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Responsibility for the consohdated financial statements

Pursuant fo the Accounting Act of the Republic of Croatia, the Management Board is responsible for ensunng that
consolidated financial slatements are prepared for each financial year in accordance with International Financial
Reporting Standards [“the IFRS5s5") as publishied by the Infemabional Accounting Standards Board, which give a
iree and fair wew of the financial position and results of operations of Zagrebacki holding d o.o. and its subssdiaries
("the G‘mup"r.

After making emquines, the Management Board has a reasonabde expectation thal the Group has adeguate
resources o continue in operational exigtence for the foreseeable future, For this reason, the Management Board
continues (o adopt the going concern basis in prepanng the consolidated financial statements

In prepanng e consolidated financial statements al the Group, the responsibilities of the Management Board
include ensuring that

*  sullable accounting polices are selected and then applied consstently,
*  judgments and estimates are reasonable and prudent;

=  applicable accounbing standards are followed, subject 1o any material depariures disclosed and explained n
the consobdated Enancial statements, and

* the consolidated financial statements are prepared on the going concern basis unkess it is inappropriate to
presume thai the Growp will continue in business.

The Management Board is responsible for keeping proper accounting records, which disclose wilh reasonable
Bccuracy al anmy time, the financial position of the Group and the compliance of the consolidated Rnancial
statements of the Group with the Croatian Accounting Act The Management is also responsible for safeguarding
the assets of the Group, and hence, for taking reasonable steps for the prevention and detection of frawd and other

inmeqularities.
Sagned on behall of the Management Board by

vo Cowid, Graduate Enginear

Zagrebatki Helding d.o.o., Zagreb
Aveniga Vukovar 41

10000 Zagreb

Republic of Croatia

30 September 2012
\-4 B ZAGREBACKI HOLDING
| 11A[‘:HEH I.IIIE; ;l‘.'l::la. Wukovara 41
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Independent Auditor's Report Tet +385 () 1 2351 900
Fa- +385 (0) 1 2381 929

To the Owner of Zagrebagki holding .o omaiend i,
We have audited the accompanying consolidated financial statements of Zagrebatki Holding d.o.0. and its
subsidiaries ("the Group"). which comprise the consolidated qatement of financial position as at 31
December 2011 and the related consolidated statements of comprehensive income. of changes in equity and
of cash flows for the year them ended, and a summary of significant accounting policies and ather

explanatory information.

Meragemeni's resporsihility for the fincrcicl stalemernis
Management is responsible for the preparation  and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards and for such internal control as

management determines is RECESsAry 10 enable the preparation of consolidated financial statements that are

free from material misstatement, whether due to frawd or error.

Auditor's responsibility
Our responsibility is to express an opinion on these financial statements based on our audit, Except as

provided below in Paragraph 1). Basis for qualified opinion, 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 arc

free from material misstatement.

An audit involves performing procedures 10 abtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgement. including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due 1o
fraud or error. In making those risk assessments, the auditor considers internal control relevant 1o the
preparation and fair presentation of the consolidated financial statements of an entity 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 reasonablencss of accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficien and appropriate 1o provide a basis for our

opinion.
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Independent Auditor's Report {continued)

Basis for qualified opinion

I Bis feases

During 2008 and 2000 the Group entered into lease agreements for 214 buses over a period of 96 months (8
years), with the total value of the agreements amounting 1o HRK 978,885 thousand. As per the agreements,
the monthly lease payvment includes additional charges such as registration, servicing, insurance and other
costs related o the operability of the buses over the term of the lease. Since we could not satisfy ourselves as
to the amount of such additional costs included in the lease payment and were not able 10 make full
distinction between the principal, interest and other cost amounts included in the monthly lease payments
charged by the lessors, we were not able to determine whether the lease agreements are financial or operating
leases as specified in International Accounting Standard 17 "Leases”™ (IAS 17). As a result, we could not

determine whether any of the amounts reguire restatemient.

2) Classification of leases

As disclosed in Note 18 10 the consolidated financial statements, the Group, as the lessor, entered into
several lease agreements during 2009 and 2008, which have been accoumted for as operating leases.
However, the classification of these agreements at inception is not compliant with International Accounting
Standard 17 “Leases™ (IAS [7). according to which a lease where the presemt valuve of minimum future
payments under the lease agreement approximates the fair value of the leased asset is classified as a financial
lease, which s the nature of the leases entered into by the Group. Had the Group accounted for its lease
agreements properly as financial leases, as of 31 December 2011, the receivables under financial lease, less
future income eamed, would have been be higher by HRK 773,124 thousand, property. plant and equipment
would have been be lower by HRK 982,022 thousand, retained eamings would have been lower by HRK
163.661 thousand, and the result for the vear then ended would have been lower by HRK 45.237 thousand.

Ul ified coprivsiom
In our opinion. except for the potential effects of the matters discussed in Paragraph 1) of the Rasis of
qualified opinion paragraph, the consolidated financial statements present fairly. in all material respects, the

financial position of the Group at 31 December 201 1. and the results of its operations and its cash flows for
the year then ended in accordance with International Financial Reporting Standards.



Independent Auditor's Report (continued)

Enmphasis of matter

Withowt further quallfving owe opindon, we drow attersion fo the foflowing mater:

Title o property

As discussed in Note 18, certain local municipal land registers have not been fully updated. The registration
of the paremt company’s and its subsidiaries’ ownership to buildings in appropriate registers, serving as
evidence of ownership, is in progress. Although the Group possesses certain documents serving as evidence
of title, there is uncertainty as to the final status of those assets.

 Xlrew mcters

The consolidated financial statements of the Group for the year ended 31 December 2010 were audited by
another auditor whose report dated |1 July 2011 expressed a modified opinion on those siatements because
the Group accounted for a part of financial lease agreements as operating leases, due to which receivables
under financial leases should be higher by HRK 893 885 thousand, property. plant and equipment should be
lower by HRK 1,066,439 thousand. retained eamings should be lower by HRK 98,686 thousand. whereas the
loss for the vear ended 31 December 2010 should be higher by HRK 68,868 thousand.

Delo eHm.z.g
{N@,

Branislay Yriaénik, Certified Auditor
3 Seplember 2012



Consolidated statement of comprehensive income
For the year ended 31 December 2011

DPERATING INCOME
Sales
Cihar operating income
Total

OPERATING EXPENSES
Cost of matenial and serices
Siaff costs

Daprecistion and amotisation
Cither expenszes

Impaarment allowance on current and non-current
assels

Provisions for risks and charges
Cther operating expenses
Total

FINANCIAL INCOME
FINANCIAL EXPENSES

TOTAL INCOME
TOTAL EXPENSES

LOSS BEFORE TAX
INCOME TAX EXPEMSE
LOSS FOR THE YEAR

Attributable to:
Atiributable o the equity holders of the Company
Nan-controlling interests

Cther comprehensive iIncome

Tatal comprehensive income | (loss] for the
year

Total comprehensive income | (loss)
attributabde to:

Altributable to the equity holders of the Company
Mon-comtralling interesis

2011 2010

Nates Ag restated
(HIR KOO (HRKD00)

4,019,061 4 083,307

1,385 647 1,308,803

5,374,748 5,403,110

i 2509, 154 2,625,730
1,842 958 1,848 180

619,430 625 896

10 31,040 24 693
11 193 452 132472
12 58,230 G, 464
12 60 852 42 643
5,315,194 5,508,088

14 111,670 124,620
15 498,948 479,282
5486418 5.527.730

014,144 5,988,370

(327, 726) (460, 640)

16 (5,963) {8,037)
[333,689) {468.ETT)

{335,331) (467 BTZ)

1,642 (805}

29 805,248 1073
471,558 (467 .604)

488017 (466, T}

1,642 {805)

The accompanying accounting pelicies and notes form an integral part of these consclidated financial statements

Zagrebatki Holding d.o.o. and its subsidiaries. Zagreb



Consolidated statement of financial position
At 31 December 2011

HON-CURRENT ASSETS
Froperty, plant and eguipment
Infangible assets

Invesiment propery

Oither finamncial asseis
Moan-cuirent recenables
Deferred 1ax assets

Total non-curreni assets

CURRENT ASSETS
Inventomnes
Curar receivabias

Amounts owed by related parties

Trade accounts recaivable
Amocunts dus from employeas

Feceivables from the Stale and ofher

meskitufions
Oifer receivables
Total curment recanables

Other financal assets

Cash with banks and in hand
Total current assets

TOTAL ASSETS

Motes MM 1212010 o120
As ragiabed A resiated

(HRK'000) (HRKD00) (HRK000)

18 17,013,837 16.321.138 18,402,353
17 21 622 20,422 27 623
18 875 818 52 808 052 808
20 121,827 120,807 123,175
21 1,803,015 2,017,752 2 147 990
16 55,062 58 750 58 827
20,085,281 19,489 677 18,712,778

22 840,020 837,701 921 528
23 505 374 598,793 723 625
24 1,020.274 1,086 254 37 457
25 2 304 2081 2 167
26 18,188 17.758 29 365
27 125,823 137 570 182 657
1671661 1,840,456 1,675,301

20 56,813 23,343 105,226
28 143,903 125,455 153,305
2,712,697 2,826,955 3,086,760

22 807 978 22 116,632 22 768,536

The accompanying accounting policies and motes forrm an integral part of these consolidated financial statements

Zagrebatki Holding d.o o and its subsidianes. Zagret



Consolidated statement of financial position (continued)
At 31 December 2011

EQUITY

Share capital

Ravaluation resane

Crthar resarses

(Accumulated lossesratamed earnings
(LossuFrofi for the year
MNon-controlling ineresis

Total equity

HOMN-CLIRRENT LIABILITIES
Prvisapmes
Loans payable

Liabadities under msued long-lerm
secunilies

Other mon-curren liabililies
Deferned income

Defarrad tax liability

Total non-current Haksilities

CURREMT LIABILITIES
Liabilibes 1o retaled panies

Loans and borowings

Liabilitees i resgect of lnans. deposits
and sirmslar

Trade payables

Armdunis due o employees
Taxes and confributions payable
Orher eurrent liabilibies

Total current liabilities

TOTAL EQUITY AND LIABILITIES

Notes

3

35
n

a7

4

3111212011 31212010 0110112010
Ax restated As reslated
(HRE'D0O) {HRED00) [HRED00)
4,208 620 4,208,629 4,208 620
3,308 D06 2.591,658 2.580 585
G7.300 15.125 15,125
(176.940) 260,932 241 280
(338,331) (467 ,872) 49,543
1,077 {S65) 240
7,191,644 8. 63T 80T 7.105 511
155,960 308 460 347 823
3,171.605 3,457,060 3,790,778
2,250,128 2 215 552 2 218 365
227559 224 527 223 806
5,487 487 5,794 042 6,014,130
B27,324 626,151 626,157
12,329,061 12,715,792 13,219,168
50,300 59.757 137,310
1.270,316 995,301 540,101
F5.134 24 152 Ba 17T
1,075 447 1,078,735 626,110
87,077 93,856 50,420
137,038 105,450 85,417
- EI-?DEIS# GO4 473 577313
3287276 2,962,933 2,441,857
22,807,978 22,316,632 22,768,536

The accompanying accounting policies and notes form an integral part of these consolidated financial statemants.

Zagrebacki Helding d oo and its subsidiaries, Zagreb




{ l ( i i ( { I | { L | { | [ |
Consolidated statement of changes in equity
For the year ended 31 December 2011
; Attributable Mon-
Share Other  Reserves on  Reserves on Retained o coniroling Total
revaluation ravaluation the aguity i
capital FESErves of of eamings hoker interest
property of ““'MI'I ' of the Parent
{HRF OO0, (HRK'000) [ HE R0, { HER 00 (HEE D00 {HRKTD00) (HRKD0G) (HRE'DDO)
_Balance at 010155000 (as restaded) 4 208 828 15,125 2 584 95T 6.961 239,588 7,055,281 164 7,055 445
Profig for the year - - . - 45 643 49 843 76 48,718
Other comprahensive income(loss) B33 (720 1,700 347 a7
Balance at 1 January 2010 {as
restated) 4,208,628 15,125 2,584,324 6,261 290,932 7,105,271 240 7. 1058511
Loss for the year . - = (48T BTZ) (46T 8T 2) {805) (488 BTT)
_Orver comiprehenasve incomeiloss) - - 1,773 {700} - 1,073 - 1,073
Balance at 31 December 2010 (as
restated) 4,208,629 15125 2.586,097 5,561 {176,940) 6616472 {565] 6,637,807
Capial reservies allocated as per a
decision of the aquity holder 82178 - B2175 - 821475
Loss for the yoar . - {335, 3311) [335,331) 1,542 (333,685)
Other comprehensive incometloss) - _ BDS 488 {240} . BOS 248 - 805,248
Balance at 31 December 2011 4,208,629 ar, 3 3,381,585 53 1512.Z71) 7,190,564 1,077 7,191,641

The accompanying accounting policies and notes form an integral part of these consolidated financial statements.

