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Annual Report of OKTA AD Skopje for the year ended 31" of December 2017

Key achlevements

OKTA achiewed a high profitability in 2017, mainky driven by the significant domestic sales increase,
cougled with cost optimizations, Export wolumes, registered a decling compared to last year due to the
competitive imports from Albania and Serbia. The company significantly improved its cash position and
managed to fepay all its lpans. It also distributed dwsdend for a second consecutive year in its history,
in arnownt of MED 92 millicn.

The main prajects in 2017 were;

Fusel Storage and Loading Installation upgrades;
Orpanizational restructuring

Sacurity improvements,

Managament Information System [5AP) upgrades;
Solving legal cases;

Improvements in the company's public imags;
Emviranmantal protection,

CETA initiated also a number of Social Responsibility Actiities:

Successiul launch of a new C5R campaign for traffic safety,

CETA in co-operation with Hellenic Petrolewm granted two scholarships to local students for
postgraduate studies in Greece;

Granting of postgraduate scholarships to 10 students for the State University in Skopje;
Continuous collabaration and support of the Municipality of Hinden by donating books and
planting trees by OKTA employees;

support of youth National Basketbal Team;

Extensivie Internship Program,

support of majer prominent cultural and music Testivals;

Inwolvement of OKTA'S employees in CSR activities — Blood donatien to the Red Cross and
“World Food Day” campaian,

Suppart of humanitarian race for persons with rare diseases,

Wisit of EKC Serbla's summer camp by OKTA employvess’ kids.

Company operations and market environment

The Company once again has proven to be one of the comerstones of economy by providing
uninterrupted supply of fuel for all sectors, remaining the main guarantor of the fuel supply of the
country in 2057, This was demonstrated by successfully overcoming, on several occasions, some
extreme situations related to the bad weather conditions and border blockage, faced in the first months
of 2017,

Adjusted 2017 EBITDA stands at MED 556 million, being lower than the same period last year, only due
to @ one-off profit from sabes 1o Directorate for Compulsory Stock Reserves of Ol and Oil Products,
which boosted last year's adjusted EBITDA. Excluding this one-off effect, adjusted EBITDA for 2017 is



higher than in 2016, Net Profit in 2017 amounted to MED 203 million and was lower than i 2006 (MED
331 million), due 1o the above mentioned impact from extraordinang sales, also due to the different
effact from the movemant of international fusl prices. Which triggered an inventory Impact in 2006 in
gl of MED 124 millson, 8 & result of the rsing trend of olf prices {vs an effect of MED 32 million in
207

Company Outleok for 2018

OKTA's strategic plan for 2018 focuses on maintaining its domestic market share, maximizing its
presence in the exporl markels and continuing its cost and operational Improvements. The company
will revisit its further opportunities both domestically and within the region, if the pipeline is re-opened
in 2018

The Cormpany's priorities in 2018 are:

& Further rationalization of the company's arganization;

s Strengthening of co-operation with key customers;

*  Leverage of the storage and loading installation capacities;
Explore opportunities to rebrand privately cwned stations;
*  Improve Competitiveness and Growth;

Initiating projects for alternative sources of energy,
Contineous training and creating of new apperunities for the company’s employees;
Further improvement in HS5E compliance management;
Further enhancements of security and safety proceduras;
improved profitability and cash flow;

Successful managemant of legal cases,

However, it should be acknowledped that the above mentioned targets may be affected by any adverse
factors an the world markets and within the country's macro environment, including the re-opening of
the pipeling and the introduction of the new energy law, DKTA's management monitors closely the
current volatile local, regional and European environment and reacts accordingly with the appropriate
measures,

Other related information
Deerinpg 2017 OKTA:

o |eyested atolal of MED ES milllon - MED 56 millbon was directed into installations infrastructure,
MEKD 4 million inte T and ERP related projects, MKD 24 milfion into security, safety and buildings
redated projects, and MED 1 million into Retail Metwoark related projects;

o Had no significant activities in the field of research and development;

o Dividend distribution is recognized a5 a lability in the Company's financial statements in the
parigd in which the dividends are approved of by the Company's shareholders, During 2017 the
Company performed dividend payments. There are no other daclared dividends.

s Enterad into transactions with related parties, as presented in Mote 26 of the Financial
Statements for the year ended 31 December 2017;

= Did not have any long term debt, therefore applied no policy that links long term debt and share
capital;



o Followed its risk management policy as depicted in Mote 3 of the yearly Financial Matements
and faced no significant issues.

#  OKTA paid to the executive Board members the amownt of MED 11 millian in the form of grass
salaries and other benefits in amount of MED 2 million. it also paid the non-executive Board
members the total amount of MED 2 million as compensation approved of by the Company’'s
shareholders, For confidentiality reasons the numbers for each member are not disclosed here
but are available to every shareholder upon request,

Ioannis Geroulands
Ehlef Execulive pﬁlcer —
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INDEPENDENT AUDITOR'S REPORT

Tao the Board of Directors and the Sharehoiders of
OKTA Crude Gil Refinery A0 - Skopje

Repart on the Financial Statements

We have audibed the accampanying financial statements of OKTA A0 Skopje ("the Company™) which
comprise the Company’s statement of financial position as at 31 December 2017 and the statement
of comprehensive incame, statement of changes in equity and statement of cash flows lar the year
then ended and & surmmary of significant accounting pelicies and other explanatory information.

Management's Responsibllity for the Financial Statements

Management is responsible for the preparation and falr presentation of these financial statements in
accordance with acceunting standards accepted In Republic of Macedonia, and for such internal
cantrol 25 management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error,

Auditors' Responsibility

ur responsibillty 1= 1o express an opinion on these financiat statements based on our audii. We
canducted our audit in accordance with Intermational Standards on Auditing accepted &nd published
in the Official Gazette no. 79 dated 11 June 2010 of Republic of Macedonia. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reascnable
assurance aboul whether the financial statements are free from material misstatement.

Ao audit involves performing procedures to cbtain acdit evidence about the amounts and disclosures
I the financial statements, The procedures selected depend on the auditor's judgment, including
the assessment of the risks of material misstatement of the fimancial staltements, whelher due to
fraud or error. In making those risk assessments, the auditar considers Internal control relevant to
the entity's preparation and falr presentation of the financial statements in order to design audit
procedures that are appropriate in the ciroumstances, but not for the purpose of expressing an
opirion on the effectiveness of the entity's internal conlral, &n audit als0 Includes evaluating the
appropriateness af accounting palicies used and the reasonableness af acoounting estimates made
b management, a5 well a5 evaluating the owerall presentation of the financial statements,

We Belioye Ehat the audit evidence we have ablained i sufficlent and appropriate to provide a basis
fior aur qualifiod audit cpinlan,

Basis for gualified apinion

Follawing the provisions of the Share Purchase and Concession Agreement dated 8 May 1999
cancluded Batween ELPET Balkanike 5.8 (the parent Company of GKTA Crude Gil Refinery AD
Skopied and the Government of Republic of Macedonia, the Company has recognized
receivables in the period from 2000 ta 2004 in amaunt of MED 769,497 thousands relating fo
thve period priar to acquisition, We were unabie to obfain sufficient appropriate audit evidence
to assess whether the Company will be able to recover these receivables. The audit epinion of
the predecessar auditor on the financial statements relating to the preceding financial year was

Tramslation in English of the official Auditors” Repaort issued in Macadonisn
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modified in respect of this matter as well, In addition, Company has reposted trade payables
relating to the period prior to acquisition in amount of MKD 161,975 thousand { 31 December
2016 - MKD 184,258 thousand) with no movement since 2005, We were unable (o cbtain
sufficient appropriate sudit evidence lo assess whether the Company Is still aiged to settle
this amount. Consaquently, we were unabie to determing whether any adjustments ta the
stated amaunts a5 at 31 Decamber 2017 and 21 December 2016 were necessary,

Quatifled Opinian

I aur opinion, except for the possible effects of the matters described in the Basis for qualified
apinion paragraph, the financial statements present fairly, In all material respects, the financial
position of the Company as of 31 December 2017 and Its financial performance and its cash flows
for the year then ended in accordance with accounting standards accepted in Republic of Macedonia,

Other matter

Financlal statements of the Company far thevear ended 31 December 2016 were audifed by another
auditor who expressed a gualified opinion on thase statements an B March 2017 due Lo the scope
limitation arising from the fact that no sufficient appropriate evidence was provided on whether the
receivables in amounl of MED 769,497 thousand were recoverable.

Repart on Other Legal and Regulatory Matters

Management |5 also respansible for preparation of the annual report in accordance with article 384
of the Macedonian Company Law. Our respensibdlity in accordance with the Audit Law 35 1o repart
whether the annual report i consistent with the annual account and audited financial statements of
the Company for the year ended 31 December 2017. Our work regarding the annual report is
performed in accordance with ISA 720 accepted and published in the Official Gazette no. 79 dated
11 June 2010 of Republic of Macedonia and limited to assessing whather the historical financial
information ol Ihe annual report §5 consistent with the annual account and audited financial
statements of the Company.

The annual report is consistent, in all material respects, with the annual account and audited financial
statements of the Company for the year ended 31 December 2017,

ﬁ{ Lr-ir'"':' Lm
Lidij 'FlpE'.ls.ka

Certifled Auditor

Ernsl & Young Certified Auditors BOO, Shopje
07 March 2018

Translation in Engiish of the oificial Auditers Regart issued in Macedorian



OKTA AD — SKOPIE
[DRAFT Financial statements for the year ended 317 December 2017
fall amounts are i thousands of MKD unless otherwise stated]

Stetement of comprehensive incame

Year ended 31 December

Mote 2017 2016
Sales 5 13,099,902 15,032,274
Cost of goods sold & _[21,533.811)  (17,738,303)
Gross profit 1,166,091 1,294 071
Operations and logisthes expenses 7 (405, 978) {371,190
Administrative expenses B (275,108} 274,677
Sales and distributhon expensas ] {211,746) {208,984}
Other operating income 10 9,533 15,821
Diher operating sapenses 11 {53,993) (32,075}
Operating profit 228855 423,087
Finamce income 132 50 268 71781
Finamce costs 12 — _[51152_] : _':_1.1_"?'_? 11:| :
Fimance incomef{costs] - net &, 006 |48, 931:
Profit before income tax 134,865 374,136
Income tax expense 13 {3L625) {42,954]
Prafit for the year 203,240 331,182
Other comprehengive income
Change in ermployes benefits obligations i27 247
Change in valua of available-for-sale financial assets B 1,726 9,732
Total other comprehensive prafit : 1953 10029
Total comprehensive profit for the year 205,193 341211
Earnings per share information:
Basic and diluted profit per share 14 0.24 0.39

Notes on pages 7 to 40 are integral part :ithese financial statements -

Translation in English of the official financial statements issuad in Maoadonin



OKETA AD - SEOPIE
Financial statements for the year ended 31" December 2017
{all amaunts are in theusands of MKD unless otherwise stated)

Statement of financlal position
Az at 311" December
Note 2017 2016
ASSETS
Mon-current assets
Intangible assets 15 74852 30,087
Property, plant and equipment 16 2,141 964 2,289,808
Mvailable-for-sale financial assets 1¥ 43,310 21,584
Total non-current assets 2,189,126 2,341,475
Current assets
Inwentories 18 4497 Ei7 546,815
Trade recelvables 19 TEY 052 1,920,220
Other receivables 19 BE3 343 1,056,476
Deposits in banks ‘ G000
Cash and cash equivalents 20 1,862 335 bBE, 168
Total current assets 3,625,567 4,250,399
TOTAL ASSETS 5,814,693 B,591,878
EQUITY AND LIABILITIES
Equity
Share capital 2473 830 2,472,820
Statutory resenes A84,718 454,718
Revaluation and other reserves 454, E52 412,894
Retained earnings 1198516 1,087,530
Tatal equliy 21 dﬂﬂ G906 4,467 967
Nan-current Habllitles
Provision for employes benelit obligations 22 13,680 14,771
Total non-current liakilities 13,680 14,771
Current liabilities
Trade payahles 23 1,056,571 1,252,502
Orther current liabilities 23 163,110 174,761
Leans and bormowings pf| ; G40, 200
Current income tax payable 426 36,677
Total current lihilities 1,220,107 2,109,140
TOTAL LIABILITIES AND EQUITY 5,814,693 6,591 878

The financial statements of OKTA AD - Skopje were authorised for kssue by the Management on 157
February 2018 and will be subject of approval by the Board of Directors en 22" February 2018. These
financial statements a;E-ﬂJh}ett’ﬁ;ap-prma! from Company's Shareholders .ﬂ-ssumbi'p'. a5 well,

Elgned on behalf {_EE I'u'lana:ge of DKTA AD - Skopje:
Wiy

!,; -' RT A, y r f

N J i . :1'.'. LY
lnannl;ﬁemulann&*_nl *f .ﬂmdre-as"Trjaﬁprﬂulj:ls Bozhidar Paviow
Chief Executive Dfficer=" "~~~ Deputy Chief Executive Officer Dieprity Finance Director

Notes on pages 7 to 40 are integral part of these financial statements

Translation in Enghish of the official financial statements kesued in Macedonian



OKTA AD — SHOPIE

DRAFT Financial stabements for the year ended 31" December 2017

[all amaunts are n thousands of MED unless htherw'r.f.:é';téted}

Chief Executive Officer
Statement of chonges in equity

Balance at 1* January 2016

Met profit for 2016
Comprehansive income

Total comprehensive Income
Dividend declared

Balance at 31" December 2016

met profit for 2007
Comprehensive income

Total comprehensive income
Owidend declared
Balance at 31" December 2017

Deguty Chief Executlve Officer

Depiily Finance Direcior

Revaluation

Statutory and other Retained
Capital  reserves s rves Earnings Total
2,472,820 494,718 302,870 818,132 4,188,540
- 331,182 331,182
: 10,029 10,029
2472820 494718 412,899 1,149,314 4,529,751
- e (61,784)  {61,784)
2,472,820 494,718 412,899 1,087,530 4,457,957
= . 203,240 203,240
. 1,953 = 1,953
2,472,820 494,718 414,852 1,290,770 4,673,160
) . - |53,254]  (92,254)
2472820 494,718 414852 1,198,516 4,580,906

