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Report on Review of Interim Condensed Consolidated Financial information

To The Baard of Dlrectors of Çimsa Çimento Sanayi ve Ticaret A.Ş.

Introduction

We have reviewed the accompanying interim condensed consolidated statemeni of financial position
of Çimsa Çimento San. ve Tic. A.Ş. (“the Company”) and its subsidiaries (“the Group”) as of June 30,
2018 and the interim condensed consolidated statement of profıt or Ioss and other comprehensive
income, consolidated statement of changes in equity and the consolidated statement cash flowş for
the six-month period then ended, and a summary of significant accounting policies and other
explanatory noteş. Group management is responsible for the preparation and fair presentation of
these interim condensed consolidated fınancial information in accordance with Turkish Accounting
Standards 34, Interim Financial Reporüng (TAS 34”). Our responsibility is to express a conclusion on
these interim condensed consoHdated fınancial information based on our review.

Scope of Review

We conducted our review in accordance with the Standard on Review Engagements (“SRE”> 2410
“Review of lntehm Financial Information Performed by the lndependent Auditor of the Entity”. A
review of interim fınancial information consists of making inquiries, primarily of persons responsible for
financial and accounting matterş, and applying analytical and other review procedures. A review of
interim financial information iş subetantialiy less in scope than an audit conducted in accordance with
lndependent Auditing Standards and the objective of which is to express an opinion on the fınancial
statements. Consequently, a review of the interim financial information does not provide assurance
that the audit flrm wiil be aware of ali signiflcant matters hat might be identifled in an audit
Accordingly, we do not express an audit opinion.

Conolusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim condensed consolidated financial statements are not prepared, in ali material
respects, in accordance with TAS 34.

etim ve Serbest Muhasebeci Mali Müşavirlik Anonim Şirketi
Global Limited

Ce ,

Partner

10 August 2018
Istanbul, Türkiye
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Turkislı)

ÇİMSA ÇİMENTO SANAYİ VE TİCARET A.Ş. AND ITS SUBSIDIARIES

INTERİM CONSOLIDATED STATEMENT OF FINANCİAL POSITİON
AS AT 30 JUNE 2018
(Aiflounts eprcsNcd in Tıirkish Lira (‘tRI). unlcss otlıcn’kc indicated.)

ASSETS
Nole

D

6
6,25

8

9
17
10
23
15

(Rcvicwed)
Currcnt Pcriod

30 iıine
2018

77.573.406
570.137.279

597.020
569.510.259

694.458
694.358

2 17,202.329
12.868.123
9.189171
3.339.468

59.283.595

originally issued in

(Audited)
Prior Period

31 Decemher
2017

204.303.367
527.109.810

3.585.588
523.524.222

19.426.487
19.426.487

146.774.920
3.581.475
7.751.792
3.606.207

43.187.066

Current assets

Trade receivables
Trade rc’ceivabks/Ponı (hird pan/es

Other receivables
Oıher reeeivabk’s (rol?: ıIur1 parık’s

Available for sale linancial investments
lnvestments accounted under equity method
Derivative fınancial assets
Property, plant and equipment
Intangible assets
Goodı’i11
Ot/zer intangih/e assets

Prepaid expenses
Deferred tax assets
Other non-current assets

Non-currcııt assc(s

5

‘7

10
23
15

Cash and cash equivalents
Trade receivables

Trcıde rece ivahles fm??? rL’lak’d pariles
Trade receivabk’sfrom third paf/es

Other receivables
Ot/zer receivahiesfrom ıhird panies

Inventories
Derivative instruments
Prepaid expenses
Assets related to the current period taxes
Other curent nssets

6

8

950.287.829 955.741.124

2.065.647 3.651.658
2.065.617 3.65/658
4.065.633 3.397. 796
4.065.633 3.397. 796

64.478 64.478
259.500.030 254.063.121

45.543.513 6.794.411
1.880.305.605 1.812.560.081

165.233.819 164.960.610
148.1/9.252 148.119.252

17.114.567 16.841.358
1.620.946 1.831.108

21.700.732 7.414.569
33.239.323 31.870.607

2.313.339.726 2.286.708.439

3.363.727.555 3.242.449.563TOTAL ASSETS

The accompaııying ııotes forrn an iııtegral part of these condensed consolidated Iinaııcial staternenıs.



(Convcııiencc translation of condensed laterim consolidated fınancial statcmcnts originally issucd in

Tu rI<islı)

ÇİMSA ÇİMENTO SANAYİ VE TİCARET A.Ş. AND ITS SUBSIDIAIUES

Currcnt Iiabilities

Long—term horrowings
Long-term provisions

L aog- (erin pral’isians Jör einp/avee benejiis
Ot/zer /nng—IL’rnI proı’Lçions

Derrivaiive /bıcnzcial /iahi1iü.’s
Deferred tax Iiahilitv

Non-current linbilities

SIIAREIIOLDERS’ EQUITY
Slıare capital
Adjustrnents to share capital
.Share premiums
Other comprehcnsive income/expense to be reclassiflcd 10 proflt or Ioss

foreign ciirrenav na ü/alia, ı rese>şe
(‘ash J/mr /ıcdge/zuu/
İnarLase / (decrease) Jhnds oJarcıilah/e—Jhr—sa/eJinancial assets

Other cornprehensive ineome/CN.pense not to hc rcclassilicd to profı
or IOSS

.-ictnarial /osses igains <,,ı deJiıwc/ heneğiş p/aiıs
Restriclcd reserves
Retained earnings
Net prolit for the ‘ear
Eqııity nttributnble ta cquity holden of the pnrent
Non—control ing interesıs

Totııl shareholders’ equity

TOTAL LIABILITIES AND £QUITY

Note

7
7
6

6,25

14
8

S.25

17
0

23

12
12
15

7

12.14
/2
/7
23

16
16

(Reviewed)
Current Period

31) June
2018

631.375.117
238.218.926
250.123.678
26836.538

223.587.140
9.791.257

11.251.545
477.372

/0.7 71.173
11.182.569
11.186,885
13.116.942
15.369.871

/5.369.87/
7.772.584

(Audited)
Prior Period

31 December
2017

649.286,713
177.801.905
290.746.264

1/999.8/1
278.716.353

8.726.850
10.8 18.376

903,081
9.9/6292
4.056.927

15.813.152
9.247.691

19.430.295
1.500,000

14.930,2 95
6.193.570

The aceornpanving notes fonn an integral port oftlıese condensed consohdated finaııcial stalerneııls.

POSITİONİNTERIM CONSOLIDATED STATEMENT OF FİNANCİAL
AS AT 30 JUNE 2018
(.moıınt cpressed in ‘rurLih Lira İ’RV1. unleis ollıcn.üe indicaled.)

LIAHILITIES
Short-tenn horrowings
Currenı portion of Iong-term horrowings
irade payahles

irade pat’cıhk’s la re/awd panles
Trade paı’ah/es ta third parnes

Ernployee henelit obligations
Other payables
()ılzer paı’abk’s ıo re/atedparhes
Ot)ıer paıahks tv ıhird parıie.s
Derivative fnancial Iiabilities
Dei’erred income
Cuncnt income tax Iiahilitv
Shon-ıcrm provisions

5/3<);!— (L’rnı proıisioı?s for eınp/oı ‘eL’ benetks
Ollıer sijo,!— <Cnn provısmiis

Other cunent Iiahilities

1.199.689.674 1.192.121.743

596.988,860 549.748.773
42.225.380 37.386.359
36 964,869 32. 773.566
i260,5!/ 4.612,793

45.946.526 7.592.569
44.323.759 33.250.309

729.484.525 627.978.009

135.084.142 135.084.442
31.741.516 31.741.516

1.099.415 1.099.415
(10.192.689) 32.337.990

46.847.3/3 29.853.540
(51.773.580,) (9.896 684)

(5.266422) /2.38!. 134

(7.165.436) (6.50<). 138)

(7.165.436) (6.500.138)
193.1(14.976 187.026. 1 76
830.431,391 675.700.470

1 17.436.245 228.351.942
130 1.539.861) 1.293.831.813

33,0 13.49(1 127.507.998

1.434.553.356 1.422.349.811

3.363.727.555 3.242.339.563
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(Convenience translation of condensed interim consolidated ünancial s(atemcnts originaliy issued in Turkislı)

ÇIMSA ÇİMENTO SANAYİ VE TİCARET A.Ş. AND İTS SUBSİDİARİES

INTERİM CONSOLİDATEDSTATEMENTOF CASII FLOW
FOR THE PERİOD ENDED3O JUNE 2018
(Amounts expressed in Turkish Lira (“TRY”), unless othcrwise indicated.)

