaes to the axtent that it is probable that taxabe profit
will oe available against which the lossas can be utilized. Significant management judgrmant is reguired fo
determing the amount of daferred tax assets that can be recognized. based upon the likely tming ard he
level af fulure xable profits logether with futura tax planning sirategies.

Fodeign Surrency Transiation

According to LAS 21 The Effects of Changes in Foreign Exchange Raies and s interpretations, the
Company's functicnal currency, which reflects the economiks substanca of the underlying events and
circumetances of the Company, is the Azerbaijani Manat {"AZN") as the majorty of the Company's
revenues, costs, inventory purchased, and rade liabdities are aithar priced, incurred, payable or oiherwise
measurad in ALN.

Transectons in foregn currencies are initially recorded st the functicnal currency rate ruling at the date of
the transaction. Monetary assels and liabilities denominaied in foraign currencies are retranslated aj the
functional currency =pot rate of exchange ruling at the atatement of financial position date.

A differences are faken to the stetement of comprebensive income. Mor-manetary itams thal ane

measured in terms of historical cost ina forexn currancy are franskated using the exchange rates 55 at the
dates of the initial transactions

AZN i net a fully converdible currency outside the territcry of the Repubils of Azerbajan. Within the
Fepublic of Azerbaijan, afficial exchange rates are determined daily by the Central Bank of the Republic of
Azerbaijan ("Central Bank'), Markst rates may differ from the ofiicial ates, but the differences are,
generally, within narrow parameters monitored by the Cenfral Bank, As at 31 December 2012 and 2011,
the official rates of exchange wore AFSM 1.0377 = EUROG 1 and AZM 1.0178 = EURD 1, respectively
Transactons canominated in foreign currencies are recorded at the official eéxchange rate on the date of
the fransaction. Al 18 Fabruary 2013 thea exchangs rate was A7N 1 0453 = ELIRO 1.



Holcim {Azerbaijan) OuJSC
Motes to the Financial Statements (continued)
fAmowits presantsd ara av Azerbaland Manals, uhless otbernize sfaded)

2. Significant Accounting Policles (continued)

Slais Social Profection Fund

In accordance with the Law on Social Insurancs of the Repubiic of Azerbaian, as amended, the Company
{5 obligated oo contribute to the State Sccal Protection Fund on beha¥f of its emplovees. The Company's

contributions represented 22% of emplovess' salanes &3 reflected in the tax records both in 2042 and
201

Value Added Tax
Iha Lax authonties peamit the salllamant of sales and purchases value added 1= on a net basis

Value addod tax ("WAT) payable reprasents a fax relsted to sales payable to tax authorties upon
collection of receivables from customers net of VAT on purchasas, which have been sellkd at the
statement of linancal position date. In addifion, VAT related o sales, which have not been setfied at the
statement of financial position date (VAT defered), is also incuded in VAT payable. Whara provision has
bean madea for impairment of receivables, impairment Ioss is recorded for the gross amount of the debior,
inclhuding WAT

VAT recoverable relates fo purchases which have not besn sellled al the statemant of financial position
dade. VAT racoverable can be offset egeinst sales VAT payable upon payment of the purchases,

Hevenoe Recogniion

Ravenua is recognized io ihe exdent that it is probable that the economic benefiis will flow to the Company
and the revenus can be reliably measured, regardless of whan tha paymeani is beirg made. Reverue is
maasured at the fair value of the consideration received or recsivable, taking inte account contractually
defined tenne of payment. The Company asscsses ks ravenue arrangemenis against specific criferia fo
determing i it is acting as principal or agent, The Campany has concluded that it is acting as a pincipal n
all of s revenue aangements. Revenua from the sale of goods is recognized when the signifizant risks
and rewards of ownarship of the goods have passed o the buver, ustally at the moment Gf the praduct
shipment from the plant

ihtarast ncome

For all financial instruments measurad at amartized cosb infterest income is recorded using the effective
interest rate, Effective interest rale i the rate that exaclly dizcounts he estimaled fulure cash payments or
recaiptz over the expectad life of tha financial instrumert ar a shorer pericd, whese appropriate, 1o the nat
carrying amount of the financial azset or liability. Inberest meema s includad in fnance income in the
statament of comprahansive income,

Fiitarnia! Assals

Initiz| Recognition ard Measuremant

Financial assels within the scope of 143 39 are classified as financial assets at fair value through profit or
lczs, loans and receivables, held-to-maturity investments, avalable-for-sale financal assels. or as
dervatives desgnated as hedging insbuments in an effective hedge, as appropriate, The Company
determines the classfication of #s fimancial assetz at initia! recagniton. All financial azsats ae eodgnized
Irikally &t far vakus.

The Company has noi designatad any financial zsseis upon initial recognition as at fair value through
profit ar loss, held-to-matunity investments, avalable-for-sake fmancial assets, or as defvatives

10
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Notes to the Financial Statements (confinued)
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2 Significant Accounting Policies (continwed)
Financia! Assels ([contimwed)

Subeagquent Measurament
The subseguent measurement of financial assets depends an their classificaborn:

Lnans snd Receivablas

Loans and receivables ara non-derivativa inancial assels with fixed or determinzbla paymeants that ara nat
gucted inan active market. After initial measurament, such financial aesets are subsequently measund at
amortizad cost using the affactive intarest rate method, less impairment Amortized cost is calculated by
saking inte account any discount or premivm on acguisiton and fee or costs that e an integral part of the
cllectye mlerast rale moethod. The effeclive inferest rate method amcrizaton is included in financs
income in the statement of comprehensive income, The lsses arising from impairment are recognized in
the slatement of comprehensive incema in finance cost for bbans and in cost of sales or olther operating
expenses for receivables,

Drerecognition
& linancal asset (or, whorg applicable & partt of a financial asset or part of & group of similar fimancial
asseis) is derecognized whan:

e Therghts b recana cash flows from the asset have sapired;

#  Tne Company has transferred = rights to receve cash flows from the @sset or has assumao an
abdigation to pay the received cash fows in Tull without maleiial dalay o s third party under a “pass-
thiough® arrangermant. and either [a) tha Company has transfarred substantizlly all the risks and
reweards of the assel or (o) the Company has neither ransfermed nor rotained substantially all tha
risks and rewards of the a=zssf. but has transfarrad cantral of the asset,

Wihan the Coregany has fransferred its nghts o receive cash fiows from an asset or has entered into 3
pazsthrough arrangement, it evaluates if and o what cxlent it has retained the risks and rewards of
owrarship. When it has neither transferred nor retained substantially all of the risks and rewards of the
assel por ransferred control of the asszel, the asszal is recognized fo the-extert of the Company's
continuing involemant in e asset. In that case, the Company also recognices an associated lizhitty. The
bansherred asset and the associaled liabilly @ measured on a basis that reflects the rights and
abligations that the Company has retained

Cantinuing invehvemant that takes the form of a guarantes aver the ransfemed assel is measurad at the
lawear O the argleal Sarmding ameunt cf the assst &nd the maximum armount of consideration that the
Caompany could be required ta repay

Impairm=ent of Financial Asseis

The Company asseszes al each slatement of financeal position date whather there is any abjeclive
avidence that 2 financial zssat ar & greup of financial asseis is mmpaired. A financial asset o a group of
financial assets iz ceemed 10 ke impaired If, and-only I, there is objeciive evidence of impairment. as a
result of one or more events thal have ooourred afer the inisial recognition of the asset (an incured ‘loss
avenl’} and thal kss event has an impact on the astimated future cash flows of the financial asset or the
group of fingncial assets that can ba reliably esfimated. Evidence of imoalrment may includs indicaticns
that the deblors or 2 group of deblors is experiencing significant financial difficuly, defzuit or delinquency
in inferesi or principal payments, the probability that they will enter bankrupley o other firancial
rearganization and whera obsarvable data indicate that there is 8 measurahle decrease in the estimated
future cash flows. auch as changes in amears or 2conomic conddions that corretate with defautts.

Firancial Assets Camed at Amartized Cost

Fer finarcial assats camiad at amedized cost, the Company first azsesses individually whether alyeciive
evidence of imparment exisls indidually for inancial assats that are individually significant, or collaciively
far fmancizl 2ss2is that are natb individually significant. If the Company determings hatl ne objective
pvidence of mpawment exists for an individually assessed financial azzet, whether signifizant oronat, i
includes the 3z3af in a group of financial assets with simikar credit risk charactenstics and colkectively
aEzasses them e mpairmsni Assets that are individually assessed for impairient and for which an
imoairment Ioss i, or confinues to be recognized, are nol included in oa collective assessmant of
irrpaEirment.

T
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Notes to the Financial Statements [continued)
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2. SlgnHicant Accounting Policies [continued)
Financial Assels fconlinued)

Financial Assels Carred et Amomized Cosf foontinuen)

If there is chjeciive evidence that an impairment kss has incurred, the amount of the 53 15 measured as
the difference betwean the asset's carrying amcunt and the presant value of estimated future cash fliows
texcluding future expected credit losses that have nat yet been incurred). The present valus of the
estimated future cash ows is dizcounted at the financlial assels original effective inferest rate.