Notes on pages 7 to 40 are integral part of these financial statements

Translation in English of the official financial statements isswed n Macedonian



OKTA AD - SKOPIE
DRAFT Financial statements for the year ended 31" December 2017

[all amounts are in thousands of MED unless otherwise stated)

Stafement of cosh fows
Year ended 319 December
2017 2016
Operating acthvities
Profit before tax 234 BG5S 174,136
Adfustments for:
Depreciation 238,457 237,534
Impairment charpas 31,889
Ieterest income |7,223) (12,3490}
Interest axpense and bank charges 3333 63,995
Cash penerated from oparations before changes in waorking capital 531,325 653,325
Cash flow from operating activities
Decrease) (increase) in inventories 53,908 (2449 605)
Decrease/ {increase) in receivables 1,307,001 1637,728)
[Dacrease)/ increase in payablas [#12 581) {207, 735]
Cash generated from operations 1,679,742 (441,743)
Interest and bank charges paid (33,336} (63,995
Income taxes paid (31,200) -
Met cash generated from/jused in) operating activities 1,615,206 {505,738)
Cash flow from investing activitles
Acquisition of property, plant and equipment {155,287) (207,063}
tales of progerty, plant and eguipment 2o 3,792
Intarest received 7.222 12,340
Proceeds from depasi G000
Dieposits in banks {60,000
Met cash used in investing activities {89,773} (250,4931)
Cash flow from financing activities
(Repaymenthol Gans (640, 200 [335, 300
fraid dividends (91,703) (51,265
Received diyidends — 2,637 3,045
Met cash used in linancing activities (729,266) {393,520)
Met increase/ (decrease) in cash and cash equivalents 96,167 {1,150,183)
Cash and cash equivalents at 1% January fibi, 168 1,816,357
Cash and cash equivalents at 31" December (note 20) 1,862,335 Bb6, 168

Hr.:-l_ﬂ- Ot Pages ? ln Albare qnt-e-gral part of these fII'IEI'II:I3= staterments

Translation In r-.nglqsh of the official financial statements issued in Macedonian. 8



OKTA AD - SKOPIE
Notes to the draft financlal statements for the year ended 31" December 2017 =

Jallamounts are in thousands of MED unless otherwise stated}

1. General information

OKTA AD - Skepje {herelnafter “the Company”) is a joint stock company established on 26 March
1980. The Company is owned 81.51% by EL.P.ET Balkaniki 5.4, @ company controlled by Hellenic
Petrobeum 5.4 The parent company is incorporated in Greece,

The Company's maln activitles are trade, import, production and blending of oll derivatives. Major
oil dervatives are Gasoling, Diesels, Fuel oll, LPG and Kerosene-let Oil, OKTA has & keading position
in the supply and trading of oil derivatives. The company uses the installation Infrastructure in Skopje
for, impert, storage and sake of ofl derivatives.

Starting from Juby 2013 OKTA is listed company on Pacedonian Stock Exchangs,

As of 31% Decermber 2017, the Company had 283 employees (2016 420 employees).

The address of the Company is as follows:
street 1 no 25

Miladinove Hinden

1040 Skopje

ftacedaonia

The financial statements of OKTA AD - Skopje were authorised for isue by the Management on 19th
February 2008 and will be subject of approval by the Board of Directors on 22 february 2018. These
financial statements are subject to approval from Company’s Shareholders Assemibly, a3 well,

r. Summary of significant accounting policies

The principal accounting policies adopted in the preparation of these financial statements are set
out below, These policies have been consistently applied 1o all the years presented, unless otherwise
stated.

2.1. Basks of preparation

These financial statemeants are prepared, in all material respects, in accerdance with the Company
Law (published in Official Gazette Mo, Z8/2004, B4/2005, 25/2007, B7/2008, 42/3010, 48/2010,
24/2011,166/2012, 187/2013, 38/2014, 41/2014, 118/2014, 88/2016, 192/2016, 6/2017, 30,2017
amd 51/2017) and the Bole Book for Accounting {published in Official Gazette Mo, 15972009, No,
164/ 20010 and No. 107/2011), whereby the International Financial Reporting Standards (IFRS) were
published. This Rule Book of Accounting comprise International Financial Reporting Standards [|FRS}
- 1FRS 1 to [FAS &, International Accounting Standards (15} - 1AS 1 to 1AS 41, International Financial
Reporting Interpretations Comrmittes (IFRIC) - (FRIC 1 to IFRIC 17 and Standing Interpretations
Committes {SiC) Interpretations comprising 5IC 7 1o 51C 32,

Transkation in English of the official financial slatements issued in Macedanian



OKTA AD = SKOPIE
Notes to _the draft financial statements for the year E".d".!".j_!.-'!.'.lﬂe..:.'i".'!h_"“_ 27 = -—

{4ll amounts are In thousands of MKD unbess otherwise stated]
2. Summary of significant accounting policies (continued)
2.1. Basls of preparation |continued)

IFRS 9, IFRS 10; IFRS 11, IFRS 12, IFRS 13, IFRS 15, IFRS 16, [FRIC 18, FRIC 19, IFREC 20 and IFRIC 21
are not included in the Rule Beok for Accounting and are not applied by the Company,

IFRS standards {including IFRS 1) wers Initially published in the Official Gazetie In 1997, and since
then several updates have followed, The last update was in December 2010. The Company applies
all relevant standards and the amendments and interpretations which were pullished In the Official
Garette,

The financial statements are prepared under the historical cost convention as modified by the
revaluation of certain fixed assets and depreciation and availzble for sale financial assets.

The financial statements are presented in thousands Macedonian Denars = MKD, unless otherwise
stabed.

Consistency

The presentation and classification of items in the financial statements |s retained from ene period
to the mext unless it is apparent that due to the change in the nature of the entity’s operations or 3
review of its financial statements that another presentation or classification would be more
appropriate, However, such reclassifications have not resulted in significant changes of the content
and format of the financizl information as presented in the financial statements.

2.2, Forelgn currency translation
Functional and presentation currency

items included In the financial statements are measured using the currency of the primary econcmic
environment in which the entity operates [‘the functional currency’) which is Macedonian denars
(MKD),

Transactions and balances

Foreign currenty transactions are translated into Macedonian denars esing the exchange rates
prevalling at the dates of the transactions or valuation where items are re-measured. Foreign
exchange gains and losses resulting from the settlement of such transactions and from the
tranzlation monetary assets and liabilities denominated i forelgn currencies at year-end are
recognised in the Profit o loss, Monetary assets and Habifities denominated in foreign currencies are
tranzlated according the middie exchange rates from the Mational Sankof the Republic of Macedania
walid at the date of the financial statemeants.

Forelan exchangs galns and fosses are presented in the Profit or kass within *finance Income/ costs

{met}”,

Translation in English of the official finencizl statements issued in Macedonlan



OKTA AD - SEOPIE
Motes to the draft financial statements for the year ended 317 December 2017

(all armounts are in thowsands of MED unbess otherwise stated]

a

2.2

Summary of significant accounting policies {continued)
Forelgn currency translation {continued)
The foreign currency deals of the Company are predominantly EFRO [EUR) and United States Dollars

{USE) based. The exchange rates used for translation at 31% Decernber 2017 and 31" Decembar 2016
ware as falkows:

Exchanpe rate: 317 December 2017 31" December 2016

MED MED
EUR G144 G1.48
Lsn 5127 58.33

2.3. Property, plant and eguipment

Items of property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Up to 2003 they have been revalusted at the year-end by appiyving official
revaluation coefficients based on the general manufacturad goods price index, Such coefficlents
have heen applied to historical cost or kater valuation and to accumulated depreciation, The effect
of the revaluathon of property, plant and equipment has been credited to the revaluation resernve,

Additions are recorded at cost. Cost includes the invoiced value and the expenditure that s directly
attributable to the acguisition of the iems

Disposal of property, plant and equipment represents expense or technology obsoleteness or other
type of elimination of property, plant and eguipment, including the accumulated provision. Gains
arvd bosses on disposal of property, plant and equipment are recognised in the icome stiterment,
Subseguent expenditura

subsequent costs are Included in the asset's carmying amount or fecognised as a separate asset, as
appropriate, onky when it is probable that future economic benefits associated with the item will
flow £ the Company and the cost of the item can be measured reliably.

The carrying amount of the replaced part is derecognised, All other repairs and maintenance are
charged to the Prafit or boss, during the financial period In which they are incurred.

Depreciation
Depreciation of property, plant and equipment is charged wsing rates not lower than those prescribed
by the law and is designed Lo allocate the cost or valuation of property, plant anidl Egquipment on the

stragght-line basis owar their estimated wseful fives,

The depreciation of property, plant and egquipment shall stan after expiration of the month of the start-
ug in the wear in which the utilization of the property, plant and equipment has startad,

Translation in English of the afficial financial statements issued in Macedenian



OETA Al - SKOPIE
Notes to the draft financial statements for the year ended 31" December 2017

{all amounts are in thousands of MKD unless otherwise stated)

2

2.3,

Summary of significant accounting policies (contineed)
Property, plant and equipment (continwed)

The following represent the range of the estimated useful lives applied to ilems of praperty, plant
and aquipment:

27 206
Buildings A0 years A0 years
Computers 4 yaEars 4 years
Equipment Up to 20 years Lip to 20 years
Other equipment and vehicles 5- 10 years 5 - 10 years

The assets’ residual values and useful lives are reviewad, and adjusted if appropriate, at the end of each
reporting period,

2.4,

2.5,

Intangible assets

Anintangible asset ks measured initially at cost. Acquisition costs include acquisition price (ncluding
import duties and non-recoverable taxes, after deducting trade discounts and rebates] and all
directly attributable costs which are incurred to prepare the asset for its intended use. After Initial
recognition, intangible assets are measured at cost less any accumulated amortisation and kess any
impairment loss. All intangible assets with a finite usetsl life are amortised ovar their useful lves
using the straight-line method,

Amortisation beging when the asset is availabde for use and ends when the asset 15 classified as held
for sale or Is derecognised. Amortisation is recognised in the income statement as incurred.
Estimated useful life over which company’s Intangible assets are being amartised 5 4 years,

Available-for-sale financial assets

fwailable-for-sale financial assets are non-dervatives that are either designated in this category or
nal ckassified in any of the other categaries. They are included in non-current assets unless the
irvastment matures or management intends to dispose af |§ within 12 menths of the end of the
reporting period, Available-for-sale financlal assets are initizlly recognised at fair value plus
transaction costs. Available-for-sale financial assets are derecognised when the rights bo receive cash
flaws Trom the investmants have explred or have been transferred and the Company has fransferred
substantially all risks and rewards of ownership, Available-for-sale financial assets are subsequently
carried at fair value, Changes In the fair value of availeble for sabe isvestments are recogrised in
other comprehedsive income, When available-for-sale financial assets are sold or impaired, the
accumulated falr value adjustments recognised in equity are included in the Statement of
comprehensive income as ‘gaing and lostes fram investmant securities’,

Dividends on available-for-sale financial assets are recognised in the Profit or 1055 as part of other
income sehen the Company's rght to receive payments 5 established,

10
Translation in English of the official fimancial statements lssued in Macedonian



OKTA AD - SKOPIE

Notes to the draft financial statements for the year ended 3]_‘* Erﬂth‘l_bé_r 2017

{all amounts are in thousands of MXD unless otherwise stated)

2. summary of significant accounting policies {continued)

25

Avaliable-for-sale financial assets (continued)

The compaiy assesses at the and of sach reporting period whether there is objective svidence for
impairment of an avaitable for sale financial asset, Sigaificant or prolonged dedline in the fair value
of the security below it cost is also evidence that the assets are impalred. If any such evidence exists
for available-for-sale financial assets, the cumulative loss — measured as the difference between the
acqulsition cost and the current fair value, less any impairment 1055 on that financial asset pravioushy
recognised in Profit or loss — is removed from equity and recognised in the Profit or loss, If, in
subsequent period, the fair value of a debt instrument classified as avallable for sale increases and
the increase can be objectively related to an event occurring after the impairment loss was
recognised in Profit or loss, the impairment loss is reversed through the Profit or loss.

1.6. Inventorles

Irwentories are stated at lower of cost and nat realisable value. Cost comprises all costs of purchase,
costs of conversion and other costs incurred bringing the inventories to their present location and
condition. Cost of crude oil and cost of other raw materials, spare parts and tooks and consumable
storas, finished and trading goods is determined an 4 weighted average cost basis,

The cost of purchase of inventories comprises of the purchase price, import duties, other non-
recoverable 1axes and other costs, which can be directly attributed to the procurement of the
inventories (e.p, transportation costs). Trade discounts, rebatas and other similar items are deducted
in determining the purchase cost of inventaries.

The costs of comersion of inventories comprise those costs that are directly refated 1o the units of
production, such as direct labour and a systematic allocation of fixed and variable production
overheads. The allocation of fixed production overteads to the cost of conversion s based on the
normal capacity of the production facilities. Any unallocated fixed production overbeads are
recognised as an expensa in the period in which they are incurred. Varlable production cverheads
are altocated to each wnit of production an the basis of the actual use of the production facilities.

Mel realisable valus i the estimated selling price in the ordinary course of businecs, less applicable
variabla selling expensas,

2.7.Trade and other recelvables

Trade and other recekvables are recognised initially at fair value and subsequently measured at
amartisad cost using the effective interest methaod, kess provision for impairmend.

& provision for impalrment of trade receivables is established when there ks objective evidence that
the Company will not be able to collect all amounts due accarding to the original terms of the
recelvabiles. Significant financial difficulties of the debtor, probability that the debtor will enter
bankruptcy or financial reorganisation, and defaull or delingeency in payments are considered
indicatars that the trade receivable is impaired. The amount of the provislon is the difference
between the asset’s carrying amount and the present value of the estimated future cash flows
discounted at the financial asset’s original effective interest rate. The carrging amount of the asset
i reduced through the use of &n dllowance account, and the amount of the loss s recognised in
Profit or loss, When a trade receivable is uncellectisle, it is written off against the allowance account
for trade receivables,
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2. Summary of significant accounting policles [continued])

Z.9,

2.10.

2.11.