(Reviewed) (Reviewed)

Current reriod Prior Period

1 January- 1 January

Not 303une2018 3OJune2OI7

A. CASI! FLOWS FRO\I Ol’ERAİ’ING Acrlvıı’ıEs 10.115.864 (98.481.328)

Prolit helöre ta.’<ation 147.495.235 94.899.547

Adjustments tl) reconeile net proflt/Ioss for the period 38.332.346 68.495.509
Adjustment related to depreciation and amortization expense Il 49.530.765 35.565.395
Adustment related to Iax expense/(ineome) 23 25.128.532 16.181.897
Mustment related tü gam on sok of lixed assets 21 (10.129.862) 385.928
Adustment related to undistrihuted retained profits ofsubsidiaries 3 (19.964.228) (5.715.205)
Adustment related to allowance for doubtful reeeivable 6/8 196.347 (768.352)

Adiustment relaled tü inventory impairment 9 (116.818) (973)
Mjustment relaled tü provisions for litigations 12 399.520 188,851
Mjustment related tü minelleid 12 647.71% 62.726
Mjustment related tü Iand grabhers 12 . 66.902
Mjusttnent related tü seniority provisions 14 4.589.472 3.999.980

Miustment related tü seniority incentives 14 198.498 72.713
Mjustrnentrelatedunpaid vacation Iiability 14 1.197.334 981.261
Mjustment related tü inlerest expense 20/22 62.386.606 25.403.518
Mjustment related tü inkrest ineome 20/22 (1.573.949) (917.035)
Mjustrnent related dividen income 21 (19.761)
Adjustment related tü outstanding foreign currency translation diflrences (71.591.439) (2,822.93%)
Adjustmentrelated tü fairvaluedecrease/(increase)ofderivative linancial instruments 17 (2.556.150) (4.169.39%)
Changes in norking capital (154.622.715) (237.661.910)
Short term trade receivables 6 (43.658.325) (116.040.851)
Inventories 9 (70.310.591) (6,112.158)
Other receivables/current assets/prepaid expenses 1.198.121 (28.035.672)
Long-term irade receivahles 6 1,586,011 (329.282)
Other Iong-erm trade reeevivables/lixed/prepaid expenses (1.565.668) 7.706.965
Short-lerm trade payahles 6 (40.322.586) (100.964.605)
Other long tam payahles/Iiahilities (1,549.677) 6.113.693
(‘ash lions from openıtions 31.214.866 (74.266.854)
Interest received 20 614.769 445.035
Payments relakd tü law no. 6111 . (1,371.587)
Payments relaled tü seniority 12 (4.500.000) (4.700.000)
Payrnents related (ü provisions for employee benelits 14 (2.571.642) (1.397.569)
l’ayments related tü vacation 13 (234.966) (156.197)
Fax payments 23 (14.407.163) (17,034.256)

13. (‘ASIl FLOWS FRO\l INVESTINC ArTI Vll’IES (89.893.478) (201.904.594)
Cash out flowrelated topurchasesoftangihleassets (102.111.982) (202.713.499)
I’rocecds related tü sales of tangible and intangihle assets 14.598.137 808.905
Cash mit 1mw relaled tü purchases of intangihle asscts (2.218.911)
Cash advance and payables giyen 10 (160.722) -

C,CASİI FLOWS FRO\l FINANCING ACTIVİTIES (58.337.389) 286.183.953
Proceeds from horrowings 876.216.225 713.030.275
Rcpayrnent üfhorrowings (839.520.172) (222.901.195)
Dividend paid 16 (67.512.221) (191.819.90%)
lnıerest paid (29.095.170) (42.125.219)
lnk’rcst income 22 1.573.949
NET (‘IIANC.E İN (‘ASİl ANI) (‘ASIl EQIIVALEN’[S (A+l3+C) (138.115.003) (14.202.069)

(‘ASIl ANI) (‘ASIl EQIIVALEN’ISA’F’I’IİE IIECİNNING OF’İ’İIE 1>11<101) 5 203.303.367 32.828.311
Currcny translation diflrcnces (net) 11.385.042 7.288.507
(‘ASIl ANI) (‘ASIl EQI1IVAI,EN’I’S AT ‘[IlE ENİ) OF ThE 1>11<101) 5 77.573.406 25.914.852

The accornpanyiııg notes Fonu an ntegral port oFıhese condensed consolidated financial statements.
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(Convenience tnınslation of coııdensed !nterim consolidated financial statements originaliy issued in Turkislı)

ÇIMSA ÇİMENTO SANAYİ VE TİCARET A.Ş. AND ITS SUBSİDIARY

NOTES TO THE İNTERİM CONSOLİDATED FİNANCİAL STATEMENTS
FOR THE PERİOD ENDED 30 JUNE 2018
(Amounts expressed in Turkish Lira (“TRY”), unless otherwise indicated.)

1. ORGANIZATİON AND NATURE OF OPERATİONS

General

Ç iınsa Çimento Sanayi ve Ticaret A.Ş Çimsa or the “Company”) was founded with a declaration of the
trade registn’ on 16 December 1972 wlıich %vas announced nt Tıırkish Trade Registn’ Gazette numbered
4729 and dated 21 December 1972. Operations of the Group consist of production and sales of cement.
ciinker and ready mix concreıe. The ultimate shareholder of the Group k 1-lacı Omer Sabancı Holding A.Ş.
(“Sabancı Holding”).

The registered offlce address of the Group is Kısıklı Cad. No: 4 Sarkuysan-Ak İş Merkezi S Blok Kat: 2
Altunizade, Usküdar / Istanbul.

A cerlain amoıınt of the shares of the Company is traded on Borsa İstanbul A.Ş. (BIST). la accordance with
Article 82 of the BIST Basic Principles of Share lndexes, the shares of Çimsa are inciLıded in the BIST 100
index by the Directorate General of the Stock Exchange.

The ııpper limit of registered share capital of the Company k TRY 200.000.000 (31 December 2017- TRY
200.000.000)

As of 30 June 2018 and 31 December 2017. the information related to the Company’s subsidiaries and joint
venture is as follows:

Effective shareholding of
Dale of Location of . . . . the company

Compnny . . . Prıncıpal Actıvıtıes
acquisıtıon ilie operatıon 30 June 31 December

2018 21)17

Çimsa Cement Free-Zone Limited Cement sales and
(Çimsa Cement) (*) 12 Oet 2005 NCTR markeLing 99.99% 99.999.

CIMSAROM Marketing Cement sales and
Distrihutie S.R.L. (Çimsarom) () 8 Feh 2006 Rornania marketing 99.99% 99.99%

Çimsa Cement Sales Nonh GmbIl
(CSNN) 271une2006 Germany VIıiıecement markeling I00’?, I00°’o

.
Sales of bulk and haged

Çımsa Cementos Espana, S.A.U.
*

cement to white cement
(Cernentos Espana.S.A.U.) 7 JuIy 2006 Spain market 100% 100%
Çimsa Mersin Serbest Bölge
Şubesi () 12 Dee 2007 Mersin Export 100% 100%

British Financial inveslment
Regent Place Limited (Regeni) (*) 21 May 2008 Virgin island and holdina companv 100% 100%

White cement
(300 Çimsa Rus CTK (000 packaging. sales and
Rusya) (1 16 JuIv 200% Russia marketing 100% 00%

. . .
Cement sales and

Çımsa Adrıatıco Sri () . —

9 Feh 2010 huly markeong 70% iO%

Aiyon Çimento Sanayirrk Cement prodııetion and
Anonim Şirketi (*) 31 May 2012 Turkey sales 51% 51%

Çimsa Americas Cement
Manuthetıring and Sales CemenL produetion and
Corporation (Cimsa Amerieas) () 7 Juiy 2017 USA s±s 00% 100%

() Fiili consolidation method has heen applied.

The Company’s associate. Exsa Export Sanayi Mamülleri Satış ve Araştırma A.Ş Exsa”) (efftctive
ownership: 32.875%) is consolidated by the equity method.

For the purpose of presentation of the interim consolidated tinancial statements. Çimsa. its subsidiaries. its
oint venture and its associate wilI be togetlıer referred as (tIıe Group”).

