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

MNuh Cimento Sanayi A.S
and its subsidiaries

Consolidated financial statements at December 31, 2013
together with Independent auditors’ report



{Convenience ranslation of a report and consolidated financial statements originally issued in Turkish)

Nuh Clmento Banayi A8, and its subsidiaries

Table of contents

independent auditors’ repori

Consolidated balance sheet

Consolideted statement of comprehensive income
Consolidated statement of changes in squity
Consolidated statement of cash flows

Hotes o the consolidated financial statemenis

1-3

10-11



Grfterr Deneting ve

s +90 212 3153000
a0 902122308291
ERu )]

At Ardhd

1
|’ff'
v

i ytem Plaza
o belier ESTIEREES
FERE Bianbut - Turkes

Tersecl Sicd No - 479820
Lharsis Mo G-4350-3032-6000017

{Convenience translation of a report and consalidated financial statements originally issued in Turkish)

Indepandent auditors’ report

To the shareholders of Nuh Gimento Sanavi A.S.
Iniroduction

1. We have audited the accompaiying consolidated balance sheet of Nuh Gimento Sanayi A.S.
(the Company) and its Subsidiaries (fogether will be referred to as “the Group”} as of December
31, 2013 and the consolidated statement of comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the year then ended and a
summary of significant accounting policies and explanatory notes.

Hanagement's responsibility for the financial statemenis

. The Group’s management is responsible for the preparation and fair presentation of
consolidated financial statements in accordance with the Turkish Accounting Standards (TAS)
published by the Public Oversight Accounting and Auditing Standards Authority (*POA") and for
the internal controls considered necessary by the management relevant to the preparation and
fair presentation of financial statements that are free from material misstatement, whether due
io error and/or fraud.

fndependent auditors’ responsibility

3. Qur responsibility is to express an opinicn on these financial statements based on our audit.
Our audit was conducted in accordance with Turkish Auditing Standards issued by POA. Those
standards require that ethical requirements are complied with and that the independent audit is
planned and performed to obtain reasonable assurance whether the financial statements are
free from maierial misstatemnent.

4. An audit involves performing independent audit procedures to obtain independent audit
evidence about ihe amounts and disclosures in the financial statements. The procedures
selected depend on our professional judgment, including the assessment of the risks of material
misstatement of the financial siaiements, whether due to error and/or fraud. In making those
risk assessments; the Company's internal control system is taken into consideration. Our
ourpose, however, is not to exprass an opinion on the effectiveness of internal control system,
but to design procedures that ars appropiiate for the circumstances in order to identify the
relation between the financial statements prepared by the Company and its internal control
system. An audit includes also evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by the Company's management, as well as
evaluating the overall preseniation of the financial statements.

L83

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

8.

As of December 31, 2013 in the consolidated balance sheet, the Company has joint venture
investments in Torgoviy Port Lid. (Torgoviy) and Kovcheg Lid (Kovcheg), which are established
in Russia and were accounted by using the equity method at the amounts of TL 5.903.919 and
TL 0, respectively. As also disciosed in the Note 10 fo the consolidated financial statements, as
per unaudited financial statements, Torgoviy incurred Josses in the first nine months of 2011.
After that date, the joint control of the Company on Torgoviy ceased and the application of
equity accounting is discontinued. As of December 31, 2013 and December 31, 2012, the net
shareholders equity of Kovcheg is negative. On April 8, 2011, a protocol was signed between
the Company and the other joint venture partner, in order to end the parinership and split the
nel investments. As of December 31, 2013, such asset sharing and share transfers in
accordance with this protocol have not been realized yet and severa! lawsuits were filed against
these companies and by these companies in May and July, 2012. As of December 31, 2013 the
Company has overdue receivables amounting to TL 34.220.663 in fotal from Torgoviy,
Kovcheg and another Company which is related to these companies arising from loans given
and the sale of goods. The Company has made provision for the full amount, TL 24.096.083 of
the amount booked in year 2013. No provision has been made in the the accompanying
consolidated financial statements for the abovementioned subsidiaries amount of TL 5.903.919
and possible outcome of these lawsuits.

The Company’s one of the associates, Tan Kémdr Dig Ticaret Limited Sirketi (Tan Komir),
which was established in 2010 and accounted by using the equity method in the consolidated
financial statements has a subsidiary having operations in Abhazia, Korghal Kémir Limited
(Korghal). The financial statements of Korghal as of and for the year ended December 31, 2013
is unaudited and in the consolidated staiement of comprehensive income for 2013, period loss
amounting to TL 407.653 in the the account of “share of profits of investmenis accounted under
equity method” and in consolidated balance sheet, TL 11.948.653 (December 31, 2012 - TL
10.883.467 of the account “investmenis accounted under equity method” and TL 1.195.032
{December 31, 2012 - Tl 1.278.753) of the account “currency translation differences” is related
to Korghal. Korghal is selling almost all of its lignite production to a company focated in U.K.
Korchal has also been supplying a portion of lignite that is used in cement production of the
Company and the lignite supply in 2013 is amounting to TL 2.596.295.

CGuafified opinion

8.

In our opinicn, except for the effecis of the matters explained in the basis for gualified opinion
paragraphs, if any, the accompanying consolidated financial statements present fairly the
financial position of Nuh Gimento Sanayi A.$. and its Subsidiaries as at December 31, 2013
and their financial performance and cash flows for the year then ended in accordance with TAS(
please refer to Note 2),
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Feporis on independent auditor's responsibilities arising from other regulatory requirements

9.

in accordance with Article 402 of the Turkish Commercial Code (“TCC”); the Board of Directors
submitied to us the necessary explanations and provided required documents within the context
of audit, additionally, no significant matter has come to our attention that causes us to believe
that the Group's bookkeeping activities for the period 1 January - 31 December 2013 are not in
compliance with the code and provisions of the Company’s articles of association in relation to
financial reporting.

Pursuant to Article 378 of Turkish Commercial Code no. 6102, Board of Directors of publicly
listed companies are required to form an expert commitiee, and to run and to develop the
necessary system for the purposes of: early identification of causes that jeopardize the
existence, development and continuity of the company; applying the necessary measures and
remedies in this regard; and, managing the related risks. According to subparagraph 4, Article
398 of the code, the auditor is required io prepare a separate report explaining whether the
Board of Direciors has established the system and authorized committee stipulated under
Article 378 to identify risks thai threaten or may threaten the company and to provide risk
management, and, if such a system exists, the report, the principles of which shall be
announced by the POA, shall describe the structure of the system and the practices of the
cormmiitee. This repori shall be submitted to the Board of Directors along with the auditors’
report. Our audit does not include evaluating the operational efficiency and adequacy of the
operations carried out by the management of the Group in order to manage these risks. As of
ihe date of our auditors’ report, POA has not announced the principles of this report yet
accordingly no separae report has been drawn up relating to it. Accordingly, no work has been
performed to form an auditor’s opinion on whether the establishment of an early risk
identification committee. On the other hand the board's sub-committee, the Corporate
Governance Commitiee has discussed the existence of the Group, early identification of risks
thai jeopardize the existence of the company and its development, applying the necessary
measures and remedies in this regard in the meeting held on November 23, 2013.
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Huh Cimento Sanayi A8, and iis subsidiaries

Consolidated balance sheet
as of December 31, 2013
{Amounts expressed in Turlish Lira (TL))

Current period Prior period
{Audited) {Audited)
December 31, December 31,
Notes 2013 2012

Acsels
Lurreni assets 452.204.096 448.508.997
Cash and cash equivalents 5 35.891.779 24.212.874
Trade receivables 237.863.338 262.914.164
- Pue from related pariies 8, 26 3.657.059 6.122.870
- Oiher irade receivables 8 234.206.279 256.791.194
Other receivables 8.599,123 24.230.011
- Dus from related pariies 9,26 2.869.772 19.472.983
- Gther trade receivables 9 5.729.351 4.757.028
inventories 10 87.905.936 83.589.462
Prepaid expenses 17-b 56.615.102 30.556.717
Current tax asseis 57,505 147.578
Diher current assets 17-a 23.967.850 14.838.806
Subtotal 450,900,633 440.489.712
Agsels classified as held for sale 17-¢ 1.303.463 8.020.285
Hon-current assets 806.975.058 203.179.194
Trade receivables 8 05.238 1.002.373
- Gther trade receivables 26 95.238 1.009.373
Other receivables 5.967.593 484,139
- Cther rade receivables ] 5.967.593 484,139
Financial investments 6 3.187.199 5710429
Investraents accounted under equity method 11 138,152.315 135.293.520
Investrent properties 17-d 134.251.827 79.825.804
Tangible assets i2 565.705.323 593.844.080
Intangible assets 13 28.224.563 28.623.556
Gioodwill 14 19.067.0567 24.910.842
Prepaid expenses 17-b 1.488.418 26.438.202
Deferred tax assets 24 10.836.515 7.039.248

Toisl assets

1.359.180.154

1.351.689.191

The accompanying policies and explanaiory notes on pages 9 through 69 form an integral part of

these consolidaied financial statements.

(4)
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Huh Cimento Sanayi A.S. and its subsidiaries

Gonsolidated balance shest
as of December 31, 2012
{Amounts expressead in Turkish Lira (TL))

Current period Prior period
{Audited) {Audited)
December 31, December 31,
Notes 2013 2012
Liabilities
Current lahilities 250.125.939 326.481.724
Financiat liabilities 7 17.072.056 174.280.527
Trade payables 8 76.820.813 81.653.665
- Due to refated parties 26 151.218 3.528.996
- Other frade payables 76.748.595 78.024.559
Heserve for employee termination beneifiis 4.464.777 3.469.52%
Other payables 9 8.5646.934 8.125.304
- Due o related pariies 26 - 40.438
- Other payables 8.546.934 8.084.866
Deferred Income 26.031.955 19,444,404
Current income tax liabilities 20 2.466.370 1.948.798
Provisions 8.807.166 2.797.514
- Other provisions 15 8.907.166 2.797.514
Other current Habilities 2.424.266 73.828
Nen-current Habilities 216.747.027 174.512.360
Financial liabilities 7 176.635.963 134.600.304
Frovisions 24.221.461 25,057,797
- Heserve for employee termination benefiis 15 18.434.741 18.671.077
- Other provisions 14 6.486.720 6.486.720
Deferred tax Habilifies 24 15.189.603 14.854.259
Equity 892.307.188 851.695.110
Eauity holders of the parent 892.150.375 851.544.241
Paid-in share capital 18 150.213.600 150.213.600
Adjustiment to share capiial 18 39.338.145 39.338.145
Cther comprehensive income/expense noi 10 be reclassified
to profit or loss (432.555) (221.358)
- Actuarial gain/loss arising from defined benefii plans {432.555) (221.358)
(iher comprehensive Income/expense 1o be reclassified to
profit of loss 884.791 (112.343)
- Currency translation differences 879.079 (112.343)
- Revaluation surplus 5712 -
FHestrivied reserves allosated from profiis 133.767.285 109.985.606
f wed gamings 480.478.274 487.907.020
Het ingome for the year 87.906.537 64.433.571
Man-controlling interest 156.813 150.868

Total Habilities and equity

1.359,180.154

1.351.689.191

The accompanying policies and explanaiory noies on pages 9 through 69 form an integral part of

these consolidated financial statements.

(5)
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puh Gimento Sanayi A.$. and its subsidiaries

Consolidated statement of comprehensive
income as of December 31, 2013
{(Amounts expressed in Turkish Liva (TL))

Current period Prior period
{Audited) (Audited)
January 1 - January 1 -
Decernber 31, December 31,
Not 2013 2012
Continuing operations
Sales 17 963.609.551 897.378.346
Cost of safes () 17 (722.213.773) (736.816.239)
Gross profit 241.395.778 160.562.107
Seliing, marketing and distribution expenses {-) (41.942.881) (56.676.990)
General and administrative expenses (+) (46.665.826) (42.503.932)
Research and developmeni expenses {-) (23.431) (15.423)
Other operating income 21 41.138.124 18.063.545
Qther gperating expenses () 21 (95.268.147} (31.342.122)
Onerpiing profit 98.633.617 48.087.185
investing aciivities incoms 22 57.170.001 10.067.797
Invesiing activities expenses (-) 22 (18.914.109) (2.696.356)
Share of profits of investments accounted under equity method 21.677.308 23.094.537
Omerating nrofit before financing expense 158.566.817 78.512.288
Financial income 23 14.386.542 30.857.797
Financial expense (~} 23 (55.867.214) (26.995.034)
Onerating income before tax 117.085.145 82.515.826
Tax expense for continuing operations (28.942.751) {18.233.258)
- Lurani tax expense for the year 24 (32.334.278) {15.751.926}
- Deferred tax income/{@xpense) 24 3.391.527 (2.481.332)
Mai income for continuing operaiions 88.143.384 64.262.668
Income from discontinued operations 3 {230.913} -
et ncome 87.912.481 64.282.668
Chiher comprehensive income:
- Chawwje in currency translation differences 8991.422 (972.337)
- Actuarial gainfloss ansing from defined banedt plans (263.986) 205.320
- Actuarial gainvloss arising from defined benedit plans relaied to
imvasimenis accounied under equity method {69.861) (186.131)
- Bevaluation surplus related to Investments accounted under equity
mgthod 5.713 -
Taxes related to other comprehensive income not fo be reclassified
fo profit or loss
- Defarred ax income/{expense) 52.799 (41.064)
Ciher sombrehensive income (@iter tay) 88.628.558 63.288.456
Toial comprehensive income 86.628.558 63.288.456
Profit for the year atiribuiable to 87.912.481 64.282.668
Mon-conirolling interest 5,944 (150.903)
Share of the parent 87.206.537 £64.433.571
Tetal comprehensive inceme allributable o 88.628.558 63.288.456
Non-controfing interest 5.944 {150.903)
Share of the parent 88.622.614 63.439.359
Earnings per share 0,58 0,43

The accompanying policies and explanatory notes on pages 9 through 69 form an integral part of

these consolidated financial siatemeanis,

(6)
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{(Convenisnee ranslation of the independent auditors’ report and financial statements originally issued in Turkish)

Nuh Cimento Sanayi A.8. and its subsidiaries

Consolidated statement of
cash flows as of December 31, 2013
{Amounts expressed in Turkish Lira (TL))

Audited Audited
Current period Prior period
Revised
{Nots 2)
January 1~ January,1—
Notes December 31, December 31,
2013 2012
A Cash flows from operating activities

Continuing operations nst income for the period 88.143.394 64.282.668
Discontinuing operations net loss for the pericd (230.913) -

Adjustments to reconcile profit before tax to net cash

provided by operating activities:

Adjustrent for depreciation and amoriization expense §7.147.374 54,435.271
Adjustment for tax income/expenses (3.4617.922) 2.481.332
Adjustrment for provion for expenses 54.113.335 5.430.453
Adjustrant for radiscount income/expenses 3.131.371 {3.902.068)
Adjustrent for interest expense 23 16.282.195 21.535.433
Adjustment for interest income 23 {7.192.705) (5.469.957)
Dizcoust on Kudret Enarji purchasing sum - {4.168.576)
Impairmeant of Kudret Eneni gocowill 14 5.843.775 -
Less/proiit on sale of tanglible and intangible assets (27.798.525) 208.639
Share of profits of investments accounted under equaty method {21.677.308}) (23.094.537}
Loss on sale of subsidiary 22 16.349.269 -
Profit on sale of subsidiary 22 {18.681.900) -
Operating income before working capital changes 161.957.440 112.738.658

Changes in working capital:
Change in trade receivables

{11.983,125)

{34.812.147)

Changs in inventorigs (4.316.474) {23.247 181)
Changs In frade payables {3.880.157) 30.468.540
Changs i ather receivables (14.134.402) (14.960.998)
Change in other payables 42.865.928 (2.526.221)
Paymenis for employment termination benefits and senioriy incentive premiums {3.575.378) (3.682.534)
Income taxes paidfretums (24.816.706) (18.761.804)
Net cash generated by opersting aclivities 142.117.126 45.415.243
B. Cash flows from investing activities
Dividends collected from aifiiates and subsidiaries 21.528.285 18.951.658
nierast received 7.192.705 5.469.957
Purchase of fangible and intangible asseis 12 {63.555.746} (92.994.152)
Proceeds from sale of propenty and equipment and bidangibles 44,275,594 5.909.409
Cash pad for expendituras In investment properties 16 {48.299.716) (27.474.3486}
Tangible assets held for sale 6.016,822 (2.369.905)
Changs in Enancial investments 23.230 2.941.045
Change in paid advances for investments - 4.688.682
Cash gengrated by sale of the subsidiary 19.391.900 -
Mot cash used in investing activities {13.426.926) {84.977.652)
. Gash flows from Hinoncing activities
Drdends pad, cash (48.080.628) (48.068.351)
1 paid (13.038.422) {21.778.356)
from borrowings 7 118.867.600 157.657.359

went of borrawings

7 {174.860.045}

{48.770.543)

Cesh flows from finaneing sctivities {117.0011,295) 39.040.109
ingrease (+}/ decrease {-} in cash and cash equivalents (A+B+C) 11.678.205 (52%.300)
). Cash and cash equivalents at the beginning of the year 5 24.212.874 24.734.174
osh and cash equivalenis at the eng of the vear 5 35.801.779 24.212.874

he accompanying pelicies and explanatory notes on pages 9 through 89 form an integral part of

ithese consolidaied financial statements.

(8)



Huh Chmento Sanayi A8, and iis subsidiaries

fotes (o the consolidated financial statements
for the vear ended December 31, 2013
{Currency - amounts expressed in Turkish Lira {TL) uniess otherwise indicated.)

1. Organizetion and business activilies

tuh Cimento Sanayi A.S. (the Company) and its Subsidiaries are joint stock and limited fiability
companies and their principal activities are production of various types of cement, lime, ready-mixed
concrete, gas concrete, machinery and spare parts, power generaiion, transportation, real estate and
marketable securities management.

The address of the Company is inénii Cad. No:102 Kat:6-7 Kozyatag — Istanbul

The Company is registered to the Capital Markets Board (CMB) and 12,07% of its shares are being
traded on Borsa Istanbul (BIST) since 24 February 2000.

