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A.D. Metal Industry ALFA-PLAM Vranje

1.1. BALANCE SHEET

Balance sheet

As at June, 30" 2013 in RSD thousands
Amount
Current
ITEM EDP year Previous year
1 2 3 4
ASSETS
NON CURRENT ASSETS
A. |(002+003+004+005+009) 001 1.723.797 1.777.825
I. JUNPAID SUBSCRIBED CAPITAL 002
Il. [GOODWILL 003
1. INTANGIBLE ASSETS 004 4.567
PROPERTY, PLANT & EQUIPMENT and
IV.|BIOLOGICAL ASSETS (006+007+008) 005 1.717.990 1.776.854
1 |Property, plant &equipment 006 1.716.957 1.775.804
2 |Investment property 007 1.033 1.050
3 [Biological assets 008
LONG TERM FINANCIAL
V. |INVESTMENTS (010+011) 009 1.240 971
1 |Investments in Equity 010 628 206
2 |Other long term investments 011 612 765
B. |CURRENT ASSETS (013+014+015) 012 4.499.947 4.292.314
I. INVENTORIES 013 1.513.149 1.224.992
NON CURRENT ASSETS HELD FOR
SALE & ASSETS ATTRIBUTABLE TO
Il. IDISCONTINUED OPERATIONS 014
SHORT TERM RECEIVABLES,
INVESTMENTS & CASH
11.](016+017+018+019+020) 015 2.986.798 3.067.322
1 |Receivables 016 820.126 778.013
2 |Overpaid tax receivables 017
3 [Short term financial placements 018 2.065.335 2.176.902
4 |Cash and cash equivalents 019 63.222 29.337
5 |Value added tax and accruals 020 38.115 83.070
I1l.|DEFERRED TAX ASSETS 021 29.740 29.740
C. |[BUSINESS ASSETS (001+012+021) 022 6.253.484 6.099.879
D. |LOSS EXCEEDING CAPITAL 023
E. [TOTAL ASSETS (022+023) 024 6.253.484 6.099.879
F. |OFF-BALANCE SHEET ASSETS 025 645.060 844.639
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Balance sheet (continued)

As at June, 30" 2013

in RSD thousands

LIABILITIES
CAPITAL (102+103+104+105+106-107+108-109-
A. | 110) 101 | 5.195.527 5.046.970
I. | INITIAL CAPITAL 102 | 1.217.288 1.217.288
Il. | UNPAID SUBSCRIBED CAPITAL 103
I1l. | RESERVES 104 711.449 711.449
IV. | REVALUATION RESERVE 105
V. | UNREALISED GAINS FROM SECURITIES 106 264 20
VI. | UNREALISED LOSSES FROM SECURITIES 107 2.654 36
VII. | RETAINED EARNINGS 108 | 3.347.510 3.195.413
VIIl | LOSS 109
IX | TREASURY SHARES 110 78.330 77.164
NON CURRENT PROVISIONS &
B. | LIABILITIES (112+113+116) 111 | 1.057.957 1.052.909
I. | LONG TERM PROVISIONS 112 91.750 91.750
II. | LONG TERM LIABILITIES (114+115) 113 132.379 131.854
1 | Long term borrowings 114 132.379 131.854
2 | Other long term liabilities 115
SHORT TERM LIABILITIES
. | (117+118+119+120+121+122) 116 833.828 829.305
1 | Short term financial liabilities 117 263.599 436.738
Liabilities attributable to assets held for sale and
2 | discontinued operations assets 118
3 | Trade payables 119 505.716 336.950
4 | Other short term liabilities and accruals 120 61.385 54.872
5 | Liabilities for VAT and other public revenues 121 3.128 745
6 | Income tax payable 122
IV. | DEFERRED TAX LIABILITIES 123
C. | TOTAL LIABILITIES (101+111+123) 124 | 6.253.484 6.099.879
D. | OFF-BALANCE SHEET LIABILITIES 125 645.060 844.639
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1.2. INCOME STATEMENT

Income Statement

From 01.01.2013. up to 30.06.2013. in RSD thousands
ITEM EDP Current year Previous year
1 2 3 4
A. OPERATING INCOME AND EXPENSES
OPERATING INCOME (202+203+204-
. 205+206) 201 1.815.969 1.860.351
1 | Sales 202 1.571.523 1.629.616
2 | Work performed by the entity and capitalized 203
3 | Inventories-Value increase 204 244.400 230.692
4 | Inventories-Value decrease 205
5 | Other operating revenue 206 46 43
1. OPERATING COSTS (208 do 212) 207 1.693.593 1.634.197
1 | Purchase costs of merchandise sold 208 3.852 1.323
2 | Cost of materials 209 1.122.546 1.083.992
Cost of salaries, fringe benefits and other
3 | personal expenses 210 347.112 335.476
4 | Depreciation and provisions 211 84.107 84.194
5 | Other operating costs 212 135.976 129.212
1. OPERATING INCOME (201-207) 213 122.376 226.154
v. OPERATING LOSS (207-201) 214
V. FINANCE INCOME 215 103.384 61.361
VI. FINANCE COSTS 216 52.603 15.564
VIl. | OTHER INCOME 217 1.515 1.787
VIIl. | OTHER EXPENSES 218 22.575 9.619
OPERATING PROFIT BEFORE TAX
IX. (213-214+215-216+217-218) 219 152.097 264.119
OPERATING LOSS BEFORE TAX
X. (214-213-215+216-217+218) 220
NET PROFIT ATTRIBUTABLE TO
XI. DISCONTINUED OPERATIONS 221
NET LOSS ATTRIBUTABLE TO
XIl. | DISCONTINUED OPERATIONS 222
PROFIT BEFORE TAX
B. (219-220+221-222) 223 152.097 264.119
LOSS BEFORE TAX
C. (220-219+222-221) 224
D. INCOME TAX
1 | Income tax expense for the period 225
2 | Deferred income expense for the period 226
3 | Deferred tax income for the period 227
E. BENEFITS PAID TO EMPLOYER 228
F. NET PROFIT (223-224-225-226+227-228) 229 152.097 264.119
G. NET LOSS (224-223+225+226-227+228) 230
NET PROFIT ATTRIBUTABLE TO
H. MINORITY INTEREST 231
NET PROFIT ATTRIBUTABLE TO
l. EQUITY HOLDERS OF THE PARENT 232
J. EARNINGS PER SHARE
K. BASIC EARNINGS PER SHARE 233 1 2
L. DILUTED EARNINGS PER SHARE 234
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1.3. CASHFLOW

Cash Flow Statement

From 01.01.2013. until 30.06.2013. in RSD thousands

A. CASH FLOWS FROM OPERATING ACTIVITIES

Cash generated from operations (1 to
) 301 2.274.372 1.631.690
1 | Sales and advances received 302 2.274.326 1.614.660
2 | Interest from operating activities 303 16.987
3 | Other inflow from operating activities 304 46 43
Cash outflows from operating activities
Il. | (1toh) 305 2.230.105 1.816.598
1 | Payments and prepayments to suppliers 306 1.724.547 1.430.486
Salaries, fringe benefits and other
2 | personal expenses 307 347.112 325.916
3 | Interest paid 308 6.641 1.524
4 | Income tax paid 309
5 | Payments for other public revenues 310 151.805 58.627
Net cash inflow from operating
I11. | activities (1 - 11) 311 44.267
Net cash outflow from operating
IV. | activities (11 - 1) 312 184.908

B. CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from investing activities (1 to

. |5 313 165.363 385
1 | Sale of shares/stakes (net inflow) 314
Proceeds from sale of intangible assets,
2 | PPE 315 385
3 | Other financial investments (net inflow) 316 111.566
4 | Interest received 317 53.797
5 | Dividends received 318
Cash outflows from investing activities
1. | (1t03) 319 35.999 41.912
1 | Purchase of shares/stakes (net outflow) 320
o | Purchase of intangible assets, property,
plant and equipment and biological assets 321 35.999 41.912

3 | Other financial investments (net outflow) 322
Net proceeds from investing activities (I
1. | -1 323 129.364

Net outflow from investing activities (Il
V. |-1) 324 41.527
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C. CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from financing activities (1 to

. |3 325

1 | Capital stock increase 326
Proceeds from long term and short term

2 | borrowings (Net) 327

3 | Other long term and short term liabilities 328

Cash outflows from financing activities

I1. | (1to4) 329 175.288
1 | Purchase of treasury shares and stakes 330 3.540
Long term, short term and other
2 | liabilities(net outflow) 331 171.748
3 | Financial Lease 332
4 | Dividends paid 333
Net proceeds from financing activities
| (-1 334
Net outflow from financing activities
V. | (11-1) 335 175.288
D. | TOTAL PROCEEDS (301+313+325) 336 2.439.735 1.632.075
E. | TOTAL OUTFLOW (305+319+329) 337 2.441.392 1.858.510
F. | PROCEEDS NET (336-337) 338
G. | OUTFLOW NET (337-336) 339 1.657 226.435
CASH AT THE BEGINNING OF
H. | ACCOUNTING PERIOD 340 29.337 214.817
FOREIGN CURRENCY GAINS ON
TRANSLATION OF CASH AND
l. CASH EQUIVALENTS 341 35.542 44,180
FOREIGN CURRENCY LOSSES ON
TRANSLATION OF CASH AND
J. | CASH EQUIVALENTS 342 15.475
CASH AT THE END OF
ACCOUNTING PERIOD
K. | (338-339+340+341-342) 343 63.222 17.087
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14.