The interim consolidated tinancial statements vere authorized for isstıe by the Board of Directors of Çimsa
on 10 Aııgust 2018. The General Assembly and ceflain regulatory bodles have the power to arneod the
statutory tinancial statements aller issuance.

The average number of Group’s employee for 2018 by categories is as follows:
659 bine collar (a union member) (2017:658). 192 white collar (not a tınion member) (2017:481) and 42
(2017:12) emploees working for subsidiaries located abroad.
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(Convenience translation of condeıısed !nterim consolidated rınancial statcments originalıy issucd in Turkish)

ÇİMSA ÇİMENTO SANAYİ VE TİCARET A.Ş. AND İTS SUBSİDİARY

NOTES TO THE İNTERIM CONSOLIDATED FİNANCİAL STATEMENTS

FOR THE PERIOD ENDED 30 iliNE 2018
(Amounts exprcssed in Turkish Lira (“TRV”), unless otherwise indicated.)

2. BASİS OF PRESENTATİON OF FINANCİAL STATEMENTS

2.1 Basis of presentation

Financial statements preparation principles

The accornpanving interim consolidated fınancial statements have been prepared in accordance with the

cornrnuniqud numbered 11-14,1 “Cornmuniqu on the Principles of Finaacial Reporting in Capital Markets”

(“the Comrnuniqu’) announced by the Capital Markets Board (CMB”) (hereinafler wiil be referred to as “the

CMB Reporting Standards”) on 13 June 2013 which 15 published on Otfıcial Gazette numbered 28676. in

accordance with articie 5th of the CMB Reporting Standards, coıtpanies should apply Turkish Accounting

Sıandards / Tıırkish Financial Reporting Standards and interpretations regarding these sıandards as adopted by

the Public Oversight Accounting and Auditing Standards Authority of Tıırkey (“POA”).

The functional and presentation currency of the Cornpany is Turkish Liras (“TRY”).

Functionai cunency of Cement Sales Nortlı Grnbh, Çimsa Cernentos Espana S.A.U., Regent Place Ltd. and

Çimsa Adriatico SRL is [uro, the functional currency of Çimsarom Marketing Distribute Sri is New

Romanian Lei (“Ron”), funcılonal currencv of OOO Çimsa — Rus Ctk k Ruble and functional curreney of

Cimsa Arnericas Cement Manufacturing and Sales Corporation is Dollar (“USD”). Based on TAS 21. for

subsidiaries operating in countries withour lıigh infiation rates. the exchange rate used for translating the

tinancial position iterns is the exchange rate at the balance sheet date; for income statement baiances. the

average exchange rate of the related period and the consolidated ünancial staternents are presented in TRY.

The resulling foreign eurrency gainlloss are recorded under the “Cıırrencv Transiation Reserve” account in

equity.
The Company and the group cornpanies esiablished in Turkey maintain their books of account and prepare

their statutoıy financial statements (“Statutoıy Financial Statements”) in accordance with rııles and principles

pubiished by POA, the Tıırkish Commercial Code (“TCC”), tax iegislation and the Uniform Chart of

Accounts issued by the Ministıy of Finance. Subsidiaries that are registered in foreign countries maintain

their books of account and prepare tiıeir statutory statements in accordance with the prevailing accounting

principles in their registered countries. These consolidated flnancial statements have been prepared in

Turkish Lira under the historical cost convention except for available for sale fınancial assets, assets acquired

through business combination, derivative instrtıments and cashı Row hedge reserve tlıat are carried at fair

value. These consolidated fınancial staternents are based on the statutory records with the required

adjustrnents and reciassifications reflected for the purpose of fair presernation in accordance with the Turkish

Financial Reponing Szandards as adopted by POA. These adjusıments and reclassiflcations mainiy consist

of the effect of deferred tax calculation, provision for doubtful receivables. the accounting of expense

accruals. the effect of employee termination beneflts and unused vacation pay Iiabiiity caiculated in

accordance with TAS (9 “Ernployee Beneflıs” (‘tAS 19”). proram depreciation of propert and equipments

and intangible assets with uselül life assessed by the rnanagernent, capitalization of tinancing expenses made

in scope of TAS 23 “Borrowing Cost” (“TAS 23”) over consrruction in progress, the assessrnent of Fınancial

assets and hiabihities in accordance with IFRS 9 “Financiai instruments: Accounting and Measurernent”

(İFRS 9”), the accounting of IFRS 3 “Business Combinations” (“IFRS 3”) and the accounting ofderivative

hinancial instruments and cash tlow hedge resenes in accordance with IFRS 9.

2.2 Seasonalih of 11w group’s operations

The operations of the Grotıp increase in spring and summer season when the dernand for the construction

increases and construction industıy revives
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(Conveniencc translation of condensed inlerim coıısolidatcd fınancial statements originaliy issued in Turkislı)

ÇİMSA ÇİMENTO SANAYİ VE TİCARET A.Ş. AND İTS SUBSİDİARY

NOTES TO THE İNTERİM CONSOLİDATED FİNANCİAL STATEMENTS
FOR THE PERİOD ENDED 30 JUNE 2018
(Amounts cxpressed in Turkish Lira (“TRY”), unless otherwise indicatcd.)

2. BASİS OF PRESENTATİON OF FINANCİAL STATEMENTS (continucd)

2.3 Going concern

The Group prepared condensed interim consolidated financial staternents in accordance with the going
concern assurnption.

2.4 Offsctting

Financial assets and iiabilities are ofket and reported in dıe net amount wlıen there is a legaliy enforceable
right or when ıhere is an intention tü settle the assets and Iiabiiities on a net basis or reaiize the assets and
settie the Iiabilities simultaneousiy.

2.5 Conıparativc iııformation and eiassiflcation of prior period financial statenıents

Any chıange in accounting policies resulting frorn the first time adoption of a new standard is made eitlıer
retrospectively or prospectively in aceordance with the transition requirements. Changes witlıout any
transition requirement. material changes in accounting policies or ınaterial errors are corrected.
retrospectively by restating the prior period consolidated ünancial starements. If changes in accounting
estirnates are related tü only one period. tlıey are recogaised in the period when the changes are applied: if
changes in estiıııates are related to future periods. ıhey are recognised both in the period wlıere the clıange is
apphied and in future periods prospectively.

2.6 Summary ofsignificant necoonting polkics

Bask of consolidation

As at 30 June 2018, the consolidated financiai statements inciude the financial slatements of Çimsa and its
subsidiaries. Control is normaliy evidenced when the Cornpany controls an investee if and oniy if the
conıpany has ali the following; a) power over the investee, b) exposure, or rights, tü variable retuns frorn its
involvernent with the investee and, e) the ability ta use its power over the investee tü affect the amount of
company’s returns. The results of subsidinries are inciuded in the consolidated statements of profit or Ioss
from the effective date ofacquisition.

Where necessary, adjustments are made to tlıe financial statements of subsidiaries to bring their accounting
poiicies in line with those used by the Group. The consolidated financial statements are prepared using
common accounting policies for similar transactions and events and are prepared for the same accounting
system with the Company.

Ali intra-group transactions and balances inciuding intra-group unreaiized profıts and losses are eliminated.

Minority interest in the net assets ofconsolidated subsidiaries is identifled separately from the Group’s equity
tlıerein. M inority interest consists of the amount of tlıose interests at the date of the original acquisition and
ılıe minority’s share ofchanges in equity since the date of tlıe acquisition.

Losses within a subsidian’ are attributed tü minoritv interesteven iftlıat result is in deficit balance.
Transactions with minoritv shareholders are assuıned to be occurred betweeıı main shareholders and so.
accouııted under equity.
Share purclıase/(sale) transactions with minorit’ siıarehoiders that does not resuit in Ioss of controi in the
subsidian’ are assurned to be occurred between the slıareholders and are accoıınted under differences arising
frorn the change in sharehoiding rate in subsidiaries” account.
Subsidiarks

SLıbsidiaries are consohidated from the date on wlıiclı control is transferred tü dıe Company untii tlıe date on
which the control is transferred out of the Coıııpany.