Consolidaied financial statemenis have been authorized on March 5, 2014 by the Board of Directors
of the Company. The General Board and other legal regulatory institutions have the right to amend the
statutory and consolidated financial statemenis.

Shareholder structure as of December 31, 2013 and December 31, 2012 is as follows:

Percentage of shares

Name December 31, Pecember 31,
2013 2012

Nuh Ticaret ve Sanayi A.S. %43,73 %43,73
Partas Tekstil Ing, San.ve Tic. A.S. %15,94 %15,04
Oiher(®) %40,33 %40,33
%100,00 %100,00

{1 Represents total of shares less than 5%.

The average number of personel Is categorized as follows:

31 Arahlc 2013 31 Aralik 2012
White collar 3438 340
Biue collar 653 626
Total 1.001 266

Subsidiaries:
The Company and its subsidiaries within the scope of consolidation will then be referred as “Group”.
Nuh Belon A5,

Muh Beton A, started io produce ready-mixed concrete in 1987 at the Bosianci facility as a separate
gntiy of Nuh Cimenic Sanayi A.S. Parallel to ihe developments in concrete industry, new facilities
were esiablished in Hereke, B. Bakkalkdy, Ikitell, Blylkgekmece and [zmit.

in order to get betler organized in the rapid developing ready-mixed concrete sector, the facilities
separaied irom Nuh Cimento Sanayi A.S. and Nuh Beton A.S. was established in 1995. 31 concrete
plants, 278 mixers, 87 pumps and 26 loaders exisi in 29 separate facilities and in 2013, 3,54 million
m® (2012 ~ 4,1 Million m3) ready-mixed concreie was produced. Besides, the bazaar and hotel
consiructions on the land owned by the Company in Bostanci were mostly finalized and it is
estimatied that other hotel consiruciion in the same area will be finalized in 2014.

(9}



Muh Cimento Sanayi A8, and its subsidiaries
Motes to the consolidated financial statements

for the vear ended December 31, 2013 (continued)
{Currency - ameounts expressed in Turkish Lira (TL) unless otherwise indicated.)

1. Organization and business activities {continued)

Nuh Yap Uriinleri ve Makina Sanavi A.S.(Nuh Yapi)

A limestone manufacturing plant and an aerated concrete block {white brick) manufacturing plant were
esiablished within Nuh Cimenio Sanayi A.S. in 1984 and 1996 with annual production capacities of
160.000 m3/year 160.000 ton/year, respectively.

The legal establishment of Nuh Yaps Urlinleri ve Makine Sanayi A.S. was realized in 1995. The
Company staried its operations with two facilities stated above and machine factory which was a part
of Nuh Cimento.

Nuh Yapi Uriinleri ve Makina Sanayi A.S. completed the construction of aerated concrete block
nroduction facility, in 2008 with an annual capacity of 400,000 m3, which was started in 2007. Besides,
the limestone production facility whose investment started in 2007 and which was fully financed by
equity was completed at the end of 2010 with an annual quicklime production capacity of 212.000
tons. 460,438 m3 fyear of aerated concrate block (2012- 440.000 m?) and 171.800 tons/year of
auickhime (2012 - 166.000 tons) were sold in 2013,

Huh Enetii Elektrik Uretim A.S. (Nuh Enerii)

Nuh Enerji Elektrik Uretim A.S. was established in 2000 to deliver electricity mainly to Nuh Group
companies in an economic and safe manner. | started its operations in 2004 after transferring a 38
MWW power production plant which was esiablished in 1999 for the same purpose within the structure
of Nuh Cimento Sanayi A.S. The first unit with 60 MW capacity of the second power plant with a
capacity of 120 MW power was established in 2005 and the ather unit of the power plant was
established in 20092, The operations continued with 3 gas power plants with a total capacity of 158
MW, The operations iowards invesiing or acquiring hydroeleciric and wind power plants in order to
diversify the produciion resources are also in progress. In this context investment activities in Hereke
Wind Power Central still continue. In 2013, 370 million KWH (2012 — 444 million KWH) of priduction
has been periormed,

Muh Enerii Elekirik ithalai ihracat ve Toptan Ticaret A.S.{Nuh Enerji Toptan)

Muh Enerji Elektrik lihalat [hracat ve Toptan Ticaret A.S. was established in 2006 in order to procure
glectricity from both local and forelgn markets and to sell them in bulk or directly 1o the free consumer.
i started its operations in 2010 due {o the economic conditions and its paid-in share capital amounts
o T 1.000.000.

Kudret Enerfi Elektrik Oretim A.S.(Kucret Eneri)

Kudret Enerji was established in Yadmur River, Arakll, Trabzon. As of 25 February 2011, allf of its
shares belong to the group.

Fudret Enerji, which owns the 48-year produciion license of "Bangal Regulator and Kusiuk HES” with
a capacily of 17 MW, siarted production in May 2012,

Huh Gayrimenkul lnszat A.S.

£

The company was esiablished in 1987 for the purpose of ensuring efficient use of the real estate
withir the siructure of the group companies, of production and project preparation operations in the
consiruction sector.

The company has shares of Nuh Beion and Unye Gimento,
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1. Crrganization and business activities {continued)

Cin-MNak Tasimacilik Limited Sirket

Cim-Nak Tagimacilik Limited Sirketi was established in 1979 to provide land and sea transportation
services, run mineral ore administation opertions and realize sea logistics-transportation operations.
Cim-Nak Tagimacilik Limited Sirketi stil provides the mentioned and additional services to Nuh
Cimenio Sanayi A3,

[Mavig Holding Trade B.V,

Navig Holding Trade B.V. was established in 1997 in Netherlands with the 100% participation of Nuh
Cirnento Sanayi A.S. to asist the export-import operations of the group’s firms, finding long-term
external credits for investments and making securities invesments. The company's current capital is
EUR 12.039.658.

Nuh Beton — Targoviy port 1.id

Torgoviy Port Lid, was established in 2009 in the province of Rostov-on-Don of Russian Federation
for ihe purpose of producing products from concrete, plaster and cement. The Group’s shareholding
raie in the company is 75%.

Tekkele Elekirik Uretim Ticaret Sanavi A.S

On July, 2011 the Gioup purchased all shares of Tekkale Elektrik Uretim Ticaret Sanayi A.S which is
the license owner of “Tekkale HES” Frolect built in Artvin with 17,48 MW power.

Joint ventures and assoclates
kovcheg Lid,

Koveheg Lid. was established in 2007 in Russian Federation provinces of Rostov-on-Don and Kalach
for operating in port administration, cement production and sales, etc., with a total share capital of
Fukle 10.257.026. The Company pariicipated in the firm with a 50% share in 2008.

Torgoviv Port Lid.

Torgoviy Port Lid. was established in 2008 in the Russian Federation province of Rostov-on-Don for
the purpose of operating in port administration; cement sales, ete., with a total share capital of Ruble
121.732.238 in which the Company has become a shareholder at 50%. As of 31 December 2013, the
share capital of Torgoviy Port Lid. is Ruble 190.526.000 and the Company’s shareholding rate is

50%.

Tan Komar Dis Ticaret Limited Sitket

Tan Komdir Dis Ticaret Limited Sirkett was esiabiished on 5 August 2008 in istanbul with a share
cepital of TL 20.000.000 and a shareholding rate of 50% in Nuh Cimento Sanayi A.S for management
and frading of coal mines, cement, plasier, briguetie, ready-made concrete in local and foreign
markeis, and for establishing parinerships with companies operating in related fields. Tan Komir
coriinues it coal mine production and invesiment operations via its subsidiary locaied abroad.

Unve Cimento Sanavi ve Ticaret A.S.

The Group has held shares of Unye Cimento since 1997 and currently the nominal share capital of
Unye Cimento is amounting fo TL 123.588.411 and Nuh Beton A.S. and Nuh Gayrimenku! ingaat A.S.
holds 40% of iis shares in fotal.
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1. Organization and business activities (continued)

Unye Gimento was established in 1969 in Unye for the purpose of production and sales of clinker and
cement, and started its operations with an annual production capacity of 600.000 tons in 1974. Upon
the invesimenis made, the clinker production capacity reached 1,5 million tons and the cement
grinding capacity reached 2,6 million fons per year. Unye Cimento realizes its exports through Unye
Port and the usage right of the port belongs to Unye Cimento for a period of 49 years.

Z. Basis of preparation of consolidated financial statements
i Basis of preparation

The accomplished consolidated financial statements and disclosures have been prepared in
scoordance with Turkish Accounting Standards/Turkish Financial Reporting Standards (TAS/TFRS)
promulgated by the Public Oversight Accounting and Auditing Standards Authority (POA) as setout in
the communiqué numbered Il-14.1 “Communiqué on the Principles of Financial Reporting In Capital
Markasts” (“the Communiqué”) of POA.

The consolidated financial statements are based on the statutory records, with adjusiments and
reclassifications for the purpose of fair presentation in accordance with the Turkish Accounting
Siandards published by the POA.

Statutory record of the subsidiaries and participations of the Group operating in Turkey have been
prepared in accordance with Turkish Cornmercial Code (“TCC™), tax code and uniform chart of
accounts published by Turkish Republic Ministry of Finance.Further statutory records are comply with
orincintes and requirements issued by the CMB. Subsidiaries and participations operating in foreign
sountries have prepared their legal financial statements in accordance with applicable laws in their
~ountries. Consolidated financial siaiements prepared in accordance with TFRS are based on the
staiutory records with the required adjustments and reclassifications reflected for the purpose of fair
oreseniation in accordance with the Turkish Accounting Standards. Consolidated financial statements
axcept financial assets shown with fair value and assets provided during the acquisition of subsidiaries
have heen prepared taking the histirical cost basis into congideration.

Funciional and presentation currency

The funciional currency of the Group is Turkish Lira (TL} and accompanying consolidated financial
staiements and explanatory notes are represented in Turkish Lira {TL}. The consolidated financial
siatements have bean prepared under the historical cost convention.

Seasonality

Cperations of the Group increases in spring and summer months when the construction industry
Lrisks and the demand increases,

Adiustment of financial statements during hyperinflationary periods

In accordance with the CMB's resolution dated March 17, 2005 and numbered 11/367, the financial
statements were resiated in accordance with International Accounting Standards (IAS) 29 {Financial
Fieporting in Hyperinflationary Economies) for the last time as of December 31, 2004, since the
ohiectiva conditions which require the application of restatement of financial statements have not been
realized and that based on the existing data CMB has foreseen that the indications whether such
conditions are going io be realized in the future is no longer probable. Therefore, non-monetary
assers, liabiliies and equity itemns including the share capital as of December 31, 2013 and December
=1, 2012 have been restated by epplying the relevant conversion factors through December 31, 2004
and carrying additions after Decernber 31, 2004 at their nominal values.

(12)
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it

Sasis of preparation of consolidated financial statements (continued)

Basis of consolidation

The direct and indirect shareholdings of the Company within its Subsidiaries are as follows:

December 31, 2013 December 31, 2012

Subsidiaries

fuh Beton AS. 100,00% 100,00%
Huh Yap Urinleri ve Makine Sanayi A.S. 100,00% 100,00%
Muh Enerji Elektrik Uretim A8, 100,00% 100,00%
Cim-Nak Tasimaciiilk Limited Sirkeil 98,00% 98,00%
Muh Gayrimenkul Ingaat A.S. 100,00% 100,00%
MNavig Holding Trade B.V. 100,00% 100,00%
MNuh Beton Torgoviy Pori Lid (%) 75,00% 75,00%
ruh Enedi Blekinik fthalat [hracat ve Topian Ticaret A.S. 100,00% 100,00%
Kudret Enerji Flekirik Uratim AS. 100,00% 100,00%
Pamuk Elekirik Ufetim Ticaret ve Sanayi Limited Sirketi {Not 3) - 80,00%
Tekkate Elekirik Uretim Ticaret Sanayi A.S. 100,00% 100,00%
Joint ventures and associates accounted under equity method

Torgoviy Port Lid. {7} 50,00% 50,00%
Kovcheg Lid (%) 50,00% 50,00%
Tan Kémly Dig Ticaret Limited Sirketi 50,00% 50,00%
Unys Cimento Sanayi ve Ticaret A.8. 40,03% 40,03%

!

The Company's Board of Direciors, with their decision dated May 11, 2011 decided to end their partnership
within Nuh Beton Torgoviy Port Lid,, Torgoviy Port Lid. and Kovcheg Ltd. As a result of this decision, with the
joint venture pariners, which are the same for the three companies, the Company signed a good faith agreement,
and accordingly it was agreed that 50% of the shares of the other partners in Nuh Beton Torgoviy Port Lid. and
Koveheg Lid. be transferred to the Company, and 50% of the shares of the Company in Targoviy Port Ltd. be
transierred to the other panners. As of 31 December 2013, the process regarding the termination of the
cooperation cortinues, The meniioned issue is passed te the high court in May and June 2013 and several
claims and counter claims were filed (Note 11}

Consolidated financial statements have been prepared on the basis of principles stated below:

Full consolidation method

&b

Altitems in the balance sheet except for the paid in capital and the equities of the Parent
Company and the subsidiary at the acquisition date are combined and inter-company balances
are eliminated. Paid in capital in the subsidiary’s financial statements and long term investmenis
within the Parent Company’s financials are offset against to each other,

As of the acquisition date, the acquisition cost of the Parent Company’s shareholding in its
subsidiaries is oifset against the portion of share capital it owns in the subsidiary’s equity for
one time. The equily of the subsidiary at the acquisition date should be drawn up according to
ihe fair velue of the subsidiary's net assets at that date. If the cost value of the Parent
Company’s shargholding in i3 subsidiary is more than the nominal value of the part of the share
capital in the subsidiary's equily, the difference is recorded as positive goodwill in the asset side
of the consolidated balance shest as a separgte item. i the difference is negative, it is reflected
to the consolidaiad income statement.

Non-controlling interests are deducted from all equity account group items including the paid
in/issued share capital of subsidiaries included in the consolidation and are recognized as “Non-
controliing interesis” in the consolidated balance sheet before the equity account group and in
the consolidated income statement.
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Basis of preparation of consolidated financial statements (continued)

The purchases and sales among the Parent Company and its Subsidiaries and the profit or
losses arising from these transactions are eliminated in the consolidated in income statement.
Furthermore, profits or losses arising from the purchase or sale of marketable securities, stocks,
tangible and iniangible assets, long term financial assets and other assets among the
consolidated group companies are also eliminated.

Equity method

&

A

Aifiliates are siaied at the acquisition cost.

~or the period stariing as of the acquisiiion date of the affiliate untif the reporting date, the
Parent Company's share of the increases and decreases in the affiliate’s equity are ejther
added to or deducted from the acquisition cost of the affiliate. The increases and decreases
corresponding to the equity share in cornparison with the acquisition cost are stated in the
consolidated in income staternent as profit or loss, respectively. In case the differences arise
irom equity items other than profit and loss, adjustments in the relevant items need also to be
made in the shareholders’ equity of the Parent Company. The dividends received from affiliates
are deducted from the related invesiments.

Adfustmenis

The accompanying consolidated financial statements are prepared in accordance with the TAS/TFRS
and include the following adjustments which are not included in the statutory books.

8,

Consolidation accounting and elimination of inter-group balances and transactions
Rediscount calculation on post-dated cheques, notes receivable, customers, notes payable, and
suppliers

Depreciation adjustment on tangible and intangible assets for prorate depreciation calculation
Employee benelils in accordance with IAS 19

Defarred tax adjustment

Provision for impairment in finansial investments

Fecognizing the effects of equity method of accounting

Loan discount as per the effective interest method

Adjustment of provision for doubiful receivables

Frovisional accounting in accordance with 1AS 37

Calculation of goodwill in accordance with I1AS 3

Impairment of assets in accordance with 1AS 38

Comperative information and re-classification of the prior period financial statements

The current consolidated financial siatements of the Company have been prepared comparatively
inorder 1o provide opportunity for identification of financial situation and performance analysis.
Comparative information is reclassified in order to conform with the current period financial
stziaments presentation when necessary.

a) inaccordance with IAS 19 cumulative actuarial gain/loss amounts relating employee
severance indemnity for the pariods after January 1, 2011 accounied under employee
benefits have been identified and reclassified from retained earnings to employee benefits
fund in the consofidated balance sheet dated January 1, 2012, Actuarial gain/loss amounts
relaiing to periods before January 1, 2011 have not been reclassified as these amounts can

not be identdified,
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&
o

Basis of preparation of consolidated financial statements (continued)

The Company has reclassified actuarial gain/loss amount after deferred tax which is
recognized in the income staiement of year 2012 from net profit for the period to actuarial
gainflass fund.

Effect of retrospective adjusiments related to accounting of actuarial gainfloss fund in the
comprehensive income siaternents dated December 31, 2012 and January 1, 2012 have
been summarized as below ;

January 1, January 1, December 31,  December 31,

2012 2012 2012 2012

Before the Adter the Before the After the

change of change of change of change of

accouniing accounting accounting accounting
policy policy Differance policy policy  Difference
Retained eamings 484.014.496  484.014.495 - 487.707.537 487.907.020 198.483
et profit fort he period 75,507 .440 75.706.923 189.483 64.411.696 64.433.571 21.875

Actuarial gain/loss arising fom

defined benefit plans - (189.483) {199.483) - (221.358)  (221.358)
b} In accordance with the decision taken ai the meeting of CMB number 20/870 and dated June

7, 2013 financial statements examples which are effective from the end of the interim period
of March 31, 2013 and instructions for use have been published.

Some reclassifications have been made in the balance sheet and the income statement of
the Group in accordance with these enacted formats.