STATEMENT OF CHANGES IN EQUITY

Statement on changes in equity

From0L01.2013, unil 30.06.2013, inRSD thousands
2 . - 8 . 9 E 0 - To 0 g
: § (R |8 |3 S I 3| T O - - B S S I
p = Bel o lg | |G i e 88 | g5 | [Be| |Ex| |Ee Sa
=2 i | 83 |3 |4, 20 s | AE| |80 | (3R |58 |3t |BY
DESCRIPTION  |EDP| 4 |EOP| 28 |EP| 3Q |mP| § |mP §§ 0P| 55 (MR olmp| cOER| o2 || B |mP| %y |mP| S5 (EP| T3
g 2 24 8 ¢ g9 g | 88 | g6 Sa| |S¢| |35 |85
e || ¢ H R §e 8|Sl | T | lsg| |Es |F | &
SLLs | SE L EL LG || e || E LEE [ | o|gE| |EE| | s | |E
6 G K i b 58 - H 4 ]
1 2 3 4 5 b 1 9 10 il Y 3 1
1 Balance as at L January of
previous year QL[ LATL2A0) 414 | 21609 427 40 453 | 492.827) 466 197.166] 479 49 505 | 1962.191] 518 51 54| 4030518] 557
2. Adjustments of material errors
and changes in accounting
polcies occurred in previous
year - Increase 02 415 8 41 15 467 40 493 506 519 532 545 558
3, Adjustments of material errors
and changes in accounting
polcies occurred in previous
year - Decrease 403 416 429 4 45 168 Ll 4 507 520 533 546 559
4. Restated opening balance as
at 1 January of previous year
(1+23) 04| LITLA0) 407 216004 430 43 456 | 492807) 469 197.166] 462 4% 508 | 1962191] 521 53 547 | 4039518 560
5. Totalincrease in previous
jear 405 418 20954 431 4441 18622] 457 | 200000 470 8 2] 4% 3| 509 | 1233222 52 53 | TTI64 58| 1404618 61
6. Total decrease in previous
year 406 4191200000 432 45 45 {1l 197.166) 484 47 510 523 5% 549 | 397.166] 562
7. Balance as at 31 December of
previous year (4+5-4) 47| LITL240) 40 d0dg) 438 45| 18622) 459 | e%8u| an 5] W[ 48 35I| 3195413 5M 537 | T1164] 550 | 5.046.970] 563
8. Adjustments of material errors
and changes inaccounting
policies occurred in current year
Increase 408 n ] u 40 m 18 9 52 55 538 51 564
9. Adjustments of material errors
and changes in accounting
polcies occurred in current year
Decrease 409 12 1% LIt 461 {7 %7 50 513 526 539 552 565
10. Restated opening balance as
at 1 January of current year (7+8
0 H0| L1200 43 d60dg) 436 49| 1862 462 | 69287] 475 W8] W[S0L| 3514 | 319413 50 50 | T1164] 553 | 5.046.970] 566
11, Total increase incurrent year| 411 i a1 ) 18 41 49| 244502 2618 55| 152097 528 SL| LI66| 554 | 14B56T] 567
12, Total decrease in current
year 412 1% 13 41 164 47 490 503 516 529 52 55 568
13. Balance as at 30 June of
current year (10+11-12) A3 ] L1200 6] 46048 439 45| 18622) 465 | 692821] 478 91 264 504 | 2654 517| 3347510 530 543 | TB330] 556 | 5196501 569
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1.5.

GENERAL INFORMATION OF THE COMPANY

Full company name:

A.D. Metal Industry ALFA-PLAM Vranje

Short name of company is:

ALFA-PLAM AD

Headquater, street and number:

Vranje, Radnicka 1.

Identification number: 07137923
VAT.NO.: 100402750
Activity code: 2752

Reg.No.: BD 39336/2007
Director: Kosti¢ Goran
Number of employee: 780

Phone nember: 017/421-121

Fax: 017/424-808
Email address: firma@alfaplam.rs
Websait: www.alfaplam.rs

160-7007-07 Banca Intesa ad Belgrad
330-6001380-22 Credit Agricole Bank
275-0010221807082-07 Societe general bank AD
165-27880-19 Hypo Alpe Adria bank Ad
115-1867-87 KBC Banka ad Belgrade

Current account:

Our main business is the production of heating devices on solid, liquid and gaseous fuels, electric
cooker, and a combination of solid-fuel-electricity-gas and electricity. Products of "ALFA-PLAM" are
primarily intended for households.

According to the quantity of production, placement and quality, we are a leading manufacturer of
heating devices in Serbia and Southeast Europe, and are among the top 5 producers in Europe.

Today, production realized in 5 technical and technological unit, according to product groups, such as:
Solid fuel furnaces and stoves;

Fireplaces;

Gas furnaces;

Stoves, furnaces and fireplaces for floor heating;

Electric and combined cookers

Our total annual production is more than 160.000 units. The range of production is permanently
expanding, according to the needs of the market, and all in order to improve the quality of production, we are
introducing new technologies that guarantee the quality that is confirmed by ISO standard. All our products
have specific domestic and international certificates, which fully meet the strict requirements for the
placement on the EU market. Alfa-Plam sells its products on domestic market (45%) and in Eurpean
markets. The main foreign markets are the ex-Yu republics (Bosnia and Herzegovina, Macedonia,
Montenegro, Slovenia and Croatia), Germany, ltaly, Austria and Poland, and others.

Currently, Alfa-Plam employs 780 employees.
Managing body of the company is the Board of director.

The Board of Directors consists of seven members, of which 2 are executive, 4 non-executive and one
independent.

Board of directors:

11
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Zoran Cicak the chairman, non-executive director
Goran Kosti¢ managing director, executive director
Branislav Popovié¢ executive director
Miroljub Aleksié¢ non-executive director
Marija Suboti¢ non-executive director
Igor Markicevi¢ non-executive director
Kostadin Popovic¢ independent director
Company backgound:

1948.- City craft-service company ,,Metalac* was founded in Vranje. It was consisted of locksmith,
blacksmith, electrics, calc, wheelwright and sheet metal workshop. Company produced pots, water
buckets, pan and furnaces called "drummers," as well as products made according to clients’ wishes.
1950. — ,,Metalac* employes 58 people.

1959. — Company ,,Metalac* has launched a galvanizing plant . Plant empoyes four new workers,
who put black sheet metal buckets in chemicals and then in zinc which was heated in large cauldron
by oil.

1960. — Comapny plans production and galvanization of 100.000 buckets.

1962. — Metal Packging factory was built In the industrial district of Vranje and it changes its
production program in consumer goods. Name of the factory is Technical devices Industry “Alfa —
Vranje” and it employs 87 workers.

1964. — “Alfa — Vranje” wins gas furnace production “Feniks 1407, and plans other consumer goods
production (electric dryer, wash machine, furniture and locksmith). Factory employs 300 workers.
“Feniks 150007, gas furnace for floor heating, was exposed to Belgrade Techniques Fair.

1965. — ,,Metalac™ gets appropriate space in industrial area in Vranje, near Alfa after 16 years of
working in inadequate conditions.

1965. — "Metalac" after 16 years of work in bad conditions, gets adequate space in an industrial area
of Vranje, in addition to "Alpha". The company specializes in the execution of all trades and metal
assembly works in construction.

1970th - Winning production of gas stoves
1980th - Association of manufacturing plants in the firm "Alfa-Metalac"

1989th - Change the name of "Alfa Plam™ and a new company logo

1992nd - Winning products for floor heating

1998th - The introduction of ISO 9001 quality system

2002nd - Commissioning of the latest line of enamelling. Shares "Alfa-Plam" listed on the BSE.

12
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2003 rd - Total production 164,000 heaters. Started serial production of the new stoves for central
heating, solid fuel "Alfa Term 20". In Vranje, opened the first showroom where the entire product
range of manufacturers was exhibited.

2005th - replacement equipment in enameling sector Il. An investment in value of EUR
1,500,000, realized from its own funds

2006th - purchased laser machine for perforation and punching of sheet metal, made tools for new
stoves and ovens, and completed Phase Il of construction work at the sector I, Investments from
its own funds in the amount of about 1,500,000 EUR.

2007th - The value of one share on the stock market reached the maximum amount of 527.77
EUR (at the middle rate). Conquered the production of pellet stoves by the Italian technology for
known foreign buyer. The company has 960 employees.

