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(Convenience translation of a report and consolidated financial statements originally issued in Turkish)

Report on Review of Interim Condensed Consolidated Financial Information

To The Board of Directors of Cimsa Gimento Sanayi ve Ticaret A.S.

Introduction

We have reviewed the accompanying interim condensed consolidated statement of financial position
of Cimsa Cimento San. ve Tic. A.$. ("the Company”} and its subsidiaries ("the Group") as of June 30,
2018 and the interim condensed consolidated statement of profit or loss and other comprehensive
income, consolidated statement of changes in equity and the consoclidated statement cash flows for
the six-month peried then ended, and a summary of significant accounting policies and other
explanatory notes. Group management is responsible for the preparation and fair presentation of
these interim condensed consolidated financial information in accordance with Turkish Accounting
Standards 34, Interim Financial Reporting (“TAS 34"). Our responsibility is to express a conclusion on
these interim condensed consolidated financial infarmation based on our review.

Scope of Review

We conducted our review in accordance with the Standard on Review Engagements (“SRE") 2410
‘Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A
reviaw of interim financial information consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures, A review of
interim financial information is substantially less in scope than an audit conducted in accordance with
Independent Auditing Standards and the objective of which is to express an opinion on the financial
statements. Consequently, a review of the interim financial information does not provide assurance
that the audit firm will be aware of all significant matters that might be identified in an audit.
Accordingly, we do nat express an audit opinion.

Conclusion

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 all material
respects, in accordance with TAS 34.

10 August 2018
Istanbul, Tarkiye
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{Convenience translation of condensed interim consolidated financial statements originally issued in
Turkish)

CIMSA CIMENTO SANAYI VE TICARET A.S. AND ITS SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2018

(Amounts expressed in Turkish Lira (*"TRY™), unless otherwise indicated.)

(Reviewed) {Audited)
Current Period Prior Period

30 June 31 December
Note 2018 2017

ASSETS
Cash and cash equivalents 5 77.573.406 204.303.367
Trade receivables 6 570.137.279 527.109.810
Trade receivables from related parties 625 597.020 3.585.588
Trade receivables from third parties 369.540.259 323.524.222
Other receivables 8 694.458 19.426.487
Other receivables from third parties 694,458 19.426.487
Inventories 9 217.202.329 146.774.920
Derivative instruments 17 12.868.123 3.581.475
Prepaid expenses 10 9.189.171 7.751.792
Assets related to the current period taxes 23 3.339.468 3.606.207
Other current assets 15 59.283.595 43.187.066
Current assets 050.287.829 955.741.124
Trade receivables 6 2.065.647 3.651.658
Trade receivables front third parties 2.063.647 3.651.638
Other receivables 8 4.065.633 3.497.796
Other receivables from third parties 4.065.633 3.497.796
Available for sale financial investments 64.478 64.478
Investments accounted under equity method 3 259.500.030 254.063.121
Derivative financial assets 17 45.543.513 6.794.411
Property, plant and equipment 1.880.405.605 1.812.560.081
Intangible assels 165.233.819 164.960.610
Goodwill 148.119.252 148.119.252
Other inrangible assets 17.114.367 16.841.358
Prepaid expenses 10 1.620.946 1.831.108
Deferred tax assets 23 21.700.732 7.414.569
Other non-current assets 15 33.239.323 31.870.607
Non-current assets 2.413.439.726 2.286.708.439
TOTAL ASSETS 3.363.727.555 3.242,449.563

The accompanying notes form an integral part of these condensed consolidated financial statements.




(Convenience translation of condensed interim consolidated financial statements originally issued in

Turkish)

CIMSA CIMENTO SANAYI VE TICARET A.S. AND ITS SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2018

(Amounts expressed in Turkish Lira (“TRY"™), unless otherwise indicated.)

{Reviewed)

Current Period

(Audited)
Prior Period

LIABILITIES
Short-term botrowings
Current portion of long-term borrowings
Trade payables
Trade pavables to related parties
Trade payables to third parties
Employee benefit obligations
Other payables
Other pavables to related parties
Other pavables to third parties
Derivative financial liabilities
Deferred income
Current income tax liability
Short-term provisions
Short-term provisions for emplovee benefits
Other short-term provisions
Other current liabilities

Current liabilities

Long-term borrowings

Long-term provisions
Long-term provisions for emplovee benefits
Other long-term provisions

Derrivative financial liabilities

Deferred tax liability

Non-current liabilities

SHAREHOLDERS' EQUITY

Share capital

Adjustments to share capital

Share premiums

Other comprehensive income/expense to be reclassified to profit or loss
Foreign currency transiation reserve
Cash flow hedge find
Increase / (decrease) funds of available-for-sale financial asseis

Other comprehensive income/expense not (o be reclassified to profit

or loss
Actwarial losses * gains on defined benefit plans

Restricted reserves

Retained carnings

Net profit for the year

Equity attributable to equity holders of the parent

Non-controlling interests

Total sharcholders' equity

TOTAL LIABILITIES AND EQUITY

30 June 31 December

Note 2018 2017
7 631.375.417 649.286.713
7 238.218.926 177.801.905
6 250.423.678 290,746.264
6.25 26.836.538 119998/}
223.387. 140 278.746.453

14 9.791.257 8.726.450
8 11.251.545 10.818.376
825 477.372 902.084
10.774.173 9.916.292

17 11.182.569 4.056.927
10 11.186.885 15.813.152
23 13.116.942 9.247.691
15.369.871 19.430.295

12 - 4.300.000
12 15.369.871 14.930.293
15 7.772.584 6.193.570
1.199.689.674 1.192.121.743

7 596.988.860 549.748.773
42.225.380 37.386.359

{1214 36.964.869 32.773.566
{2 3.260.511 4.612.793
17 45.946.526 7.392.569
23 44.323.759 33.250.309
729.484.525 627.978.009

16 135.084.442 135.084.442
16 41.741.516 41.741.516
1.099.415 1.099.4135

(10.192.689) 32.337.990

46.847.313 20.853.540

(31.773.380) (9.896.684)

(5.266.422) {2381, 134

(7.165.436) (6.500.138)

(7.165.436) (6.500.138)

193.104.976 187.026.176

830.431.391 675.700.470

117.436.245 238.351.942
1.301.539.800 1.294.841.813
133.013.496 127.507.998
1.434.553.356 1.422.349.811
3.363.727.555 3.242.449.563

The accompanying notes form an integral part of these condensed consolidated financial statements.
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{Convenience translation of condensed interim consolidated financial statements originally issued in Turkish)

CiMSA CIMENTO SANAYI VE TICARET A.S. AND ITS SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENT OF CASH FLOW
FOR THE PERIOD ENDED 30 JUNE 2018

{Amounts expressed in Turkish Lira (“TRY™), unless otherwise indicated.)