Reclassifications in the consciidated balance sheet daied December 31, 2012 are as below;

Short-term prepaid expenses amounting to TL 26.065.616 is reclassified from “other current
assets” to "prepaid expenses”,

Advances given amounting io TL 4.491.091 is reclassified from “other current assets” to
“prepaid expenses”,

Prepaid taxes amounting to TL 147.578 is reclassified from “other current assets” to “current
fax assetls”,

Income accrual amounting to TL 5.170.478 is reclassified from “other current assets” to
“‘trade receivables”,

Advances given related to investmenis amounting to TL 26.375.590 is reclassiisd from
‘other non-current assets” to “prepaid expenses”,

Long-term prepaid expenses amouniing to TL 62,613 is reclassified from “other non-current
assels” {o “prepaid expenses”,

Current portion of long term borrowings amounting to TL 33.788.262 is reclassified from
“short term borrowings” {o “current portion of long term borrowings”,

Due io personnel amouniing to TL 1.330.317 is reclassified from “other short term liabilities”
o “emnployes termination benefits”,

Expense accruals amounting to TL 3.243.018 is reclassified from “cther short term liabilities”
o "rade payables”,
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Basis of preparation of conslidated financial statements (continued)

Advances received amounting to TL 19.444.404 is reclassified from “other short term
liabilities” o "deferred income”,

Social security premium payables amounting to TL 1.464.056 and taxes payable to
personnel amounting 1o TL 675.156 are reclassified from “short term other payables” to
“employee termination benefiis”,

Provision for vacaiion and seniority incentive premiums amounting to TL 1.961.538 is
reclassified from “provision for retirement pay liability” to “long-term provisions”,

Provision expenses amouniing to TL 2.787.514 is reclassified fram “provision for other
debig” to “short-term provisions”,

Land price amounting o TL 5.822.509 is reclassified from “tangible assets” to “investment
properties”,

Reclassifications in the consoclidaied income statement dated December 31, 2012 are as below;

Foreign exchange income amounting to TL 1.771.333 is reclassified from “financial income”
o “other operating income”,

Late interest income amounting to Tl 3.231.548 is reclassified from “financial income” to
“other operating income”,

Rediscount income amoeunting to TL 7.830.435 is reclassified from “financial income” to
“other operating expenses”,

Rent income from invesiment properiies amounting to TL 7.539.205 is reclassified from
“other operating inccme” to “investing activities income”,

Protit on saie of fixed assets amounting to TL 2.696.356 is reclassified from “other operating

income” to “investing activiiies income”,

Foreign exchange losses amouniing fo TL 7.668.288 is reclassified from “financial expenses”
to other operaiing expenses”,

Rediscount expenses amouniing to TL 3.928.368 is reclassified from “financial expenses” to
“operating expenses”

Loss on sale of fixed assels amouniing to TL 2.696.356 is reclassified from “other operating
axpenses” {0 “investing activities expenses,

Ohanges and errors In the accourding policies and estimates:

Group accounting policies are applied in consistence with the prior year. Material changes in
accounting policies or material errors are corrected, retrospectively; by restating the prior periods’
consolidated financial statements. The effect of changes in accounting estimates affecting the current
period is recognised in the current period; the effect of changes in accounting estimates affecting
current and future periods is recognised in the current and future periods.
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2, Basis of preparation of consolidated financial statements (continued)

vi.  Changes in accounting policy and disclosures

The accounting policies adopted in preparation of the consolidated financial statements as at 31
December 2013 are consistent with those of the previous financial year, except for the adoption of
new and amended TFRS and TFRIC interpretations effective as of 1 January 2013. The effects of
these standards and irderpretations on the Group's financial position and performance have been
disclosed in the relaied paragraphs.

Hew standards, changes and interpretations applicable to the financial statements as of
danvary 1, 20132

TFRS 7 Financial Instruments: Disclosures ~ Offeetiing Financial Assets and Financial
Liabsilities (Amendment)

The amendment requires the disclosure of the rights of the entity relating to the offsetting of the
financial instruments and some information about the related regulations (eg, collateral agreements).
New disclosures would provide users of financial statements with information that is usefulin;

Hasie of preparation of consolidated financial siatements (continued)

&

i) evaluating the effect or potential effect of netting arrangements on an entity's financial position
and,

i) analyzing and comparing financial statements prepared in accordance with TFRSs and other
generally accepted accounting standards.

HNew disclosures have io be provided for all the financial instruments in the balance sheet that have
beer offset in accordance with TAS 32. Such disclosures also apply to recognised financial
instrumenis that are subject to enforceable master netiing arrangement or similar agreement
arrespective of whether they are set off in accordance with TAS 32 The amendment affects
disclosures only and did not have any impact on the consolidated financiai statements of the Group.

T&E5 1 Presentation of Financial Stalements (Amended) - Presentation of items of Other
Comprehensive lncome

The amendments tc TAS 1 change only the grouping of items presented in other comprehensive
meome, liems that could be reclassified (or ‘recycled’) to profit or loss at a future peint in time would be
presenied separately from items which will never be reclassified. The amendments will be applied
retrospeciively. The amendment affzcis presentation only and did not have an impact on the financial
2osition or performance of the Group.

TAS 19 Emploves Benefite {Amended)

bumerous changes or clarifications are made under the amended standard. Among these numerous
amendments, the most important changes are removing the corridor mechanism, and recognizing
aciuaral gain/(loss) under other comprehensive income for defined benefit plans and making the
distinction between short-term and other long-term employee benefits based on expected timing of
sattlement rather than employee eniitiement.

The Group used fo recognize the actuarial gain and loss in profit and loss statement before this
amendment. The Group, applied this amendment retrospectively and restated its prior year financial
stalemenis. The retrospective effecis of the amendment to recognise actuarial gain and loss in the
comprehensive income staternent are disclosed in Note 15.
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2. Basis of preparation of consolidated financial statements (continued)
TAS 27 Separaie Financial Statements (Amended)

As a consequential amendment to TFRS 10 and TFRS 12, the TASB also amended TAS 27, which is
now limited to accounting for subsidiaries, jointly controlled entities, and associates in separate
financial siatements. This amendment did not have an impact on the financial position or performance
of the Group.

TAS 28 Investments in Associates and Joint Veniures (Amended)

s a consequential amendment to TFRS 11 and TFRS 12, the TASB also amended TAS 28, which
has been renamed TAS 28 Investmenis in Associates and Joint Ventures, to describe the application
of the equity method to investments in joint ventures in addition to associates. Transitional
requirernent of this amendment is similar to TFRS 11. This amendment did not have an impact on the
financial position or performance of the Group.

TERS 10 Consolidated Financial Siatemenis

TFRS10, TAS 27 Consolidated and Separate Financial Statements that addresses the accounting for
consolidated financial statements. A new definition of control is introduced, which is used to determine
which entities are consolidated. This is a principle based standard and require preparers of financial
statements o exercise significant judgment. This standard did not have an impact on the financial
position or performance of the Group.

TFRES 11 Joint Arrangements

The standard describes the accounting for joint ventures and joint operations with joint control. Among
other changes introduced, under the new standard, proportionate consolidation is not permitted for
ioini ventures. This standard did not have an impact on the financial position or performance of the
Group,

TFRS 12 Disclosure of Interests in Qther Entities

TFRS 12 includes all of the requirements that are related to disclosures of an entity’s interests in
subsidiaries, joint arrangements, asscciates and structured entities. The standard affects presentation
only and did not have an impact on ihe disciosures given by the Group.

TFHES 13 Falr Value Measurament

The new Standard provides guidance on how to measure fair value under TFRS but does not change
when an entity is required to use fair value. It is a single source of guidance under TFRS for all fair
velue measurements. The new standard also brings new disclosure requirements for fair value
measurements. The new disclosures are only required for periods beginning after TFRS 13 is
adopied,

TERIC 20 Stripping Costs in the Production Phase of a Surface Mine

Entities are required io apply its requirements for production phase stripping costs incurred from the
start of the earliest comparative period presented. The Interpretation clarifies when production
siripping should lead io the recognition of an asset and how that asset should be measured, both
mitizlly and in subsequent periods. The interpretation is not applicable for the Group and did not have
any impact on the financial position or performance of the Group.
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2, Basis of preparation of consolidated financial statements (continued)
Transition Guidance (Amendments to TFRS 10, TFRS 11 and TFRS 12)

The amendments change the transition guidance to provide further relief from full retrospective
application. The date of initial appiication is defined as ‘the beginning of the annual repotting period in
which TFRS 10 is applied for the first time’. The assessment of whether control exists is made at 'the
date of initial application’ rather than at the beginning of the comparative period. If the conirol
assessment is different between TFRS 10 and TAS 27/SIC-12, retrospective adjustments should be
determined. However, if the control assessment is the same, no retrospective application is required. If
more than one comparative period is presented, additional relief is given to require only one period to
be resiated. For the same reasons TFRS 11 and TFRS 12 has also been amended to provide
iransition relief. These amendments did not have an impact on the consolidated financial statements
of the Group.

Improvemenis to TFRSs

Annual Improvements to TFRSs — 200¢ — 2011 Cycle, which contains amendmenis to its standards, is
efieciive for annual periods beginning on or after 1 January 2013. This project did not have an impact
on the financial position or performance of the Group.

TAS 1 Financial Statement Presentation:

Clarifies the difference between voluniary additional comparative information and the minimum
required comparative information.

TAS 16 Froperty, Plant and Equipment:

Glariiies that major spare paris and servicing equipment that meet the definition of property, plant and
squipment are not inventory

TAS 32 Financial Insirumenis: Preseniation:

Clarifies that income taxes arising from distributions to equity holders are accounted for in accordance
with TAS 12 Income Taxes. The amendment removes existing income tax requirements from TAS 32
and requires entities 1o apply the requirermnents in TAS 12 to any income tax arising from distributions
i equity holders,

TAS 34 Financial Reporiing:

Clariiies the requirements in TAS 34 relating to segment information for total assets and liabilities for
zach reportable segment. Total assets and fiabilities for a particular reportable segment need to be
disclosed only when the amounis are regularly provided to the chief operating decision maker and
there has been a material change in the total amount disclosed in the entity’s previous annual financial
siaiemenis for that reportable segment,

Standards issued but not yet effective and not early adopted
Standards, interpretations and amendments to existing standards that are issued but not yet effective
up to the date of issuance of the consclidated financial statements are as follows. The Group will

ake the necessary changes if noi indicated oiherwise, which will be affeciing the consolidated
financial siatements and disclosures, when the new standards and interpretations become effective.

{19)
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2. Basie of preparation of consolidated financial statements (continued)

TAS 32 Financial Instruments: Presentation - Offsetting Financial Assets and Financial
liabilities (Amended)

The amendments clarify the meaning of “currenily has a legally enforceable right to set-off” and also
clarify the application of the TAS 32 offsetting criteria o settlement systems (such as central clearing
house systems) which apply gross seitlement mechanisms that are not simulianeous. These
amendments are to be retrospectively applied for annual periods beginning on or after 1 January
<014. The Group does not expect that these amendments will have significant impact on the financial
position or performance the Group.

TFRS 9 Financial Instrumenis ~ Classification and measurement

As amended in December 2012, the new standard is effective for annual periods beginning on or after
1 January 2015. Phase 1 of this new TFRS iniroduces new requirements for classifying and
measuring financial instruments. The amendments made 1o TFRS 9 will mainly affect the classification
and measurement of financial assets and measurement of fair value option (FVO) liabilities and
requires that the change in fair value of a FVO financial liability attributable to credit risk is presented
under other comprehensive incorne. Early adoption is permitted. The Group is in the process of
assessing the impact of the standard on financial position or performance of the Group.

TEAIC Interpretation 21 Levies

The interpretation clarifies that an entity recognizes a liability for a levy when the activity thai triggers
paymenti, as identified by the relevant legislation, occurs. It also clarifies that a levy liability is accrued
progressively only if the activity that triggers payment oceurs over a period of time, in accordance with
the relavant legislation. For a levy thai is triggered upon reaching a minimum threshold, the
interpretaiion clarifies that no liability should be recognized before the specified minimum threshold is
reached. The interpretation is effective for annual periods beginning on or after 1 January 2014, with
early application permitied. Retrospective application of this interpretation is required. The Group does
not expect that this amendment will have any impact on the financial position or performance of the
Ciroup.

Amendments to TAS 36 - (Recoverable Amount Disclosures for Non-Financial assets)

As a consequeniial amendment to TFRS 13 Fair Value Measurement, some of the disclosure
requirements in TAS 36 Impairment of Assets regarding measurement of the recoverable amount of
impaired assets has been modified. The amendments required additional disclosures about the
measurement of impaired assets (or a group of asseis) with a recoverable amount based on fair value
‘ess costs of disposal. The amendmenis are to be applied retrospeciively for annual periods beginning
onorafter 1 January 2014. Earfier application is permitted for periods when the entity has already
applied TIFRS 13, The Group does not expect ihat this amendment will have any impact on the
iinancial position or performance of the Group.

Amendments 1o TAS 39 - Novation of Derivaiives and Continuation of Hedge Accouniing

Amendments io TAS 38 Financial instruments: Recognition and Measurement, provides a narrow
exception to the requirement for the discontinuation of hedge accounting in circumstances when a
hadging instrument is required to be novated io a central counterparty as a result of laws or
reguiations. The amendments are to be applied retrospectively for annual periods beginning on or
aiter 1 January 2014. The Group does not expect that this amendment will have any impact on the
iinancial position or performance of the Group.



Nuh Gimento Sanayl A.$. and its subsidiaries

Notes to the consolidated {inancial statements
for the year ended December 31, 2013 (continued)
(Currency - amounts expressed in Turkish Lira (TL) unless otherwise indicated.)

2. Basis of preparation of consolidated financial statements (continued)
TFRE 10 Consolidated Financial Siatements (Amendment)

TFRS 10 is amended to provide an exception io the consolidation requirement for entities that meet
the definition of an investment entity. The exception to consolidation requires investment entities to
account for subsidiaries at fair value through profit or loss in accordance with TFRS. The amendments
are to be applied retrospectively for annual pericds beginning on or after 1 January 2014. This
amendment will not have any impact on the financial position or performance of the Group.

The new standards, amendments and interpretations that are issued by the International
Acesunting Standards Board (IASE) but not issued by POA

The following standards, interpretations and amendments to existing IFRS standards are issued by
the IASE but not yet effective up to the date of issuance of the financial statements. However, these
standards, interpretations and amendments to existing IFRS standards are not yet adapted/issued by
the POA, thus they do not constitute part of TFRS. The Group will make the necessary changes to its
consolidated financial statements after the new standards and interpretations are issued and become
effective under TFRS.

IFHS 9 Financial Instrumenis — Hedge Accounting and amendments to IFRS 9, IFRS 7 and IAS
39 -IFES 2 (2013)

In November 2013, the 1ASB issued a new version of IFRS 9, which includes the new hedge
accouniing requirements and some refated amendments to IAS 39 and IFRS 7. Entities may make an
accounting policy choice 1o continue to apply ihe hedge accounting requirements of 1AS 39 for all of
their hedging relationships. The standard does not have a mandatory effective date, but it is available
ior application now; a new mandatory effective date will be set when the IASB completes the
rpairment phase of its project on the accounting for financial instruments. The Group is in the
process of assessing the impact of the standard on financial position or performance of the Group.

aprovernernts o IFRSs

i Decernber 2013, the 1ASE issued iwo cycles of Annual Improvements to IFRSs — 2010-2012 Cycle
and [FRSs — 2011~2013 Cycle. Other than the amendments that only affect the standards’ Basis for
Conclusians, the changes are effective for annual reporting periods beginning on or after 1 July 2014.
Eadlier application is permitted.

Anmuat Improvements to IFRSs — 2010-2012 Cyele

IFRS & Share-based Payment:

Letinitions relating to vesting condiiions have changed and performance condition and service
condition are defined in order to clarify various issues. The amendment is effective prospectively.

{FFS 2 Business Combinations
Lontingent consideration in a business acquisition that is not classified as equity is subsequently

measured at fair value through profit or loss whether or not it falls within the scope of IFRS 9 Financial
instruments. The amendment is effective for business combinations prospectively.



Muh Cimento Sanayl AS. and its subsidiaries

HMetes to the consolidated financial statements
for the year ended December 31, 2013 {(coniinued)
(Curreney - amounts expressed in Turkish Lira {TL) unless otherwise indicated.)

e Basis of preparation of consolidated financial statemenis {(continued)

RS 8 Operating Segments

The changes are as follows: i) Opsrating segments may be combined/aggregated if they are
consistent with the cere principle of the standard. i} The reconciliation of segment assets fo total
assets is only required to be disclosed if the reconciliation is reported to the chief operating decision
maker. The amendmenis are effective retrospectively,

Amendment o the Basis for Conclusions on IFRS 13 Fair Value Measurement

~g clarified in the Basis for Conclusions short-ierm receivables and payables with no stated interest
rates can be held at invoice amounts when the effect of discounting is immaterial. The amendment is
effeciive immediately.

IAS 16 Property, Plant and Equipment and 1AS 38 Intangible Assets

The amendment to 1AS 16.35(a) and IAS 38.80(a) clarifies that revaluation can be performed, as
follows:

i) Adjust the gross carrying amount of the assei to market value or ii) determine the market value of
the carrying amount and adjust the gross carrying amount proportionately so that the resulting carrying
amount equals the market value. The amendment is effective retrospectively.

tAS 24 Related Paity Disclosures

The amendment clarifies that 2 management entity — an entity that provides key management
personnel services ~ is a related party subject to the related party disclosures. The amendment is
effective retrospectively.

Annoal Improvements to IFRSs — 20112073 Cycle

IFRS 1 First-time Adoption of International Financial Reporting Standards

An entity may choose to apply either 2 curreni standard or a new standard that is not yet mandatory,
i that permits early application, provided efther standard is applied consistenily throughout the
patiods presented in the entity's first IFRS financial staternents. The amendment is effective
nmimediately.

IFHRS 3 Business Combinations

The amendment clarifies that: 1) Joint arrangements are outside the scope of IFRS 3, not just joint
ventures i) The scope exception applies only 1o the accounting in the financial statements of the joint
arrangement itself. The amendmeni is effsclive prospectively.

HFS 13 Fair Value Measurement

The pertiolio exception in IFRE 13 can be applied to financial assets, financial liabilities and other
contracts. The amendment is effective prospeciively.