2008" - Introduced new technology with full equipment for wet paint in Plant 2, a new line of
cutting sheet metal and purchased installed presses. Total investment from its own resources is
around 1,200,000 EUR. Made in marketing project management function to further improvement
of market position of the company. Company adopted a new logo and slogan: "Alfa-Plam" -
Safety and Warmth!

2009th - acquired robotic welding machines, lines for longitudinal and transverse cutting sheets, 2
machines for bending, hydraulic presses and other valued at approximately 500,000 EUR. The
company has 880 employees.

2010th - Acquired laser maschine for cutting and punching sheet metal. Started serial production
of solid fuel stoves for central heating "Alfa Term 27". The company buys in Vranje, in close
proximity to their seats, 12,500 m2 constructed production and warehouse space and
approximately 13,000 m2 of land. Dividend payment to shareholders for the year, which is the
tenth consecutive year.

2011™ — Production of pellet stoves, purchased eccentric presses and line for electorstatic email
aplication, equipment for waste water tretment, gas analyzer.

2012" - Reconstruction of administration building, new steel plate grinding machinery, new
enamel application machinery, making the foundation for the vehicular scales and weighbridges,
change in top management, the total department reorganisation, the new departmenthas been
formed — marketing department, staff recruitment, acquisition of own shares

13



A.D. Metal Industry ALFA-PLAM Vranje

1.6. BASIS OF PREPARATION OF FINANCIAL STATEMENTS

The financial statements have been prepared in accordance with the regulations of the Republic
of Serbia based on the Law on Accounting and Auditing ("RS Official Gazette", no. 46/2006 and
111/2009), which provides the International Accounting Standards (IAS) and international Financial
Reporting Standards (IFRS) as the basis for the preparation and presentation of financial statements.

Decision of the Minister of Finance of the Republic of Serbia (No. 401-00-1380/2010 - 16 of 25
October 2010) was produced translation of basic texts IAS or IFRS, as issued by the International
Accounting Standards by 1 January 2009. year, as well as interpretations issued by the Committee for
the interpretation of accounting standards by 1 January 2009. year. The Company is assessing the
impact of changes to IAS and IFRS standards and interpretations on the financial statements.
Amendments of existing IAS and IFRS standards and interpretations, replacing existing IAS new one,
which came into effect from 1 January 2009. year, and the application of new interpretations became
effective in 2010. , have not led to significant changes in accounting policies or material impact on the
financial statements in the period of initial application. Despite the fact that many of these changes are
not applicable to the Company, the Company's management does not express an explicit and
unreserved statement of compliance with IAS financial statements and IFRS applicable to the periods
presented in the accompanying financial statements.

The financial statements are prepared in accordance of historical cost concept and the going
concern principle Society.

The financial statements are presented in the format prescribed in the Regulations on the content
and form of financial statements for companies, cooperatives, other legal entities and entrepreneurs
("Fig. Gazette of RS", no. 114/2006, 5/2007, 119/2008, 2 / 2010 and 101/2012), which differ from the
presentation of certain amounts as required under IAS 1 "Presentation of Financial Statements".
Because of that, these financial statements do not fully comply with IAS and MSF. According to the
Law on Accounting and Auditing of financial statements include: balance sheet, income statement,
cash flow statement, statement of changes in equity and notes to the financial statements and the
statistical annex.

These financial statements are stated in thousands of RSD, unless otherwise is not indicated.
RSD is the functional and official currency of the Company. All transactions in currencies other than
the functional currency are treated as transactions in foreign currencies.

In the preparation of these financial statements company applied the policies od accounting
described in Note 3, which are in conformity with the accounting and tax regulations of the Republic
of Serbia.

1.7.  OVERVIEW OF SIGNIFICANT ACCOUNTING POLICIES

1.7.1. Use of estimates

The preparation of the financial statements in accordance with 1AS and IFRS and accounting
regulations valid in Republic of Serbia requires the Company's management to make estimates and
assumptions that affect the amounts reported in the financial statements and notes to financial
statements.

These estimates and assumptions are based on information available at the balance sheet date.
Actual results could differ from those estimates, with estimates reviewed periodically.

14
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The most significant estimates relate to the determination of impairment of financial and non-
financial assets, recognition of deferred tax assets, the determination of provisions for legal disputes
and defining the assumptions necessary for the actuarial calculation of employee benefits for
retirement, and the same are disclosed in the respective accounting policies and / or notes to the
financial statements.

1.7.2. Foreign currency translation and accounting treatment of foreign exchange gains
and foreign currency clause

Items included in the financial statements of the Company valued by using the currency of the
primary economic environment in which the company operates (the functional currency). The
financial statements are stated in thousands of RSD, which is the functional and official currency the
Company.

All assets and liabilities denominated in foreign currencies at the balance sheet date are
translated into RSD at the official exchange rate foreign exchange of the National Bank of Serbia valid
on that date. Business transactions in foreign currencies during the year are translated into RSD at the
official exchange rate of the National Bank of Serbia valid on the date of the transaction.

Positive and negative exchange rate arising from the translation of assets and liabilities
denominated in foreign currencies and transactions during the year are recorded in the income
statement as financial income or financial expenses.

Positive and negative effects of agreed clauses related with foreign receivables and liabilities
incurred by applying the agreed rate, shall also be stated as financial income or financial expenses.

1.7.3. Business income

Income from sales are included in the amount invoiced, ie. the sale until the end of the
accounting period, provided that it is created on that date debtor - creditor relationship and the invoice.
Revenue is measured at the fair value of consideration received or receivable taking into account the
amount of any trade discounts and volume rebates approve by the Company. The difference between
the fair value and the nominal amount is recognized as interest income.

Income from sales is recognized when all conditions are satisfied:

a) the Company has transferred to the buyer the significant risks and benefits from
ownership;

b) management of the Company does not hold or continuing managerial involvement to
the degree usually associated with ownership nor effective control over the goods sold;

c) when it is possible to reliably measure the amount of revenue;

d) it is probable that the transaction will be accompanied with a flow of economic benefits
to the Company and

e) when the costs incurred or to be incurred in respect of the transaction can be measured
reliably.

Revenues from services rendered are recognized to the stage of completion at the balance sheet.

1.7.4. Business expenses

The overall business expenses include: cost value of sold goods, costs of materials, costs of
salaries, benefits and other personnel expenses, costs, amortization and provisions, costs of production
services, and intangible costs.

The basic elements and principles of expense recognition are:

a) Expenses are recognized and stated when a decrease in future economic benefits related
to a decrease in assets or increase in liabilities can be measured reliably;
b) The charges are based on the direct link of expenses to revenues (going concern);

15
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c) When it is expected that the economic benefits will flow over several accounting
periods and the association with income can only be broadly or indirectly determined,
expenses are recognized on the basis of systematic and rational allocation;

d) Expenses are recognized when an expenditure produces no future economic benefits or
when, and to the extent that future economic benefits do not qualify, or cease to qualify
for recognition in the balance sheet as an asset;

e) Expenses are recognized in those cases where the liability is incurred without the
recognition of assets.

Cost of goods sold wholesale is set in the sales value of goods in bulk, minus the amount
determined by the difference in price and calculated the PDV included in the value of goods sold in
bulk.

Cost of goods sold at retail shall be in the amount of revenue from goods sold, net of the
amount determined by the difference in price, and the amount calculated PDV, contained in goods
sold at retail.

1.7.5. Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of a
qualifying asset form part of the cost/price of the asset. Other borrowing costs are recognized as an
expense.

1.7.6. Financial income and expenses

Financial income and expenses include income and expenses from interest (regardless of
whether they are overdue and whether paid or added to the amount of receivable or liabilities at the
balance sheet), income and losses from exchange differences, income and expenses from transactions
with the parent, subsidiaries and other related parties, and other financial income and expenses.

Dividend income is recognized as income in the year the same approved for payment.

1.7.7. Profits and losses

Profits represent increases in economic benefits, including income which occurs on sale of
fixed assets at values higher than their book value, unrealized profits on the sale of the securities
market (in the case of the evaluation of securities by their market values) and profit which arise from
increasing accounting value non curent assets because stopping conditions for the reduction in their
value.

Losses arising from the sale of assets at prices lower than their book value, on the disposal of
non write off of fixed assets from claims which may be wholly or partially reimbursed by insurance
companies and by applying the principle of decrease (Impairment of Assets).

1.7.8. Property, plant and equipment

Property, plant and equipment are tangible assets:
= that company hold for use in the production or supply of goods or services, for rental to
others, or for administrative purposes;
= they are expected to be used during more than one period, and
= with a single purchase price at the time of acquisition exceeds the average gross
earnings per employee, according to the latest data of the authority in charge of
statistics.
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Cost value / cost of property, plant and equipment is recognized as an asset if, and only if:
- It is probable that future economic benefits associated with the item will flow to the entity, and
- The cost value / cost of the asset can be measured reliably.

Purchases of property, plant and equipment are recorded at cost value.