2.8, Cash and cash equivalents

Cash and cash equivakents comprise bank balances in local and forelgn currency, cash in hand and
deposits in hanks with arginal maturity with less than 3 months.

Share capital
Drdinary and preference shores are classified as equity.

Trade and other payables

Trade payables are obligations to pay for poods or services that have been acquired in the ordinary
course of business from suppliers. Accounts payable are classified as current liabilities if payrment is
du within ane year or lass. IFnot, they are presented as nen-current labilities.,

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

Frovisions and contingont [Tabilties

Provisions are recognized when the Company has a present legal or constructive obligation as a result
of past events and it s prabable that an outflow of resources emBodying economic benefits will be
required to settle the obligation, and & reliable estimate of the amount of the obligation can be
made,

Provisions are recognized when the Company has a present legal or constrisctive obligation as a result
of past events and it is probabde that an outflow of resources embodying economic benefits will be
required 1o settle the abligation, and a relizble estimate of the amount of the obligaticn can be
made,

Provisions are measured and recorded as the best estimate of the expenditure reguired 1o settle the
present obligation at the balance sheet date. The provision charge is recognized in the Income
statement within the pxpense corresponding to the nature of the provision

Mo provision ks recognized for contingent liabilities. & contingent liabitity Isa possible obligation that
arises from past events and whose existence will be confirmed only by the occurrence of non-
occurrence of one ar more uncartain future events not wholly within the control of the entity; or a
present obligation that arises from past events but is not recognized because it is not probable that
an outflow of resources embodying economic benefits will be required to settie the obligation or the
amaunt of the abligation cannat be measured with sufficient reliabilily,

iz
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2,

Summary of significant accounting policies [continued)

212, Income taxes

The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or boss,
except to the extent that it refates to itemns recognised in other comprehensive income or directly in
eauity. In this case, the tax is also recognised in other comprehensive income or directly In equity,
respactively,

Current Income Lax

The current Income tax charge is caloulated on the basis of the tax lzws enacted or substantively
enacted at the balance sheet date In the country where the company aperates and generate taxable
income. Management periodically evaluates positions taken in tax returns with respect to situations
in which applicable tax regulation i subject to interpretation. It establishes provisions where
appropriate on the basis of amounts expected to be pakd to the tax authorities.

Deferred income tax

Deferred income tax is recognised on temporary differences arising between the tax bases of assets
and lizbilities and their carming amounts in the consclidated financial staterments. However,
deferred tax liabilities are not recognised if they arise from the initial recognition of goodwill;
deferred income tax is not sccaunted for iF it anses from initial recognitien of an asset o lability in
@ transaction other than @ business combination that at the time of the transaction affacts naeithar
accounting ror taxabile profit or koss,

Diferred income tax is determingd using tax rates [and laws) that have been enacted o substantively
enacted by the balance sheet date and are expected (o apply when the related deferred incame tax
assel is realised of the deferred income tax lability is settled.

Deferred income tax assets are recopnised only to the extent that it is probable that future taxable
profit will be available against which the temporary differences can be utilised, Deferred income tax
assets and fabilities are offset when there Is a legally enforceable right 1o offset current tax assets
aEainst current tax liabilities and when the deferred income taxes assets and liabilities relate to
income taxes levied by the same taxation authority on either the same taxable entity or different
taxable entities where there i an intention to settle the balances on a net basis,
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Summary of significant accounting policies {continued)

2.13. Employees Benefits

2.14

Pengion

The Company, in the normal course of business, makes payments on behalf of its employees for
pansions, health care, employment and personnel tax which are calculated on the basis on gross
salaries and wages according to the legistation. The Comgany makes these contributions to the
Governmental health and retirement funds as well to private retirement funds. The cost of thess
payments s chargad to the income statement in the same pericd as the related salary cost,

The Company does not operate any other pensicn scheme or post-retirement benefits plan and
conseguentty, has no obligation in resgect of pensions.

Termination benefits

Termination bemefits are payable whenever an employes's employment is terminated before the
normal retirement date or whenever an employes accepts voluntary redundancy in exchange for
these benefits. The Company recognises termination benefits when it ks demonstrably committed to
either terminate the employment of current employees according o a detailed formal plan without
possibility of withdrawal or to provide termination benefits as a result of an offer made to encourage
woluntary redundancy,

Retirement benefits and jubilee awards

Pursuant to the Labour law prevailing in the Republic of Macedonia, the Company is obliged to pay
retirerment benefits in an amount egual to two aversge monthly salaries, at their retirement date,
for which appropriate lahility is recognized in the balance sheet measured at the present value of
two average monthly salaries with adjustments incorporated in the actuarial caleulation. According
to the Collective agreement, the Company is obliged to pay jubilee anniversary awards that
correspond to the total number of years of sendce of the employee. These emploves benefit
ohligations are calculated annually by independent actuaries using the projectad unit credit method.
The actuarial valuation involves making assumption about discount rates, expected rates of return
on assets, future salary Increased, mortality Increases and future pension increased, Due to the long
term nature of these plans, such estimates are subject to significant uncertalnly, In addition, the
Cornpany is not oblipated 9 provide further benefits to current and former employees,

Borrowings

Borrowings are recognised Initially at fair value, net of transaction costs incurred. Borrowlings are
subsequently carried at amortised cost; any difference between the proceeds (nét of transaction
costs) and the redemption value is recognised in the income statement over the pariod of the
borrowings using the effective interest method, Fees paid on the establishment of koan facilities are
recognised as transaction costs of the lean to the extent that it is probable that some or all of the
facility will be drave down. 0 this case, the fee s deferred until the draw-down accurs, To The extent
there is no evidence that it is probable that some or all of the facility will be drawn down, the fee is
caplitalised as & pre-payment for lguldity services and amortised over the perod of the facility to
which it refates
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2.15.

Summary of significant accounting policies {continuad)
Leases

Leases where the lessor retains substantially all the risks and rewards of ownership are classified as
aperating leases. Payments made under operating leases (net of any incentives received from the
kessor| are charged to the statement of comprehensive income on a straight-line basis over the
perhod of the lease.

2.16. Rovenue

217,

.18,

219,

Revenue comprises the fair value of the consideration received or receivable for the sake of products,
retall gonds and services net of value-added tax, excise, rebates and discounts. Sales of products and
retail goods are recognised when the Company has delivered it to the customer, the customer has
full discretion over the channel and price to sell the prodicts, and there is no unfulfilled obligation
that could affect the customer's acteplance of the products. Defivery does not accur until the
products or retail poods have been shipped to the specified location, the risks of obsolescence and
bass have been transferred to the customer, and either the customer has sccepted the products in
accordance with the sales contract, the acceptance proviskons have lapsed or the Company has
ohjective evidence that all critera for acceptance have been satisfied,

Interest income © recognized in the Profit or boss on a time proportion Bases using the effactive
interest method. Dividend income is recognised wien the right to receive payment is established,

Dividend distribution

Dividend distribution to the Company's shareholders is recognised as a liability in the Company's
financial statements in the period in which the dividends are approved by the Compamy’s
shareholders.

Eamings por shane

Basic earnings per share is calculated by dividing profit attributable to the equity holders of the
Company for the perind by the weighted average number of commaon stocks outstanding.

Oporating segments

Cperating segmants are components that engage in business activities that may earm revenuwes or
incur expenses, whose operating results are regularly reviewed by the Management and for which
discrete financial information is available, The Management Is the person or group of persons who
allprates resources and assesses the performance for the entity,

The functions of the Managament are performed by Board of the directors the Company. The
internal reparting within the Company presented to the Management is on a Company kvel and as
one oparating segment. The decisions brought by the Management are based on received reports
priesented as ane nperating segment,
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1, Financial risk management

3.1. Financial risk factors

The Company doss not apply hedge accounting for its financial instruments, all gains and losses ane
recognized in the income statement, The Company is exposed In particular to risks from movements
in exchange rates and market prices that affect its assets and Gabilities, Financial sk managerment
airns to limil these market risks through engoing agerational and finance activities.

Market risk

fdarket risk k& definad as the risk that the fair value or future cash fows of a financial instrument
will Huctuate because of changes in market prices’ and includes Interest rate risk, currency risk and
other price risk. The majority of the revenues of the Company are genarated in MED and the
remaining part mainly in EUR and small amount of US0O.

Expenses of the Company that arse are malnly connectad to EUR, partially in USD and the remaining
part in MED. &5 a result, the Compamy objective is to minimize the level of its financial risk in MED
terms. For the preseatabion of market risks according IFRS 7 sensitivity analyses that show the
effacts of hypothetical changes of relevant risk variables on profit or loss and shareholders” equity
are required. The perlodic effects are determinad by relating the hypothetical changes In the risk
variables to the balance of fingncial instrements at the balance sheet date. The balance at the
halance sheet date is representative for the year as a whole,

The an-gaing glabal commodities in the constantly changing market resulted in, among other things,
valatility of crude oil prices, The Tull extent of the impact of these market developrments is proving
to be Impossible to anticipate or completely puard sgainst,

hanapement belisves that is taking all the necessary measures to sypport the sustainability and
growth of the Company's business in the current circumstances. Nevertheless, future market
fluctuations cannot be predicted with accuracy,

Forelgn exchange sk

The Company's functional currency is the MKD, The forelgn exchange risk exposure of the Company
is related to holding foreign currency cash Balances, and operating activities through revenues from
and payments to international companies as well as capital expenditure contracted with vendors in
foraign currency.

The currency giving rise to this risk is primarity USD, The Company manages the foreign exchange
risk paposure by striving to lower the number of contracts in USD and to introduce contracts in ELIR,
The Company has small cash resenves in USD currency and limited transactions in USD, The Company
pses cash deposits In MED or cash deposits in MED indexed to EUR, 1o economically manage (15
foreign currency risk as well as local currency risk in accordance with the available banks offers.

The purchase el ol products from ralated parties are danominatad in EUR, except one product which
is denominated in USD but all products are connected to the price movement on the giobal
mavement in USD. Therefore there 15 associated inherent business risk with such transactions,

1k
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3

Financial risk management (continued)

3.1 Financial risk factors {contlnued)

Interest rate rish

Interest rate risk is the risk that the fair valee or fubure cash flows of a financial instrument will
fluctuate because of changes in market interest rates. Change in the interest rates and interest
marging may influence finanging costs and returms on financial Investments.

Changes i markel interest rates affect the interest income on time deposits with banks. As of 3iM
Decernber 2017, the Company has no time deposits {2016: MED 50,000 thousands),

The Company as at 31 December 2017 does nat hiave borrowings (2016: MED 840,200 thousands),
therefore 1 percentage palnt rise In market interest rate would have caused {ceteris paribus) the
interest paid to increase with approximately MKD 6,402 thousands annually befors tax for 2016,
wihile simitar decrease would have caused the same decrease in interest paid.

Price risk

The Company’s has commodity price exposures of oil products price levels. 1t affects the value of
Inventory and sales marging which in tum affect the future cash fiows of the business, In the case of
price risk the level of exposure is determined by the amount of priced Inventory carried at each
Balance Sheet date. The Company policy s to report its inventary at the lewer of historic cast and
nel realisable value and the results are affected by the reduction in the carrying value of the
invantory.

The axtent of the exposurs ralates directly to the level of stocks and rate of price decrease, Sales
margin exposure relates to the absolute level of margin generated by the operation of the refineries
mainly drivan by the regulated prices for domestic market by the Government futharities and the
Platts prices for foreign market. The Company is managing the risk of margin exposure with
production and import optimisation in order to have favourable inventary level in order 1o control
the sales margin,

Credit risk

Credit risk is defined as the risk that one party to & financial instrument will cause a financial loss for
the others party by failing lo discharge an obligation. The Company |s exposed to credit risk from its
operating activities and certain financing activities. The process of managing the cradit risk from
operating activities Includes preventive measures such as creditability chacking and preventicn
barring, corrective measures during legal relationship For exampde reminding and discosnection
activities, collaboratbon with collection agencles and collection afier legal relationship as litigation
process, court proceedings, involvement of the executive wnit and factering. The overdue payments
ara followed through a debt escalation procedure based on customer's type, eredit class and amaount
of debt. The eredit rsk is controlled through credibility checking — which determines that the
customer i not indabtad and the customer's cradit worthiness and through preventve barrng -
which determinates the credit lmit based on the customer's pravious revenues,

The Company’s procedures ensure on a permanent basis that sales are made (o customers with an
appropriate credit history and not excesd acceptable credil exposure,

1E
Tranalatien in English of the official financial staternents issued in Macedanian



OKTA AD - SKOPJE
Notes to the draft financial statements for the year ended ) b December 2017

{all amounts are in thousands of MED unless atherwise stated)

3.

31

Financial risk management {continuod)
Financial risk factors (continued)
Credit risk {continued)

The Company has collaterals from customers in bank guarantess, mortgages and promissory notes
in order to ensure their collectability, The Company does not guarantee obligations of other parties,
The maximum exposure te credit risk is represented by the carrying amaunt of each financial asset
in the balance sheet. Consequently, the Company considers that its maximum exposure is reflected
by the amount of debtors net of provisions for fmpairment recognized and the amount of cash
deposits in banks at the Balance Sheat date. Management is focused on dealing with mest reputable
banks in foreign and domestic ownership on the domestic market.

The following table represents Company’s exposire 1o credit risk as at 317 December 2017 and 31
Decermber 2016!

2017 2016

Cash and cash equivalents 1,462,315 Bk6, 100
Deposit in banks . G0.000
Trade receivables TET 52 1,920,934
Other receivables BR3, 343 1,056,476
3,132,730 3,703 496

Cash and cash equivakents in the tabke above exclude cash an hand since no credit risk exists for this
category.

The receivables are summarized as fidlows:

31" December 2017 31" Docomber 2016
Trade Trade Trade Trade
recelvables - recatvables - receivables receivables —
domestic frreign domestic forekgn
Meither past due nor impaired Bdb, 507 135,389 1,703,362 175,022
Past due but not impaired - 4,556 21,975 20,561
Impaired 45520 1E, 246 48,273 18,617
Gross 692,027 158791 1,773,610 214,200
Less: albowance far impatrment 45 520] {18,246) 198,273) {1E617)
Net © BAR,507 140,545 1,725,337 195 583

Trade receivables of MED 4,556 thousands (20016; MED 42,536 thousands) were past dus but not
impaired, Main part of these recehvalbles s matured up to 20 days, with no recent history of default
and is secured with collaterals, Further details are presented in Note 18,

1%
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Liguidity risk

Liguiclity risk is defined & the gisk that the Company could not be able to settle or meet its
ohligations on time. Tha Company's policy is to maintain sufficient cash and cash equivalents to
el ity eommitments in the foreseeabbs futura, Any excess cash ks mosthy deposited in commercial
banks.