(Reviewed) {Reviewed)

Current Period Prier Period

1 January- 1 January-

Not 30 June 2018 30 June 2017

A, CASII FLOWS FROM OPERATING ACTIVITIES 10.115.864 (98.481.428)
Profit before taxation 147.495.235 94.899.547
Adjustments to reconcile net profit/loss lor the period 38.342.346 68.495.509
Adjustment related to depreciation and amortization expense (B 49.530.765 35.565.393
Adjustment related to tax expense/(income) 23 25.128.532 16.181.897
Adjustment related to gain on sale of fixed assets 2] (10.129.862) 385,928
Adjustment related to undistributed retained profits of subsidiaries 3 (19.964.228) (3.715.205)
Adjustment related to allowance for doubtful receivable 6/8 196.347 (768.352)
Adjustment related to inventory impairment 9 (116.818) 973)
Adjustment related to provisions for litigations 12 399.520 188.851
Adjustment related to minefield 12 647.718 62.726
Adjustment related to land grabbers 12 - 66,902
Adjustment related to seniority provisions 14 4.589.472 3,999,980
Adjustment related to seniority incentives 14 198.498 72.713
Adjustment related unpaid vacation liability 14 1.197.334 981.261
Adjustment related to interest expense 20422 62.386.606 25.403.518
Adjustment related 10 interest income 20/22 (1.573.949) (917.035)
Adjustment related dividen income 21 - (19.761)
Adjustment related to outstanding foreign currency translation differences {71.591.439) (2.822.938)
Adjustment related to fair value decrease/(increase) of derivative linancial instruments 17 (2.556.150) (4.169.398)
Changes in working capital (154.622.715) (237.661.910)
Short term trade receivables 6 {43.658.325)  (116.040.851)
Inventorics 9 (70.310.591) (6.112.158)
Other receivables/current assets/prepaid expenses [.198.121 (28.035.672)
Long-term trade receivables 6 1.586.011 (329.282)
Other long-term trade recevivables/fixed/prepaid expenses {1.365.668) 7.706.965
Short-term trade payables 6 (40.322.586) (100.964.605)
Other long term payables/liabilities (1.549.677) 6.113.693
Cash Rows from operations 31.214.866 {74.266.854)
Interest received 20 614.769 445.035
Payments related to law no. 6111 - (1.371.387)
Payments related to seniority 12 (4.500.000) (4.700.000)
Payments related to provisions tor employee benefits 14 (2.571.642) {1.397.569)
Payments related 1o vacation 14 {234.966) (156.197)
Tax payments 23 (14.407.163) {17.034.256)
B. CASH FLOWS FROM INVESTING ACTIVITIES (89.893.478)  (201.904.594)
Cash out flow related to purchases of tangible assets (102.111.982) {202.713.499)
Proceeds related to sales of tangible and intangible assets 14.398.137 808.905
Cash out flow related to purchases of intangible assets (2.218911) o
Cash advance and payables given 10 (160.722) -
C. CASH FLOWS FROM FINANCING ACTIVITIES (58.337.389) 286.183.953
Proceeds (rom borrowings 876.246.225 743.030.275
Repayment ol borrowings (839.520.172)  (222.901.195)
Dividend paid 16 (67.542.221)  (191.819.908)
Interest paid (29.095.170) (42.125.21%)
Interest income 2 1.573.949 -
NET CHANGE IN CASH AND CASIH EQUIVALENTS (A+B+C) (138,115,003) (14.202.06%)
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE PERIOD 5 204.303.367 32.828.414
Curreny translation differences (net) 11.385.042 7.288.507
CASH AND CASILEQUIVALENTS AT TIIE END OF THE PERIOD 5 77.573.406 25.914.852

The accompanying notes form an integral part of these condensed consolidated financial statements.
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(Convenience translation of condensed interim consolidated financial statements originally issued in Turkish)
CIMSA CIMENTO SANAYI VE TICARET A.S. AND ITS SUBSIDIARY

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2018

{Amounts expressed in Turkish Lira (“TRY"), unless otherwise indicated.)

1. ORGANIZATION AND NATURE OF OPERATIONS
General

Cimsa Cimento Sanayi ve Ticaret A.S. (“Cimsa” or the “Company”) was founded with a declaration of the
trade registry on 16 December 1972 which was announced at Turkish Trade Registry Gazette numbered
4729 and dated 21 December 1972. Operations of the Group consist of production and sales of cement,
clinker and ready mix concrete. The ultimate shareholder of the Group is Haci Omer Sabanc: Holding A.S.
(“Sabanci Holding™).

The registered office address of the Group is Kisikli Cad. No: 4 Sarkuysan-Ak [s Merkezi S Blok Kat: 2
Altunizade, Uskiidar / Istanbul.

A certain amount of the shares of the Company is traded on Borsa istanbul A.S. (BIST). In accordance with
Article 82 of the BIST Basic Principles of Share Indexes, the shares of Cimsa are included in the BIST 100
index by the Directorate General of the Stock Exchange.