Cost value represents the invoiced value of the assets acquired, plus all attributable expenses
and the costs of bringing into use. Cost value of these assets produced in their own are direct costs and
indirect costs related to the investment.

After recognition as assets, property, plant and equipment they are stated at cost value or at cost
value decuted for accumulated depreciation and total impairment losses.

At each balance sheet date the Company assesses whether there is any indication that the asset
may be impaired. If any such indication exists, the Company estimates the amount that can be
recovered. If the recoverable amount of the asset is less than its book amount the book amount is
reduced to its recoverable amount and the amount of the impairment loss is recognized expense for the
period.

Subsequent expenditure relating to the already recognized property, plant and equipment is
attributed to the carrying amount of the asset if it is probable that the inflow of future economic
benefits to be greater than originally estimated rate of return of the asset and the purchase value / cost
of subsequent expenditure may utvrditii reliably.

The Company recognizes in the carrying value of certain property, plant and equipment the cost
of replacing some parts of these items, at a time when costs are incurred and when they met the criteria
for recognition under 1AS 16 - "Property, Plant and Equipment" (paragraph 7).

All other subsequent expenditure is recognized as an expense in the period incurred.

Property, plant and equipment ceases to be recorded in the balance sheet on disposal or when
the asset is permanently withdrawn from use and from its disposal expect no future economic benefits.

Gains or losses arising from the retirement or disposal is determined as the difference between
the estimated net proceeds from the sale and the carrying amount of the asset and are recognized as
income or expense in the income statement.

1.7.9.  Investment Property

Investment property is an apartment by the owner holds for earn rental income and not for use
in the production or supply of goods or services or for administrative purposes or sale in the ordinary
course of business.

Initial investment property carried at cost value price or cost. In the initial measurement, the
purchase costs are included in the asset's value or cost price.

After initial recognition, investment property is measured per purchase value price or cost less
any accumulated allowance for impairment depreciation.

1.7.10. Amortization

Depreciation calculation is performed from the beginning of the month following the month
when the asset is put into use.

Depreciation is calculated on the proportional method, using rates which are determined based
on the estimated useful life of the assets.

The basis for the calculation of the depreciated cost.

Useful life and depreciation rates are reviewed periodically and, if expectations are based on
new estimates significantly different from the previous, calculation of depreciation costs for the
current and future periods are corrected.

Method of calculating amortization applied is reviewed periodically and there has been a
significant change in the expected pattern in which economic benefits from these assets, the method is
changed to reflect the changed method. When such a change is a method of calculating depreciation is
necessary, then it is accounted for as a change in accounting estimate and calculate depreciation for the
current and future periods are corrected.

The depreciation rates for the principal classes of property and equipment are listed below:
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Buildings 40-50 year 2,00 do 2,50%
Production equipment 7-15 year 7,00 do 15,00%
Cars and trucks 10-14 year 10,00 do 15,50%
Office equpment 10-20 year 5,00 do 10,00%
Computer equipment 3-5 year 20,00 do 30,00%

The calculation amortization for tax purposes is determined in accordance with the Law on
Corporate Income Tax of the Republic of Serbia and the Regulations on the Classification of fixed
assets into groups and the method of determining depreciation for tax purposes, resulting in deferred
taxes.

1.7.11. Impairment of Assets

In accordance with adopted accounting policy, the Company's management checks at each
balance sheet date whether there are indicators of loss of property value. In the event that such
indicators exist, the Company estimates the recoverable amount of assets.

The recoverable amount is determined as the higher of net selling price and value in use. The
net selling price is the amount obtainable from the sale of assets in a transaction between two
independent parties, reduce for selling expences, and value in use is the present value of estimated
future cash flows that are expected to arise from the continuing use of the asset through its economic
lifetime and sales at the end of its useful life. The recoverable amount is assessed for each separate
asset or, if not possible, for the cash-generating unit to which the asset belongs. Where the carrying
amount exceeds the estimated recoverable amount, the asset value is reduced to its recoverable
amount. Impairment loss is recognized to the extent of the difference, as expenses in accordance with
MRS 36 "Impairment of Assets".

1.7.12. Supply

Supply of goods and materials are measured at cost. Cost value consists of all costs of purchase
of bringing the inventories to their present location and condition. The costs of purchase of inventories
comprise the purchase price, import duties and other obligations (other than those which the Company
may subsequently recoverable from tax authorities), and transport, handling charges, and other costs
that are directly attributable to the acquisition. Discounts, rebates and other similar items are deducted
in determining the costs of purchase.

Output of materials and goods is recorded using weighted average method.

Inventories of work in process and finished goods are measured at cost or net realizable value, if
lower. The cost includes all the costs of conversion and other costs incurred in bringing the necessary
inventories to their present location and condition, that is:

= Cost of direct labor;

= Cost of direct materials and

= Indirect and general production costs.

The value of work in progress and finished goods are not included, but an expense during the period:

= Anunusually large dispersion of materials, labor or other production costs;

= Storage costs, unless those costs are necessary in the production process before the next stage
of production;

= Administrative overhead expenses that do not contribute to bringing inventories to their
present location and condition, and

= Cost of sales.

Net selling value represents the estimated the sales value, reduce for selling cost and estimated
costs of completion (for work in progress). If the net realizable value of work in progress and finished
goods is lower than their cost, performed a partial write-down to net realizable value.

Charged to other expense shall be corrected suplly in cases where it is estimated to reduce the
carrying value of supply to their net realizable value. Damaged supply and inventory that does not
meet the standards are written off in full.
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Inventories of goods for resale are valued at the sale prices throughout the year. At the end of
the accounting period their value is adjusted to cost by an apportionment of the cost and value added
tax, calculated on an average basis, the value of supply hold at the end of the year and the cost of
goods sold.

1.7.13. Short term receivables

Short term receivables include receivables from customers - subsidiaries and other related
parties and other customers at home and abroad and sold products and services.

Short-term investments include other short-term investments with a maturity or sales within one
year from the date of commitment, or the balance sheet.

Short-term receivables are measured by the value of the original invoice. If the value of the
invoice is stated in a foreign currency are converted to the reporting currency at the average exchange
rate in effect on the date of the transaction. Changes in the exchange rate of the transaction date until
the date of receivables are recorded as exchange rate differences in income or expenses. Receivables
denominated in foreign currencies at the balance sheet date are translated at the middle exchange rate
of current NBS, and exchange rate differences are recognized as income or as expenses in the period.

Short-term investments that are not held for trading are measured at amortized cost, without
taking into account the intention of the company to hold them until maturity.

If it is probable that the Company will not be able to collect all amounts due (principal and
interest) according to the contractual terms for loans, receivables or held-to-maturity are carried at
amortized cost, loss or impairment due to unpaid debts.

Write-off of short-term receivables and investments for which there is a probability for inability
to pay performed indirect write-off, while in cases where the inability to collect certain and
documented, remission, in whole or in part, shall direct write-off.

1.7.14. Cash and cash equivalents

Cash and cash equivalents include cash in bank accounts, cash on hand and highly liquid
investments with original maturities of three months or less and that can be quickly convertible to
known amounts of cash and with an insignificant risk of changes in value.

1.7.15. Provisions, potential liabilities and potential sources

Provisions are recognized when the Company has a legal or constructive obligation as a result
of past events and it is probable that an outflow of resources to settle the obligation and when a
reliable estimate of the amount.

Provisions for retirement benefits and jubilee awards are measured at the present value of
expected future outflows using a discount rate that reflects the high-interest securities that are
denominated in the currency in which the benefits will be paid.

1.7.16. Compesation of employees

1.7.16.1. Taxes and contributions for social insurance

In accordance with the regulations that apply to the Republic of Serbia, the Company is obliged
to pay contributions to the state social security funds. These obligations include contributions paid by
the employee and the employer in an amount computed by applying the statutory rate. The Company
is also obligated to withhold contributions from gross wages, and on their behalf to transfer the
withheld funds to the appropriate state funds. The Company is under no obligation to employees upon
retirement pay fees that are the obligation of the pension fund of the Republic of Serbia. Contributions
on behalf of the employee and the employer are charged to expenses in the period in which they arise.
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1.7.16.2. Liabilities for retirement benefits and julilee awards

In accordance with the Labor Law ("Official Gazette" No. 61/05) and the general act of the
individual work, the Company is obligated to pay retirement benefits in an amount of 3 monthly gross
earnings by the employee of the month preceding the month to the payment of severance pay, which is
not to be less than 3 times the average gross salary paid by the Company in the month prior to the
payment of severance pay.

In addition, the Company is obligated to pay jubilee awards in the amount of one half to one and
a half the average monthly salary. Number of monthly salaries for jubilee awards is determined based
on the number of years an employee has spent in the company.

Calculation and expression of long-term liabilities for retirement benefits and jubilee awards by
the present value of expected future payments, based on actuarial calculation.