Financial risk management {continued)

Financial risk factors [continued)

Liguidity risk [continued)
The Company's liquidity management process Includes prajecting cash flows by major currencies
and considering the level of necessary liquid assets, considering business plan, historcal collection
andd gutflow data, Regular cash projections are prepared and updated by the Payment and Treasury
Departrmant.
The tabie below analyses Company's finarcial fizbilities into relevant maturity groupings basad on

the remaining period at the balance sheet date to the contractual maturity date. The amounts
disclosed are the contractual undiscounted cash Hows,

Lessthan3  Between 3 months

manth and 1 year Ower 1 year
At 31Y December 2017
Trade payables 1,056,571 5 -
Dther curtent Rabilities 163,110 -
Loams from the banks e = =
1,219,681 3 =
At 319 December 2016
Trade payablas 1,252,502
Other current liahilities 179,761
Loans fram the banks - 640,200 - -
Lmilﬂﬁ'i - T

The maturity analysls agplies to financlal Instruments anly and therefore statutory labilities are not
included

3.2. Capital risk management

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue
a5 a going cancern in order to provide returns for shareholders and benefits for ather stakeholders
and to maintain an optimal cagdtal structure to reduce the cost of capital,
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3.3. Fair value estimation

4.1,

Cash and cash equivabents, trade receivables and other current financial assets mainly have short
tenn maturity, For this reason, their carrying amounts at the reporting date approximate their Tair
values,

The talile below shows the ategormation of financial assets as at 317 Decembrer 2017:

Carrylng amount Fair Value

Cash and cash equivalents 1,462,335 1,463,335
Trade receivables a5 747,052
Other current finandial assets 883,343 (BE3, 343
3,132,730 3,132,730

The table Below shows the categorisation of financial assats as at 31° Deoember 2016

Carrylng amount Fair Value

Cash and cash eguivalents bbb, 168 GAE, 168
Depasit in banks G0, 000 G0, 000
Trade receivables 1,920,920 1,920,920
Other current financial assets : 1,056,476 1,056,476
3,703,564 3,703,564

Critical accounting estimates and judgments

Estimates and judgements are continually evaluated and are based on historical experience and
other factors, incleding eipectations of future events that are belleved to be reasonable under the
circumstances,

Critical accounting estimates and assumptions

The Company makes estimates and assumptions concerning the future, Estimates and judgments
ara continually evaluated and are based on historical experience and othier factors, including
eapectations of future events that ars belisved to be reasonable under the circumstances, The most
critical estimates and assumptions are discussed below.

Useful lves of assets

The determination of the useful llves of assets s based on historical experience with similar assets
as wall as any anticipated technological development and changes in broad economic er industry
factors, In addition, as general guidance the Rule Book for depreciation rates prescribed by tax
authorities is followed, The appropriateress of the estimated usefull lives is reviewed annually, or
wihenaver thera |5 an Indication of significant changes in the undasdylng assumptions.

Further, due to the significant weight of depreciable assets in Company’s total assets, the impact of
any changes in these assumptions could be material to Company's financial position, and results of
operations. If depreciation cost is decreasedfincreased by 103, this would result inchange of annual
depreciation expense of approximately MED 23,846 thousand [2016; MED 27 753 thousand)
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4.1. Critlcal accounting estimates and assumptions {continued)
Potential impalrment of property, plant and equipment and intangibles

The Company (with support from the uitimate parent company] is assessing the Impairment of
identifiable property, plant, equipment and intongibles whenever there is a reason to believe that
the carrying value may materially exceed the recoverable amount and where impairment in value is
anticipated. The recoverable amounts are defermined by value in use calculations, which wse a
broad range of astimates and factors affecting those,

Ameang others, the Company typlcally considers future revenues and expenses, MacroBConomic
indicators, technological ohsolescence, discontinuance of operations and other changes in
clrcumstances that may indicate impairment. If impairment s |dentified using the value in wse
calculations, the Company also determines the fair value less cost to sell {If determinable), to
calcuiate the exact amount of impairment to be charged (f anyl. As this exercise is: bighly
judgmental, the amount of potentlal impatrmant may be signiticantly different from that of the
result of these calcufations,

Impairment of trade and other receivables

The Company calculates impairment for doubtful accounts based on estimated losses resulting from
the inzbility of its customers to make reguired payments. For customers in bankruptcy and
liquidation, impairment is cakculated on an individual basis, while for other customers it is estimated
on a portfolio basis, for which the Company bases its estimate on the aging of its account receivables
balance and its historical write-off experience, customer credit-worthiness and changes in its
customer payment terms. These factors are reviewed periodically, and changes are made to
caloulations wihen necessary. The estimates involve assumptions about future customer behaviour
and the resulting future ash collections. IF the financial condition of its customers were [0
deteriorate, actual write-offs of currently existing receivables may be higher than expected and may
exceed the level of the impairment losses recognized so far.

Provisions

Provisions in general are highly judgmental, especially in the cases of legal disputes. The Company
assesses the probability of an adverse event as a result of a past event to happen and If the
probability is evaluated to be more than fifty percent, the Company fully provides for the total
amount of the liakility, The Company is rather prudent in these assessments, but due ta the high
level of uncertainty, in some cases the evaluation may not grove to be in line with the eventual
outcome of the case,
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5. Sales
20T 2016
Sales on domestic market 20,420,269 15481, 542
Sales on forelgn market 2,679,633 3,550,732

— 23,099,902 19,032,274

The sales on domestic and foreign market represent sale of oil derlvatives.

b, Cost of goods sobd

2y 2016
Cost of traded goods 21,923,616 17,721,321
rianipulation and shrinkags expenses 10,185 16,882

21,933,811 17,738,203

7. Operations and logistics expanses

2017 2016

Depreciation and amartization 168,921 165,911
Gross salares and wages 123,409 106,115
Electricity 20,529 13,341
Other fload cost 20,148 31,533
Redundancy expenses 18,358 .
Insurance expenses 16,106 18,420
Miscellaneous expenses 15,339 7,647
Fersannel related expenses 13480 12,500
Maintenance expenses 7,831 T
Cwm consumption of fuels 50 5,790
Telecommunication expensesg 189 280
Office supplies expenses — 109 75
405,978 371,190

Other fixed costs include expenses for utility services, transportation and consumption of own
procucts,
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B Administrative expenses

2017

Gross salaries and wages 105,478
Btiseedlanecus expenias 51,6932
Crepraciation and amortization 44,2549
Oiher fixed cost 12,045
Redundancy expenses 17,405
Personne| refated sxpences 15,166
Public relation and advertising oxpenses B0
flental expenses 7,603
Insurance expenses 4,576
Business travel 1,553
Blainterance eapEnses 1377
Telecammunication axpenses Tdd
Office supplies expenies 537
275,108

2016

133,533
42 879
42018
12,725

14,537
6,601
7,732
5,178

a1

16,431
1,572

563

274,677

The miscellaneous expenses incude membership fees, management fees, and expenses for awdit
and other third party fees and services, Other fixed costs indlude expenses for utllity services and

comsumption of nwn products.

9,  Sales and distribution expenses

v 2016
Gross salaries and wages 105,625 107, 095
Depreciation and amortization 15,276 15,604
Miscellaneous expenses 13,5940 22,684
Fersannel relatad expenses 11137 11,965
Other variable expenses 9,879 11,839
Other fixed cost 9,646 6,104
Redundancy expenses 4,76 =
Maintenance expenses 4,095 10,581
fental expenses 3,306 4,743
Pubdic relation and advertising expenses 2,688 3,678
Insurance expenses 4,605 64
Dues and subscriptions 2,325 2,743
Transportation expenses 1,234 9507
Office supplios expenses (53 527
Telecommunlcation expensas 447 546
211,746 208,984

The miseellaneais expenses are mainly related to cost for guality control for exports.
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10, Other operating incoma

11,

12.

13,

Imcome from prior years
DMvkdend Income

I from sabe of fixed assets
Colbected written off receivables

Other operating expenses

Impairment of imentories

DMisposad materials from warehouse

Waste treatment expansas and scrapping of gonds
teet book value of disposed fixed assets
Impakrrnent of bad and dosbtful debis
additionally determined expenses

Finance inedme and costs

Forelan exchange gain
Interest income
Finance income

Foreign exchangs loss
Interest axpanses

Rank charges

Finance costs

Met finance Income § (costs)

income tax expense

Recognized i the staterment of comprehansive income:

Current tox expense

Current year

Deforred tax expense

(Decrease)) increase in defarred tax assats

Total Income tax In the statement of comprehensive
incoma

Translation in English of the official financial statements issued in Macedanian

2017 2016
i, 605 12,653
2,639 3.045

349 128
E. 36
9,593 15,922
2017 2016
31,034
12,604 .
9,041 24,962
A50) 1,324
BE0 2,117
- 1,672
53,993 32,075
2017 2016
52,046 65,441
7,122 12,340
59,268 77,781
[19,926) (62,717}
(21,361) {49,607}
(11975)  (14,388)
(53.262) (126,712)
6,006 {48,931)
2017 2016
(31,625} {36,677}
[6,277)
(31,625) _{22,954)
25



OKTA AD — SHOPIE
Notes to the draft financial statements for the year ended 31" December 2017
{all ameents are in thousands of MKD unbess otherwise stated)

14.

13, Income tax expense [continweed)

2017 I01m

Profit before tax 234,885 374,136
Expenses non tax deductible according te local regulations 84,039 5,544
Taxed Income
Coltectad recelvahles taxed in previous years . {92
Davidends regelved {2,639) (3,045]
Tax loss carries forward = AR

316,255 366,769
Tax charge 31,625 36,677

As of 1 August 2014, new profit tax law came into force being applicable from 1 January 2014 for the
net income for 2014, According to the provisions of this new law the tax base is the profit generated
during the fiscal vear increased for non-deductible expenses and reduced for deductible revenue {ie.
dividends already taxed at the payer], with profit tax at rate of 10%.

The tax authorities may at any time inspect the books and records within 5 to 10 years subsequent
1o the reported tax year, and may impose additional tax assessrments and penalties. The Company's
management is not aware of any circumstances, which may give rise to a potential material liability
in this respect.

Earnings per share

Basic earnings per share are calculated by dividing the profit attributable to equity holders of the
campany by the welghted average number of ardinary shares in issue during the year,

2017 2016
Profit for the year 203,240 331,182
Profit attributable to ordinary equity holders 203,240 331,182
Weighted merage numbear of ordinary shares in isswe; Bdg, 360 346,360

wWekghted sverage shares of the Company during 2017 was Bag, 260 2016 a4, IR0, OKTA has no
preference shares,

th
Translation in English af the official financial statements issued in Macedonizn
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Notes o the dealt financlal stabemants fuf tha year andis 30" December 2011
[all amounts are in thousands of MED unless otheraise stated)

15.  Intangible Acuety

Software and
x Total

e ather rights
Cost
Bakamee a3 at 1 fanuary 2017 56,377 56,377
Additions 4,792 4,782
Safpwiare pnder constructaan 1106 1,106
Balamce as at 31 December 2017 62,275 62,275
Accumulated Amortisation
Balance as at 1 January 2017 26,250 26,290
Armoriisation 12,133 12,133
Balance as at 31 December 2017 iE 423 38,423
Net book volue as at 31

23,852 23,852
Dicember 2017
016
Cost
Balance asat 1 lanuary 2016 48,505 48,505
Additions 7,871 7,871
Balance as at 31 December 2016 56,376 56,376
Accumulated Amortisation
Balance as at 1 January 2016 16,138 16,118
Amaortisation 10,151 10,151
Balance as at 31 December 26,289 26,289
et book walue af ot 31

30087 J0,087
December 2016 i

Translation in English of the official financial statements lssuad in Macedonian
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Motes to the draft financial statements for the year ended 31% December 2017

{all amounts are in thowsands of MED unless otherwise stated)

16. Property Plant and Equipment

At 1 lanuary 2017

Coxsl

Accurnulated depreciation
het book amount

Year ended 31 December 2007
COpening net book amount
Adilitions

Transfer from construction in
progress

Disposals (net book value)
Depraciation charge

Clasing met book amount

At 31 December 2007
Cost

Accurmulated depreciation
Met boak amant

Year ended 31 Decermnber 2016
Cpening net book amount
Additions

Transfer from constrection in
pFOgress

Disposals (net book value|
Dapraciation charge

Closing net book amount

At 31 Decermber 2016
Cost

Accurnulated depreciation
Met book amount

Land Bulldings Machinery  Construc- Total

and tion in

equipmeant progress
247319 316203 6,651,500 %861 10,180,712
- {905,785/ {4,965,1149) - (7.870,904)
247,319 256,247 1,686,381 __EI!I-,EE.‘:_ I;,m,ma
247,314 256,247 1,686,381 93,861 2,285,808
- - 83,663 B36063

18,283 AT A48 {75,731)
- [5, 1Rd) (5,184]
[31,256) {195,067 [#26,323]
247,319 253,214 1,533,578 107,793 2,141,964
247,319 3,190,314 6,665,735 107,793 10,211,161
(2,937,080] (5,132,157} (8,069,197}
247,319 253,274 1,533,578 107,793 2,141,964
144,243 220,750 1,754,700 193,994 2311727
; - 205,141 205,141
103,036 60,675 122,808 |295,609) -
[,975) (3,037) [3,665] [9,677]
) {31,203)  (1E6,180) - [#17,383]
247,31% 256,247  1,6B6,381 99,861  2,289.E08
247,319 3474401 6,651,500 99,861 10,173,081
- [2,918,354) (4,965,119} - (7.883,273)
247319 256,247 1,686,381 99,861 2,289,808

Qut of total depreciation and amartisation expense [of the tangible and Intangible assets] amount
of MKD 168,921 thousands (2016: MED 169,911 thousands) has been charged in Dperations and
logistic expenses, MED 44,2553 thousands (2016: MED 42,005 thowusands) in administrative costs and
MED 25,276 thousands (2016 MED 15,604 thousands) in selling and distribution exgenges

uring the past year, the Company has purchased the land which was in state ownership in the
previous years, The administrative procedure is in progress.

