Integrated Annual Report 2016
Notes to the Financial Statements

1. General information and summary of
significant accounting policies

Titan Cement Co. S.A. (the Company) and, its
subsidiaries (collectively the Group) are engaged in
the production, frade and distribution of a wide
range of construction materials, including cement,
concrete, aggregates, cement blocks, dry mortars
and fly ash. The Group operates primarily in Greece,
the Balkans, Egypt, Turkey, the USA and Brazil.

Information on the Group's structure is provided in
note 14. Information on other related party
relationships of the Group and the Company is
provided in note 32.

The Company is a limited liability company
incorporated and domiciled in Greece at 22A
Halkidos Street - 111 43 Athens with the registration
number in the General Electronic Commercial
Registry: 224301000 (formerly the Register of Sociétés
Anonymes Number: 6013/06/B/86/90) and is listed
on the Athens Stock Exchange.

These annual financial statements (the financial
statements) were approved for issue by the Board
of Directors on March 22, 2017.

Summary of significant accounting policies

The principal accounting policies adopted in the
preparation of these financial statements are set
out below:

1.1 Basis of preparation

These financial statements comprise the separate
financial statement of the Company and the
consolidated financial statements of the Group.
They have been prepared in accordance with
International Financial Reporting Standards (IFRS), as
issued by the Infernational Accounting Standards
Board (IASB) and as adopted by the European
Union and interpretatfions issued by the IFRS
Interpretations Committee.

These financial statements have been prepared
under the historical cost convention, as modified by
the revaluation of available-for-sale financial assets,
investment property, and derivative financial
instruments that have been measured at fair value.

The preparation of financial statements, in
conformity with IFRS, requires the use of certain
critical accounting esfimates. It also requires
management to exercise its judgment in the
process of applying the accounting policies. The
areas involving a higher degree of judgment or
complexity, or areas where assumptions and
estimates are significant to the financial statements
are disclosed in Significant Accounting Estimates
and Judgments in note 2.

The financial statements have been prepared with
the same accounting policies of the prior financial
year, except for the adoption of the new or revised

sfandards, amendments and/or interpretations that
are mandatory for the periods beginning on or after
1 January 2016.

1.1.1 New standards, amendments to standards and
interpretations issued and effective for the current
financial year that have no significant impact on the
financial statements of the Group and the Company

IAS 19R (Amendment) “Employee Benefits”

These narrow scope amendments apply fo
contributions from employees or third parties to
defined benefit plans and simplify the accounting
for contributions that are independent of the
number of years of employee service, for example,
employee contributions that are calculated
according to a fixed percentage of salary.

IFRS 11 (Amendment) “Joint Arangements”

This amendment requires an investor to apply the
principles of business combinatfion accounting
when it acquires an interest in a joint operation that
constitutes a ‘business’.

IAS 16 and IAS 38 (Amendments) “Clarification of
Acceptable Methods of Depreciation and
Amortisation

This amendment clarifies that the use of revenue-
based methods to calculate the depreciation of an
asset is not appropriate and it also clarifies that
revenue is generally presumed to be an
inappropriate basis for measuring the consumption

of the economic benefits embodied in an
infangible asset.

IAS 27 (Amendment)  “Separate  financial
statements”

This amendment allows entities to use the equity
method to account for investments in subsidiaries,
joint ventures and associates in their separate
financial statements and clarifies the definition of
separate financial statements.

IAS 1 (Amendments) “Disclosure initiative”

These amendments clarify guidance in IAS 1 on
materiality and aggregation, the presentation of
sub-totals, the structure of financial statements and
the disclosure of accounting policies.

IFRS 10, IFRS 12 and IAS 28 (Amendments)
“Investment entifies: Applying the consolidation
exception”

These amendments clarify the application of the
consolidation exception for investment entities and
their subsidiaries.

Annual Improvements to IFRSs 2012

The amendments set out below describe the key
changes to certain IFRSs following the publication of
the results of the IASB’s 2010-12 cycle of the annual
improvements project.
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IFRS 2 “Share-based payment”

The amendment clarifies the definition of a ‘vesting
condition’ and separately defines ‘performance
condifion” and ‘service condifion’.

IFRS 3 “Business combinations”

The amendment clarifies that an obligation to pay
contingent consideration which meets the definition
of a financial instrument is classified as a financial
liability or as equity, on the basis of the definitions in
IAS 32 “Financial instruments: Presentation”. It also

clarifies that all non-equity contingent consideration,

both financial and non-financial, is measured at fair
value through profit or loss.

IFRS 8 "Operating segments”

The amendment requires disclosure of the
judgments made by management in aggregating
operating segments.

IFRS 13 “Fair value measurement”

The amendment clarifies that the standard does not
remove the ability to measure short-term
receivables and payables at invoice amounts in
cases where the impact of not discounting is
immaterial.

IAS 16 “Property, plant and equipment” and IAS 38
“Intangible assets”

Both standards are amended to clarify how the
gross carrying amount and the accumulated
depreciation are tfreated where an entity uses the
revaluation model.

IAS 24 “Related party disclosures”

The standard is amended fo include, as a related
party, an entity that provides key management
personnel services to the reporting entity or to the
parent of the reporting entity.

Annual Improvements to IFRSs 2014

The amendments set out below describe the key
changes to four IFRSs.

IFRS 5 “Non-current assets held for
discontinued operations”

sale and

The amendment clarifies that, when an asset (or
disposal group) is reclassified from ‘held for sale’ to
‘held for distribution’, or vice versa, this does not
constitute a change to a plan of sale or distribution,
and does not have to be accounted for as such.

IFRS 7 “Financial instruments: Disclosures”

The amendment adds specific guidance to help
management determine whether the terms of an
arrangement to service a financial asset which has
been transferred constitute continuing involvement
and clarifies that the additional disclosure required
by the amendments to IFRS 7, ‘Disclosure -
Offsetfting financial assefs and financial liabilities’ is

not specifically required for all interim periods, unless
required by IAS 34.

IAS 19 "Employee benefits”

The amendment clarifies that, when determining
the discount rate for post-employment benefit
obligations, it is the currency that the liabilities are
denominated in that is important, and not the
country where they arise.

IAS 34 “Interim financial reporting”

The amendment clarifies what is meant by the
reference in the standard to ‘information disclosed
elsewhere in the interim financial report’.

1.1.2 New standards, amendments to standards and
interpretations issued but not yet effective nor early
adopted by the Group and the Company

IFRS 9 “Financial Instruments” and subsequent
amendments to IFRS 9 and IFRS 7 (effective for
annual periods beginning on or affer 1 January
2018)

IFRS 9 replaces the guidance in IAS 39 which deals
with the classification and measurement of financial
assets and financial liabilities and it also includes an
expected credit losses model that replaces the
incurred loss impairment model used today. IFRS 9
establishes a more principle-based approach to
hedge accounting and addresses inconsistencies
and weaknesses in the current model in IAS 39. At
this stage the Group is not able to estimate the
impact of the adoption of the new standard on the
financial statements, as it has not yet finalized its
detailed assessment of the application of IFRS 9. The
Group plans to adopt the new standard on the
required effective date (1.1.2018).

IFRS 15 “Revenue from Contracts with Customers”
(effective for annual periods beginning on or after 1
January 2018)

IFRS 15 has been issued in May 2014. The objective
of the standard is fto provide a single,
comprehensive revenue recognition model for all
confracts with customers to improve comparability
within industries, across industries, and across capital
markets. It contains principles that an entity will
apply to determine the measurement of revenue
and timing of when it is recognised. The underlying
principle is that an entity will recognise revenue to
depict the fransfer of goods or services to customers
at an amount that the entity expects fo be entitled
to in exchange for those goods or services. At this
stage, the Group is not able to estimate the impact
of the new standard on the financial statements
and it will make more detailed assessments of the
impact over the next twelve months. The Group
plans to adopt the new standard on the required
effective date (1.1.2018).