1.7.17. Income taxes
1.7.17.1. Curent income

Income tax is the amount calculated in accordance with the provisions of the Income Tax Law
("Fig. Gazette of the Republic of Serbia" no. 18/10). Income tax is calculated at the rate of 10% on the
tax base reported in the tax returns, reduce for used tax credits. Taxable base includes the profit
reported in the income statement, as adjusted in accordance with the tax laws of the Republic of
Serbia.

Law on Corporate Profit Tax, tax credits in assets entitled to a tax credit of 80% of the
investment with no restrictions on the tax calculated. The unused portion of the tax credit can be offset
against income taxes in future periods, but not for more than 10 years.

1.7.17.2. Deferred tax

Deferred income taxes are provided for temporary differences between the tax bases of assets
and liabilities and their book values. Currently current tax rate on the balance sheet date are used to
determine the amount of deferred taxes. Deferred tax liabilities are recognized for all taxable
temporary differences. Deferred tax assets are recognized for deductible temporary differences and the
transferred effects of loss and unused tax credits from prior years to the extent that it is probable that
there will be future taxable profits against which the deferred tax asset to be utilized.

Current and deferred taxes are recognized as income or expense and included in the net profit
for the period.

1.7.18. Distribution of dividends

Distribution of dividends to shareholders of the Company in the financial statements is
recognized as a liability in the period in which the dividends are approved by shareholders of the
Company.

If the dividend declared after the balance sheet date but before the financial statements are
authorized for issue, the Company which is not the case, the dividends are not recognized as a liability
at the balance sheet date, they do not meet the criteria of a present obligation in IAS 37 "Provisions,
contingent Liabilities and contingent Assets ". Such dividends are disclosed in the notes to the
financial statements in accordance with MRS 1 "Presentation of Financial Statements".
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1.7.19. Disclosure of related party

Distribution of dividends to shareholders of the Company in the financial statements is
recognized as a liability in the period in which the dividends are approved by shareholders of the
Company.

If the dividend declared after the balance sheet date but before the financial statements are
authorized for issue, the Company which is not the case, the dividends are not recognized as a liability
at the balance sheet date, they do not meet the criteria of a present obligation in IAS 37 "Provisions,
contingent Liabilities and contingent Assets ". Such dividends are disclosed in the notes to the
financial statements in accordance with MRS 1 "Presentation of Financial Statements™.

1.7.20. Financial risk management

The Company in its normal course of business to a different extent exposed to certain financial risks:
= Credit risk,
= Market risk (including currency risk Foreign currency risk, interest rate risk and price
changes) and
= Liquidity risk.
Risk management in the Company is focused on minimizing the potential negative impact on the
financial condition and operations of the unpredictability of financial markets.
Risk management is defined by the accounting policies.

1.7.21. Credit risk

Credit risk is the risk that one party to a financial instrument failing to discharge an obligation,
causing a financial loss on the other.

Credit risk arises from cash and cash equivalents, deposits with banks and financial institutions,
accounts of legal entities and individuals and commitments.

1.7.22. Market risk

The risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market prices. Market risk comprises three types of risk: currency risk, interest rate risk
and other price changes.

1.7.22.1. Risk of changes in foreign currency exchange rates

Currency risk is the risk of fluctuations in the fair value or future cash flows of a financial
instrument due to changes in exchange rates.

Currency risk (or foreign exchange risk) arises on financial instruments that are denominated in
foreign currency, that is in a currency other than the functional currency in which they are measured.

1.7.22.2. Risk of changes in interest rates

Risk of changes in interest rates is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in market interest rates.

Interest rate risk arises on interest-bearing financial instruments recognized in the balance sheet
(eg loans and receivables and debt instruments issued) and on some financial instruments not
recognized in the balance sheet (eg some loan commitments).
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1.7.22.3. The risk of price changes

The risk of price changes is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in market prices (other than those arising from interest
rate risk or currency risk), whether those changes are caused by factors specific to the individual
financial instrument or its issuer, or factors affecting all similar financial instruments traded in the
market

The risk of price changes occurring in financial instruments because of changes in, for example,
commodity prices or equity prices.

1.7.23. Liquidity risk

Liquidity risk is the risk that the company will have no difficulty in meeting obligations
associated with financial liabilities.
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1.8. BALANCE SHEET

1.8.1. Revenues from sales

2013. 2012.
RSD (000) RSD (000)
Domestic market
Revenues from sales of products other persons 552.447 774.054
Revenues from sales of goods other persons 2.190 1.601
Total 554.637 775.655
Foreign market
Revenues from sales 1.014.861 853.651
Revenues from sales of goods 2.025 310
In total 1.016.886 853.961
Total all 1.571.523 1.629.616
1.8.2. Incease/(decrease) in value of inventories
2013. 2012.
RSD (000) RSD (000)
Unfinished production at 31 December 70.473 32.125
Final products of 31 Desember 524.769 369.809
Less:
Unfinished production as at 30 June 70.473 30.960
Final products ad 30 June 769.169 601.666
In total 244.400 230.692
1.8.3. Other operating income
2013. 2012.
RSD (000) RSD (000)
Income from rent 46 43
In total 46 43
1.8.4. Cost of goods sold
2013. 2012.
RSD (000) RSD (000)
Cost of goods sold 3.852 1.323
In total 3.852 1.323
1.8.5. Cost of materials
2013. 2012.
RSD (000) RSD (000)
Cost of materials for making 1.058.778 1.017.420
Other materials (overhead) 18.512 17.471
Fuel and energy 45.256 49.101
In total 1.122.546 1.083.992
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1.8.6. Wages, salaries and other personnel expenses

2013. 2012.

RSD (000) RSD (000)

Cost of net earnings 281.537 276.272

Cost of net benefits 51.148 49.644

Compensation expense for service contract 42 136

Compensation expenses to members of management and 2.123 1.451
supervisory board

Other personal expenses and fees 12.262 7.973

In total 347.112 335.476

1.8.7. Depreciation and provision expense

Depreciation and provisions expenses include: depreciation of property, plant and equipment,

investment property and provisions in the following table:

2013. 2012.
RSD (000) RSD (000)
Amortization of buildings 17.622 16.191
Amortization of plant and equipment 66.468 67.986
Amortization of investment property 17 17
In total 84.107 84.194
1.8.8. Financial income and expenses
2013. 2012,
RSD (000) RSD (000)
Cost of produstion services
Transport costs 35.178 39.435
Maintenance costs 7.550 5.675
Costs on performance / 21
Rental costs 6.668 5.406
Fait costs 3.152 1.649
Marketing and adverising 1.734 1.549
Other services 16.797 17.477
Only 71.079 71.212
Intangible costs
Non-production services 30.913 32.087
Entertainment expenses 3.639 1.594
Insurance premimums 9.442 7.546
Payment transactions 4.168 2.484
Membership fees 1.601 1.561
Tax costs 7.561 5.221
Costs of contributions 17 1.451
Other intangible costs 7.556 6.056
Only 64.897 58.000
In total 135.976 129.212
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1.8.9. Financial income and expenses

2013. 2012.
RSD (000) RSD (000)
Financial income
Interest income 51.246 16.902
Interest income on other grounds 2.551 84
Foreign exchange gains 44.067 44.180
Income from foreign currency clause 5.221 /
Other financial income 299 195
In total 103.384 61.361
Financial expenses
Interest expense 5.178 89
Foreign exchange dirrerences 41.853 15.475
Losses from foreign currency clause 5.562 /
Other financial expenses 10 /
In total 52.603 15.564
1.8.10. Other income and expenses
2013. 2012.
RSD (000) RSD (000)

Other income
Recovery of bad debts 705 188
Income from subsequently received rabates 362 741
Other incomes 26 512
Gain on sale of equipment / 326
Income from debt write -off / 20
Income received from shares 422 /
In total 1.515 1.787
Other espenses
Losses from previous years 317 91
Expenses of litigation 56 240
Subsequently approved buyer rebate / 9.214
Expenditures for humanitarian, cultural, health and others 4.179 65
purposes
Losses from sale of materials 35 /
Other specified expenses / 9
In total 4.587 9.619

2013. 2012.

RSD (000) RSD (000)

Losses on impairment of assets
Losses from loan 17.988 /
In total 17.988 /
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1.8.11. Income taxes

Profit tax is done at the rate of 15% in accordance with the tax regulations, separately for
commercial and capital sub-balance. Performs the harmonization of individual items of revenue and
expenditure and the tax base is reduced by the losses of previous years and income from dividends and
shares in the profits of legal entities residents. Calculated income tax is reduced by the tax relief on tax

incentives (investment in fixed assets ...).

1.9. BALANCE SHEET

1.9.1. Intangible assets
2013. 2012.
RSD (000) RSD (000)
Intangible assets
Intangible assets — program for computers 4,567 /
In total 4.567 /

1.9.2. Property, plant and equipment and biological assets

Description Cost of value Amortization Present value
1 2 3 4

Land 63.140 / 63.140
Buildings 1.058.289 17.622 1.040.667
Plant and equipment 436.652 66.468 370.184
Investment property 1.050 17 1.033
Property, plant, equipment in

preparation 4.004 / 4.004
Advances for property, plant and

equipment 238.962 / 238.962
In total: 1.802.097 84.107 1.717.990

1.9.3. Equity investments in capital

Equity investments in capital are long-term financial investments (ordinary or preference)

shares and bonds of companies, banks and insurance companies.