Zagrebatki Holding d.o.o. and its subsidiaries, Zagreb




Consolidated statement of cash flows
For the year ended 31 December 2011

2011 2010
B As resiabed
[HRK) (HRK000)
Loss for the year {333,689) (468,677
Achusted by
Income lax Expense 5 963 8,037
Depreciation and armortisation 519,418 625 874
Gams from sabe of assets [3,457) {3.574)
Impasrment allowance on non-gurrent assets 2,008 634
Impasrmient allowance on currant assats 152 785 128,704
Foreign exchangs losses Th,048 43 681
Changes in kong-farm provisions {42 500) 50,537
Change in the Fair value of imesiment property [23.00) .
Finance cosl recogrised in profit or koss 351 686 396,374
Imvesiment income recognised n profi or loss - - [ 36 485) {72.8951)
Operating cash flows before changes in working capital TIT.EAD 711,744
Changes in working capital
Descrease in inventones 18,768 B4 22T
{Imcreasedecrease in amounts due from the staie (428} 11,607
Dwrcrease in receivables from related companies 91,419 126,832
(Increase)decrease n employes recevables (223} 116
Incraaze in trade receivables {85, TBS) (277.501)
(Increaseldecreass m non-current financial assets (1,260 1,453
Increasef{decraase) in advances received 1,782 (63,825}
Increases in other liabilities 16,491 27160
Increase in other moeivables 14 608 50,340
{Decreaselfincrease in liabdities to suppliers and relaled paries (3.745) 76,072
Incresge in amounts due fo employees 324 4427
Decrease i olfws non-currant liabilities {62, 796) (148 G14)
_Increase w [axes and contmbutions payable . S 2B 514 25,208
_Cash generated from operations ) TE7 407 629,156

Zagrebacki Holding d.0 6. and its subsidiaries. Zagreb g




Consolidated statement of cash flows (continued)
For the year ended 31 December 2011

2011 2010
#As restated
(| HIR B Ca) (HRE'DDO)
Cash generaled from operations TET 407 629,196
Inleres] pasd (265,870 (328 720)
Income taxes paid ) . (5,347} {11.401)
Cash generated from operating activities 486,190 289,075
Purchases of tangible and intangible assets (332 455) (541, 230)
Increase in non-curmend receivables 114,735 130,238
(Increaselfdecraase in current financial assets (33,4709 B1,883
Proteeds from sale of assats &,100 5914
Inbizrest paid 13634 &7 654
Decreasa in defemed income on assels financed by others (224 380) (220,087}
Met cash used in investing activities (435,827) 4TS 504)
Repayments of long-term loans (1,902,010} (449 129)
Proceeds from long-tern bommowings 1,060,006 G57,788
Met cash {used in) / generated from financing activities {41,915) 158,659
et increase | (decrease) in cash 18,448 {27,850)
Balance at 1 January 125,455 153,305
Balance at 31 December 143,903 125,455

The accompanying accounting policies and notes form an integral part of these consolidated financial siatements

Zagrebalki Holding d.o.o and its subsidiaries Zagreb 10




Motes to the consolidated financial statements
For the year ended 31 December 2011

1. GENERAL INFORMATION
History and incorporation

On 27 December 2005 The City of Zagreb and the Company concluded several share transfer agreemenis
imyadhing 22 compamias on the basis of whech the ownership interests in these companies were transfermed i full
from the City of Zagreb to the Company. The transferred equity interests in the nominal amount of HRE 4 038 590
thousand represent assets that are at the free disposal of the Company. In addition. pursuant to these
agreements, the City of Zagreb increased the subscribed capital of the Company, by converting the recaivables
under the Share Transfer Agreement by a total of HRK 4 038, 590 thousand in equity

In 2008 and 2007, several companies, which are enumerated below, were merged ino the Company, and the
Company underwent several changes in 15 status, all of whech were registered at the Commercial Court in Zagreb

Lipon the merger. the merged entities transferred all of their assets and kabilities to Zagrebatki Holding as the
acquirer, Pursuant to the undedying merger agreements and the applicable provisions of the Compamies Act, the
share capital of Zagrebacki Holding was not increased by the share capital of each of the merged entities because
it hEld thi entire share capital in each of the enfities

Activities

At 31 December 2011 Zagrebatki Holding d.o.o. Zagreb ("the Company”) comprised the following business
units/oranches:

Mame of the branch Headquarters Farm Principal acteity . Ownership interest
af
organizabian 2011 2010
Zagrebatki holding Aueniga Vukowar 41 doo Public ransport. water supply,  100% City  1000% Ciy
cleaning, waste cobection and  of Zagreb of Zagreb
dsposal fravel agency
business. spoms, faclity and
real estate managemen

100% Zg  100% Zg.

1 GSKG Sawska cesta 1 branch Facify managamsant holding halding
0% Zg 1008 Zg

2 Gradska grobija Miragaj 10 branch Furneral and ralated seraces  holding halding
Waber caledlion, treatmend 100% Zg 100% Zg

3 Vodoapskrba i cdvodnja Falnegoviceva 1 branch and suppily halding hioiding
Public area cleaning, washa 1007% Zg 100% Zg

4 Cistola Aadnatha 82 beanch collection ang dispasal halding hidding
Zagrebatki elakiritni 1007 Zg 100% 2g

5  tramwa| Oralska 105 branch Puinlic passanger iranspart halding holdng
Landscaping and plar 100% g 100% Zg

6 Zrinjevac Remetinacka 52 branch Growing halding hoiging

Zagrebatki Hedding d o o and its subsidiaries, Zagred 11




Notes to the consolidated financial statements (continued)
Far the year ended 31 December 2011

1. GENERAL INFORMATION (continued)

Activities (continued)

Mame af thia branch Headguariens Form Principal activity Dwnership inbenest
of
argantsaton o A0
Public paring lots and 100%: 9. 100% Zg.
T Zagrebparong Subiceva 40 branch garages hakding Flding
Regeanal ard local road
manageEmsnt. mainianance 100%: Zg. 100°% Zg.
B Zfagrebacke cesig Diorpe Svabce 45 branch and Constnaction haiding heariding
Aukobusns kalasvar 100% g 100% Zg
8 Zagreb Aowenija M. DOrdica 4 branch Bus slation haikding hekding
Venplesale ang redadl markels.  100% £ 100°% .
10 Trdnce fagreb Subiceva 40 Bednizh wanahauSing snd sorage halding halding
100% Zg 100% £g
11 2605 Zeleni trg 3 branch Wasle collection and remowal  holding hakding
Slavansha swarsja Lease of IT cable and network 100% 29 100% Zg.
12 Zagrebadki digitair grad kb branch SyEIRMS halding haarlding
i00% Zg.  100% Zg.
13 Stancgradria Bukgvadtin 4 Brareh Flal cansthucton and sale hoiding halding
Upsavdiaie soortshrm Sports faciity managemant 100% 2g.  100% Zg.
14 objektima Trg K Cosica 11 branch And mainenANCE heiding halding
100% 2y 100% Zg.
15 AGM Mihanoviceva 28 lbramch Publishing halding halding
100% Zg 100%. Xg
16  Robm iemmingd Zagreb Jankomir 25 branch Warehausing halding halding
_ 100% Zg.  100% 7g.
17 iadimir Mazor Maksima 53 Bramch Trawel agency business hedding haiding
Organisabon of fars, 100% Zg 100% 2y
16 Zagrebacki velesaam A Dnabrowmi 15 oranch CONGresses, 5aminass helding hakding

Zagrebacki Holding d.0.0. and its subsidianes, Zagreb
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

1 GENERAL INFORMATION {continued)

Activities (continued)

Companies and institutions owned by Zagrebatki holding d.o.o. that form the Zagrebadki holding Group:

Mame of company Headquarnters Fam Principal activity Chwnership inferess
al
___ oeganisation 2011 2010
Gradaka plinara Zagreb 100% Zg 100% Zg.
1 doo Faadrtia 1 doa Gas destribution hiciding hoiding
Gradska plinara Zagrel - 100% Zg 100% Zg
Z  Opakrbad oo Riadratha 1 d .a Gas supdly holding halding
51% fg 51% Zg
1 Zagreb plakatd o Sawska casta 1 doo Lease of adwertsing space  holding hoiding
1010% Zg 100% Zg
4 Guadska jekarna Zagreh Krala Drislava & instibutican Dinagsbane Fnldirsg hoiding
Sporis facily management
and angaresation of 100% £g 100% g
5 Zagrebarenadoo Savska cesta 1 .o Spatng evanis Feisbdineg nilding
100% Zg
& ZFegreb centrum d.d. Ay Dubrewnik 15 dd Feal eslafe business ¥ hokding
Zagrebatko measticijsin Inveairrsed Tund 100% 2g
T dndtvodoo A Dubicwnis 15 dao frul s erneni - holding

In Movember 2011 the merger of Zagreb centrum d.d. and Zagrebadko investcigko drugive d.o.o. into Zagrebadki
holding d.o.o. was entered in the registry of the Commercial Court in Zagreb based on the Decision of the
Assembly of 13 Seplember 2011 and the underlying merger agreemenis. The mergers were effected by
transferning &ll the assels of those companies, together with all the nghts and obligations attaching to them,
without increasing the share capital.

Principal activities
During the year, the principal activities of the Group comprised the provision of the following services:

= Cleaaning and waste removal services

*  Public passenger franspor Services

= Water collection, treatment and supply

+ Landscaping and plant growing

= Management. maintenance, construction and protection of regional and local roads
» Cleaning and waste removal services

»  (Gas supply and distnbutson

& [vugstore business

*  Warehousing and rental sensces

* Flat business premises and garage construction and sale
+  (Hher services

Zagrebacki Holding d 0.0. and its subsidiaries, Zagren 13




Notes to the consolidated financial statements (continued)
Faor the year ended 31 December 2011

1 GENERAL INFORMATION [continued)

Staff

At 31 December 2011, the Grouwp had 12,731 employees (2010 12,901 employees).as presanted balow:

Group Mo. of staff Mo. of staff
I 3111202010

Zagrebatki holding d.o.o 11,778 11,850
Related companies 852 951
12,731 12,901

Directors and management
Im 2011, members of the Management Board of Zagrebadki holding d.o.o. were &5 follows

1 Ivo Cowic, President

2 Branimar Delst, Memiser

3 Viasta Pavic, Member

4 Alenka Kodida Citin-Sain, Member

Subsidiaries Managing Director at 31 December 2011
1 Gradska plinara Zagreb d oo Bruno Lackovic

2 Gradska plinara Zagreb - Opskrba d.o.0 Igar Piria

4 Zagreb plakat d.o.0 Bionis Guina

4 Zagreb arena d.o.o Tomésiay Pervan

5 Gradska ljekarna Zagreb Mila Bucald

Members of the Supervisory Board of Zagrebatki holding during 2011:

1 President of the Supervisory Board (until 28 February 2012)

2 Josip Kregar, Deputy President of the Supervisory Board (until 28 February 2012)
3 Andelka Bunets, Member [until 28 February 2012)

4 Dragan Kovadevic, Member (until 1 May 2012)

5 Mato Crikvenac, President (since 28 February 2012)

& Maruika Vizek Deputy Pressdent (since 2B February 2012)

7 Hreoje Simovic, Member (since 28 February 2012)

8 Nina Tepes, Member (since 4 July 2012)

<agrebalki Holding d.o o and its subsidiaries, Zagreb
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Notes to the consolidated financial statements (continued)

For the year ended 31 December 2011

1. GENERAL INFORMATION (continued)

The members of the Assembly during 2011 were as follows:

1 Davor Bermardit

2 Borig Spram (until 19 December 2011)

3 Zvane Brumnad

4 Mirando Mrsic (undil 18 December 2011)

5 Jurica Meic

G Tatjana Holjevac

7 Jasen Mes:c (until 22/0272011)

B Velimir Srica {until 24/0572012)

8 Radimir Cadic (until 12/072011)

10 Radimir Cadic (until 25/05/2012)

11 Darinko Kosar

12 Vesna Brezid

13 Dragan Korodija-Manmnic (since 18 December 2011)
14 Dragan Vutic (since 19 December 2011)
15 Danira Bilic {simce 200202011)

18 Danira Bilic {since 24/05/2012)

17 Dwagan Kovatewic (since 25052012)
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Notes to the consolidated financial statements (continued)
For the year endied 31 Decembear 2011

2. ADOPTION OF HNEW AND REVISED INTERNATIOMAL FINANCIAL REPORTING STANDARDS

Standards and Interpretations effective in the current period

The following amendments to the existing standards issued by the International Accouniing Standards Board and
imterpretabhons issued by the Inbemabonal Fimancial ﬁl‘mﬂiﬂq Interpretations Commitles ane effective far tha
current perod

«  Amendments to IFRS 1 Firsi-time Adoption of IFRS- Limited Exemption from Comparative IFRS 7
Disciosiwes for First-time Adoptaers (effective for annual periods beginning on or after 1 July 2010),

« Amendments to |AS 24 Related-party Disclosures - Simplifying the disclosure requirements for
government-related entities and cdarifying the definition of a related party (effective for annual periods
beginning on or after 1 January 2011)

«  Amendments to 1AS 12 Fnancial Instruments: Discloswre - Accounting for nghts isswes (effectve for
amnual pernods beginning on or after 1 February 20100,

+  Amendments to various standards and interpretations “Improvements to IFRSs [2010)" resulting from
the Annual Qualitative Improvement of IFRSs, published on & May 2010 (IFRS 1, IFRS 2, IFRS 7. 145 1. IAS
27, 185 34, IFRIC 13} primanily with a view to removing incomsisiencies and clanfying wording (o be apgplied
for annual periods beginning on or after 1 July 2010 or on or afler 1 January 2011, depending on the
standardinberpretation),

*  Amendments to IFRIC 14 |AS 19 — The Limit on a defined benefit Asset, Minimum Funding
Regquirements and their Interaction - Prepayments of a Minimum Funding Requirement (effective for
annual periods beginning on or after 1 January 2011),

*» IFRIC 18 Exiinguishing Financial Liabilities with Equity Instruments (effectve for annual penods
beginning on or after 1 July 2010)

The adoption of the amended and revised Standards and Inerpretatan has not lead to changes in the Group's
accounting poalicias.
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MNotes to the consolidated financial statements (continued)
For the year ended 31 December 2011

2 ADOPTION OF NEW AND REVISED INTERMNATIOMAL FINANCIAL REPORTING STANDARDS (continued)

Standards and Interpretations in issue not yel adopted

Al the date of authonzation of these financial statements the following Standards, revisions and Interpretabons
WiEfE i issue bul not yel effective

IFRS 9 Financial Instruments [effective for annual penods beginning on or after 1 January 2013),

IFRS 10 Consolidated Financial Statements (effectve for annual pericds beginning an or after 1 January
2013)

IFRS 11 Joint Arrangements (effective for annual penods beginnang on or afler 1 January 2013),

IFRS 12 Disclosures of involvement with Other Entities (effectve for annual penods beginning on ar after
1 January 2013)

IFRS 13 Fair Value Measurement (effective for annual panods baginning on or after 1 January 2013},

IAS 2T (as revised im 2011) Separate Financial Statements (effactve for annual periods beginning on or
after 1 January 2013},

IAS 28 (as revised in 2011) Imvesiments in Associales and Joinf Ventwres (efectve for annual penods
berginning on or after 1 January 2013)

Amendments to IFRS 1 First-time Adoption of IFRS - Severe Hyperinflation and Removal of Fixed Dates
for First-lime Adopters (effective for annual periods beginning on or after 1 July 2011},

Amendments to IFRS T Financial Instruments: Disclosures - Transfers of Financial Assels (effective far
anmual periods beginning an ar after 1 July 2011),

Amendments to IAS 1 Presemtation of Financial Statements - Presentation of ltems of Other
Comprehensive Income (effective for annual periods beginning on or after 1 July 2012), Amendments to
IAS 12 Income Taxes - Deferred Tax: Recovery of Underying Assets (effective for annual periods beginning
an of atter 1 Janwary 2011)

Amendments to |1AS 19 Employee Benefits - Improvements to the Accounting for Post-employment Benedits
(effective for annual periods beginning on or after 1 January 2013),

IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine (effective for annual periods
beginning an or after 1 January 2013),