IFRS 16 *“Leases” (effective for annual
beginning on or after 1 January 2019)

periods
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IFRS 16 has been issued in January 2016 and
supersedes IAS 17. The objective of the standard is
to ensure the lessees and lessors provide relevant
information in a manner that faithfully represents
those fransactions. IFRS 16 infroduces a single lessee
accounfing model and requires a lessee fo
recognise assets and liabilities for all leases with a
term of more than 12 months, unless the underlying
asset is of low value. IFRS 16 substantially carries

forward the lessor accounting requirements in IAS 17.

Accordingly, a lessor continues to classify its leases
as operating leases or finance leases, and to
account for those two types of leases differently.
The Group is currently investigating the impact of
IFRS 16 on its financial statements. The standard has
not yet been endorsed by the EU.

IAS 12 (Amendments) “Recognition of Deferred Tax
Assetfs for Unrealised Losses” (effective for annual
periods beginning on or after 1 January 2017)

These amendments clarify the accountfing for
deferred tax assets for unrealised losses on debt
instruments  measured at  fair value. The
amendments have not yet been endorsed by the
EU.

IAS 7 (Amendments) “Disclosure initiative” (effective
for annual periods beginning on or affer 1 January
2017)

These amendments require entities to provide
disclosures that enable users of financial statements
fo evaluate changes in liabilities arising from
financing activities. The amendments have not yet
been endorsed by the EU.

IFRS 2  (Amendments)  “Classification  and
measurement of Shared-based Payment
fransactions”  (effective  for annual periods

beginning on or affer 1 January 2018)

The amendment clarifies the measurement basis for
cash-settled, share-based payments and the
accounting for modifications that change an
award from cash-settled to equity-settled. It also
infroduces an exception to the principles in IFRS 2
that will require an award to be treated as if it was
wholly equity-seftled, where an employer is obliged
fo withhold an amount for the employee’s fax
obligation associated with a share-based payment
and pay that amount to the tax authority. The
amendments have not yet been endorsed by the
EU.

IFRS 4 (Amendments) “Applying IFRS 9 Financial
insfruments  with IFRS 4 Insurance contracts”
(effective for annual periods beginning on or after 1
January 2018)

The amendments infroduce two approaches. The
amended standard will: a) give all companies that
issue insurance confracts the option to recognise in
other comprehensive income, rather than profit or
loss, the volafility that could arise when IFRS 9 is

applied before the new insurance confracts
sfandard is issued; and b) give companies whose
activities are predominantly connected with
insurance an optional femporary exemption from
applying IFRS 9 until 2021. The entfities that defer the
application of IFRS 9 will confinue to apply the
existing financial instruments standard—IAS 39. The
amendments have not yet been endorsed by the
EU.

IAS 40 (Amendments) “Transfers of Investment
Property” (effective for annual periods beginning on
or after 1 January 2018)

The amendments clarified that to transfer to, or from,
investment properties there must be a change in
use. To conclude if a property has changed use
there should be an assessment of whether the
property meets the definition and the change must
be supported by evidence. The amendments have
not yet been endorsed by the EU.

IFRIC 22 “Foreign currency transactions and
advance consideration” (effective for annual
periods beginning on or after 1 January 2018)

The interpretation provides guidance on how fo
determine the date of the fransaction when

applying the standard on foreign currency
fransactions, IAS 21. The Interpretation applies
where an entity either pays or receives

consideration in advance for foreign currency-
denominated contracts. The interpretation has not
yet been endorsed by the EU.

Annual Improvements to IFRSs 2014 (2014 — 2016
Cycle) (effective for annual periods beginning on or
after 1 January 2017)

The amendments set out below describe the key
changes to two IFRSs. The amendments have not
yet been endorsed by the EU.

IFRS 12 “Disclosures of Interests in Other Entities”

The amendement clarified that the disclosures
requirement of IFRS 12 are applicable to interest in
entities classified as held for sale except for
summarised financial information.

IAS 28
ventures”

“Investments in associates and Joint

The amendements clarified that when venture
capital organisations, mutual funds, unit trusts and
similar entities use the election to measure their
investments in associates or joint ventures at fair
value through profit or loss (FVTPL), this election
should be made separately for each associate or
joint venture aft initial recognition.

1.2 Consolidation
Subsidiaries

The consolidated financial statements comprise the
financial statements of the Company and ifs
subsidiaries. Subsidiaries are all entities (including
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special purpose entities) over which the Group has
control. The Group confrols an entity when the
Group is exposed to, or has rights fo, variable refurns
from its involvement with the entity and has the
ability to affect those refurns through its power over
the entity. Subsidiaries are fully consolidated from
the date on which conftrol is transferred to the
Group. They are deconsolidated from the date that
confrol ceases.

The Group uses the full acquisition method of
accounting to account for business combinations.
The consideration transferred for the acquisition of a
subsidiary is the fair values of the assets transferred,
the liabilities incurred and the equity interests issued
by the Group. The consideration transferred
includes the fair value of any asset or liability
resulting  from a contingent  consideration
arrangement.  Acquisition  related costs are
expensed as incurred. Identifiable assets acquired
and liabilities and contingent liabilities assumed in a
business combination are measured initially at their
fair values at the acquisition date. The Group
recognises any non-confrolling infterest in the
acquiree on an acquisition-by-acquisition  basis
either at fair value or at the non-controlling interest’s
proportionate share of the acquiree’s net assets.

If the business combination is achieved in stages,
the acquisition date carrying value of the acquirer’s
previously held equity interest in the acquiree is re-
measured to fair value af the acquisition date; any
gains or losses arising from such re-measurement are
recognized in the income statement.

Any contingent consideration fo be transferred by
the Group is recognised at fair value at the
acquisition date. Subsequent changes to the fair
value of the contingent consideration that is
deemed to be an asset or liability is recognised in
accordance with |AS 39 either in profit or loss or as a
change to other comprehensive income.
Contingent consideration that is classified as equity
is not re-measured, and its subsequent settlement is
accounted for within equity.

Goodwill is inifially measured at cost, being the
excess of the aggregate of the consideration
fransferred, the amount recognised for non-
confrolling interest and the fair value of any other
participation previously held in the subsidiary
acquired over the net identifiable assets acquired
and liabilities assumed. If the fair value of the net
assets acquired is in excess of the aggregate
consideration transferred, the amount recognized
for non-controlling interest and the fair value of any
other participation previously held in the subsidiary
acquired the gain is recognised in profit or loss (nofe
1.6).

Any profit or loss and any item of the Statement of
Other Comprehensive Income is allocated between
the share-holders of the parent and the non-

controlling interest, even if the allocation results in a
deficit balance of the non-conftrolling interest.

In the Company’s separate financial statements,
investments in subsidiaries are account for at cost
less impairment, if any. Cost is adjusted to reflect
changes in consideration arising from contingent
consideration amendments.

The subsidiaries’ financial statements are prepared
as of the same reporting date and using the same
accounting policies as the parent company. Intra-
group transactions, balances and unrealised
gains/losses on fransactions between group
companies are eliminated.

Changes in ownership interests in subsidiaries

without change of control

Transactions with non-controlling interests that do
not result in loss of confrol are accounted for as
fransactions with the owners in their capacity as
owners. The difference between consideration paid
and the relevant share acquired of the carrying
value of net assets of the subsidiary is recorded in
equity. Gains or losses on disposals fo non-
controlling inferests are also recorded in equity.