This control is ııornıailv evidenced wlıen Çimsa owns. either directiy or indirectiv. more than 50% of the
voting rights of a groups slıare capital and k able to govern dıe financial and operating poiicies of an
enterprise so as to benelit from its activities. Accordingly. tlıe önancial sıatements of Çimsa Cernent.
Ceinentos Espana. Çinısarom. CSN. Regeııt. OOO Russia. Ciınsa Adriatico S.r.h, Cimsa Aınericas, Af’oıı
Çiıneııto and Çiınsa Mersin are Fuliy consolidated in accordance with TAS 10 “Consohichated Financial
S tate meıı ts”.
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(Convenicnce translation of coııdcnsed interim consolidated financial statements originaliy issued in Turkisli)

ÇİMSA ÇİMENTO SANAYİ YE TİCARET A.Ş. AND ITS SUBSIDİARY

NOTES TO THE İNTERIM CONSOUDATED FINANCİAL STATEMENTS

FOR THE PERİOD ENDED 30 JUNE 2018
(Amounts expressed in Turkislı Lira (“TRY”), unless otlıerwise indicated.)

2. BASIS OF PRESENTATİON OF FİNANCİAL STATEMENTS (continucd)

2.6 Summary of significant accounting polieies (continued)

Basis of consoljdation (continued)

Subsidiaries <‘coı,Iinıwd)

Non-controlling interests in the net assets of the consolidated subsidiaries are separately presented witlıin the

Grnııp’s equity as non-controlling interests. Non-controlling interests are composed of the sum of those

emerged at the initial business combination and non-controlling interests in the changes in equities occurred

in the afler-math of the business combination.

Associak’s

The associate of the Group. Exsa, is accounted by equity meihod. which is ciassifled under the Group’s

financial assets.

lnvestments accounted by equity method are presented in consolidated statement of financial position with

additions or deductions ofchanges on share of the Group on net assets of the affiliate and wiih deduction of

provisions for the deciine in the value. The other comprehensive income statement presents shares of

financial results of the Group’s affihiates. The changes of the amount. not reflected on income or loss of the

affiliate, on the equity of the affiliate can requisite an adjııstment on the net book value of the affiliate in

proportion of ilie Grotıp’s share. The share of the group from these changes is directly accoLınted under the

Group’s equity.

Exsa’s financial statements are prepared for the same period and with respeci to the same accounting policies.

The Group considers at each balance sheet date whether there is impairment on the investments accounted

by equity method.

Cash and cash cquivalents

For the purposes of the presentation ofconsolidated cash flow staternent. cash and cash equivalents cornprise

cash on hand, cash in banks. checks readily convertible 10 known arnounts of cash and short-term deposits

with an original maturity of three months or less.

Trade receivables

Tmde receivables that are created by the vay ofproviding goods or sen’ices directly to a debtor are measured

nt arnortized cost, using the effective interest rate metlod.

Short tenn receivables wiih no stated interest rate are measured at the original invoice arnount unless the

effect of imputing interest is signiticant.

The provision for doııbtful receivables is rellected in the records as an expense.lfthere is a concrete indication

that the outstanding receivables can not be collected, provision for doubtful receivables is set for ilie

cornpany. The Company has preferred to apply “simplified approach defined in IFRS 9 for the expected

credit losses. This method requires the recognition ofexpected life-time losses for alI trade receivables.

lnventorics
lnventories are valLıed at the lower ofcost or net realizable value. Costs incurred in bringing each prodııct 10

it5 present location and conditions are accounted for as follows:

Raw materials . purchase cost on a ınonthly average basis.

Finished goods and work-in-process cost includes direcı ınaterial and labor cost, ilie npplicable allocation

offixed and variable overhead costs (considering normal operatiııg capacity) on the basis of rnonthly average

basis.

Net realizable value is ilie estimated selling price in the ordiıian course of business. lcss estirnated costs of

cornpletion and estimated costs necessan to make the sale.
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(Convenience translaüon of condensed !ntcrim consolidatcd rınancial statements originaliy issucd in Turkish)

ÇIMSA ÇİMENTO SANAYİ VE TİCARET A.Ş. AND İTS SUBSIDIARY

NOTES TO THE INTERIM CONSOLIDATED FINANCİAL STATEMENTS

FOR THE PERİOD ENDED 30 JUNE 2018
(Aınounts expressed in TurI<ish Lira (“TRV”), unless otherwise indicated.)

2. BASİS OF PRESENTATİON OF FİNANCİAL STATEMENTS (Continucd)

2.6 Summary of significant accounting policies (continucü)

Propcrty, plant and equipment

Properw. plant and equipment are stated at cost Iess accıımulated depreciation and any impairment in value.

The initial cost of propertv. plant and equipment cornprises its purchase price and non-refundable purchase

taxes and any directly attribııtable costs of bringing the asset to its working coııdition and location for its

intended use. Expenses for the repair of property, plant and equiprnent are normally charged against income.

They are. however, capilalized in exceptionai cases if they resuit in an enlargement or substantiai

improvement of the respective assets. Gains or losses on disposais of property, piant and equipment are

determined by comparing proceeds with their carıying amounts and are included in the related income and

expense accounts, as appropriate.

Land is not subject to depreciation. Depreciation is calcıılated on ali property. plant and equipment on a

stmight-Iine basis over the estimated useful Efe of the asset as below. The economic ııseful lives ofproperty.

plant and equipments are as follows:
Useflıl Lives

Land and Iand improvements 8—50 years

Duildings 4—50 years

Machinery and equiprnent 2—50 years

Furniture and tixtures 2—50 years

Motor vehicies 4—14 years

Leasehold improvements Lease period

Intangihle assets

Intangible assets which mainiy comprise of solbvare and mining rights are measured al cost. İntangible assets

may be capitalized in case when they generate economic benefit and costs can ne measured accurately. Sub

seqııent to initial recognition, internaliy-generated intangible assets are reported at cost Iess accumulated amorti

zadon and accumulaıed impairment losses.

Where no inıernaliy-generaıed intangible asset can be recognized, development expenditure is chıarged to the

consolidated statement of profit or Ioss in the period in which it is incurred. The estimated usetül lives of the

intangible assets are determined as either a specific time or perpetual. Amortization is calculated ıısing the

sırnight-Iine method over the estimated uselül Efe. The estimated usetüi Efe and amortization rneıhod are

reviewed at the end ofeach annual reporting period. with the effect of any changes in estimate being accounted

for on a prospective basis.

The amortization expenses of the intangible assets with certain estimated useflıl lives are rellected into the

consohidated statement of proflt or Ioss in accordance with the ftınction of the intangible asset.

Intangible assets wlıich mainiy comprise of software and mining rights are capitahized at cost. Except for mining

rights. iniangible assets are amonized with respect to straight-hine method over the estirnated uselü) hfe (5

years) of the related intangible asset.

Minin2 rights are amortized based on the raıio ofdepletion ofrnining reserves to lota] reserves. The remnining

amortization period depends on the depletion rate of the resenes.

The Group does not have any intangible assets with indeflııite useful hif.

The canying vahııes of intangible assets are reviewed for irnpainnent when there is an’ event or ehanges in

circumsiances iııdicate that the carninu value mav not be recoverable.
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(Convenience translatioıı of condensed interim consolidated financial stıucments originaliy issued in Turkislı)
ÇİMSA ÇİMENTO SANAYİ VE TİCARET A.Ş. AND İTS SUBSİDIARY
NOTES TO THE İNTERIM CONSOLİDATED FINANCİAL STATEMENTS
FOR THE PERİOD ENDED 30 JUNE 2018
(Amounts cxprcsscıI in Turkish Lira (“TRY”), unless otlıcrwise indicated.)

2. BASIS OF PRESENTATİON OF FİNANCİAL STATEMENTS (continucd)

2.6 Summary of signifleant nccounting policies (continued)

İntangible asscts (continucd)

Dereco£znition of tanuible and intan2ible assets

Tangible and intangible assets are derecognised on disposal, or wlıen no future econornic benefits are
expected from use or disposal.
Gains or losses arising from derecognition of tangible and intangible assets. measured as the differences
between the net disposal proceeds and the carning arnouııt of the asset, are recognised in profit or Ioss when
the asset is derecognised.

6 oodwill

GoodwiIi arising on an acquisition of a business is canied at cost as established at the date ofacquisition of
the business Iess accumulated iınpairment losses. ifany.

For the purposes of impairment testing, goodwili is allocated to each of the Group’s cash-generating units (or
grotıps ofcash-generating units) that is expected to benefit from the synergies of the combination.
A cash-generating unit to which goodwill has been allocated is tested for impairment annualiy, or more
frequently when there is indication Ihat the unit may be impaired. If the recoverable amount of the cash
generating unit 15 Iess than its canying amount. the irnpairrnent loss 15 ailocated first to reduce the canying
amount of any goodwill allocated to the unit and then to the other assets of the unu pro rab based on the
carıying amount of each asser in the unit. Any impairment loss for goodwill is recognized directly in profit
or Ioss in the consolidated stareınent of profit or Ioss. An irnpairment ioss recognized for goodwill is not
reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable arnoıınt of goodwili is inclııded in the
determination ofde profit or loss on disposal.

