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INTERPIPE LIMITED

DIRECTORS’ REPORT

FOR THE YEAR ENDED 31 DECEMBER 2012 INTERPIPE

The Directors present their Report together with the accompanying consolidated financial statements
(the “Consolidated Financial Statements™) of Interpipe Limited (referred to herein as the “Company™) and its
subsidiaries (collectively referred to herein as the “Group™), which comprise the consolidated statement of financial
position as at 31 December 2012, and the consolidated statements of comprehensive income, changes in equity and
cash flows for the year then ended, and a summary of significant accounting policies and other explanatory notes.

Principal Activity and Subsidiaries

The Company was incorporated under the Companies Law of Cyprus under the name of Ramelton Holdings Limited
as a limited liability company on 30 December 2005 and changed its name to Interpipe Limited on 15 May 2007.
The registered office and the principal place of business of the Company is Mykinon 12, Lavinia Court, 6" floor, P.C.
1065 Nicosia, Cyprus.

The Company operates through a number of subsidiaries in various jurisdictions (the list of the subsidiaries is
disclosed in Note 30 to the accompanying Consolidated Financial Statements) and has concentration of its business in
Ukraine, where its production subsidiaries are located.

The principal activity of the Company is holding ownership interests in its subsidiaries, their financing and strategic
management. The Group’s activities comprise design, manufacture and distribution of steel tubes and solid-rolled
railway wheels.

Development and Performance of the Business
The Group is the largest manufacturer of steel pipes and railway wheels in Ukraine.
[ts products are exported to 72 countries and sold domestically.

[n 2012, the Group generated revenue from sales of USD 1.8 billion and net loss attributable to the equity holders of
the Company amounted to USD 69.4 million. The pipe business segment accounted for 77 per cent of the revenue
from sales and 78 per cent of the gross profit and the wheel business segment accounted for 21 per cent of
the revenues and 23 per cent of the gross profit in 2012. Further segment information is disclosed in Note 5 to the
accompanying Consolidated Financial Statements.

Issued Capital and Capital Distributions

Upon its incorporation on 30 December 2005, the Company issued to the subscribers of its Memorandum of
Association 1,000 ordinary shares of CY£1 each at par. On 22 December 2006 the Company issued 4,000 additional
ordinary shares of CY£1 each at a premium of CY£ 41,033 each for a total premium of CY£164,132 thousand, which
is equivalent to USD 361,091 thousand.

During the period from March to June 2008 a set of amendments was made to the authorised share capital of
the Company, including conversion of the authorised share capital into euro, a subdivision of existing shares, a merge
of the Company’s shares and two additional issues of shares both before the merging and after it.

In December 2011 the Company issued 1,950,000 additional ordinary shares of EUR 0.01 each (equivalent of
USD 26 thousand) at a premium of EUR 25 each for a total premium of EUR 48,591 thousand, which is equivalent of
USD 64,974 thousand.

As a result of the above mentioned transactions, as at 31 December 2011 and 2012, the number of shares equalled to
4,001,950 thousand ordinary shares of EUR0.01 each and the authorised, issued and fully paid capital of
the Company amounted to EUR 40,019 thousand (equivalent of USD 62,304 thousand).

During the year ended 31 December 2012, the Company did not declare any dividends.

Information relating to dividends payable by the subsidiaries is disclosed in Notes 18 and 28 to the accompanying
Consolidated Financial Statements.

Principal Risks and Uncertainties

The Group has significant operations in Ukraine and CIS countries, whose economies continue to display certain
characteristics consistent with that of economies in transition. Further discussion about operating risks and
uncertainties is presented in Note 32 to the accompanying Consolidated Financial Statements,

Principal financial risks of the Group are discussed in Note 33 to the accompanying Consolidated Financial
Statements.
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DIRECTORS’ REPORT

FOR THE YEAR ENDED 31 DECEMBER 2012 e

Likely Future Developments

The Group’s key strategic objectives are to diversify its geographical presence and product mix in order to enhance its
position as a leading producer of pipes and wheels in the CIS region and to expand presence of its products in the
global markets. The Group intends to pursue this strategy by increasing its seamless pipe and wheel production,
enhancing its product mix and decreasing its costs to improve its profit margins, expanding its global presence and
working more closely with its customers to deliver higher value-added products and services.

Research and Development
The Company did not carry out any material research and development activities in 2012.

Events after the Reporting period

Events after the reporting period date are disclosed in Note 34 to the accompanying Consolidated Financial
Statements.

Board of Directors

As at 31 December 2012 composition and responsibilities of the Board of Directors was as follows::

Name Function Da.re Qare ;
of appointment of resignation

Chairman of the Board of Directors of Interpipe

Kirill Roubinski Limited, Chief Executive Officer of EastOne 20 June 2012

Gennady Gazin Non-Executive Director 15 October 2007

Olexandr Kirichko Chief Executive Officer of Interpipe Limited 15 October 2007

i Non-Executive Director, Executive Director, 15 October 2007

Al Dodesk Chief Investment Officer of EastOne

Independent Non-Executive Director, Co-
30 November 2007

Jean Pierre Saltiel Chairman of Ukrainian Economic Advisory
Council of Yalta European Strategy

Ganna Khomenko Non-Executive Director, CEO of Fiduciana Trust 9 December 2009

(Cyprus) Limited

Vitaly Sadykov Independent Non-Executive Director 19 July 2010 25 April 2013
Non-Executive Director, Director, Head of

Michael Tsarev Internal Control and Audit Department of 11 May 2011
EastOne

Velkin R tintiyinivstk Non-Executive Director, Director of the 20 July 2011

Dnipropetrovsk brunch of EastOne

Non-Executive Director, First Deputy of the CEO

of EastOne 10 October 2012

[uliia Chebotarova

There being no requirement in the Company's Articles of Association for the retirement of the Directors by rotation,
the remaining Directors presently members of the Board continue in the office.

Following changes occurred during the year in Board of Directors’ constitution and responsibilities allocation:

e In June 2012 Kirill Roubinski was appointed as a Chairman of the Board of Directors of the Company
replacing Gennady Gazin, who became Non-Executive Director;

e [n October 2012 Iuliia Chebotarova was appointed as Non-Executive Director.