The Group has elected not to adopt these Standards, revisions and Interpretations in advance of their effective
dates and anficipates that the adoption of these standards, revisions and interpretations will have no material
impact on the consolidated financial statemends in the penod of inikal apphcalion.
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Notes to the consolidated financial statements (continued)

For the year ended 31 December 2011

3. PRIOR YEAR RESTATEMENTS - RESTATEMENTS TO THE 2009 AND 2010 CONSOLIDATED FINANCIAL STATEMENTS | 2010. GODINU

During 2012, the Group identifed the following changes in accounting policies and coreclions regarding prior pericds where management believes that such
comrectons resull in & mofe appropnate accounting presentalion. The changes of accounting polices and corrections were made refrospectively o the

consolidated financial statements for the years 2000 and 2010, The resulting eMects are set out in the tables below

8} Restated prior-period disciosures - 2008 Congolidated stalement of comprehensive income

2009, as

PrEvEoLE

e Fmancelsass  Provisions  Beneliciary fes  Repaired  Other 2009, a8  Reclassified 2008, as
(HRKDOD) o initialiy interest  under IAS 18 !"“"““m gas matars restated restated
OPERATING INCOME 5,750,072 2,808 . . 19,304 {7.190) {87} 5765907 5,765,907
Sales 4,417 402 3,808 : - 19,304 {7.190) - 4433324 4433324
Crher gparabing incomea 1,332,670 - : = {87y 1,332,543 1,332 583
OPERATING EXPENSES 5,455,101 2,269 {3625 (1.450) 5497295 (27.843) 5464452
Materal sxperses 2,695 851 - T - @es 92 2692328 (27 843) 3 864 485
StaM costs 1. 848 711 ol - 1,948 711 1,845 711
Depreciatian and 578,721 ; (1,625) 574,086 574,086
Other expenses 35,216 - . 38218 35.216
Wadue adpsiments 135,155 " 135,156 135,155
Pravisions 18,064 2,269 : 21,323 21,323
Crhar cperaling expenses B4 183 - 9 B4 4TE BdATE
FINANCIAL INCOME 212,378 ' . . 212,375 (27,843) 184,532
FINANCIAL EXPENSES 403,350 8,237 T as 3 : . 411,587 . 411,587
TOTAL INCOME 5,062 447 T : : 19,304 {7.190) (8T}  s.o78.282 (27,843) 5,050,439
TOTAL EXPENSES 5,898,451 8237 2,268 |3,628)  (1.480) 5,903,882 127,843) 5,876,009
TR DERORE 83,054 1,808 {8,237) 2,288} 18,304 1588 1,363 74,400 74,400
TAX INCOME/EXPENSE) (25.068) aa7 : (24,681} (24,881}
PROFIT FOR THE YEAR 18,928 1,808 (8.237) 1,882) 19,304 (3.565) 1,363 29,719 49,718
Afiributable to the equity holdars of 45 541
_‘P_;I-un?‘aur.r.l-r-.;?lllng inbares] —=— e EE il .'-'-E--
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Notes to the consolidated financial statements (continued)
Faor the year ended 31 December 2011

3 PRIOR YEAR RESTATEMENTS - RESTATEMENTS TO THE 2009 AND 2010 CONSOLIDATED FINANCIAL STATEMENTS 1 2010. GODINU (nastavak)

bl Restaled prior-penod disciosuras - 2010 Consolidated statement of comprehansive income

2010, &8 reparted Beneficiary fee Provisions Cut-off Ropaired Other 2010 as Raclassitied 010 as
(HRK OO initially  under the Agresment  under 185 18 errar gas meders restabd reglabed
OFERATING INCOME B 400 &4 18,338 - - 19,914) (6.208) 5403110 - _ 6,403,110
Gales 4084 883 18,348 g * [9,814) & 083,307 . 4,093 307
Ciihér pperating income 1.396.011 = - . . (6. 2085 1,304 B03 = 1,306 8003
OPERATING EXPENSES 5.532,882 - 10,722 144 {6, 268) (1.887) 5538883 {26,805} 5,509,088
Matarial expanses 2658, 740 . . {5, H6i) §3 2 EAZ 8N (26 805) 2625730
Stafl comis 1,949 190 - : . - - 1.94%180 - 1,0l 10
Depraciatan and amanisat=n G237 548 s . . - (1 6805 E25. 0595 - £25 BOE
Oifad axpangsy A4 g 2 x 144 - - 34 693 . 34 857
Walie adjusiments. 132472 - - - - - 132472 = 133473
Prowisions BT 742 - 10,722 . . : S8 454 - a0 464
Cribsitr copavating eapenges 47 643 . . - : - 47643 - 47 843
FINANCIAL INCOME 161,428 - = - o - 181425 (26 805) 124,620
FINANCIAL EXPENSES 484,154 - . . - - - (4.872)  479.282 - aTe.zm2
TOTAL INCOME L L ., - . - [9.914)  {6.208) 5554535 {26, BOS) 5,527,730
TOTAL EXPENSES  EDT.03 . 10,722 144 _(8,268) (6,459) 6015175 _[26,806)  &588,370
PROFITILOSS) BEFORE
TAXATION {484, 717) 18,338 {10,722 {144) 13, B48) 251 (460,840) - {460, 640)
TAK INCOME/EXPEMNSE) [11,123) - 2,147 . k] ] 18,037 - (8.037)
LOSS FOR THE YEAR {475, 840) 18,338 {8,575 {144 {3,648) 1,190  (488.87T) - {450.677)
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

I
3 PRIOR YEAR RESTATEMENTS - RESTATEMENTS TO THE 2008 AND 2010 CONSOLIDATED FINANCIAL STATEMEMNTS 1 2010. {continued)

c} Restated prior-period disclosures Consalidated statement of financial posdion as of 31 December 2009

2009, as Finance

reporied  previou laage Invasiment Prowishons Banaficiary fee  Repaired Orthear 2000, as
[HRKE D00} initially principal property  under A5 19 m _ME;: rislated
NON-CURREMNT ASSETS
Froparty. plant and equipment, and 17,358, 168 (952, BOR) (3628 (382 16,402,353
Intarsgibhe asualy 27 B2 = - - 27 E23
Investment praperty 952 808 . HA2 BOR
Investmants n subsidianes " : 2 ?
Mon-Curmen] receivables 2147 980 - 2,147 880
Cither financial assets 123,175 . ] 1E3TS
Deferred fax assats 49,468 . _ 9,358 : . . 58 827
Total non-gurrent aasets 19,707 428 = 9,358 (3.625) (381) 19,712,776
CURRENT ASSETS
Invaniories 921,668 - . 80 . G621 938
Recewables 1,817,241 = &5 147F @an 1,875,301
Financial aagsts 105, 236 - - - 105,226
Cash wsth banks and im hand 153 305 - = - . 153 3%
Tatal current assts o 2,987 G40 - = 58147 1] 187} 3,085 TED
TOTAL ASSETS 22,708,068 - 9,388 _ smaT (ases (459) 22,768,538
EQUITY
Shade capital 4 208 E2% - - 4 J08 620
Revaluation msarve 2,586 TEY - . 1816 &850 588
Oiher resgrves 15,125 . . . . - 15125
Retained profifsccumuiaied losses ITETOE {35 502) 135 544 38847 - (2. 208 241 185
Frafil Noss far the year 8 805 3,808 (B.237) [N 19,304 {3.565) 1,409 49 B4
Men-contralling interests 265 = ) = N IS S il a4l
Total equity TAIT A 3,608 (43, 738) (3T 431} 58,14 {3,685 a7o 7,105,811
NOM-CURREMNT LIABILITIES 6,822 248 I8 ETT : . S (1.817) 6,857 106
LOMNG-TERM PROVISIONS 301,134 & 5 45 THS - - 347 823
DEFERRED INCOME 6017947  (3.808) : s = 8,014,138
CURRENT LIABILITIES 2436417 - 7,062 - N - ; ITE 2,443 857

_TOTAL EQUITY AND LIABILITIES 22 706,085 8,388 58,147 {3,565} (469} 22,768,536
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Notes to the consolidated financial statements (continued)
Far the year ended 31 December 2011

4 PRIOR YEAR RESTATEMENTS - RESTATEMENTS TO THE 2009 AND 2010 CONSOLIDATED FINANCIAL STATEMENTS 1 2010, (continued)

d) Resialed pror-period dischosures = Consolidated statement of financial position as of 31 Decembear 2010

2010, as reported 2008  Receivables from Provisions Repairad Oehar 2010 as
[HERE D00 initiably  restatemants  the City of Zagreb  under |AS 19 s meters restatod
NOMN-CURRENT ASSETS
Propesty. plant and squspmant, and prepayments 1T 281 183 (B5E B8y 1367 450 18,521,128
Intangible aesals 20432 - . 20,432
Inwaairment propsarny - 252 BlE = 252 808
Invasimeants in subisiliares = L = =
Hon-curent receivables 207 a2 = 2017 e
Crihar finanesal gagety 120,807 - - 130807
Dedgrrad Lax gaanls 45 245 9 357 2147 - - 56, 750
Tatal non-current assoks 19,485 390 5,150 2,147 {3,670 450 10,489,877
CURRENT ASSETS
Ireerioines L ] &0 - 7d 1,134 BT MM
Racaivabkas 1,764 072 548, 0al 18,338 " (4] 1,840 455
Financal assels 23 343 = 1 - 23,343
Cash wiih hanks and in hand 125 455 s E - - 1256 455
Total curremt assets 2,749,353 58,120 18,338 - 4 1,120 2,826,955
TOTAL ASSETS 22,334,743 63,470 18,358 2,147 |, B0 1,580 22,316,632
EQUITY
Share captal 4 308 839 . . 4 208 82X
Rewalisahion msare 2 5Ol Te5 1,818 {253 2 &4 B8R
CEhar rasanies 15,135 - - 18135
Fataired proftfaccumulated losses 281,842 a,0az - . . (2] 230,932
Profid Aoss for the year {475,035 . 18,338 8,878 13,646) 10456 (46T BT2)
Han-caniralkng irerests [B85) [45) - - - 45 {BlAY
Total equity B.620, 781 10,862 18,338 18,575 {3,646) 137 £,837,007
NON-CURRENT LIABILITIES 6,525 148 [l = - {242y 6,523,280
LONG-TERM PROVISIONS Fd40, 48 46, 780 . 10,72 - JEA 460
DEFERRED INCOME 8,787 821 - - 13,578) 5,784,042
CURREMNT LIABILITIES 3,950,035 7,634 = = = 5 264 2,962,931
TOTAL EQUITY AND LIABILITIES £2, 234,743 63470 18,3318 2,147 (3,646) 1,580 223,316,633
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

3 PRIOR YEAR RESTATEMENTS - RESTATEMENTS TO THE 2009 AND 2010 CONSOLIDATED FINANCIAL
STATEMENTS | 2010. {continued)

Dwring 2011, the Group identified the following changes in accounting policies and corrections regarding prioe
perods where management balieves that such correcbons result in @ more appropriate sccounting presentation,
The changes of accounting polices and corrections were made retrospectively to the consolidated financial
statements for the years 2008 and 2010. The resulling effects are sei out in the tables below

Congidering the restatements made to prior periods, the Group reported the balances for the earliest pesiod
presenied | & as of 1 January 2010, as reguired by Intermnational Accounting Standard 1.

IFRIC T8 = Transfers of Assels from Cusiomers;

IFRIC 18 bacama effective on 1 July 20059, and the Group adopted it as of 1 January 2010, Under IFRIC 18 cash
received from customers for the construction of property, plant and equipment be uwsed io conmect those
customers 1o a network should be recognised as revenes mmediately, rather than defarred, as # was the case
garlier (e credited 1o income proporionally over the usefd life of the asset received o the extent of the
depreciation charge). Actording to IFRIC 18 and 1AS 8, the Company oormected the consolidated financial
statements for the year 2009 retrospectively for the pencd from 1 July 10 31 December 2009, The impact of the
change in the accounting policy on the staternent of inancial position and the stalement of comprehensive income
for the year 2009 is presented in this note,

Financial lease of trams - inferess

During 2010, while reviewing tram financial lease agreements, the initial repayment schedule was determined to
be unadjusted for the variable interest rate and thal the recognition of mterest per agreed instalments was not
proporiicnate to the term of the lease, bul rather thal the portion of the interest in the first years of the repayment
excesds the principal. Thus, the Group restated retrospectively its staternents of financial position and statements
of comprehengive ncome for the period 2007 - 2000 and earkier periods.

Recognition of the fee to Vodoopskrba | Odvodnja (VIO) as the beneficiary under an agreement with the
City of Zagrab

Simce 2004 Branch VIO has been performing water treatment fee calculation, collection and fransfer onto a
specific-purpose deposit account with Zagrebatka banka in accordance with the Concession Agreement between
the City of Zagreb and 20V d.o.o. and the Agreement on the Settlement and Payment between the City, 20V, VIO
and Zagrebadka banka Until April 2012, VIO performed those operations frée of charge. In Apel 2012 the City
Assembly adopted an annax to the Payment Agreement, under which the Cily af Zagreb is o pay to Branch VIO,
as the beneficiary, a total fee of HRK 118.718 thousand, interest-free_ including VAT in the amount of HRK 21 792
thousand, for the water treatment fee collected from customers for the public service in the period 1 January 2008
- 28 February 2012. Thus, the Group restated retrospectvely its staternents of financial posibon and statements of
comprehensive income for the period 2007 - 2009, in accordance with LAS 1 and 1AS 8
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

3 PRIOR YEAR RESTATEMENTS - RESTATEMENTS TO THE 2008 AND 2010 CONSOLIDATED FINANCIAL
STATEMENTS | 2010. (continued)

Provisions under AS 19 Employee Benefits

Frowisions for termination benefits were recognised dunng 2011 in accordance with the provisions of the
Collective Agreemeni. The change was made retrospectively. The impact of the change in the accounting policy
on the statements of financial position and the statements of comprehensive income for the years 2009 and 2010
is presenied in this nole

Investment property

Accordeng to 1AS 40 Imvestrment Property, the Group identifed a group of properties not held for the purpose of its
operating actwilies and therefore are invesiment properties in thesr nature. Since those assels were not properly
classified as investment property in prior periods, the pror penods were restated, by reclassifying those properties
from property, plant and equipment 1o invesiment propedy

Remeasurement of repaired gas meters ot cost

In prior-pericd financial statements, the Company recognised repaired gas melers al estimated cost The
remaining categones of fixed assels are nol measured wsing the revaluation model, which is not compliant with the
requirements of [AS 16 Property, Plant and Equipment. In 2011, the value adjustment of repaired gas mefters was
reclassified to cost, and the related change was made retrospectively in accordance with 1AS 8.