İmpairment on ııon-financial assets

At each balance slıeet date. the Group assesses whether there is any indication that book value of tangible
and iniangible assets. calculated by acquisition cost iess accumulative amortization. is impaired. When an
indication of irnpairment exists, the Group estimates the recoverable arnount ofsııch asseis. When individual
recoverable value of assets cannot be measured. recoverable vaiue of cash generating unit of that asset is
measured.
Recoverable amount is the higher of value in use or fair value Iess costs to seli. Value in use is the present
value of the ftıtııre cash flows expected to be derived from an asset or cash-generating unit by using discoıınt
rates before taxes that refiects risks related with that asset. The main estirnates that are used during these
anaiyses cornprise expected infiation rates. expected increase in sales and cost of sales, expected changes in
expoıvdornestic market composition and expected growthı rate of the countı

lfthe recoverable amount ofan asset (or cash.generating unit) is estirnated to be Iess thıan its carning amount.
the carıing arnount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairmenı
Ioss is recognized immediateiv in the consolidated staternent of profit or Ioss.

Where an irnpairment loss subsequently reverses, the carrving amount of the asset (cash-generating Linit) is
increased to the revised estirnate of its recoverable amount. but so that the increascd carrying amount does
not exceed the carıying amount tiıat would have been determined had no irnpainent Ioss been recognized
for the asset (cash—generating unit) in previous years. lmpairment loss on goodwill caanot be reversed in the
consohidated statement of profit or Ioss in ftıtLıre periods.
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(Convcnience translation of condensed interim consolidated fınancial statcments origiuallv issued in Turkislı)

ÇİMSA ÇİMENTO SANAYİ VE TİCARET A.Ş. AND ITS SUBSİDİARY

NOTES TO THE İNTERIM CONSOLİDATED FINANCİAL STATEMENTS
FOR THE PERİOD ENDED 30 JUNE 2018
(Amounts expressed in Turkish Lira (“TRY”). unlcss otlıerwise indicated.)

2. BASIS OF PRESENTATİON OF FINANCİAL STATEMENTS (continucd)

2.6 Summary of signifıcant accounting policies (continucd)

Business combinations

The acquisition of sııbsidiaries and businesses are accounted For using the acqııisition method. The
consideration transferred in a business combination is measured at fair value, which is calculaled as the suni

of the acquisiıion-date Ihir values of the assets traıısferred by the Group, Iiabilities incurred by the Group to
the former owners of the acquire and the equity interests issued by the Group in exchange for control of the
acquire. Acquisition-reiated costs are geııerahiy recognized in protit or Ioss as incurred.

At the acquisition date, the identifiable assets acquired and the liabihities assumed are recognized at their fair
vaiue at the acquisition date, except that:

• Deferred tax assets or iiabiiities and Iiabiiities or assets rehated to ernpioyee beneFıt arrangernenis are
recognized and measured in aceordance with TAS 12 Income Taxes and TAS 19 Ernployee Benetits
respectively:

• Liabihities or equit instruments rehated to share-based payrnent arrangements of the acquire or slıare.
based payment anangements of the Group entered into to replace share-based payment arrangernents of
ilie acquire are measured in accordance with IFRS 2 Share-based Payment at the acquisition date; and

• Assets (or disposal groups) timi are ciassifled as heid for sale in accordance with IFRS 5 Non-current
Assets Heid for Sale and Discontinued Operations are ıneasured in accordance with thıat Standard.

Goodwihl is measured as the excess of the sum of the consideration transferred, the amount of any non
controihing interests in the acquiree, and the fair value of the acquirer’s previously heid equity interest in the
acquiree (if any) over the net of the acqııisition-date arnounts of the identiflable assets acqııired and the
Iiabilities assumed. If, after reassessment, the net of the acquisition-date arnounts of the identifiable assets
acquired and hiabilities assıımed exceeds the sum of the consideration transfered. the amount of any fon
controlling interests in the acquiree and the fair value of the acquirer’s previoushy heid interest in the acquiree
(ifany), the excess is recognized immediateiy in profit or Ioss asa bargain purchase gam.

Non-controhhiııg interests that are present ownership interests and entitle their holders to a proponionate share
of the ernitys net assets in the eveni of hiquidation may be initiahiy measured eitherat fair value orat the non
controhhing inıerests proportionate share of the recognized amounts of the acquiree’s identifiable net assets.
The chıoice of rneasurernent basis k ınade on a transaction-by-transaction basis. Otlıer types of fon
comrohhing inter-ests are rneasured at fair vahue or. when applicable. on the basis specifled in another IFRS.

When the consideration transferred by the Group in a business combination includes assets or hiabilities
resulting froın a coııtingent consideration arrangernent, the contingent consideration is measLıred at its
acqııisition-date fair value and cluded as part of the consideration transferred in a bıısiness coınbination.
Changes in the fair value of the contingent consideration that quahify as measurement period adjııstrnents are
adjusted retrospectively, with corresponding adjLıstments against goodwihh. Measurernent period adjustınents
are adjustrnents that arise frorn additionah information obtained during the •rneasurernent period’ (which
cannot exceed one year frorn the acquisition date) about facts and circurnstances that existed at the acquisition
date.
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(Convenienee translation of condensed !nterim consolidated rınancial statements originaliy issued in Turkish)

ÇİMSA ÇİMENTO SANAYİ VE TİCARET A.Ş. AND ITS SUBSİDIARY

NOTES TO THE İNTERİM CONSOLWATED FİNANCİAL STATEMENTS
FOR THE PERİOD ENDED 30 JUNE 20İ8
(Amouııts expressed in Turkislı Lira (‘TRY”), unless otherwise indicated.)

2. BASIS OF PRESENTATİON OF FINANCİAL STATEMENTS (continucd)

2.6 Summary of signiflcant accounting policies (continucd)

Busincss combinalions (continucd)

The subsequent aecounting for ehanges in the fair value of the contingent consideration that is not considered
measnreınent period correotion depends on the classitication tvpe of the conlingent consideration. The
contingent consideration. which 15 ciassifled as equity may not be rerneasured and related subsequent
payrnent is accounted for under equity. ifthe contingent consideration that is classitied as an asset or Iiability
is in the nature of a financial instrument. and conforms to IFRS 9 Financial !nstrurnents: Accounting and
Measurement standard, such contingent consideration 15 measured at lıs fair value and gam or Ioss arising
from the change is recognized as profit or ioss. Those that do not conform to IFRS 9 standard are accounted
for according to TAS 37 Provisions or other appropriate !FRS standards.

When a business combination is achieved in stages. the Group’s previously Iıeld equitv interest in the acquiree
is rerneasured to fair value at the acquisition date (Le. the date when the Group obtains control) and the
resulting gam or ioss. ifany. 15 recognised in profit or Ioss. Amounts adsing from interests in the acquiree
prior tü the acquisition date that have previously been recognised in other comprehensive incorne are

reciassifled to proflt or Ioss where such treatment wonid be appropriate ifthaı interest were disposed of.

if the initial accounting for a business combination is incomplete by the end of the reporting period in which
the combination occurs, the Group repoıts provisional arnounts for the items for which the accounting 5

incornpiete. Those provisional arnounts are adjusted during the measurement period (see above), or additional
assets or liabilities are recognised, to reflect new information obtained about facts and circtunstances that
existed at the acquisition date that, ifknown, would have affected the arnounts recognised at tlıat date.