There were no other changes in the assignment of responsibilities and remuneration of the Board of Directors during
the year and up to the date of this report.
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DIRECTORS’ REPORT

FOR THE YEAR ENDED 31 DECEMBER 2012 INTERPIPE

Independent Auditors

The independent auditors, Emst & Young Cyprus Limited, have expressed their willingness to continue in office.
A resolution proposing their reappointment and giving authority to the Board of Directors to fix their remuneration
will be proposed at the Annual General Meeting.

Signed and authorised for issue on behalf of the Board of the Company:

7

Member of the Board, Chief Executive Officer exandr Kirichko

Member of the Board, Non-Executive Director

25 May 2013




INTERPIPE LIMITED

STATEMENT OF THE DIRECTORS’ AND MANAGEMENT’S RESPONSIBILITIES FOR
THE PREPARATION AND APPROVAL OF THE CONSOLIDATED —
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012

The following statement is made with a view to specifying the respective responsibilities of the Directors and
management in relation to the consolidated financial statements of Interpipe Limited and its subsidiaries (collectively

referred to herein as the “Group”).

The Directors and management are responsible for the preparation of the consolidated financial statements that present
fairly the consolidated financial position of the Group as at 31 December 2012, the consolidated results of its
operations, cash flows and changes in equity for the year then ended, inaccordance with International Financial
Reporting Standards as adopted by the EU (hereafter “IFRS”) and the Cyprus Companies Law, Cap.113.

In preparing the consolidated financial statements, the Directors and management are responsible for:

e selecting suitable accounting principles and applying them consistently;

. making judgments and estimates that are reasonable and prudent;

. stating whether IFRS have been followed, subject to any material departures disclosed and explained in
the consolidated financial statements; and

. preparation of the consolidated financial statements on a going concern basis, unless it is inappropriate to
presume that the Group will continue in business for the foreseeable future.

The Directors and management, within their competencies, are also responsible for:

. designing, implementing and maintaining an effective system of internal controls, throughout the Group;

. maintaining statutory accounting records in compliance with local legislation and accounting standards in
the respective jurisdictions of countries of incorporation;

. taking steps to safeguard the assets of the Group; and

e  detecting and preventing fraud and other irregularities.

The consolidated financial statements for the year ended 31 December 2012 were authonised for issue on 25 May 2013.

/

Member of the Board, Chief Executive Officer

Member of the Board, Non-Executive Director

25 May 2013
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INDEPENDENT AUDITOR’S REPORT

To the Members of Interpipe Limited

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Interpipe Limited (the
“Company”) and its subsidiaries (hereinafter collectively referred to as the “Group”), which comprise the
consolidated statement of financial position as at 31 December 2012, and the consolidated statement of
comprehensive income, consolidated statement of changes in equity and consolidated statement of cash
flows for the year then ended, and a summary of significant accounting policies and other explanatory
information.

Board of Directors' Responsibility for the Consolidated Financial Statements

The Company’s Board of Directors is responsible for the preparation of consolidated financial
statements that give a true and fair view in accordance with International Financial Reporting Standards
as adopted by the European Union and the requirements of the Cyprus Companies Law, Cap. 113, and
for such internal control as the Board of Directors determines is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those Standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity's preparation of consolidated financial statements that give a true and fair view in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the Board of Directors, as well as evaluating the overall presentation of the
consolidated financial statements.

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

b

y
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Opinion

In our opinion, the consolidated financial statements give a true and fair view of the financial position of
the Group as at 31 December 2012, and of its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards as adopted by the European Union
and the requirements of the Cyprus Companies Law, Cap. 113,

Report on Other Legal Requirements

Pursuant to the requirements of the Auditors and Statutory Audits of Annual and Consolidated Accounts

Law of 2009, we report the following:

e We have obtained all the information and explanations we considered necessary for the purposes
of our audit.

e In our opinion, proper books of account have been kept by the Company.
The consolidated financial statements are in agreement with the books of account.
In our opinion and to the best of our information and according to the explanations given to us, the
consolidated financial statements give the information required by the Cyprus Companies Law,
Cap. 113, in the manner so required.

e In our opinion, the information given in the report of the Board of Directors is consistent with the
consolidated financial statements.

Other Matter

This report, including the opinion, has been prepared for and only for the Company's members as a body
in accordance with Section 34 of the Auditors and Statutory Audits of Annual and Consolidated
Accounts Law of 2009 and for no other purpose. We do not, in giving this opinion, accept or assume
responsibility for any other purpose or to any other person to whose knowledge this report may come to.

Gabriel Onisiforou
Lertified Public Accountant and Registered Auditor

// for and on behalf of

Ernst & Young Cyprus Limited
Certified Public Accountants and Registered Auditors

Nicosia
25 May 2013



INTERPIPE LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2012
(in US dollars and in thousands)

INTERPIPE

ASSETS

Non-current assets
Property, plant and equipment
Intangible assets and goodwill
Investments n associates
Deferred tax assets
Other non-current assets

Current assets
Inventories
Trade and other accounts receivable
Prepayments and other current assets
Prepaid current income tax
Taxes recoverable, other than income tax
Other financial assets
Cash and cash equivalents

Non-current assets classified as held for sale

TOTAL ASSETS

EQUITY AND LIABILITIES
Equity attributable to equity holders of the parent
Issued capital
Share premium
Revaluation reserve
Accumulated deficit
Foreign currency translation reserve

Non-controlling interests
Total equity

Non-current liabilities
Long-term borrowings
Deferred tax labilities
Provisions
Other non-current liabilities

Current liabilities
Borrowings
Trade and other accounts payable
Advances and other current liabilities
Current income tax payable
Taxes payable, other than income tax
Provisions

Total liabilities
TOTAL EQUITY AND LIABILITIES

Member of the Board, Chief Executive Officer

Member of the Board, Non-Executiv

25 May 2013

Notes

oot =]

10
11
12

13

14
15

28

16

17

16
18
20

19
17

31 December 2012

31 December 2011

1.165.576 1,048,825
1,687 12,102
2,972 2,522

35.483 73,789
567 555
1,206,285 1,137,793
381.161 324,492
267.222 208,227
70,991 78.846
1,160 4,554
38,870 57.776
8,246 14,019
119,801 136,997
887,451 824,911
= 3,390
2,093,736 1,966,094
62,304 62,304
426,065 426,065
356,538 249,730
(39,876) (30,326)
(288.713) (290,081)
516,318 417,692
36,884 31,943
553,202 449,635
732,227 898.967
6,106 14,777
18,831 15,227
85 251
757,249 929,222
312,307 126,619
286,712 299,270
159,449 141,239
2,339 495
9,997 3.816
12,481 15,798
783,285 587,237
1,540,534 1,516,459
2,093,736 1,966,094

irichko

——

Andrii Dudnvk =

The Notes presented on pages 13 58 form an integral part of the consolidated financial statements
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INTERPIPE LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2012