The upper limit of registered share capital of the Company is 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
Date of Location of .. - the company
Company i E Principal Activities
acquisition the operation p 30 June | 31 December
2018 2017
Cimsa Cement Free-Zone Limited Cement  sales  and
{Cimsa Cement) (*) 12 Oct 2005 NCTR marketing 99.99% 99,99%
CIMSAROM Marketing Cement  sales  and
Distributic S.R.L. {Cimsarom) (*) 8 Feb 2006 Romania marketing 99,99% 99.99%
Cimsa Cement Sales North GmbH
(CSN)(*) 27June 2006 Germany White cement marketing 100%% 100%
. o S Sales of bulk and bagged
E(I?::n;in&;"g;:sa.[s:sf\aad‘) (E‘)A'U‘ ) cement to white cement
o 7 July 2006 Spain market 100% 100%%
Cimsa  Mersin - Serbest  Bolge
Subesi (*) 12 Dec 2007 Mersin Export 100% 100%
British Financial  investment
Regent Place Limited (Regent) (*) | 21 May 2008 | Virgin Island | and holding company 100% 100%
White cement
000 (Cimsa Rus CTK {000 packaging, sales and
Rusyva) {*) 16 July 2008 Russia marketing 100%% 100%%
- . . Cement  sales  and
SRR 9 Feb 2010 Maly | marketing 70% 70%
Alyon Cimento  Sanayi  Tork Cement production and
Anonim Sirketi (*) 31 May 2012 Turkey sales 31% 51%
Cimsa Americas Cement
Manufactiring and Sales Cement production and
Corporation {Cimsa Americas) (*) 7 Juiy 2017 LUSA sales 100%% 100%

(*) Full conselidation method has been applied.
The Company’s associate, Exsa Export Sanayi Mamiilleri Satis ve Aragtirma A.§. (“Exsa”) (effective
ownership: 32,875%) is consolidated by the equity method.

For the purpose of presentation of the interim consolidated financial statements, Cimsa, its subsidiaries. its
joint venture and its associate will be together referred as (“*the Group™).

The interim consolidated financial statements were authorized for issue by the Board of Directors of Cimsa
on 10 August 2018. The General Assembly and certain regulatory bodies have the power to amend the
statutory financial statements after issuance.

The average number of Group’s employee for 2018 by categories is as follows:

659 blue collar (a union member) (2017:658), 492 white coliar (not a union member) (2017:481) and 42
(2017:42) employees working for subsidiaries located abroad.
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CIMSA CIMENTO SANAYI VE TiCARET A.S. AND ITS SUBSIDIARY

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2018

(Amounts expressed in Turkish Lira (“TRY"), unless otherwise indicnted.)

2.  BASIS OF PRESENTATION OF FINANCIAL STATEMENTS

2.1 Basis of presentation

Financial statements preparation principles

The accompanying interim consolidated financial statements have been prepared in accordance with the
communigué numbered 11-14,1 “Communiqué on the Principles of Financial Reporting In Capital Markets™
(*the Communiqué™) announced by the Capital Markets Board (“CMB™) (hereinafter will be referred to as “the
CMB Reporting Standards™) on 13 June 2013 which is published on Official Gazette numbered 28676. In
accordance with article 5th of the CMB Reporting Standards, companies should apply Turkish Accounting
Standards / Turkish Financial Reporting Standards and interpretations regarding these standards as adopted by
the Public Oversight Accounting and Auditing Standards Authority of Turkey (*POA™).

The functional and presentation currency of the Company is Turkish Liras (“TRY").

Functional currency of Cement Sales North Gmbh, Cimsa Cementos Espana S.A.U., Regent Place Ltd. and
Cimsa Adriatico SRL is Euro, the functional currency of Cimsarom Marketing Distribute Srl is New
Romanian Lei (“Ron”), functional currency of QOO Cimsa — Rus Ctk is Ruble and functional currency of
Cimsa Americas Cement Manufacturing and Sales Corporation is Dollar (“USD”). Based on TAS 21, for
subsidiaries operating in countries without high inflation rates, the exchange rate used for translating the
financia! position items is the exchange rate at the balance sheet date; for income statement balances, the
average exchange rate of the related period and the consolidated financial statements are presented in TRY.
The resulting foreign currency gain/loss are recorded under the “Currency Translation Reserve” account in
equity.

The Company and the group companies established in Turkey maintain their books of account and prepare
their statutory financial statements (“Statutory Financial Statements”} in accordance with rules and principles
published by POA, the Turkish Commercial Code (*TCC”), tax legislation and the Uniform Chart of
Accounts issued by the Ministry of Finance. Subsidiaries that are registered in foreign countries maintain
their books of account and prepare their statutory statements in accordance with the prevailing accounting
principles in their registered countries. These consolidated financial statements have been prepared in
Turkish Lira under the historical cost convention except for available for sale financial assets, assets acquired
through business combination, derivative instruments and cash flow hedge reserve that are carried at fair
value. These consolidated financial statements are based on the statutory records with the required
adjustments and reclassifications reflected for the purpose of fair presentation in accordance with the Turkish
Financial Reporting Standards as adopted by POA. These adjustments and reclassifications mainly consist
of the effect of deferred tax calculation, provision for doubtful receivables, the accounting of expense
accruals, the effect of employee termination benefits and unused vacation pay liability calculated in
accordance with TAS 19 “Employee Benefits” (“"TAS 197), prorata depreciation of property and equipments
and intangible assets with useful life assessed by the management, capitalization of financing expenses made
in scope of TAS 23 “Borrowing Cost” (“TAS 237) over construction in progress, the assessment of financial
assets and liabilities in accordance with IFRS 9 “Financial Instruments: Accounting and Measurement™
(*IFRS 97), the accounting of IFRS 3 “Business Combinations™ (*IFRS 3”) and the accounting of derivative
financial instruments and cash flow hedge reserves in accordance with IFRS 9.

2.2 Seasonality of the group’s operations

The operations of the Group increase in spring and summer season when the demand for the construction
increases and construction industry revives
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CIMSA CIMENTO SANAYI VE TICARET A.S. AND ITS SUBSIDIARY

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2018

(Amounts expressed in Turkish Lira (*TRY"), unless otherwise indicated.)