Business combinations that took piace prior to 1 Januaıy 2010 vere accounted for in accordance with the
previous version of IFRS 3.
Foreign eurrency transactions
The Company and its subsidiaries transiate the transactions in foreign currencies during the period nt the ex
ehange rates prevailing at the dates of the transactions. Monetaıy assets and Iiabilities denominated in foreign
currencies have been translated nt the exchange rales prevailing at period-end and exchange gains or losses
arising on the settlement and transiation of foreign currency items have been inclııded in the consolidated
staternent of profit or Ioss. Non-rnonetaıy items carried at cost that are denominated in foreign currencies are
translated at the rates on the initial trnnsaction date. Non-rnonetaıy items carried nt fair vaine that are
denorninaıed in foreign currencies are translated at the rates prevailing on the dale when the [air value was
determined.
Exchange differences arising, if any. are recognized in otlıer cornprehensive incorne and accumulated in
equity. On the disposai ofa foreign operation. ali of the exchange ditferences accumulated in equity in respect
of that operation afiributable to the owners of the Group is reciassifled to protit or loss.
Foreign currencv translation rates used as of respective period-ends are as follows:

Date 30 June 2018 31 December 2017

USA DoIIarrUSD”)fTRY 4,5607 3.77 19
Euro (EUW)/TRY 5.3092 4.5155
Ruble (RUBYTRY 0.0723 0.065!
Ron (RON”YTRY 1.1329 0.9637
Sterlin (“GBflİTRY 5.980 5.0803
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(Convenience (raıısla(ion ofeondensed interim consolidated Onancial s(atcmcnts originaliy issued in Turkislı)
ÇİMSA ÇİMENTO SANAYİ VE TİCARET A.Ş. AND ITS SUBSİDIARY

NOTES TO THE INTERIM CONSOLIDATED FİNANCİAL STATEMENTS
FOR THE PERİOD ENDED 30 JUNE 2018
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2. BASİS OF PRESENTATİON OF FINANCİAL STATEMENTS (continued)

2.6 Summary of significant accounting polieics (continucd)

Foreign currency transactions (continucd)

Foreign currency translation rates used as of respecılve period-ends are as follows:

Date 2018 2017

USD/TRY 4,0859 3,6345
EURJTRY 4,9422 3,9403
RUB/TRY 0,0683 0.0626
RON/TRY 1.0058 0,8654
GBP/TRY 5.6089 4,5642

Borrowing costs

The borrowing costs directly atiributable to the acquisition. construction or production of an asset tlıat
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalized as pan
of the cost of the respective assets. Ali otiıer borrowing costs are expensed in the period in which they occur.
Borrowing costs include interests and other costs related to the borrowing activity.

General bonowings of the Groııp are capitalized to the applicabie qualif’>’ing assets based ona capitalization
rate. The capitaliz ation rate is the weighted average of the borrowing costs applicabie to the borrowings of
the entity that are outstanding during the period. other than borrowings made speciflcaliy for the purpose of
obtaining a quali1’ıng asset. lnvestment income earned on the temporaiy investment of speciflc borrowings
pending their expenditure on quaiiŞing assets 15 deducted from the borowing costs eligible for
capitalization. Other ali borrowing costs are booked in the consolidated sıatement of protit or loss. when
incurred.

Provisions, contingent assets and liabilities

Provisions are recognized when the Group has a present obligation as a result of a past event, and it k
probable that the Groııp wihl be required to senle that obligation. and a reliable estimate can be made of the
amount of the obligation.

The arnoıınt recognized asa provision is the best estirnate of the consideration required to senle the present
obiigation at the balance sheet date. taking into account dıe risks and uncertaiııties surroıınding the obligation.
Where a provision is measLıred using the cash flows estiınated to senle the present obligation. its carning
arnount is the present vniue of those cash flows.

When some or ali of the economic benefıts required to senle a provision are expected to be recovered froın
a third partv. the receivable is recognized as an asset if it is virtuahlv cenain thnt reirnbursement wihhi be
received and the amount of the receivabie can be measııred reliably.

Ineome tax

Tax expense/(incoıııe) k the aggregate aınount included in the determination of net proiit or loss for the period
in respect of current and deferred tax.
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2. BASİS OF PRESENTATİON OF FİNANCİAL STATEMENTS (continued)

2.6 Summazy ofsignirıcantaccounting policics (continued)

İncome tax (contiuued)

Tax expense/(incorne) is the aggregate arnount ineluded in the delemination of net proöt or loss For the period

in respect of cureni and defered tax. Deferred income tax k provided. using the liabilitv ınethod. on ali

temporan’ differences at the balance sheer date between the tax bases ofassets and liabilities and their carıying

arnounts for financial reporting purposes. Deferred incorne tax Iiabiliıies m-e recognized for alI taxable

temporaıy differences. Deferred tax assets are recognized for alI deductible ternporaıy differences and unused

tax losses, to the extent that it is probable that taxable profit ‘ill be available against which the deductible

ternporrny differences and unused ıax losses can be utilized. The canying arnoıınt ofdeferred incorne ta assets

15 reviewed at eaclı balance sheet date and reduced to the extent that it is no longer probable tlıat sııtYıcient

taxable protit wiil be available to allow alI or pan of the deferred income tax asset to be utilized.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the period

when the asset 15 realized or the liability is senled, based on tax rates (and tax laws) that have been enacted or

substantively enacted at the balance sheet dale.

Deferred ıax can be directly related to equity accounts if its related to the transacrions in connection with the

share capital in the same or different period.

Deferred tax assets and Iiabilities are olTset when there Isa legaliy enforceable right to set off current tax assets

against current tax Iiabilities and when they relate İo income taxes Ievied by the sarne taxation authority and the

Groııp intends to senle its curent tax assets and liabilitles on a net basis.

Provisions for employce bendfits / retirement pay provision

a. Defined benefit plan

in accordance with existing social legislation in Turkey, the Group is required to make lump-sum termination

indernnities to each employee who has cornpleted over one year of service with the GroLıp and whose

ernployrnent k terminated due to retirement or for reasons other than resignation or misconduct.

As indicated in Note 16 in detail, in the accornpanying financial stalements, the Group has refiected a Iiability

ıısing the “Projected Unit Credit Method” based on the actuarial valuation performed by independent

actuaries. The employee termination benefits are discoıınted to the present value of the estirnated ftıture cash

outflows using the interest rate estirnate of qualifled actuaries.

Under Turkish Iaw and union agreements. Iurnp suni payınents are made to ernployees retiring or

involuntarily leaving the Group. Such payments are considered as being pan of defined retirement benefit

plan as per TAS 19.

The retirernent benefit obligation recognized in the consolidated statement of financial position represents

the present value of the defined benefil obligation. Ali actuarial unins and losses are recognized in equitv.

b. Delined contribution plans

The Group pays contributions to the Social Security lnstitution of Turkey ona ınandatory basis. The Group

has no funher payrnent obligations once the contribııtions liave been paid. The contributions are recognized

as ernployee benefit expense when they are due.

c. Seniorifl’ provision

The GroLıp has a ilabiiity to pay senioriiy incentive premlum 10 the blLıe collar workers for five years period

in accordance with the collective labor agreernent. The Group discounts each first future payrneııt and records

the arnounts to its consolidated statement ofproflt or loss.

d. Vacation rights

Liahilities arising koni unused vacation rights are accrued in the periods when thev are deserved.
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2. HASIS OF PRESENTATİON OF FİNANCİAL STATEMENTS (eontinucd)

2.6 Summary of signfıcant accounting policies (continucd)

Leasings

Leasing acitivites - as Iessce

Financial /easing

Financial leases, which transfer to the Group substantially alI the risks and beneflts incidental to ownership

of the leased item. are capitalized at the inception of the lease at the fair value of the leased property or, il’

lower, at the present value of the minimum lease payments. Lease payments are apportioned between the

finance eharges and reduction of the lease liabilitv so as to achieve a constant rate of interest on the remaining

balance of the liability. Finance charges are clıarged directly against the consolidated statement of protit or

loss. Capitalized leased assets are depreciated over the estirnated useful life of the asset.

Operating lease
Leases of asseis under which substantially ali the risks and rewards of ownership are effectively retained by

the lessor, are ciassifled as operating leases. Lease payrnents under an operating lease are recognized as an

expense on a straight-iine basis over the lease term.

Related parties

A pariy k reiated to the Company if:

(a) Directly, or indirectly through one or more intermediaries, the party:

(i) controls, is controlled by, or is under common control with, the entity (this includes parents,

subsidiaries and fehlow subsidiaries):
(ii) has an interest in the entity that gves it signilicant influence over the entity; or

(111) Iıasjoint control over the entity:
(b) the pany is an associate of the entity:
(e) the pany k ajoint venture in which the entity 15 a venturer:
(d) the paıty is a ınember of the key ınanagement personnel of the entity or its parent:

(e) the party is ü close ınember of the famiiy of any individual referred to in (a) or (d):

(t) ilie party is an entity that k controlled.jointly controhled or significantiy influenced by or for which

signiflcant voting power in such entity resides with, directly or indirectly, any individual referred to in

(d) or (e): or
(g) the paıty is ü post-ernployrnent benefit plan for the benefit of employees of ilie entity. or of an> entity

that is a related pariy of the eniity.