Tramslation [n English of the officlal financial statemants isswed in Macedonian
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Notes to the draft financial statements for the year ended 317 December 2017
{all ampunts are In thousands of MED unless otherwise stated}

16. Property Plant and Equipment (continued)

Based on the change in the nature of entity’s operations, management reassessed the valuation
modeal of property, plant and eguipment a5 at 31° Becembar 2017, The recoverable amounts were
assessed on basis on value in use treating the operational activities of trade and refining as one Cash
ganerating unit. In detarmining value in use, the cash flows weare discounted ot o mate of 5.92%
{6.47% [or 2006} on a post-tax basis, The valuation model has not suggested any impairment and
hence no impaiments have been recorded as of 31" December 2017 ar as at 31* December 2016
Management performed sensitivity anakyses of the present market value of the entity esing different
discount rates and concluded that market value of the entity is higher than the net book value of the
assets up to 5.00% WALL

17, Awvmilable-for-sale financial assots

2017 2016
A1 1Y fanuary 21,584 11,857
Additions -
Digpsals - Z
Met pains/ |losses) transfer to revaluation reserves 1,736 9,732
At 31% December 23 310 11,584

Awvzilable-for-sale financial assets are denominated in Macedonian denars and include the following:

2m7 2016
Investments in companias 5,693 5651
Investments in banks 17617 15,833
23,310 21,584
18,  Inventories
2017 2016
Trade goods 466,051 471,315
Spare parts and tools and consumables stores 6,786 74,520
452 837 546,835
1%,  Trade and other recelvables
Carrying amaunt of trade receivables 15 prasanted as follows:
FLL 2016
Frade recefvables domestic 32,027 1,773,610
Trache receiables foreign - 1se7 214, 200
Trade receivables — gross 850,818 1,987.810
Prowision for impairment of trade recelvabilas : {63,766)  [66,890]
787,052 1,520,520
S 29
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Notes to the draft financial statements for the year ended 31 December 2017
(afl amounts are in thousands of MED unbess otherwlse stated]

1%, Trade and other receivables (continueed)

Carrying amount of trade and other recelvables is presented as follows:

2017 2016
Trade receivables - domestic 692,027 1,773,610
Trade receivables - foreign 158,700 212,837
Foreign recenables from related parties {note 27) L b | 1,363
Less: Proviglon for impairment (63,766 {66,890)
Trade receivables - net 7E7,052 1,920,920
Recervable from Escrow acoolin ThY,497 0,457
Prepaid expenses 61,136 60,301
Advance paymernls 18 2,082
Recabvables from empboyess g 133
DOther shart term recenabies 3,452 3,642
VAT recaivables 45,379 240,311
Other receivables 8E3, 343 1,056,476
1,670,395 2,977,396

Receivables from related parties represent receivables from ELP.ET. Balkaniki 5.4.Greece and EXD

Bulgaria (Mote 27].

Following the provisions of the Share Purchase and Concession Agreement dated 8" May 1999
concluded between ELPET Balkaniki 5.4 [the parent company of OKTA AD - Skopjel and the
Government of the Republic of Macedonia, the Company has recognized receivabies in the period
from 2000 to 2004 in the amount of approsimately MED 769,497 thousands relating to the period

prear to the acqulsition.

Thi apeing analysis of trade recelvables is as follows:

2017 2016
Mot past due TR A90 1,878,384
bess than 30 days 1,149 13471
30 to o0 days 23 15,851
50 days to 1 year 2.584 13214
Cver 1 year B3,766 _ bGEID
Total gross receivables BS0,B1E 1,987 810
Movements on the prevision for impaliment of trade receivables are as lollows:
2017 2016
AL January B, 840 64,143
Provision for receivables impairment 404 121
Collectad receivahles : {10m)
Written off receivable {5a1] 11,198
P difference @57 am
At 317 December 63,766 fE,890
o - 1

Translation in English of the official financial statements issued in Macedomian
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Notes to the draft financial statements for the year ended 31" December 2017

{all amounts are in thousands of MKD unkess atherwise stated)

18, Trade and ather receivables (continuwed)

Amounts charged to the allowance account are generally written off when there is no expectation
af recovering additional cash.
The apeing anatysis of provision for impairment is as follows:

2017 2016
Ower 1 year 63, 75k Bi6, H9)
Chver 180 danys .= .-
63, 766 646, E!H:I

The carrying amaunts of the Company's trade receivables are derominated in the following
Currendies:

2017 2016
WKD 673,789 1,773,610
ELIR 148,918 139,486
LS 28,110 74,714
850,818 1,987,810

The carrylng amounts of the Company's other recanablies are denominated in the following
Currancias:

2017 2016
WKL 843,343 1,056,476
883,343 1,056,476

Thie fakr value of the trade recelvables and the other receivables at the balance sheet date i the
zame &s their carrying value.

20.  Cash and cash equlvalents

2017 2016
Bank accounts in domestic currency FAT A4 305,192
Bank accounts In forelgn currency 2R 17,323
Cash on hand 35 )
Othar cash and cash equivalents 684,585 343,585
1,462,335 666,168

The carrying ansounts of the cash and cash equivalents are deneminated in the following currencies:
2017 2016
FAED 1,350,E75 B4B R4S
EUR 08,074 18424
LI5D _ 13,3832 809
1,862,335 66,168

31
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'ﬂ.url amounts are In thousands of MKED unless otherwise stated)

21

a)

b}

Capital and reserves
Shares

The total authorised number of ordinary shares is 546,360 shares value of EUR 5112 per shara (2016:
246,360 ordinary shares with EUR 51.12 par value), All issued shares are fully paid.

The shareholdars structure as at 31 December 2017 was as follows:

Mumber of % of total share
ordinary Total capital

shares shares
ELP.ET Balkaniki 5.0, &R0 ETS 689,875 3151 %
Pucko - Petral DOO 01,965 91,965 10,87 %
Other 1) 6,520 64,520 762 %
BB, 360 846,360 100 %

1) Shareholders which individually hokd less than 0.4% in share capital

Dividends

Dividend payments during 2017 in amount of MED 91,705 {20167 61,265}, Thera are no otfeer
declared dividends,

Declared ond poid duning the period ended 31 Decernber 2007
Final dividend for 2070 6:

Do lared: 92355
Pald: 91,705

Dividends declared and paid for the year ended 31 December 2016 entirely relate to cash dividands
on ordinary shares,

32
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Notes to the draft financial statements for the yaar onded 31" December 2017

{all amounts are in thousands of MKD unless otherwise stated)

21

e}

Capital and resenves {continued)
Reserves

Srofutony reserves

According to Macedonian regulations, the Company is reguired to have compulsory statutory
reserve established through appropriation of its net profits. With the changes of the Law on Trading
Companies effective fram 1" January 2013, the Company is required to set aside 5 percent of its net
statutory profit for the year In a statutory reserve wntil the lavel of the reserve reaches 1/10of the
share capital.The Company has achieved the required minimum in prior years and consegquently no
approprition in 2017 has been mades.

Revaluomtion reserve

The revaluation reserve relates ta) (i) property, plant and eguipment and comprises the cumulatie
increased carrying value based on the increase of the producers’ price index on the date of
revalyation that was performed wp to 2003; and (i} effects of revaluation of available for sale
financial assets.

Employee benefit obligations
207 216G
Retirement banefit obligations and juhiles awards . 13,680 14,771
13,680 14,771

Assumptions are set based on actuarial advice in accordance with published statistics and experience
in the country, The employes benefit obligation is cabculated annually by Independent actuaries
using the projected unit credit methaod,

Mortolity rofe;

Freim the study of the maortality rates in the past years the Company has determined a representation
of the expected current mortality in Republic of Macedonia. Mortality standard table EVEZ000 was
used for 2017 and 2016

Transkation in English of the offick] financial statements issued in Macedanian
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Motes to the draft financial statements for the year ended 31" December 2017

{all amounts are in thousands of MKD unless otherwise statid)
22, Employes beneflts ablipations {continued)

Amounts recognised in Balance sheet
Present value of obligations

Fair value of plan assets

et Liability/ (Asset) in Balance Shoet

Amounts recognized In Profit and Loss

Service cosl

et interest on the nat defined benafit iability/ (sset)
Recognition of actuarial {gain}/Loss

Regular PEL charge

Settlement) Curtailment Termination loss) (gain)
Total PEL Charge

Reconclllation of benefit obligation

Defined Benefit Obligation at start period
Service cost

Interest cost

Benafits paid directly by the Company
settlement) Curtailmenty Termination lnss (gain)
Actuarial [gain)/loss- experience

Defined benefit obligation at end of period

Maovements in Net Liabllity/ (Asset) in Balance Sheet

Net Liabilityf (Asset] in Dalande Sheet at the beginning of the

perind
Benefits paid directly
Total expense recognisad in the income statement

Total amount recagnised in the Other comprehensive income

Mt Liability) |Asset] in Balance sheet

Assumptions

Discount fate

Price inflation

Rate of compensation increase
Plan duration

Future working life

Translatian in English of the afficial financial statements issued in Macedonian

2017 2016
13,680 14,771
. 13,680 14,771
641 £94
663 612
— 1,304 1,306
47003 3,502
48,403 5,208
14,771 14,556
61 5o4
663 b1z
|2,401) 4,650
: 3,002
[: (343
13,680 14,771
14,771 14,556
(49,721} {4,650)
48,403 5,162
227 {297
13,680 14,771
3.8% 4.3%
2% %,
4.5%, 4.5%
13,56 11.87
1854 18.25
34
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Notes to the draft financial statements for the year ended 31" December 2017

i:éll amounts are in thousands of MKD unless otherwise stated]
23, Trade and other payables

Carrylmg amount of trade payables is presented as folbows:

2017 2016
Domestic trade payahles 516,014 435,200
Forelgn trade payahles 540,557 817,258
Payabbes for non-invoiced goods g a4z

1,056,571 1,252,502

Carrying amount of trade and other payables is presented as follows:

27 2016

Domestic trade payables 516,014 435,202
Forelgn trade payables 9,557 1,880
Foreign payables from refated parties 160,025 631,120
Farelgn trade payables prior acguisition 161,975 184,258
Pavables for non-imdaiced gadods = a4l
Trade payables 1,056,571 1,252,502
Advances received 26,702 448,255
Facise taxes payable 65,815 49,766
Salaries and wages 13,147 13,779
Personal iIncome tax and contributions BA07 b, 706
Withhobding tax 104 354
Prowksion for court cases 5,081 5081
Accrued liabilities 44,780 593,301
Qther 1,058 519
Other current liabilities IE:-i.'llj._ﬂl 179,761
1,219,681 1,432,263

Liahilities o related parties represent liabilities to Hellenic Petrokeum 3.8, Greece, and EKO Bulgaria
(Mote 27,

The carrying amounts of the trade payables are denominated in the ferllerwing cusrencies:

2017 2016
MKD 516,014 415,244
LSO 354,663 180,912
EUR 185 K04 636,346

1,056,571 I,IEE,EEE

The carrying amounts of the other payables are denominated in the fallowing currencies:

017 201G

MKD 163,110 179761
163,110 179,761

h 35
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{1l amounts are in theusands of MKD unless otherwise stated)
24, Loans and borrowings

mz 2010

Bank borrowings - ba0, o0
- B, 200

The borrowings are measured at amortised cost, Bank Borrowings mature in 2017 and bear average
interast rate of treasury bills +2 percentage points.

The carrying amaunts and fair valee of the current borrowings are as follows:

Carrying amount ~ Falr value
7 2016 il 2016
Bank Borrowings - B4, 2000 - &0, 200
. 640,200 - B0, 200

The fair value of current borrowings equals their carrying amount, as the impact of discounting is not
significant.

The carrying armounts of the borrowings are denominated in the Foflowing currencies:

2017 2016
MKD - 640,200
: §40,200

- 36
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25, Expenses by nature

2017 2016
Cost of traded poods 21,923,626 17,711,321
Grogs silaries and wages 334,512 336,747
Depraciztion and amaortization FAR A5G 23T R4
Piscellanaous expensas 91.571 73,210
Other fisad cost 49,743 40,362

Redundancy expenses 44,433
Fersonnel related expenses 35,7490 39,003

Impatrment of inventaries 31,038
INSUFANCE EXPEnsEs 23,347 24,562
Electricity 20,529 22,34
Maintenance eapenses 13,347 33,589
DMsposad materals from warehouse 12,604 e
Public relation and advertising expemsses 11,3493 10,369
Hental expensas 10,269 12,475
Manipulation and shrinksge expenies 10,185 16,882
Other variable expenses 9,979 11,230
Whaste treatment axpenses and scrapping of goods 9,041 24,962
Dues and subscriptions 2,34 2,743
Business travel 1,553 817
Telecommunication expenses 1,380 1,398
Dffice supphies expenses 1,299 1,165
Transportation expensas 1234 0.a07
O consumption of feels 950 5,790
Impairment of bad and doobtful debts A50 2117
Met book value of disposed fixed assats 4501 3,334
Additionally determined expenses - 1,672
22880636 18625129

26.  Emplovee related expenses

M7 206
Salaries and wages 200,785 205,609
Cantributions and Laxes 100,903 101,006
Other banefits 25,820 30,132
s 336,747
2017 201
Average number of employess 404 419
a7

Translation In English of the official financial statements isseed in Macedonian
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Notes to the draft financial statements for the year ended g_l.ff_!glep_emhur 27

{all amounts are |n thousands of MED unless otherwise stated}

Fi

Related party transactions

The Company is controlled by ELP.ET Balkaniki 5.4 Greece, which owns 81.51% of the Company's
shares. Uitimate parent is Hellenic Petrolewm 5.4, incorporated in Greece. The remaining 7.62% of
the shares are held by the minor sharehokfers and 10.87% of shares are held by DFTU Pucko Petrol

Liwnz- lrvas Doo - Makedonski Brod,

Al transactions with related parties are conducted under normal trading and commercial terms at

mubizally agreed terms,

The following transactions were carried oul with related parties, parent company, wltimate parent
company |described above in the first paragraph of this Note] and other refated parties which

aremembers of Hellenic Petroleun Group of companies,

a) Sales of services

Sales of services

Vardax 5.8,

lugopetral .0
EXO Bulparta

b} Purchases of goods and services

Purchimies af trading goods

Hellenic Petroleum 5.4,
HFL 5.8,

Purchoses of services

Hellenic Fetrolewsm 5.4

ELPE Internatbonal consulting
Asprofos 5.4,

EKD Serbia

HFL 5.4

ERD Biilgaria

2017 2016
Gl 6ES

024 1,126

1,256 1513

3,065 5,328

2017 2016
J0098,192 16,956,502
S ' AL
20,998,192 16,956,383
2017 2016

25,085 .