A8 40 Investment Property

The amendment clarifies the interrelationship of IFRS 3 and 1AS 40 when classifying property as
wivestrment property or owner-occupied properiy. The amendment is effective prospectively.

fhese amenoments did not have an impact on the financial position or performance of the Group.

(22)



Huh Cimento Sanavi AS. and its subsidiaries

Hotes fo the consoclidated {inancial statements
for the vear ended December 31, 2013 (continued)
(Gurrency - amounis expressed in Turkish Lira (TL) unless otherwise indicated.)

2. Basis of preparation of consolidated financial statements (continued)
Fesolutions promulgated by the Public Oversight Authority

in addition to those mentioned above, the POA has promulgated the following resolutions regarding
the implementation of Turkish Accounting Standards. “The financial statement examples and user
guide” became immediately effective at its date of issuance; however, the other resolutions shall
become effective for the annual reporting petiods beginning after December 31, 2012.

20131 Financlal Statement Examples and User Guide

The POA promulgated “financial statement examples and user guide” on May 20, 2013 in order to
ensure the uniformity of financial statements and facilitate their audit. The financial statement
examples within this framework were published 10 serve as an example o financial statements to be
prepared by companies obliged to apply Turkish Accounting Standards, excluding financial institutions
established to engage in banking, insurance, private pensions or capital mariet. The Group has made
the related classifications stated in Note 2 in order to comply with the requirements of this regulation.

20192 Accounting of Combinations under Commeon Confrol

In accordance with the resolution i has been decided that i) combination of entities under common
control should be recognized using the pooling of interest method, ii} and thus, goodwill should not be
includead in the financial statemenis and iii} while using the pooling of interest method, the financial
statemenis should be prepared as if the combination has taken place as of the beginning of the
reporting period in which the comrnon control occurs and should be presented comparatively from the
beginning of the reporting period in which the common control occurred. This resolution did not have
any impact on the consolidated financial statements of the Group.

20133 Accouniing of Redeemed Share Certificaies

{lanfication has been provided on the conditions and circumstances where the redeemed share
ceriilicates shall be recognized as & financial ability or equity based financial instruments. This
resolution did not have any impact on the consolidated financial statements of the Group.

20134 Accounting of Cross Shareholding investments

It = subsidiary of an entity holds shares of the entity then this is defined as cross shareholding
investrnent. Accounting of this cross investment is assessed based on the type of the investment and
different recognitior: principles adepted accordingly. With this resolution, this fopic has been assessed
under three main headings below and the recognition principles for each one of them has been
determined.

1} the subsidiary holding the equity based financial instruments of the parent,
i) ihe associates or joint ventures holding the equity based financial instruments of the parent,

§y  the parent’s equity based financie! instruments are held by an entity, which is accounted as an
investment within the scope of TAS 38 and TERS 9 by the parent.

This resclution did not have any impact on the consolidated financial statements of the Group.
wik. Summary of significent accounting policies:

Flnancial instrurmenis

Financial mstrumenis constituiad of financial assets and labilities below:



Kuh Cimento Sanayi A.8. and its subsidiaries

Motes to the consolidated financial siatements
for the year ended December 21, 2018 (coniinued)
(Currency - amounts expressed in Turkish Lira {TL) unless otherwise indicated.)

2. Basis of preparation of consclidated financial statements {continued)
Cash znd cash equivalents

Cash and cash equivalents include cash on hand, deposits at banks and highly liquid shori-term
invasiraents, with maturity periods of tess than three months, which has insignificant risk of change in
fair value (Note 5).

Bank accounis consist of time and demand deposit accounts and the related interest accrued. The
Turkish Lira balances are stated ai face values and the foreign currency balances are translated into
Turkish Lira at the foreignh currency rate issued by the Central Bank as at the report date. Time deposit
accounts are stated as calculated by adding accrued interest as of balance sheet date on the principle
ATIOUIE,

Fost dated cheques received with maturity dates exceeding the balance sheet date are classified in
trade receivables and are rediscounied using the interest rates determined for government debt
sacurities by considering the interest iavels arising in the stock exchanges or other organized markets.

Ciher current assets include the credit card slips obtained through credited sales.
irade recefvables

Trade recelvables are financial asseis created by the Company and its subsidiaries through selling
goodds and services direcily to the customers. Trade receivables and notes and post-dated checks
classiiied within trade recelvables which are recognized at original invoice amount are measured at
armoriized cost using the effeciive interest rate method, Short term trade recsivables without specified
interest rate, are measured at invoice amount when the interest accrual effect is immaterial.

# credit risk provision for trade receivables is established i there is objective evidence that the Group
will not be able to collect all amounts due. The amount of the provision is the difference between the
carnying amount and the recoverable amount, being the present value of all cash flows, including
amounts recoverable from guaraniees and collateral, discounted based on the original effective
interest rate of the originated receivables at inception.

The allowance for doubtiul recelvables is established through a provision charged io expenses. The
allowance is an estimated amount ihat management believes to be adequate to absorb possible future
losses on existing receivables that may become uncollectible due to current economic conditions and
inherent risks in the receivables. Bad debis are written off when identified,

i the impairment amount decreases due o an event occurring after the write-down, the release of the
provision is credited io other income in the current period (Note 8).

Financial investmenis

Financial assets held for trading are financial assets for which the fair value differences are reflected
i ihe income statement. Financial investments are carried at cost when no market price in the stock
sxchange market is available, the fair value cannot be estimated reliably since the methods to be used
in getermining the fair value are not appropriate or they do not operate properly or the fair value
cannot be assessed reliably.



Fuh Glinento Sanayi A8, and ils subsidiaries

Netes to the consolidated financial statements
for the year ended December 31, 2013 (continued)
{Currency - amounte expressed in Turkish Lira (TL) unless otherwise indicated.)

o Basis of preparation of consolidated financial statements (continued)
Impairment in financial assels

Exceit for financial assets held for irading for which the fair value differences are reflected to the
income statement, financial asset are assessed af each balance sheet date whether there is any
obieciive evidence thai a financial asset or a group of financial assets is impaired. A financial asset or
a group of financial asseis is deemed o 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 financial assets thai can he reliably estimated. For loans and receivables impairment loss has
been incurred 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.

Except for frade receivables, which is reduced through the use of an allowance account, impairment
on all other financial assets are directly written off in the related account. In case trade receivables
cannot be collected, the related amount is writlen off from allowance account, The change in
allowance account is accounted in the consolidated income statement,

Frade payables

Trade payables are financial liabilities created by the Company and its Subsidiaries through
purchasing goods directly from the suppliers. Trade payables are subject to rediscount.

Short and fong term bank loans

Short and long term bank loans are sialed at the value computed through addition of the principal
amount and the interest expenses accrued as of the balance sheet date.

Borrowings are recognized initially at proceeds received, net of transaction costs incurred. Borrowings
are subsequenily siated at amoriized cost using the effective yield method; any difference between
the proceeds and redemption value is recognized in the income statement over the period of the
borrowings. Borrowing costs arising from bank leans are charged to the income statement when they
are incurred (Note 73,

Derecognition of financial assets and labilities

The Group recognizes a financial asset or financial liability in iis balance sheet when only when it
becomes a party to the contractuzal provisions of the instrument. The Group derecognizes a financial
asset or a portion of it only when the control on rights under the contract is discharged. The Group
derecognizes a financial lability when the cbligation under the Hability is discharged or cancelled or
expires.

Qiiseliing
Financial assets and habilities are offzet and the net amount reported in the balance sheet when there

1 a legally enforceable right to set off the recognized amounts and there is an intention to seftle on a
net basis or realize the asset and seitle the liahiliiies simultaneously.
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HMotes to the consolidated financial siatements
for the year ended December 31, 2013 (continued)
{Gurrency - amounts expressed in Turkish Lira (TL) uniess otherwise indicated.)

2, Basis of preparation of consclidated financial statements (continued)

HBusiness combinations and goodwill

A business combination is evaluated as the bringing together of separate entities or businesses into
one reporting entity.

Business combinations have been accounted {or by using the purchase method in the scope of IFRS
3 "Business combinations”. The cost of a business combination is the fair values, at the date of
exchange, of assats given, liabilities incurred or assumed, and equity instruments issued by the
acquirer, in exchange for conirol of the acquiree and in addition, any costs directly aitributable to the
business combination.

Anv excess of the cost of acquisition over the acquirer's interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities is accounted for as goodwill in the consolidated
financial statements. All transaction costs are expensed and the changes in the fair value of the
contingent consideralions are reflected to the consolidated comprehensive income,

Gioodwilt recognized in business combinations is tested for impairment annually or more frequently if
evenis or changes in circumstances indicaie impairment, instead of amortization. Impairment losses
on geodwill are not reversed. Goodwill is allocated o cash-generating units for the purpose of
impairment testing.

ielated pariies

A related party is a persen or entity that is relaied to the entity that is preparing its financial statements
{in this Standard referred 10 as the reporiing entity').

&) A person or a close member of that person's family is related to a reporting entity if that person:
{0 has conirol or joint conlre! over the reporting entity;
(il has significant influence over the reporting entity; or
iy s a member of the key management personnel of the reporting entity or of a parent of the
reporiing entity.

by An entity is related to a reporiing entity if any of the following conditions applies:

{0 The eniity and the reporiing entity are members of the same group (which means that
each pareni, subsidiary and fellow subsidiary is related to the others).

{1} One eniity is an associate or joint venture of the other entity {or an associate or joint
venture of a member of a group of which the other entity is a member).

(iiy  Both entities are joint veniures of the same third party.

(ivi  One eniily is a joint verture of a third entity and the other entity is an associate of the
third entity.

(vi  The eniity is a post-employment benefit plan for the benefit of employees of either the
reporting entity or an entity related io the reporting entity. If the reporting entity is itself
such a plan, the sponsoring employers are also related 1o the repeoriing entity.

iy The entify ig conirolled or icintly controlled by a person identified in (a).

{(vil} A person identified in (a)(i} has significant influence over the entity or is a member of the
kev management personnel of the entity (or of a pareni of the entity).

The shareholders of the Company and the subsidiaries, the executive management personnel
including the members of the Board and the General Manager, subsidiaries controlled by close family
members, participations are defined as related parties. The Group's key management personnel and
close family members of the parties mentioned above, the parties represeniing the benefits plans
provided to the personnel who lefi the Company or a related party of the Company are also defined as
related pariies.
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Motes to the consolidated financial statements
for the year ended December 31, 2013 {continued)
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7. Basis of preparation of consclidated financial statements (continued)
Financial fease assets and lease commilmenis

The Group records the fixed assets acquired through financial leasing with the present value of the
minimum lease payments as of the balance sheet date. The discount rate used fo calculate the
present value of the minimum lease payments is the rate that equalizes -present value of the total of
minimum lease payments and the uncertain residual value at the initial period of the lease contract- to
the fair value of the leased asset and any direct initial costs of the lessor. As of the balance shest
daie, leasing liabilities have been classified in the balance sheet as short or long term based on their
payment terms and the interest expenses relaied with the current year are reflected to the
consolidated income statement.

Inventories

Inventories are valued at the lower of cost and net realizable value. Cost is deiermined by the moving
weighted average method and includes materials, labor and a reasonable amount of factory overhead
costs.

Assais classified as held for sale

hon-current assets are classified as held for sale if their carrying amount will be recovered through a
sale transaction rather than through continuous use and depreciation and amortization charges for
those asseis are ceased. Non-curient assets classified as held for sale are measured at the lower of
carrying amounis and their fair values less cosis fo sell. Non-current assets classified as held for sale
of the Group includes properties acquired as collaterals during the credit risk management of trade
receivables.

Frojecied lands in the context of revenue sharing by land sales

The Group has made revenue sharing agreements with construction companies to increase revenue
from land sales, This lands are carried at cost until the recognition of the sale as they are subject 1o
revenue sharing agreements arranged with construction companies.Revenue is recognized when risks
and rewards of ownarship of lands have transferred fo the buyer {customers of construction
cormpanies) and the amount of revenue can bse measured reliably.

Biscontinuing operations

A discontinued operation is a component of an entity that either has been disposed of, or is classified
as held for sale, and:

{a) is an operating segment, or

i) represents a separaie major line of business or geographical area of operations, or
{0} is a business that meets the criteria to be classified as held for sale

on geguisition

Lintll the date of sale current year profitfloss of associates after eliminating balances resulting from
operations with the Company is included in the consolidation and shown under income/expense from
discontinued operations section in income stalement.

Profit or loss before tax reflected v consclidated financial statements occured during dispose of
assets or asset groups related to discontinuing operations and profit or loss after tax of discontinuing
operations are disclesed in note 3. Further net cash flows from operating, investment and financial
activities related o discontinuing cperations are disclosed in note 3.
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&

g Basis of preparation of consolidated financial statements (continued)
Froperiy, plant and eqguipment

Froperty, plant and equipment are stated at cost less accumulated depreciation as of December 31,
201 3. Tangible assets have been restated using the measuring unit current at December 31, 2004
from the dates of acguisition. Acauisitions subseguent o January 1, 2005 are stated at nominal
values.

Depreciation is provided on cost or revalued amount of property, plant and equipment on a straight-
line basis. Estimated useful lives are as follows:

Buildings 5-50 years
Land improvements 5-25 years
FMachinery and equipment 5-25 years
Wahicles 4-15 years
Furnifure and fixtures 3-25 years

trtangible asseis
Intangible assets are siated at cosi less accumulated depreciation as of December 31, 2013.
The acruisition values of intangible assets are considered in the restatement of intangible assets as at

[Jaecember 31, 2004. Depreciation is provided on cost or revalued amount of infangible asseis on a
siraight-ling basis with respect to the estimaied useful lives stated as follows:

Righis 4 - 48 years
Leasehold improvements 3 -10 years
Cther intangible asseis 1,5 - 10 years

Assets and Habilitles in forelon cunrencies

Assels and liabilities in foreign currencies stated in balance sheet are translated into Turkish Lira using
ihe buying rate of Turkish Central Bank as of balance sheet date. Transactions in foreign currencies
during the period have been translated into Turkish Lira at the exchange rates prevailing at the dates
of the transactions. Exchange gains or lusses arising from those iransactions are recognized in the
consalidated ncome siatemertd.

Investment properties

Buildings or real estate construciions in progess held for rental yields or for capital appreciation or
bath, rather than for use in ihe produciion or supply of goods or services or for administrative
purposes of sale in the ordinary course of business are classified as “investment property”.

Croup's mvesirnent properties comgnse the cost of construction of mall and hotel blocks which are in
progress in Bostanc: on a 80.000 m® land, As of December 31, 2013, investment properties have been
completed and ready for their intended use are carnied at cost less accumulated depreciation. Useful
tves for buildings are defermined as 50 years.

impainment of assels
When recoverable amount of an asset (or a cash generating unit) is lower than its carrying value, the

asset's carrying value is reduced fo iis recoverabie amount. An impairment loss is recognized
immediaiely in income statement.
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2 Basis of preparation of consolidated financial statements {continued)

Hecoverable amount is the higher of net selling price or value in use. Net selling price is
deiermined by deducting any expenses to be incurred for the sale of an asset from the fair value of
ihe asset. Value in use is calculated as the discounted value of the estimated future cash flows the
entity expecis to receive from the asset.

Borrowing costs

Borrowing costs directly attributable io the acquisition, construction or produciion of an asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised
as part of the cost of the respective assets. All other borrowing costs are expensed in the period they
COTUY,

Current and deferred income tax

The tax expense for the year comprises current and deferred tax. Tax is recognised in the income
staterment, except io the extent that it relates to items recognised directly in equity. In such case, the
tax is also recognised in shareholders’ equity.

The current income tax charge is calculated in accordance with the tax laws enacted or substantively
enacted af the balance sheet date in the couniries where the subsidiaries and associates of the Group
operate. Under the Turkish Tax Code, companies having head office or place of business in Turkey
are subject to corporate tax.

Under the Turkish taxation system, tax losses can be carried forward to be offset against future
iaxable income for five years. Tax losses cannof retrospectively offset against the profits of previous
yEars.

Furthermore, provisicnal corporaie taxas are paid at 20% over profits declared for interim periods in
orcder 10 be deducted from the final corporate ta

4s of December 31, 2013 and 2012, income iax provisions have been accrued in accordance with the
prevailing tax legislation,

Leterred income tax is provided in full, using the liability method, on all temporary differences arising
eiween the tax bases of assets and liabilities and their carrying values in the consolidated financial
statements. Currently enacted tax raies are used to determine deferred income tax at the balance
sheet date.

Lieferred tax liabilities are recognized for all taxable temporary differences, where deferred tax assets
resuliing from deductible temporary differences are recognized io the extent that it is probable that future
raxvabie profit will be available against which the deductible temporary difference can be utilized.

Frovided that deferred tax assets and deferred tax liabilities relate {o income taxes levied by the same
ayation authority and it is legally eligible, they may be offset against one another.

{a) Employee Benefits:
Hrovision for retirement pay liability
fn accordance with existing social legislation in Turkey, the Group is required to make lump-sum
terrmnation indempities to each employee who has completed over one year of service with the

Company and whose employment is terminated due to retirement or for reasons other than
resignation or misconduct.
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Motes to the consolideted financial statements
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P Rasis of preparaiion of consolidated financial statements (continued)

In the consolidated financial siatements, the Group has recognized a liability using the “Projected Unit
Credit Method” based upon factors derived using the experience of personnel terminating and being
eligible {0 receive benefits, discounted by using the current market yield at the balance sheet date on
goverment bonds. All actuarial gains and losses are recoghized in the income statement.

Provision for senlority incentive premiums

I accordance with the employee beneiit named “seniority incentive premiums” provided by some
subsidiaries of the Group and the Company to their employees having certain working seniority in
order to enhance their loyalty to the jobs and ermployers; the benefits are provided as follows;
emplovees with 5 year work experience are paid for their 30 days wage, those with 10 year work
experience are paid for their 55 days of their gross wage, those with 20 year work experience are paid
for their 70 days wage, those with 25 or 30 year work experience are paid for their 75 days wage, for
gach level of payment with their actual working wage in the month they complete the respective
senicrity level in the mentioned ranoe.