2.  BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (continued)
2.3 Going concern

The Group prepared condensed interim consolidated financial statements in accordance with the going
concern assumption.

2.4 Offsetting

Financial assets and liabilities are offset and reported in the net amount when there is a legally enforceable
right or when there is an intention to settle the assets and liabilities on a net basis or realize the assets and
settle the liabilities simultaneously.

2.5 Comparative information and classification of prior period financial statements

Any change in accounting policies resulting from the first time adoption of a new standard is made either
retrospectively or prospectively in accordance with the transition requirements. Changes without any
transition requirement, material changes in accounting policies or material errors are corrected,
retrospectively by restating the prior period consolidated financial statements. If changes in accounting
estimates are related to only one period, they are recognised in the period when the changes are applied; if
changes in estimates are related to future periods, they are recognised both in the period where the change is
applied and in future periods prospectively.

2.6 Summary of significant accounting policies
Basis of conselidation

As at 30 June 2018, the consolidated financial statements include the financial statements of Cimsa and its
subsidiaries. Control is normally evidenced when the Company controls an investee if and only if the
company has all the following; a) power over the investee, b) exposure, or rights, to variable returns from its
involvement with the investee and, c) the ability to use its power over the investee to affect the amount of
company’s returns. The resuits of subsidiaries are included in the consolidated statements of profit or loss
from the effective date of acquisition.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting
policies 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.

All intra-group transactions and balances including intra-group unrealized profits and losses are eliminated.

Minority interest in the net assets of consolidated subsidiaries is identified separately from the Group’s equity
therein. Minority interest consists of the amount of those interests at the date of the original acquisition and
the minority’s share of changes in equity since the date of the acquisition.

Losses within a subsidiary are attributed to minority interest even if that result is in deficit balance.
Transactions with minority shareholders are assumed to be occurred between main shareholders and so,
accounted under equity.

Share purchase/(sale) transactions with minority shareholders that does not result in loss of control in the
subsidiary are assumed to be occurred between the shareholders and are accounted under “differences arising
from the change in shareholding rate in subsidiaries™ account.

Subsidiaries

Subsidiaries are consolidated from the date on which control is transferred to the Company until the date on
which the control is transferred out of the Company.

This control is normally evidenced when Cimsa owns, either directly or indirectly, more than 50% of the
voting rights of a group’s share capital and is able to govern the financial and operating policies of an
enterprise so as to benefit from its activities. Accordingly, the financial statements of Cimsa Cement,
Cementos Espana. Cimsarom, CSN, Regent, OO0 Russia, Cimsa Adriatico S.r.l, Cimsa Americas, Afyon
Cimento and Cimsa Mersin are fully consolidated in accordance with TAS 10 “Consolidated Financial
Statements™.
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2. BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (continued)
2.6 Summary of significant accounting policies (continued)

Basis of consolidation (continued)

Subsidiaries (continued)

Non-controlling interests in the net assets of the consolidated subsidiaries are separately presented within the
Group’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 after-math of the business combination.

Associates

The associate of the Group, Exsa, is accounted by equity method, which is classified under the Group’s
financial assets.

Investments accounted by equity method are presented in consolidated statement of financial position with
additions or deductions of changes on share of the Group on net assets of the affiliate and with deduction of
provisions for the decline in the value. The other comprehensive income statement presents shares of
financial results of the Group’s affiliates. The changes of the amount, not reflected on income or loss of the
affiliate, on the equity of the affiliate can requisite an adjustment on the net book value of the affiliate in
proportion of the Group’s share. The share of the group from these changes is directly accounted under the
Group’s equity.

Exsa’s financial statements are prepared for the same period and with respect 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 equivalents

For the purposes of the presentation of consolidated cash flow statement, cash and cash equivalents comprise
cash on hand, cash in banks, checks readily convertible to known amounts of cash and short-term deposits
with an original maturity of three months or less.

Trade receivables

Trade receivables that are created by the way of providing goods or services directly toa debtor are measured
at amortized cost, using the effective interest rate method.

Short term receivables with no stated interest rate are measured at the original invoice amount unless the
effect of imputing interest is significant.

The provision for doubtful receivables is reflected in the records as an expense.If there is a concrete indication
that the outstanding receivables can not be collected, provision for doubtful receivables is set for the
company. The Company has preferred to apply “simplified approach” defined in IFRS 9 for the expected
credit losses. This method requires the recognition of expected life-time losses for all trade receivables.

Inventories

Inventories are valued at the lower of cost or net realizable value. Costs incurred in bringing each product to
its present location and conditions are accounted for as follows:

Raw materials - purchase cost on a monthly average basis.

Finished goods and work-in-process - cost includes direct material and labor cost, the applicable allocation
of fixed and variable overhead costs (considering normal operating capacity) on the basis of monthly average
basis.

Net realizable value is the estimated selling price in the ordinary course of business, less estimated costs of
completion and estimated costs necessary to make the sale.
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2. BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (Continued)
2.6 Summary of significant accounting policies (continued)

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and any impaivment in value.
The initial cost of property, plant and equipment comprises its purchase price and non-refundable purchase
taxes and any directly attributable costs of bringing the asset to its working condition and location for its
intended use. Expenses for the repair of property, plant and equipment are normally charged against income.
They are, however, capitalized in exceptional cases if they result in an enlargement or substantial
improvement of the respective assets. Gains or losses on disposals of property, plant and equipment are
determined by comparing proceeds with their carrying amounts and are included in the related income and
expense accounts, as appropriate.