4,992 6,652

115 7656

- 3,775

5,816 5,008

s 509

36,363 16,800
=
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Motes to thu draft financial statements f-ur_l!'ge year ended ;{“ qe:e.n'-!;er 2017

félllnah-'iau- nts are in thousands of MED unless atherwise sta'te;:I]-

27. Related party transactions [continued)

Receivobies orising from sale of services 2017 2016
Wardax 5.4 - 1,070
lugopetrol AD £
E¥0 Bulgaria B} 255
ELPET Balkaniki 5.4, 4 ) 4
91 1,363
c] Outstanding balances arlsing from purchase of goods/services
Payables orlsing from purchase of raw materials and goods 2017 2016
Hellenic Petrofeum S8, AnR 457 f27,405
368457 627,405
Payables arising from purchase of services m7 2016
Asprafos 58 129
ELPE Consulting Greece 1,660
ERQ Sevbia - (40
HFL 5.4, 454 1,649
EXO Bulgaria = in
Hellanic Petroleum 5.4, 114 —
568 3.715

d} Hey management compensation

key management includes members of the Board of Directors and Directors within the Company,

The compensation paid or payable to key management for services is shown balow,

2017 206

Salaries 25,250 20,578

Tazes and contributions 103,060 0In8
Other banefits 4,919 5,836

40,265 35,712

o 19
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{all amounts are in thousands of MED unlass otherwise st slated]
28. Contingencies
a) Bank guarantees

The Company has contingent liabilities in respect of bank guarantees ansing in the ordinary course
of business. It is not anticipated that any material liabilities will arise from the contingent labilites.
The Company has bank guarantees in the amoeunt of KD 625251 thousands as at 31 December
2017 (2016: MED 675,343 thousands). Mo additional payments are antficipated at the date of the
financial statements,

b} Legal proceedings
Frorm time to time and in the nomal course of the business, claims againgt the Company may be
received, On the basis of its own estimates and both intérnal and external professional advice, the
managemant of the Company I of the opinion that no material losses will be incurred In respect of
claims. (Note 23)
29, Commitments

Operating lease commitments

The Company leases motor vehicles under operating lease agreements. The lease expenditure
chirged to the Statement of comprehensive income during the year is disciosed in Mete 7, Band 8.

Thae futire aggregate minkmum lease payments undar operating leases are as follows:

7 1016

ko later than 1 year 11,744 0827
Later than 1 year and no later than 5 years 15372 13,105
Later than 5 years £ -
27,116 22,932

30,  Events after the reporting period

Thare are no events after the reporting period that would have impact on the 2017 Statement of
comprehensive incaorme, Statement of financial position or Statement of cash flow.

a0
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Mame of the Company: OKTA Crude Dil Rofinery A0 Skopje
Address: 51r. 1 No. 25, Miladinovei, Skopje

Unigua 1D nasmber: $074009

TRANSLATION

: alance Sheet 01,2017 - 31.12.2017
[ &OP et =
| asltion Mo | Current year Previaus year
1 F 3 4 5

|.l59.-1$'- A, NON-FIXED ASSETS (B02+008«020+021+031) DIy | 2,189, 126,GE9) 2341479276
'L Intangible assets [003+004+005+006+007-+008) 002 23,452,166 30,087,212
Expenditures for research and development (1]

|PIE'nIEM1r lipense, cancession and ather rights 004 IEL]'JE.SEJI 0087 213
lsoodwill [i:]

Adlwanca payrment for intangiile assets (s

gntangible assets in preparaton ooy 1,106,602

|nthnr in!anEiI:llr assels 0oE

I, THI!IIIIE assats l_ﬂiﬂ*ﬂﬂ*ﬂlﬂiﬂlmﬂiﬁ-lﬂllmlﬂd-ﬂ!!] 00E 6] 2,141,564,033 2,289,808, 164
Irmmovable property jreal sstate) (0314012} (1) 14] G00,552, A TE 503,565,180
Land o0i1 247 318 807 247 318807
Eullulngs o1z 25T 73571 256 246973
Plant and equipment o013 1467522 844 1,605,493 276
ETr.an;p.:ln assels 014 17 445 710§ 12 B30 966
aals, offsce inventor, assets far transport 015 48,568,957 Sl (1%, 268
M@i:al assets 0ig
(Aohvance paymant for tangible [} )
|T_al15il:|||.- ausels in preparadion il 107,753 377 HAE111T
Dther tanglble assets in praparation 01% 38,757 35,757
L INWVESTMENT I IR OVABLE PROPERTY 0z0
[IV. LONG-TERM FINANCIAL ASSETS [022+023+024+025+025+030) a2 23,310,500 11,583,900
“Inwesermant in branch offices (il

Investment in assaciate entities and joint venture myvesttments 023
[haceivaties from long-term loans pranted to related parties 24
Ineceivabies from Iongg-tarm |oans 025

irvestment in long-term securities [(27+028+025} 026 23310500 21,583,900
[irvvestrent in sacurltles held to maturity oy
linvestments in securities available for sale {28 43,310,505 £1,583, 50
Irvestmants in securitios at fir valies through profit or lass 029
(Oiher kpnp-term financial assets 130
[v. LONG-TERM RECEIVABLES [032+033+034) [E [] 0
Recevahles from redated parties 03

Recevables from customers 033
|I::|-1I1qr long-term recevables n34
"I. DEFERRED TAX ASSETS 035

B. CURRENT ASSETS (037 +045+052+0549) 034 3,564,430,5590 4,189,557 027
It Stocks (038+035+040+041+042+043) 01z 492,530,761 546,635,004
ISw{l-:i of raw materials 038 8,808,017 27,562,290
Stocks of spare parts, small inventory, packagmg and tyres 039 17,5976 BE2 46,957 595
Iss.actafunflrllmed products and semi-products 040
Stack of finished products 041

Stock of commercial prodicts 04 466,050,863 72315119
[510ck of biological products 043
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IIl. ASSETS |DF GROUP FOR THAMNSFER FOR SALES AND INTERELPTED WORKS) Da&

111, SHORT-TERM RECENABLES {046+047 4048 04940504051} 045 1,609,255 400 1,916,554 327
Aecevables fram rofated parties IS0 7 140,415 1,852 514
Trade accouwnls récenable 04z 7 TEES11, 066 1,019 057 441
Addvance payments D48 1,470,485 4,051,745
Recervables fram the state ugon takes, social cantribution, customs duties, exclse and 04a

ather dulias Lowards The state 45,378,796 2NL310.886
hﬂ:::ﬂnhl:ﬁ fram the employees 050 of 133,203
]I:H'I]e-r shart term receivables 051 T71.548 738 773,138 518
]Fu'. SHORT-TERM FINANCIAL ASSETS [053+056+ 057 +058) 052 0j 0|
{vvestment im secusitios (0544055} (53 0 ol
1In'.'estmen1u1 sepudrities hedd to maturity 054

[Investments in securities at fair value theough prafit or bss 055
[Recemables fram short-term loans granted 1o related partses 015k
{Recenvables from short-term loans 057

ik shart-term financial assats (58

. Cash and cash equivalents {060+061) 059 B 1462334428 726,167,606
Cash a6l ¥ 50,235 325,711,170
ICash mquivalents [ BH4, 584,193 00,456,526
I"l.rl. PREFPAYMENT OOF EXPEMSES FOR FUTURE PERIODS AND CALCULATED REVENUES 62 §1,136,078 60,801,206
'TGTA_I_._E._ESFI'S: ASSETS (000 +035+036+044+062) 063 5,814,693,357 6,591.877,504
B, OUT-OF-BALANCE H - ASSETS 06d 3,615 520,830) 3615 529,824
0781 65 4,580,906,481|  4,467,966,493
‘I, SHARE CAPITAL 16 o 2472819516 1472 E19 516
1. Shase premisms D67
liik. ©rem shares {-] 0
V. Registerad, nat paid cagital ) i

. Revaluation reserve and differences from evaluation of components of tha ather a70
lomprahensive profit 97,450,853 95,497,244
"WI, RESERVES (072+073+074} 071 #12,119,797] 812,119,797
Statustony reseres vz 494 18,176 A5 FY1R1TR
[companys resarves (aocording to the Incorporation Act] AFE]
Yother reserves 074 317,401,621 317401621
Vil ACCUBULATED PROFIT 075 995,276,596 T56,348.065
[vin. TRAMSFERRED LONSS |- 076
I PROFIT FOR THE CURRENT YEAR a7 203,239,619 331,161,871
E. LOS% FOR THE CURRENT YEAR 0vE 1} ]
J¥L. SHARE CAPITAL OF THE OAWNERS OF THE PARENT COMPANY 073
Ix11. NON-CONTROLLABLE PARTICIPATION E0

E. LIABILITIES (08 2+0E5+095) 0El 1.1B3,916,734 I,H'SBJSIE,.ME
pl- LOMG-TERM PROVISIONS FOR RISKS AND EXPEMSES (083+084) e 13,679,682 14,771 456
Provisions for pensions, severance payments and simiar Rabilities towards the employees 13,679,682 14771 456
(Other long-term provisions for risks and expenses 0p4
|H.LIEIM-E-'I'EHH LUABILITIES {og 0BG go 093] (A% 0o [
Lizhilities to redated parties ([R5
(Irade payahles g7
[Advance and degosit liabilities OEd

Liahifitios upen loans and credits to refated parties 08
Liahifitins upon loans and credits (50
[Liabilties upon securities 091
“Other financial labilities a2

Othier lorg-term liabdlities a3
{11 DEFERAED TAX LIABILITIES 0od
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Il".l'. SHOAT-TEAR UABILITIES (oa 0% no 108) (145 1,170,237,0%4 2,044 156,893
|Uah|htle-s to related parties Ma| 10 AGEAI9 27 631,653,560
TTrade payables a7 | 10| 687742271 620 447,751
{Advance and depasit labilithes LG i, M2, 143 44,255,353
|Liabitites for takes and scial contribution upen salaries 044 B, 407,376 &, 705,957
Wiabilvdes towards the amployess 160y 13,267 373 13, 77897
Cirrent tax liabdlities 101 b, 349 812 &h, 6,732
[short-tesm provisiens fos fisks and expenses 102

Wiabilitees upor loan: and credits to related parties 13

Liabilitbes wpan loans and eradits 104 0 G, 200,000
[Liabilities uparn tecurities 105

[aabilities upon participation in the profits 106 9348 806 51B.665
Other fimancial liskilitees 107

Othar bnp-term labilities 104

V. DEFERRED PAYMENTS OF EXPERSES AND INCOME IN FUTURE PERIODS 109 49,870,140 64,382,568
VI LIABELITIES FOR NOM-FIXED ASSETS (DR GROUPS FOR TRAMNSFER] HELD FOR SALE OR 110

INTERRUPTION OF WORK

TOTAL LIABILITIES: SHARE CARITAL, RESERVES AND LIABILITIES [065+0B1+004+109+000) | 111 5 514,663,357 5,591 877,509
(B OUT-OF-BALANCE RECORDS - LIABIITIES 112 3,615,524,828 3,615,525,828
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Income Statement 0001, 2007 - 31,12 3017
AL
il Position aop | Mo
féa, Now | Currend yoas Pravicas yar
| 1 2 1| 4 5 ]
Iy I, DPERATIONAL FUCOME |202+203+206) i) | 338I524EI06) 15052968 15
1 Eale incame 0T ) 1L | JL1065TIALG| 1903237373
3 Orhey Fecene plur] 8,675, RBAD 20,555 05T
| 4, Change o s sl of ftock of finished products ard unfnished peodurtion
4. |Steckof feeshed prochucts and ualinished production at the beglnmng of thi year i
A8 [Sock of fiesshed products and wnlinished production at the end af the yes plue] 1 a
| &5 |capitahisation of can production and soredces it
| E 0, OFEHATIONAL EXPENSES [Z00+2059+2 8052114212+ 21342104+ 21 32042 2 1+ 2238 07
22800 253 02zl 18,639,517,643
7. |maw matesials exprnses HIA b2, 514 956 55, 215
| 8 [Purchase price af the goods scid K 21,952.408,385] 13,752 &30 80}
Iy Purchase price of meterials e small eveta and Eyes 310
1k |Services categorized as maderial espenses ¥l 56, 590 945 T2 A% 00
i 11 ke sperslions] espenees 112 175,567,139 141 F AR
| 12, |Employees expenses {210+ 115+ 21 6+217) 713 AT0,ERD, 379 3T3ATA, )
1.8, [Pt calaries Il 05 EFT535 IDE..WF..E'-EEE
124, [Expenses lor fanes arel salavies contributions 214 12,137,720 12,786,348
[ 12n  |mandstory secis comribution expanses 116 1,535, 6% 2270 42
' _1ls  |Orber expenses for employees 17 63,737,338 £5,793 064
13, |Depraciation af tangitle and intangilile ssats 218 21084h6,61 2I7.534,204
1 14 limpairment of non-fised asets 218
| 15 limpsirment of fiksd assets 220 31,898,218 2,116,016
16. 1Pr|:-r|:1|:-1:. faar eisks and expenses 21 1,303,750 THA37
17, |Caher eperationsd ey 233 2. 2006,643) 5445 G100
16, DL FEANCIAL INCOME (224+225-2304231+232+233 13 0,185,862 73,008,119
19, [Fnancial incoma aising from related pamies (7251 2164227+228) 224 1,147,907 LATR, 716
192 |inceme from swvestmant m related parlies 115
298 Jincome from snigmasts from relaied paies 06
188, lincame from foreign exchange difference from related partiey 227 7,747.902 #,878, 716
18 (Db fngncial incaime fom related panies 128
B, |incamse fram mestment 0 non-relsed parties i) 2,639 05 3,499, 850
71, |incame fram interests fram non-related parties 230 A, Ghl 4,531,500
X2 lincame from foreign :h:chlr&e:ﬂl"l':rann: fram ran-related parties FES| 44,798 334 632,563,051
B lUnweslised moene Troen linancial assels 133
" 4 Daler leangial incaime 133 AAT1Aa21
| 5. IV, FINANCIAL EXPENSES (235+3 394 240424 1+ 2404 243] pa A1, 386, R54 113,323,456
T6. |Fmancesl mxpenses with related parties (236+237+230) 235 BEFDTYT B,473.059
2as  |Cwpunues for interest pavable to related parties 136
| 266, |Expense far [nrﬂﬂn. ikt hangs: cifferances payable ba relaiod partias 257 R (e [ PR
| 26e  |Other finantial expenses payable tn relsted panies P
27 |Espenses foc interest payable to nonrelabed parties 231 41360856 A%,60E, T35
28 |Espense b Ionsgn exchange delerences payabile 1o non-related parss &4l 11755221 Al 24 3521
I 2% |Unreslised logs from fnancial sssets 241
0 Impairament of financeal asaets ard smvesiment 242
L |Other firandial exgenses 43
32 |Participatian in the profit of assocate enfities 244
| 33 Parlicipitan in the s of associate entilie 245
TR Profit fmmn:jularupa'.\l;-nus,[zﬂlqlhzuklm-zl:lsq[ﬂa 1344 245) 245 234 065,278 374,135 8159{
35 Loss from regulor operations (204- 505+ 207X 44205 - {201+ XE34 280) 247 I