To calculate the provision for seniorily incentive payments, the Group has considered the duration
passed for each employee as of the balance sheet date since their job enirance dates and booked a
liakility for the discounted amounti of the future payments as of the balance sheet date.

() Defined contribution plans:

The Group pays contributions io the Social Security Institution on a mandatory basis. The Company
has no further payment obligaiions once the contributions have been paid. The contributions are
recogrized as an employee bensfil expense when they are due.

Frovisions

Provisions are recognised when an entity has a present obligation (legal or constructive) as a result of
a past event, it is probable that an outflow of resources embodying economic benefiis will be required
{0 setile the obligation and a reliable estimate can be made of the amount of the obligation. If the
eifect of the iime value of money is maierial, provisions are determined by discounting the expected
tuture cash flows at a pre-tax rate that reflecis current market assessments of the time value of money
and, where appropriaie, the risks specific to the liability. Provisions are revised at each balance sheet
daie and amended in order to reflect management’s recent estimations.

Hevenue recognition

Fevenue is measured af the fair value of the censideration received or receivable. Revenue from the
sate of goods is recognized when the entity has transferred to the buyer the significant risks and
rewards of cwnership of the goods, whan fhe entity retains neither continuing managerial involvement
io the degree usually associated wiih ownership nor effective control over the goods sold, when the
amount of revenue can be measured reliably, when it is probable that the economic benefits
associated with the transaction will fiow to the entity, and when the costs incurred or to be incurred in
respect of the transaciion can be measured reliably. Net sales are invoiced amounts of delivered
goods excluding sales returns, When the arrangement effectively includes a financing transaction, the
fair value of the consideration is determined by discounting all future receipts using an imputed rate of
irnferest, The difference betwaen the fair value and the nominal amount of the consideration is
recognized on an accrual basis as financial income.

Interest income Is recoghised using the sffective interest method.

Dividend income is assumed 1o be accrued when the shareholders gain their right to collect dividends.
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Motes io the conselidated financial statements
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2. Basis of preparation of consolidaied financial statements (continued)
Hevenue and expenses

Aceruals basis accounting is applied for the recognition of revenue and expenses. The accrual
concept requires that revenue, income and profits should be matched with costs, expenses and losses
belonging to the same period.

Earnings per shars

Earnings per share is calculaied by dividing the net profit for the year attributable to ordinary
shareholders by the weighied average number of ordinary shares outstanding.

Companies in Turkey can increase their share capital through distributing shares (bonus shares) from
retained earnings and differences arising from inflation adjustment in changes in equity to their current
shareholders on a prorate basis, When calculating profit/(loss) per share, these bonus shares are
recognized as issued shares. Thersfore, the weighted average of shares used in the calculation of
nrofit/{loss) per share is derived through retrospective application with respect fo bonus shares.

contingent assels and llabilities

Assets and liabilities that originate from past incidents and whose presence is not fully under the
ariity's control as it can only be confirmed through the realization of one or more indefinite incidents to
take place in the future are not included in the financial statements and are considered as contingent
liabilities and assets.

Subseguent evenls

The Group updates ils consolidated financial statements and respective disclosures that relate to
conditions that existed at the end of the reporiing period to regarding any new information that they
receive after the reporting period which require amendment. Non-adjusting events are solely disclosed
if they are of such importance.

wash flow statement

Cash and cash eauivalents includes cash in hand, deposits held at call with banks, other short-term
highty liquid investimanis with original maturities of three months or less.

Segment reporting

The operating segments of the Group are based on the revenue generating operations whose
financial information is available. Accordingly, the financial information of entities operating in the
oroduction and trade of cement, concrete, and consiruction material is classified under the
“Censiruction and construction materials” account group whilst the financial information of those
sperating in generation and sales of electrical energy is stated under the “Energy Operations” account
group. Cther than these segments, some entities which provide construction-related transportation
and services have been also classified under “Construction and construction materials” since their
assels do not excead 10% of the iotal assets.
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2 Basis of preparation of consolidated financial statements (continued)
vill, Bignificant accounting judgments and estimates

The preparation of financial statements require management to make estimates and assumptions that
affect certain reported amounts of assets and liabifities and disclosure of contingent assets and
habilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporling year. Actual resulis could differ from those estimates. Those estimates are
reviewad periodically, and as adjusimenis become necessary, they are reporied in earnings in the
pericds in which they become known. However, actual results may vary from these results.

Signiticant estimates used in the preparation of these financial statements and the significant
judgmenis with the most significant effect on amounts recognized in the financial statements are as
follows:

&) Reserve for retirement pay is determined by using actuarial assumptions (discount rates, future
salary increases and employes urnover rates) {(Note 15)

b) Provision for doubtful receivables is an astimated amount that management believes to reflect
for possible fuiure losses on sxisting receivables that have collection risk due to current

o) economic conditions. During the impairment test for the receivables, the debtors, other than
related parties, are assessed with their prior year performances, their credit risk in the current
market, their individual performances after the balance sheet date up to the issuing date of the
financial statements and furthermore, the renegotiation conditions with these debtors are
considered (Note 8).

cf) Pravision Tor restoration costs of mining land arises from the obligation of the Company to
spread soil to restore and green the lands currently used by the Company in the mining
iacilities. To calculate the restoration cost provision for lands with mining licenses, the Company
considers the estimated restorafion cosis as of the balance sheet date (Note 15).

@) Deferred tax assel is recognised o the extent that taxable profit will be available against which
the deductible temporary differences can be uiilized. When taxable profit is probable, deferred

) iax asset is recognised for alt temporary differences. The Group management, based on their
evaiuations, has recognized deferred tax assets for the portion of tax losses carried forward that
they relied to have utilized in the foreseeable future in the pre-expiration period. Such evaluaiion
is based on the assumption that the respective subsidiaries will have taxable profits in the future
(Mots 20),

&) Inventory price lists after discount is used o calculate impairment for inventories. In such cases
that sales price cannot be predisted, inventory aging and physical status are considered
together with technical personnel's opirion. If anticipated expected net realizable value is less
than the cost, impairment for the difierence is provided for (Note 10).

) When allocating provision for legal risks, the probabilities of failure in the cases and the possibie
fiabilities to be arisen in the case of faillure are evaluated by the management through begin
counseled by legal advisors of the Company or the subsidiaries. The management determines
the amount of ihe provisions based on their best estimates (Note 14).

i In determining the fair value of ihe electricity preduction license acquired during the business
combination, when calculating the expected discounied cash flows from this project, certain
assumptions and estimaies were made and used (Note 3).
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3. Discontinued operations

Parmuk Elekirik Orethn Ticaret Lid, S,

As a resuit of board of directors of Nuh Enerji dated December 12, 2013;

Farmuk Elektrik Uretim Ticaret Ltd. Sil. in which Nuh Enerji owns 100% shares has been sold to
Haldiz insaat Otomotiv ve Ticaret Lid. Sti. with an amount of TL 8.200.000. Sales loss amounting to

TL 16.349.269 has been recognized in investing activities income (Note 22).

ay Discontinued operations income

January 1-
December 31, 2013
Discontinued operations
Hevenue -
Cost of sales () -
Biscontinued operations gross profit -
Zelfing, marketing and distribution expenses =)
General and administraiive expenses (-) {86.648)
iher operating income 158
Cither operating expenses (-) (142.209)
Llgcontinued operations operating loss (223.699)
Finargial income 356
Financial expense (+) (2.570)
et loss before taxes from discontinued opesrations {230.913)
Tax income / (expense) for discontinued operations
Current tax expense for the period -
Dieferred fax income -
Het loss (230.913)
¥y Summary of cash flow information related to discontinued operations
January 1-
December 31, 2013
Cash itows from operating activities (4.006.526)
Cash flows from investing activities (12.342.743)
Cashilows from financing aciivities -
(16.349.269)
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i, Segmental reporting

As of December 31, 2013, segmental reporting is as follows:

Construction

and
construction Consolidation

Januvary 1~ December 31, 2018 materials Energy adjustments Consolidated
Mongroup sales, net 845.071.972 118.537.579 - 963.600.551
nter-group sales 137.648.381 74.338.900 (211.986.281) -
Tolal sales, net 982.720.354 192.877.478 {211.988.281) 963.609.551
Lost of sales {749.847.675) (187.738.278) 215.372.382 {722.213.771)
Gross profit / loss) from main operations 232.872.479 5.139.200 3.384.100 241.395.780
Seiling, marketing and distribution expenses (28.225.480)  (13.861.362) 143.861 {41.942.881)
General and administrative expenses (44.847.671) (2.738.946) 920,791 {46.665.826)
Fesearch and development expenses {23.431) - - (23.431)
Other eperating income 42.097.969 678.245 {1.638.089) 41.138.125
Other operating expenses {24,219.449) (1.507.254) 440.850 {95.285,150)
Cipersting profit/ (loss) 107.684.417 (12.290.116) 3.251.721 98.616.021
nvesting aclivilies income 58.824.038 - (1.654.037) 57.170.001
mvesting activities expenses{-) (2.564.840)  (16.349.269) - (18.914.109)
Share of profits of iInvestments accounted

under equity method - - 21.677.308 21.677.308
Omerating profit before financing expense 163.913.615 (28.639.3585) 23,274,992 158.549.221
Financial income 35.975.141 857.710 (22.447.309) 14.386.542
Financial expense (-} (34.043.246)  (22.089.637) 265.669 {55.867.214)
Current tax income [ (expense) {26.825.139) (1.617.202} {482.814) {28.925.155)
Gurrent period income [ {expense} from
continting operatons 139,020,371 (51.487.518) 610.538 88,143.394
Depreciation and amortisation expenses
« Gontinuing operations {47.666.510) (9.098.010) {383.054) (57.147.374)
-~ Dizeontinued operations - {84.855) " (84.855)
Balance shest
Toial assels 1.118.821.973 240.558.181 - 1.859.180.154
Total Habililies 318.271.834 148.601.132 - 466.872.966
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&, Segment reporting (continued)

A5 of December 31, 2012, segmenial reporting is as follows:

Construction
and
construction Consolidation

January 1 — Becember 31, 2012 materials Energy adjustiments Consolidated
Mon-group sales, net 759.215.412 138.162.934 - 897.378.346
inter-group sales 130,799,244 72,858,980 (203.658.924) -
Total zales, net 880.015.356 211.021.914 (203.658.924) 897.3768.346
Cost of sajes (729.726.521) _ (208.610.417) 201.520.699 (736.816.239)
Gross profit/ (loss) from main operations 160.288.535 2.411.497 {2.138.225) 160.562.107
Sefling, marketing and distribution expences (37.887.637) {19.320.108} 530.755 (56.676.990)
Gieneral and administrative expenses (41.227.316) {2.568.009) 1.291.393 (42,503.932)
Fesearch and development expenses {15.423) - - {15.423)
Cither operating income 18.094.452 3.178.527 (3.209.434) 18.063.545
Ciher operating expenses (£8.759.523) {3.200,895) 618.206 (31.342.122)
Operating profit / {loss) 76.493.588 (19.498.9838) (2.807.215) 48.087.185
tnvesting activiies income 8.760.341 1.063.229 244.227 10.067.797
Invasting activities expenses{) {2.665.713) (30.643) - (2.696.356)
Share of profits of invesiments accounted

under equity methed " - 23,094,537 23.004.537
Onerating profit before financing expense 76.588.016 {18.466.402) 20.431.548 78.553,163
Financlal income 43.222.671 7.879.576 {20.144.450) 30.857.797
Financial expense () {30.376.678) (5.846.271) 9.227.915 {26.995.034)
current iz income f {expense) {15.241.508) {3.336.825) 345.076 {18.233.258)
Gurrent period income [ {expense) from
cortinuing operations 74.192.501 (19.769.823) 9.860.080 64.232.668
Lepreciation and amortisation expenses
- Contlnuing operations (48.725.930) (8.037.001) 327.710 (54.435.271)
- Discontinued operations - - - -
Balance sheat
Tolal assels 1.087.541.481 253.747.710 - 1.351.689.191
Total Hahilities 524.941.287 175.052.694 - 498,994,081
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5, Cash and cash equivalenis

Cash and cash equivalents are as follows:

December 31, December 31,

2013 2012

Cash 80.661 117.742
Banks

-Demand deposits 939.178 1.761.727

-Time deposits 27.803.152 12.950.841

Cheques and notes received 6.806.634 8.864.542

Oiher cash equivalenis 262.154 518.022

35.891.779 24.212.874

Details of time deposit accounts are as foliows:

December 31, 2013

December 31, 2012

Armount Annuval interest Amount Annual interest

{TL. eguivalent) Rate (%£) (TL equivalent) rate (%)

Th 24,614,385 8,00 - 8,75 12.950.841 6,70 - 8,25

usn 3. 188,767 1,40 - -
Tedal 27.803.182 12.950.841

As of December 31, 2013 maturiies of time deposits vary between 1 to 31 (December 31, 2012 - 2 to

100} days. Time deposis have fixed interesi rates.

%, Finencial nvestmenis

Long term financial investmenis are staied below:

Participation  December 31, Participation  December 31,
rates 2013 rates 2012
Huh Beiton L.L.C. {d) 106,00% 2.828.214 100,00% 2.827.698
Cemenias Esfera $.A, {b) 10,00% 2.433.760 10,G0% 2.433.760
Aglan Cimenio Sanayi A.S, (a) Less than 1% 68.758 Less than 1% 100.282
Cimpag Gimenio ve Ingaat Miz. Paz, A5, (D) 12,10% 90.900 12,10% 90,900
HNuh Cement BG Jse (0) 75,00% 190.314 75,00% 190.314
Koshag Kocaell Serbest Bélgesi (b) l.ess than 1% 37,500 lessthan 1% 37.500
T. Gararil Bankast AS. (&) Less than 1% 16.325 Lessthan 1% 22.048
Antalva Glg Birligi (o) Less than 1% 7.805 Lessthan 1% 7.805
ST Limited {c) £0,00% 122 50,00% 122
Candark Enerfi Jretim A5, (o) 100,060% 13.500 - -
5.687.188 5.710.429

Decrease in vaiue of subsidiary shares- Nuh Beton
LG (2.500.000) -
3.187.198 5.710.429
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.

Financial investimenis (continued)

The Company has defined its shares in Aslan Gimento Sanayi A.S. and T. Garanti Bankast AS.
as financial instruments held for trading purposes, and associates the difference between their
carrying value and the best ISE closing purchase-price with the income statement.

As of December 31, 2013 and December 31, 2012, Gimpas Cimento ve Insaat Mlz. Paz, A.S.,
Cementos Esfera 8.A., Antalya Giig Birligi and Kosbag Kocaeli Serbest Bolgesi which are
financial assets held for sales, are carried at cost in the consolidated balance sheet since these
investments have no significant effect on the consolidated financial statements and a
reasonable calculation of their fair value is also not possible.

As of December 31, 2013 and December 31,2012, Nuh Cement BG Jsc in which the Company
owns 75% shares, NTS Limited in which the Company owns 50% shares, Nuh Beton L.L.C. in
which the Company owns 100% shares,and Candarh Enerji Uretim A.S. which the Company
owns 100% shares , are carried at cost in the consolidated financial statements since their initial
investments have not yet been completed and they have not started operations yet, and since
these investments have no significant and material effect on Group financial statements due to
their total asset value which are seperately and in total less than 1% of the total consolidated
assels,

As of December 31, 2013 and December 31,2012, Nuh Beton L.L.C. in which the Company
owns 100% shares, will be closed according to the board decision taken on June 5, 2013. Thus
the Company has booked decrease in value of the subsidiary shares amounting to TL.
2.500.000. (Note 6). As of December 31, 2013 the Group's management thinks that the
carrying value of Nuh Beton L.L..C. amounting to TL 328.214 after the provision is the
estimated recoverable amount of the tangible asset.