The carrying amaunt of the assel & reduced through the uge of an sllowance account and the loss is
racognized in prefit or loss If in @ subsequent year, the amount of the estimated impairment |oes
ncreasas of decreasas because of an evant accuring sfter the impairment was recognized . the
previously recconized impairment loss is increased or reducad by adjusting the alivwance account. IF a
write-aff is later recovered, Lhe racovery s credited to financa costs in the statement of comprehensive
INCOME.

Financial Liakidies

Initia! Recoanitian i
Financsal lmtalities within the scope of 145 29 are classified as financial liabilities at fair value through profit

or ass, oars and borrowings, or a3 dervatives designated as hedging mstruments i an effective hadge,
as approprale. The Company determines the slassification of s firancial liabiftizs 2t initial recognition

All financial liabilbes are recegnized initally at fair value and in the case of lnans and borrowings, plus
directly attributable fransaction costs.

The Campany's financial liatilities inclede trade and other payables, loans and borrowings and accroad
ligdillsas.

The Company has not designated any financial liabilifies upon iniial recognition as financial labiites at
fair value through profit or lass, or as denvatives desgnated as hedging instrumants in an effectve hedge.

Subsequent Maeasurement
The maasurement af inancial lizbifities depands on their classification as follows:

Loans and Gorrowings

After Invibial recognition, infterest bearing loans and borrowings are subsequently messurad &t amorfized
cost using fhe afective interest rate method Gains and losses are recognized In tha statarment of
comprehensive incomea when the liabildies are dereccgnizad as well 25 through the effective interest rate
methad amorization procass

Aranized cost is calzulated by taking nto account any discount or pramium on acguisition and fee ar
cosls hat are an integral part of tha afactive intarast rate melhod. The effective intarest rate method
amanization is incheded ir: finance coat inthe statement of compreiensive income.

M
A financial Hability is derecognized when the cbligetion under the fiabilily & decharged o cancelled or
ewpires, When an existing financial llabity is replaced by arothar from the same lender on substaniially
differant terms, of the terms of an existing lakilty are suostantially modified, such an exshanga or
modificaban is eated as a darscognition of the orginal lizbifty and the recognition of a2 new liakility, The
differenca in the respective carmying amounts & recognized in the statemant of comprahansive incame.

Fefer to Mote 18 for further datais on financial assets acd labilities
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Notss to the Financial Statements (continued)
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2. ZBignificant Accounting Policies [conlinued)
Frperty, Fant and Sqiimernt

Fropeny, plant and squipment is siated atinitial cost, net of accumulatad depreciation andfor impairment
krsses, if any. Such costs include the cost of replacing part of plant and sguipment when that cost is
incwrred i the recognition criteria are met. When significant pans of property, plant and equipmeant are
required to ba replaced at intervals, the Company reccanizes such pars as individugl assats with specific
useful lives and depreciates them accordingly. Likewise, when a major ingpection iz performed. iz oost is
recognized in tha carrying amount of the propery; plant ard equipment as a replacement if the recognifion
criteria are satisfied. Al civer repair and maintenance costs are recegnized o the slatement of
comprehensive income as incurred. The present value of the expected cost for the decommizsioning of an
asset after i1s use iz included in the cost of the respective assaet I the recogniton crileria for & provizion
are mei

Ceprecialion is calculated on & straight-line basis over the estimated useful fives of the assets as follows:

Buildings ard installations 2040 years
Machinery and equiprient 030 years
Vahicles. fumiture and ools -0 years

The camying values of property, plant and eguipment are reviewed for impaimment when events of
changas in cireumstansas indicata the camying value may not be recoverable. IF any such indication exists
and where the carrying values excesd the estimated recoverable amount, the assets or cash-generating
units CGEU") are writkan down to their recoverabia amount The recoverable amount of property. plant
and equipment is the greater of fair value less cost of sell and value inuse In assessing valus in uze, the
esficmatad future cash fows are discounted ta their presant value using a pre-tae discount rats that refiects
current market assesamentz of the fime value of money and the nizksz specific 1o the agzol

For ar assel that does nal generate largely independant cash Inflows, the recoverable amounl s
datarmined for the CGL towhich the asset belongs.,

An ftem of property, plant and equipment is derecagnized upon disposal or when no future economic
banafits ag axpected fam its usa or disposal. Any gain of kss arsing on derecogrition of the sssai
(calcylated as the difference between the net disposal proceeds and the carmying amcunt of the assel) is
included in the statarmeant of comprahensive income in the yaar the essat is derecognizad,

Pmeral raserves frapietant sie rastoration provision valued at cost and depraciatad based on the physical
unit-of-praduction method aver their estimated commearcial lives, Land is not depreciated

The residual values, uselul lives and methods of depreciation of property, plant and eguipment ar
reviewed at aach financial year end and adjustad prospactively, it appropriatz

Cafishucticn-mn-Hrogiass

Consiruchior-in-progress (“CIPY) represents capital construction of projecis not yat completed. The CIF
balance includes the aszets being constructed by the Company, the assels construcied by third partas
and complete assets which are not yet ready for intended use. The assets are ransfered from CIP to the
respactive category of property, plant and aquipment and dapreciation of these assels commences ai the
iime when the assets are pui into operation,

The FIFEFE";TI'IEI'IIIB mizde &nd majpor spane oargz |:I|.||'I3|'|a$E.‘d I connaction with coastrechon actvitias ara
alse included in CIF.
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2. Significant Accounting Policles (continued)
inlangible aszaly

Intarygible afzels scquired seperately are measured on inilial recogrition at cost, Following initial
recagnition, mianmble assetz are camed 3t cosl l@ss any accumulated amertization and accumualated
irmgairmant losses,

The usaful lives of infangible asseals are assessed as either finite or indefinite. Intangikle assetz with finite
lives are ametzed over the weeful economes life and assessed for impairment whenaver there is an
indication fhat the infangible asset may be mpaired. The amedization pericd and the amartization mathod
for an intangible assel with a finde vsaful ife s raviewed at least &t the and of each reporting pericd
Changes in the expected usefil life or the expected pattern of consumplion of fulure econamic banelils
embodied in the assel is acceunted for by changing the emorizaticn period or method, as appropriats,
and ara freated as changas in accounting estimatas. The amartization expense on intangible assots with
finite lives s recagnized = the statament of comprehensive income in the expensa categary consistent
with the funciion of the intangible assets

Intamgible asaets with indefinte useful ives are nol amortEed, but are tested lor impanmeant annually,
edngr Individually or at the CGU level. The assessmant of indefinite life is reviewed annually to detemine
wheather the indsfinite |fe continues ta be suppartable. If nat, the change in useful e rom hdelmite o
finite s mada on a prospeciive basks.

Zaing or losses arising from derecegnition of an irtangible asset are measured as the difference between
the net disposal proceeds and the carmying amount of the asset and are recognized in the comprabensiva
irame when the asset is darecognized

Ientohes

Inventories & walued at the lower of cost (determined using the weightad average methad) and net
realizable value.

Costs incurred in banging eack preduct to its prasent location and conditon is accounted for 85 follows:

Fanw mater s G Furchaze/exiractan cost on an average basis;

Zami-finished and finished gocds = Cost of direct matesiais and labor and a proportion of
manufasturing overheads  based an normal
coerating capacity but excluding bormrawing costs.

Het realizable valug is the estimated selling price inthe ondinary courze of business. less estimated cozsis
ol complaban and tha astimalad costs necessary to make the sale.

Imgadmment al pon-fianca! A55008

Tha Comparny assessas at aach staterrant of financial posiion date whather thera is ar indicatien that an
as5at may be imoaired, I any indication exists, or whan annual impairment testing for an assat is required.
the Caompany astimates the asset's recoverable amount An asset’s recaverable amaount i the bigher af
an assets or CEl's fair valus less cosls 1o sedl and its valua in use and is datermined for an individual
assal, unless the assel does not generate cash inflows that are largely independent of those from olhes
assels or groups of assets, When the carrying armount of an asset or COGU excesds its recoverable
amoun, the asset is considered impaired and is writien down o i1 recoverable amaunt.

In @ssassing va'ue in use, the sstimated fulure cash flaws are discounted to their present value using &
pre-tax dizscount rate that refiscts curent market assessments of the tme value of money ang the risks
specific 1o the azzet. In getermining fas valus loss costs 1o sell, recent market fransactions are taken info
account, i availabia If no such trensactions can be idertfied. an appropriale valuation modal 15 used.
Inese calculatans are cardboratad by valuatan mmuliiples, gquoted share prices for publichy fraded
aubsidiaries or othar available fair value indicators.
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Z SignHicant Accounting Policies [continued)
Impairment of non-fhahodl assels feonbiruod)

The Company bases s impairmant calculation on detailed budgets and forecast calculations, which ara
prepared separately for each of the Company's CELS to which the individual assets are allocated. Thesea
budgetz and forecast cakulations genesally cover a pericd of fiva years. For longer pericds, a long-term
growvth rate is calculaied and applied to project future cash flows after the fifth year.