THANSLATION

{36 |met poofa feoen intemiptad work 208
| 37 |mwt loss from interrupbed work 244
3B, Profit bsedore taxaticd | 2464 14R] i [296-241) 250 434,864, 278 374,135 815
38, |Laoss before taxaticn {20 Fer4) e {2079 2005 251 a 1]
| & |comporste income tax 253 31,625,657 42,953,048
I &1, |Defered tas assers 53
42.  |Deferred tax liahilties 254
43, |MET PROFIT FOR THE CLRRENT YEAR (250-2534253-154) 155 203,235,619 131,181,871
[ a4 |Eru:rss FOR THE CURRENT YLAR [2515252-2535254) 156 o} 0
A5 |averags numeber of emplayees upon sk hies 57 A4 117
&6, |Musnber of monghs of wark 158 12 17
| 7. |PROFT/LOMS FOR THE PERIDG 258 03,135618] 331181871
I 475 |reodit belonging to the sharehalders in the parent company Fin) 213,339,614 331,181,870
476, |Prulr|. belonping fo the urcordrollable particepation Bl
i A |Lass bedongirg b the shar ahioldes o T parent company 62 =
|_amr. JLoss belonging o the uncongrollable parficaation 153
" 4B, [EARNINGS FER SHARE 6k
_ABa.  |Total basic parnings per share i)
| 424 |[Tosal dikied samings per shane b
| aop [pasc earm!pu'mirclm Ingernupbed wark iy
AEr.  |Dilubred earnings per share from interupbed work 2
1 REPORT FOR COMPREHENSHVE INCOME
L Amount
Orcsnal Peate
| No. PRI Ao Moo | Currend yiar Prasgicus year
L |Proéit far the year 265 203,239619] 331181871
e & Lins fer fhes woar 0 EII. ]
| 2 loshar comprehensive profit {273+ Pes 270 270+ 081 283} - {304+ FP6+2 VR 2804 2B 24 284) in 1,953,609) 10,028,775
1 2 Il]qher{mp’aherﬁhulwl [3T44ZTRA2TREIB04TR2VIRA) + [FT3+ 2T+ 2 T2 T U+ 0L TR )
| S IEaIns- arising from transtation of farsgn operations 173
| !Lu.u arsing Trom translation of lorsgn cperationg 14
7. |Gains from re-assessrment of fingncial aseets available for sae 175 L TR G00 4,732,100
I g |L|:I55.fl'l:l'l1 re-assessment of firandial sssets available for seie A
I s IEH:i:li-.'cErﬁ-n-n of gains fram hedpng irslnments Tor bedging ol cash lows m
14, |EHpctive particon ni‘l:-ssﬂlraml'-u:ﬂlm‘h’mntsfml‘-n:lmurmh flovees IR
I 1", |I:h.1rF af re-evaluatian reserees for nan-current assets 7
[+]
12, ||:hn§_= al re-evaluation reseres Iof ron-Cuiient asseis |+ 280
13.  JActunrasl gains cn defired plans for smployes beredits 281 227,005 906 TS
| 14, |Actuarid losses oo defined plans for employee benedits 182
I 45, Share @ ather cemprehonsia income of associabes [[ust for the needs of consobdation) 281
V6. [Share in ather comprehiendao loss of assaciates (ust for thi naads of consalidatian) 184
o 11 |Comporate menene Tax in the companants of the athar comnghansive incomss ik
18,  |Met other comprehersie ircome {271-285) 235 1,553 509f 10,02H, 775
14. Ir-hﬂ other m%hemhrln:s [3E5- 271 o {2700 FRE) 287 |
. Tedal gmpreherdive income for the year [269+286) nan (286270 o E[E.L?S.!‘E-B] 341,210,646
| #.a  |Compeebensive income sttributable 1o share holders af parest company 128 205,198 F 28 141,210, bk
| 205 |Comprehensive incoms belorging to uncontrollable participation 5
21, |Total cosnprsterbe loss for yaar [2704287) of (270-2R6) of {287-265) 1
H.a  |Comprebenshee boss atiributable to share hakders of parsnat company 32
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OKTA AD - SKOPIE

Moates to the financial statements for the year ended 31 December 2017

tall amounts are In MED unless othensise ;ate-di ;

11

General information

QKTA AD - Skopje (hereinafter “the Company”) is a joint stock company established on 26 March 1980,
The Company 5 owned E1.51% by ELP.ET Balkaniki 5.4, a company controlied by Hellenic Petrolaum
5.4, The parent company is incorporated in Greece

The Compamy™s main activities are trade, import, production and bending of ofl derivatives. Major ol
derivatives are Gasoline, Diezals, Fuel oll, LG and Kerosene-let Ol OKTA has a leading position in the
supply and trading of oil derivatives. The company uses the installation infrastructure in Skopje for,
import, storage and sakle of oll derivatives.

Starting from July 2013 OKTA is listed company on Macedanian Stock Exchange.

As of 317 December 2017, the Company had 383 employees [2016; 420 employess),

The address of the Compamy is as follows:
Street 1 no.25

bdiladinovel llinden

1000 Skoppe

rdacedaonia

The financial statements of OKTA AD - Skopje were authorised for lssuing by the Management on
19" February 2018 and will be subject of approval by the Board of Directors on 217 February 2018, These
financial statements ane sublect to approval from the Company’s Sharehalders Assembly,

Surnmary of significant accounting policies

The princlpal accounting poficles adopted In the preparation of these fingncial statements are set out
below. These policies have been cansistently appliad to all the years presented, unless otherwise stated,

2.1 Bask of preparation

These financial statements are prepared, In all material respects, in accordance with the Company Law
[published in Official Gazette Mo. 28/2004, B4/2005, 25/2007, &7/2008, 42/2010, 4B/2010,
24/2011,166/2002,187/2013, 34/2014, 41/2014, 1382014, 88/2016, 192/2016, B/2017, 30/2017 and
61/2017) and the Rule Book for Accounting {published in Official Gazette No. 158/2009, No. 164/2010
and Mo, 107/2011), whereby the International Financial Reporting Standards {IFRS) were peblished, This
Fule Book of Accounting comprise International Financial Reporting Standards (IFRS] - IFAS 1 ko IFRS E,
International Accounting Standards [185) - 145 1 to A% 41, Intermational Finangial Reporting
Interpretations Committes {IFRIC] - IFRIC 1 to IFRIC 17 and Standing interpretations Committes [SIC)
Interpretations comgrising S1C 7 to SIC 32,

IFRS G, IFAS 10, IFRS 11, IFRS 12, [FRS 13, IFAS 15, IFRS 16, IFRIC 18, IFRIC 19, IFRIC 200and IFRIC 21 are not
included in the Rube Book fer Accounting and are not applied by the Company.
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IFRS standards {including IFRS 1) were initially published in the Official Gazette in 1957, and singe then
several updates have followed. The last update was in December 2000, The Company applies all relevant
standards and the amendments and interpretations which were pubished in the Official Gazetie,

The financial statements are prepared under the historical cost convention as medified by the
revahsation of certain fiked assets and depreciation and available for sale financial assets.

The financial statements are presented in thousands Macedonian Denars — MED, unless otherwise
stated.

Consistency

The presentation and classification of items in the financial statements is retained from one period to the
next unbess it s apparent that due to the change in the nature of the entity's operations or a review of its
financial statements that another presentation or classification would be more appropriate, However,
such reclassifications have not resulted in significant changes of the content and format of the financial
information as presented in the financial statements,

2.2 Property, plant and eguipment

Items of property, plant and equipment are stated at cost kess accumulated depreciation and impairment
lpsses. Up to 2003 they have been revaluated at the year-end by applying official revaluation coefficients
based on the general manufactured goods price index. Such coefficients have been applied to historical
cast o later valuation and to accumulated depreciation. The effect of the revaluation of property, plant
and equipment has been credited to the revaluation reserva.

Additions are recorded at cost, Cost includes the invoiced value and the expenditure that is directly
attributable to the acquisition of the items.

Disposal of property, plant and eguipment represents expense o technology obsoleteness or ather type
of elimination of property, plant and equipment, incleding the accumulated provisien, Gains and losges
oh disposal of property, plant and eguipment are recognised in the income statement.

Subseguent expenditure
subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to

the Company and the cost of the item can be measured reliably,

The carrying ameunt of the replaced part is derecognised, All other repairs and maintenance are charged
to the Statement of Comprehensive income, during the financial period in which they are incurred.
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Depreciation

Depreciation of property, plant and eguignent &5 charged using rates not lower than those prescribed by
the law and is designed to allocate the cost or valuation of property, plant and equipment on the straight-
line basis owver their estimated wseful Bees.

The depraciation of property, plant and equipment shall start after expiration of the month of the start-up
in the year in which the utifization of the progerty, plant and equipment has started.

The following are the ranges ol the estimated useful lives applied to items of property, plant and

equipmeant:

2017 2016
Buildings 40 years A4 years
Computers 4 years A years
Equipment 20 years 20 years
Other equipment and vehicles 5 - 10 years 5 - 10 years

The assets’ residual values and useful lives are reviewsd, and adjusted if appropriate, at the end of sach
reporting pariod,

Gains and losses on dispasals are determined by comparing the proceeds with the carrying amount and
are recopnised within ather operating income/expense in the Statement of Comprehensive Income,

Land i5 not depraciated.
2.3  Intangible assets

An intangible asset is measured initially at cost, Acquisition costs include acguisition price [incleding
import duties and non-recoverable takes, after deducting trade discounts and rebates) and all directly
attributable costs which are incurred to prepare the asset for its intended use. After initial recognition,
intangible assets are measured ot cost bess any accumulated amortisation and kess any impairment loss.
Al intangible assets with a finite useful life are amortised over their useful lives using the straight-line
st

Amortisation beging when the asset is available for use and ends when the asset i classilied as held for
ale or is derecognised, Amortisation is recognised in the income statement as incurred. Estimated usaful
life enver wehiich company's intangille assets are betng amartised is 4 years,

24  Inventories

Imventories are statad at lower of cost and net realisable value, Cost comprises all costs of purchase,
costs of comversion and other costs incurred bringing the inventories to their present location and
condition. Cost of crude oil and cost of other raw materials, spare parts and tools and consumable stores,
finished and trading goods is determined on a weighted average cosl basis,

The cost of purchase of inventories comprises of the purchase price, Import duties, other non-
recoverahle taxes and other costs, which can be directly attributed to the procurement of the mventories
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{e g, transportation costs), Trade discounts, rebates and other similar items are daducted in determining
the purchase cost of inventories.

The costs of comversion of inventories comprise those costs that are directly related to the units of
production, such as direct labour and a systematic allocation of fized and variable production overheads.
The allocation of fixed production overheads to the cost of conversion is based on the normal capacity of
the production facilities. Any unallocated fised production everheads are recognised as an expense in the
period in which they are incurred. Variable production overheads are allocated to each unit of
production on the basis of the actual use of the production facilities,

#éet realisable value is the estimated selling price in the erdinary course of business, less applicable
variable selling expenses.

2.5 Trade and other receivables

Trade and other receivables are recognised initlally at fair value and subseguently measuered at
amortised cost using the effective interest method, kess provision far impalrment.

& provision for impairment of trade receivables is established when there is objective evidence that the
Company will nat be able 1o collect all amounts due according to the original terms of the receivables.
significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or
financial recrganisation, and defaull or delinguency in payments are considened indicators that the trade
recelvable is impaired, The amount of the provision i the difference between the asset’s carrying
amount and the present value of the estimated future cash flows discounted at the financlal asset’s
original effective Interest rate. The carrying amount of the asset s reduced through the use of an
allowance aceount, #nd the amount of the loss s recognised in the Staterment OF Comprehensive Income,
When a trade receivable Is uncollectible, it is written off agatnst the allowance account for trade
recevablos,

2.6 Cash and cash equivalents

Cash and cash equivalents comprise bank batances in bocal and foredgn currency, cash in hand and deposits
in banks with originagl maturity with less than 3 manths,

2.7 Share capital
Chedimary and prefersnce shares are classified as equity.

28  Trade and other payables

Trade payables are obligations to pay for goods or services that have been acguired in the ordinary
course af business rom suppliers. Accounts payable are classified as current liaklities if payment is due
within one year or less. If not, they are presented as non-current labilities.