(in US dollars and in thousands) INTEREIPE
Notes 2012 2011
Revenue 5 1.770.,024 1,669.673
Cost of sales 21 (1.501.030) (1.359.633)
Gross profit 268,994 310,040
Selling and distribution expenses 22 (115.830) (105.955)
General and administrative expenses 23 (60.522) (53.850)
Other operating income and expenses 24 (18.741) 5.760
Operating foreign exchange difference 25 (1.383) 2.031
Operating profit 72,518 158,026
Finance income 26 878 2,754
Finance costs 27 (129.838) (95.516)
Non-operating foreign exchange difference 25 581 (3.093)
Share of profit of associates 8 452 244
(Loss) / profit before tax (55,409) 62,415
Income tax benefit / (expense) 9 (16.296) (21.397)
(Loss) / profit for the year (71,705) 41,018
(Loss) / profit attributable to:
Equity holders of the parent (69.446) 43,121
Non-controlling interests (2.259) (2.103)
(71,705) 41,018
Other comprehensive income / (loss), net of tax:
Revaluation of property, plant and equipment 208,721 -
Income tax relating to revaluation of property, plant and
equipment 9 (34.712) -
Exchange differences on translation of foreign operations 1.263 (4.260)
175,272 (4,260)
Total comprehensive income for the year, net of tax 103,567 36,758
Total comprehensive income / (loss) attributable to:
Equity holders of the parent 98.626 38.930
Non-controlling interests 4.941 (2.172)
103,567 36,758

The Notes presented on pages 13 —38 form an integral part of the consolidated financial statements

10
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INTERPIPE LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2012

(in US dollars and in thousands) INTEREIPE
s 2012 2011
(Loss) / profit before tax (55,409) 62415
Adjustments for:
Depreciation and amortisation 21.22.23 92,151 91.460
Revaluation decrease / Impairment of property, plant and equipment and 21,24
intangible assets = 137.005 19.150
l',oss ! (vgain).on fiisposal of property. plant and equipment and 24 1,560 959)
intangible assets
Finance costs 27 129.838 95516
Finance income 26 (878) (2.754)
Movement in provisions less interest cost (2.105) (20.694)
Loss on disposal of non-current assets held for disposal - 9]
Share of profit of associates 8 (452) (244)
Translation difference and foreign exchange difference 1.027 3.429
Operating cash flows before working capital changes 302,737 247,410
(Increase) / Decrease in inventories (55.067) (117.690)
(Increase) / Decrease in trade and other accounts receivable (60.650) (119.374)
(Increase) / Decrease in prepayments and other assets 5.427 (63.707)
(Increase) / Decrease in taxes recoverable, other than income tax 18.810 (23.150)
Increase / (Decrease) in trade and other accounts payable (13.868) 88.894
Increase / (Decrease) in taxes payable, other than income tax 6,107 (1.766)
Increase / (Decrease) in advances and other current liabilities 17,850 102,261
Cash generated from operations 221,346 112,878
Income tax paid (15,678) (7,400)
Interest and other finance costs paid (94.181) (135,503)
Net cash inflow / (outflow) from operating activities 111,487 (30,025)
Cash flow from investing activities
Purchases of property. plant and equipment and intangible assets (126.233) (151.012)
Proceeds from sale of property, plant and equipment 2.636 2,111
Acquisition of subsidiaries. net of cash of acquired 29 (173) (327)
Interest received 560 2.643
Net cash outflow from investing activities (123,210) (146,585)
Cash flows from financing activities
Proceeds from borrowings 136.041 180,555
Repayments of borrowings (145.216) (6.049)
Release from restricted cash accounts 3.000 20,695
Proceeds from share issue 28 - 65.000
Dividends paid to non-controlling interest holders (13) (1.839)
Net cash (outflow) / inflow from financing activities (6,188) 258,362
Net change in cash and cash equivalents (17.911) 81.752
Net foreign exchange difference 715 (694)
Cash and cash equivalents at period beginning 136,997 55,939
Cash and cash equivalents at period end 15 119,801 136,997

The Notes presented on pages [3-38 form an integral part of the consolidated financial statement.
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INTERPIPE LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

(in US dollars and in thousands) INTERPIPE

1. Corporate information

These consolidated financial statements include the financial statements of Interpipe Limited (referred to as the “Company™) and its
subsidiaries (together referred to as the “Group™).

The Company was incorporated as a limited liability company under the name of Ramelton Holdings Limited in accordance with
the Companies Law of Cyprus on 30 December 2005. It was renamed to Interpipe Limited on 15 May 2007. The registered office
and principal place of business of the Company is Mykinon 12. Lavinia Court, 6" floor, P.C. 1065 Nicosia. Cyprus.

The Company holds ownership interests in a number of subsidiaries registered in various jurisdictions as detailed in Note 30 with a
concentration of the Group’s business in Ukraine, where its production facilities are located. The principal business activities of
the Group are described in more detail in Note 3.

The consolidated financial statements of the Group as at 31 December 2012 and for the year then ended were authorised for issue in
accordance with a resolution of the Board of Directors on 25 May 2013.

2. Basis of preparation
Statement of Compliance

The Group’s consolidated financial statements have been prepared in accordance with International Financial Reporting Standards
(“TFRS™) as adopted by the European Union (EU) as well as in accordance with the requirements of the Cyprus Company Law.
Cap.113. The entities composing the Group maintain their accounting records in accordance with the accounting and reporting
regulations of the countries of their incorporation. Local statutory accounting principles and procedures may differ from those
generally accepted under IFRS. Accordingly. the consolidated financial statements, which have been prepared from the Group
entities’ local statutory accounting records. reflect adjustments necessary for such financial statements to be presented in
accordance with [FRS.

The consolidated financial statements have been prepared on a historical cost basis except for property. plant and equipment and
construction in progress. which have been measured at fair value as at 1 July 2012, investment in associates accounted for using
the equity method. post-employment benefits measured in accordance with the requirements of [AS 19 “Employee benefits” and
certain financial instruments measured in accordance with the requirements of [AS 39 “Financial instruments: recognition and
measurement”. The carrying values of recognised assets and liabilities that are hedged items in fair value hedges, and are otherwise
carried at cost. are adjusted to record changes in fair values attributable to the risks that are being hedged.