Impairment losses of confinuing opsrations, including impairment on inventories, are recognized in the
slatement of compréhmnsive income in axpanse categories consistent with the functicn of the impaired
assel excep! for a propery previously revalued and the revaluation was taken 10 ofher comprehensive
inceame. In this case, the impairmant is alse recognized in other comprehensiva income up to the amount
af any previous revalustion,

Cash and Cash Equivaients

Cash and cagh equivalents comprise cash at bank and In hand as well as the VAT deposil asssount with
an anginal malunty of three manths or less.

Fropayments

Propayments als racognized and carried at the origina! amaunt of payment less provision far any amount
at risk of non-performance by the counterpary. Prepayments are classified as eilber current o non-
currant dapending on the expacted pericd of expiration and the nature of goods and services purchased

Provisions

Provisions are recognized when the Company has a prasent legal or constructive obligation as a resull of
pasl evenis, and itis probabke thal an culliow of resourcas will be required to settle the coligetion, and a
relianle estimate can b2 made of the amouni of the abligation

If thea effect of the time value of ronsy i material, provisions are determined by discounting the expectad
future cash flows al a pra-tax rale thal refiects current market assessments of the fime value of money
and where appropriate, the risks specific o the liabitity. Where decounting is used, the increase in the
provision due to e passage of time i recognized 85 & finance cost

Site Restedalion Provision

Provision for site restoration 5 recognized when thera is legal or constructive chligaton o re-astablish the
surface and underground of a guarry atter extraction. & corasponding fixed assat of an amount equivakent
to the intial provision for 2ite restoration, which represants the prasent value of the expenditures expected
to be incurred to seitle the obligation, is capifalized immedistely after the sripping aperation is compleie
The unwirding of the discount is expensed as incurmad and recognized in Lthe statemant of comprehensive
income ag & finance cost. The estmated fulure costs of restarafion are reviewsad annually and adjusted as
apprapriate. Changes in the estimated fulure cosls o n the discount rabe applied are added to ar
deducted from the cost of the asset

Dermolishment Provision
Expenditures that relate o an exisling condition caused by past operations and do not confribute o
current or fulure eamings are expensed. Ligbitites for demalishment costs are recognzed when a chean-
up s probable and the azzociated cosis can be reliably esfimated. Gernerally, the fiméng of recegnition of
thess provisions coincides with the commitment 1 a formal plan of achion o, f easlier, on divestmeant or on
closure of inactive sifes.

The amount recognized is fhe best estimate of the expenditure required. Where the lability wall not ba
seliled kor a numbar of yaars, the amoust recognized is the present value of the estimated futurs
expenditurs
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2. Significant Accounting Policles (continued)

Borrowing sosts

Borrowing costs directly attributable to the acquisition, consiruction or preduestion of an asset that
necessarily akes a substantal period of time 40 gat ready for its intended dse or sals ara capitalized as
part of the cost of the respective assets. All other Barrowing costs are expensed in the period they coour,
Borrowing cosls consisl of intorest and other costs that the Cosnpany incurs in connection with the
borroweing of funds,

inoome Tax

Layrrent Income Tax
Current incame tax assals and liabilibes for the current and prior periods are measured at the amount

expected o be recoversd from or paid o the tax authorities The tax rales and tax laws o compute the
amount are those that ara enacied ar substantively enacted at the statement of financial position date

Current income tax relating {o items recogrized direcily in equity is recognized in equity and nat in the
statament of comprehensive income. Managemeant periodicaily evaluatas postians aken In the @ relums
with respect to stuations in which applicable tax regulasions are subject o interpresatian and esiablishes
provisions where apprapriate

Defermed Tax

Deferred tax = provided, using the batance sheet method, on all temporary differsnces st the statemant of
financial position date between the tax bases of assels and Babiliies and heil camong amounis for
financial reporting purpases at the reporing data

Deferred tax liabilities are recognized for all taxable femporary differences excapt

¢  Whare the defaned tax ligbility arsas from goodwill emedization ar the initial recognition of an
asset ar liability in & transaction that is mof @ business combination and, at the time of tha
transaciicn, affects neither the sccounting profit nor tazable profit or loss;

% In espact of faxable lemporary differences associated with investments in subsidiaries,
associaies and interesis in joint ventures, except where the timing of the reversal of the termporary
differarca can be controlled and 4 s probabia that the termpaorary difference will not reversa in the
foreseeable futre

Defarad fax assats are recognized far all deductibie tempaorary differences, camy-forward of unused tax
assals and unused tax lossos [0 he axland hat it is probabls that fzaxable prohi will be availakle against
which the deductible temperary differences, camy-forsand of unused Lax credits and unused tax lcsses
can be utillzad exeapt

¢ WYWhere the deferred tax assel relating to the deductible tlemporary difference anses from e initial
recognidion of &n asset or liability in & fransaction that s net 8 business combination and, at the
time of the ransaction. affects neither the accountsg profit nor taxabie profit or bss: and

« In respect of deductible temporary differences associated with invastmenls s subsidiaras.
gszociates and intarests n joint venturas, deferred tex asaets ane only recognized 1o the extani
that it iz prabable thal the temporary differances will réversa n the forascaabla future and taxabia
profit will be avaiable agains: which the temporary diference canbe utilized

The carmyng amount of deferrec tax assets is reviewsd at each staement of financial position date and
reduced {o the sxient that it is no longar probabla that sufiicient isxable profit will b2 available o allow all
ar part of the defered tax asset to be wiilized. Unrecognized deferred lax assals are massessed al each
reporting date and ard recognized to the extant that if has become probabile thet future taxable profits waill
alfow the deferred tax asset 1o be recovarad.
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2 Significant Accounting Polickes (continued)

incoeme Tax foonknued)

Deferred Tax (continued)

Deferred fax assels and liabilties are measured at the tax rales that apply o the pericd when the assel &
redlized or the liabiity 15 selled. based on tax rates (and tax laws) that have b=en enacied or
substaniively enacted af the statement of financial position dats.

Deferred tax relating fo Hems recognized oulside profit or loes is mecognized cutside proftl or loss.
Deferred  tax dems are recocgnized in cormelation foo the undedying fransaction ether in cther
coprehensive income or directy ineguity.

Deferred tax assets and deferred tax liabitities are offzet If a legally enforceable nghl exsls o sel off
current tax assets agaimst current income tax liahilities and the deferred taxes relste o the same taxshle
entity @nd the same taxaton autharity.

Fefted Parly Transactions
For the purposes of IFRS financial staterments. parties are considered o be related I one party has the
abilty fo cordrol the other parly or exercisa significant infuenca over the ciher party in making financial or

pperational decisions, |h considering each possible related parly relationship, attention is direcled to the
substance of the ralaticnship, not merely the legal farm.,

Related parizs may enter into fransactions which unretated paries might nat, and rarsactions batween
related partiez may not ke effected on the same terms. conditlions and ameunts as transactons babesen
unrelzted pardiss.

It iz the rature of transaciions with related parties that they cannat be presumed [0 be carried out onan
arms length Basis.

Divitands

Cividends pavable are recognized as an appropriafion of retained samings in the pericd when declared
Trads Payable, Acoread Liebidiiss and Advances from Dustamers

Trade payabda and scoruad liabilties are carmied at cost, which is the fair value of the consideration 1o ke
paxd in the future for geods and servces recelved, whether of not billed Lo the Coempany. Advances from
customers represent orepayments for supply of cement

Raclazaficafions and mvisions

A reciassification has been made ta the priar year's amounts in the Statement of Cash Flows o confaem

Lo the currenl year presentation. The meclassificabon has been made for comparative preseniation only
and has no effect on financial position. resulis of aperations and equity in any of the pricr penods.

Statement of Cash Flows Amount
Mon-cash adjusiments to reconcila orofi bafora tax to nat cash flows;

Bonug provisicen 2 388 TET
Changes in operating assets and Sabilities:

Prawision [ 385 VET)
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3. Property, Plant and Equipment, met

Property, plant and equipment consisted of the folowing as at 31 Decambar.