Other restafemeants

Other restatements comprise mainty comections of cut-off erors entified in revenuwe and expenses nitially
recognised in the penods in which they arose rather than to which they relate, and to the reversal of revaluation of
@ building {in Crikvenica), given that it is the policy of the Group o recognise buildings af cost.

Reclassifications

Reclassifications reiate 1o reducing the balances of financial income and cost of goods (pharmaceuticals) sold by
bonuses and rebates receved from suppliers

The effects of the comections on the operating results for the years 2009 and 2010 are presented in the table
bl

As initially A5 Effect

_repored restated of the restatement

(HRKDO0) [HRKT00) (HRK'000)

2009 prafit 38,928 48,718 10,781
2010 loss (475 840) (488.67T) 7163

Zagrebalki Holding d o.0. and is subsidiaries Zagreb ﬁi




Notes to the consolidated financial statements (continued)
Far the year ended 31 December 2011

4  SIGNIFICANT ACCOUNTING POLICIES

a) Statement of compliance

The consobdated fnancial statements are prepared in accordance with Intemational Financial Reporting
Standards

b Basis of preparation of the consalidated financial statements

The consolidated financial statements of the Group incorporate the financial statements of Zagrebatki holding
d.o.o. and of its subsidearies.

The consolidated financial statements of the Group have been prepared wnder the historical cost basis except o
o&rtain non-current assels, which are stated at revalued amouwnts, as disclosed in Mote 18 o the financial
latemanis, and fimancial asseis available for sale

The preparation of the consclidated financial statements in accordance with IFRSs requires from management 1o
make estimates and assumptions that affect the application of accounting policies and reported amounts of assets
and liabilibes, and revenues and expenses The areas imvolving a higher degree of judgement or complaxity, or
areas where assumptions and estimates are significant to the conschidated financial statemenis are disclosed in
Note 4x.

¢} Reporting currency

The consolidated financial statements of the Group are prepared in Croatian kunas. All amounis disclosed in these
financial statements are presented in thousands of kunas unkess stated otherwise. A1 31 December 2011, the
official exchange rate of the Croatian kuna against 1 euro and 1 US dollar was HRK 7.53042 and HRK 581094,
respectively (31 December 2010: HREK 7.385173 and HRK 5 568252, respectivaly).

d) Intangible assets

Accouniing soffware

Software licences are capitalised based on the cost of purchase and bringing software into 8 working condition for
its infended use The cost is amartised over the useful life of an asset.

tnfermaily generatod ilanmgibie assels - research and developymenl axpenditure

Expenditure on research activities is recognised as an expense in the perod in which it is incurred. An internally-
generated inangible asset arising from development (or from the development phase of an intemal progecl) is
recognised if, and anly if. all of the following have been demonstrated

+  the technical feasibility of completing the intangilde asset o that it will be avallable for use or sale;
* he intention to complete the iMangible asset and use or sell i
* e @bty to use or sedl the infangible assat;
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

d) Intangible assets |(continued)

Irlernatly generaled ilamngible assels — research and development axpendiure (comiinused)

= R the indangible assel will generate probable fulure ecanomic bensfits;

= the availability of adeguate lechnical, financial and otver resources to complete the developrnent and o
use or sall the intangible asset; and

+ the ability to measure reliably the expenditure attribuiable to the intangible assel during is development.

The amaunt initally recognised for an iMemally-generated intangible asset is the sum of the expenditure mcurmed
from the date when the infangible asset first meets the recognition criteria listed above Where no nternaily-
generaled intangibie assed can be recognised. development sxpendidure it recognised in profit or loss in the period
in which it is incurred

Subsequent to initial recognition, internally-generated intangible assets are reported at cost less accumulated
amortisation and accumulated impairment losses, on the same basis as intangible assets that are acouined
separately

&) Property, plant and equipment

Buildings held for use in the production or supply of goods or senices, or for administrative purposes, are stated in
the statement of financial poestion &l their revalued amounis, besng the fair value at the date of revaluabion, kess
any subsequent sccumulated depreciation and subsequent sccumulated impasment losses Revaluations are
performed with sufficient regulanty such that the carrying amounts do not differ materially from those that would be
ocetermingd wsing fair values al the end of sach regorting parod

Any revaluation increase arising on the revaluation of such land and buddings i recognised in other
COMprehensve income, except to e extent that i1 reverses a revaluation decrease for the same asset presiously
recognised in profit or loss, in which case the increase is credited fo profit or loss to the extent of the decrease
previously expensed. A decrease in the carrying amount arising on the revaluation of such land and buildings is
recogrised in profit or loss to the extent that it exceeds the balance, f any, held in the properfies revaluation
reserve relating to a previous revaluation of that asset
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

&) Property, plant and equlpment (continued)

Properties in the course of construction for production, supply or administrative purposes or purposes not yet
defined are camied al cosl, less any recognised impaiment loss, Cost includes professional fees and, for
qualifying assels, borrowing costs capitalised in accordance with the Growp's accounting policy. Depreciation of
these assets, which is provided on the same basis as for other properses, commences when the assets are ready
fior thesr intended wse

Freahodd land is not depreciated.

Instalistions and equipment are recognised initially &t cosi, less socumulated depreciation and accumulated
impairmend losses.

Deprecialion i provided so0 as to wrile down the cost or revalued amount of an assef over the estimated useful life
of the assel using the straighi-ine method The estimated wseful lives, residual values and depreciation method
are reviewed al each year end, with the effect of any changes in estimate accounted Tor on a prospective basis

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned
assels or, whese shorber, the terrm of the relevant leaze

Any gain or loss anising on the disposal or retiremnent of an item of property. plant and equipment is determined as
the difference Detween (he sales proceeds and Ihe carmying amoumt of the assel and recognised in profit or loss.

Property, plant and equipment are deprecialed using the siraight-line method over the estimated useful life at the
raies ranging from 1,25% to 25% annually.

2011 2010
Buildings 20-80 years 20-80 years
Wehicles 4-20 years 4-20 years
Plant and equipment 4-101 years 4-10 years
Dffice equipment 4-5 years 4-5 years

Residual value is calcutated on prices prevasling at the date of acquisition or revaluation
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

4 SIGHIFICANT ACCOUNTING POLICIES (continued)

&) Property, plant and equipment (continued)

Asgets under construchon comprise costs dweclly related lo construction of tangible fixed assets plus an
appropriate allocation of variable and fixed overheads that are incurred during construction. Assets under
congtruction are depreciated once they are ready for use Costs incurmed in replacing major portions of the
Company's plants, which increase their productive capacity or substantially extend their useful life, are capitalised
Mantenance, replacemant or partial replacemeant cosls are recognised as expenses in the pericd in which they are
incurred,

Impaurrneed of tangibie amd infangibde 255005

Al gach repodting date the Group reviews the carnang amounts of its tangibde and intangible assets to delermina
whaber thare is an indicabion that the assets may be impaired. |If any such indicabon exists, the recoverable
amount of the asset is estimated to determine the potential impairment loss. Where it is not possible o eshimale
the recoverable amount of an individual asset, the Group estimates the recoverable amount of the cash-generating
umit to which the asset belongs.

Recoverable amount is the higher of fair value less costs 1o sell and value in use. In assessing value in use, the
astimated future cash flows are discounted o their present value using a pre-iax discount rate that reflects current
markel assassments of the time value of money and the nsks specific to the asset for which the future cash flow
estimales have not been adjusted

If the recoverable amount of an asset (or a cash-generated wnit) is estimated fo be less thal s carmying amount,
the carrying amount of the asset (cash-gensrating wnit) is reduced fo its recoverable amount, An impairment loss
is recognised immediately in profit or loss, unless the relevant asset is land or a buikding cther than an investment
proparty carmed at a revalued amount, in which case the impairmeant loss is trealed as a revaluation decrease.

Where an impairment logs subseguently reverses, the carmying amount of the asset (or cash-generaling wunit) is
increased to the revised estimate of its recoverable amount, bt s thal the increased carrying amount does mot
exceed the camying amount that would have been determined had no impairment loss been recognised for the
assel (or cash-generating unith in prior years. A reversal of an impairment loss is recogresed immediately in prafit
or loss, unless the relevant asset is carried at a revalued amount, in which case the reversal of the impairment loss
is trealed as a revalualion increase.
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Notes to the consolidated financial statements (continued)
Forthe year ended 31 December 2011

4 SIGHIFICANT ACCOUNTING POLICIES (continued)
) Investment property

Investment property represents property (land) held by the Group for increasing its market value, Investment
propery 15 measured indially at cost Subsequent to initial recognitian, investment properties are measured at fair
value, Gains and losses arising from changes in the fair value of investment propertes are included in prodit or loss
for the penod in which they arise.

Investmenl propeérties are derecogrased on sale or permanant withdrawal from use, as well a8 when no future
ecanomic benefils from their disposal are expected. Any gain or loss ansing from derecognition of an itemn of
imvesiment property, measured as the difference between the net disposal proceeds and the carmying ameount of
the assat, is recognised in profi or loss when the item is derecognised.

During 2011 investment properlies were remeasured at fair value on the basis of apprassals by a cenlified property
appraisal expert, upon whech the gains and losses resulting from the change in the fair values were included in the
imcome statement for the year 2011 as follows:

— (HRK'000)
Gauns on remeasurement of investment property at fair value (Note 6) 60,177
Losses on remeasurement of investment property at fair value (Nate 11) = (37 168)
Met change in the fair value of investment property 23,009

gf Moen-current financial assets

The Group classifies its financial assefs into the following categories: financial assels “at fair value through profit or
lass’ (FYWTPL), 'leans and receivables’. ‘held-to-maturity imvestments’ and ‘financial assets available for sale’

Efeciive mierest melhod

The effective interest method 15 a method of calculating the amartised cost of a financial asset and of allocating
interest income ower the relevant pencd. The effective interest rate is the rate thal exaclly discounts estimated
future cash receipts (includkng all fees on points paid or received that form an integral part of the effective interest
rate, transaction costs and ather premiums or discounts) through the expected e of the financial asset, or, where
appropriale. a shorter peniod

Income is recognised on an effective interest basis for debl instruments other than those financial assets
desgnaied as at FVTPL
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

4 SIGNIFICANT ACCOUNTING POLICIES |continudid)

0] Nom-current financial assels (continued)

ir value th h rlos

Financial assets are classified as at FWTPL when a financial asset is either held for trading or il is designated as at

FWTPL.

A financial assed is classified as held for trading if:

« it has been acquired principally for the punpose of selling in the near future: or

# jtis a part of an ientified portfolio of financial instruments that the Company manages logether and has a
recent actual pattern of shor-lerm profit-taking, or

» |t s adefvalive that (s not designated and efective as a hedging msiniment

A financial asset other than a financial asset held for trading may be designaled as at FWTPL upon initial

recagnition if:

» such designabon eliminates or significantly reduces a measurement or recognition inconsistency that would
athersse anse; or

+ Ihe financial asset forms part of a group of financial assets or financial liabilities or both, which is managed
and its performance is evaluated on a fair value basis, in accordance with the Group's docurmenied risk
maEnagement or investiment strategy, and information aboul the growping iS5 provided internally on that basis; or

= it forms part of a conlract containing one or mare embedded derivatives, and 1AS 38 Financial Insfruments:
Recogmilion and Measuremen! parmils the entire combined confract (assel or liabdity) o be designated as al
FWTFL.

Financial assets at FVTPL are stated at fair value. with any gains or losses arising on remeasurement recognised
in profit or loss. The met gain or loss recognised in prof or loss incorporates any interest paid on the finamcial
habilly and is included in the “other gains and losses” line item in the consolidated staternemnt of comprehensive
mncome.
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

@) Mon-current financial assets [continued)
Held-t hurity | : s

Bills of exchange and debentures with fixed or determinable payments and fixed maturibes dates thal the Group
has the positive intent and ability 1o hald to matunity are classified as held-io-matunty investments. Held-to-maturity
imvesiments are recorded al amodised cost using the affectve mberast method less any impairment, with revenue
recognisad on an effective yield basis.

Finangal agsels available for sale

Unlisted shares and listed redeemable notes held by the Group that are trade in an actve market are classified as
available for sale and stated at fair value. The Group also has investments in unksied shares thal are nol traded in
an active markel bul are classified as financial assels available for sale and carried at fair value because the
managemant considers thal their fair value can be determined reliably. Gains and losses arising from changes in
the fair value are recognised in olher comprehensive income and accumudated n equity wilhin imeestment
revaluatdn reserdd, eotept for impairment losses inerest determined using the effective interest rate and
exthange differences on monetary assels which are recognised in prafit or loss. Where the imvestment is deposed
of or is delermined to be impaired, the cumulative gain or loss previously recogmized in the mesiments
revaluation reserve is ransferred to profit or loss

Dividends on AFS equity instruments are recognised in profil or loss when the Company's right 1o receive the dividends
i5 established,

Loans and receivables

Trade, loan and other receivables with fixed or determinable payments that aré not quobted on an active market are
classified as loans and receivables and measured at amortised cost usang the effective interest method, less any
impairment losses. Interest income is recognised by applying the efectve interest rate, except for short-term
receivables whan the recognition of inferest would be immaterial

The fair value of AFS monetary assets denominated in a foreign currency is determined in that currency and
translated at the spol rate at the reporting date. Exchange differences arisen on translation and recogrised in profit
of loss are defermined on the basis of the amortised cost of the monetary asset. Other exchange differences are
recognised in other comprehensive income
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

g} Mon-current financial assets (continued)

fmpaimend of financial assers

Financial assets, other than those at fair value through profit or lkoss reporied in the statement of comprehensive
income, are assessed for indications of impairment at each repoding date. Financal assels are impained where
there is objective evidence that, as a result of one or more events thet oocumed afler the initial recognibion of the
financial asset, the estimaled future cash flows of the investiment have been impacied

For unlisted shares classified as AFS, a significant or prolonged decline in the fair value of the securily below its
cost s considered to be objective evidence of imparmeant

For all other financial assets, including redeemable notes classified as AFS and finance lease receivables,
objactive evidence of impairment could include:

= significant financial difficulty of the issuer or counterparty, or
= dafault or delinguency in interest or principal payments; or
= it becoming probabde that the borroweer will enter bankrupbcy or financial restructuring.