The preparation of the consolidated financial statements requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities and reported amounts of revenues and
expenses during the reporting period.

Due to the inherent uncertainty in making those estimates. actual results reported in future periods could differ from such estimates.
The areas involving a higher degree of judgement or complexity., or areas where assumptions and estimates are significant to
the consolidated financial statements are disclosed in Note 4.

These IFRS consolidated financial statements are presented in US Dollars (“USD™) and all values are rounded to the nearest
thousand except when otherwise indicated; all expenses are shown in brackets.

Going concern

These consolidated financial statements have been prepared on a going concern basis that contemplates the realisation of assets and
satisfaction of liabilities and commitments in the normal course of business.

New and amended standards and interpretations

The accounting policies adopted are consistent with those of the previous financial year, except for the following amendments to
IFRS effective as of 1 January 2012:

148 12 Income Taxes (Amendment) — Deferred Taxes: Recovery of Underlying Assets;

IFRS I First-Time Adoption of International Financial Reporting Standards (Amendment) — Severe Hyperinflation and
Removal of Fixed Dates for First-Time Adopters:

IFRS 7 Financial Instruments: Disclosures (Amendments) — Enhanced Derecognition Disclosure Requirements.
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The adoption of the standards is described below:
IAS 12 Income Taxes (Amendment) — Deferred Taxes: Recovery of Underlying Assets

The amendment clarified the determination of deferred tax on investment property measured at fair value and introduces a
rebuttable presumption that deferred tax on investment property measured using the fair value model in IAS 40 should be
determined on the basis that its carrying amount will be recovered through sale. It includes the requirement that deferred tax on
non-depreciable assets that are measured using the revaluation model in TAS 16 should always be measured on a sale basis. The
amendment is effective for annual periods beginning on or after 1 January 2012 and had no effect on the Group’s financial position,
pertformance or its disclosures.

IFRS 1 First-Time Adoption of International Financial Reporting Standards (Amendment) — Severe Hyperinflation and
Removal of Fixed Dates for First-Time Adopters

The TASB provided guidance on how an entity should resume presenting IFRS financial statements when its functional currency
ceases 1o be subject to hyperinflation. The amendment is effective for annual periods beginning on or after 1 July 2011, The
amendment has had no effect on the financial position or performance of the Group.

IFRS 7 Financial Instruments: Disclosures (Amendments) — Enhanced Derecognition Disclosure Requirements

The amendment requires additional disclosure about financial assets that have been transferred but not derecognised to enable the
user of the Group’s financial statements to understand the relationship with those assets that have not been derecognised and their
associated liabilities. In addition. the amendment requires disclosures about the entity’s continuing involvement in derecognised
assets to enable the users to evaluate the nature of, and risks associated with, such involvement. The amendment is effective for
annual periods beginning on or after 1 July 2011. The Group does not have any assets with these characteristics so there has been
no effect on the presentation of its financial statements. The amendment has had no effect on the financial position or performance
of the Group.

Basis of consolidation

The IFRS consolidated financial statements comprise the financial statements of the Company and its subsidiaries
at 31 December 2012 and for the year then ended.

Subsidiaries are fully consolidated from the date of acquisition. being the date on which the Group obtains control. and continue to
be consolidated until the date that such control ceases. The financial statements of the subsidiaries are prepared for the same
reporting period as the parent Company, using consistent accounting policies. Adjustments are made to bring into line any
dissimilar accounting policies that may exist. All intra-group balances. transactions, income and expenses and unrealised profits and
losses resulting from intra-group transactions that are recognised in assets, are eliminated in full.

Non-controlling interests represent the interest in subsidiaries not held by the Group. Non-controlling interests at the reporting date
represent the non-controlling shareholders™ portion of the fair value of the identifiable assets and liabilities of the subsidiary at the
acquisition date and the non-controlling shareholders™ portion of changes in net assets since the date of the combination. Non-
controlling interests are presented within the shareholders™ equity. except for those interests, which meet definition of the financial
liabilities as referred to below in Note 3 under Financial liabilities.

3. Summary of significant accounting policies
Foreign currency translation

The IFRS consolidated financial statements are presented in the US Dollars (“USD™). which is the Company’s functional and
presentation currency. Items in the financial statements of each entity included in the consolidated financial statements are
measured using the functional currency determined for that entity. Transactions in foreign currencies are initially recorded in the
functional currency at the rate ruling at the date of transaction. Monetary assets and liabilities denominated in foreign currencies are
retranslated at the functional currency rate of exchange ruling at the reporting date. All differences upon re-measurement are
recognised in statement of comprehensive income. Non-monetary items that are measured at historical cost in a foreign currency
are translated using the exchange rates as at the dates of the initial transactions.

Ukrainian hryvnia is the functional currency of the subsidiaries domiciled in Ukraine. The functional currencies of the subsidiaries
domiciled outside of Ukraine are as follows: the United States dollar for those registered in Switzerland, United Arab Emirates,
Republic of Cyprus and the United States of America. Russian rouble for a subsidiary in Russia, and Kazakhstani tenge for a
subsidiary in Kazakhstan.

As at the reporting date, the assets and liabilities of these companies are translated into the presentation currency of the Group at
the rate of exchange at the reporting date. For the reporting year, the amounts presented in their statements of comprehensive
income and cash flows are translated at the quarterly weighted average exchange rates. All equity transactions and significant
transactions relating to the statement of comprehensive income such as revaluation and impairment of property, plant and
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equipment and write down of inventories to net realisable value were translated using the exchange rate ruling at the date of
transaction. The exchange differences arising on the translation are taken directly to a separate component of equity.

On disposal of a foreign entity, the deferred cumulative amount recognised in equity relating to that particular foreign operation is
recognised in the statement of comprehensive income.

Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the fair value of
the assets given. equity instruments issued and liabilities incurred or assumed at the date of exchange. plus costs directly
attributable to the acquisition. Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are measured initially at fair values at the date of acquisition, irrespective of the extent of any non-controlling interest.

Goodwill is initially measured at cost being the excess of the cost of the business combination over the Group’s share in the net fair
value of the acquiree’s identifiable assets. liabilities and contingent liabilities. If the cost of acquisition is less than the fair value of
the net assets of the subsidiary acquired, the difference is recognised directly in the statement of comprehensive income.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of impairment
testing, goodwill acquired in a business combination is. from the acquisition date, allocated to each of the Group’s cash generating
units that are expected to benefit from the synergies of the combination. irrespective of whether other assets or liabilities of
the acquiree are assigned to those units.