Disposal of subsidiaries

When the Group ceases to have confrol any
retained interest in the entity is re-measured to its
fair value at the date when control is lost, with the
change in carrying amount recognised in profit or
loss. The fair value is the initial carrying amount for
the purposes of subsequently accounting for the
retained interest as an associate, joint venture or
financial asset. In addition, any amounts previously
recognised in other comprehensive income in
respect of that entity are accounted for as if the
Group had directly disposed of the related assets or
liabilities. This may mean that amounts previously
recognised in other comprehensive income are
reclassified to profit or loss.

Joint arrangements

Investments in joint arrangements are classified as
either joint operations or joint ventures depending
on the confractual rights and obligations each
investor has rather than the legal structure of the
joint arrangement. The Group has assessed the
nature of ifs joint arrangement and determined it to
be a joint venture. Joint ventures are consolidated
with the equity method of consolidation.

Under the equity method of accounting, interests in
joint ventures are initially recognized at cost and
adjusted thereafter to recognize the Group's share
of the post-acquisition profits or losses and
movements in other comprehensive income. When
the Group's share of losses in a joint venture equals
or exceeds its inferests in the joint ventures (which
includes any long-term interests that, in substance,
form part of the Group's net investment in the joint
ventures), the Group does not recognize further
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losses, unless it has incurred obligations or made
payments on behalf of the joint ventures.

Unrealized gains on fransactions between the
Group and its joint ventures are eliminated to the
extent of the Group's interest in the joint venfures.
Unrealized losses are also eliminated unless the
fransaction provides evidence of an impairment of
the asset transferred. Accounting policies of joint
ventures have been adjusted where necessary to
ensure consistency with the policies adopted by the
Group. The financial statements of the joint venture
are prepared for the same reporting date with the
parent company.

In the Company’s stand-alone financial statements,
the investment in joint ventures is stated at cost less
impairment, if any.

Associates

Associates are entities over which the Group has
significant influence (holds directly or indirectly 20%
or more of the voting power of the entity) but which
it does not control. Investments in associates are
accounted for using the equity method of
accounting and are initially recognised at cost. The
Group's investment in associates includes goodwill
(net of any cumulative impairments losses)
identified on acquisition.

Under the equity method the Group’s share of the
post-acquisition profits or losses is recognised in the
income statement and its share of post-acquisition
movements in other comprehensive income is
recognized in other comprehensive income with a
corresponding adjustment to the carrying amount
of the investment.  When the Group’s share of
losses in an associate equals or exceeds its interest
in the associate, the Group does not recognize
further losses, unless the Group has incurred legal or
consfructive obligations or made payments on
behalf of the associates.

If the ownership interest in an associate is reduced
but significant influence is retained, only a
proportionate share of the amount previously
recognized in other comprehensive income is
reclassified to profit or loss where appropriate.

The Group determines at each reporting date
whether there is any objective evidence that the
investment in the associate is impaired. If this is the
case, the Group calculates the amount of the
impairment as the difference between the
recoverable amount of the associate and its
carrying value and recognizes the amount
adjacent to “share of profit/(loss) of associates and
joint ventures” in the income statement.

Profit and losses resulting from upstream and
downsfream transactions between the Group and
its associate are recognized in the Group's financial
statements only to the extent of unrelated investor’s
inferests in the associates. Unrealized gains on

fransactions between the Group and its associates
are eliminated to the extent of the Group's interest
in the associates; unrealized losses are also
eliminated unless the fransaction provides evidence
of an impairment of the asset fransferred.

Accountfing policies of associates have been
adjusted where necessary to ensure consistency
with the policies adopted by the Group.

The financial statements of the associates are
prepared for the same reporting date with the
Parent Company.

In the Company’s separate financial statements,
the investment in associates is stated at cost less
impairment, if any.

Commitments to purchase interests held by non-
controlling inferests

As part of the acquisition process of certain entities,
the Group has granted third party shareholders the
option to require the Group to purchase their shares
subject fo predetermined conditions (a “put”
option). These shareholders could be either
international institutions, or private investors who are
essenfially financial or industrial investors or former
shareholders of the acquired entities (note 31).

The Group applies the following policy for the
recognition of put opftions:

*  Non-conftrolling interest is still atfributed its share
of profit and losses (and other changes in equity).

* The non-controlling interest is reclassified as a
financial liability at each reporting date, as if the
acquisition took place at that date.

Any difference between the fair value of the liability
under the put option at the end of the reporting
period and the non-confrolling interest reclassified is
calculated based on the current policy of the
Group for acquisitions of non-controlling interests.

If the put option is ultimately exercised, the amount
recognized as the financial liability at that date will
be exfinguished by the payment of the exercise
price. If the put option expires unexercised, the
position will be unwound such that the non-
controlling interest at that date is reclassified back
to equity and the financial liability is derecognized.

1.3 Foreign currency franslation
Functional and presentation currency

ltems included in the financial statements of each
entity in the Group are measured in the functional
currency, which is the currency of the primary
economic environment in which each Group entfity
operates. The consolidated financial statements
are presented in Euros, which is the functional and
presentation currency of the Company and the
presentation currency of the Group.

Transactions and balances
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Foreign currency fransactions are franslated into the
functional currency using the exchange rates (i.e.

spot rates) prevaiing at the dates of the
fransactions or valuation where items are re-
measured. Foreign exchange gains and losses

resulfing from the settlement of such transactions
and from the translation at year-end exchange
rates of monetary assets and liabilities denominated
in foreign currencies are recognised in the income
statement, except when deferred in other
comprehensive income as qualifying net investment
hedges. When the related investment is disposed of,
the cumulative amount is reclassified to profit or loss.

Exchange differences arising from intragroup long
term loans and receivables that are designated as
part of a reporting entity's net investment in a
foreign operation shall be recognised in profit or loss
in the separate financial statements of the reporting
entity, or, of the individual financial statements of
the foreign operation, as appropriate. In the
consolidated financial statements such exchange
differences shall be recognized in other
comprehensive income and included in "currency
franslation differences reserve on fransactions
designated as part of netf investment in foreign
operation" in other reserves. Where settlement of
these infragroup long term loans and receivables is

planned or is likely to occur in the foreseeable future,

then these fransactions cease to form part of the
net investment in the foreign operation. The
exchange differences arising up fo that date are
recognized in other comprehensive income and
after that date, they are recognized in profit or loss.
On disposal of the net investment in a foreign
operation, the accumulated in other reserves
exchange differences are reclassified from equity to
profit or loss.

Translation differences on non-monetary financial
assets and liabilities, such as equity investments held
at fair value are included in the income statement.
Translation differences on non-monetary financial
assets, such as equities classified as available-for-
sale, are included in other comprehensive income.

Group companies

The financial statements of all group entities (none
of which operate in a hyperinflationary economy)
that have a functional currency different from the
presentation currency are franslated info the
presentation currency as follows:

+ Assets and liabilities for each balance sheet
presented are franslated at the closing rate at
the dafe of the balance sheet.

« Income and expenses for each statement of
profit or loss and statement of comprehensive
income are franslated at average exchange
rafes (unless this is not a reasonable
approximation of the cumulative effect of the
rates prevailing on the transaction dates, in

which case income and expenses are
franslated at the dates of the fransactions).

« All exchange differences resulting from the
above are recognised in other comprehensive
income and subsequently included in "foreign
currency franslation reserve'.

* On the disposal of a foreign operation (partly or
fully disposed), the cumulative exchange
differences relating to that particular foreign
operation, recognized in the "foreign currency
franslation  reserve" within  equity, are
recognised in the income statement as part of
the gain or loss on sale. On the partial disposal
of a foreign subsidiary, the proportionate share
of the cumulative amount is re-attributed to the
non-conftrolling interest in that operation.

On consolidation, exchange differences arising from
the franslation of borrowings designated as hedges
of investments in foreign entities, are taken to other
comprehensive income and included under
"currency translafion differences on derivative
hedging position" in other reserves.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and franslated at
the closing rate. Exchange differences arising are
recognized in other comprehensive income.