A related party transaction is a transfer of resources, services, or obligations between related parties,

regardiess of whether a price is eharged.

Revenuc rccognition

Revenuc is measured ar ilie fair vaiue of the consideration received or receivable. Revenue is reduced for

estiınated custorner retums, rebates, and other similar ailowances.

Sa/e of goods

Group recognises revenue based on the foilowing live principles in aceordance with the IFRS 15- ‘Revenue

frorn Contracts wiih Customers” standard effective from 1 Januarv 2018:

— ldentiflcation of cııstorner contracts

— Identiflcation of performance obhigations

— Determination of the transaction price in the contracts

- Ahlocation oftransaction price to the perforınance obiigarions

- Recognition of revenue when the performance obhigations are satisfıed
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ÇIMSA ÇİMENTO SANAYİ VE TİCARET A.Ş. AND ITS SUBSİDİARY

NOTES TO THE INTERIM CONSOLIDATED FİNANCİAL STATEMENTS
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2. BASIS OF PRESENTATİON OF FİNANCİAL STATEMENTS (continucd)

2.6 Summary of signifıcant accounting policies (continued)

According to this model, the goods or services uııdertaken in each conıract nıade primariiv with the customers

ure evaluated and each commitrncııt giyen to translbr the goods or services is detennined as a separate act of

obligation. Afterwards, it is determined that the fulflhlment obligations ill be ftılfdled iıı time or in a certaiıı

vay. Whether the control of a good or service is over time and the community ftılflhls its performance

oN igations in relation to the sale in time, the commnn iş measures the progress of the revenLıe aııd accotınts

in the ir co ıısol idated Il nane lal s ta tenıeıı is.

Interesi

Interest income from a financial asset is recognized when it k probable that the economic benefits viII flow

to the Group and the amoıınt of income can be measured reliably. nterest incorne is accrued on a time basis,

by reference to the principal outstanding and at the effective interest rate applicable, which is the rate that

exactly discounts estimated future cash receipts throııgh the expected life of the financial asset to that assets

net carrying amount on initial recognition.

Dividends

Dividend income from investments is recognized when the shareholders right to receive payment has been

estab-lkhed (provided that it is probable ıhat the economic beneflıs wili flow to the Group and the amount

of income can be measured reliabiy).

Earnings per share

Basic eamings per share in the consolidated statement of profit or Ioss are calculated by dividing the net profit

for the period bv the weighted average number of ordinaıy shares outsrnnding during the period.

In Turkey. companies can increase ıheir share capital by making distribution of free shares to existing

sharehoiders from various intemal resources. For the purpose of the eamings per share calcularion such share

issues are regarded as issued stock. Accordingly, the weighted average number of shares used in eamings per

slıare calculation is derived by giving retroactive effect to the issue of such shares.

Events snbscquent to the balance sheet date

An explanation for any event between ilie balance sheet date and the publication date of the baiance sheet.

hich has positive or negative etTects on the Group (should any evidence come aboııt events that svere prior to
the balance sheet date or shouhd new evenıs come abont) wihi be explained in the relevant note. Ifsuch an event

were 10 arise. the Group restates its fınancial smtements accordingly.

Trade and setthemcnt date accounting

Ali pıırchases and sales of flnancial assets are recognized on the trade date, in other words. the date the Group
commits to purchase the asset. Regular vay purchases or sales are purchases or sales of financial assets ıhat
require deilven’ of asset within the time frarne generaliv estabhished by reguhation or convention in the market

place.
Financial instruments

A ünancial iııstrument is any contract that gives rise to botha financial asset ofoııe enterprise anda tinancial

hiability or equity instrument of another enterprise.

A [ınancial asset is any asset that 15:

• cash.

• a contractual right to receive cash or another ünancial asset from another enterprise.
• a contractual riglıt to exchange [inancInI instruments from another enterprise under conditions timi are

potentialiy favorable. or.
• an equity instrument of aııother enterprise
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2. BASİS OF PRESENTATİON OF FINANCİAL STATEMENTS (continued)

2.6 Summary of signifıcaııt accounting poiicics (continucd)

Financial instruments (continued)

A financial Iiability that is a conıractual obligation:

To deliver cash or another önancial asset ta anotiıer enterprise, or
To exchange financial instrtıments with anotlıer enterprise under conditions that are potentialiy
unfavorable.

When a financial asset or financial Iiability is recognized initialiy. it is measııred nt its cost. which is the fair
value of the consideration giyen (in the case ofan asset) or received (in case ofa liability) for it. Transaction
costs are included (deducted for financial Iiabilities) in the initial measurement of ali financial assets and
Iiabiiities.

The fair value is the amount for which a ünancial instrument could be exchanged in a curreııt transaction
between ceiling parties, other than in a faced sale or iiquidation, and this best evidenced by a quoted market
price, ifone exist.

Fair ı’alııe OJjuIduJCial insırunwnts

The rnethods and assumptions in fair value estimation of the tinancial instruments of the Group are explained
in Note 32.

Loans and receivables

Laans and receivables are non-derivative financial assets with flxed or determinable payments that are not
quoted in an active market. Loans and receivables are measured at amortized cost using the effective interest
method, Iess any impairment.

Tınde receivables inciLıded in the categon’ of laans and receıvabies are recorded in the aecounts wiih Iheir
invoiced amounts and are carried at net valLıes discoLıııted hy the effective interest rate method in the
following periods and it’there is provision for douhthıi receivables. it should be deducted.

Notes ciassifled as irade receivables and postdated checks are carried at iheir discounted vaiues by the
elfcctivc interest rate meihod.

Available for sale financial assets

Ali available for sale financial assets are initialiy recognized at cost, being the fair vaiue of ilie consideration
giyen and inciuding acquisition charges associated with the financial asset.

After initiai recognition, avaiiable for sale fınancial assets are measured at fair value. Gains or iosses on
avaiiabie for sale investments are recognized asa separate component ofequity, “Available for sales financial
assets revaiııation fund”, until the financial asset is said. collecied or otherwise disposed, or until the mancini
asset is determined ta be iınpaired. at which time the cumuiative gam or Ioss previoıısly disciosed in equity
is associated to income and expense accounts.

For önancial assets that are actively traded on a quated market, fair vaiııe is detennined based on the qLıoted
market bid prices nt ciosing on the balance sheet daLe. When ihere is no qııoted market price for the equity
instrııments, such ünancial assets are stated at their costs Iess impairment provision ifany.

Impairment on /inwıckil asseis

Except for the flııancial assets whose fair value differences are accounied under protit and hoss statement.
ünancial assets or flnanciai asset groııps are assessed nt each bahance sheet date whether thıere is any objective
evidence that a financiai asset ara grotıp of financial assets is impaired.
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2. BASIS OF PRESENTATİON OF FINANCİAL STATEMENTS (continued)

2.6 Summary of signifıcant accounting policics (continued)

Available for sale financial assets (continned)

A financial asset or ü group of fınancial assets is deemed to be impaired if and oniy if. ıhere is objective

evidence of irnpairment asa resnit of one or more events ıhat had occurred after the initiai recognition of ilie

asset and that ioss event has au impact on the estimated future cash flows of the financial asset or the group

of fınan-cial assets that can be reliabiy estimated.

Loans and receivables are heid to provide contractual cash flows and lead to cash flows arising from ban

principal and interest. The Company has analyzed characteristics of contractual cash flows of related

financial instrüments and has decided that tlıey should be presented at tlıeir nınortized costs in compliance

with IFRS 9. Therefore, the reciassifıcation ofthese önancial instrurnents is not presented.

in the case that the receivable dııe is determined to be non-recoverable, the related balance is deducted from

the provisions. Changes in the provisions are accounted under consolidated profit and loss taNe and

provisions for doubtful receivables are rellected as expenditure. ifthere is a concrete evidence indicating ıhat

the outstanding receivable cannot be coilected, provision for doubtftıl receivable 15 recorded. The Cornpany

uses the simpiifled approach stated in IFRS 9 to calculate the expected credit bosses of such financiai assets.

This method requires the expected life-time credit losses for al! trade receivables to be accoıınted for.