For certain categories of financial assef, such as trade receivables assels that are assessed not to be impaired
individually are subsequently assessed for impairment on a collective basis. Objective evidence of impairment for
a portfolio of recevables could include the Group's past expenence of collecting payments, an increase in the
number of delayed payments i the porfioha past the average credit penod of B0 days, as well as observabla
chamges in national or kxcal economic conditions thal correlate with sefaull on receivables

Faor financial assels carried al amortised cost, the amount of the impamment is the difference between the asset’s
carrying amount and the present value of estimated future cash Rows, discounted at the financial asset's original
effective iInteres] rate

The carrying amount of the financial asset is reduced by the impairment loss dectly for all financial assels with
the exceplion of rade receivables where the carmying ameunt is reduced through the use of an allowance account.
When a trade receivable s considered uncollectible, it is written off agains! the allowance accouni Subsegueni
recovenes of amounts previously written off are credited against the allowance account, Changes in the camying
amount of the allowance account are recognised in the statemeant of comprehensive income.
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Motes to the consolidated financial statements (continued)
For the year ended 31 December 2011

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

gl Mon-current financial assels (continued)

With the exception of AFS equity instruments camied at fair value through the statement of comprehensive income,
if, in a swbsequenl pericd, the amoumt of the impairment loss decreases and the decrease can be redabed
objectively io an event occurring after the impairment was recognised, the previously recognised imparment loss
is reversed through the statement of comprehbensive income to the extent that the camying amount of the
investrment &t the date the impasrment is reversed does not exceed what the amortised cost would have been had
the impairment not been recogmised

In respect of AFS eguity securities at fair walue through the staterment of comprehensive income, imparment
losses praviously recognised in the statemeni of comprehensive income are nof reversed through the statement of
comprefensive income. Any increase in fair value subseguant 1o an impairment loss s recognised directly n

equity
Derencogrition of firancial assels

The Group derecogmnises a financial assel only when the contraciual righls io the cash flows from the asset expire;
or it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another
entity_ If the Group neither fransfers nor retasns substantially all the nsks and rewards of ownership and continues
to confroll the transfermed asset, the Group recogmeses its retained interest in the asset and an assocated habikty
for amounts it may have to pay. If the Group retains substantially all the risks and rewards of ownership of a
transferred financial asset, the Group continees to recognise the finencial assel and also recognises a
collateralised borrowing for the proceeds received

h} Cash and cash equivalents

Cash consists of cash on hand and with banks. Cash equivalents compnse demand deposits and term deposits
wilh maturities of up to three months.
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MNotes to the consolidated financial statements (continued)
For the year ended 31 December 2011

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

i} Trade receivables and prepayments

Trade recesvables and prepayments are shown at amounts invoiced in accordance with the underfying agreement,
order, delivery note and other documents senving as the biling basis, net of allowance for uncollectble amounts

The management provides for bad and doubiful recenvables past due beyond ome year, and on the basis of the
overall ageing structure of all receivables, as well as by reviewing individual significant amounts receivable

Il Inventories

inveniones comprise mainly spare parts, matenals, work in progress and finished products and are carried at the
lower of weighted average price, net of alowance for obsolele and excessive imventaries, and net realisable value.
Management provides for inventones based on a review of the overall ageing of all inventories and a specific
review of significant indridual ilems included n inveniones. Inveniones of work in progress and finished products
arg carmied at the lower of producton cost and the ned selling price.

k} Forelgn currencies

The financial statements of the Group are presented in the curency of the primary econamic environment in which
the Group operates (its functional currency) Mon-manetary lems carmied at fair value that are denominated in
foreign cisrencies are refransliated at the rabes prevailing on the date when the fair value was determined. MNon-
manetany ikems thal are measured in lerms of histoncal cost in a foreign currency are not retranslated,

Exchange differences ansing on the settlement of monetary items. and on the retransiation of monetary items, are
included i the statement of comprehensive mcome for the pernod Exchange differences ansing on the
retranslation of nor-monetary items carmed al fair value arg included in the statement of comprehensive income,
except for differences arising on the refranslation of non-monetary items available for sale in respect of which
gans and losses are recognised directly in eguity. For such non-monetary tems. any exchange component of that
Qain of lass is also recognised directly in eguity.

I} Retirement and long-service benefits
For defined benefit retirement benefit plans, the cost of providing benefits is determined using the Progected Unit
Credit Method, with aciuarial valuations besng carried out al @ach reporting date. Actuarial gains and losses are

recognised in the period in which they anse.

Past service cost is recognised immediately to the extent that the benefits are already vested Otherwise, it is
amorised on a siraight-line basis over certain pariod until the benefits become vested
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

I} Retirement and long-service benefits [continued)

The retirement benefit cbligation recognised in the statement of inancial positan represents the present value of
the defined benefil obligabon as of the reporiing date, adjusted by actuarial gams and unrecognised pasl senace
gl

The Group provides one-off long-service benefits (jubdes awards) and retirement benefits 10 its employees. The
obligation and the cost of these benefits are determined using the Projected Unit Credit Method. The Projected
Unit Credit Method considers each penod of senace as giving nse 1o an additional unit of benefit entitlement and
migasunes aach unil separately 1o build wp the final obligalion. The retirerment banafit obligation is measured at the
presen value of estimated future cash flows usang a discound rate that & similar to the interest rate on gowernment
bonds whehe the currency and berms of the bonds are consistent wah the currency and estimated berms of the
benefit obligation

mj Income lax expenss

Income tax éxpense reprasants the sum of the ax currantly payable and defermad tax

Cuarres [ax

The tax currently payable is based on the faxable profil for the year. Taxable profil dffers from the nel profil
réporiad in the slatement of comprehansive income because o excledes items of incoms or expense that are
taxabie or dedwctible in other years and it further excludes iems that are not taxable or deductible. The Group's
lEability for current tax i3 calculated using lax rates that have been enacted of subslantively enacled by the

reporting date.

Deferrad fax

Deferred fax is the tax expected 1o be payable or recoverable on differences batween the carrying amount of
assels and liabilities in e inancial staements and the comespondeng ax basis used in the computation of taxable
profit, and 8 accounted for using the balance sheet habilty method Deferred tax liabilibes are genarally
recognised for all taxable temporary differences, and deferred tax assets are recogmised 1o the extent that it is
probable thal taxable profits will be available against which the deduclible temporary differences can be wtilised,
Such assels and liabdities are not recognised if the temporary difference anses from goodwill or from the initial
recognition {other than in 3 business combination) of ciher assets and kabililies in a ransaction that affects neither
the taxable profit nor the accouwnting profit.

Daferred tax liabilities are recognised for taxable temporary differences associated with investments in subsidiaries

and associales, and interests in joint venlures, except where the Group is able to confrol the reversal of the
temporary difference and it is probable that the temporary difference will not reverse in the foreseeable future
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

) Income tax (continued)

Deferred tax [continued)

The carrying amount of deferred tax assels 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 a pan of the asset 1o be recoverad.

Deferred tax assels and labilities are measured at the tax rates thal are expected 1o apply in the period in which
the liability is setiled or the assel realised, based on fax rates (and tax kaws) that have been enacted or
substantvely enacted by the reporling date, The meassurement of deferred tax labilies and assets reflects the
amount that the Company expects, al the end of the reporting period, to recover or setile the carrying amount of ifs
assets and liabilities

Deferred tax assets and liabilties are offset when there 5 a legally enforceable right to sel off curent tax assels
against current tax kabilities and when they relate to income taxes levied by the same taxation authority and the
Group intends to settle is current tax assets and liabilties on 8 net basis.

Current and deferred faxes for the perod

Deterred tax is charged or credited in the income statement, axcept when it relates to items charged or credited
darecthy 1o equity, in which case the deferred tax is also dealt with i equity, or where it anses from the initial
accounting of a business combination.

Valwe-added fax (WAT)

The Tax Authorties require that VAT is settled on a nef basis. VAT on sale and purchase tramsaclions is
recognised in the balance sheet on a net basis If a trade deblor is impaired, the related impainment loss is
included in the gross amount of the debtor, which includes VAT

n) Provisions

Prowisions are recognized when the Group has a present obligation (legal or constructive) as a result of a past
event and it s probable (i.e. more likely than not) that an cutflow of rescurces will be required to setile the
obligation, and a reliable estimate can be made of the amount of the obligation. Provisions are reviewed at each
balance sheet date and adjusted to reflect the current best estimale. Where the effect of discounting is material,
the amount of the provision is the present value of the expenditures expecied to be required o settle the
abligation, determined using the estimated risk free interest rate as the discount rate. Where discounting is used,
the reversal of such discounting in each year is recognised as a financial expense and the carrying amount of the
provision increases in each year o reflect the passage of ime
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

nj Provisions [continued)

A resireciuring provision is recognised when the Group has devaloped a detailed formal plan for the restructuring
and has rarsed a vald expectation in those affected that it will carry out the restructuning by staring to implemsant
the plan or announcing its main features to those affected by it. .

The amount recognised a5 a provision is the best estimate of the considergtion required 0 seltie the present
oblgation at the reporing date. taking into account the nsks and uncertainties surrounding the obligabon. Where a
provision is measured using the cash flows estimated 1o settle the present obligation, its carrying amaunt 15 the
present value of thase cash flows

When some or all of the economic benefits required 1o satile a provision are axpected to be recowvered from a third
party, the receivable is recognised as an asset if d 5 wirdually ceram that reimbursament will be receved and the
amount of the receivable can be measured reliably

o) Borrowing costs

Borrowing cosis directly attributable o the acquisibon, consinection or production of qualifying assets, which are
assets thal necessanily take a substantial period of time 1o get ready for thesr inended use or sabe, are added 1o
i cost of those assets, undil such time as the assels are substaniially ready for their intended use or sale,
Investment mmcome samed on the temporary investment of specific borrowings pending their expendidure on
gualdying assats is deducted from the borrowing costs aligible for capitalisation

All other bormowing costs are recognised in net profit or loss for the peniod in which they anre incurred.

Shori-term bormowings and supplier credits are recognised at the original amount less balances repaid Inferaest
expense is charged to the statement of compranensive income Tor the period to which the interest relates

Pl Financial Habilities and equity instruments issued by the Group
Classihication as debi or equity

Debt and equity instruments are classified as either financial liabilibes or as eguily in accordance with the
substance of the confractual arrangement
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

p) Financial liabilities and equity instruments issued by the Group {(continued)

Equity instrments

An equity instrument i$ any contract that ewdences 3 residual interest in the assets of an entity after deducting all
of its labikties. Equity instruments issued by the Group ane recorded at the proceeds received, net of direct issue
cogts

Chiiigations under financial guaraimes conlracts

Financial guarantee coniract obligations are measured inibally at their fair values and are subsequently measured
at the higiher of:

= the amount of the ﬂmlgimﬂ wnder the confract, as determined i accordance with |AS 1T Provisions,
Contingenf Lighifres amd Comntingent Azssefs; and

= the amount initially recognised less, where appropriate, cumulative amortisation recognised in accondance
with the revenue recogniticn policies

Financial Nabiiies
Financial liabilities are classified as either finanoal liabdibes ‘al FVTPL or 'other financial liablibes’,
Fnancial kabiities af fair value through prodit or loss (FYTPL)

Financial liabiities are classified as at FWVTPL where the financial Bability is either held for trading or it is
dessgnated a8 at FWTPL.

A financial kabikty is classilied as held for frading if:
# it has been acquired prncpally for the purpose of selling in the near future; or

* itis a part of an identified portfalio of financial instruments that the Group manages together and has a
recent actual pattern of shon-lerm profil-taking; or

* ilis a derivative that is not designated and effective as a hiedging instrument
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MNotes to the consolidated financial statements (continued)
For the year ended 31 December 2011

4 SIGNIFICANT ACCOUNTING POLICIES (contifwed)

pl Financial liabilities and equity instruments issued by the Group (continued)
Firancial Fabiiies af fav vaiue throwugh profit or foss (FYTPL)

A financial kabilily other than a financial kebility held for trading may be designated as at FVTPL upon initial
recognition if

#  such designation eliminates or significantly reduces a measurement or recognition inconsistency that
would athersise anas; or

= the financial liability forms part of a group of financial assels or financial liabilibes or Doth, which s
managed and its performance is evaluated on a fair value basis. i accordance with the Group's
documented risk management or investment stralegy. and information aboul the grouping 15 provided
imternalhy on that basis; or

« il forms part of a comfract confaining one of more embedged derivatives, and 1AS 39 Financial
Instruments. Recognifion and Meagsuremenf permits the entire combined contract (asset or liability) to be
designated as &l FYTPL

Financial kabilities at FVTPL are stated at fair value, with any resultant gain or loss recognised in the statement of
comprehensive income, The net gain or ioss recognised in the statement of comprehensive income incorporates
imterest paid on the financial Kabilkty. The fair value is determined as descnibed in Mole 44 - Financial instruments.
Cirther financial labiilies

Oiher financial kabilties, including borrawings, are initially measured af fair value, net of iransaction costs

Oiher financial liabilities are subsequently measured al amortised cost using the effective interest method, with
interest expense recognised on an effective yield basis.

The effective interest method is a method of calculating the amortised cost of a financial llability and of allocating
interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated
fufure cash payments throwgh the expected life of the financial liability, or, where appropriate, 3 shorber period.

Deracognifion of financial fabities

The Group derecognises financzal liabilibes when, and only when the Group's obligations are discharged,
cantelled or they expire.
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

4 SIGNIFICANT ACCOUNTING POLICIES {continued)
q) Operating segment reporting

IFRS & requires operaling segmenis to be identified on the basis of intemnal reports about components of the
Group that are regularly reviewed by the cheel operating decision maker in order to allocate resources fo the
segmeants and to assess ther performance. Details of indwidual eperating segmanis are disclosed in Maote 5 to the
financial statements

The Group monitors and presents specifically the results of its major business segments. The business segments
are the basis upon which the Group repords its primary segment information. Certain financial information,
analysed by business and geographical segments, are presentad in Nole 5.

fi Contingent liabilities

Contingent liabilities bave nol been recognised in these financial statements. They are disclosed unless the
possibility of an outflow of resources embodying economic benefits is remote. Mo contingent asseis have been
recognised in these financal sialements. They are disclosed in the notes when the inflow of economic benefits
becomes prababile.

s} Events after the reporting pericd

Events after the reporting date that provide additional information about the Group's position at the reporting date
(adjusting events) are reflecied in the financial statements. Post pericd-end events thal are not adjusting evenis
are disclosed m the nobes whan material

1) Revenue recognition

Revenue is recognised when it is probable that economic benefils assocated with a transaction will flow into the
Greup and when the amount of the revenue can be measwed reliably. Sales are recognised net of sales laxes
and discounts. Revenue from rendering services is recognised by reference to the days worked. Invoices are
issued on the basis of authenticated documentary evidence of the ordering party of actual services performed by
the kast day in a month,

Revenue description:

= Waler supply service income comprises income from connections, water meber installation, as well as from
permanent menthly fees, increased by actual consumption based on the assessed consumption level, as adjusied
a1 the end of the reponing period to reflect the actual consumption based on the readings;

« Public transpon sensce revenue comprises income from the sale of tickets as per the public transport price list
for the City of Zagreb

- Cleaning and waste removal service revenug includes income from the cleaning and waste removal &s pes the
applicable price kst for the City of Zagreb;
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

4 SIGNIFICANT ACCOUNTING POLICIES {continued)

t) Revenue recognition (contineed)

= Pubbé road managemént and mainieénance revenus s recognised ko the extent of the services and works
delivered, in accordance with the underying contracts with cusiomers,

- Income from the sale of flats is recognised when the significant nsks and rewards of the ownership are passed
onto the buyer, together with the related costs of selling (consinecting) the flats.