2012 2011
Croest
Buildings and instal lations 201,175,332 76,867,723
KMachinery and agquiprment 165,541,643 Bd 762 083
Wehicles, furniiure and tools 30,970,897 27 830,238
Land and minesal rezerves 2.412.9%0 2176983
IR 55,453,434 252 AB3 387
455,594,296 455 V20, 414
Aoccumulated depreciatkan,
Buildings and instailations 44 032,243 49134, 6524
Machinery ard equipmeant 30,453,137 AB 822 324
Wehicles, furniture and tapls 1 456 368 fa4. 559013
Land and mineral reseives 213,493 108,223
81,255,242 112,624, 558
Met book value 364,339,054 346,086,025

&n analysis of movament in proparty, plant and sguipment for the year ended 31 December 20912 was as
Tedlows:

Buildirgs Machinery Wahiclas, Land and
and ard furnlture and  mineral
installations equipmant tools TRREVeS CIP Total

Met book value as at
21 Docember 2011 2T OXZ A4 5500 ThD 8071225 E0G3.TE0 22 ap33sy 346,005 025

Acdadions - - 236007 22 190G 447 32 435 504
Dlgpeaals [221,385) 17 330 - - (238 Tadh
Transfers fram CIF 134485 402 125,541 050 9152 SHD (&R0, 185%.450) .
Deprecation charoge

for the year 48638271 (6.3RE012) [AEEL T (205270 - [13.853,751)

Met book value as at
31 December 2012 15'."-143-.E|8_B_ 13_5.MH,EDE 14,514,558 2099497 55,493,434 364,330 054

el E W LR B R

In January 2008 Halcim's Management Board approved the project for construction of the new kiln line
[*Kiln B with the purpose [0 increase e existing clinkar production capacity. As at 31 Decembser 2012
total expendiures capitalized under Kiln § amounted AZRN 217 V56,702 {2011, AN 287,535 838 of which
AEM Z0165, 664 (2071 AZM 4,352 827 represantad a balance of advance paymenis. The major portion of
balance remaining on advances as a1 31 December 2012 iz reoresentad by advances of AZN 1,203 758
{2011; AZM 2 B35,018) made b CBMI Copstruction Co. Lid, ["CBMI'Y for the consiruction of the new iln
line. The total value of the cantract with CEWMI s ELUIRO 165 4 million.,

O 27 September 2042 final statement was signed between CEMI and the Company accordmg to which
pravisicnal taking cwar for first part ‘Limestone Crusher to Clinker Transport” was done Expenditure
capitalized under first part amounted ALM 264,427 484 (in 20171 nil). Provisional Bking over for sacend
part "Tradilional Fuei Preparation and Handling Department and Packing ard Shipping Deparment
(Cement Jilo) is expected in the secomd half of 2013, Based on final statement EURD 16,277.01Z (AZN
16,464, 188} was defined as due to the CEMI of which as of 37 December 2072 EURD 5.138,506 (AZN
5252 095 was paid. The payment of the rest amaount |5 axpactad in the first half of 2093,

Az oal 11 Decernbar 2072 finance charges capitalized to the cost of the maw kiln project amountad AZN
3866 440 (2041 AZN 12 206,508). Finance: charges for the bans borrowed for the new Kiln construction
accrued till March 2012 have been fully capitalized. Starting fram April 2012, accrued interast was
capitalized o proportion of the rew kiln related CIP balance b3 belal cost of the new kiln project, the

remaining amourt of accrued interest was recognized in the Statement of Comprehensive Income wndar
finance cost (zae Maots 23)
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3. Property, Plant and Equipment, net (continued)

Depreciaton of te naw kiin line related assets brought intd cemmercial use staried from darch 2012, Old
kilms ware fully depraciated during 2011

The legisiation of the Republic ef Azerbzijan requires the Company to abiain certain permits fram different
governmental autarities before e commencament of the aperations of the rew kiln line. The new kiln
lina iz subject to the final accepiance by the State Commission of the Bepuble of Azerbaijan. While there
is abvavs a theoretical risk assoclated with the absence of all required permits, Management believes that
all required permits will ba obiained in due course in 2013

In accordance with the contract with CBMI and in order to secure the paries from non-performance of
conliaciieal abligaticns, CBMI dalivered o the Company unoonditional and imevocable bonds [(sdvance
payment, peformance and wamanty bonds allecated by the stages of constrection and nslkallaticn
process). The remainng balance of advance payrmants bond issuad by CBMI delivered from Industrial and
Commercizl Bank of China consgtituted EURO 8279 000 (AZN 8425 356) as al 31 Decembar 2011,
Advance payment bond expired on 31 July 2012, On 20 December 2012 CBMI delivered to the Company
irrevocable retention maorey gquarantee from Commerzbank AG Frankfurd Am Main in otal amount of
EURD B.317 552 (ALN B.831,1258). The guarantae is valid uniil either one month after issue of final raking
cver certifizate or until Octcher 20114, whichaver i earlier,

4, Intangible assets

on 23 Jung 2011 the Company acquired ‘inter-vulkan® LLE - a non-operating company with the scle
aszal roprasentad by the license o mire volcanic sand. The cost of this aoquisition amaounted 1o AZN
1,500,000, "Inter-Vulkar®” LLC has a 25 year lease agreement with local Executive Power of Absheron
regian-and ne land mining licanse issuad by the Minisiry of Ecology of the Republic of Azerbaijan on 7
Saptember 2011 The mining license has been granted for a period of 5 vears and has an oplion to be
ranawed subject to the Caompany mesting the terms of the licenss

0n 16 December 2011 the Company acquired "Shanhgaya West® parnership - a nan-operating sompany
with the sole asset reprasented by the right o mine limestons for 48 vear issued by local Execufive Power
of Absheron region. The cost of his acquistion amourted to AZN 3000000, Gn 30 January 2112 this
raning right was fuithes confirmed by the license issued by the Ministy of Ecclogy of the Republic of
Azerbaijan. The mining lizenss has been granted for @ period of 5 vears and has an option e be renowed
subjecl o the Company meating the {erms of the lieanse.

Na aparaticn undar balh licenses fas basn made during 2012,
5  Income Taxes

Major components of income iax expense were as fallows for the year ended 31 December

2012 2011
Current income tax 6,231,273 B.452 BOT
Deferred tax:
Relating to crigination and reversal of iemparary differences 6,765,248 2544 318
Incomne [ax exoense rﬂpﬂﬁﬂ:ﬂ iry tha Statement of
Comprenensive Inzoms 12,996, 521 11,397,015

Curng 2012 and 2011 the RBepublic of Azebaijan was the only tax jurisdiction in which the Company's
profis were subizet to taxation
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5.  Income Taxes [continued)
The foliowing = & reconciliation of the income e axpensa o the armount that arose by applying the

slalulary e rate b the profit befora income {ax reporied in the accompanying fingncial statements as at
31 Dezember 20012 and 2011, respectivehy;

2012 2011

Profit befone incame 8 51,104,862 50,327,527
Slatutary Tax rate 20% 20%
Expected income tax expensea at the statutary tax rate 10,220,872 10,085,505
Mon-deduclible expenses 5,018,278 1,182 248
Cither non-iaxable income and non-deductible expenses {242,72%) 144 268
Income fax expense raporbed in the accompanying financial

statements 12,996,521 11,387,015

Thi following delarsad lax asseisliabiltios were calculaied by applying the statuiony enacted fax rate of
205 far 2012 and 2011, The rate in effect at the staterment of financial position dates resulied in Lha
emparary differances botween the lax basis of assets and liabilities and the amaounts reporied in the
accompanying financial ststements a5 a8t 31 Decamber;

2012 2011

Defarred mcome tax lakbilities:
FPropeny, plan: and equipmeant (14,459 603) (B.827 8974)
Trade pavables {49,784} {49, 784)
Long-term financing liakility (124,135) (211,015}
Shart-term financing lishifty {61,341} (155, 534)
{14,655,063) P8.257,312)

Oefarrad income tax assats:

Inventariss AhE BE1 15004
Accounts raceivable 208 328 2og NAE
CHhar current liabilities 1,718,411 TO5.E1E
Provisions 837,911 G6E5.514
3,361,451 1 588 048
Net deferred tax liability {14,333,612) (4,568, 364}

6. Frepayments
Current prapaymants

Current prepayments as a2t 31 December 20102 and 2011 are prirmarnly represented by prepayments made
Lo suppsioss for ras matenals, parts and suppliss, equipment and services,

MOR-cUrrent prepayments
Mon-currant prepayments as at 31 December 2012 and 2017 are represented by prepayments made to
cne af the suppliers for purchasze of permanent mghts 1o possassion and use of the limasions. The

prapayment is expeclad to be ulilized within the next thirty years, sheoughcut she period of the delivery of
the limestone tothe Company.
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7. Inventories, net
Curnend inventonies

Curpent inventonies, nat, comprised the following as &t 31 Decamber:

2012 2011
Faw materisls 1,512,169 934 435
Packing materials 337 134 1,142 767
Farts and supplias, net 2,703,336 4. 75 838
Semi-finished and finishad goods 4,532 642 o 0dd 863
89,085,341 D Ans 203

The carrying value of parts and suppiies as at 31 December 2012 has been decreased by an allowanos
for shw-moving and obsoleta inventories of AZN 1,585 817 (2011: AZM 3 240, 258}, In 2012 inventorias
ralzted to old kilns alrezdy provided in full have een writien off in tatal amount of AZN 2 354 641

Mom-currest mvenionss

Non-current inventory of A2ZN 4525575 a3 at 31 December 2012 (2001 AZN 5465 087) represents a

limastens purchasad from cne of the suppliers for lorg-term usa.