1.4 Property, plant and equipment

Property, plant and equipment (PPE) is stated at
historical cost less accumulated depreciafion and
impairment losses, except for land (excluding
quarries), which is shown at cost less impairment
losses.

Cost  includes expenditure that is directly
attributable to the acquisition of the items and any
environmental rehabilitation costs to the extent that
they have been recognised as a provision (refer fo
note 1.20). Subsequent costs are included in the
asset’s carrying amount or recognised as a
separate asset, as appropriate, only when it is
probable that future economic benefits associated
with the item will flow to the entity and the cost of
the item can be measured reliably. The carrying
amount of the replaced part is derecognized. All
other repairs and maintenance are charged to the
income statement as incurred. Subsequent costs
are depreciated over the remaining useful life of the
related asset or to the dafte of the net major
subsequent cost whichever is the sooner.

Depreciation, with the exception of quarries and
land, is calculated using the straight-line method to
adllocate the cost of the assets to their residual
values over their estimated useful lives as follows:
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Buildings Up to 50 years

Plant and machinery Up to 40 years

Motor vehicles 510 20 years

Office  equipment furnifure and fittings
(including computer equipment and software

integral fo the operation of the hardware) 210 10 years

Minor value assets Up to 2 years

Land on which quarries are located is depreciated
on a depletion basis. This depletfion is recorded as
the material extraction process advances based on
the unit-of-production method. Other land is not
depreciated.

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at each
reporting date. Where the carrying amount of an
asset is greater than its estimated recoverable
amount, it is wriften down immediately to its
recoverable amount (refer to note 1.8- Impairment
of non-financial assets other than Goodwill).

An item of PPE and any significant part inifially
recognised is derecognised upon disposal or when
no future economic benefits are expected from its
use or disposal. Gains and losses on disposals are
determined by comparing proceeds with carrying
amount and are included in operating profit.

Interest costs on borrowings specifically used to
finance the construction of PPE are capitalised
during the construction period if recognition criteria
are met (refer fo note 1.29).

1.5 Investment property

Investment property is property held for long-term
rental yields or for capital appreciation or both and
that is not occupied by any of the subsidiaries of the
Group. Owner-occupied properties are held for
production and administrative purposes. This
distinguishes  owner-occupied  property  from
investment property.

Investment property is measured initially at cost,
including related transaction costs and where
applicable borrowing costs (refer to 1.29).

After initial recognitfion investment property s
carried at fair value. Fair value reflects market
conditions at the reporting date and is determined
internally on an annual basis by management or
external valuators. The best evidence of fair value is
provided by current prices in an active market for
similar property in the same location and condition
and subject to the same lease terms and other
conditions (comparable fransactions). When such
identical conditions are not present, the Group
takes account of, and makes allowances for,

differences from the comparable properties in
location, nature and condition of the property or in
contractual ferms of leases and other contracts
relating to the property.

A gain or loss arising from a change in the fair value
of investment property is recognized in the period in
which it arises in the income statement within “other
income” or “other expense” as appropriate.

Subsequent expenditure is capitalised to the asset’s
carrying amount only when it is probable that future
economic benefits associated with the expenditure
will flow to the Group and the cost of the item can
be measured reliably. All other repairs and
maintenance costs are expensed when incurred.
When part of an investment property is replaced,
the camrying amount of the replaced part is
derecognised.

The fair value of investment property does not
reflect future capital expenditure that will improve
or enhance the property and does noft reflect the
related future benefits from this future expenditure
other than those a rational market participant
would take info account when determining the
value of the property.

Where the Group disposes of a property at fair
value in an arm’s length transaction, the carrying
value immediately prior to the sale is adjusted to the
fransaction price, and the adjustment is recorded in
the income statement within net gain from fair
value adjustment on investment  property.
Investment properties are derecognised when they
have been disposed.

If an investment property becomes owner-
occupied, it is reclassified as PPE. Its fair value at the
date of reclassification becomes its deemed cost
for subsequent accounting purposes.

If an item of owner-occupied property becomes an
investment property because its use has changed,
IAS 16 is applied up to the date of transfer, since
investment property is measured at fair value. The
property is fair valued at the date of transfer and
any revaluation gain or loss, being the difference
between fair value and the previous carrying
amount, is accounted for as a revaluation surplus or
deficit in equity in accordance with |AS 16.
Revaluation surplus is recognized directly in equity
through other comprehensive income, unless there
was an impairment loss recognized for the same
property in prior years. In this case, the surplus up to
the extent of this impairment loss is recognized in
profit or loss and any further increase is recognized
directly in equity through other comprehensive
income. Any revaluation deficit is recognized in
profit or loss.
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1.6 Intangible assets
Goodwill

Goodwill arises on the acquisition of subsidiaries and
represents the excess of the aggregate of the
considerafion  transfered and the amount
recognised for non-confrolling interest over the net
identifiable assets acquired and liabilities assumed.
If the excess of the aggregate of the consideration
fransferred and the amount recognised for non-
controlling interest over the net identifiable assets
acquired and liabilities assumed is smaller than the
fair value of the net assets of the acquired
subsidiary, the difference is recognized in the profit
or loss. Goodwill represents the future economic
benefits arising from assets that are not capable of
being individually identified and separately
recognized in a business combination.

Goodwill is not amortized. After initial recognition, it
is measured at cost less any accumulated
impairment losses.

For the purpose of impairment testing, goodwill
acquired in a business combination is, from the
acquisition date, allocated to each cash-
generating-unit that is expected to benefit from the
synergies of the combination. Each unit or group of
units to which the goodwill is allocated represents
the lowest level within the entity at which the
goodwill is monitored for internal management
purposes. Goodwill is monitored at the operating
segment level.

Impairment reviews are undertaken annually (even
if there is no indication of impairment) or more
frequently if events or changes in circumstances
indicate a potential impairment. The carrying value

of goodwill is compared to the recoverable amount,

which is the higher of the value-in-use and the fair
value less costs to sell. Any impairment is recognised
immediately as an expense and is not subsequently
reversed.

Where goodwill has been allocated to a cash-
generating-unit (CGU) and part of the operation
within  that unit is disposed of, the goodwill
associated with the disposed operation is included
in the carrying amount of the operation when
determining the gain or loss on disposal. Goodwill
disposed in these circumstances is measured based
on the relative values of the disposed operation
and the portion of the cash-generating unit
retained.

Other intangible assets

Intangible assets acquired separately are measured
on initial recognition at cost. The cost of infangible
assets acquired in a business combination is their fair
value at the datfe of acquisition. Following initial
recognition, infangible assets are carried at cost less
any accumulated amortfisation and accumulated
impairment losses. Internally generated intangible

assets, excluding capitalised development costs
(note 1.7), are not capitalised and expenditure is
reflected in profit and loss in the period in which the
expenditure is incurred.

The Group's intfangible assets have a finite useful life.

Infangible assets with finite lives are amortised over
the useful economic life and assessed for
impairment whenever there is an indication that the
intangible asset may be impaired. The amortisation
period and the amortisation method for an
intangible asset with a finite useful life are reviewed
at least at the end of each reporting period.
Changes in the expected useful life or the expected
pattern of consumption of future economic benefits
embodied in the asset are considered to modify the
amortisation period or method, as appropriate, and
are treated as changes in accounting estimates.
The amortisation expense on infangible assetfs with
finite lives is recognised in the income statement as
the expense category that is consistent with the
function of the intangible assets.

Acquired computer software programs and licenses
are capitalised on the basis of costs incurred to
acquire and bring fo use the specific software when
these are expected to generate economic benefits
beyond one year. Costs associated with developing
or maintaining computer software programs are
recognised as an expense as incurred.