Equity investments in capital are stated:

- according to purchase value method, in which the investor states its investment at cost. The
investor recognizes income only to the extent in which it receives its share of the distribution

of undistributed net investment income of the user, which occurs after the date on which the
investor acquired. Part of the distribution which is received in an amount greater than such
proceeds shall be deemed return on investment and is recorded as a reduction of cost of the

investment.

- Inaccordance with IAS 39, as described in section 3 (1.

Equity investments in capital relating to shares (equity) in:

26




A.D. Metal Industry ALFA-PLAM Vranje

2013. 2012.
RSD (000) RSD (000)
Other companies and other securities available for sale
Commercial Bank 84 63
AIK bank 2.225 2.225
Univerzal bank 92 128
Department store Niksicanka 422 /
Regional agency for economic development 30 30
Minus: Allowance for equity 2.225
In total 628 2.446
1.9.4. Other long-term investments
Other long-term investments include:
2013. 2012.
RSD (000) RSD (000)
Other long-term investments 612 995
In total 612 995
1.9.5. Supplies
2013. 2012.
RSD (000) RSD (000)
Material 601.454 791.577
Spare parts 32.425 26.295
Tools and fixtures
1.760 634
Work in progress 70.473 34.940
Finished products 769.169 597.687
Goods 14.311 10.923
Advances 23.557 21.578
In total 1.513.149 1.483.634
1.9.6. Receivables
2013. 2012.
RSD (000) RSD (000)
Receivables from sales
Domestic buyers 154.009 415.282
Foreign buyers 812.732 857.121
Less: Allowance for impairment 151.612 5.828
Only 815.129 1.266.575
Other receivables
Interest receivables 4.812 /
Receivables from employees 185 170
In total: 4.997 170
In total: 820.126 1.266.745
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1.9.7. Short-term investments

2013. 2012.
RSD (000) RSD (000)

Short-term investments
Short-term consumer loans and trade union 1.254 1.722
Short-term loans to legal entities 185.058 110.390
Other short-term investments 1.879.023 747.622
In total: 2.065.335 859.734

Other short-term investments

» Fixed-term in foreign currency

Amount in Converted amount of EUR on 30.06.2013.
Name of bank EUR official average exchange rate of NBS-
114,1715
KBC bank 8.930.000,00 1.019.551.495,00
Hypo-alpe-adria bank 4.550.000,00 519.480.325,00
Eurobank EEG 877.900,00 100.231.159,85
Erste bank 2.100.000,00 239.760.150,00
In total: 16.457.900,00 1.879.023.129,85
1.9.8. Cash and cash equivalents
2013. 2012.
RSD (000) RSD (000)
In RSD:
Current business account 37.027 8.854
Checkout(foreign currency, RSD, checks) 504 503
Total 37.531 9.357
In foreign currency:
Foreign currency account 25.691 7.730
All 25.691 7.730
In total 63.222 17.087
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1.9.9. Value added tax and AVR

2013. 2012.
RSD (000) RSD (000)
Value added tax
Claims for the value added tax on other grounds 5.361 /
Advance tax on value added 30.538 30.406
Accruals
Other accurals 2.216 4,964
In total: 38.115 35.370
1.9.10. Deferred tax assets
2013. 2012.
RSD (000) RSD (000)
Deferred tax assets 29.740 21.448
Net deferred tax assets 29.740 21.448
1.9.11. Equity
Equity is includes of:
Share capital 2013. 2012,
RSD (000) RSD (000)
Share capital 1.171.240 1.171.240
In total 1.171.240 1.171.240

Share capital consists of 174 812 ordinary shares with a nominal value of 6700.00 RSD
Share capital - ordinary shares include founding and operating the issued shares with voting
rights, the right to a share of the profit on the part of bankruptcy estate in accordance with the

Memorandum of Association, or the decision on the issue of shares.
Adjustment with the Central Registry of Securities Depository.
Adjustment with the Agency for commercial registers.

1.9.12. Other capital

2013, 2012.

RSD (000) | RSD (000)
Other capital 46.048 216.111
In total: 46.048 216.111

29



A.D. Metal Industry ALFA-PLAM Vranje

1.9.13. Reserves

Reserves are consisting of

2013. 2012.

RSD (000) RSD (000)

Issue premium 18.622 /
Legal reserves 131.738 131.738
Statutory and other reserves 561.089 361.089
In total 711.449 492.827

Share premium represents the positive difference between the sale value of the shares and their
nominal value.

Legal reserves are necessarily formed until 2004, so that each year the profit allocating at least
5%, while reserves have reached at least 10% of the capital, later formed the basis of the general laws
of the Company.

Statutory and other reserves are reserves that are established in accordance with the general
laws of the Company.

1.9.14. UNREALIZED GAIN-LOSS ON SECURITIES AVAILABLE FOR SALE

2013. 2012,

RSD (000) RSD (000)

Unrealized gains on securities available for sale 264 /
Unrealized losses on securities available for sale 2.654 /

1.9.15. RETAINED EARNINGS

2013. 2012.

RSD (000) RSD (000)

Profit from previous years 3.195.413 1.962.191
Profit for the financial year 152.097 264.119
In total 3.347.510 2.226.310

1.9.16. Acquired own shares

The decision to acquire its own shares or other securities issued shareholding company by the
Board of Directors on 18.09.2012., decision no. 7237.

The Company will acquire its own shares on the regulated market - BSE in order to prevent
disturbances in the securities market and prevent a greater and direct damage to the Company;

The Company will own all the shares acquired in accordance to this Decision, to alienate or
canceled no later than one year from the date of acquisition.

The Board of Directors believes that the Company's stock price at the moment does not reflect
the fair value of the company, and there is a risk that due to non-economic causes and reasons that are
not related to the operations there until the fall of the value of shares, and therefore the value of the
company by the previous years, the incidences of positive results.

Responding to the potential fall of stock prices could cause damage to shareholders by creating
too much supply at low prices, so that potential investors can be misleading to the action they intend to
buy or possess without adequate market valuation.
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2013. 2012.

RSD (000) RSD (000)

Acquired own shares 78.330 /
In total 78.330 /

Were purchased 11,691 shares. The total value of the redeemed shares is 78.329.700,00 RSD

Nominal value per share is 6,700.00 RSD

The percentage share of the total number of shares (174,812 shares) to 6.69%

In 2011, the Company didnt have own shares.

1.9.17. Long-term provisions

Long-term provisions are recognized when:

= The company has an obligation (legal or constructive) where the result of a past event;
= |t is probable that an outflow of resources embodying economic benefits will be required to

settle the obligation;

= The amount of the obligation can be measured reliably.

Long-term provisions include:

2013. 2012.

RSD (000) RSD (000)

Reserved costs for warranty costs 21.000 21.000
Reserved for jubilee 24.598 13.711
Reserved costs for retirement benefits 46.152 93.230
In total 91.750 127.941

Reservation for compensation other employee benefits were made using actuarial valuations.

1.9.18. Long-term credits

Obligations from long-term credits due within more than one year from the date of commitment,

or the annual balance sheet.

The structure of borrowings

2013. 2012.
RSD (000) RSD (000)
Long-term credits
Financial credit from:
- banks in the country 395.978 /
In total 395.978 /
Review of long-term loans by creditors
2013. 2012.
RSD (000) RSD (000)
In RSD:
Credit agricole banka Serbia 79.685 /
Societe Generale banka Serbia 52.694
In total: 132.379
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The maturities of long-term loans

2013. 2012.
RSD (000) RSD (000)
Up to 1 year 263.599 /
263.599 /
Loans
2013. 2012.
In RSD: RSD (000) RSD (000)
Credit agricole bank Serbia 158.210 /
Societe Generale bank Serbia 105.389
In total: 263.599 /
1.9.19. Short-term financial obligation
Short-term financial obligation include:
1.9.19.1. Operating liabilities
2013. 2012.
RSD (000) RSD (000)
Operating liabilities
Advances and deposit 150.047 84.152
Supplies — other related parties 399 /
Suppliers in the country 263.540 474.042
Foreign suppliers 91.730 131.613
In total: 505.716 689.807
1.9.19.2. Other current liabilities
2013. 2012.
RSD(000) RSD (000)
Liabilities for salaries and salary compensations
Net salaries and salary compensations 35.199 31.421
Liabilities for taxes on wages and salaries paid by the employee 4.215 4.610
Contributions on salaries and benefits paid by the employee 9.965 7.967
Taxes and contributions on salaries and wages paid by the employer 8.930 7.929
Liabilites for net salary compensations that are refunded 960 700
Only 59.269 52.627
Other liabilities
Interest accrued and finance costs / 20
Liabilites for dividends 1.682 1.921
Obligations for share in the profit 6 7
Liabilities to members of management and supervisory board 386 306
Obligations under the service contract 42 /
In total 2.116 2.254
In total: 61.385 54.881
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1.9.19.3. Liabilities for PDV and other public revenues and pasive accruals