8. Trade and Other Recelvables, net

2012 2011
Trade accounis recsivables 2,343 804 2680 021
Crther receivables 185,368 05 Qa7
Alloweances for doubtful accounts {1,496 642} [1, 4565420
1,032,630 1,593,326
Trade receivables are non-interest bearing and are generally on 15 t2 30 day terms.
8. Taxes Receivable
2012 2011
WAT receivabila B30, -1 1.07% 187
Currant lax resaivable 243,383 -
Other laxes 25,036 -
1,098,440 1,078, 187

WBT and current tax recedvable ars recoversble from the tex authorities by means of an offset against
future tax liabilifies or as & direct cash refund, Management pericdically reviews the recoverability of the

balance of taxes recaivable and believes they are fully recoverable within ara year.
10. GCash and Cash Equivalents

Cazsh and cash equivalents comprised the following 3s at 31 December

2012 2011
Cash at bark, AZN 3,748,138 24,058,703
Cashat vank, WS Dollars “USD) 143,975 91,018
Cash at bank, EURG 274,021 11,802,041
Cash al bank, Swizs Francs ("CHE") 20,532 10,0149
Cash at bank, Russian Rubles ("RURT 4,553 2,589
Cash at bank, Great Britain Pounds ("GEF) 5,598 14,843
Cashan hand 5 1,993
VAT deposit anzount, AR 1.400,827 11,321,627

25598 644 47 118,843
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10,  Cash and Cash Equivalents [continued)

Effectve 1 Japuary 2008 the state f2ax authonties infroduced VAT deposit accounts and enforoed
paymants of input and cutput VAT via these accounis, In orger to comply with new tax reguiation, the
Company has opened 3 VAT deposil accounl. in accordanca with this regulation, the balance on VAT

caposit account may anly be withdrawn with & 45 days notice o the tax autharitias

11. Equity

Authonzed capilal

&g at 31 December 2012 and 2011, the guthonzed and autstanding number of the Company & shares was
1,550,844 The par valug of @ach share = AZN 20, All izsued shares have baen paid in full The share

capital comprised the following as at 31 December 2012 and 201 1:

Mumber of shares

issued and outstanding

Ownership

Hoeam 042 874 65.00
EERD 159,064 10.00
AlG 159,064 10.00
HaAR B7 A74 .82
[Hinar sharehalders 165,168 10,38

1,500,644 100,00

Addifional paic-in capital

The amount of AZMN 3,301,937 included in Additional paid-in capital as al 31 Dacembar 2012 and 2011
represents the outsianding balance (along with the captalized interast) of a ban borrowed from HAB In
accordance with a Loan Agreement dated 1 Oclober 1238 and further forgivan ot he Company in

accordance with the ktlar received fram HAEB in 2007
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12. Interest-bearing Loans

Carrent iferest-heanng loans ang bormawings

Balance as 8t 31 December

Maturity Cniginal
Dl Currency 1z 2011
EURC 20 mdlion HAB o Ocioher
loan {Sensr ban) 2015 ELURC 7,580,034 2,908 000
Interesl accrued under
HAB loans EURC 139 468 T
Current porthon of loans
due to related party T, 29,603 227757
EURS 30 milllan EBRD 5 Ootaber
loan (&1 loan) 2015 ELRED 5919271 ZETR 754
ELIRC 20 million EBRD 7 Cctober
oan (B2 loan) 2014 EURD 6,241,727 2612 975
EURO 20 million EBRD 5 Cotobar
foan (B1 loan) 2015 EURG 6,612,847 1,819,159
g Octabeer
EURD 20 million ADE! loan 2018 EURD T.538.050 2831378
5 Ochaobar
ELRC 1S million DEG® an 2018 EURD 8,073,029 2123512
& Oclaksar
EURQ 15 millicn OFID” loan 2015 ELRO 6,056,618 2054 747
Irtarest and commmitment fee
accrued under EBRD loans EURD 31B,4B2 1,051,256
Inbarasl accivad under ADE loans EURD 138,468 aT1.7aT
Intarasl accruad under DEG loans EURD a4 137 293 A0
[ntarest acoread under OFID lsans ELRO 112,075 208 267
Current portion of loans due to
third parties _43.BOE,TO5 16435391
12 Decambar
IBAY credit facility 2013 ATM 100,00 94 599
04 Mowembes
Yapi Kred: BEank 2016 AEM - 7,105 853
Diher short-term loans payable 100,000 7,205 832
Total short-term loans 51,636,208 20,920,950

! Agian Develoement Bank (ADE"

® Dewbgele Iewestilions- und Erfvickhungsgesellschal moH CDEGT
" DPEC Fund for Intemations! Cevelopraent OFICT

" International Benk of Azerbaian (*1BA")
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12, Interesl-bearing Loans (continued)

Long-term interest-bearing loans and borowings

EURD 20 millicn HAE loan
(Zanior an)

ELURC 20 miliion HAE loam
(subordinated loan)

ELRD 20 mifion HAE loan
(subordinatad loan)
Inferast accrued under HAB loars

Non-current portion of loans
from related party

ELURC A0 mdlion EBRD laan (&1

loan)

EURG 20 million EBRL koan (A2
loan)

EURD 20 million EBRD hean (B1
loan)

EURC 20 millian ADB

ELRED 15 million OEG

EURC 15 million QFID

Non-current portion of leans
from third parties

Total long-term loans

Financing from EBRD

Maturity
Drate

& Chztober
2015

Final maturity
date [see
Bl

Final maturity
date [sea
balow]

g Octabwer
2015

& Qoctober
2015

5 Oclober
2015

S October
2015

& Otober
2015

& Octoder
2015

Original
Currency

EURD

ELIRO

FURC

ELIRO

ELURG

EURO

EURD

ELIRD

EURD

ELURG

Balance as at 31 December

2012 2011
6,878 468 17,445,000
20,754,000 20,355 040
31,131,000 30,534 000
9,325,401 5,361 865
68 088,869 73,694 A65
2,097,150 158,224 8487
= 11,293,710
1,344,767 12,148,716
6,710,084 17,345 802
3,505,517 13,010,152
3,501,423 12972275
17,878,951  B4.997222
85,967,820 158,657 087

O 28 September 2008, thae Company signed a loan agreement with EBRD (the "EBRD Izan agreemeni’)
o finance the construciion of Kin & (3ee Meote 3). The [carn initially consizied of two parts, A1 loan in the
armount of EURC &0 millizrn and &2 loan in the amount of EVRCE 70 milicn, On 24 June 20100 the
Company 2igned an amendment agresmen: #1 1o the EBRD lcan agracmant whereas ioan &1 was split
betwaen A1 and B1 lcans in the amount of EURC 30 millicn and EURO 20 millien, respeciively. On 23
August 2011 the Company signed an amendment agreamant #2 to the EERD loan agreement whereas
A2 Inan was decreased o EUROD 20 milion, Decrezse in AZ lcan was compenzated by new ADE [oan
EURD Z0 millkior, DES loan EURO 15 million, CFID loan EURD 14 milicn. As 3 resuli, the Company
repaid EURC 35877 CA0 (AZN 391532930 and drew cow EURO 20 millkss undar ADE loan agraement
ard EURG 15 miflicn undar &ach DEG and OFID loan agreament.
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12, Interest-bearing Loans (continuec)

Long-farm infarasi-baanng loans and bormowings (oontinued;

Figning from EBRD {continued)

On 27 December 2071 the Gompany slgned an amendment agreement £3 to the EBRD Ioan agreamant
whereas the firs! repayment date was moved from 5 January 2042 10 & July 2042 The repayment of A1,
A2 and BY loans shall be made in equal instalimants ending no later than § Cotober 2015 for A7 and B1
loans, and & Oclober 2014 for A2 lnan, The interast rate under the EBRD lpan agreement is caloulated a3
EURIBOR + margin. Tha margin = linked o the ratio of Senior Dabt {35 defined in the EERD lcan
agregment) 1o the Company’s EBITDRA (Eamings before Interast, Taxes. Depreciaton amd Amortizaten)

In accordance with the EBRD loan agreement, the Company paid a non-refundable boan ongination fee in
the amount of EURD 3 milticn (A28 3,525 1600 In 2005, This fea = recognized at amordized cost over the
lifz of the loen agreemant During 2012 the affective inferest rates under A1, A2 and B1 loans were &.3%,
9.5% and 8.2%, respectively, (2011, A1 was 9.2%, A2 was 9.5% and Bl was §.2%).

In accordance with the EBRD lcan agreement the Company shall accrue and pay cornmitment fae of 0.5%
on unuzed portion of the loan. The Company did not record commitment fee payable as at 31 December
2012 12011 AZN 25,110).

ELRC 20 million ADB foan

O 23 Awgust 20711 the Company entered into 8 loan sgreement with ADB for ELRO 20 million, In
accordance with the ALB bban agreement, the Company paxd a non-refundabla loan ongination fee in tha
amount of EURC 200,000 (AZN 2266200 in 2011, This f=e is recognized at amortized ¢ost over the life of
the koan agresment. The inlerest rate undar the ADE loan agreament is caloulated as EURIBCR + margin.
During 2012 the efeclive interest rate undar ADE loan was 6.3% (2011 7.8%).