- Warehousing and operating lease income is recognised in accordance with IAS 17 an a straight-ling basks aver
the relevant lease term

aj Product and merchandise sales are recogmsed when the delivery 15 made and accepled by the Cusioner
and when the collectability of the receivables is virtually certain Revenue from the sale of goods is
recognised whean all the following condibons are satisfied.

= e Group has transferred bo the buyer the signibcam risks and rewards of ownershap of the
goods,

= e Group retains nedher conlinuing managenal involvement (o lhe degree usually assocabed
with cwnership nor effective control ower (he goods sold

= the amount of the revense can be measwred ralably,

* it is probable that the economic banefits associated with the transaction will flow 1o the Group;
and

« he cosis incurred or to be incurred on those transactions can be measured reliably

b} Sales of services are recognised in the accounting penoad in which the senaces are rendered, by reference
to completion of the specific ransaction assessed on the basis of the actusl service provided as a
proportion of the tofal services to be provided,

The siage of completion of the coniract is determined as follows

«  fees for the laying of installabions are recognised by reference fo the stage of completion of installations,
which 15 determingd as a period from the end of the reporting penod relative 1o the total expected perod of
ircgtallation completion

Sendicing fees included in the cost of goods sold are recognised by based on the share of the ioial BEMICIng
cost of a product sold by reference to the number of services performed of products sodd in prior periods and

revenue fram time and matenal contracts is recognised at the conlraciuad rates as labour howrs and direc]
EXpenses ang ncurred
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Notes to the consolidated financial statements (continued)
For the year ended 31 Decernber 2011

4 SIGHIFICANT ACCOUNTING POLICIES (continued)

t} Revenue recognition [continued)

c} Income from government grants comprises the following:

= grants related to assets, including non-monetary grants at fair valee, which are presented in the
statement of financial position as deferred income, and are recognised as revenue over the
penod necessary 1o match them with the related costs (depreciation);

= grants receivable as compensation for expenses or losses already incurred or for the purpose of
giving immediale financial support fo the entity with no future related oosts, whech are recognised
as income of the period in which it becomes receivable

A government grant is not recognised until there is reasonable assurance that the Group will comply with the
conditions altaching to i, and that the grant will be recened

The benefit of a government grand approved at an inferest rate below the markel rate is accounted for as a
government grant and disclosed as the dfference between the funds receved and the fair value of the loan on the
basis of the prevailing market inferest rates.

Grants whose primary condition is that the Group should purchase, construct or otherwise acquine long-term
assels are recognised in the statement of financial postion as deferred incoma and transfarred to profit or loss on
a systematic and rationsl basis over the useful lite of the asset

Other government subsidies are recognised systematically as revenue through the number of periods necessary
to match them with the related costs. Government grants that are receivable as compensation for expenses or
lgses already incurred or for the purpose of giving immediate financial support 10 the Group with no future related
cosls are recognised in profit or loss in the period in which they become receivable

d)  Inferést income is recognised on a time basis so as to capture the actual yield on an asset

e} Devdend incoma is recognised when the right to receive payment has been established.
u) Leases

Leases are classified as finance lgases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership io the lessee. Al other leases are classified as operating leases
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4 SIGNIFICANT ACCOUNTING POLICIES (continued)

u) Leases (continued)
The Group as lessor

Amounts due from lessees under finance leases are recognised as recaivables at the amount of the Group's net
investment in the leases. Finamce lease income is allocaled o accounting penods so as to reflect a constant
perniodic rate of return on the Group's net investimeant oulstanding in respec of the leases.

Rental income from operating leases is recognised on the siraight- lne basis over the term of the relevant kease
Imitial direct costs incurred in negotiating and arranging an aparating lease are added to the carrying amount of the
leased asset and recognised on a siraight- ine basis over the lease larm

The Grup as leszee

Aszsets held under finance leases are initially recognised as assals of the Group at thedr fair value at the inceplion
of the bease or, if lower, at the present valee of the minimum lease payments. The corresponding liability to the
lassor is included in the statement of financial position as a finance kease obligation.

Lease payments are apporboned betwean finance chafges and reduction of the lease cbligation so as to achieve a
constant rate of interest on the remaining balance of the liability. Finance charges are charged directly to profit or
lgss, unless they are directly attributable to qualifying assets, in which case they are capitalised in accordance with
tha Group's general policy on borrowing costs. Contingent rentals are expensed in the period in which they anse,

Dperating lease payments are recognised as an axpenss on a straight-bne basis over the |lease term, excepl
wherg another systematic basis is more represantative of the me pattern in which economic benefits fraom the
le@sed assel ane consumed. Contingand rantals are axpensed in the pancd in which they arise

In the event thal lease incentives are received to enter ino operating leases, such incentives ane recognised as a
liability. The aggregate benefi of incenlives is recognised as a reduction of rental expense on a straighi-line basis,
except where another systemabc basis is more representative of the time pattern in which econamic benefits from
e leased asset are consumed

vl Derivative financial instruments
The Group enters ino & variety of dervative financial instruments to manage its exposure to interest rate and

foreign exchange rale risks, wncluding foresgn exchange forward contracis, interest rate swaps and Currency
SWaADs
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4 SIGNIFICANT ACCOUNTING POLICIES (continued)

v} Derivative financial instruments (continued)
Embedded denvanives

Darivatives are initially recognised at fair value al the date a defivalve condract is entered into and are
subsequently remeasured al fair value at the end of each reporting period. The resulting gain o loss is recognised
in profit of loss immediately unless the denvative is designated and effective as a hedging instrument. in which
event the timing of the recognition in profil of loss depends on the nature of the hedge relationship. The Company
designates cerain derivatives as either hedges of the fair value of recognised assels or liabilities or firm
commitments (fair value hedges). hedges of mghly probable forecast transactions or hedges of foreign currency
risk of firm commitments (cash fiow hadges), or hedges of net investments in foreign cperations

A derivative with a positive fair value is recognised as a financial assel whereas a derivative with a nagative fair
value is recognised as a financial liability. A derivative i5 presented as & non-current asset of & non-current liakility
if the remaining maturity of the instrument is more than 12 months and i is not expecied to be realised or settled
within 12 months. Other derivatives are presented as curment assats of current liabilibes.

Derivatives embedded in other financal instruments or host comdracts are treated as separate derivatives when
thair risks and characteristics are not closely related to those of host confracts and the host contracts are not

carried at fair value through profit or loss

An embedded derivative is presented as a non-curent asset of 8 non-curment liability if the remaining matunty of
the hiybrid instrurnent is more than 12 months and it is not expected to be realised or setled within 12 manths.
Other embedded derivatives are presented as current assets or current liabilibes.

Fair value hedges

Changes in the fair value of defivatives that are designated and qualify as fair value hedges are recognised in
profit or loss immediately, together with any changes in the fair value of the hedged asset or lability that are
attributable to the hedged risk. The change in the fair value of the hedging instrument and the change in the
hedged item attributable 1o the hedged risk are recognised in the line of the statement of comprehensive income o
the hedged item

Hedge accounting is discontinued when the Group revokes the hedging relationship, the hedging instrument
axpires or is sold, terminated, or exercised, or no longer qualifies for hedge accounting The fasr value adjustment
to the carrying amount of the hedged item arising from the hedged risk is amortised to prafit or loss from that date.

w] Comparatives

Where necessary, comparative information has been reclassified to conform to the current year's presentaton
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Notes to the consolidated financial statements (continued)
Far the year ended 31 December 2011

4 SIGHIFICANT ACCOUNTING POLICIES {continuaed)

X} Use of estimates in the preparation of financial statemenis
Critical fudgements in applying sccouniing polices

In the application of the Group's accounting policies, the directors are required to make judgements, eshimates and
assumptions abowt the carmyng amownts of assets and liabilibes that are not readily apparent from alher Sources
The estimates and associaled assumptions are based on past expanence and other faciors that are considered to
be relevant. Actual results may differ from those estimates.

The estimales and underying assumplions are continually reviewed. Revisions 1o accounting estimates are
recognised in the period in which the estmate is revised if the rewision affects onfy that period or in the period of
revision and future pericds if the revision affects both currant and future paricds.

Uselul life of property, plant and equiment

The determination of the useful Iife of the assels is bassd on past expanence invalving similar assets, as well as
on forecast changes in the economic environment and industry-speciic factors. The useful life is reviewed
annually or whanever there are indications of significant changes in the wnderlying assumptions. We believe this
accounting estimate is significant considering the considerable share of depreciable assels in the total assets
Therefora, any change in the underlying assumptions could be material for the Group's financial pogition and he
results of its operations

impanrment of nom-Cuiment assels

Impairment is recogresed in the inancial statements of the Group whenever the net carmying amouwnt of an asset or
a cash-generating unil exceads the higher of the assels e cash-generating unit's recoveraible amount oF fair
value less cosis 1o sl Fair value hess costs 1o sl is determined on the basis of observable inpuls from identical
selling ransactions under normal markel condibons involving similar assets or observable markel prices |ess
addmaonal costs of dsposal.

Avadabiily of laxable profits against which the deferred tax assels coudd be recogrised

A delerred tax asset is recognized only to the extend thal it is probable that the related tax benefit will be realised.
In determining the amount of deferred taxes thal can be recognised significant judgements are required, which are
based on the probable quantification of time and leved of future taxable profits, together with the future tax planning
strategy. In 2011, deferred tax assels on available lax diferences were recognised, The carrying amount of
deferred lax assets is disclosed in Note 16
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

x} Use of estimates in the preparation of financial statements (eontinued)
Actuanal esfimales used mn delemmining employes benefils

The cost of defined benefits is determined using actuanal estimates. Actuarial estimates involve assumptions
about discourd rates, future salary increases and the morality or fluctuaton rates. Becawse of the long-term nature
of those plans, there is uncertainty surrounding those estimates. At 31 December 2011 provisions for employes
benefits amounted o HRK 221,317 thousand (at 31 December 2010 the total provisions amounted to HRE
261 265 thousand) (see Note 30)

Consequences of certam legal achions
The Parem and its subsidiaries are involved in legal actions and proceedings, which have arisen from the regular

course of their operations. The management makes estimates when the probable cutcome of a legal action has
been assesqed, and the provisions are recognised on 8 consistent basis (gee Mabe 30).
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MNotes to the consolidated financial statements (continued)

For the year ended 31 December 2011

5 SEGMENT INFORMATION

SALES

Croafian markeaq
ELU rmarket

2011 2010
As restated

(HRK'000}  (HRK'000)
4 015 447 & QBB TO0
3614 4 607
4,019,061 4,083,307

In accondance with IFRS B, the Group wentified its operating segments on lhe basis of internal reports aboud
components of the Group that are regulady revienved by the cheef operating decison makes n arder (o allocate
resourcas to the segments and to assess their performance. The Group entified its operating segments on the
basis of reporis regularly reviewed by the Managemeni and used by | in making strategic decisions. Operating
segments have been formed by the natune of the business of the branches managed by the Group (see Mate 1),
identifying eleven activibes as operating segments, whereas the twelfih segment includes all other activities of the

Group.

The operating segments comprise the following:

10
ik
12

Water distribution

Passenger iransport

Cleaming and waste removal
Pubilic road management and maintenance
Parking senices

Warehousing and rentals

Waste disposal and management
Facility management

Fiat construction and sale

Gas sale and distribution
Pharmaceubical sales

Cither activities
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

§ SEGMENT INFORMATION [contimued)
SALES [continuwed)

Sel out below is a breakdown of revenue and results of the Group by its reporing segmenis presented in
accordance with IFRS 8. The presenied sales comprss sales o ihind parties

2011 2010

As restated

(HRK'D0) (HRK 000}

Gas distribution and sale 1,188,205 1.187 883
Water distribution revenus 431,740 452 81
Cleaming and waste rermoval 416 040 413 908
Passenger ranspodn JiB.426 275 8T6
Pharmaceutical sales 277599 287 825
Pulblic road maintenance and management 285272 230 508
Facility managemeni 91478 87,153
Flat construction and sale 142 566 225419
Parking senices 136, 766 150,596
Warehousing and renfals 203 587 202772
Waste disposal and management 16,3559 9137
Other revenue 520,823 558 208
4,019,081 o 4,083 307
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Notes to the consolidated financial statements (continued)
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5 SEGMENT INFORMATION [continued)