2013, 2012.
RSD(000) RSD (000)

Other taxes, contributions and other charges

Liabilities for VAT and the difference of the input tax / 36.160
Obligations for contributions are expensed 260 232
Other taxes, contributions and other charges 2.868 2.950
In total 3.128 39.342

1.9.20. Off- balance sheet

2013. 2012.
RSD (000) RSD (000)
Received letters of credit 3.830 /
Received guarantees and mortgages 517.058 /
Given guarantees and sureties 124.172 110.255
Ukupno: 645.060 110.255

1.9.21. Foreign exchange rates

The official exchange rate of NBS applied for the calculation of balance sheet items in the
functional currency were as follows:

30.06.2013. | 30.06.2012.
EUR 114,1715 115,8203

1.9.22. Business continuity
Management estimates that the Company is able to continue to operate for an unspecified period

of time, in accordance with the principle of continuity.
The financial statements are prepared in accordance with the principle of continuity.
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3. BUSINESS REPORT "ALFA-PLAM" AD VRANJE FOR JANUARY - JUNE
2013. YEAR

Value stated in the production period January - June 2013. than 2.111.440.358,00 RSD
increased by 0.9% in compared to the same period last year, and the plan fell by 3.9%

Description Actual 2012 Operating plan 2013 Actual 2013 Index 4/2 | Index 4/3
1 2 3 4 5 6
AD "Alfa o o
Plam" 2.093.421.280,00 2.197.184.360,00 2.111.440.358,00 100,9% 96,1%
Production value
2.800
5 400 2.242
a ' 2.093 2.111
@ 2.000
S 1.600
0
S 1.200
T 800
c
. 400
0
2011 2012 2013

The results achieved in the process of production, expressed in hours worked amounted
345.885 hours work and declined by 5,2% compared to the same period last year. It should also be
borne in mind that the number of days for the period od 2013 year in creased by 3 compared to the
same period last year.

The observed results at AD ALFA-PLAM the following:

Description Achived in 2012 Achived in 2013 INDEX

Realized production (in workin hours)

364.983 345.885 94,8
The number of workers who worked in
the manufacturing process 384 376 97,9
Number of working days 112 115 102,7
Daily impact on worker 8,49 8,00 94,3
Planned effect on worker 7,63 7,69 100,8
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From the above we can see that the actual effect of 8.00 hours per worker working at the

same company and is smaller by 5,7% compared to the same period last year.

Heating Operating plan
devices group Realized in 2012 2013 Realized in 2013 Index 4/2 Index 4/3
1 2 3 4 5 6
Solid fuel
stoves 49.279 47.651 47.722 96,8% 100,1%
Electrical stoves 12.314 14.636 13.397 108,8% 91,5%
Combined
stoves 4.300 2.820 3.380 78,6% 119,9%
Solid fuel
furnances 11.638 10.808 8.876 76,3% 82,1%
Heating oil
furnaces / / / / /
Gas furnaves 1.000 1.776 1.001 100,1% 56,4%
Other
production 10.599 10.781 3.702 34,9% 34,3%
Total heating
devices 78.531 77.691 74.376 94,7% 95,7%
Production volume
90.000 81.352 78.531
80.000
70.000
¢ 60.000
& 50.000
S 40.000
~30.000
20.000
10.000
0
2011 2012 2013

Total production of heating appliances in the period January - June 2013th year is 74.376 units a
decrease of 5,3% compared to the same period of the previous year, and the less then the plan by

4.3%.
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3.1. Achived realization

In the period January - June 2013. It is planned by 1.715.039.128,00 RSD and was
1.650.617.497,00 RSD and the same is lower by 1,3% compared to the same period last year while
the plan is less 3.8%.

Operational plan

Description Achived in 2012 2013

Achived in 2013 Index 4/2 Index 4/3

1 2 3 4 5 6

AD "Alfa Plam" 1.672.471.982,00 1.715.039.128,00 | 1.650.617.497,00 98,7% 96,2%

Realization value

2.000
1.800
1.600
1.400
1.200
1.000
800
600
400
200

1.809

1672

in millions of RSD

2011 2012 2013

Achieved realization through the physical volume is as follows:

Heating devices Operating plan
group Realized in 2012 2013 Realized in 2013 Index 4/2 Index 4/3
1 2 3] 4 5 6
Solid fuel stoves 41.303 37.805 37.071 89,8% 98,1%
0 0,
Electrical stoves 9.889 12.000 12.495 126,4% 104,1%
Combined 0 0
stoves 3.257 2530 3.790 116,4% 149,8%
Solid fuel . .
furnances 6.249 5.552 6.028 96,5% 108,6%
Heating oil
furnaces 2 / / 0,0% /
0, 0,
Gas furnaves 791 674 704 89,0% 104,5%
0, 0,
Other production 6.333 100 3.684 58,2% 36,84%
ot heating 61.491 58.561 60.088 97,7% 102,6%
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Implementation of quantitative

80.000

70.965

70.000

60.000

61.491

50.000
40.000

in pieces

30.000

20.000

10.000

2011

2012

2013

In the period January — June 2013. A total of 60.088 units completed in heaters, which is 2,3%
less than in the same period 2012 and 2,6% more than planned. Realised in foreign market is 34.172
units or 56,87% of total sales which is 18,99% higher than in 2012.

In the period January — June 2013.

exports goods in the amount of € 8.853.987 which is

15,31% more than in the same period compared to the same period last year.
In the domestic market were 25.916 units or a 43,13% of total sales which is 19,26% less than

the year 2012.
3.2. Inventory
o On day
Description On day 31.03.2012 31.03.2013 Index 3/2
1 2 3 4
Unit heaters in
stock 50.813 42.148 82,9

3.3.Business result

From the balance sheet shows that total revenues for the period 01.01.2013-30.06.2013. is
1.920.868 thousand RSD and consist of operating income in the amount of 1.815.969 thousand RSD,
financial income in the amount of 103.384 thousand RSD, other income in the amount of 1.515
thousand RSD (table 1)

Table 1. Structure of income (in 000 RSD)

Number Name Amount % of share in total income
1. Operating income 1.815.969 94,54
2. Financial income 103.384 5,38
3. Other income 1.515 0,08
4 Total income 1.920.868 100

38




A.D. Metal Industry ALFA-PLAM Vranje

Table 1 shows that the largest share of total income consists of operating income even with
94,54%, followed by the financial income with 5,38% , at the end of other income with 0,08% . At the
largest share of operating income from the sale of products and services on the international market of
1.014.861thousand RSD, or 55,88% of operating income and 52,83% of total income and the same
recorded an increase of 18,84% compared to 2012. Revenue from the sale of products on the domestic
market in the amount of 552.447 thousand RSD are 30,42% of operating income, or 28,76% of total
revenue and the same declined to 28,77% compared to the 2012th year.

Total operating expenses for the period 01.01.-30.06.2013. amount to 1.768.771 thousand RSD

and consist of business expenses in the amount of 1.693.593 thousand RSD., financial expenses
52.603 thousand RSD and other expenses in the amount of 22.575 thousand RSD. (Table 2)

Table 2. Structure of expenses (in 000 RSD)

Number Name Amount % of share in total income
1. Operating expenses 1.693.593 95,75
2. Financial expenses 52.603 2,97
3. Other expenses 22.575 1,28
4, Total income 1.768.771 100

The table 2 shows that the largest share of the total expenses are operating expenses with even
95,75%, and consist of the cost of materials 1.122.546 thousand RSD which is 66,28% of operating
expenses, or 63,46% of the total expenditure and they same increased by 3,56% in compared to 2012.

Intangible expenses in the amount of 571.047 thousand RSD which is 33,72% of the operating
expenses, and with 32,28% of total expenditures, and the same recorded a growth of 3,78% compared
to the 2012. year.

Table 3. Realised income and expenses and result of operations (in 000 RSD)

Number Elements . Operating . Financial . Other Total (000 RSD)
income/expense income/expense income/expens
1 Income 1.815.969 103.384 1.515 1.920.868
2 Total expense 1.693.593 52.603 22.575 1.768.771
3 Profit before tax 122.376 50.781 -21.060 152.097
4 Net profit 122.376 50.781 -21.060 152.097

From the data in Table 3. shows that the company in the period 01.01.2013. — 30.06.2013.
successful operated and generated net gain of 152.097 thousand RSD.
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Table 4. Indicators of total income and expenses in 2012. and 2013. (in 000 RSD)

Value for the period Value for the period %
Number Element increase/decr

01.01-30.06.2012 in 000 RSD {01.01.-30.06.2013.in 000 RSD ease
1 [Operating income 1.860.351 1.815.969 2,39
2 Operating expenses 1.634.197 1.693.593 3,63
3 Financial income 63.361 103.384 63,17
4 [Financial expenses 15.564 52.603 237,98
5  Other income 1.787 1.515 -15,22
6  Other expenses 9.619 22.575 134,69
8  Total income 1.923.499 1.920.868 -0,14
9  |Total expenses 1.659.380 1.768.771 6,59

The data in Table 4 indicate that total revenues decreased from last year by 0,14% while total
expenditures higher compared to the same period last year to 6,59%.