EURS 15 million OEG lnan

Cn 23 August 2011 the Company entered inte a loan agreement with DEG for EURC 15 millicn, In
accordancs with the DEG koan agreement, the Company paid a noa-refundable loan onginaton lee in the
amount of EURC 150 000 {AZN 171.04E) in 2011, This fee is recognized at amotized costover the life of
the koan agreement The interest rate urder the DEG kan agreemaent i caloulated as EURIBOR + margin.
Durirg 2012 e effectve interest rate undar DEG fozn was B.45% (2011 779

EUAD 15 mulitan QRO nan

Cn 23 August 2007 the Campany enlened into a lean agresment with OFID for EURD 15 millkan. In
accordance with the OFID loan agreemens, the Company paid a non-refundable aan orgination fes in the
arnaunt of EURO 225 000 (AZN 256 568) in 2011, This fes is recognizad al amortized cost over the life of
the lzan agresmant During 2012 the effectva interest rate under OFID loan was 7 1% 20491 7.79%),

Tha EERD, ADE, DEG, OFID lban agresments alza contain varous afirmative arsd negative covenanis
which reguire the Company W maintain cerlain financal ratios, maintain environmental and social
compliance. obfain EERD, ADE, DEG and OFID consent before underaking new capital expendituras
cwver predefined thresholds az wall as a number of othar covenarts. The financial ratic covenants become
efiective upon the commencement of repavmert, whike other coverants menticned above are effective
from e date of the fisl disbursament of funds onder ihe EBRD, ADE, CEG, OFID loan agreemants,

ELRD 30 raittare HAE loan {Subordinaled ioar)

on & Juty 2010 the Company entered wte @ Ican agreement with HAB for EURC 30 milbon. This loan has
a tarm which is one year lknger than fhe remaining matuity of EBRD AT Ioan, In aocordance with
Amended and Restated Project Funds and Suboodination Sgreement (the "PFA") signed among the
Company, HAE, EBRD, GQFID, DEG ard ADE dated 23 August 20401, the pavment of all cr any part af the
laan shall be postponed undil tha Sanior Indebtadness (as defined in the PFAY has been paid in full
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12 Interest-bearing Loans (continusd)
Logr-fartiy (ntoresi-teainsg ans anog Merdaings jeoninued)

ELRD 20 milian HAE foan [subardinatesd ioan)

On 31 March 2050 the Company entered infc a8 Ran agresment with HAB for ELIRO 20 millicn. In
accordance with the PRA, the paymant of all ar any part of the loan shall ba postponed until the Seniar
indebtedness has besn paid in full

The interest accrued under the above menfioned subordinated HAB bans shall be due and pavable
gquarterly on 10 Janwary, 10 Apdl, 10 July, 10 Oclobar. In accordance with PRA the payment of interest
shall be postponed until the Senior indebtedness has been paid in full Managementl expecls lo
camimanes s mbarast rapayment on 10 April 2015, Accordingly, inferest accrued under thesa loans in the
fotal amount of AFM 9325401 (2011 AZN 5361 855 is clazsified as long-term in the Statement of
Financial Position as gl 31 December 2012

EURC 20 mihon HAEB loan {Semod iean

On 22 August 2011 the Company entered into a kan agreement with HAB Tor EUROG 20 millicn. The
rapayrmant of the Senior loan shall be made in equal installments ending na later than 5 Cctober 2015,
The Company startad repavment of the kaan on 3 July 20172

184 cradif fagiihy

O 12 Decembear 2005 the Company entered into AZN 10 million credit line agreemant with 1BA, During
2012 the Company did nof make any new draw down or repayment. Interest accrued in 2012 ameuned o
AR 15998 (2011, loan received - AFM 2182 370 principle repaid - AZN 2,282 371, accrued interest
repaid - AZM 62 0458), On 8 February 2013 the Company signed an amandrrant o the agreement and
decieased cradit line frorm AZMN 10 millien to AZM 5 million. The cradit facility is unsscured and bears an
interest of 125, The mawrity date of the credit facility is 12 December 2013,

an Kredi Bank credit facitty

O 11 Avgust 2011 the Company entered into AZM 3.5 milbon credit ine agreement with Yapi Kredi Bank.
During 2012 the Company sepaid all principal and accruad inferest (201 1: loan received - AZMN B, 200,000,
princinle repaid - AZMW 7624 954, accrued interest repawd - AZN 109,208}, On 22 December 2011 the
Company smed an amendmand 19 tha agreement and increased credit ling from AZN 3.5 million to AZM
3.5 millicn The credit facility i3 unsecured and bears an interest of 15%. The matunly date of the cradit
facility is & Movermber 2076,
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13, Provigions
Long-fars Frovisions

Lormg-lerm Provisions compriged the following:

Site Provislon for Ciher tax
restoration injuries charges Total
Agal A1 Decarmbsar 2070 A35 448 da4 003 - 225 452
Utiized during the year : (147 404) : (147 454}
Accreton changs 28,2595 G555 - 85,280
Adlditional provizion 21,341 202 187 223 528
Change in estimats 1,263,204 SE0,055 ¥ 1,843,353
Az at 31 December 2011 1,748,380 1,096,749 = 2,844,129
Liilzad during the year . [ 142 890) . (142, 690
Acoretion charge O 412 af 927 . 151,939
Additional prowvision G0 G645 BG a8 451 121 G40, 168
Change in esfimate 136 335 B0 145 945
As at 31 Dacember 2012 2078792 1,108,378 451,121 3,649.291

Site Restoration Provision

In accordanocs with the Law on Mineral Reserves of the Republic of Azerbaljan, the Gompany s ebliged (o
re-gsiablish the surface of tha quamies after axtraction. The Company calkzulatad the present vslue of the
site restoration cost using a dscount sate of 53% Jin 2001 5.4%). The Company astimates thatl the
relaied costs will be incurred in 2080 through 2082 The fallowing inflation rates weare applied in calculation
of discounted cash flows:

2018
Year 2043 2044 2016 2098 2017 andd after
Inflation rate 2.4% 4. 7% & 0% 5. 20 3% 505

Provision for Injures

In accordance with the Lakar Code of the Kepubls of Azerbalan, emplyvess who bave been injurad and
whase healih has been adversely affected [cooupationa! disease) a5 a result of an accident during the
production process muest be compansated for the kss assoclated with such accicant os diseasa o, and
caly i, an employer is found guilty [parially or fully) based on the resulis of investigation carried cut by the
authordies. The Company calulatad the present valug of the long-derm injury payments o employees
using & discount rate of 5.3%: {in 2091: 5. 253%) For the purpose of calculation of the lifetime pavments to
Injured emplovees, the Company estimaled a life axpectancy as 71 and 77 for men and women,
respectively. The infation rates used for Site Restorstion Provision were apolied to match the escalation in
enverags salares.

Management expects that the refated injury payments will eoour until 31 December 2042,
Shor-term Frovisions

Short-term provisions comprisad the folowing:

Tax Demalishment
Bonuses penalties provision Total
&9 &t 3 December 2010 &, 575,44 301,354 = 2EFR 2R
Utilized during the year [2,373,644) yal, 38a) - (2570, 28
Additional provision 2,586 TRT - 2,385,787
As at 31 December 2011 2,385,767 . - 2,85, 767
Lilized during fhe year (1,587 424) - (1,552 424,
Additinnal prowvision £ 434 841 4,220 000 3,854 84
As at 31 December 2012 2,828,184 - 4,220,000 7148 184

Dermalishment  provision represents casts  associated  with  democlishment of old kilns: Due to
cormmissioning of the new kin line, produckan on-old king has been permanently stopped. Management
expacts to complate demolishment of ald kilns il the end of 2013
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14. Trade Payahbles

Trade payablas as at 31 Decamber 2012 and 2011 reprasent amounts due ta suppliars for purchases of
inventaries, producticn machirery and equipmant.

15. Accrued Liakilities

Shori-term-accrued liabiities comprisaed the following as a1 37 December

2012 2011
Third party accruals 14,822 B40 24 731153
Cithier tax fiahilifies 3,995,813 B2 Ba5
Cither accraals 17,570 22,340
18,337 223 25328 334

Third party accruals as at 31 December 2012 and 2011 meainly related to the construction of the new kiln
line [ses Mol 31

In accordance with the terms of the agraemeant with SEMI, the Coenpany shall defer a certain pradefined
percentage af tha fotal billings relating to work performed and goods supplisd by CEWE during the pericd
of constructon unlil provisional takisg over of tha naw kin Bne [gee Nole 3) and submission of tha
necessary documeniatian by CEMI The Company acorused AN T 252 087 a3 shont-term pavable o CEMI
as al 31 December 2012 (2071, AZN 15 855, T0Z).