SALES (continuwed)
Other revenue comprises the following

Landscaping and plant growing

Markets revenue

Sports facility management and maintenance
Funeral sersces

Trade fairs and congresses

Bus. station

Travel agencies

Leage of telecom cable and network systems
Publishing

Cither income

Zagrebacki Holding d o 0 and its subsidiaries. Zagre
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2011 2010
As restaied.
(HRK'D0D) {HRK'D0D)
160,442 146 405
B4 892 90,889
&9 098 g% 941
55 348 64 843
51817 58,075
38141 A6 7TE
24 239 24 512
g 366 7,802
9.099 11,424
B.681 18,130
520823 558,908
Ty
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Notes to the consolidated financial statements (continued)
Far the year anded 31 December 2011
5 SEGMENT INFORMATION [continued)
2010 segment revenue and resulls
Public read
Facility Water Passe- Cleaning Mana- T s pare. e Gassale  Phamnace ——
2010 MBnEg- distriou- ngar and wasle  gementand o mvlz::; am';'g son snd and utical Ciiher i Tatal
amen tion transpart el migsn bar- | digtriution sales
an0e sake rentals  removal B
[HR KO0
Rewveniie
from third
partes 87153 452 831 2TH BTE 413,088 230,808 Z25.419 150, 596 202772 Rk 1,997 883 &7 825 458,508 &, 0RO
IFter-segren
sales 176, 184 18,218 8,286 13,608 HAES M Apa2 5038 108478 186 483 : 20,542 (569,442) -
Tolal sales 263,347 471,047 282,162 427 EOE 252,744 125438 155,238 207,810 115818 1,384,366 87 825 579,550  [(565.442) 4083307
Expenses
from other
operations,
el ol ather
ardinary
incoma (209, 155) (435, THX) {483 025) (430, 51E) (263 400) (108,17H) {127.683) (181,&71) (68.6TS) (1.376,910) (285, T&2) [T 5G] 69 442 (4,198, 285)
Profitdoes
frowm
II'é'||!i'fﬂ'“flfl‘I'-'rl?-'li ar 19 X5 564 (211 Fed (.81 (TR 656 8 260 27645 45 03w a5.g40 18 456 063 {16 405 {f05 878
irafcal
IO 51,187 13021 11,038 &, 005 TAT2 BETE 1,818 I G 2,754 10 685 471 3610 124, 620
Fimaniczal
BNpanses 1273201 (17687 {FE 042} {26T) [2, 101} (50,832 (5,227 {34, T46) [156E] [2,548) [2h [(3.482) (#7838
Nedt ingncial
nasm {22 O14) i BAE) (B8, 008) 5 7ae SarF (52 158) (3 Fi2p {28 058) 2 oag 8136 489 448 (354, 662)
Loss before
taxation (164, 822) 0,508 (278, T6%) 2. BZ6 {5,585) [12.8%6) 23,833 18881 58,028 26.592 2,53  (161,958) | 460, 540)
Income tax
expense L
Nat loss (468,677)
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Notes to the consolidated financial statements (continued)
For the year ended 31 Dacember 2011
§ SEGMENT INFORMATION [continued)
2011 segment revenue and resulis
Public Flat Gas sghe Pharma-
road Warah- WYASIE and mAical
sy Waer ~ 'oose-  Cleaning o em S008I oobing ousing  collection distrib- sales Ebmin-
Tatal
2011 Marald-  giciribution nger  and ““; el and ﬁ services ard and g Other ated -
@meEnt transpost PETICN: main- e rentals  removal
- fenance s
[ HRECTI00)
E'?r“d““'"“ from a1 4748 431,740 B4 416,040 5272 142 566 136 766 203,547 16,359 1,198,206  277.699 520,923 - 4,019,081
L’LTBZW‘ 186978 10,550 5117 13.1%8 16800 448 5 304 3,045 107,148 186,875 B 29,500  (566.242)
Total sales 278,456 442509 323543 429,198 282175 143011 142070 207,532 123507 1385080 277699 550,421  (866.242)  4,.010.061
Expenses
from other
:r;:' m'“"“' {217,281) {302 B45) (620,120  (411.444) (266,586) (62,57TH) (129,2T6)  (100,334) (58,6550  (1,J5B.461)  (275954)  (B41.218)  B86242 (10958508
ordinary
income
Froftdoss from
operahions G175 50,7684 (PO65TT) 17,754 I55M9 80433 12,785 107, 195 63,857 76 BTG i, 745 {90 Fa5 & 557
Financial
iFICamE &5 020 13,358 15,253 6,360 1,006 3,541 436 3682 4,325 12842 LT 4 308 = 111,670
Fenancial
BXpEnEes (303,695 (2B 144) (102, 4459} {1,220} (@278 (B8 {4 GB2) 1,B81) (157 [1.556) i {1,154 = {498 D48}
Ml farangcral
resut (257 679) {14,785 (87, 196} 5 140 {(1,268) (48272 {4, 146 1,78t 4,168 11,086 645 g {247, 278)
Loss befane
taxation (186, 504) 44979 (38377 22,894 14320 A28 8549 108,080 8,020 37,705 2,350 {87, B5E) E {327, T26)
Income tax &3
(6.963)
Met loss (333.,689)
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MNotes to the consolidated financial statements {continued)
For the year ended 31 December 2011

5§ SEGMENT INFORMATION (continued)

Segmaent assets and liabilities at 31 December 2010

Pubic
: Cleaning road Wizt
Aasets and Fasclily Flat Warehi- ol Gas sale  Phamac
bt ARG b ion meu:'-':r: wonts awang onsiucta  CSUER usingand o nd gl Re  E— Total
I 10 ernenl e Periy fi and Saks remials P ——— distribution sales
eNance e o
{HRR 00,
:ﬂ%’f 803119 4540000 2058796 BT 31,291 834, 150 191,607 1,740,780  B2294 1401802 44889 3797.730 - 16,321,138
:."’“:.';"3"* 500 3,571 5374 2.017 0 F 81 1,078 51 3,323 51 2657 ; 20422
Invesimang
952 A0A - . . . - - - - - = s - 952 808
propany :
Insanbaras 1 31,504 51,070 10586 30 E20 BT 375 1,082 1,083 &0 1208 21828 & BZ5 - 23T
rl-m"d.r:.bhm"““ 15 784 A46 081 21273 75412 18,523 17 828 4 T 1,374 1,475 94 213 73766 56 405 - 1,086 254
Unallooated 4538 4T 111,481 THE 407 T M1 214,497 255,293 #7570 18,143  MD275 155 162 50,075 1189, 190 (AT 2068308
Totsl sssats 6310487 5432746 3819920 251837 295578 1,541 586 127742 1,781 428 4163 1.861.TRE 201,600  3.70B4IT 13,323, 770) 22316632
Trade payvabies 54l 555 263, 595 261673 36 G T 50,083 k] 10175 18,713 15967 186 865 5,288 4513 - 1074, 136
Amaunls due 1o
| 4.9 G422 - 4 482 4 452 3443 2,775 32 2,887 3,958 12,578 - 53, 56
g 235 ! 34 M4 : ki el ——
Equity and
unaliccated 6,246 637 4 8549, 728 3,523 B653 2006 543 231 024 1,467 291 34174 1,771,940 ATT Ba4 1,670,555 182,363 3,610,318 13223, 7T 21,143,041
aabsdilies i,
ll"l-ul:ll.:lﬂ-liq IIIII-III!' B, 310487 B.132 Tal 3,819,820 252 02T 295 578 1,543, 586 32T, Tad 1,791 428 394,153 1,861,798 201,608 3,708 42T (3,323,770 4,318,638
HMA20M0
Cithedr segement
imlormation
u'p-nld'l'm'l: A2 TE2 175,121 184,872 17,371 1,451 51 13,178 42 819 G054 B0, TED 18,607 15438 £ 612,248
Tangibie aesats 32411 175,121 194 855 16177 1,441 a1 13,179 41,341 & 844 o0 065 18,585 17627 - 606 512
Infarygibda 1 - 8,336
i m = i 1.194 10 - = 1,178 a5 1,697 22 B2 ;
Depreciation
and 18,347 158 S48 128,724 10,897 6,583 43 604 12,028 ST 10,036 125,305 2,324 54 491 = B25.879
amartisafion
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

5 SEGMENT INFORMATION (continued)
Segment assets and liabilities at 31 December 2011

. Cleaning Fublic road Flat Wasin e
i rll:anlg- Walar  Passnge o Remage.  cens-:  Padang mr:pr.il::; e S Sl o Other  Eliminated Total
IR0 P, detnibuticn transpori washe ment and  uction and SENICES i tigr ard dakititon ey
_____ memeyal  mainbenancs __ sabe ramigval
(HRK 000
Propesty
plant and 2,181,764 4 935 624 2609008 164340 114,303 EE B0 178896 1219888 2 7B498  1.321,152 A% a6 - 1Tm1aEaT
3337113
egulpe]
- 1,264 2,338 8344 1554 108 . 408 777 38 2710 1,084 3,003 : 21 622
InyEstrrng
B75.818 = = : . . - e ! _ ¥ e . !
prapery griaia
inenbarss 15 32,132 A8 245 9,059 8 625 B4 717 50 113 ] i, 506 21,083 a7, GAT - B0, 030
Trade
atcounts 17,284 431,178 23.0%2 75 G0 14 693 16,303 34 733 18, 584 48 263 &3F -] 49,779 - 1020274
PEE v bl
Unallocated 3 863 570 135432 TI3AS 102,999 246,832 115283 108.507 BTEE 385930 167241 TAZ24  A427E  (3436.008)  20ME307
Tatal  TOIB0E  SSITTO1 3,701.7BO 353,888 404658 1, 5007 320294 146929 40871 17E1,248 115377 {3.436,008) 22,807 978
;ﬁ., B1.561 PP R I5SBETA 27,340 0,435 58 655 5 004 18,237 26,084 00,27 17,335 59415 : 1,075,447
Amounds
e i 3,705 B 628 37370 10,552 4 7EG 118 3.253 2 451 3 o4, (0E 4 Am 15 555 - o777
empiopees - .
Equity and
unaliocated 6574138 B8 339 3405731 315968 MG AN 1256034 MMZ04T 1238241 444436 1,556 062 WAITY L ocaang (34360081 21635454
hadilties 758,
T e -l i iz
equity and
Mabilities 7030805 5837701 1,701,780 353,858 404858 1,318,107 321,204  1,2486520 4TOETY 1,761,248 6377 3ETEIE0  (1,436,008) 22807978
JH 011 Other ——
sagment information
W""'” 38,250 127837 35880 3,583 17,878 5,589 BEG 21827 8,776 60,458 1,413 23163 - BB, 204
Tangibhe AT xan 127,837 32 488 3,779 17797 5,698 GEG 21,827 BT &6 924 QAT 21 448 . F3& B4
Asspds
intangible a55 . a2z 214 Bl . . - . 575 431 1,718 - 7363
EEEELE
E5 533 157,050 13, 104 10,285 4,657 0,413 12,384 14,070 13577 123,006 7,548 AT BG = B19.418
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

& OTHER OPERATING INCOME

2011 2010

As restaled

(HRED0) (HRK'DO0)

Grant and subsidy income 756,085 854 410

Reversal of defarred income 241 484 238 038

Income from reversal of provissons @D, 223 11, 406
Unrealised gaing from changes in the fair value of mvestment property a0 177

Recovery of amauns previowsly writhen off 54 450 70,060

Damages collecied 50,756 8017

Income from sabe of non-current assets, surplus and assessmenls 6.108 4, 604

Qther operating mcome 9 424 122,148

o 1,355,687 1,308,803

Income from gramts and subsidies represents prncipally the revenue from the City of Zagreb, comprising the
fallowing:

* financial suppor fram the City Budget for purposes approved by the Assembly
+  financial suppor for the repayment of loans {principal, interest, fees)

2011 2010
{in HRKODD) B - As restated
City of Zagreb Others Total City of Zagreb Others  Total
ZET 593916 18,822 £12,738 735,235 18,790 754,025
Others 17,066 26151 143317 52,376 48,009 100,385
Total 711,082 44,973 756,055 787 611 66,799 854,410

income fram reversal of deferred income is recognised in accordance with 1AS 20 Accounting for Governmant
Grants and Disclosure of Government Assistance over the penod of ulissation and is systematically matched
against the related costs (depreciabon) (see Nobe 4(1)).

Income from reversal of provisions relates mainly fo the following:

2011 2010
A% raslated
(HRICO00)  [HRKDOO)

:ﬂtvu:r?;lgmns for long-service and lerminabon banelils as per 12 870 11.406

Reversal af pravigions for future landfl maintenance costs an 430 -

Reversal of provisions for accrued vacation days 23,081 .

Reversal of provisions for legal actions as per the attorneys' 1732 y
assessments e -

50.225_ 11,486
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

B COPERATING INCOME (continued)

Unrealized gaing in the amount of HRE B0,177 thousand arose on the adoplion of LAS 40 Investment Property in
respect of @ portion of properties held by the Group for the purpose of appreciation of assels Gains arisen fram
the changes in the fair value of invesiment propery are included in other income {revenue).

Imcome from colfection of damages, liguidated damages and other income comprises principally the

fellowing:
2011 2010
As restated
(HREDO) (HRED0E
Reversal of excess of accrued expenses for the Sopnica Project 27 061
following the final calculalions provided by the contractor '
Collected damages and liquidated damages 20,794 8 685
Other income (write-off of debl, approved discounts and similar) 2,801 I
50,7586 8,017

Income from damages and liquidated damages collected mainly relale 1o Stanogradnja Branch (HRK 13.3 million)
which charged iquidated damages and fault removal penaltes charged to the contractors performing the works on
the Sopnica Project in accordance with the underlying construchion contracts

Other operating imcome comprise infemal $ales. sunplus and ofher unspeciiied income.
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

T COST OF MATERIALS AND SERVICES

2011 2010
Ag restaled
(HIRE D) {HRK'000)
Energy cosls P ] 248 643
Riaw material and supplies 245 185 247 062
Expensed small items 18,342 24,038
a) Total malerial cosis 541253 S2067
i:r]_C_han-_gﬂ in the value of invenones of work n progress and finished products 28,382 97,284
cj Cost of goods sold 1,229,050 B 1.22.3.353_
Flemnal and lease cosls 214 181 - ;EE]II-HF
Maintenance 130,348 128.007
Munizipal ulility fees and changes 107,312 1200630
Subconiracior service costs 57.319 72600
Transportalion costs 38,055 38811
Insurance premiums 31,572 30,343
Drata processing and soffware MainbEnance Senices 35,923 32,762
Inmelleciual services 27,129 38323
Bank and paymenl operation charges 13,465 11,7714
Advertising and promotion &, 660 14 8925
Oiher external sarvices 47 885 68,557
) Total extemal services 710,429 783917
2,508,154

2,625,730

&lmast all the categonies included in matenal and service costs, except for energy costs, mantenance costs and
the cost of goods sold decreased in 2011 compared to 2010,

Because of the increased prices of enmergy-generating products i 2011, energy costs rose HRK 24 million
compared to 2010 (the largest increase in attributable to ZET bramch)

The change in the inventory balance for 2011 shows a decrease of HRK 689 milion compared to 2010 because
of lower flat and business premise sales in the guarter Sopnica-Jelkovec.