Profit of 152.097 thousand RSD was lower by 42.41% compared to the same period last year.

3.4. Important business events that occurred after the business year for which the report is
made (description of significant events that occurred in the first six months of the

financial year)

Since the balance date to the date of the relevant report is more important business events that

occurred:

= Acquisition of shares by 01.03.2013. "Amasis" doo Belgrade a significant interest and became
the majority owner of the company.
= The company "Amasis" doo Belgrade is registered in Serbia, which own 54.54% of the shares
of the Company as at 30.06.2013. and that since 01.03.2013. the status of the parent company
in relation to "Alfa-Plam" ad Vranje.

= Relevant business news on important events is regularly published on the website of "Alfa-

Plam™ (www.alfaplam.rs) and BSE (in Serbian and English) as part of the obligations related
to listing on the BSE Standard listing
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OBABEINTERE O 3 HAYAJHOM YUYEITRY

1. Mopana o japHoM JPVINTEY, HYIABI0NY SKIHjA

1. TlocnosHO HMe ALFA PLAM AD VRANIE
2. MB 07137923
3. Cequimme H agpeca Radnitka 1 Vranje
4. bpoj mpATHY AKIH}A CA NPABOM rMAcA 174812
3. TpHIITE HA KOjeM CV AKIH e VIURVYEHE STANDARD LISTING
2, Mogansa o 3Ea4ajEosM Voemhy (1aokpyvEnT i Npar @ 0HSYHTH PEaor A0CT aRkarka 008k &)
5% | 1wee | 15w | 20 | 2% ] sew | s0% 75%

CTHIAE TAYHO MOIHCABOT Npara

ITpenmke ke Npeko NPpOMHCAHOT Npara

4.54%

I1a7 HCMOA NPONHCAROT Para

3. [Mogann o npapiosy GHIAEK0M JHIY E0je jé J00er /0, Opeuutd BE Da Bcno] nNpara nponEcanor @i 57,

3akona
1. IMocnosno wMe (FiMe 1 npeinse) AMASIS DOO BEOGRAD
2. MarHanH Hpoj 17243047
3. Cegunmre 0 agpeca (I1pedneanmmme) PoZeslka 658 Beograd
4. OpmeopHa THIA V IPARHOM THIY Miroljub Aleksic

3. KourtakT Tenedon

6. EnekrpoHcka agpeca

rIaca, VEWHED jé To eayawmj

4, [Mogann ¢ KOATPOIHCAHEM JPpVINTEEM S DpEKD KOjHY JHIE B Ta4ke 3. opol 00apeiliTeka OCTRAPY j& Npapo

[Mocnoeso wwe, Mb, ceqHinme | anpeca bpoj B % raacosa

lad | Iod |

KOj € 18 paYVH TOI AKIH0HAPA OCTEAPY je Npako rmmca cxogso w1 58, Jaxona

5. [Mogann o AKNEOHAPY, AK0 j¢ palHYHT o JHna #53 Ta4. 3. 8 4. opor ¢dapclmTeka, Kao 0 NoTanH o JHIY

MocnoBso HMEe (HME H DPEIREME), [Mocaopao EMe (HME H TPEIHME),
Mb, ceHINTE H AJJpEca AKIBOHAPA ME, cepHmTe H AApaca APYTOr THLA
1. 1.
2. 2
3 3
6. JaTvs Kaa jé npar JocTHEMEYT, IpeKnpaYen 01.03. 2013 godine

HJIH HCNO] KOJer Ce majn

7. Henpaea B HA4YHH B 0CHOBY KOTA & J0CTHEE, NPEIEE BIH 18 BOm0] NpOBcaner Ifara

preuzimanje koja je trajala o periodn od 06 0220013, do 2602.2013.godine.

Propisan prag od 50% je prekoraden nakon saldiramjs trgovine akcijama Alfa Plam ad Vranje iz ponnde za

3.5. The impact of important business events in the semiannual report

An important business event that occurred in the first six months of the financial year has no

significant impact on business
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3.6. Description of significant risks and uncertainties that the business operations are
exposed for the remaining months of the financial year and a description of the expected
development of the society in the future

The most significant threats and risks the company is exposed are:

- Extending and deepening global economic crisis and the crisis in the euro zone;

- competition;

- The dependence of the stability of the business in which "Alfa-Plam™ sells products.

Business, "Alfa-Plam" in the country and in foreign markets requires a system for timely recognition
and management of business risks that should be an integral part of the executive functions, and one of
the main functions of internal audit companies. On the development of risk management strategies
will work intensively and systematically in the future.

Business policy of the company planned to invest in the development, production capacity expansion
and replacement of equipment, stimulating innovation, expanding export markets and export growth in
existing markets.

During the period will choose and implement adequate business information system, suitable for
current and planned growth of the volume of business, which in addition to the financial management
function to manage human resources, property and fixed assets in operation.

3.7. Information on significant transactions between related parties in the first six months
of the current fiscal year, which significantly affected the financial position and operations of a
public company at the time

- Significant transactions with related parties:

The Company during the first quarter engaged in business transactions with its related entities.
Liabilities to related parties arise mainly from providing rental of office space and cost of security and
maintenance.

3.8. Changes in transactions between related parties are listed in the last annual report
that could have a significant impact on the financial position

- The balances of receivables and payables arising from transactions carried out with related parties
Accounts payable

30.06.2013. 31.12.2012.

In RSD (000) | In RSD (000)

Liabilites
Suppliers - related parties 399 827
Total: 399 827
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3.9. Data on acquired own shares

Report on the acquisition of own shares

Number. Date No. shares Price Total

1 15.10.2012 116 5.330,00 RSD 618.280,00 RSD
2 17.10.2012 3.884 | 5.330,00 RSD 20.701.720,00 RSD
3 22.10.2012 2.326 5.300,00 RSD 12.327.800,00 RSD
4 23.10.2012 84 5.300,00 RSD 445,200,00 RSD
5 30.10.2012 2.620 5.300,00 RSD 13.886.000,00 RSD
6 2.11.2012 472 5.300,00 RSD 2.501.600,00 RSD
7 5.11.2012 40 5.300,00 RSD 212.000,00 RSD
8 6.11.2012 20 5.300,00 RSD 106.000,00 RSD
9 15.11.2012 262 5.300,00 RSD 1.388.600,00 RSD
10 28.11.2012 30 5.300,00 RSD 159.000,00 RSD
11 29.11.2012 28 5.300,00 RSD 148.400,00 RSD
12 4,12.2012 220 5.300,00 RSD 1.166.000,00 RSD
13 5.12.2012 127 5.300,00 RSD 673.100,00 RSD
14 6.12.2012 15 5.300,00 RSD 79.500,00 RSD
15 19.12.2012 9 5.300,00 RSD 47.700,00 RSD
16 20.12.2012 5 5.300,00 RSD 26.500,00 RSD
17 24.12.2012 210 5.300,00 RSD 1.113.000,00 RSD
18 25.12.2012 472 5.300,00 RSD 2.501.600,00 RSD
19 26.12.2012 28 5.300,00 RSD 148.400,00 RSD
20 27.12.2012 50 5.300,00 RSD 265.000,00 RSD
21 28.12.2012 5 5.300,00 RSD 26.500,00 RSD
22 31.12.2012 494 5.300,00 RSD 2.618.200,00 RSD
23 8.1.2013 164 5.300,00 RSD 869.200,00 RSD
24 10.1.2013 7 5.300,00 RSD 37.100,00 RSD
25 24.1.2013 3 5.300,00 RSD 15.900,00 RSD

TOTAL 11.691 62.082.300,00 RSD

3.10. Statement on the implementation of the code of corporate governance

ALFA-PLAM ad Vranje applying the Code of corporate Governance which was adopted at the
meeting of the Board of Directors on 22.04.2013. year
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STATEMENT OF PERSONS RESPONSIBLE FOR THE
PREPARATION OF THE REPORT
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Elg=]PL3am)|

METALNA INDUEBTHIJA VEANJE

Declaration

According to my cognition, the quartely financial report of Metal Industry ALFA-PLAM
AD Vranje for the first six months of year 2013 1d composed with the application of appropriate
IFRS and provides accuarte and objective data about assets, liabilities, financial position and
operation, revenues and expenses, cash flows and changes in equity of the company.

Vranje, 15.08.2013.

ALFA-PLAM AD VRANIE
Managing Director
Goran Kosti¢

M.P.
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