Where goodwill forms part of a cash-generating unit and a part of the operation within that unit is disposed of. the goodwill
associated with the operation disposed of is included in the carrying amount of the operation when determining the gain or loss on
disposal of the operation. Goodwill disposed of in this circumstance is measured based on the relative values of the operation
disposed of and the portion of the cash-generating unit retained.

Property, plant and equipment

During the year ended 31 December 2008, management of the Company adopted the revaluation model of accounting for property.
plant and equipment. This change in accounting policy, in management’s view, allows for a more fair presentation of property,
plant and equipment in accordance with the industry specifics. The revaluations were performed by independent appraisers as at
1 July 2008 and 1 July 2012. Subsequently, property. plant and equipment are carried at revalued amounts, being their fair value at
the date of the revaluation less any subsequent accumulated depreciation and subsequent accumulated impairment losses. When no
market values are available, fair value of specific machinery and equipment is determined by using depreciated replacement cost
approach. Fair values of other items of property. plant and equipment are determined by reference to market-based evidence, which
are the amounts for which the assets could be exchanged between a knowledgeable willing buyer and a knowledgeable willing
seller in an arm’s length transaction as at the valuation date. Prior to the revaluation property, plant and equipment were stated at
cost or deemed cost at the date of transition to IFRS (hereinafter referred as “cost™). excluding the costs of day-to-day servicing,
less accumulated depreciation and accumulated impairment in value. Such cost included the cost of replacing part of such plant and
equipment, when that cost was incurred and if the recognition criteria were met.

Revaluations of property. plant and equipment are to be performed with sufficient regularity such that the carrying amount does not
differ materially from that which would be determined using fair values at the reporting date.

Any accumulated depreciation at the date of revaluation is eliminated against the gross carrying amount of the asset, and the net
amount is restated to the revalued amount of the asset.

Increases in carrying amount arising on revaluation of property. plant and equipment are credited to revaluation reserve in equity.
However. such increase is to be recognised in profit and loss to the extent that it reverses a revaluation decrease of the same asset
previously recognised in the consolidated statement of comprehensive income. If the asset’s carrying amount is decreased as
a result of the revaluation, the decrease is recognised the consolidated statement of comprehensive income. However. such decrease
is taken directly to equity to the extent of any credit balance existing in the revaluation surplus in respect of that asset.

As the asset is used by an entity. the difference between depreciation based on the revalued carrying amount of the asset and
depreciation based on the asset's original cost is transferred to retained earnings. On the subsequent sale or retirement of a revalued
property. the respective revaluation surplus carried in equity is transferred directly to retained earnings.

Depreciable amount is the cost or revalued amount of the item of property. plant and equipment less estimated residual value at
the end of the useful life. Depreciation is calculated on a straight-line basis over the estimated remaining useful life of the assets,
determined at the date of revaluation, or estimated useful life of the assets, determined at the date the asset is available for use.
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The asset’s residual values. useful lives and methods are reviewed. and adjusted, if appropriate. at each financial year end.
Depreciation is calculated over the estimated remaining useful life of the assets as follows:
After revaluation  Before revaluation

Buildings and structures 3-30 years 5-78 years
Machinery and equipment 1-25 years 2-25 vears
Transport and motor vehicles 1-10 years 5-20 vears
Fixtures and office equipment 1-7 years 5-25 years

Construction in progress comprises prepayments made and letters of credit issued for purchases of property. plant and equipment,
as well as property. plant and equipment which have not yet been completed. No depreciation is recorded on such assets until they
are available for use.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on derecognition of the asset (calculated as the difference between the
net disposal proceeds and the carrying amount of the item) is included in the consolidated statement of comprehensive income in
the year when the item is derecognised.

The Group has the title to certain non-production and social assets, primarily buildings and social infrastructure facilities held by
production subsidiaries in Ukraine. The items of social infrastructure facilities do not meet the definition of an asset according to
IFRS: therefore. these items are not included in these IFRS consolidated financial statements. Construction and maintenance costs
of social infrastructure facilities are expensed as incurred.

Borrowing costs

Borrowing costs directly attributable to the acquisition. construction or production of an asset that necessarily takes a substantial
period of time to get ready for its intended use are capitalised as part of the cost of the respective assets. All other borrowing costs
are expensed in the period they are incurred. Borrowing costs consist of interest and other costs that an entity incurs in connection
with the borrowing of funds.

Intangible assets

Intangible assets include patents and trademark, accounting and other software acquired separately from business combination and
measured on initial recognition at cost. Following initial recognition. intangible assets are carried at cost less any accumulated
amortisation and any accumulated impairment losses. Intangible assets with finite lives are amortised over the useful economic life
and assessed for impairment whenever there is an indication that the intangible asset may be impaired. The amortisation period and
the amortisation method for an intangible asset with a finite useful life are reviewed at least at each financial year-end. Changes in
the expected useful life or the expected pattern of consumption of future economic benefits embodied in the asset is accounted for
by changing the amortisation period or method. as appropriate. and treated as changes in accounting estimates. Intangible assets are
amortised using straight line method over estimated useful lives from three to ten years.

Investments in associates

The Group’s investments in associates are accounted for under the equity method of accounting. An associate is an entity in which
the Group has significant influence and which is neither a subsidiary nor a joint venture.

Under the equity method. the investment in the associate is carried in the statement of financial position at cost plus post acquisition
changes in the Group’s share of net assets of the associate. Goodwill relating to the associate is included in the carrying amount of
the investment. The consolidated statement of comprehensive income reflects the share of the results of operations of the associate.
Where there has been a change recognised directly in the equity of the associate, the Group recognises its share of any changes and
discloses this, when applicable, in the statement of changes in equity. Unrealised gains and losses resulting from transactions
between the Group and the associate are eliminated to the extent of the interest in the associate.

The reporting dates of the associate and the Group are identical and the associates™ accounting policies conform to those used by
the Group for the like transactions and events in similar circumstances.
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Impairment of non-financial assets

At each reporting date. the Group assesses whether there is any indication that an asset may be impaired. If any such indication
exists, or when annual impairment testing for an asset is required. the Group makes an estimate of the asset’s recoverable amount.
An asset’s recoverable amount is the higher of an asset’s or cash generating unit’s fair value less costs to sell and its value in use
and is determined for an individual asset. unless the asset does not generate cash inflows that are largely independent of those from
other assets or groups of assets. Where the carrying amount of an asset exceeds its recoverable amount, the asset is considered
impaired and is written down to its recoverable amount. In assessing value in use. the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset for which the future cash flow estimates have not been adjusted.