Land is not subject to depreciation. Depreciation is calculated on all property, plant and equipment on a
straight-line basis over the estimated useful life of the asset as below. The economic useful lives of property,
plant and equipments are as follows:

Useful Lives

Land and land improvements 8-50 years
Buildings 4-50 years
Machinery and equipment 2-50 years
Furniture and fixtures 2-50 years
Motor vehicles 4-14 years
Leasehold improvements Lease period

Intangible assets

Intangible assets which mainly comprise of software and mining rights are measured at cost. Intangible assets
may be capitalized in case when they generate economic benefit and costs can ne measured accurately. Sub-
sequent to initial recognition, internally-generated intangible assets are reported at cost less accumulated amorti-
zation and accumulated impairment losses.

Where no internally-generated intangible asset can be recognized, development expenditure is charged to the
consolidated statement of profit or loss in the period in which it is incurred. The estimated useful lives of the
intangible assets are determined as either a specific time or perpetual. Amortization is calculated using the
straight-line method over the estimated useful life. The estimated useful life and amortization method are
reviewed at the end of each 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 useful lives are reflected into the
consolidated statement of profit or loss in accordance with the function of the intangible asset.

Intangible assets which mainly comprise of software and mining rights are capitalized at cost. Except for mining
rights, intangible assets are amortized with respect to straight-line method over the estimated useful life (5
years) of the related intangible asset.

Mining rights are amortized based on the ratio of depletion of mining reserves to total reserves. The remaining
amortization period depends on the depletion rate of the reserves.

The Group does not have any intangible assets with indefinite useful life.

The carrying values of intangible assets are reviewed for impairment when there is any event or changes in
circumstances indicate that the carrying value may not be recoverable.
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2. BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (continued)

2.6 Summary of significant accounting policies (continued)

Intangible assets (continued)

Derecognition of tangible and intangible assets

Tangible and intangible assets are derecognised on disposal, or when no future economic 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 carrying amount of the asset, are recognised in profit or loss when
the asset is derecognised.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost as established at the date of acquisition of
the business less accumulated impairment losses, if any,

For the purposes of impairment testing, goodwill is allocated to each of the Group's cash-generating units (or
groups of cash-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 annually, or more
frequently when there is indication that the unit may be impaired. If the recoverable amount of the cash-
generating unit is less than its carrying amount, the impairment loss is allocated first to reduce the carrying
amount of any goodwill allocated to the unit and then to the other assets of the unit pro rata based on the
carrying amount of each asset in the unit. Any impatrment loss for goodwill is recognized directly in profit
or loss in the consolidated statement of profit or loss. An impairment loss recognized for goodwill is not
reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable amount of goodwill is included in the
determination of the profit or loss on disposal.

Impairment on non-financial assets

At each balance sheet date, the Group assesses whether there is any indication that book value of tangible
and intangible assets, calculated by acquisition cost less accumulative amortization, is impaired. When an
indication of impairment exists, the Group estimates the recoverable amount of such assets. When individual
recoverable value of assets cannot be measured, recoverable value of cash generating unit of that asset is
measured.

Recoverable amount is the higher of value in use or fair value less costs to sell. Value in use is the present
value of the future cash flows expected to be derived from an asset or cash-generating unit by using discount
rates before taxes that reflects risks related with that asset. The main estimates that are used during these
analyses comprise expected inflation rates, expected increase in sales and cost of sales, expected changes in
export-domestic market composition and expected growth rate of the country

[f the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount,
the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment
loss is recognized immediately in the consolidated statement of profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been recognized
for the asset (cash-generating unit) in previous years. Impairment loss on goodwill cannot be reversed in the
consolidated statement of profit or loss in future periods.
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2.  BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (continued)

2.6 Summary of significant accounting policies (continued)
Business combinations

The acquisition of subsidiaries and businesses are accounted for using the acquisition method. The
consideration transferred in a business combination is measured at fair value, which is calculated as the sum
of the acquisition-date fair values of the assets transferred by the Group, liabilities 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-related costs are generally recognized in profit or loss as incurred.

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

e Deferred tax assets or liabilities and liabilities or assets related to employee benefit arrangements are
recognized and measured in accordance with TAS 12 Income Taxes and TAS 19 Employee Benefits
respectively;

o Liabilities or equity instruments related to share-based payment arrangements of the acquire or share-
based payment arrangements of the Group entered into to replace share-based payment arrangements of
the acquire are measured in accordance with IFRS 2 Share-based Payment at the acquisition date; and

e Assets (or disposal groups) that are classified as held for sale in accordance with [FRS 5 Non-current
Assets Held for Sale and Discontinued Operations are measured in accordance with that Standard.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value of the acquirer's previousiy held equity interest in the
acquiree (if any) over the net of the acquisition-date amounts of the identifiable assets acquired and the
liabilities assumed. If, after reassessment, the net of the acquisition-date amounts of the identifiable assets
acquired and liabilities assumed exceeds the sum of the consideration transferred, the amount of any non-
controlling interests in the acquiree and the fair value of the acquirer's previously held interest in the acquiree
(if any), the excess is recognized immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests and entitle their holders to a proportionate share
of the entity's net assets in the event of liquidation may be initially measured either at fair value or at the non-
controlling interests' proportionate share of the recognized amounts of the acquiree’s identifiable net assets.
The choice of measurement basis is made on a transaction-by-transaction basis. Other types of non-
controlling inter-ests are measured at fair value or, when applicable, on the basis specified in another I[FRS.

When the consideration transferred by the Group in a business combination includes assets or liabilities
resulting from a contingent consideration arrangement, the contingent consideration is measured at its
acquisition-date fair value and cluded as part of the consideration transferred in a business combination.
Changes in the fair value of the contingent consideration that qualify as measurement period adjustments are
adjusted retrospectively, with corresponding adjustments against goodwill. Measurement period adjustments
are adjustments that arise from additional information obtained during the *measurement period’ {which
cannot exceed one year from the acquisition date) about facts and circumstances that existed at the acquisition
date.
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2.  BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (continued)
2.6 Summary of significant accounting policies (continued)

Business combinations (continued)

The subsequent accounting for changes in the fair value of the contingent consideration that is not considered
measurement period correction depends on the classification type of the contingent consideration. The
contingent consideration, which is classified as equity may not be remeasured and related subsequent
payment is accounted for under equity. If the contingent consideration that is classified as an asset or liability
is in the nature of a financial instrument, and conforms to IFRS 9 Financial Instruments: Accounting and
Measurement standard, such contingent consideration is measured at its fair value and gain or loss arising
from the change is recognized as profit or loss. Those that do not conform to IFRS 9 standard are accounted
for according to TAS 37 Provisions or other appropriate IFRS standards.