Financial Habilities

December 31, December 31,
2013 2012

Short-ferm
Shoti-term bank loans 17.072.056 165.818.551
short-term portion of long term financial iabilities 96.312.602 33.788.262
Facloring debis . 8.461.976
113.384.658 208.068.789

Long-ternm
Long-term bank loans 176.635.963 134.600.304
176.635.963 134.600.304
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7. Financial liabHities (continued)

#s of December 31, 2013, details of short and long term loans are as follows:

December 31, 2013

Interest rate Original
Maturity {36} currency TL
Shori-term bank loans
EURC loans 2.1.2014 - 30.11,2014 2,27 - 5,50 3.401.017 9.987.085
USD loans 24.1.2013 - 28.11.2014 2,05 - 3,62 10.818.099 23.089.070
Th loans 62.1.2014 - 02.12.2014 5,75 - 10,75 80.308.504 80.308.503
Tortal 113.384.658

December 31, 2013

Interest rate Original
Maturity (%6) currency TL
Long-ferm bank loans
Ti. Loans aefzo17 8,50 52.347.607 52.347.606
BRI lnans 23120104 - 23.05.2020 2,75 - 5,50 10,393,167 30.519.534
USD loans 05.07.2014 - 23.05.2020 1,16 - 3,70 43.934.228 93,768.823
Total 176.635.963

A3 of December 31, 2012, datails of short and long term loans are as follows:

December 31, 2012

Interest rate Qriginal

Maturity {%) currency TL
Shori-ferm bank loans
EURC lcans (02.01.2012-30.11.2013 23-55 5.504.670 12.945.333
sl ioans (72.01.20153-23.11.2013 0,09 -3,92 36.039.453 64.243,928
T loans 02.01.20123-17.08. 2013 575-725 122.417.551 122.417 552
Facioring debis 8.461.976
Toisl 20B.068.788

Decernber 31, 2012

Interest rate Criginal
Maturity (%) currency TL
Long-tarm bank loans
EURD loans 31.03.2014 - 23.05.2020 2,75-85 13.226.424 31.104.582
LS icang 05.01.2014 - 23.05.2020 0,09 - 3,92 58.058.859 103.485.722
Tota 134.600.304
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7. Financizal liabilities (continued)

Summary of repayment plans for long-term loans is as follows:

December 31, December 31,
2013 2012
2014 - 27.966.239
2015 52.070.805 26.299.864
2016 43.527.352 21.557.354
2017 and onwards 81.037.606 58.776.847
176.635.963 134.600.304
a. Trade receivables and payables
Shori-lerm trade receivables are as jollows:
December 31, December 31,
2013 2012
Trade receivables 158.130.811 142.158.882
Notes receivables 101.942.418 132.769.828
Trade receivables from related parties (Note 28) 13.972.397 16.247.550
Other trade receivables 606.639 213.806
Acorued Income () 15.550.680 5.170.479
200.208.945 296.560.545
Aadiscount on receivables (- (3.957.937) {2.992.107)
Allowance for doubiiul irade receivables
- Trade receivables from relaied pariies {10.322.338) {10.124.580)
- Trade receivables from third pariies {38.066.332) {20.529.694)
237.863.338 262.914,164
() As of December 31, 2013 TL 15,550.680 of accrued income is related to sales io Tirkiye
Eleldrilc iletim A.S. on December, 2018 (December 31, 2012 — TL 4.831.072).
The movement of allowance for doubtiul rade receivables is as folfows:
2013 2012
Opening allowance {or doubtiul recsisables 30.654.274 27.272.218
Collections and write-offs (200.639) (93.372)
Current year allowance for doubiiul receivables 17.935.035 3.475.430
Ending allowance for doubliul recaivables 48.388.670 30.654.274
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%3

&, Trade receivables and payables (coniinued)

Long-term trade receivables are as follows:

December 31, December 31,
2013 2012
Notes receivables 116.663 1.060.092
Radiscount on receivables (-) (21.425) {50.719)
95.238 1.008.373
Shori-term trade payables are as folliows:
December 31, December 31,
2013 2012
Trade payables 70.395,598 77.743.981
tnvestment debis (%) - 5.634.826
MNotes pavable 7.372.298 -
Rediscount on payables (-) (1.019.301) (1.932.628)
{rade payables to related parties 151.218 107.376
76.899.813 81.553.555
) The Company has payables in 2012 to former sharehoiders of Kudret Enerji regarding the
purchase of Kudret Enerji shares.
#s of December 31, 2013 and 2012, there is no long-term trade payables of the Company.
g, Qiher receivables and pavables
i} wither shori-term recelvables:
Becember 31, December 31,
2013 2012
Financial receivables from related pariies {Note 26) 26.768.097 19.472.983
Cther short-term receivables () 473.624 694.477
Die from personnel 5.429.218 2.669.203
Lieposits and guarantess given 475.338 1.393.348
33.146.277 24.230.011
Allowance for other doubiful receivables
Other receivables from related parties {23.898.325) -
Other receivables from third pariies {645.829) -
8.598.123 24.230.011
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9, (ther receivables and payables {continued)

The movement of allowance for oiher doubtful receivables is as follows:

2013 2012
January 1 - -
Current year allowance 24.547.154 -
LDecember 51 24.547.154 -

{*} The amount of TL 1.707.440 (December 31, 2012: TL 1.960.860) is related to unused letter of

credit for import.

i} Other long-term receivables:

December 31, December 31,
2013 2012
Deposits and guarantees given i 601.456 484,139
Heceivables from sale of Pamuk Elektrik Uretim Tic.ve San. 6.550.000 -
Lid
Rediscount on irade raceivables (1.183.863) -
5.967.593 464.139
) Other shorb-ierm payables:
December 31, December 31,
2013 2012
Taxes, fees and other deduciions 3.501.078 4.316.188
Deposiis and guarantess received 4.946.200 3.672.070
Expense accruals 53.320 41.461
Cther payables {o related parties (Note 26) 2.671 40.438
Chiher miscellaneous payables 43.665 55.149
8.546.934 8.125.304
W, lnventories
Pecember 31, December 31,
2013 2012
Faw materials and supplies 74.308.702 77.108.582
YWork in progress 10.486.500 4.558.992
Finished goods 3.043.078 1.875.486
Merchandises 57.649 46.392
87.905.936 83.589.462
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11, Investments accounied under equity method
December 31, December 31,
2013 2012
Unye Cimento 110.939.065 109.054.316
Tain Komir 21.309.331 20.335.285
Torgoviy Port Lid. 5.903.919 5.903.919
Kovechey Lid, - -
138.152.315 135.203.520

Details of financial statements of investments accounted under equity method are as follows
(amounts stated as 100%):

Torgoviy Port Ltd. Kovcheg Lid.

Becember 31, December 31, December 31, December 31,

2013 () 2012 (9 2013 2012

Asseis **) ™ 14.714.210 21.204.195
Liabilities ) **) 34.102.425 27.382.397
Net Sales ) (*< 1.823.667 382.954
MNet profii/{loss) ) ™ (14.994.435) {116.102)

") As stated in note 2 of the consclidated financial statements, with the Board of Directors decision
onMay 11, 2011 the Company has decided to end its partnerships with Nuh Beton Torgoviy
Port Lid., Torgoviy Port Lid. and Koveheg Ltd, and per the agreement between these three
companies, it has been decided that 50% shares of Nuh Beton Torgoviy Port Ltd and Kavcheg
Lid will be transfered io the Company and the company will transfer its 50% share in Torgoviy
Fort Lid to other companies. As of December 31, 2013, in addition to finalization tasks of the
parinership, on May and June, 2012 the company sued the partners and was sued by the
pariners. The controf of the company on Torgoviy Port Ltd. was actually ended and this
company has been included in consolidation with equity method lastly on September 30, 2011.

%) The financial statements, dated on December 31, 2012 and 2013, of Torgoviy Port Lid. could
not been obtained and presented.

Tan Kémiir Unye Cimento

December 31, Decernber 31, December 31, December 31,

2013 2012 2013 2012

Assels 6,268,443 65.621.825 313.376.726 315.048.153
Liabiliies £23.849.785 28.752.160 36.252.303 42.631.807
et sales 8.137.648 40.031.931 232.488.320 242.748.348
Mgt profiv(loss) (748.520) (562.504) 55.084.546 59,002.396

A3 of December 31, 2018 and 2012, the shares of Unye Cimento are listed in Istanbul Stack
Excharge and market value of shares held by the Group amounts to TL 294.850.976 (December 31,
20712 - TL 265.167.992). As of December 31, 2013 and 2012, the Company has obtained a cash
dividend amounting to TL 21.528.285 and TL 18.951.658 respectively, from Unye Cimento.

As of December 31, 2013 and December 31, 2012, since equity of Kovcheg Ltd. has a negative value,
for the whole carrying value amouniting to TL 2.930.750 of this total investment, provigion for
impairment loss is booked in the consclidated financial statements.
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2. Tangible asseis

The movement of tangible assets for the year ended December 31, 2013 is as follows:

Opening Sale of Closing
January 1, 2013 Additions Disposals Transfers subsidiary December 31, 2013

font
Land (} 80,255,301 1.168.183 (6.256.497) (6.824.277) - 68.342.800
Land improvemenis 66.169.042 2.944.204 (628.433) 2.259.469 . 70.744.282
Buildings 148.737.672 206.398 (3.252.735) 387.301 - 145,078,636
Hachinery and equipment 51B8.885.388 15,191,811 (5.221.127) 8.111.280 (237.288) 836.650.063
Yehicles 80.045.261 12.088.705  {10.632.491) 1.337.568 (483.051) 92,355,992
Furniture and fixures 38.407.504 973.940 (220.756) 1.925 - 39.162.614
Other tangible asseis 515.875 " B - " 515.876
Construction in progress 4.658.804 28,695,880 - (13193111} (11.707.259) 8.457.314
Leasoheld improvements 13.487.250 1.731.432 (4.176.365) 1.095.568 - 12,137.885
Total 1.261.082.088 §3.003.563  (30.388.314) (6.824.277)  (12.427.598) 1.274.445.462

Arsumulated Depreciation {-)

Land improvements (34.675.418} (3.163.145) 151.143 - B (37.687.415}
Buildings (60847 507} {4.14%.360) 159.369 - - (64.937.492)
Machinery and egquipment (481,732,706}  (37.308.580) 3,244,196 - 15.827 (495.773.363)
Yehieles (73.226.423)  {(7.717.538) £.368.990 . £9.028 (74.504.043)
Furniture and fixiures (28.857.371}  (1.914.217) 166.916 - . {30.634.672)
Qther tangible assets (A53.504) (4.150) - - - {457.654)
Leaschold mprovesonis (7317100} {1.249.081) 3.820.631 - - {4.745.500)
Tolal (667.238.018)  (55.488.221) 13,911,245 - 54.855 {708.740.139)
Hlet Book Value 593.044.080 7.505.332  (16.477.069) (6.824.277)  {12.342.743) 565.705.323

") As of December 31, 2013 morigage on fand is amounting to TL 33.942.519 {December 31,
2012 - TL 22.650.079).

~s of December 31, 2013 the capiialized borrowing cost is amounting o TL 1.679.340 {December 31,
2012 - TL 3.018.044),

(43)
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i2.  Tangible assels {continued)

The movement of tangible assets for ihe year ended December 31, 2012 is as follows:

Opening Closing
January 1, 2012 Additions Disposals Transfers December 31, 2012
Lot
Land (%} 72.908.771 9.208.652  (1.862.122) - 80.255.301
Land improvemenis 61.950.476 1.774.779 (187.393) 2.631.180 66.169.042
Buildings 157.885.637 936.905 - 9.915.130 148.737.672
kMachinsry and equipment 718.160.212 22.502.449  (7.197.107) 85.339.834 818.805.388
Wehicles 90.375.715 3.194.315  (3.524.769) - 90.045.261
Furnitute and fixiuras 37.044.318 1.856.758 {25.979) 32.407 38.407.504
Other tangible assets 515.876 - - - 515.876
Construction in progress 47 267.686 52.644.586 B {95.253.468) 4.658.804
Leasehold improvemenis 12,534,528 1.241.866 (289.144) - 13.487.250
Toial 1.178.043.218 92.860.310 {13.086.514) 2.665.083 1.261,082.098
Agoumuisted Depreciation (-}
Land improvements {31.604.513) (2.841.801) 70.901 - (34.675.413)
Buiidings (57.082.381)  (3.865.120) - - (60.947,501)
Meshinery and equipment {(431.534.908)  (33.578.392) 3.380.588 - (461.732.706)
Vehicles (67.273713)  (9.389.314)  3.438.604 . (73.224.423)
Furniture and fixiures {26.912.498)  (1.974.872) - - (28.887.371)
her fangible assets (436.500) {(17.004) - - (453.504)
Leasehsld improvemenis (6.£72.058) (1.316.415) 78.373 - (7.317.100})
Toial (G21.223.568)  (52.982.918) 6.968.466 - (667.238.018)
et book value 557.419.653 39.877.382  (6.118.048) 2.665.083 593.844.080

Faor the years 2013 and 2012, the allocation of depreciation and amortisation expense of tangible and

intangible assels is as follows:

2013 2012

Cost of goods sold 42.643.426 45.700.923
General administrative expenses 3.962.603 1,794,053
Selling and marketing expenses 3.268.961 6.877.770
Cher expenses 242.384 62.525
57.147.374 54.435.271

Lreprecation of tangible assets 56.498.221 52.982.918
trepreciation of invesiment property 697.967 574.471
Amortization of intangitle assets 951,186 877.882
57.147.374 54.435.271

Insurance coverage on assels of the Group is as follows:

Deecember 31,

2013

December 31,

2012

nsurance amount

2.217.610.678

1.895.672.039

{44)
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oy

1% Intangible assets

The movement of intangible assets for the year ended December 31, 2013 is as follows:

Onening Closing

January 1, 2013 Additions Disposals December 31, 2013
Sast
Highis 52.863.321 539,242 (26.630) 33.375.933
Oiher intangible assels 233.232 12.951 - 246.183
Tetal 33.096.553 552.183 {26.630) 33.622.116
Accumulated depreciaiion ()
Rights (4.275.623) (933.541) 26.768 (5.182.396)
iher intangible assets (197.5374) (17.783) - (215.157)
Total (4.472.897) (951.324) 26.768 (5.397.553)
et bool value 28.623.556 {399.131) 138 28.224.563
The movementi of intangible asseis for ihe year ended December 31, 2012 is as follows:

Opening Closing

January 1, 2012 Additions Disposals December 31, 2012
Cost
Righis 32.745.917 117.404 - 32.863.321
Qther intangible asseis 216.794 16.438 - 233.232
Total 32.962.711 133.842 - 33.096.553
Accurmulated depreciation {-)
Rights (3.416.332) (859.291) - (4.275.623)
Other itangible asseis {(178.783) (18.591}) - (197.374)
Total {3.595.115) (877.882) - (4.472.997)
Net book value £9.367.596 {744.040) - 28.623.556

As of Decernber 31, 2012 and 2013 costs of iniangible assets which are fully depreciated but still used

are siated below:

Becember 31, December 31,

2013 2012

Rights 2.207.234 2.207.234
Other iniangible assets 65.894 65.894
2.273.128 2.273.128
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14, Gooduill
Deceimber 31, December 31,
2013 2012
Goodwill 24.910.842 24.910.842
Frovision for impairment of goodwill (%) (5.843.775) -

16.067.067 24.810.842

(") Goodwill of Kudret Enerii is valued by independent experts using discounted cash flow method.
According 1o the valuation as of December 31, 2013 impairment amounting to TL 5.843.775 is
determined and accounted uncer other expenses from operating activities (Note 21).

18,  Provisions, contingent assels and liabilities

Frovision for shoriterm Habilities:

December 31, December 31,

2013 2012

Accruals for costs 729 44.005
Provision for litigations 8.906.437 2.753.509
8.907.166 2.797.514

The moavement of provision for litigations for the vears 2013 and 2012 is as follows:

Pecember 31,
2013  December 31, 2012

Jaruary 1 2.753.509 2.326.233
Pavrment and closings - (944.393)
Current year provisions 6.152.928 1.371.669
December 31 8.906.437 2.753.509

Frovision for long-term Habilities:
Frovision for land restoration:

As of December 81, 2013, the Company owns mines in which the ownership belongs to the Company
andd mines in which the company owns operating lcense, but the ownership belongs to the Treasury.
To comply with the Communiqué of Ministry of Environment named as “Mining Operations and
Fecovery of Damaged Land” which became effective after being published in the Official Gazette on
Dlecember 14, 2007 and was amended on January 28, 2012, the Company has booked a provision
amouniing to TL 6.488.720 for restoration cosis, to restore green lands, related io the portion used
unill the balance sheet date. In accordance with the Communiqué, the land shall be restored in two
years' period after the termination of the mining operations. After the completion of such activities, the
license holder is permiited fo leave the land in the following five years period.
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8. Provisions, contingent asseis and lizbilities {continued)
Contingent assets and liabilities:

a) Breakdown of the guarantees, morigage and pledges given by the Group for the respective periods is as
follows:

December 31, December 31,
2013 2012

A, Total amount of guarantees, pledges and mortgages given
on behalf of the legal entity 68.788.314 56.650.715
Total amount of guarantees, pledges and mortgages given
in favor of the parties which are included in the scope of full
consolidation 148.630.914 119.487.736
C.  Total amount of guarantees, pledges and mortgages given

for the liabilities of third parties in the purpose of

conducting the ordinary operations “ -
D.  Tolal amount of other guarantees, pledges and morigages

" 80.365.989 60.503.396
Total 297.785.217 236.641.847

(") Asof December 31, 2013 the Company has given guarantee amounting to EUR 22.000.000 for
the loans used by the affiliate of the Company’s subsidiary Nuh Ay sold in current period
(December 31, 2012 - EUR 22.000.000). The Company has given guarantes for the 1-year
term loan, valued USD 3.000.000, of Tkurchal Ugof Limited which is a subsidiary of Tan Kémiir,
joint venture of the Company. In addition, the Company has given letter of guarantee amounting
to USD 8.300.000 with 11-monih term to its supplier, Pierson Metal CO.

A3 of Decemnber 31, 2018, the ratio of guaraniees, mortgage and pledges given by the Company and
s subsidiaries to total equity is 8% (Dacember 31, 2012 ~ 7%).

[) Guarantees given to third parties by the Group are as follows:

December 31, December 31,

2013 2012
auarantes letters given 48.044,722 39.685.554
Morigages and collaterals given 249.740.495 196.956.293
Total 297.785.217 236.641.847
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15, Provisions, contingent assels and labilities (continued)
Original currency TL. equivalent
December 31, December 31, December 31, December 31,
2013 2012 2013 2012
Guarantee letters given
TL 48.044.722 39.685.554 48,044,722 39.685.554
Morigages ang collaterals
given
EURO 30.811.687 37.613.669 90.478.519 88.456.065
Ush 57.286.240 55.415.965 122.287.365 98.784.499
TL 36.974.611 9.715.729 36.974.611 9.715.729
297.785.217  236.641.847
) Ag of December 31, 2012, the ongoing legal disputes filed against the Company and its

fe
Ry

14,

subsidiaries by third parties is amounting to TL 8.806.437 (December 31, 2012 — TL 2.769.131 ).

In the consolidated financiai statements the Company booked provision amounting to TL
8.906.437 (December 31, 2012 - TL 2.753.509) for the legal disputes. The Company
management does not estinmate any cash outflows for other ongoing cases.

As of December 31, 2013 the Company filed lawsuits amounting to TL 22.593.560 (Ruble
348.773.703) against Kovcheg.

Muk Enerji Eleldrik Uretim A.S has given gas purchase commitment {o its gas supplier and
could not meet this commitment as of December 31, 2013, Although per agreement the
Company may purchase the remaining part in 2014 and 2015, if both sides come to an
agreement for these years, the supplier issued an invoice amounting to TL 3.750.877 for related
remaining gas amount as of January 24, 2014, The Company has protested this invoice and
was sued by the supplier. According to the Company and lawyers the probability of winning the
case is higher than losing it, so no provision is accounted by the Company in line with TAS 37.

As of December 31, 2013, total amount of checks and notes endorsed to third parties is TL
40.716.803 {December 31, 2012 — TL 94.564.300).