The amortization methods used for the Group's
infangibles are as follows:

Amortization  Useful Lives
Method
Patents, frademarks and straight-line up to 20 years
customer relationships basis
Licenses (mining permits) straight-line shorter  of: the
basis / permit period and
depletion the estimated life
method of the underlying
quarry
unit-of-production
method
Development costs (quarries  note 1.7 note 1.7
under operating leases)
Computer software straight-line 3to 7 years
basis

Gains or losses arising from derecognition of an
infangible asset are measured as the difference
between the net disposal proceeds and the
carrying amount of the asset and are recognised in
the income statement when the asset s
derecognised.

1.7 Deferred stripping costs

Stripping costs comprise the removal of overburden
and other waste products. Stripping costs incurred
in the development of a quarry before production
commences are capitalised as follows:
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Where such costs are incurred on quarry land that
is owned by the Group, these are included within
the carrying amount of the related quarry, under
PPE and subsequently depreciated over the life of
the quarry on a units-of-production basis. Where
such costs are incurred on quarries held under an
operating lease, these are included under
‘Development expenditure’ under Intangible assets
and amortised over the shorter of the lease term
and the useful life of the quarry.

1.8 Impairment of non-financial assets other than
Goodwill

Assets that have an indefinite useful life (land not
related to quarries) are not subject to amortisation
and are tested annually for impairment. Assets that
are subject to amortisation are reviewed for
impairment whenever events or changes in
circumstances indicate that the carrying amount
may not be recoverable. An impairment loss is
recognised, as an expense immediately, for the
amount by which the asset's carrying amount
exceeds its recoverable amount. For the purposes
of assessing impairment, assefs are grouped at the
lowest levels for which there are separately
identifiable cash flows (cash-generating units). Non-
financial assets other than goodwill that suffered
impairment are reviewed for possible reversal of the
impairment at each reporting date. An asset’s
recoverable amount is the higher of an asset or
cash generating units (CGU) fair value less costs of
sell and its value-in-use.

1.9 Leases
Where a Group entity is the lessee

Leases where substantially all the risks and rewards
of ownership are retained by the lessor are classified
as operating leases. Payments made under
operating leases (net of any incentives received
from the lessor) are charged fo the income
statement on a straight-line basis over the period of
the lease.

Leases of PPE where the Group has substantially all
the risks and rewards of ownership are classified as
finance leases. Finance leases are capitalised at the
commencement of the lease at the lower of the fair
value of the leased property or the present value of
the minimum lease payments, each determined at
the inception of the lease. Each lease payment is

adllocated between the liability and finance charges.

The corresponding rental obligations, net of finance
charges, are included in liabilities. The interest
element of the finance cost is charged to the
income statement over the lease period so as fo
produce a constant periodic rate of interest on the
remaining balance of the liability for each period.
PPE acquired under finance leases are depreciated
over the shorter of the useful life of the asset and the
lease term.

Leases are classified as finance leases or operating
leases at the inception of the lease.

Where a Group entity is the lessor

Leases in which the Group entity does not fransfer
substantially all the risks and benefits of ownership of
an asset are classified as operating leases.
Operating leases of PPE are recognized according
to their nature in the statement of financial position.

Payments made under operating leases are
charged to profit or loss on a straight-line basis over
the period of the lease.

Initial direct costs incurred in negotiating an
operating lease are added to the carrying amount
of the leased asset and recognised over the lease
term on the same basis as rental income.

Confingent rents are recognised as revenue in the
period in which they are earned.

1.10 Inventories

Inventories are stated atf the lower of cost and net
realisable value. Cost is defermined using the
weighted average cost method. The cost of finished
goods and work in progress comprises raw materials,
direct labour, other direct costs and related
production overheads (based on normal operating
capacity) but excludes borrowing costs. Net
realisable value is the estimated selling price in the
ordinary course of business, less the estimated costs
of completfion and selling expenses.

Appropriate allowance is made for damaged,
obsolete and slow moving items. Write-downs to net
realisable value and inventory losses are expensed
in cost of sales in the period in which the write-
downs or losses occur.

1.11 Trade receivables

Trade receivables are amounts due from customers
for merchandise sold or services performed in the
ordinary course of business. If collection is expected
in one year or less (or in the normal operating cycle
of the business if longer), they are classified as
current assets. If not, they are presented as non-
current assefts.

Trade receivables are recognised initially at fair
value and subsequently measured at amortised
cost using the effective interest method, less
provision for impairment.

1.12 Cash and cash equivalents

In the statement of cash flows, cash and cash
equivalents comprise cash on hand, deposits held
at call with banks, other short-term highly liquid
investments, and bank overdrafts, if they exist. Bank
overdrafts are included within borrowings in current
liabilities in the balance sheet. The components of
cash and cash equivalents have a negligible risk of
change in value.
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1.13 Share capital

Ordinary shares and non-redeemable non-voting
preferred shares with minimum statufory non-
discrefionary dividend features are classified as
equity. Share capital represents the value of
company's shares in issue. Any excess of the fair
value of the consideration received over the par
value of the shares issued is recognized as “share
premium” in shareholders’ equity.

Incremental external costs directly attributable to
the issue of new shares or share options are shown in
equity as a deduction, net of tax, from the
proceeds.

Where the Company or its subsidiaries purchases
the Company’s own equity share capital (freasury
shares), the consideration paid including any
attributable incremental external costs net of
income taxes is deducted from total shareholders’
equity until they are cancelled or sold. Where such
shares are subsequently sold or reissued, any
consideration received, net of any directly
attributed incremental transaction costs and the
related income tfax effect, is included in
shareholders’ equity.

1.14 Borrowings

Borrowings are recognised initially at fair value, net
of fransaction costs incurred. In subsequent periods,
borrowings are carried at amortised cost using the
effective interest method. Any difference between
proceeds (net of ftransaction cosfts) and the
redemption value is recognised in the income
statement over the period of the borrowings using
the effective interest method.

Fees paid on the establishment of loan facilities are
recognized as transactions costs of the loan to the
extent that it is probable that some or all of the
facility will be drawn down. In this case, the fee is
deferred until the draw down occurs. To the extent
there is no evidence that it is probable that some or
all of the facility will be drawn down, the fee is
capitalised as a prepayment for liquidity services
and amortised over the period of the facility to
which it relates.

Borrowings are classified as current liabilities unless
the Group entity has an unconditional right to defer
settlement for at least 12 months after the balance
sheet date.

1.15 Current and deferred income taxes

The tax expense for the period comprises current
and deferred tax. Tax is recognised in the income
statement, except to the extent that it relates to
itfems recognised in other comprehensive income or
directly in equity. In this case, the tax is also
recognised in other comprehensive income or
directly in equity, respectively.

Current income fax is calculated on the basis of the
tax laws enacted or substantively enacted at the
reporting datfe in the countries where the Company
and ifs subsidiaries operate and generate taxable
income. Management periodically evaluates
positions faken in fax returns with respect to
situations in which applicable tax regulation is
subject to interpretation. It establishes provisions
where appropriate on the basis of amounts
expected to be paid to the tax authorities.

Deferred income tax is recognised using the liability
method, on temporary differences arising between
the tax bases of assets and liabilities and their
carrying amounts in the financial statements.
However, if the deferred income tax arises from
initial recognition of an asset or liability in a
fransaction other than a business combination that
at the time of the fransaction affects neither
accounting nor taxable profit and loss, it is not
accounted for.

Deferred tax assets are recognised for all
deductible temporary differences, the carry forward
of unused tax credits and any unused tax losses.
Deferred tox assefs are recognised to the extent
that it is probable that taxable profit will be
available against which the deductible temporary
differences, and the carry forward of unused tax
credits and unused tax losses can be utilized.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, joint arrangements and associates,
except where the Group is able to control the
reversal of the temporary difference and it is
probable that the temporary difference will not
reverse in the foreseeable future. Deferred income
tax is determined using tax rates (and laws) that
have been enacted or substantively enacted at the
reporting date and are expected to apply when
the related deferred income tax asset is realised or
the related deferred income tax liability is settled.

Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset
current tax assefs against current tax liabilities and
when the deferred income taxes assefts and
liabilities relate to income taxes levied by the same
taxation authority on either the same taxable entity
or different taxable entities where there is an
intention fo settle the balances on a net basis.

1.16 Employee benefits
Pension and other retirement obligations

The Group operates various pension and other
retirement schemes, including both defined benefit
and defined confribution pension plans in
accordance with the local conditions and practices
in the counfries in which it operafes. A defined
confribution plan is a pension plan under which the
Group pays fixed confributions info a separate
entity. The Group has no legal or consfructive
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obligations to pay further contributions if the fund
does not hold sufficient assets to pay all employees
the benefits relating to employee service in the
current and prior periods. A defined benefit planis a
pension plan that is not a defined contribution plan.

Typically defined benefit plans define an amount of
pension benefit that an employee will receive on
retirement, usually dependent on one or more
factors such as age, years of service and
compensation.

The liability recognized in the statement of financial
position in respect of defined benefit pension or
retirement plans is the present value of the defined
benefit obligation at the reporting date less the fair
value of plan assefs.

The defined benefit obligation is calculated
annually by independent actuaries using the
projected unit credit method. The present value of
the defined benefit obligation is determined by
discounting the estimated future cash outflows
using interest rates of high quality corporate bonds
or government bonds which have terms to maturity
approximating to the terms of the related pension
obligation.

Past service costs are recognized in profit or loss on
the earlier of:

- The date of the plan amendment or
curtailment, and

- The date that
restructuring-related costs

the Group recognizes

Net inferest is calculated by applying the discount
rate to the net defined benefit liability or asset. The
Group recognizes the following changes in the net
defined benefit obligation:

Service costs comprising current service costs, past-
service costs, gains and losses on curtailments and
non-routine seftflements under other operating
expenses/income

Net inferest expense or income under finance
expenses

Re-measurements, comprising of the actuarial gains
and losses, the effect of the asset ceiling, excluding
net inferest (not applicable to the Group) and the
return on plan assefs (excluding net interest), are
recognized immediately in the statement of
financial position with a corresponding debit or
credit to retained earnings through other
comprehensive income (OCI) in the period in which
they occur. Re-measurements are noft reclassified to
profit or loss in subsequent periods.

For defined contribution plans, the Group pays
confributions to publicly or privately administered
pension insurance plans on a mandatory,
contractual or voluntary basis. Once the
contributions have been paid, the Group has no
further  payment  obligations. The  regular

contributions constfitute net periodic costs for the
year in which they are due and as such are
included in staff costs.

Termination benefits

Terminafion benefits are payable whenever an
employee’s employment is ferminated by the
Group, before the normal retrement date or
whenever an employee accepts voluntary
redundancy in exchange for these benefits.

The Group recognises termination benefits when it is
demonstrably committed to a termination when the
entity has a detailed formal plan to terminate the
employment of current employees without
possibility of withdrawal. The obligating event is the
termination and not the service. In the case of an
offer made to encourage voluntary redundancy,
the termination benefits are measured based on
the number of employees expected to accept the
offer. Benefits falling due more than 12 months after
the end of the reporting period are discounted to
their present value.

Profit sharing and bonus plans

A liability for employee benefits in the form of profit
sharing and bonus plans is recognised in other
provisions when the following conditions are met:

- there is a formal plan and the amounts to
be paid are determined before the time of issuing
the financial statements; or

- past practice has created a valid
expectation by employees that they will receive a
bonus/ profit sharing and the amount can be
determined before the time of issuing the financial
statements.

Share-based payments

Share opfions are granfed to certain members of
senior management at a discount to the market
price of the shares at par value on the respective
dates of the grants and are exercisable at those
prices. The options must be exercised within twelve
months of their respective vesting period. The
scheme has a confractual optfion term of three
years.

The fair value of the employee services received in
exchange for the grant of the options is recognised
as an expense during the vesting period, which is
the period over which all of the specific vesting
conditions are to be satisfied. The total amount fo
be expensed over the vesting period is determined
by reference to the fair value of the options granted,
specified by the date of grant:

- Including any  market  performance
conditions (for example, an entity’s share price);

- Excluding the impact if any service and
non-market performance vesting conditions (for
example profitability, sales growth targets and
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remaining an employee of the entity over a
specified time period); and

- Including the impact of any non-vesting
conditions (for example, the requirement for
employees to save)

At the end of each reporting date, the Group
revises its estimates of the number of options that
are expected to vest and recognises the impact of
the revision of original estimates, if any, in
administrative expenses and cost of goods sold in
the income statement, with a corresponding
adjustment to equity. When the options are
exercised, the Company issues new shares. The
proceeds received net of any directly attributable
fransaction costs are credited to share capital
(nominal value) and share premium reserve.

1.17 Government grants

Government grants are recognised at their fair
value where there is a reasonable assurance that
the grant will be received and the Group will
comply with all attached conditions.

Government grants are recognized in profit or loss
on a systematic basis over the periods in which the
Group recognizes as expenses the related costs for
which the granfs are infended to compensate.
Specifically, government grants whose primary
condition is that the Group should purchase,
construct or otherwise acquire non-current assets
are recognized as deferred revenue in the
statement of financial position and transferred to
profit or loss on a systematic and rational basis over
the useful lives of the related assets.

1.18 CO2 Emission rights

Emission rights are accounted for under the net
liobility method, based on which the Group
recognizes a liability for emissions when the
emissions are made and are in excess of the
allowances allocated. The Group has chosen to
measure the net liability on the basis of the period
for which the irrevocable right to the cumulative
emissions rights have been received. Emission rights
purchases in excess of those required to cover its
shorfages are recognized as intfangible asset.
Proceeds from the sale of granted emission rights
are recorded as a reduction to cost of sales.

1.19 Provisions

Provisions represent liabilities of uncertain fiming or
amount and are recognised when the Group has a
present legal or constructive obligation as a result of
past events, it is probable that an outflow of
resources will be required to settle the obligation,
and a reliable estimate of the amount can be
made. Where the Group expects a provision to be
reimbursed, for example under an insurance
contract, the reimbursement is recognised as a
separate asset but only when the reimbursement is
virtually certain. The expense relafing to any

provision is presenting in the income statement net
of any reimbursement.

Provisions are not recognized for future operatfing
losses. The Group recognises a provision for onerous
contracts when the economic benefits to be
derived from a confract are less than the
unavoidable costs of meeting the obligations under
the contract.

Restructuring provisions comprise lease termination
penalties and employee termination payments, and
are recognised in the period in which the Group
becomes legally or constructively committed to
payment. Costs related to the ongoing activities of
the Group are not provided for in advance.

Where the effect of the time value of money is
material, provisions is measured at the present value
of the expenditure expected to be required to
settle the obligation using a pre-tax rate that reflects
current market assessments of the fime value of
money and the risks specific to the obligation. The
increase in the provision due the passage of time is
recognized as a finance expense.

1.20 Site restoration,
environmental costs

quarry rehabilitation and

Companies within the Group are generally required
to restore the land used for quarries and processing
sites at the end of their producing lives to a
condition acceptable to the relevant authorities
and consistent with the Group’s environmental
policies. Provisions for environmental restoration are
recognised when the Group has a present legal or
constructive obligation as a result of past events
and, it is probable that an outflow of resources will
be required to seftle the obligation and the amount
has been reliably estimated.

Provisions associated with environmental damage
represent the estimated future cost of remediation.
Estimating the future costs of these obligations is
complex and requires management fo use
judgment.