When a business combination is achieved in stages, the Group's previously held equity interest in the acquiree
is remeasured to fair value at the acquisition date (i.e. the date when the Group obtains control) and the
resulting gain or loss, if any, is recognised in profit or loss. Amounts arising from interests in the acquiree
prior to the acquisition date that have previously been recognised in other comprehensive income are
reclassified to profit or loss where such treatment would be appropriate if that 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 reports provisional amounts for the items for which the accounting is
incomplete. Those provisional amounts are adjusted during the measurement period (see above), or additional
assets or liabilities are recognised, to reflect new information obtained about facts and circumstances that
existed at the acquisition date that, if known, would have affected the amounts recognised at that date.

Business combinations that took place prior to | January 2010 were accounted for in accordance with the
previous version of IFRS 3.

Foreign currency transactions

The Company and its subsidiaries translate the transactions in foreign currencies during the period at the ex-
change rates prevailing at the dates of the transactions. Monetary assets and liabilities denominated in foreign
currencies have been translated at the exchange rates prevailing at period-end and exchange gains or losses
arising on the settlement and translation of foreign currency items have been included in the consolidated
statement of profit or loss. Non-monetary items carried at cost that are denominated in foreign currencies are
translated at the rates on the initial transaction date. Non-monetary items carried at fair value that are
denominated in foreign currencies are translated at the rates prevailing on the date when the fair value was
determined.

Exchange differences arising, if any, are recognized in other comprehensive income and accumulated in
equity. On the disposal of a foreign operation, ail of the exchange differences accumulated in equity in respect
of that operation attributable to the owners of the Group is reclassified to profit or loss.

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

Date 30 June 2018 31 December 2017
USA Dollar (“USD"YTRY 4,5607 3.7719
Euro ("EUR"YTRY 5,3092 45155
Ruble ("RUB”Y¥TRY 0,0723 0,0651
Ron (“RON"YTRY 1,1329 0,9637
Sterlin ("GBP”)/TRY 5.9810 5,0803
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2. BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (continued)
2.6 Summary of significant accounting policies (continued)

Foreign currency transactions (continued)

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

Date 2018 2017
USD/TRY 4,0859 3,6345
EUR/TRY 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 attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalized as part
of the cost of the respective assets. All other borrowing costs are expensed in the period in which they occur.
Borrowing costs include interests and other costs related to the borrowing activity,

General borrowings of the Group are capitalized to the applicable qualifying assets based on a capitalization
rate. The capitaliz ation rate is the weighted average of the borrowing costs applicable to the borrowings of
the entity that are outstanding during the period, other than borrowings made specifically for the purpose of
obtaining a qualifying asset. Investment income earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted from the borrowing costs eligible for
capitalization. Other all borrowing costs are booked in the consolidated statement of profit 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 is
probable that the Group will be required to settle that obligation, and a reliable estimate can be made of the
amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to settle the present
obligation at the balance sheet date, taking into account the risks and uncertainties surrounding the obligation.

Where a provision is measured using the cash flows estimated to settle the present obligation, its carrying
amount is the present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from
a third party, the receivable is recognized as an asset if it is virtvally certain that reimbursement will be
received and the amount of the receivable can be measured reliably.

Income tax

Tax expense/(income) is the aggregate amount included in the determination of net profit or loss for the period
in respect of current and deferred tax.
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y BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (continued)

2.6 Summary of significant accounting policies (continued)

Income tax (continued)

Tax expense/(income) is the aggregate amount included in the determination of net profit or loss for the period
in respect of current and deferred tax. Deferred income tax is provided, using the liability method, on all
temporary differences at the balance sheet date between the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes. Deferred income tax liabilities are recognized for all taxable
temporary differences. Deferred tax assets are recognized for all deductible temporary differences and unused
tax losses, to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences and unused tax losses can be utilized. The carrying amount of deferred income tax assets
is reviewed at each balance sheet date and reduced to the extent that it is no longer probable that sufficient
taxable profit will be available to allow all or part of the deferred income tax asset to be utilized.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted at the balance sheet date.

Deferred tax can be directly related to equity accounts if it’s related to the transactions in connection with the
share capital in the same or different period.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
apainst current tax liabilities and when they relate to income taxes levied by the same taxation authority and the
Group intends to settle its current tax assets and liabilities on a net basis.

Provisions for employec benefits / retirement pay provision
a. Defined benefit plan

In accordance with existing social legislation in Turkey, the Group is required to make lump-sum termination
indemnities to each employee who has completed over one year of service with the Group and whose
employment is terminated due to retirement or for reasons other than resignation or misconduct.

As indicated in Note 16 in detail, in the accompanying financial statements, the Group has reflected a liability
using the “Projected Unit Credit Method” based on the actuarial valuation performed by independent
actuaries. The employee termination benefits are discounted to the present value of the estimated future cash
outflows using the interest rate estimate of qualified actuaries.

Under Tuckish law and union agreements, fump sum payments are made to employees retiring or
involuntarily leaving the Group. Such payments are considered as being part of defined retirement benefit
plan as per TAS 9.