16, Contingencles and Operating Environment
Ciirrent Dusiness anvionment

The Company's cperalions are concucted in the Bepublic of Azerbaijan. As an emerging markat, at the
prasent time the Republic of Azerbalian does not possess a welkdeveloped business and regulatory
irfrastnecture that would generally exist in 2 more mature markel aconcmy.,

Whils1 there have been improvements in economic rends in the Republic of Azerbaign, the couniry
continues to display certain characterztics of an emerging market. These characterstics include, but are
nat limided 1o, the existence of a currency that is nol frecly convertibie in mosl counfrias aulside of the
Republic of Azerbaijan. The fex, cumancy and cusioms kgslation within the Republic of Azerbaiian =
subject to varying intempretations, and changeas, which can occur fraguently.

The fuure econams direction of the Republic of Azerbaljan s largely dependent upon the effeciivensss of
economic, financial and monetary measures underiaken by the Azerbajjan Governmeert, together with tax,
legal, regulatory, and palitical developmenis. Management (s unable o pradicl all devalopments in the
econamic anvirenment which would hava an impact an the Company's operations and consequently what
effect. if any, they could have on the financial position of the Company.

The Azsroajani econgmy is vuinerable o market downturns ard ecoramic shwdowns slsewbars in the
word, While the Azerbaijan Government has infroduced a range of sishilization messures, there
continues o be uncertainty regarding the accesz to capital and cost of capil for the Company and i
counterparties, which could affect the Company's financial position, results of operaticons and business
prospects. While Maragement believes s taking approphata measures to support the sustainabilty of
tha Company's businegs in the current circumsiances, unexpecied further deterioration in the areas
described above coukd negatively affect the Company's resuils and financial position in a manres not
currently determinabls

The accompanying financial statemanis do net include any adjustments that may result from the future
clarfication of thase uncerainties. Such adjustmarts, i any, will be reparted in tha pericd when they
become known and estimaile,

The Company's financial positicn will confinue e be affected by Azerbayan polifical developrmants,
including the application of existing and futura |egislation and fax regulatons. The Company does noet
believs that these confingences, as related 1o its operations. arg any more significant than those of similar
enterprises m the Rapublic ef Azarbaijan.
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16. Contingencies and Operating Envirenment (continued)

Carrent Busnass amvironmment fooniinyed)

Legizlation and regulaticns regarding taxation, forgign currency ansactions and licensing of foreign
currency loans in the Republic of Azerbaijan are constarty evalving as the central aovernment manages
the transiormation to a market-orlented econcmy. Also. the varoos legislation and regulations are pol
ahlwvays claarly writlen and their interpreiation is subject to the opinions of fax inspectors, Central Bank
cfiicials and the Ministry of Finance.

The Company believes that it has paw or acerued 3l taxes that-are applicable. Where practios conceming
Ehee provkson of laxaes was unclear, tha Company has accrued tax liabilities based on Management's best
estimate The Company's policy & 10 acerue for confingencies @ the accounting pericd in which a loss s
daemad probabba and the amaunt is reasonably detasrminable.

Because of the uncertaintics associaled with the Azarbaijani tax and iegal systems, the ultimate amount of

taxes, penalties and interest assessed. i any, may b2 in excess of the amount expensed and aoomeed (o
date

Litigations

In the onrdinary course of business the Company iz invaleed in lawsuits, claimsg, investigaticons and
proceedings, including tax, environmental and ant-moncpely mattars,

kManagement belisves that there are no matters that will have a maleral adverse mpact on the
Campany's buziness, financial position or resulls of operations.

17. Related party ransactions

Amounts owed hy'ta related paries ware as follows &t 21 Decamber:

Amounts owed by related Amounta owed to related
partles parties
2012 1 2042 2011
Holeim Groug Suppoet Lid

['HGREY . - 1,710,339 1,786,950
Haolcim 1P Lid 173,455 - - -
Haolcim Ramania 5 A4 - - - 36,542
Haleam Slowenskos .5, - - 20,344 G5 3L
Haolcim Philippines . - B9,713 -
CHhar Holoirn: entitiss - - 2334 FA0T7
173,465 - 1,802,780 1,800,025
HAE leans — prncipal - - 66,363,502 712284000
HAE pans - shool-larm interest - - 139 463 a7 757
HAE loans — long-term interast - - 8,325,401 5354 BES
> - 75,818,372 TG 979 622

The balanca of AZM 1,710,339 represenis an accmual for HERE management fee, trademark fee and
services perfrmed by HGRS in respect of construction the new kin lne ik e amount of AZN 623 030
[2017: AZN 931,011), AZM B16.607 (2011 mil) and AZW 2700702 (2011 AZMN 855.039), respactively.
During the vear ended 31 December 2012 the Companys ransactons with HGES relating 1o the
mansgemant fee, frademark fee and corstruction services amcunted AZN 1,855 205 (20417 AZH
1,564, 338). AZN B16,607 (Z0711: nil) and AZMN 1.878.014 {2011: AZM 2 B0%,080), respactively.

Transactons related 1o HAR lcans are disclezed in Mol 12 o the Tnancial statemants.
Compensation of Key Managemeant Parsanng!

Key managemant personnel camprise mambers of the Managemen: Board of the Company, totaling 4 and
B parsons as al 31 Decembor 2042 and 31 December 2011, respectively. Total compensation to key
management peracnnal including bonuses approximated AZM 1,980,976 and AZM 2 180,852 for the years
2012 and 2011, respectivaly.

29



Holcim {Azerbaijan) OJSC
Motes to the Financial Statements (continued)

(AMOLEE tresevted e i Azemaiiand Watils, amiiess alficoadse stalen)

18. Financial Risk Management Objectives and Policies

The Cormpany's prircipal financial liabilities comprise frade payables, accrued Eabilities, loans dus to
redated party and third parties. The main purpess of hese financial labilities is 0 rase inance for the
Company's oparabons and constrection, Sash and sash sguivalents and trade receivables repraesent
Company's financial assats aizing directly from its operaticns.

The Company befieves the amounts prezented &2 financial instruments in e accompanying financial
statemenis ara reasonable estimates of their fair values, The fair value of cash and cash eguivalents.
pavables, receivables and other monelary curent assels and liabilities s sstmated to approximate
carrying valua due to their shor-term nature, The carrying value of the bormowings from related and third
parties approximates their fair values as their interast rales under these borrowings are directly linked to
the marked indices {except for OFID loan with fixed rate of 555 for 2042 (2071; V), which is close to
macket rate), Az at 21 December 2012 and 20711 amount of such borrowings weee not malerally different
fromn their caloufated fair valuss

The msin risks arising from the Company's financial instrdmentz are foreign currency risk, liguidity rizk,
credit nsk and inlerest rate nek Management reviews and agrees policias . for managing each of the
following risks:

o MNarkat risk — tha 1isk that the fair value of future cash flows of a financial imstrument wili fuctuate
because of changes in market prices, Markel prices comprise the follavang types of risk: currency
risk and intorest rate nsk.

#  Credit risk — the risk that counferpany will not meet iis obigations under & financial instrament ar
custormer contrast, leading o a financial koss.

»  Ligusdity risk — représanting a8 maturity enalysis for financial lishifities that shows the ramaining
contraciual maturiiies and a description of haw the Company manages the mbsarent Hauidity risk.

Forexgn Cumency Risl

Foregn currency risk is the risk thatl the fair value & Tulure cash flows of a financial instrurrant will
fluctiate bacause of changas in forsign cumency rates

Thae Company's operaiions are carned out primanly in the Fepublic of Azerbaijan. and as =uch, a
significant portion of the Company's business is transacted in AZM

e Company's exposure 1o the risk of changas in foreign exchange rates relates primanily to the
Company's construction activities. operating activities and related bormowings denandnated ina cumancy
olher than the Company's funclional currency. The foreign currency sk, in particular, relates to cash and
cash equivalents, acorued liabilities, frade and other payables including the long-tenm loans due o HaB,
EBRD, DB, DEZ and DFID.

The Company did nod hedgs the financial instrumeants denominated in foreign currencies.

The Company’s sansibvily analysis has beesn determined bazed on the Cempanys net fransaction
exposure as at 21 December 2012 and 2001, respectiveiy.
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18, Financial Risk Management Objectives and Policies (continued)
Foveign Currency Fisk foontinyed)

The follewing tables demonsirate the sensitivity 1 a reasenably possibla change in USD, EURD, RUR,
CHF and GEF exchanga rates, with all other variables held constant, of the Company’s profit before tax
{due o changes in the fair value of moretary assels and labilities). Thera is no material impact on the
Company's equity

Change in forelgn exchange rale Effect on profit before ax

2012 Increage Decrease After Increase After decrease
usD 10% 0% (B0,998) B0, 956
EURD 0% 0% {14.684,206) 14,564, 296
RUR 10% 10% (694) 504
CHF 10%. 10% {176,159) 176,158
GEP 10% 10% (560) 560

Changa in {eragn edchanae rate Effact on profit befare tax

2011 Incresse Decrease Alter noragss Afer dacreasa
LsD 1119 10% {53,863 63 BED
ELIRC 0% 10% (27097 083) 21,087 083
RLIE %% 10% (359) 58
CHF 10%, 10% (180,151 180,151
GEF 10% 10% (2,538) 2,838

Interest Bate Risk

The Campany's exposure 1o the rsk of changes in interest rate refates o the EBRD. ADE, DES and HAS
loans due as a8l 31 Decembar 2012 and 2011 The related interesi sipense was calculated based oo
EUVRIBOR + margin a5 dizcussed in Note 12,

The Comgany's sensitivity analvziz for interezt rate has beon determined basad on 0.1% (20171 35%)
charge in EURIBOR representing Marnagement's assessment of a reasonably possible change.