Trade payables are recognised initially at fakr value and subsequently measured at amartised cost using
the effective interest methad.
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2.9  Revenie

Revenue comprises the Tair value of the consideration received or receivable for the sale of products,
retail goods and services net of value-added tax, excise, rebates and discounts. Sales of products and
retail goods are recognised when the Company has delivered it to the customer, the customer has full
discretion over the channel and price to sell the products, and there i5 no unfulfilled obligatien that could
alfect the oustomer's acceptance of the products. Delivery does not ocour undil the products or retail
goods have been shipped to the specified location, the risks of obsolescence and loss have been
transferred to the customer, and either the customer has accepted the products in accordance with the
sales contract, the acceptance provisions have lapsed or the Company has objective evidence that all
criteria for acceptance have been satisfied

Interest income 15 recognized in the Statement of Comprebensive Income on a time proportion basis
using the effective interest method,

Dividend income i recognised when the nght to recelve payment is established,
2.10 Dividend distribution

Dividend distribution to the Company's shareholders is recognised as a lability in the Company’s
financial statements in the period in which the dividends are approved by the Company's shareholders,
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Financial risk management

3.1 Financial risk factors

The Company does not apply hedge accounting for its financial instruments, all gains and losses are
recognized in the income statement. The Company is exposed in particular to risks from movements in
exchange rates and market prices that affect its assets and liabilities, Financial risk managemeant aims 1o
limit these market Fsks through ongoing operational and finance activities,

a. Market risk

Market risk is defined as the Trisk that the fair value or future cash flows of a financial instrument will
fuciuate becapse of changes in market prices’ and incledes interest rate risk, currency risk and other
price risk. The majority of the revenues of the Company are genarated In MKD and the remaining part
rmainly in EUR and small amount of USD.

Expenses of the Company that arise are mainly connected to EUR, partially in LSD and the remaining
part in MED, As a result, the Company obpective is to minimize the level of its financial risk in MED terms.
For the presentation of market ricks according IFRS 7 sensitivity analyses that show the effecis of
hypothetical changes of relevant risk variabdes on profit or loss and shareholders’ equity are required.
The periodic effects are determined by relating the hypothetical changes in the risk variables 1o the
batance of financial instruments at the balance sheet date. The balance at the balance sheet date is
representative for the vear as a whole.

The sr-going global commodities In the constantly changing market resulted in, among other things,
vaolatility of crude oil prices. The full extent of the impact of these market developments is proving to be
impossible to anticipate or completely guard against.

management belevas that is taking all the necessary measures to suppart the sustalinability and growth
of the Company’s business in the current circumstances. Nevertheless, future market fluctuations cannot
be predicted with accuracy.

b Farskn schangs vk

The Company's functional currency is the MKD. The foreign exchange risk exposure of the Company is
related to holding foreign currency cash balances, and operating activities through revenues from and
payments to international companles as well as capital expenditure contrached with venders b foreign
CUITENCY.

The currency giving rise to this risk is primarify USD. The Company manages the foreign exchange risk
eaposure by strving fo lower the number of contracts in USD and to introduce contracts in EUR, The
Company has small cash reserves in USD currency and limited transactions in USD. The Company uses
cash deposits in MED ar cash deposits in MED indexed to EUR, to econgmically manage its foreign
currency risk as well as local currency risk in accordance with the available banks offers.

The purchase of oil products from related parties are denominated in EUR, except one product which is
denominated in USD but all products are connected to the price movement on the global movement in
LISE, Therelose there is associated inharent business risk with such transactions,
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€. Interestrate risk

Interest rate risk is the risk that the fair value or future cash flows of & financial instrument will fluctuate
because of changes in market interest rates. Change in the interest rates and intefest marging may
influence financing costs and returns on financial investments,

Changes in market Iinterest rates affect the interest income on time deposits with banks, &s of 31
December 2017, the Company has no time deposits (2016: MKD 80,000 thousands)

The Company as at 31 December 2017 does not have borrowings (2016 MED 640,200 thowsands),
therefore 1 percentage point rise in market interest rate would have caused {ceters paribus) the
interest paid to increase with approximately MED 6,402 thousands annually before tax for 2016, while
similar decrease would have caused the same decrease in interest paid,

d.  Price risk

The Company's has commodity price exposures of ol products price levels. It affects the value of
inventory and sales marging which inturn affect the future cash flows of the business. In the case of price
risk the level of eoposere is determined by the amount of priced inventory carried at each Balance Sheet
date. The Company policy ks to repart its inventory at the lower of histen: cost and net realisable value
and the results are affected by the reduction in the carrying value of the imventory.

The extent of the exposure relates directly to the level of stocks and rate of price decrease. Sales margin
exposure relates to the absolute level of margin generated by the operation of the refineries mainly
driven by the regulated prices for domestic market by the Government Autharities and the Platts prices
for foreign market, The Company is managing the risk of margin exposure with production and import
optimisation in order to have favourable Inventory level In order to control the sales margin,

e, Credit risk

Credit risk is defined as the risk that one party to a fingncal instrument will cause a financial loss for the
other party by failing to discharge an obligation. The Company is exposed to credit risk: frem its
operating activitees and certaln financing activities, The process of managing the credit risk from
operating activities includes preventive measures such as creditability checking and prevention barring,
corrective measures during legal relationship for example reminding and disconnection actlvities,
collaboration with collection agencies and collection after legal relationship as litigation process, court
proceedings, involvement of the executive unit and factoring,

Thie owerdue payments are followed through a debt escalation procedure based on customer’s type,
credit class and amount of debt, The credit risk is controlled through credibility checking — which
determines that the customer is mot indebted and the customer’s credit worthiness and through
preventive barring — which determinates the credit limit based on the customer's previous revenues.

The Company's procedures ensure on a permanent basis that sales are made 10 customers with an
appropriate credit history and not exceed acceptable credit exposures,

The Company has bank guarantees, mortgages and bills of exchange, as well as other coltateral for the
purchasec in order 1o secure their collection. The Company does not guarantee the obligations of other
parties. The maximum exposure to credit risk is represented by the value of the financial assets in the
balance sheet.
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The Company considers that the maximum exposure is represented by the amount of receivables
reduced for the impairment and the amount of bank deposits at the balance sheet date. The
management cooperates with the most eminent banks that are domestically or Toreign oweed on the
domestic market,

f. Liguidity risk

Liguidity risk Is defined as the risk that the Company could not be able to settle or meet s obligations
on time. The Company's policy & to mainfain sufficient cash and cash equivalents to meet its
cammitments in the foresesable future. Any excess cash is mosthy deposited in commercial banks, The
Company's lquidity management process includes projecting cash flows by major currencies and
conshdering the level of mecessary liquid assets, considering business plan, historical colbection and
putfiow data. Repular cash projections are prepared and wpdated by the Payment and Treasury
Department.

3.2 Capital risk management

The Company’s objectives when managing capital are to safeguard the Company's ability to continue as
& going concem in arder to provide returns for shareholders and benelits for other stakeholders and fo
maintain an optimal capital structure e reduce The cost of capital.

3.3 Fair value estimation

Cash and cash equivalents, trade recelvables and other current financial assets mainly have shoet term
maturity. For this reason, their carrying amounts at the reporting date approsimate their fair values.

Critlcal accounting estimates and judgments

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, Including expectations of future events that are believed to be reasonabie under the
circurnskances.

4.1 Critheal accounting estimates and assumptions

The Company makes estimates and assumptions concerning the future. Estimates and judgments are
centinually evaluated and are based on historical experience and other factors, including expectations of
future events that are believed (o be reasonable under the circumstances, The most eritical estimates
and assumptions are discussed balow.

a. Useful lives of assets

The determination of the useful lives of assels is based on historical experience with similar assets as
well as any anticipated technological development and changes in broad econcmic or mdustey facters, In
addition, as general guidance the Rule Book Tor depreciation rates prescribed by tax authorities is
fillowed. The approprizteness of the estimated useful lives is reviewed annually, or whenever there s
an indication of significant changes in the underlying assumptions.
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Further, due to the significant weight of depreciable assets in Company's total assets, the impact of any
changes in these assumptions could be material to Company’s financial position, and results of
operations, | depreciation cost s decreased/increased by 10%, this would result in change of annual
depreciation expense of approximately MED 22,753 thousand (20162 MKD 22,496 thousand),

b. Potential impairment of property, plant and equipment and intangibles

The Company [with support from the ultimate parent company| is assessing the impairment of
identiflable property, plant, equipment and intangibles whenever there is a reason to believe that the
carrying value may materially exceed the recoverable amount and where impairment in value is
anticipated. The recoverable amounts are determined by value in use calculations, which use a broad
range of estimates and factors affecting those,

Among others, the Company typically considers future revenues and expenses, MAaCraECenomic
indicators, technological obsolescence, discontinuance of operations and other changes In
dircumstances thal may indicate impairment. IF impairment 15 idestified wsing the valua in use
calculations, the Company also determines the fair value less cost to sefl [if determinabie), to calculate
the exact amount of impairment to be charged [if any). As this exercise 15 highly judgmental, the amount
of potential impairment may be significantly different from that of the result of these calculations.

C. Impairment of trade and other receivables

The Company calculates impairment for dovbtful accounts based on estimated losses resulting from the
inability af its customers to make required payments. For customers in bankruptcy and lguidation,
impairment is calculated on an individeal basis, while for other customers il i estimated on a portfolio
basis, for which the Company base its estimate on the aging of its account receivables balance and its
historical write-off experience, custorner credii-worthiness and changes in its customer payment terms.
These factors are reviewead pericdically, and changes are made to calculations when necessary.

The estimates involve assumptions about future customer behaviour and the resulting future cash
eollections. If the financial condition of its customers were 1o deteriorate, actual write-offs of currently
existing receivables may be higher than expected and may exceed the level of the Impairment losses
recognized so far,

d. Provisions

Provisians In general are highly judgmental, espedially In the cases of legal disputes. The Company
assesses the probability of an adverse event as a result of a past event 1o happen and if the probability is
evaluated to be more than fifty percent, the Company fully provides for the total amount of the [ability,
The Company is rather prudent in these assessments, but due to the high level of uncertainty, in some
cases the evaluation may not prove to be in line with the eventual outcome of the case,
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5. Intangible Assets
2017 St
ather rights

Cost

Balance as at 1 January 2017 56,376,813 56,376,823
Additions 4,791,795 4,791,795
Advances 1,106,602 1,106,602
Balance as at 31 December 2017 62,275,220 62,275,220
Accumulated Amortisation

Balance as at 1 January 2017 26,289,611 26,289,611
Amaortisation 12,133,443 12,133443
Balance as at 31 December 2017 38,423,054 38,423,054
Net book valuve as ot 31 December 2017 23 852,166 23,852,166
2016

Cost

Balance as at 1 January 2016 48,505,378 48,505,378
Additions 7B71.445 TETL A4
Balance as at 31 December 2006 56,376,823 56,376,823
Accumulated Amortisation

Balance asat 1 January 2016 16,138,395 16 138305
Amarlisation 10,151,216 10,251,216
Balance as at 31 December 26,280,611 16,289,611
Net book value as ot 31 December 2016 30087212 30087 212

"
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b. Property, plant and Equipment
Land Buildings Machinery  Construction Tatal
and in progress
Equiprnent

Year ended on 31
December 2017
Cast

247,318,807 3,162,031634 6,638,910,487 00 BA1,117 10,148,122 (45
Cpening amount
Additions HO.562,377 80,562,377
Disposals 117,522,842} - (17,522 842)
Tranafer for
construction in
DrogEnass - 28,282,539 ) 44347 578 (72,630,1 17 - -
Taokal 247,318,807 3,190,314,173  6,665,735223 107,793,377 10,211,161,580
Apcumuloted Deprecigtion
Qpening amodnt - 2905784661 4,952,523.220 7.858,313.881
Depreciation 31,255,941 195,067,285 226,323,226
Disposals - ; (15,439,551} 115,439 551)
Tatal - 2,937,040,602 5,132,156,954 8,069,197 556
Met book value as at
31 December 2017 247318807 253,271,571 153357E269 107,793,377 2,141.964,024
As at 31 Docember 2016
Cost 247,318,307 3162031634 6638910487 99861117 10,148,122.045
Accumulated
depreciation - (2,905, 784,661) (4,952,529,220) (7,858,313,881)
Met book value 247 31,807 256,246,973 1,686,381,267 99861117  2,289.808,164
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TRANSLATION

[ Trade receivables
2017 2016
Trade receivables domestic £92,027, 714 1,768,5449,023
Trade receivables foreign 158, 760 686 219,260,533
Provision for impairment of trade receivables (63,766,019 (66,280 986)
Total TE7,052 351 1,920,919,975
8. Cash and cash equivalents
2017 2016
Bank account in in domestic currency a7 433,723 308,348 390
Bank account in foresgn currencies 30,281,196 17,275,057
Cash on hand - in domestic currency 30, 3404 39,958
Cash on hand — forelgn currencies 5012 43,735
Cash equivalent 684,584,193 400,456,526
Total 1,462,334.428 716,167 696
9. Share Capital

The total authorised number of ordinary shares is B46.360 shares value of EUR 51,12 per share. All ksued

shares are fully paid.

During 2017 all preference shares were converied to ordinany shares.

For the year 2017 there was change in the ownership structure of the Company and the shareholders
structure as at 31 Decernber 2017 was as follows:

Mumber of % of total
ordinary Total  share capital
shares shares

ELP.ET Balkaniki 5.4 6075 e B1.51%
DPTU Pucko- Petral Uvoz- lves

Doo- Makedonski Brod 91,965 01,985 10LET %

Other 1) b 520 64,520 T.62 %

46,360 B4d6, 360 100 %

1} Shareholders which indradwaily hold less than 0.4% in share copital
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10. Trade payables

Domestic trade payables
Fareign trade payables
Payahbles for non-invoiced goods

Total

11. Sales

Sakes on domestic market
Sabes on foreign market

Total Sales

Responsibie person for general
Information and explanatory notes

TRANSLATION

2017 2016
516,013,725 435,201,573
540,557,320 B17,258,342

: 41,401
1,056,571,545 1,252,501,316

2017

20,420,268, 809
2,686, 303,607
23,106,572,416

2016

15,481,541 389
3,550, 732,343
19,032,273,732

Legal representative person of the

COMpany

14