The retirement benefit obligation recognized in the consolidated statement of financial position represents
the present value of the defined benefit obligation. All actuarial gains and losses are recognized in equity.

b. Defined contribution plans

The Group pays contributions to the Social Security Institution of Turkey on a mandatory basis. The Group
has no further payment obligations once the contributions have been paid. The contributions are recognized
as employee benefit expense when they are due.

c. Seniority provision

The Group has a liability to pay seniority incentive premium to the blue collar workers for five years period
in accordance with the collective labor agreement. The Group discounts each first future payment and records
the amounts to its consolidated statement of profit or loss.

d.  Vacation rights

Liabilities arising from unused vacation rights are accrued in the periods when they are deserved.
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2. BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (continued)

2.6  Summary of significant accounting policies (continued)
Leasings

Leasing acitivites - as lessee
Financial leasing

Financial leases, which transfer to the Group substantially all the risks and benefits incidental to ownership
of the leased item, are capitalized at the inception of the lease at the fair value of the leased property or, if
lower, at the present value of the minimum lease payments. Lease payments are apportioned between the
finance charges and reduction of the lease liability so as to achieve a constant rate of interest on the remaining
balance of the liability. Finance charges are charged directly against the consolidated statement of profit or
loss. Capitalized leased assets are depreciated over the estimated useful life of the asset.

Operating lease

Leases of assets under which substantially all the risks and rewards of ownership are effectively retained by
the lessor, are classified as operating leases. Lease payments under an operating lease are recognized as an
expense on a straight-line basis over the lease term.

Related parties
A party is related 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 fellow subsidiaries);

(i)  has an interest in the entity that gives it significant influence over the entity; or
(iii} has joint control over the entity;

(b} the party is an associate of the entity;

(c) the party is a joint venture in which the entity is a venturer;

(d) the party is a member of the key management personnel of the entity or its parent,

(¢) the party is a close member of the family of any individual referred to in (a) or (d);

() the party is an entity that is controlled, jointly controlled or significantly influenced by or for which
significant voting power in such entity resides with, directly or indirectly, any individual referred to in
(d) or (e); or

(g) the party is a post-employment benefit plan for the benefit of employees of the entity, or of any entity
that is a related party of the entity.

A related party transaction is a transfer of resources, services, or obligations between related parties,
regardless of whether a price is charged.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Revenue is reduced for
estimated customer returns, rebates, and other similar allowances.

Sule of goods

Group recognises revenue based on the following five principles in accordance with the IFRS 15 - “Revenue
from Contracts with Customers™ standard effective from 1 January 2018:

- ldentification of customer contracts

- Identification of performance obligations

- Determination of the transaction price in the contracts

- Allocation of transaction price to the performance obligations

- Recognition of revenue when the performance obligations are satisfied
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2. BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (continued)
2.6 Summary of significant accounting policies (continued)

According to this model, the goods or services undertaken in each contract made primarily with the customers
are evaluated and cach commitment given to transter the goods or services is determined as a separate act of
obligation. Afterwards, it is determined that the fulfillment obligations will be fulfilled in time or in a certain
way. Whether the control of a good or service is over time and the community fulfills its performance
obligations in relation to the sale in time. the community measures the progress of the revenue and accounts
in their consolidated financial statements.

Interest

Interest income from a financial asset is recognized when it is probable that the economic benefits will flow
to the Group and the amount of income can be measured reliably. Interest income 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 through the expected life of the financial asset to that asset's
net carrying amount on initial recognition.

Dividends

Dividend income from investments is recognized when the shareholder's right to receive payment has been
estab-lished (provided that it is probable that the economic benefits will flow to the Group and the amount
of income can be measured reliably).

Earnings per share

Basic earnings per share in the consolidated statement of profit or loss are calculated by dividing the net profit
for the period by the weighted average number of ordinary shares outstanding during the period.

In Turkey, companies can increase their share capital by making distribution of free shares to existing
shareholders from various internal resources. For the purpose of the earnings per share calculation such share
issues are regarded as issued stock. Accordingly, the weighted average number of shares used in earnings per
share calculation is derived by giving retroactive effect to the issue of such shares.

Events subsequent to the balance sheet date

An explanation for any event between the balance sheet date and the publication date of the balance sheet,
which has positive or negative effects on the Group (should any evidence come about events that were prior to
the balance sheet date or should new events come about) will be explained in the relevant note. If such an event
were to arise, the Group restates its financial statements accordingly.

Trade and settlement date accounting

All purchases and sales of financial assets are recognized on the trade date, in other words, the date the Group
commits to purchase the asset. Regular way purchases or sales are purchases or sales of financial assets that
require delivery of asset within the time frame generally established by regulation or convention in the market
place.

Financial instruments

A financial instrument is any contract that gives rise to both a financial asset of one enterprise and a financial
liability or equity instrument of another enterprise.

A financial asset is any asset that is:

» cash,

« a contractual right to receive cash or another financial asset from another enterprise,

« a contractual right to exchange financial instruments from another enterprise under conditions that are
potentially favorable, or,

» an equity instrument of another enterprise
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2. BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (continued)
2.6 Summary of significant accounting policies (continued)

Financial instruments {continued)

A financial liability that is a contractual obligation:

» To deliver cash or another financial asset to another enterprise, or
» To exchange financial instruments with another enterprise under conditions that are potentially
unfavorable.

When a financial asset or financial liability is recognized initially, it is measured at its cost, which is the fair
value of the consideration given (in the case of an asset) or received (in case of a liability) for it. Transaction
costs are included {deducted for financial liabilities) in the initial measurement of all financial assets and
liabilities.

The fair value is the amount for which a financial instrument could be exchanged in a current transaction
between ceiling parties, other than in a faced sale or liquidation, and this best evidenced by a quoted market
price, if one exist.

Fair value of financial instrimnents

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

Loans and receivables

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

Trade receivables included in the category of loans and receivables are recorded in the accounts with their
invoiced amounts and are carried at net values discounted by the effective interest rate method in the
following periods and if there is provision for doubtful receivables, it should be deducted.

Notes classified as trade receivables and postdated checks are carried at their discounted values by the
effective interest rate mmethod.

Available for sale financial assets

All available for sale financial assets are initially recognized at cost, being the fair value of the consideration
given and including acquisition charges associated with the financial asset.