When the fair value of an available-for-sale Hnanciai asset that caried at its fair vaiue is below its cost valııe

of the fınancial asset due to the fltıcttıations in the market, the Group assesses the impairmenı by considering

if the fair value deciine is material, permanent and not recoverable in the long-term. in aceordance with the

Group’s accounting estiınations and policies. in order to assess the fair value deciine in the available-for-sale

financial asset 10 be permanent and not recoverable in the long-terın. at least one year should pass from the

date that the fair valuıe is beiow its cost of the flnancial asset. in case there is any impairment. such irnpairment

is transferred from equity to the consolidated statement of profıt or Ioss.

Financial liabilities

Financial liabilities are recognized initialiy nt fair vnlue and at directiy aıtributable transaction costs and afler

initial recognition: financial Iiabilities are subsequently ıneasured at arnortized cost by using the efTective

interest rate method.

Effective interest rate method is the amortized cost method and allocation of the related interest expenses to

the related periods. Effective interest rate is the rate redtıcing the ftıture expected cash payments to present

value of the financial liabilitv withiıı an expected life of the asset or in a shorter period.

Bcmk horrowings

Ali borrowings are initialiy recognized at cost, being the fair vabLıe of the consideration received net of issue

costs associated with the borrowing.

After initial recognition. borrowinus are subsequently measured at amortized cost using the effective iııterest

rate method. Amortized cost is calculated by takinız into account any issue costs. and anv discotınt or

preminın on settlement.

Cains and bosses are recognized in the consolidated statement of profit or ioss when the liabilitles are

derecognized. as velJ as through the arnortization process.

Trade pmah/es

Trade and other payables are carried nt arnortized cost wlıich is the fair vaine of the consideration to be paid

in the ftıtııre for goods aııd services received, wlıether or not biiled to the Group.
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2. BASİS OF PRESENTATİON OF FINANCİAL STATEMENTS (continucd)

2.6 Summary of signifıcant accounting policics (continued)

Financial liabilitles (continucd)

Derivative /inancicıl insırumems and hedt’e accouııtınç’

The operations of the Group expose the entity tü tinancial risks mainiv due to the change in foreign currency
exhange rates and interest rates. The Group mainiy utilizes derivative instrurnents mainiy foreign currency
fonvard contracts tü hedge its foreign currency risk associated with certain binding coııımitrnents and
forecasted future transactions. The Group does not use derivative financial iııstruments For speculative
purposes. Derivative tinancial instnıments are initialiy recognised at fair value on the date on which a
derivative contract k entered into and are subseqııently reıneasured at fair vahıe.

The effective portion of ehanges in the fair value of derivatives that are designated and qualit’ as cash flow
hedges is directly recognized in equity. The gam or Ioss reinting tü the ineffective portion k recognized
immediateiy in the consolidated staternent of protit or loss. The Group’s policy tü hedge foreign curreney
risk associated with a binding comrnitment classifies the rehated risk as cashı flow hedge. Whıen the hedge
transaction does not result in the recognition ofan asset or a Iiabilitv, the arnounts in equity are recognized
in the consohdated statement of protit or loss when the Iıedged iteın affects the siatement of profit or Ioss.
The clıanges in the thir value of derivatives that do not qualify as cash tlow hedge are recognized in the
staternent of proflt or Ioss.

Hedge accounting is discontinııed wiıen the hedging instruınent expires or k sold, or when it no longer
qualifies for hedge accounting. The cuinulative gam or Ioss related witlı hıedge instrument accounted under
equity as of such date is continued to be recognized under equity until the expected realization date of the
transaction.

When the hedge transaction is no longer expected to occur, the net accumulated gam or loss in equity is
recognized in profit or Ioss of the period.

Changes in the fair value of derivative önanciah instruments rhat are designated and effective as hedges of
future cash flows are accounted directly in equitv as ‘Hedges funds’. Funhıermore, the Group is protected
frorn foreign net investment risk arising frorn changes in foreign curency flnancial Iiabilities and foreign
exchange rates. The ellective portion of changes in the Foreign exchange rates of the foreign currency
tinancial Iiabilities is accounted under equity as “l-ledge ftınds’.

Recognition and derecognition of financial instruments

The Group recognizes a tinancial asset or ünanciah liabiliiy in its consolidated statement offlnanciol position
when it becornes a party to the contractııal provisions of the instrurnent. The Gronp derecognizes a fınancial
asset or a portion of Fınnncial asset when and oniy when it loses control of the contractual rights that cornprise
the financial asset or a poflion of financial asset and when risk and benetit rehated tü property. The Group
derecognizes a financial hiabihity when a Iiability is extinguished thıat is when the obligation specifled in the
contract is discharged, cancehled and expired.

Rescarch expenses and devehopment costs

Wlıen reseürch expenses reahized. they are recorded as an expense. Projecı costs which is related tü research
of the product or desing of the product are considered as an intangible asset if the the prnject succesfuhly
applied frorn coınrnercial and technological aspects. Other devehopmeııt expenses are recorded as- LIii expense
hen reahizcd. Devehopıncın cosıs recorded in the prior period can not be capitalized in the followiııg pcriod.
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2. BASIS OF PRESENTATÝONOF FÝNANCÝALSTATEMENTS(continued)

2.7 Comparativeinformation
The ünancialstatementsof the Group have beenpreparedcomparativeiywiih the previoýýsperiod iýýorder
to enabkinformationabout financial position andperformancetrends.lfthe presentationer classiflcationof
the tinancial slatementsis changed.in order to be comparative.flnancial sýaýerneýýtsof the previousperiods
arealso reclassifledand significantchangesaredisclosed.

2.8 Clýangcsin Turkish FinancialReportingStandards

The new standards,amendmentsand interpretations

The accountingpolicies adoptedin preparationof the interim condensedconsolidatedfinancial statemenis
as at lune 30. 2018 are consistentwith tlýoseof the previoýýsfinancial year,exceptfor the adoptionof new
and amendedIFRS and IFRIC interpretationseffective as oflanunýy1,2018.The effectsof thesestandards
and interpretationson the Groupsfinancial position and perforrnancehave been disclosedin the related
paragraphs.

i) The new standards,amendmentsand interpretationswhich areeffcctive asatI January2018

- IFRS 15 Revenýýefrom Contractswith Customers
- IFRS 9 Financial Instruýnents
- IFRS 4 InsuranceContracts(Arnendýnents)
- IFRLC 22 ForeignCurrencyTransactionsand AdvanceConsideration
- IFRS 2 Classificationand Measurementof Share-basedPayrnentTransactions(Arnendments)
- TAS 40 InvestmentProperty:Transfersof lnvestmentProperty(Amendments)
- Annual lrnprovementsto IFRS -20 14-2016Cycle

The Group has carried out careful exarninationof IFRS 15. Revenýýearising from contractsmade wiih
customersand IFRS 9, Financial lnstrumentssýandardswhich do not haveany rnaterialeffect on its flnanciai
position er performance.The otheramendmentsarenot applicablefor the Groupand did not havean impact
on the financial position er performanceof the Group.

ii) Standardsissuedbut not yet eftectiveand not early adopted

Standards.interpretationsand amendmentsto existing standardsthat are issuedbut not yet effective up to
the date of issuanceof the consolidatedfinancial staternentsare as follows. The Companywili make the
necessaiyclýangesif not indicatedothenvise,which wili be affecting the consolidatedtinancial staternenis
and disclosures,when the new standardsand interpretationsbecorneeffective.

- IFRS 16 Leases
— Amendrnentsto TAS 28 lnvestrnenisin Associatesand Joint Ventures(Arnendments)
- IFRS 10 and TAS 28: Saleor Contributionof Assetsbetweenan lnvestorand its Associateorioint

Venture(Arnendrnents)
- IFRIC 23 Uncertaintvover IncorneTax Treatments

The Group is in the processof assessingthe impactof the interpretationon fýnancialpositioner performance
of the Group.

iii> The new standards,amendmentsand intcrprctations that are issued by the international
AccountingStandardsDoard (ÝASB)but not issuedby Public OversightAuthority (POA):

- Annual Irnprovernents— 2010—2012Cycle
- Annual lrnprovenýents—20! 1—2013 Cycle
- IFRS 17- The new Standardfor insLýrancecontracts
- PrepayrnentFeatureswith NegativeCompensation(Aýnendrnentsto IFRS 9)
- Annual lrnprovernents—2015—2017Cycle
- Plan Amendment,Curtaiimenter Settlement”(Amendmentsto AS 19>

The Group iþin the processof assessingthe impactof the interpretationon fýnancialpositioner performance
of the Group.