Impairment losses on non-revalued assets are recognised in statement of comprehensive income. However, an impairment loss on a
revalued asset is recognised directly against any revaluation surplus attributable to the asset to the extent that the impairment loss
does not exceed the amount of the revaluation surplus for that same asset.

An assessment is made at each reporting date as to whether there is any indication that previously recognised impairment losses
may no longer exist or may have decreased. If such indication exists. the recoverable amount is estimated. A previously recognised
impairment loss is reversed only if there has been a change in the estimates used to determine the asset’s recoverable amount since
the last impairment loss was recognised. If that is the case. the carrying amount of the asset is increased to its recoverable amount.
That increased amount cannot exceed the carrying amount that would have been determined. net of depreciation, had no impairment
loss been recognised for the asset in the prior years in the consolidated statement of comprehensive income. After such
the reversal. the depreciation charge in future periods is adjusted to allocate the asset’s revised carrying amount, less any residual
value. on a systematic basis over its remaining useful life.

Financial assets

Initial recognition

Financial assets in the scope of IAS 39 are classified as either financial assets at fair value through profit or loss, loans and
receivables. held-to-maturity investments, or available-for-sale financial assets. as appropriate. When financial assets are recognised
initially, they are measured at their fair value. plus. in the case of investments not at fair value through profit or loss, directly

attributable transaction costs. The Group determines the classification of its financial assets at their initial recognition and, where
allowed and appropriate. re-evaluates this designation at each financial year end.

All regular way purchases and sales of financial assets are recognised on the trade date, which is the date on which the Group
commits to purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial assets that require delivery
of assets within the period generally established by regulation or convention in the marketplace.

Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:
Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading and financial assets designated upon
their initial recognition at fair value through profit or loss. Financial assets are classified as held for trading. if they are acquired for
the purpose of selling in the near term. Derivatives. including separated embedded derivatives are also classified as held for trading
unless they are designated as effective hedging instruments. Financial assets at fair value through profit and loss are carried in the
statement of financial position at fair value with gains or losses recognised as finance income or finance costs, respectively, in the
consolidated statement of comprehensive income. The Group has not designated any financial asset at fair value through profit or
loss.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. Such assets are carried at amortised cost using the effective interest method. Gains and losses are recognised as finance
income or finance costs. respectively. in the consolidated statement of comprehensive income when the loans and receivables are
derecognised or impaired. as well as through the amortisation process.

Held-to-maturity and available for sale financial investments

The Group did not have any financial asset held to maturity or available for sale during the years ended 31 December 2012 and
2011.
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Inventories

Inventories are recorded at the lower of cost and net realisable value. Cost of inventory is determined on the first-in. first-out
("FIFO™) basis. except for cost of work-in-process (comprising unfinished products and metal billets) which is determined on
weighted average basis. The cost of finished goods and work in progress comprises raw material, direct labour. other direct costs
and related production overheads (based on normal operating capacity) but excluding borrowing costs. Net realisable value is
the estimated selling price in the ordinary course of business. less estimated costs of completion and the estimated costs necessary
to make the sale.

Cash and cash equivalents

Cash and cash equivalents in the consolidated statement of financial position comprise cash in hand, cash at bank and highly liquid
demand deposits (with original maturity date of less than 90 days) free from contractual encumbrances which are readily
convertible to known amounts of cash and which are subject to insignificant risk of changes in value.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of the cash and cash equivalents as
defined above less outstanding bank overdrafts, if any.

Financial liabilities
Initial recognition

Financial liabilities within the scope of IAS 39 are classified as financial liabilities at fair value through profit or loss, loans and
borrowings, or as derivatives designated as hedging instruments in an effective hedge. as appropriate. The Group determines
the classification of its financial liabilities at initial recognition. Financial liabilities are recognised initially at fair value plus. in
the case of loans and borrowings. directly attributable transaction costs. The Group’s financial liabilities include trade and other
payables. bank overdrafts, loans and borrowings, financial guarantee contracts, and derivative financial instruments.

Subsequent measurement
The measurement of financial liabilities depends on their classification as follows:
Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial liabilities designated
upon initial recognition at fair value through profit or loss. Financial liabilities are classified as held for trading. if they are acquired
for the purpose of selling in the near term. This category includes derivative financial instruments entered into by the Group that do
not meet the hedge accounting criteria as defined by 1AS 39. Gains or losses on liabilities held for trading are recognised as finance
income or finance costs, respectively. in the consolidated statement of comprehensive income.

Trade and other payables

Trade and other payables are initially recognised at cost being the fair value of the consideration received, net of transaction costs
incurred. Subsequently. instruments with fixed maturity are re-measured at amortised cost using the effective interest method.
Amortised cost is calculated by taking into account any transaction costs, and any discount or premium on settlement.

Borrowings

Borrowings are initially recognised at the fair value of the consideration received less directly attributable transaction costs, and any
discount or premium on settlement. After initial recognition, such instruments are subsequently measured at amortised cost using
the effective interest method. Gains and losses are recognised as finance income or finance costs, respectively. in the consolidated
statement of comprehensive income when the liabilities are derecognised as well as through the amortisation process.

Liability attributable to non-controlling participants

Some non-controlling interests in the Group subsidiaries established in the form of a limited liability company do not satisfy
the conditions of an equity instrument. Such non-controlling interests are treated as financial liability attributable to non-controlling
participants and are reclassified from equity. At initial recognition and subsequently at each reporting date, liability attributable to
non-controlling participants is measured at the present value of the amount payable at exercise., with any change in value reflected
in the consolidated statement of comprehensive income as finance income or expense.

Guarantees issued

The guarantee contract is measured at the higher of the amount determined in accordance with the principles discussed in
Provisions below and the amount initially recognised less cumulative amortisation at the reporting date.
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Fair value of financial instruments

The fair value of financial instruments that are actively traded in organised financial markets is determined by reference to quoted
market bid prices at the close of business day on the reporting date. For financial instruments where there is no active market. fair
value is determined using valuation techniques. Such techniques may include using recent arm’s length market transactions:
reference to the current fair value of another instrument that is substantially the same: discounted cash flow analysis or other
valuation models.