The estimation of these costs is based on an
evaluation of currently available facts with respect
to each individual site and considers factors such as
existing fechnology, currently enacted laws and
regulations and prior experience in remediatfion of
sites. Inherent uncertainties exist in such evaluations
primarily due to unknown conditions, changing
governmental regulations and legal standards
regarding liability, the protracted length of the
clean-up periods and evolving technologies. The
environmental and remediation liabilities provided
for reflect the information available to
management at the time of determination of the
liability and are adjusted periodically as
remediatfion efforts progress or as additional
technical or legal information becomes available.
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Estimated costs associated with such rehabilitation
activities are measured at the present value of
future cash outflows expected to be incurred. When
the effect of the passage of time is not significant,
the provision is calculated based on discounted
cash flows. Where a closure and environmental
obligation arises from quarry/mine development
activities or relate to the decommissioning PPE the
provision can be capitalized as part of the cost of
the associated asset (intangible or tangible). The
capitalized cost is depreciated over the useful life of
the asset and any change in the net present value
of the expected liability is included in finance costs,
unless they arise from changes in accounting
estimates of valuation.

1.21 Revenue recognition

Revenue is recognized to the extent that it is
probable that the economic benefits will flow to the
Group and the revenue can be reliably measured.
Revenue is measured at the fair value of the
consideration  received or receivable, and
represents amounts receivable for the sale of goods
and services stated net of value-added tax, rebates
and discounts.

Revenue from the sale of goods is recognised when
significant risks and rewards of ownership of the
goods are transferred to the buyer (usually upon
delivery and customer acceptance) and the
realization of the related receivable is reasonably
assured.

Revenue arising from services is recognised in the
accountfing period in which the services are
rendered, by reference to stage of completfion of
the specific fransaction and assessed on the basis
of the actual service provided as a proportion of
the total services to be provided.

Revenue from rental income arising, from operating
leases, is accounted for on a straight-line basis over
the lease terms.

Interest income is recognised using the effective
interest method. If there is an impairment of loans or
receivables, their carrying value is reduced to their
recoverable amount, which is the present value of
the future cash flows discounting with the initial
effective interest rate. Afterwards, the interest
income is recognised with the same inferest rate
(the initial effective interest rate) multiplied with the
impaired carrying value.

Dividend income is recognised when the right to
receive the payment is established.

1.22 Dividend distribution

Dividend to the Company's shareholders s
recognized in the financial statements in the period
in which the Board of Directors’ proposed dividend
is rafified at the Shareholders’ Annual General
Meeting.

1.23 Segment information

Segment information is presented on the same basis
as the internal information provided to the chief
operafing decision maker. The chief operating
decision maker is the person (or the group of
persons) that allocates resources to and assesses
the operating results of the segments.

For management purposes, the Group is structured
in four regions: Greece and Western Europe, North
America, South East Europe and Eastern
Mediterranean. Each region is a set of countries. The
aggregation of countries is based on proximity of
operations and to an extent in similarity of
economic and political conditions. Each region has
a regional Chief Executive Officer (CEO) who
reports to the Group's CEQO. In addition, the Finance
Department is organized also by region for effective
financial controlling and performance monitoring.

1.24 Financial assets
Classification

The Group classifies its financial assets in the
following categories: at fair value through profit or
loss, loans and receivables and available for sale.
The classification depends on the purpose for which
the financial assets were acquired. Management
determines the classification of its financial assets at
initial recognition.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss
are financial assefs held for trading. A financial
asset is classified in this category if acquired
principally for the purpose of selling in the short term.
Derivatives are also categorized as held for frading
unless they are designated as hedges. Assets in this
category are classified as current assets if expected
to be settled within 12 months, otherwise they are
classified as non-current.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. They are included
in current assets, except for maturities greater than
12 months after the end of the reporting period.
These are classified as non-current assets.

Available-for-sale financial assets

Available-for-sale  financial —assets are  non-
derivatives that are either designated in this
category or not classified in any of the other
categories. They are included in non-current assets
unless the investment matures or management
infends to dispose of it within 12 months of the end
of the reporting period.

Recognition and measurement

Regular purchases and sales of financial assets are
recognised on the frade-date. This is the dafe on
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which the group commits to purchase or sell the
asset. Investments are inifially recognised at fair
value plus fransaction costs for all financial assets
not carried at fair value through profit or loss.
Financial assetfs carried at fair value through profit or
loss is inifially recognised at fair value, and
fransaction costs are expensed in the income
statement. Financial assets are derecognised when
the rights to receive cash flows from the investments
have expired or have been transferred and the
Group has transferred substantially all risks and
rewards of ownership. Available-for-sale financial
assets and financial assets at fair value through
profit or loss are subsequently carried at fair value.
Loans and receivables are subsequently carried at
amortised cost using the effective interest method.

Gains or losses arising from changes in the fair value
of the 'financial assets at fair value through profit or
loss' category are presented in the income
statement within the period in which they arise.

Changes in the fair value of monetary and non-
monetary securities classified as available for sale
are recognised in other comprehensive income.
When securities classified as available for sale are
sold or impaired, the accumulated fair value
adjustments recognised in equity are included in
the income statement.

Dividends on available-for-sale equity instruments
are recognised in the income statement when the
group's right to receive payments is established.

1.25 Offsetting financial instruments

Financial assets and liabilities are offset and the net
amount reported in the balance sheet when there is
a legally enforceable right to offset recognised
amounts, and there is an infention to settle on the
net basis the liability or realise the asset and settle
the liability simultaneously. The legally enforceable
right to offset should not depend on future events

but it should apply in the ordinary course of business.

However, it should be dallowed for the related
amounts to be set off in certain circumstances, such
as bankruptcy or the termination of a confract.

1.26 Impairment of financial assets
Assets carried at amortised cost

The Group assesses at the end of each reporting
period whether there is objective evidence that a
financial asset or group of financial assets is
impaired. A financial asset or a group of financial
assets is impaired and impairment losses are
incurred only if there is objective evidence of
impairment as a result of one or more events that
occurred after the initial recognition of the asset (a
‘loss event’) and that loss event (or events) has an
impact on the estimated future cash flows of the
financial asset or group of financial assets that can
be reliably estimated.

Evidence of impairment may include indications
that the debfors or a group of debtors is
experiencing significant financial difficulty, default
or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other
financial reorganisation, and where observable
data indicate that there is a measurable decrease
in the estimated future cash flows.

For loans and receivables category, the amount of
the loss is measured as the difference between the
asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at
the financial asset’s original effective interest rate.
The carrying amount of the asset is reduced and
the amount of the loss is recognised in the income
statement.

If, in a subsequent period, the amount of the
impairment loss decreases and the decrease can
be related objectively to an event occurring after
the impairment was recognised (such as an
improvement in the debtor’'s credit rating), the
reversal of the previously recognised impairment
loss is recognised in the income statement.

Assets classified as available-for-sale

The Group assesses at the end of each reporting
period whether there is objective evidence that a
financial asset or a group of financial assetfs is
impaired. In the case of equity investments
classified as available- for- sale, a significant or
prolonged decline in the fair value of the security
below its cost is also evidence that the assets are
impaired. If any such evidence exists for available-
for-sale financial assetfs, the cumulative loss -
measured as the difference between the
acquisition cost and the current fair value, less any
impairment loss on that financial asset previously
recognised in profit or loss — is removed from equity
and recognised in profit or loss. Impairment losses
recognised in the consolidated income statement
on equity instruments are not reversed through the
consolidated income statement. If, in a subsequent
period, the fair value of a debt instrument classified
as available- for- sale increases and the increase
can be objectively related to an event occurring
after the impairment loss was recognised in profit or
loss, the impairment loss is reversed through the
consolidated income statement.

1.27 Derivative financial instruments and hedging
activities

Derivatives are initially recognized at fair value on
the date a derivative contract is entered info and
are subsequently periodically re-measured at their
fair value. Derivatives are carried as financial assets
when the fair value is positive and as financial
liabilities when the fair value is negative.