Heserves relaled o emplovee benefiis

Laong ferm empiovee benefits

Recember 31, December 31,

2013 2012

Prowvision for severance pay 14.005.866 13.743.200
Provision for seniority incentive bonus 3.397.412 3.463.266
Froviswon for unused annual leave 1.031.463 1.364.611
18.434.741 18.571.077
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16. FReserves relaied to employee benefils (continued)

in the period ended December 31, 2013 and 2012, the movement of provision for seniority incentive
bonus is as foliows:

December 31, December 31,

2013 2012

1 January 3.463.266 2.993.500
Current year provision 265.683 765.045
Faymenis (331.537) (295.279)
3.397.412 3.463.266

Heserve for severange pav;

There are no agreements for pension commitments other than the legal requirements as explained
Dalow,

Under the Turkish Labor Law, the Group is required to pay termination benefits to each employee who
has completed one year of service and whose employment is terminated without due cause, or who is
calied up for military service, dies or retires after completing 25 years of service (20 years for women)
and achieves the retirement age.

The payable amount consists of one month's salary limited to a maximum of TL 3.254 for each year of
service as of December 31, 2013 (December 31, 2012 - TL 3.034).

The liability is not funded, as there is no funding requirsment. The provision has been calculated by
estimating the present value of the {uiure probable obligation of the Company arising from the retirement
of the employees.

The CMB Accounting Standards require actuarial valuation methods to be developed to estimate the
enterprises’ obligation under defined benefit plans. Accordingly, the following actuarial assumptions were
used in the calculation of the total liability:

Becember 31, December 31,

2013 2012

Discount rate (%) 4,09 3,43
Turnover rate o estimaie the probability of retirement (%) 99 99

Fhe principal assumption is that the maximum liability for each year of service will increase in line with
iidlation, Thus, the discount rate applied represents the real rate after adjusting anticipated effects of
islation,

Heserve calculation for severance pay of the Group is based on the severance pay ceiling valid on
balance sheet date. As of January 1, 2014, the severance pay liability ceiling is increased to TL 3,438
Glanuary 1, 2003 - TL 3.128).
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16, Heserves related to emplovee benefits (continued)

The movement of reserve for severance pay of the Group as of December 31, 2013 and 2012 is as

follows:
December 31, December 31,
2013 2012
January 1 13.743.200 11.790.708
Interast expense 1.181.915 1.179.071
Current period service cost 2.541.501 . 4.599.097
Fayments (3.243.841) (3.387.255)
Actuarial loss / (gain) (216.900} (438.421)
Pecember 31 14.005.866 13.048.070
17, Uther assels and liabilities
&, COther current assets
Pecember 31, December 31,
2013 2012
YAT receivables 23.312.417 14.534.435
Job advances 26.402 118.723
FPersonnel advances 41300 79.6800
Oiher 587.731 106.148
23.967.850 14.838.906
B Prepaid expenses
December 31, December 31,
2013 2012
Advances given 51.670.299 26.085.616
Frepaid expenses 4,944,103 4.491.101
56.615.102 30.556.717
December 31, December 31,
2013 2012
Acdvances given 1.449.010 26.375.590
Frepaid expenses 39.408 62.613
1.488.418 26.438.203
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17. (Other assets and lizhilities (continued)

. Assels classified as held for sale

December 31, December 31,

2013 2012

Residertial property 2.138.890 7.320.285
tmpairment (835.427) -
Muh Ay (%) - 700.000
1.303.463 8.020.285

{Y  The Company sold shares of its subsidiary, Nuh Ay Lid. Sti. with TL 700.000 nominal value for a
value of TL 19.381.8900 and resulting profit amounting to TL 18.691.900 from this sale is

accounted under income from invesirment activities (Note 22).

d. mvestmeni properties

December 31, December 31,

2013 2012

Janvary 1 79.825.804 55.591.012
Transter from tangible asseis 6.824.277 -
Transfer {o iangible assels - (2.665.083)
Current year depreciation (697.867) {574.471)
Current vear construction cosis 48.299.713 27.474.346
December 31 134.251.827 79.825.804

A3 of December 31, 2018 fair value of mall building, 2 hotel buildings and congress center, which are
carried with net cost value of TL 128.629.228 in the consolidated financial statements, is determined
&g TL 265.239.533 using discounted cash flow method by independent valuation experts. Besides, fair
value of the land carried with net cost value of TL 5.622.599 is determined as TL 40.000.000.

(61)
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18 Eouily
&) Share Capiial

As of December 31, 2013 and 2012, the share capital of the Company consists of the following:

January 31, 2013 January 31, 2012
Name Share Share

percertage Share value percentage Share value
Nuh Ticaret ve Sanayi A.S. 43,73% 65.688.407 43,73% 65.688.407
Partag Tekstil Ing. San.ve Tic. A.3. 15,84% 23.8944.048 15,94% 23.944,048
Oiher (%) 40,33% 60.581.145 40,33% 60.581.145
150.213.600 150.213.600

Share capital adjusiments (*%) 39.338.1456 30.338.145

Total share capital 182.551.745 189.551.745

Represents iotal of shareholdings less than 5%.

“Adjustment to share capital” represents the restatement effect of cash and cash equivalent
contributions o share capital measured in accordance with the CMB Financial Reporting
Standards, “Adjustment {o share capital’ has no use other than being transferred to paid-in
share capiial,

)
()

The Company is subject to authorized capital system. The paid-in capital amounts to TL 150.213.600
consisiing of 150.213.600 shares of TL 1 nominal value each.

The capiial adjusiment differences may be used in free capital increase or loss deduction.
Furthiermore, the inflation adjustment differences arising from legal reserves bearing no annotation to
cisable profit distribution may be used in profit distribution.

{by  Resbricted ressives

45 of December 31, 2013 and 2012, the restricted reserves consist of the legal reserves.

According to Turkish Commaercial Code, legal reserves are classified as First Legail Reserve and
Second Legal Reserve:

a) First legal reserve: Appropriated out of the statutory profits at the rate of 5%, until the total
reserve reaches a rmaximum of 20% of the Company's share capital.

i) second legal reserve: Appropriated out of the net profit at the rate of 10% of distributions after
providing for First Legal Reserve and an amount egual to 5% of capital as dividends.
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18, Eguity (continued)

Historicad values of legal and extraordinary reserves in the statutory financial statements are as follows:

December 31, December 31,

2013 2012

Legal reserves 135.043.405 130.171.061

Esxtraordinary reserves 295.122.716 276.213.368

Tokl 430.166.121 406.384.429
Dividends distribuied during year based on previous year's net

neome per staiutory financial siatements 48.080.628 48.068.351

Chividend paid per share (TL} 0,32 0,32

(e} Hetained earnings

“Paid-in Capital, Issue Premiums and Resiricied Reserves” are recognized over the totals stated in the
iegal books, and the differences arising upon valuations made in accordance with TAS/TFRS are
associated with the retained earnings/accumulated losses. Retained earnings/accumulated losses
other than the net profit for the period, are staied in the “Retfained Earnings” account together with the
exiraordinary reserves regarded in essence as retained earnings/accumulated losses.

Dividend distribution

Listed companies distribute dividends according to the Communigue numbered 11-19.1 and published
on danuary 23, 2014 in the Official Gazeite.

L.ompanies distribute dividends according to dividend policy determined by the General Assmbly and
relevant legislation procedures. Within the scope of the Communigue a minimum distribuiion rate has
not been determined. Dividends may be paid in equal or different installments. Besides, dividends may
be paid in advance by using profit in the interim financial statemenis.

According to TCC, unless required reserves and determined dividend have been allocated, no other
reserves or dividends may be distribuied.

#Accumulated losses of companies including previous year's earnings, related premiums, legal
reserves, share capital inflation adjusiments are taken info account as deduction in calculation of
nurrent year distributable net income,

In orgler io distribute dividends e owners of preferred shares, board members and others who are not
shareholders i sjhould be specified i the articies of association. The rate, if not specified in the
zriicles of asscciation, can not excesd 25% of the rate used for distribution io shareholders.

zhare capital inflation adjustment differences and historical value of extraordinary reserves can be
used for free capital increase, cash dividend distribution or loss deduction. If share capital inflation
adjustment is used for cash dividend distribution, it will be subject to corporation taxation.

Legal and siatutory reserves are shown with statutory values. In this context share capital inflation
adjustment differences, which are not subject o capiial increase or dividend distribution, are
associated to retained eamings.
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18,  Eouity (continued)

d) Forelgn currency translation differences

A3 of December 31, 2013 foreign currency translation differences are related to the Company’s share
in the foreign currency translation diiferences of the associates accounted under equity method (Note

11).

19, Sales and cost of sales

January 1 -~ January 1 —

December 31, December 31,

2013 2012

Domestic sales 857.097.855 821.029.186
Expori sales 108.898.118 83.429.148
Cher sales 61.658 {1.900.084)
Sales returns () (30.654) (1.799.896)
Sales discounts {-) {342.278) {593.195)
Uiher decuctions () (2.075.148) {2.786.813)
963.609.551 807.378.346

January 1 - January 1 -

December 31, December 31,

2013 2012

Cost of goods sold 601.024.246 636.196.050
Lost of merchandises sold 101.204.539 83.092.825
Cost of services sold 16.935.803 14.116.881
Cosi of other sales 3.049.183 3.410.483
722.213.771 736.816.239
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28, Expenses by nalure

January 1 - January 1 —
becember 31, December 31,
2013 2012
General production expenses and change in finished goods
and work in progress 563.940.382 592.466.558
Fersonnel expenses 64.252.269 58.955.836
Denreciation and amoriization expenses {Note 11) 57.147.374 54.435.271
Cisourced services 50.282.36¢2 49.960.582
Subconiractor labor expenses 19.995.179 19.956.666
Sales transportation expenses 38.530.808 34.650.963
Other operating expenses 13.581.773 20.385.613
Taxes and duiies 3.115.257 5.201.095
810.845.911 836.012.584
Cost of sales 722.213.773 736.794.364
Selling, marketing and distribution expenses 41,942,881 56.676.990
General and administrative expenses 46.665.826 42.525.807
Fesearch and development expenses 23.431 15.423
810.845,911 836.012.584
Personnel expenses
For the years 2013 and 2012, the allocation of personnel expenses is as follows:
January 1 - January 1 —
December 31, December 31,
2013 2012
General and administrative expenses 24.041.945 18.161.426
Cost of sales and inventory 35.096.048 36.640.874
Seliing, marketing and distribution expenses 5.114.276 4,144,536
64.252.269 58.955.836
For the years 2013 and 2012, employee benefils consist of the following:
January 1 - January 1 -
December 31, December 31,
2013 2012
Wages and salaries 51.755.528 44.433.047
5K employer coniributions 7.796.502 7.161.566
Other social benefils 1.820.272 1.266.431
Employes teymination henefils 2.514.284 5.339.747
Seniority incentive paymenis 265.683 765.045
64.252.269 58.955.836
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21. Other operating income and expense

{ither operating income

December 31, December 31,
2013 2012
Foreign exchange gains 35.947.252 1.771.333
insurance income due to damages 3.492.806 1.754.990
Hediscount Income 735.165 7.830.434
HReversal of provisions for doubtiud receivables 219.081 1.050.620
Other 743.820 5.656.168
41,138.124 18.063.545
Cither operating expense
December 31, December 31,
2013 2012
Foreign exchange losses 29.288.100 7.668.288
Provisions
- Frovigion for doubtful receivables (Note 8,9) 42.482.189 2.903.535
Frovision for litigation {Note 15) 6.152.928 1.371.669
Provision for goodwill impairment (Note 14) 5.843.774 -
ldie capacity expenses 1.400.327 10.493.629
Rediscount expense 3.866.536 3.928.368
Other 6.251.288 4.976.633
05.285.743 31.342.122
22, Income/Expenses from investnent activities
ocome from investment activities
December 31, December 31,
2013 2012
Gain on sale of subsidiaries (%) 18.691.200 -
Rent income 10.590.816 7.539.205
Gain on sale of fixed assels 27.8563.365 2.487.717
Other 23.920 40.875
57.170.001 10.067.797

(") Ruh Ay Lid, 84, subsidiary of the Company with a nominal value of TL 700.000 was sold for TL
19,391,900 and %75, T 14.0118.925, of the profit amounting to TL 18.691.800 TL will not be
distiibuted to shareholders and will be accounted in a special fund account until the end of the

fifth year after the sale.
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22, Income/Expenses from investment activities (continued)

Expenses from investment activities

December 31, December 31,

2013 2012

Loss on sale of subsidiaries (%) 16.349.269 -
Provision for impairment of subsidiaries (Note 6) 2.500.000 -
Gain on sale of fixed assets 64.840 2.696.356
18.914.108 2.696.356

M As a result of board of direciors of Nuh Enerji dated December 12, 2013; Pamuk Elektrik Uretim
Ticaret Ltd. Sii. in which Nuh Enerji owns 100% shares has been soid to Haldiz Ingaat
Otomotiv ve Ticaret Lid. Sti. with a price of TL 8.200.000. Sales loss amounting fo TL

16,348.288 has been recognized.

23, Financial income and expense

Financial income

December 31, December 31,

2013 2012

Fareigh exchange gains 10.686.643 24.550.811
Interest income 3.699.399 6.406.986
14,386.542 30.857.787

Financial expense

December 31,

December 31,

2013 2012

Foreign exchange losses 39.585.018 5.459.601
Interest expenses 16.282.195 21.535.433
55.867.214 26.995.034

94, Tox assets and Habiliiles

al Corporation tax

The Group is subject to taxation in accordance with the tax regulation and the legislation effective in

Turkey.

in Turkey, the corporate tax rate is 20% (2012 - 20%). This rate is applicable to the tax base derived
upon sxemptions and deductions stated in the tax legislation and by addition of disallowable expenses
i the commercial revenues of the companies with respect fo the tax legisiation. Corporate tax is
required to be filed by the twenty-filth day of the fourth month following the balance sheet date and
waxes must be paid in one installment by the end of the fourth month.



#uh Chmento Sanayi A.5. and its subsidiaries

fotes to the consolidated financial statements
for the vear ended December 31, 2013 {continued)
{Curreney - amounts expressed in Turkish Lira {TL) unless oiherwise indicated.)

24, Tax asseis and liabilllies {continued)

The tax legislation provides for a temporary tax of 20% {2012 - 20%) to be calculated and paid based
on earnings generated for each quarier. The amounts thus calculated and paid are offset against the
final corporate tax lability for the year.

Caorporaie tax losses can be carried forward for a maximum period cf 5 years following the year in
which the losses were incurred. The tax authorlties can inspect tax returns and the related accounting
records for a refrospective maximum petiod of five years.

15% withholding applies to dividends distributed by residenit real persons, those who are not liable to
income and corporation tax, non-resident real persons, non-resident corporations {excluding those
that acquire dividend through a permanent establishment or permanent representative in Turkey) and
non-resident corporations exempted from income and corporation tax. Dividend distribution by
resident corporations to resident corporations is not subject to a withholding tax. Furthermore, in the
eveni the profit is not distribuied or included in capital, no withholding tax shall be applicable.

Turkish tax legislation does not permit a parent company and its subsidiaries to file a consolidated tax
return. Therefore, tax Habilities, as reflected in these consolidated financial statements, have been
calcuiated on a separate-entily basis. As of December 31, 2013 and 2012, current income tax
payables have been ofiset against the prepaid taxes in entity basis but such offset amounts have
been classiiied in gross basis in the consolidated financial statements. Prepaid taxes and corporate
tax provision have been demonstrated as follows:

December 31, December 31,

2013 2012
Current income tax provision (32.334.278) (15.751.926)
Frepaid taxes 22.867.908 13.803.128
Tay labilities (9.466.370) (1.948.798)

The breakdown of consolidated tax expense for the years ended December 31, 2013 and 2012 is as
follows:

January 1 - January 1 —

Cecember 31, December 31,

2013 2012

Deferred tax income/{expense) 3.391.527 (2.481.332)
Corporaie tax (32.334.278) (15.751.926)
Total tay expense {28.242.751) (18.233.258)

{58)



Hish Gimento Sanayl A.3. and its subsidiaries

Metes to the consolidated financial statements
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24, Tax assets and liabilities (continued)

b} Deferred Tax

Temperary differences creating a basis for deferred iax assets / liabilities, deferred tax income /
expenses and deferred tax calculations are as follows:

Total temporary differences

Deferred tax asset/ {liability)

December 31, December 31, December 31,  December 31,
2013 2012 2013 2012
Adiustment of rediscount on receivables 2.639.149 (944.749) 527.830 (188.950)
Provision for doubtful receivables 18.808.466 16.177.914 3.761.693 3.235.583
Linused investment incertives 124.912.577 128.007.832 1.573.746 1.485.202
Tax loss carry forward 115.523.968 47.144.670 23.104.794 9.428.934
Frovigion for severance pay 14.005.866 13.743.200 2.801.173 2.748.640
Frovision for unused vacation pays 1.063.253 4.250.180 212.653 850.036
Provisicon for seniority incentive premiums 3.997.412 3.463.266 679.482 692.653
Provision for land restoration costs 5.486.720 6.486.720 1.297.344 1.297.344
impairment in financial assels 167.196 129.949 33.439 25,990
Frovision for litigations 2.385.000 - 477.000 -
Rediscount for payable balances and notes given {1.018.301) {1.932.627) (203.860) (386.525)
t.oen discount {313.323) (405.116) (62.665) (81.023)
Temporary differences in tangible and intangible assets (112.927.107)  (108.560.381) (22.744.434) (21.874.410)
Tamporary differences in inventories 2,875.425 2.039.998 575.085 407.998
Frovision for gas purchases - 1.795.912 - 350.182
Provision for deferred tax asset (74.561.130) {29.128.322)  (14.912.226) (5.825.664)
Frovision for unused invesiment incentives (108.861.695) - (1.474.142) -
Total temporary differences {6.417.514) 82.268.446 {4.353.088) (7.815.010)
Deferred tax asse! 10.836.515
Daferred tax Hability (15.189.603)
Cetarred tax Hability, nei (4.353.088)

The movement of deferred tax liahbility for the years ended December 31, 2013 and 2012 is as follows:

December 31, December 31,

2013 2012

January 1 {7.815.010) (5.333.678)
Lurrent year deferred tax income/(expensa) 3.444.326 (2.522.396)
Liher comprehensive deferred tax income (52.799) 41.064
{£.423.483) (7.815.010)




Nuh Glmento S8anayl 4.8, and its subsidiaries
Motes to the consolidated financial siatemenis

for the year ended December 31, 2013 (continued)
{(Gurrency - amounts expressed in Turkish Lira {TL) unless otherwise indicated.)