Amortised cost of financial instruments

Amortised cost is computed using the effective interest method less any allowance for impairment and principal repayment or
reduction. The calculation takes into account any premium or discount on acquisition and includes transaction costs and fees that
are an integral part of the effective interest rate.

Derecognition of financial assets and liabilities

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

e the rights to receive cash flows from the asset have expired:

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

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

Where the Group has transferred its rights to receive cash flows from an asset and has neither transferred nor retained substantially
all the risks and rewards of the asset nor transferred control of the asset, the asset is recognised to the extent of the Group’s
continuing involvement in the asset.

Financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

Where an existing financial liability is replaced by another from the same lender on substantially different terms. or the terms of
an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the original
liability and the recognition of a new liability, and the difference in the respective carrying amounts is recognised as finance income
or finance costs in the consolidated statement of comprehensive income.

Impairment of financial assets
The Group assesses at each reporting date whether a financial asset or group of financial assets is impaired.
Assets carried at amortised cost

If there is objective evidence that an impairment loss on loans and reccivables carried at amortised cost has been incurred.
the amount of the loss is measured as the difference between the asset’s carrying amount and the present value of estimated future
cash flows discounted at the financial asset’s original effective interest rate. The carrying amount of the asset is reduced either
directly or through use of an allowance account. The amount of the loss is recognised as expenses in the consolidated statement of
comprehensive income.

The Group first assesses whether objective evidence of impairment exists individually for financial assets that are individually
significant. and individually or collectively for financial assets that are not individually significant. If it is determined that no
objective evidence of impairment exists for an individually assessed financial asset. whether significant or not. the asset is included
in a group of financial assets with similar credit risk characteristics and that group of financial assets is collectively assessed for
impairment. Assets that are individually assessed for impairment and for which an impairment loss is or continues to be recognised
are not included in a collective assessment of impairment.

If. in a subsequent period. the amount of the impairment loss decreases and the decrease can be related objectively to an event
occurring after the impairment was recognised, the previously recognised impairment loss is reversed. Any subsequent reversal of
an impairment loss is recognised against the respective expenses in the consolidated statement of comprehensive income. to
the extent that the carrying value of the asset does not exceed its amortised cost at the reversal date.
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For trade and other receivables. an allowance for impairment is made when there is an objective evidence (such as probability of
insolvency or significant financial difficulties of the debtor) that the Group will not be able to collect all of the amounts due under
the original terms of the invoice. When trade and other receivables are uncollectible, they are written off against the allowance
account. Changes in the carrying amount of the allowance account and subsequent recoveries of amounts previously written off are
recognised as expenses in the consolidated statement of comprehensive income.

Derivative financial instruments and hedge accounting
Initial recognition and subsequent measurement

The Group uses derivative financial instruments such as forward currency contracts to hedge its foreign currency risks. Such
derivative financial instruments are initially recognised at fair value on the date on which a derivative contract is entered into and
are subsequently re-measured at fair value. Derivatives are carried as financial assets when the fair value is positive and as financial
liabilities when the fair value is negative.

Any gains or losses arising from changes in fair value on derivatives during the year that do not qualify for hedge accounting and
the ineffective portion of an effective hedge. are taken to finance income or finance costs. respectively, in the consolidated
statement of comprehensive income.

The fair value of forward currency contracts is the difference between the forward exchange rate and the contract rate. The forward
exchange rate is referenced to current forward exchange rates for contracts with similar maturity profiles.

At the inception of a hedge relationship, the Group formally designates and documents the hedge relationship to which the Group
wishes to apply hedge accounting and the risk management objective and strategy for undertaking the hedge. The documentation
includes identification of the hedging instrument. the hedged item or transaction, the nature of the risk being hedged and how the
entity will assess the hedging instrument’s effectiveness in offsetting the exposure to changes in the hedged item’s fair value or
cash flows attributable to the hedged risk. Such hedges are expected to be highly effective in achieving offsetting changes in fair
value or cash flows and are assessed on an ongoing basis to determine that they actually have been highly effective throughout
the financial reporting periods for which they were designated.

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

»  fair value hedges when hedging the exposure to changes in the fair value of a recognised asset or liability or an
unrecognised firm commitment; or

* cash flow hedges when hedging exposure to variability in cash flows that is either attributable to a particular risk
associated with a recognised asset or liability or a highly probable forecast transaction or the foreign currency risk in
an unrecognised firm commitment; or

e hedges of a net investment in a foreign operation.

The Group uses forward currency contracts as hedges of its exposure to foreign currency risk in firm capital commitments. These
hedges are accounted for as fair value hedges.

Fair value hedges of unrecognised firm commitment

When an unrecognised firm commitment is designated as a hedged item, the subsequent cumulative change in the fair value of
the firm commitment attributable to the hedged risk is recognised as an asset or liability with a corresponding gain or loss
recognised as finance income or finance costs. respectively. in the consolidated statement of comprehensive income.

The Group discontinues fair value hedge accounting if the hedging instrument expires. is sold, terminated or exercised. or no longer
meets the criteria for hedge accounting, or the Group revokes the designation. The Group discontinues fair value hedge accounting
from the last date on which compliance with the hedge effectiveness was demonstrated.

When hedge relationship no longer meets the criteria for hedge accounting the hedged item ceases to be adjusted for changes in its
fair value attributable to the risk being hedged and continues to be accounted for in a manner that was applicable prior to it being
hedged. The basis adjustment on the hedged item is frozen and continues as part of the carrying amount of the asset up to the date
the carrying value is recovered through use or sale of the asset becomes impaired. The hedged instrument continues to be accounted
as derivative at fair value through profit and loss.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it is probable
that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable estimate can be
made of the amount of the obligation. Where the Group expects a provision to be reimbursed, for example. under an insurance
contract, the reimbursement is recognised as a separate asset but only when the reimbursement is virtually certain. If the effect of
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the time value of money is material. provisions are determined by discounting the expected future cash flows at a pre-tax rate that
reflects current market assessments of the time value of money and, where appropriate, the risks specific to the liability.

Pension obligations

In the normal course of business the Group contributes to the Ukrainian. Russian and Kazakhstani state pension schemes at
the statutory rates in force during the year, based on gross salary payments: such expense is charged in the period the related
salaries are earned. The Group has also agreed to provide certain defined contribution pension benefits in Switzerland and the USA.
The Group has no legal or constructive obligations to pay further contributions in respect of those benefits. Its only obligation is to
pay contributions as they fall due. These contributions are expensed as incurred.