After initial recognition, available for sale financial assets are measured at fair value. Gains or losses on
available for sale investments are recognized as a separate component of equity, “*Available for sales financial
assets revaluation fund™, until the financial asset is sold, collected or otherwise disposed, or until the financial
asset is determined to be impaired, at which time the cumulative gain or loss previously disclosed in equity
is assoctated to income and expense accounts,

For financial assets that are actively traded on a quated market, fair value is determined based on the quoted
market bid prices at closing on the balance sheet date. When there is no quoted market price for the equity
instruments, such financial assets are stated at their costs less impairment provision if any.

Impairment on financial assets

Except for the financial assets whose fair value differences are accounted under profit and loss statement,
financial assets or financial asset groups are assessed at each balance sheet date whether there is any objective
evidence that a financial asset or a group of financial assets is impaired.

19



(Convenience translation of condensed interim consolidated financial statements originally issued in Turkish)
CIMSA CIMENTO SANAYI VE TICARET A.S. AND ITS SUBSIDIARY

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2018

(Amounts expressed in Turkish Lira (“TRY™), unless otherwise indicated.}

3. BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (continued)

2.6 Summary of significant accounting policies (continued)
Available for sale financial assets (continued)

A financial asset or a group of financial assets is deemed to be impaired if, and only if, there is objective
evidence of impairment as a result of one or more events that had occurred after the initial recognition of the
asset and that loss event has an impact on the estimated future cash flows of the financial asset or the group
of finan-cial assets that can be reliably estimated.

Loans and receivables are held to provide contractual cash flows and lead to cash flows arising from loan
principal and interest. The Company has analyzed characteristics of contractual cash flows of related
financial instruments and has decided that they should be presented at their amortized costs in compliance
with IFRS 9. Therefore, the reclassification of these financial instruments is not presented.

In the case that the receivable due 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 table and
provisions for doubtful receivables are reflected as expenditure. If there is a concrete evidence indicating that
the outstanding receivable cannot be collected, provision for doubtful receivable is recorded. The Company
uses the simplified approach stated in IFRS 9 to calculate the expected credit losses of such financial assets.
This method requires the expected life-time credit losses for all trade receivables to be accounted for.

When the fair value of an available-for-sale financial asset that carried at its fair value is below its cost value
of the financial asset due to the fluctuations in the market, the Group assesses the impairment by considering
if the fair value decline is material, permanent and not recoverable in the long-term. In accordance with the
Group’s accounting estimations and policies, in order to assess the fair value decline in the available-for-sale
financial asset to be permanent and not recoverable in the long-term, at least one year should pass from the
date that the fair value is below its cost of the financial asset. In case there is any impairment, such impairment
is transferred from equity to the consolidated statement of profit or loss.

Financial liabilities
Financial liabilities are recognized initially at fair value and at directly attributable transaction costs and after

initial recognition; financial liabilities are subsequently measured at amortized cost by using the effective
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 reducing the future expected cash payments to present
value of the financial liability within an expected life of the asset or in a shorter period.

Bank borrowings

All borrowings are initially recognized at cost, being the fair value of the consideration received net of issue
costs associated with the borrowing.

After initial recognition, borrowings are subsequently measured at amortized cost using the effective interest
rate method. Amortized cost is calculated by taking into account any issue costs, and any discount or
premium on settlement,

Gains and losses are recognized in the consolidated statement of profit or loss when the liabilities are
derecognized, as well as through the amortization process.

Trade pavables

Trade and other payables are carried at amortized cost which is the fair value of the consideration to be paid
in the future for goods and services received, whether or not billed to the Group.
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2 BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (continued)
2,6 Summary of significant accounting policies {(continued)

Financial liabilities (continued)

Derivative financial instruments and hedee accounting

The operations of the Group expose the entity to financial risks mainly due to the change in foreign currency
exhange rates and interest rates. The Group mainly utilizes derivative instruments mainly foreign currency
forward contracts to hedge its foreign currency risk associated with certain binding commitments and
forecasted future transactions. The Group does not use derivative financial instruments for speculative
purposes. Derivative financial instruments are initially recognised at fair value on the date on which a
derivative contract is entered into and are subsequently remeasured at fair value.

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow
hedges is directly recognized in equity. The gain or loss relating to the ineffective portion is recognized
immediately in the consolidated statement of profit or loss. The Group’s policy to hedge foreign currency
risk associated with a binding commitment classifies the related risk as cash flow hedge. When the hedge
transaction does not result in the recognition of an asset or a liability, the amounts in equity are recognized
in the consolidated statement of profit or loss when the hedged item affects the statement of profit or loss.
The changes in the fair value of derivatives that do not qualify as cash flow hedge are recognized in the
statement of profit or loss.

Hedge accounting is discontinued when the hedging instrument expires or is sold, or when it no longer
qualifies for hedge accounting. The cumulative gain or loss related with hedge 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 gain or loss in equity is
recognized in profit or loss of the period.

Changes in the fair value of derivative financial instruments that are designated and effective as hedges of
future cash flows are accounted directly in equity as "Hedges funds". Furthermore, the Group is protected
from foreign net investment risk arising from changes in foreign currency financial liabilities and foreign
exchange rates. The effective portion of changes in the foreign exchange rates of the foreign currency
financial liabilities is accounted under equity as "Hedge funds",

Recognition and derccognition of financial instruments

The Group recognizes a financial asset or financial liability in its consolidated statement of financial position
when it becomes a party to the contractual provisions of the instrument. The Group derecognizes a financial
asset or a portion of financial asset when and only when it loses control of the contractual rights that comprise
the financial asset or a portion of financial asset and when risk and benefit related to property. The Group
derecognizes a financial liability when a liability is extinguished that is when the obligation specified in the
contract is discharged, cancelled and expired.

Research expenses and development costs

When research expenses realized, they are recorded as an expense. Project costs which is related to research
of the product or desing of the product are considered as an intangible asset if the the project succesfully
applied from commercial and technological aspects. Other development expenses are recorded as an expense
when realized. Development costs recorded in the prior period can not be capitalized in the following period.