4. Tax assets and Habilities {(continued)

The reconciliation of profit before tax to corporate income tax is presented below:

January 1 - January 1 —

December 31, December

2013 31, 2012

Frodit before income tax provision 117.086.145 82.515.926
fncorne tax expense at effective tax raie %20 {23.417.229) (16.503.185)
Change in provision for tax losses (9.086.562) (4.365.030)
Gain/loss effect of investments valued using equity method 4,335.462 4.618.807
Exemption of the gain on subsidiary sale (Note 22) 2.803.785 -
Other permanent differences (3.578.207) (487.327)
Total tax axpense {28.942.751) (10.580.947)

28, Earnings per share

Earnings per share are calculated by dividing net profit by the weighted average number of shares that
have been outstanding during the year.

Companies can increase their share capiial by making a pro rata disiribution of shares (Bonus Shares)
1o exisiing shareholders without consideration for amounts resolved io be transferred to share capital
rom retained earnings. For the purpose of the earnings per share calculation such Bonus Share issues
are regarded as stock dividends. Dividend payrents, which are immediately reinvested in the shares of
ihe Company, are regarded similarly.

tarnings per share are determined by dividing net income of the shareholders by the weighted average
number of shares that have been ouistanding during the related year.

December 31, December 31,

2013 2012

Net income for the year 87.912.452 64.260.793

Weighted average number of ordinary shares 150.213.600 150.213.600
(Ti. 1 nominal value per share)

Earnings per share {TL) 6,59 0,43

Eesides, the Company paid dividends of 0,32 TL per share in current period (December 31, 2012 -
0,32 TL),



buh Clmento Sanayi A5, and its subsidiaries
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for the yvear ended December 31, 2013 (continued)
{Currency - amotnts expressed in Turkish Lira (TL) uniess otherwise indicated.)

28, Helsted party disclosures

Short ferm trade receivables from related parties consist of the following:

December 31,

December 31,

2013 2012
Kovcheg Lid.(1) 7.717.490 8.677.794
Trade Pori 2.604.848 2.604.848
Cirnpas Cimento Ingaat Miz. Paz. A.S. (2) 862.006 1.617.323
duh Cement BG Jsc (1) 1.787.636 1.284.797
SPA SPCC (4) - 877.698
Cementos Esfera (2) 13.107 9.811
Torgoviy Port Lid, (1) 307.126 234.935
iMuh Gimento Egditim ve Saghk Vakii (5) 87.457 79.173
#uh Beton LLC (3) 599.727 861.171
13.979.397 16.247.550

Frovision for doubtiul receivables
Kovcheg Lid. (7.717.490) (7.519.732)
Trade Port (2.604.548) (2.604.848)
3.657.052 13.642.702

Feceivables from related pariies are receivables derived from the sales of cement, supplies and fixed

assets to related parties.

Shart term other receivables from relared parties.

December 31,

December 31,

2013 2012
Hovcheg Lid, (1) (%) 23.898.325 16.387.978
kuh Cimento Egitim ve Saghk Vaidh {(4) 2.754.426 2.992.630
Nuh Beion LLC (3) 115.346 92.375
26.768.087 19.472.983
Frovision for doubtiul receivables

Hovcheg Lid. (23.858.325) -
2.869.772 19.472.983

') Loans, including interesis, provided by the Company or subsidiaries to affiliates

Yo Joint veniures

y  Financial investments of company
3} Subsidiaries

Y Afiiliate of a subsidiary

)

Shoit ferm payables o related pariies:

None (December 31, 2012 - None).

Foundaiion which was established by ihe Company with the decision of Council of Ministers.
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for the year ended December 31, 2013 (continued)
{Currency - amounts expressed in Turkish Lira (TL) unless otherwise indicated.)

26, Related party disclosures {continued)

in 2013 and 2012, sales fo related parties consist of the following:

December 31, December 31,
2013 2012
SPASPCC (1) - 1.958.195
Cimpas Cimento Ingaat Mlz Paz. A.S. (2) 2.481.065 4.345.860
Muh Cement BG Jsc (1) 2.162.481 2.757.877
Muh Beton LLC (3) 1.216.944 -
Kovcheg.(1) 243.659 1.886.744
Muh Cimento Egitim ve Saghk Vakii (3) 7.020 31.138
6.821.169 10.979.814

In 2013 and 2012, purchases from refated pariies consist of the following:
December 31, December 31,
2013 2012
Cimpas Cimento Ingaat Miz. Paz. A.5.(2) 61.168 102.007
Muh Cement BG Jsc (1) - 8.152
Forghal 2.596.295 -
2.657.463 110.159

In 2013 and 2012, interest income from related parties consists of the following:

December 31,

December 31,

2013 2012

Muh Beton — Torgoviy Port Lid. (1) 301.065 17.403
Fovcheg (1) 344,124 1.018.651
645.189 1.036.054

{1y Jdoint ventures
{2} Financial investments of company

{3} Foundation which was established by the Company with the decision of Councit of Ministers.

Ae of December 31, 2013, remuneratons provided to top managing executives of the Group such as
GEO, members of the Board, General Manager and Depuly General Managers amount to TL

£.716.355 (December 31, 2012 - 4.652.079 TL).
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Motes o the consoclidated financial statements

tor the year ended December 31, 2013 {(corntinued)
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27 Nature and level of risks arising from financial instruments

The Gioup is exposed o a variety of financial risks, including the effects of changes in debt and equity
market prices, foreign currency exchange rates and interest rates. These risks are market risk (including
foraign currency risk and interest raie risk), credit risk and liquidity risk. The Group's overall risk
management program focuses on the unpredictability of financial markets and seeks to minimize
potential adverse effects on the financial performance of the Group. The Financial and Risk
Management Board holds monthly meetings for the purpose of implementing a risk efficient
management at the Group wide. In this meeting, the Group’s financial performance and its commercial
and financial risks are evaluated.

Erredit risk

Ownership of financial assets involves the risk ihat counterparties may be unabie to meet the terms of
their agreements. These risks are monitored by limiting the aggregate risk from any individual
counterparty (excluding related parties) and by receiving guarantees from customers when considered
necessary. Credit risk of the Group mainly arises from trade receivables. The Group manages this risk
that may arise from its dealers or from other customers by restricting the credit limits determined for the
dealers according the amount of guarantees received. Credit limits are regularly monitored by the Group
and the customers’ credit quality are regularly evaluated by considering the customer’s financial position,
nast experiences and other factors.

Trade receivables are evaluated by the Group Management based on their past experiences and current
economic conditions and are presenied net value after deducting provision for doubiful receivables in the
consolidaied financial statements (Note 7).

Trade receivables Other receivables
Retated Other Related Other Bank
Decembiar 31, 2013 party party party party deposits  OGther (1)
Maximum credit risk exposure as of reporting date
{ArBaD) 3.657.088  234.301.517 2.8669.772 6.330.807 28,742,329 7.068.789
- Mimdmum risk secured by guarantess (2) - {118.109.250) - - - -
A. Mot ook value of financial assets neither
overdus nor impaired 2.657.059  201,384.241 - £.330.807 2B.742,329 7.068.788

B, Mot book value of financial assets of which
contitions are negotinted, otherwise
considered as impaired or overdue - - - - - -

. Mot hook value of assels overdus but not
impaired

« Seeured portion by guarantecs, ele

{3, Het ook walue of impaired assels

32.007.276  2.869.772 -
(23.923.141) .

P T R B
s 0 E 1 3
L T T I |

- Overdue {pross book value) 72.286.995 - -
- lapairment («} (Note 7} (72.206.905) - -
- et value under guarantee - - -
Trade receivables Other receivables
Related Other Related Cther Bank
Begembar 31, 2012 party pary Party pany deposits Other (1)
endmurm credit risk exposure as of reporiing dae
(A EC+D) 13,642,702 244100983 18.472.983 4.757.028 14712569 9.382.563
| vm nsk secered by guaraniees (2) - {110.023.853) - - - -
A, Wet ook value of financial assets netber overdue
nar impaired 7.034.525 225682187 - 4757.028 14.712.568  9.382.563
3. MNet book velue of nancal assets of which
canditions are negotiated, othenvise considered
an impalred or overdus - - 16.475.811 - - -
3. Net book value of asseis overdue but pot impaired B.618.177 18.418.796 2.993.072 - - -
- Sgcurad porlion by guaranices, etc - {2.083.832) - - - -
0. Nat book value of impaired assets - - - - - -
- Overdue (gross book value) - 27.272.216 - - - -
- tmpaiment {-) (Note 7) - (27.272.216) - - - -
- Hetvalue under quaranise - - “ B - -
13 Compiise checks reseived and other cutrent assels which are included in cash and cash equivalents.

{2 Guarantees received fully comprise letter of guaraniees,

(63)
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27, Nature and level of risks arising from financial instruments (continued)

Credit risk

Aging analysis of the receivables which are overdue but not impaired is as follows:

Trade Other
December 31, 2013 Receivables (%) receivables
1-30 days past due 12.945.980 -
1-3 months past due 9.828.553 -
312 months past due 12.480.668 -
15 vears past due 1.074.911 2.869.772
More than § vears past due - -
36.330.112 2.869.772

Secured portion by guaraniees (-} {23.923.141)
Trade Other
December 31, 2012: Receivables (*) receivables
1-30 days past due 12.115.068 -
1-3 months past due 10.732.492 -
3-12 months past due 1.847.391 16.479.811
1-5 years past due 542.023 2.993.072
Mors than 5 years past due - -
25.036.974 19.472,983

Secured poition by guaraniess (-) (2.083.832)

"} The amount of TL 25.520.876 (December 31, 2012 — TL 16.054.071) are receivables from

related comparnies.

The credit visk of the Group is mainly atiributable to its trade receivables.

Cverdue trade receivables are evaluaied by the Group management taking into account the past
experiences and the cusrent economic outlook, and are presented in the consolidated balance sheet
net value after necessary provisions for doubtful receivables are deducted. The cheques received
classified under liguid assets and maiuring earlier than the balance sheet date are shown as “Other”.

Licuidity risic

Phe Group Management does not foresee any risk related to recoverability of its receivables other
than the provisions provided for (Nate 7).

Frudent iquidity risk management includes maintaining sufficient cash and marketable securities, the
availability of funding frem an adequate amount of committed credit facilities and the ability to close

oui markef positions.

Ownership of financial assets involves the risk ihat counterparties may be unable to meet the ierms of
their agreements. These risks are monitored by limiting the aggregate risk from any individual
counterparty {excluding related parties} and by receiving guarantees from customers when considered

NECESSalY.
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27.  Nature and level of risks arising from financial instruments (continued)

The ability to fund existing and prospective debt requirements is managed by maintaining the
availability of adequate commiited funding lines from high quality lenders.

As of December 31, 2013 and December 31, 2012, maturities of gross trade payables and financial

Habilities are as follows:

December 31, 2013:

Total cash
outflow per Beiween
agreement Lessthan3 32-12 month Between Over 5
Matuwrities per agreements Boolk value (=lellllVY))  months (1) (I} 1-5 vear (I} years (IV)
NMon-derivative financial liabilities
Bank loans (M 250.620.621 312.982.025 30.002.352 85.658.233 173.202.699 29.518.741
Total Between
expected  Less than 312 Beiween Over 5
Expected maturilies Book value cash outflow 3 months month 1-5 year years
Honwderivative financial liabilties
Trade payables T6.850.813 77.918.114  77.919.114 - - -
Lecember 31, 2012:
Tote! cash
ouiflow per Between
agreement Lessthan3 3-12 month Between Over b
FMatundes per agreemenis Book vaiue (=l +Y)  months (1) () 1-5 year (1) years (V)
Hon-derivative financial habiliies
Eank foans{”) 342.669.093 2656.223.004 188.254.679 21.909.709 109.414.279 45.645.237
Between
Total expected Less than 3-12 Between Over 5
Expacted maturities Book value cash outilow 3 months maonth 1-5 year years

ron-derivaiive Tfinancial liabilties
Trade payables

ol

4.781.541 76.714.169

nterest rate risk

76.541.628 172.641

The interest position as of December 31, 2012 and 2012 is as follows:

December 31, December 31,
2013 2012
Financial Instruments with fixed nterest rates
Tirme deposits, denominated in TL 27.803.152 12.950.841
Time deposils, denominated in forgign currencies - -
Bank loans, denominated in TL 132.656.709 130.879.527
Bank loans, denominated in foreign currenciss 39.002.619 81.300.270
Financizl instruments with variable interest rates
Bank loans, denominated in TL - -
Bani loans, denominaied in foreign currencies 118,271,894 130.489.295



Muh Gimento Sanayi A.S, and iis subsidiaries

Notes o the consolidated financial statemenis
ior the year ended December 31, 2013 (continued)
{Curreney - amounts expressed in Turkish Lira (TL) unless otherwise indicated.)

27, Nature and level of risks arising {rom financial instruments (continued)

As of December 31, 2013, if the variable interest rate in USD and Euro were higher / lower by 50
basis points when all other variables remained constant, the profit before tax would have been
iower/higher by 344.653 TL (December 31, 2012 — TL 351 .687).

As of December 31, 2013 and 2012, there are no financial instruments denominated in TL with
varighle interesi,

Forelgn curreney risk

A3 the short and long term loans are denominated in foreign currency, the payments to be made in
foreign currency leads to a foreign currency risk at times when changes in foreign exchange are
against the Turkish Lira. Furthermore, the Group is exposed to foreign exchange risk through the rate
changes at the translaiion of foreign currency denominated liabilities to [ocal currency since the Group
irades with foreign companies. These risks are monitored and limited through analysis of the foreign
currency position. The Group follows a policy of diversifying its foreign currency position in order to

manage the foreign currency risk that may arise due to future operations and recognized assets and
lizbilities,
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Muh Cimento Sanayi A.S. and its subsidiaries

Notes to the consolidated financial statemenis
for the year ended December 31, 2013 (continued)
{Currency - amounts expressed in Turkish Lira (T1) unless otherwise indicated.}

27. Nature and level of risks arising from financial instruments (continued)

The following table dernonstrates the sensitivity to a possible change of 10% in the U.S. Dollars, Euro
and other exchange raies, with all other variables heid constant, on the Group’s income before tax as
of December 31, 2013 and 2012:

December 31, 2013 December 31, 2012
Praofitfioss Profit/loss
Vaiue increase Value decrease Value increase Value decrease
in foreign in foreign in foreign in foreign
currency currency currency currency
in case 10% appreciation of USD against TL:
1~ USD net asset/liability {10.624.052) 10.624.052 (13.384.257) 13.384.257
2- Amount hedged for USD risk{-}
3- USD net effect (1+2) {10.624.052) 10.624.052 (13.384.257) 13.384.257
in case 10% appreciation of EUR against TL:
4- EUR net asset/liabitity {3.185.334) 3.185.334 (4.229.436) 4,229,436
5- Amount hedged for EUR risk (-}
8- EUR net effect {4+5) (3.185.334) 3.185.334 (4.229.436) 4.229.436
in case average 10% appreciation of other
currencies against TL
7- Qther currency net asset/liability 197.182 (197.182) 175.183 (175.183)
3- Arnount hedged for other currency sk (-)
- Other curtency rates net effect (7+8) 197.182 (197.182) 175.183 (175.183)
Total {(3+6+9) (13.612.204) 13.612.204 {17.438.510) 17.438,510

Capitel sk management

For proper management of capital risk, the Company aims;

© ic maintain continuity of operations so as to provide earnings to pariners and henefits to other
shareholders
& to increase profitability through determining a service pricing policy that is commensurate with

the levetl of risks in the market.

The Group determines the amouni of share capital in proporiionate to the risk level. The equity
struciure is arranged in accordance with the economic outiook and the risk features of assets.

The Group monitors capital management by using the debt/equity ratio. This ratio is calculated by
dividing the debt, net, by the tolal share capital. The net debt is calculated by deducting the value of
cash and cash equivalents from the iotal debi (the sum of short and long term fiabilities stated in the
consolidaied staiement of financial position). The iotal share capital is the sum of all equity items
stated in the consolidated statement of financial position.



Muh Climente Sanayi A.9. and its subsidiaries

Neoies to the consolidated financial statements
for ihe vear ended December 31, 2013 (continued)
{Currency - amounts expressed in Turkish Lira (TL) uniess otherwise indicated.)

27. MNature and level of risks arising from financial instruments (continued)
December, 31 December 31,
2013 2012
Total debt 290.020.621 342.669.093
Lass: Cash and cash equivalents (35.891.779) (24.212.874)
Met debt 254,128,842 318.456.219
Total equity $92.320.188 851.695.110
Total debtfequity ratio %28 %37

28, Financial instruments (fair value explanations and disclosures within the framework of
hedge accourding)

Fair velue is the amount at which a financial instrument could be exchanged in a current transaction
hetween willing parties, other than in a forced sale or liquidation, and is best evidenced by a quoted
markei price, if one exists,

The carrying armounis of foreign cuirency denominated monetary assets which are translated at year
end exchange rates are considered o approximate their fair values.

The catrying values of cash and cash equivalents including bank deposits, cheques received and
cther cash equivalenis are estimated 1o be at their fair values since they have short term maturities
znd have little impairment risk.

The carrying value of rade receivables which are both discounted and provided provision for doubtful
recelvables are estimaied io be at their fair values.

The falr values of short and Jong-ierim bank borrowings are assumed to approximate their book values
which are calculated by adding the acorued inierest as of the balance sheet date (calculated by
effective interest rate method) on the principle.

Discounted values of trade payables are assumed to approximate their respective carrying values.

28, Gther matters which are significant o the financial statements or which should be

dizclosed for the purpose of true and feir inferpretstion of the financial staiemenis

Blone,