In addition, the Group’s Ukrainian production subsidiaries provide other post-employment benefits to their employees. There are
two significant defined benefit post-employment plans in Ukraine. both of which are unfunded. These plans comprise:

e the Group’s legal contractual obligation to its employees to make one-off payment on retirement to employees with long
service and other benefits according to the collective agreements. and

e the Group’s legal obligation to compensate the Ukrainian state pension fund for additional pensions paid to certain
categories of the ecligible employees of the Group. The cost of providing benefits under defined benefit plans is
determined separately for each plan using the projected unit credit method in respect of those employees entitled to such
payments. Management uses actuarial techniques in calculating the liability related to these retirement obligations at each
reporting date. Actual results could vary from estimates made to the date.

Past service cost resulting from introduction of pension benefits is recognised as expense on a straight-line basis over the average
period until the benefits become vested.

Gains and losses resulting from the use of actuarial valuation methodologies are recognised when the cumulative unrecognised
actuarial gains or losses for the scheme exceed 10% of defined benefit obligation. These gains or losses are recognised in the profit
and loss over the expected average remaining working lives of the employees participating in the plan.

Contingent liabilities

Contingent liabilities are recognised in the consolidated financial statements if their fair value can be measured reliably and if it is a
present obligation that arises from past events. They are disclosed unless the possibility of an outflow of resources embodying
economic benefits is remote.

Income tax
Current tax

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered from or paid
to the taxation authorities. Current tax expense is calculated by each entity on the pre-tax income determined in accordance with
the tax law of a country in which the entity is incorporated. using tax rates enacted during the tax period when the respective
transaction arises.

Deferred tax

Deferred income tax is recognised. using the balance sheet liability method. on all temporary differences at the reporting date
between the tax bases of assets and liabilities and their carrying amounts in the consolidated financial statements.

Deferred income tax liabilities are recognised for all taxable temporary differences, except:

e where the deferred income tax liability arises from the initial recognition of goodwill or of an asset or liability in a
transaction that is not a business combination and. at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss: and

e inrespect of taxable temporary differences associated with investments in subsidiaries and associates, where the timing of
the reversal of the temporary differences can be controlled and it is probable that the temporary differences will not
reverse in the foreseeable future.

Deferred income tax assets are recognised for all deductible temporary differences. carry forward of unused tax credits and unused
tax losses. to the extent that it is probable that taxable profit will be available against which the deductible temporary differences.
and the carry forward of unused tax credits and unused tax losses can be utilised except:

*  where the deferred income tax asset relating to the deductible temporary difference arises from the initial recognition of
an asset or liability in a transaction that is not a business combination and, at the time of the transaction. affects neither
the accounting profit nor taxable profit or loss; and

21



INTERPIPE LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

(in US dollars and in thousands) INTERPIPE

e in respect of deductible temporary differences associated with investments in subsidiaries and associates. deferred income
tax assets are recognised only to the extent that it is probable that the temporary differences will reverse in the foreseeable
future and taxable profit will be available against which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no longer probable
that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilised. Unrecognised deferred
income tax assets are reassessed at each reporting date and are recognised to the extent that it has become probable that future
taxable profit will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is realised or
the liability is settled. based on tax rates and tax laws that have been enacted or substantively enacted by the reporting date.

Deferred tax assets and liabilities are offset. if a legally enforceable right exists to set off current tax assets against current tax
liabilities and the deferred taxes relate to the same taxable entity and the same taxation authority.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and revenue can be reliably
measured. Revenue from sale of goods is recognised when the significant risks and rewards of ownership of the goods have passed
to the buyer and the amount of revenue can be measured reliably. Advances from customers represent cash receipts from the buyer
before significant risks and rewards of ownership of the goods have passed to the buyer. Revenue from rendering of services is
recognised when services are rendered.

Cost of sales and other expenses recognition

Cost of revenue that relates to the same transaction is recognised simultaneously with the respective revenue. Expenses also include
warranties and other costs which are to be incurred after the shipment of the goods is made and which can be measured reliably.

Reclassifications

Certain insignificant reclassifications have been made in the accompanying Notes to the consolidated financial statements in respect
of information relating to the year ended 31 December 2011 to enhance the disclosures made therein in line with 2012 presentation.

IFRSs and IFRIC Interpretations not yet effective

Standards issued but not yet effective up to the date of the issuance of the Group’s consolidated financial statements are listed
below. This listing of standards and interpretations issued are those that the Group reasonably expects to have an impact on
disclosures. financial position or performance when applied at a future date. The Group intends to adopt these standards when they
become effective.

IAS | Financial Statement Presentation — Presentation of Items of Other Comprehensive Income — Amendments to 14S ]

The amendments to IAS | change the grouping of items presented in other comprehensive income (OCI). Items that could be
reclassified (or ‘recycled’) to profit or loss at a future point in time (for example. net gain on hedge of net investment, exchange
differences on translation of foreign operations, net movement on cash flow hedges and net loss or gain on available-for-sale
financial assets) would be presented separately from items that will never be reclassified (for example, actuarial gains and losses on
defined benefit plans and revaluation of land and buildings). The amendment affects presentation only and has no impact on the
Group’s financial position or performance. The amendment becomes effective for annual periods beginning on or after 1 July 2012.
and will therefore be applied in the Group’s first annual report after becoming effective.

I45 19 Employee Benefits (Revised)

The IASB has issued numerous amendments to IAS 19. These range from fundamental changes such as removing the corridor
mechanism and the concept of expected returns on plan assets to simple clarifications and re-wording. The amended standard will
impact the net benefit expense as the expected return on plan assets will be calculated using the same interest rate as applied for the
purpose of discounting the benefit obligation. The amendment becomes effective for annual periods beginning on or after
1 January 2013.

IAS 28 Investments in Associates and Joint Ventures (as revised in 2011)

As a consequence of the new IFRS Il Joint Arrangements, and IFRS 12 Disclosure of Interests in Other Entities.
IAS 28 Investments in Associates, has been renamed to 1AS 28 [nvestments in Associates and Joint Ventures, and describes the
application of the equity method to investments in joint ventures in addition to associates. The Group expects that the adoption of
the amended standard will not have a significant impact on its financial position or performance in the period of initial application.
The amendment becomes effective for annual periods beginning on or after 1 January 2013.
















































































