The table below summarizes effect on profit befors fax of +-0 1% and +/-0.2% shift in EURIBCR as at 31
Decermber 2012 and 2011, respactivaly. There is no material impact on the Company’s eguity:

~ Change In floating variable Effect on profit befors tax
. 2mz _ Increase Decrease Aftar increass After dacrease
EURIBOR 0.1% (0. 1)% (145,078) 145,078
_ Changa in lloaling vaniable Effect ocn prafit befora tax
20N Incrazsa Decregse Aftar increass Aftar decrease
EURIBCR 0.5% | (051 % (725,408 T25 458

Credit Hisk

Credit risk, or the risk of counterpariies defauiting, is controlled by the application of credit aporovalz, limits
and monilering procedures, The axtant of e Company's credit exposure is represented by the aggragaie
belance of cash and cash equivalents and trade and ather recevabie as at 31 Decembar 2012 and 2011,
The Company has astablished a Credd Committea that pericdically meets 1o consider the atztus of 3
debiers account The Company evaluates the concentration of sk with respect 10 iade recavables as
low, 8% it deals only with recognized, creditworthy thind parfizs, It is the Company's oolicy that all
SUstomers wiho wish 10 Tade on credit tems are siebjesl o credi voenficabon procedures.
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18. Financial Risk Management Objectives and Policies (continued)
Crendit Rlisk {eovlinwed)

The requirement for impairment s aralvzed at each statement of financial position date on an individual
basiz for majer customess, Addiiorally, a large number of minor receivables are grouped into
Barragenous geoseps and assecsad for enpairment collactively. The celoulation 1= basad on actuslly
incurred historical data The maximum exposure to credit risk at the statement of fnancial pestion date is
ther carrying vatue of each class of linancial assels dizclosed in Mote 3 and Mote 10 The Company does
rot hold collzteral as security,

Tne fallowing table demenstrates an analvais by class of the age of bade and othar receivables that ara
pasi due but nod impaired as al 37 Decembar

Mot past due +0-90 days 40180 days 180-360 davs > 380 days
2012 280,550 33,510 17,210 1,320 -

201 770,526 101,170 85,821 org2a1 54.658

The following tzble demonstrates the balance an bank accoiunts a5 a8t 31 December

2012 2011
IBA bank 4,098,345 %507, 950
Yapi Kradi Bank 11,395 9249 23 461,883
Bank Standard 7,604 556 202 854
Eark Technigus - 321425
FASHA Bank 847 330 570,594
Exprass Bank 249 627 -
VAT deposif accournt 1,400 827 11,321,637

25,598,644 47 516 843

The Company places its cash with reputable financial institutions in the Republe of Azarbaijan. The
Cormpany doas nol axpact any counterparas o fail to meet their chligations,

Ligudily Gigk
The Company moniors s risk to a shotaoe of funds by reviewing itz net financial debt indicator on a
reqgutar basiz. The net financial debt represents the difference betwaen total financial labilbas and cash

ard cash eouivalents.

The Company's objective is to maintain a balance betwean continuity of unding and flexiility through the
uge of bank overdrafs.
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18. Financial Risk Management Objectives and Policies (continued)

Laendily Risk {contiruwed)

The {ables balow summarnze the maturity prefile of the Company's financeal labidites at 31 December
2012 and 2011 bazed on contracteal undiscounted payments.

Year ended Om Less than K o 1-5 =5
31 December 2012 demzand 2 months  months years years

Accrued inferest dus to related '

piarty - 138,454 273,723 17, 577.003 T.B18 350
Loans due to related party 3142749 4 447 286 39,3045.694 19458575
Accrued infesest due o third

parties BES 162 1155874 455 o4 =
Leans due 1o thirg partios - 17.062, 763 26,471 287 18,474 271 -
Trade payzhles - 2260539 - - -
Accrued llabllites 17,870 1B.767 456 H2.1497 -
Accrued lizbifites due to related

parties - 1,802,780 - - -
Cividands payakle 7. 782 - - i =
Diber sharl-term Icans pavabde - - 100,000 - -
Accrued interest on shot-term

loans payable 5 4,000 12,000 - :
Long-term accrued liabilibes = ’ - 1,863 675 B4, 261

35,352 43844008 32452967 VI TU1GTT  Z7.919436
Year endad On Lass than Gta 17 1-5 »5
31 December 2011 gemand 3 months maniths YEArS YEETS

Accriyed interest due 1o relatad

party - arirhs 1.0TRTTI 10,849 277 20,683,152
lL.oans dus to related pary - - 2808 000 0470500 38967 500
Accrued intensst - 1874806 6553415 {2871 224 -
Loans dug b third parties - - 14480,536 84897221
Trade payables - B791.624 - = E
Accrued labHites 22340 25305950 - -
Acoried lishilities dus 1o relatad

parties - 1,900,035 3
Dividends pavable 17,782 - 3 = 2
e short-barm loans payable - - 1,305 B3z -
dcorued intersest on shart-ferm

Icans payabie - A5.2148 135,656 .
Long-tesm acerued labilites . L 168,745 321,595

40142 38399438 25 253262  138.85E 957 LB T2 348

18. Capital Management

The primary cbjective of the Company's capital maragemert is (o ensure that i maintaing healthy capital
ratics in order to support ks buginess and maximize sharehaldar value.

The Company manages the capilal stiuclue and makes adjustments to it in the light of changes in
ecooamis conditions and the risk characteristics of the underying assets. |nocrder Lo rmaintain or adjust the
capial elructura, tha Cormpany may, within the limils alinwed by the relevant loan agreemenis. obtain
additional Borrowing on the market, adjust the amount of dividends paid b shareholders ar issus new
sharas.
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18.  Capital Management (contineed)
The Company moaitors 15 capital esing geaning ratk. which is net financial debl divided by total eguity.

The Company mcludes only interest bearing loans from financial institufions and ralated parties for
calculating the financial liabilifies, During 2012 and 2071 the Company's palicy Wwas 1o maintain a geaning

ratia in the rangs of no mora Ban 100%.

2012 2011
Cash and cash equivalent 25 505 544 47,316,543
Tatal financial kabililies 137 604 028 178.618,067
Met fimancial debt 112,005,384 132,301,224
Tatal equity 220435 484 188,330,143
Gearing % 48.25% 65 88%
20. Cost of Sales
Cost of Sales comprized the following
2012 2011
Producticn materials 15,664,538 13,628 055
Fuel expanass 10,104,444 13,544,238
Maintanance expenses 4. 778,021 4.184,155
Electricity expansas B,609,850 g,350,185
Personnal expenses 6,297 267 ¥ s 2ad
Dapreciation 13,118,578 B,057 032
Carmalisbrment provision expenses 4220000 -
Praparty lax axpansas 2 828,152 160,355
Oher produclion expenses 3 416,206 4,118 40
B7 288,054 S3 970002
21. Distribution Expenses
Distribution expenses comprised the following:
2012 2011
Thisd party transpartatan 8437 542 £.063,171
Packing materialzs 3,492,229 2 BR3GAS
Perscnnel expenses 2215479 1,975,784
Depresiation E62,718 G55, 074
Diezel and gasoline 119,472 117,835
Mher expenses 781,763 JE 155
15 588,183 12,192, 748
22, Genperal and Administrative Expenses
General and admimstrative aspenses camprised the foliwing.
2012 2011
Personnal expenses 4,682,730 A228.20
Third pary services 1,147,524 1,207,369
Managemeant 8e 3,211,161 1,655,425
Deprecigfion 211,384 212,937
Ciher expenses 492 702 1,002,193
5 745 501 a.A06, 185
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23, Finance Cosls

Finance cosls compraed the olowing:

201 2011
Intarast axpenss B 194 506 273,000
Bank ceammissions 188,047 2845 322
Aocration charge 151,935 25,280
8,534,892 H34 802

24.  Environmental Liability

The enforcement of erwvironmentsl reguleton in the Republic of Azerbaijan s svelving and the
enforcement posture of government authorities i continually being reconsiderad. The Company
pericdically evaluates s obligations under envircnmental regulations, As obligations are determined, they
are recognized Immediately. Potential liabilites, whick might arse as a resull of changes in exsting
requiations, civil fitigation or l=2gelation. cannot be estimated but could bhe matenal In the curent
enforcement ciimate under exating legedation. Managemeant balisves that hera are no significant Babilities
for environmental damage above site restoration provision currently made by the Company (see Nate 135)