Any gains or losses arising from changes in the fair
value of derivatives are taken directly to profit or
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loss, except for the effective portion of cash flow
hedges, which is recognized in  other
comprehensive income (OCI) and later s
reclassified to profit or loss when the hedge item
affects profit or loss.

For the purpose of hedge accounting, hedges are
classified as:

e Fair value hedges when hedging the exposure
to changes in the fair value of a recognized asset or
liability or an unrecognized firm commitment

e Cash flow hedges when hedging the exposure
to variability in cash flows that is either attributable
to a particular risk associated with a recognized
asset or liability or a highly probable forecast
fransaction or the foreign currency risk in an
unrecognized firm commitment

. Hedges of a net investment in a foreign
operation

At the inception of the hedge relationship, Group
formally designates and documents the hedge
relationship between hedging instruments and
hedged items, to which it wishes to apply hedge
accounting and the risk management objective
and strategy for undertaking the hedge. The
documentation includes idenfification of the

hedging instrument, the hedged item or fransaction,

the nature of the risk being hedged and how the
entity will assess the effectiveness of changes in the
hedging instrument’s fair value in offsefting the
exposure fo changes in the hedged item’s fair value
or cash flows attributable to the hedged risk. Such
hedges are expected to be highly effective in
achieving offsefting changes in fair value or cash
flows and are assessed on an ongoing basis fo
defermine that they actually have been highly
effective throughout the financial reporting periods
for which they were designated.

The full fair value of a hedging derivative is classified
as a non-current asset or liability when the
remaining hedged item is more than 12 months and
as a current asset or liability when the remaining
maturity of the hedged item is less than 12 months.

Hedges that meet the strict criteria for hedge
accounting are accounted for, as described below:

Fair value hedges

Changes in the fair value of derivatives that are
designated and qualify as fair value hedges are
recorded in the income statement, together with
any changes in the fair value of the hedged asset
or liability that are attributable to the hedged risk.
The gain or loss relafing both to the effective and
ineffective portion of interest rate swaps hedging
fixed rafe borrowings is recognized in the income
statement within “Finance income/expense”.

Cash flow hedges

The effective portion of gains or losses from
measuring cash  flow hedging instruments s
recognized in OCIl and accumulated in reserves, in
the account “franslation differences on derivate
hedging position”. The gain or loss relating to the
ineffective portion is recognized immediately in the
income statement within “Finance
income/expenses”.

Amounts accumulated in equity are reclassified to
profit or loss in the periods when the hedged item
affects profit or loss.

When a hedging instrument expires or is sold or
terminated, or when a hedge no longer meets the
criteria for hedge accounting, any cumulative gain
or loss existing in equity at that time remains in
equity and is recognised when the forecast
fransaction is ultimately recognised in profit or loss.
When a forecast fransaction is no longer expected
to occur, the cumulative gain or loss that was
reported in equity is immediately reclassified to
profit or loss.

Net investment hedge

Hedges of net investments in foreign entities are
accounted for similarly to cash flow hedges. Where
the hedging instrument is a derivative, any gain or
loss on the hedging instfrument relating fo the
effective portion of the hedge is recognised in
currency franslation  differences on derivative
hedging position in other reserves. The gain or loss
relating fo the ineffective portion is recognised
immediately in other income/expenses in the
income statement. However, where the hedging
insfrument is not a derivative (for example, a foreign
currency borrowing), all foreign exchange gains or
losses arising on the translation of a borrowing that
hedges such an investment (including any
ineffective portion of the hedge) are recognized in
equity in “franslation differences on derivative
hedging position” in “other reserves”.

Gains or losses accumulated in equity are included
in the income statement when the foreign
operation is partially disposed of or sold. The
Group’s ‘other reserves’ include gains that have
resulted from such hedging activities carried out in
the past.

Derivatives that do not

accounting

qualify  for hedge

Certain derivative transactions, do not qualify for
hedge accounting under rules in IFRS. Any gains or
losses arising from changes in the fair value of
financial instruments that are not part of a hedging
relationship are included in finance
income/(expenses), or gain/(loss) from foreign
exchange differences in the income statement for
the period in which they arise.
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1.28 De-recognition of financial assets and liabilities

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

+ the rights fo receive cash flows from the asset
have expired;

« the Group retains the right to receive cash flows
from the asset, but has assumed an obligation to
pay them in full without material delay to a third
party under a “pass-through™ arrangement; or

« the Group has transferred its rights to receive
cash flows from the asset and either (a) has
fransferred substantially all the risks and rewards of
the assets, or (b) has neither transferred nor retained
substantially all the risks and rewards of the asset,
but has fransferred control of the asset.

Where the Group has fransferred its rights to receive
cash flows from an asset and has neither fransferred
nor retained substantially all the risks and rewards of
the asset nor transferred conftrol of the assetf, the
asset is recognized to the extent of the Group's
continuing involvement in the asset. A respective
liability is also recognized.

Confinuing involvement that fakes the form of a
guarantee over the transferred asset is measured at
the lower of the original carrying amount of the
asset and the maximum amount of consideration
that the Group could be required o repay.

Financial liabilities: A financial liability s
derecognized when the obligation under the
liability is discharged or cancelled or expires. Where
an existing financial liability is replaced by another

from the same lender on substantially different terms,

or the terms of an existing liability are substantially
modified, such an exchange or modification is
freated as a de-recognition of the original liability
and the recognition of a new liability. The difference
in the respective carrying amounts is recognized in
the consolidated statement of income.

1.29 Borrowing costs

Borrowing costs directly aftributable to the
acquisition, construction or production of a
qualifying which is 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 until such as the asset is
substantially ready for its intfended use or sale.
Qualifying assets are assets that necessarily take a
substantial period of time to get ready for their
intended use or sale. All other borrowing costs are
expensed in the profit of loss in the period in which
they are occurred. Borrowing costs consist  of
interest and other costs that an enfity incurs in
connection with the borrowing of funds.

1.30 Trade payables

Trade payables are obligations to pay for goods or
services that have been acquired in the ordinary
course of business from suppliers. Accounts payable
are classified as current liabilities if payment is due
within one year or less (or in the normal operating
cycle of the business if longer). If not, they are
presented as non-current liabilities.

Trade payables are recognised initially at fair value
and subsequently measured at amortised cost using
the effective interest method.

1.31 Exceptional items

Exceptional items are disclosed separately in the
financial statements where it is necessary to do so
to provide further understanding of the financial
performance of the group. They are material items
of income or expense that have been shown
separately due fo the significance of their nature or
amount. Examples of exceptional items include
gains/losses on disposal of non-current assefts,
restructuring costs and other unusual gains or losses.

2. Significant and

judgments

accounting estimates

The preparation of the financial statements requires
management to make estimations and judgments
that affect the reported disclosures. On an ongoing
basis, management evaluates its estimates, which
are presented bellow in paragraphs 2.1 to 2.17.

Estimates and judgements are confinually
evaluated and are based on historical experience
and other factors, including expectations of future
events that are believed to be reasonable under
the circumstances.

These management’s estimation and assumptions
form the basis for making judgments about the
carrying value of assets and liabilities that are not
readily available from other sources. The resulting
accounting estimates wil, by definition, seldom
equal the related actual results. The estimates and
assumptions that have a significant risk of causing a
material adjustment to the carrying amounts of
assefs and liabilities within the next financial year
are discussed below.

2.1 Impairment of goodwill and other non-financial
assets

Management tests annually whether goodwill has
suffered any impairment, in accordance with the
accounting policy stated in paragraph 1.6. The
recoverable amounts of cash-generating units have
been deftermined based on  value-in-use
calculations. The basic assumptions that are used in
the calculations are explained further in note 13.
These calculations require the use of estimates
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