Zagrebaéki Holding d.o o and its subsidiaries. Zagreb a3




MNotes to the consolidated financial statements (continued)
For the year ended 31 December 2011

8 STAFF COSTS

2011 2010

A5 restabed

{(HRK'DOD) {HRK'000)

Mel wages and salaries 1,014 423 1,064,367

Taxes and contributions B0l 222 Th2 403
Resmbursements of costs 1o employees and other employee benefits 130,313 132420
— 1.B4a088 1,049,180
Numbser of staff at 31 December 12,71 12,901

Tha total staff costs for the year 2011 decreased by HRK 106 mallion versus 2010 because of curtadled Chastmas
and vacation allowances to the extent of tax allowable amounts resulting in annual savings of HRE 86 million. The
addibional decrease of HRK 20 million is a result of a lower number of employees (170 emplovees less as a result
of Mectuation and a lower number of staff hired for 3 limited period of time) and reduced owerirme howrs

Costs reimbursed to employees and other employes benefils comprise benefis regulated by the Collective
Agreemerd, such as commutation allowance 1o the exent of the public transport costs, gifts and bonuses (long-
service benefits, Christmas and Easler allowances, vacation allowance, and similar), education and advanced
training cosis and similar

S DEPRECIATION AND AMORTISATION

2011 2010

et — __As restated
(HRK'D0) [HRRETD00)
Deprecation (Nobe 18) 813013 617,733
Amorisation (Mote 17) G405 B 146
VAT on depreciation of parsonal cars 12 i
619430 625,896
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Notes to the consolidated financial statements (continued)
Faor the year ended 31 December 2011

10 OTHER EXPEMNSES
2011 2010
As rasiated
(HR K D00 (HFRD00)
Administrative fees and court costs 14,011 14,647
Tawes and confributions independent of operaling results 7.581 £.384
e ook s s Kl RIS s340
Enterainmen 1,653 1,808
Fees o Supervisory Board members 1,230 F124
Professional liberature 1,208 1,264
Cultural monument fees and environmental protection costs G596 2658
Cither axpenses 445 464
a0 34893

11 IMPAIRMENT ALLOWAMNCE ON CURRENT AND HON-CURREMNT ASSETS
2011 2010
As reslated
© (HRKODD) (HRK'00D)
Imipairmant allowance on cumen assels 152 165 128 T4
Impairment allowance on non-curant assels 40 727 3678
193,482 132,472

Included in the impairment aliowance on non-curren] assels are unreaksed losses arisen on changes in the fair

value of imestiment property (Gredel)) which amount to HRK 37,188 thousand

12 PROVISIONS FOR RISKS AND CHARGES

2011

{HRK'DDO)

Provisions for unused vacation days 348,505

Prowiskons for long-service benelits widers LAS 19 101358

Litigaton prowsions 9 586
T ")

Zagrebatki Holding d o 0. and its subsicharies, Zagrek

2010
A5 restated

(HRK'DOD)
33574
16,303
48 4497
98,464
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Notes to the consolidated financial statements (continued)
Far the year ended 31 December 2011

13 OTHER OPERATING EXPENSES

Fines, panalhes, damageas

Written-off receivables

Met book value of assats sold or othersiss disposed of
Grants, donations and sponsorships

Cither operating expenses

2011 2010

As restated

(HRK'D0O) (HRKT00)
21528 20 802
10,031 21856
25827 1,541

Z 066 007
15,740 11,107
-W.IE-I_'! . 42 643

Damages relate prncipally to ZG05 Branch in respect of emwronmental protection fee payable at a rate of HRK 50

per tan of disposed municipal waste on the Jakussvac Landfill.

Written-off recervables relate mainly to Zagrebparking Branch and represent recenvables for parking tickets thal were

estimated as irecoverable.

Other operating expenses comprnse deficits, cost of mventones sold and ofher expenses not specfied above

14 FINANCIAL INCOME

Financial incorme - unrelatad entites
Financial income - relaled entiies
Cither financial income

Financial income from unrelated entities comprises the following:

Foraign exchangs gains
Interest iIncome

Other financal inesme

Zagrebatki Holding d 0.0. and its subsidiaries, Zagreb

2011 2010

As restated

(HRIC000) (HRK'000)

109,763 119687

50 2,158

1,557 2774

111,670 124,620

2011 2010

- As restated
(HRK'000) (HRIKDOD)

62,231 39,191

47 871 62 582

) 1,568 2,847
111,670 124620
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

15 FINANCIAL EXPENSES

2011 2010a

A5 rastated
(HRK'D0O) (HRK'DOD)

Financial expenses - unrelabed entifies 455,520 434 648
Financial expenses - related endifies 1,593 1.701
Qther financial expenses 1,835 42 935
© ass 948 479282
Financial expenses from ransactions with unrelaled entlies comprise the foliowing

2011 2010

As restaled

[HEKDO00) (HIFEO00)

Imarast expanse 208,248 284 211
Foreign exchange kosses 137,250 a2 a0s
Imerest on leases 50018 58263
Cithuzr 3 5234
4585 520 434 BAB

Oiher financial expenses comprise expenses on the discount of receivables In 2010 they included expenses in
respect of an interest rate swap on bonds, which was terminated in 2010, resufling in a financial expense of EUR
8.8 millon (HRK 852 million), of which EUR 3.4 millicn (HRK 24 5 million) were accrued in the 2009 financial
statements, whereas the difference up to the total amount payable in the amount of EUR 5.5 million (HRK 406

millian) was charged to expenses in 2010

Zagrebatki Holding d o 0. and its subsidianes, Zagreb
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

16 INCOME TAX

The Growp is not subject to taxation, but entities forming the Group are. Corporate income tax is determined by
applying the rate of 20% o he faxable Income

Tax expense recogrised in profif or loss

2011 2010

As restaled

(HRE'D0) {HREF'DOO)

income tax expense comprises the following:

Currenl tax {8 278) {5,793

Accrued tax incomed{deferred fax expansa) on the origination 2917 (2 244)
and reversal of temporary differences L= . ’ )

Total tax expanse {5.963) 18,037)

The retationship between the accounting profit and (ax incomel|expanse) for the year:

201 2010

__ Asrestated
(HRR00) (HRE000)
Profit/floss) before taxaton (323,034) {450 640)
Income tax at the rale of 20°% (2010 20%) (G4 607} {52,128)
Effect of permanant differences, net 21,833 1,148
Effect of temporary differences recognsed as deferred tax assets (1,303 {1,040)
Effect of unrecognised and wwsed 1ax losses brought fonsard 50,040 100,057
Tax expense recognised in profit or loss £.963 8,037
Unused tax losses: 2011 2010
As resiated
[HRK 000 (HRED0)
Balance at beginning of the year (522 834) (3,939)
(Increase) during the year (251,823 (518,B04)
Balance at end of year (774,657) (522,833)

Tax losses available for carry forward that originate fram 2008 expire in 2014, and those incurred in 2010 expire in
2015.

Zagrebatki Holding d oo and its subsidianes, Zagreb . &0



16 INCOME TAX (continued)

MNotes to the consolidated financial statements (continued)
For the year ended 31 December 2011

Deferred tax assets and liabilities

2010 (as restated)

Temporary differences:
Provisions

Mher financial liabilities
Doubtiul acoowns

Financial assets & fair value
Mher

Revakuation of Lamnd

Propeny, plan and equipmen
Fevalualion of financoa assets
Deferred income

Unused tax losses and fax
credits

Tax losses

Tax credits

Deferred tax assels
Deferred tax liabilities

Zagrebatki Helding d oo and its subsidiaries, Zagreb

Recognised

Cipaning Recognise in other Other Clesing
balance d im profit comprehensi balance
H Im “ ‘mm — - e —
[HRI D0 [(HFHTD00) {HRE'DOO) (HR D00} [HRK'D0)
49 119 4,134 - 52 253
4,901 (4,901 z -
df4 (44 - -
1,384 {141) - 1.243
1,480 (1,480 g .
620,233 443 - B20676
938 . {274) G54
1,373 . (175) - 1,158
3613 - - a613
. 588 187 .5
1,458 1,040 - 2488

_ sagar (2.244) S 167 56750
G26,157 - %68 (274) 626,151
&1
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Notes to the consolidated financial statements (continued)
Far the year ended 31 December 2011

16  INCOME TAX

Deaferred tax assets and liabilities (continued)

Recognised Recognis

2014 Opening Fltl_:ngl'lllﬂ i I:It.h!r ad l:lniing
balance d in profit comprehensiv directly balance
ofF loss & income : <
im gguity
{HRK000) (HRKDOO) (HIR RO} (HRKOOD  (HRKD0)
Temporary differences:
Provisions 52,253 {5,8680) . . 46,263
Financial assels at fair value 1,243 (124) . . 1,118
Value adjusiment of Laad . 7470 . . T478
Revahsation of and 620,676 : 201 372 - BZZ 0438
Fropery, pland and equipment GEd ' s {135) 525
Revalusation of financal assels 1,198 . {500 - 1,138
Diaherned inopme 3,613 . 2 2 1613
Urnused fax losses and fax
credits
Tax losses 755 [ 3545) . . 399
Tax credds 2,498 1.303 . . 3,802
Deferred tax assets 56,750 2,313 = - 58,062
Deferred tax liabilities 626,151 . 201,312 {13%)  B2T324
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Notes to the consolidated financial statements (continued)
For the year énded 31 December 2011

17 INTANGIBLE ASSETS

I 2z011 IMMER010 0o 2010

Ag restated Ag reatabed

{HIR KO0 : _.:Hm:'nnn: [HER 0]

Cost 157,388 152 678 158,384

Accumutsied smueisation or (135,767) (132,256) (130,761)
21622 20,422 21623

The structure of intangible assets is as follows

HH 22011 2200 D200

As restaied Az restated

(HRH000) (HREDO0) (HRK'D00)

Patems, concessions and similar rights 11,651 9430 11,987

Other intangible assets 6,129 5 TEd 10,706

Imangible assets under development 3,462 4 008 J2TE

Development expensas 380 1219 16562

21,622 20,422 27623

Zagrebatk Molding d o 0. and its subsidianes, Zagreb B3
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

17 INTANGIBLE ASSETS (continued)

Zagrebatki Holding d.o 0. and its subsidiaries, Zagreb

Developrment Patents, Other Intamgible Total
{HRET00) licences intangible aEsotE intamgible
COST SEPENSEE and other rights assets  under development AEEETE
Balance at 01/01/2010, as restated 40,026 45 367 65,713 3,278 158,384
Additions 17 1,496 2237 1506 5,336
Transfer from assets under developrmen BO5 155 {0y B0
Transferrad (lramito 4 387 {14, 263) (B5) 8,841}
Disposals and refirements - (B54) [4GB) = i1,152)
Balance at 311272010, as restated 40,043 55,291 53,334 4,009 152,677
Adddiong 443 1,640 5.280 7383
Transfer from assets under developrment 6,025 470 (5.581) o914
Transferred {from)dfto 124 - {124) -
Desposals and relirements - {3,037 (408} {122} {3,567)
Balance at 3112/2011 40,043 58,846 55,036 3,462 157, 387
ACCUMULATED AMORTISATION AND IMPAIRMENT
Balance at 01/01/2010, as restated 38,374 37,381 55 006 - 130,761
Charge for the year 450 4,748 2 B4B . B,145
Transferred (from)fo 4 387 {9914} . (5.527]
Disposals and refirements . (B55) (470} - (1,125]
Balance at 31122010, as restated 38,824 48,861 AT.57T0 . 132,355
Charge for the year 410 4 38 1,744 - 6,405
Impairmeni allowanca 424 - . = 429
Disposals and retiremens - (2,817 (407} - [3,324)
Balance at 3111212011 30, 883 47,198 48, 807 - 118,765
CARRYING AMOUNT
Balance at 010172010, as restated 1,652 11, BEE 10,707 3,278 3T 623
Balanee at 31122010, as restated 1,219 8,430 5,764 4,009 20,422
Balance at 311212011 aaon 11,681 6,124 3462 21,622
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Notes to the consolidated financial statements (continued)
Far the year ended 31 December 2011

18 PROPERTY, PLANT AND EQUIPMENT

ER T FIF i A0 D200
As restaled A= resiated
(HRE'DOO) (HRED00) (HIRED00)
Cost or valuation 24 470 430 23,369 432 22,943 527
Accumulated amortsatson or impaiment {7,513 488) (7,118,027 {6 G2 835)
16,956,953 16,250,405 16,260,582
Prepayments made 556,984 70,733 141,764
Taotal 17,043,837 16,321,138 16,402 353
Structure of property, plant and egquipment:
22011 22010 0102010
Ag restaled Az restated
[HRK'DOD) [HRK'D0O) (HRK'D00)
Land 5.538.BGR 4513274 4 510,584
Buildings B.672.500 8,652 0BR B.628 362
Pilanl and squiprmsen 353114 348 256 343,573
Tools and vehickes 1,717,785 1,805,310 1,748 621
Biclogical assets 19 14 42
Cdher langible assets 50271 50,149 47,708
Tangible asseis under consinecion 524 297 40,314 SA0, 208
e _‘[E._?!f.ﬂ!l 16,250,405 16,260,592
Prepayments made 55 OB4 70,733 141761
Total 17,013,837 16,321,134 16,402,353
Movements in prepayments
2011 2010
A5 restated
(HRE'D00) (HRK'D0D)
Opening balance 70,733 141,761
Additions 622 10,103
Dusposals and retirements (14,371) {81,131}
Closing balance 56,984 70,733

Zagrebactki Holding d o 0. and its subsidiaries Zagreb

G5



18 PROPERTY, PLANT AND EQUIPMENT (continued)

Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

(HIR R G0 Plant and Toaols Bialogical Odher  Assets under Tatal
tangible

_CosT Land  Buildings  equipmani  and wehicles assats assels  development ansaks
Balance st
QUAD/2010, as
restated 4 510,988 13 322 300 1,208 222 2875 642 260 4T BDR Qp0 X8 22943 827
Addtions a5 38 308 68 752 4 Te5 108 405 B53 506 12
Transfer from assefs
undgr gevalopment & 630,27 29302 178,71 241 (B35 583) (51)
Transfemed (fromjita = B2 1,242 (1. A71) 1,291 &7 S 041
Eevaluation 2,195 21 2217
Impairmeant Bllowars - {232 {233
Disposals and
retrerments {11} (117,047} IE-'EI 137 @E- BET) - [12.3‘-51]
Balance at
UM 2010, as
restated 4513274 11 880,085 1,267,381 3,017 280 264 50,149 540,014 23, ME9432
Adoktians 51 AT 238 31020 17,501 20 7 252 504 T3E B4
Trarsler from assets
unar developmand 30481 153120 85380 13,938 131 [2%F 97T} {214)
Transferred [fromjita - 58 1.12x2 £1.038) {154) "
Eevaluation 1,006 BED 1,006, BED
Impairmeant alkwancs - - {1,020 {1.020)
Dhgpoasals and
retreEments {907 {68, 237) {E1,546) [T1.474) (309 {161 134 (221, 671)
Reclassified from
IER LTS (11,576 KL " 9, S8 &1, 085)
Balance at
EXAF:F AL 5,539,083 14002358 1,277,352 2.976,919 259 50271 624,797 34,470,439
ACCUMULATED
DEPRECIATHIN
Balance at
010112010, as
raslatind - -E‘H.Di! 862,649 1,126,021 227 10 - 6,602,935
Charge for the yaar - 40 G50 40,574 124,071 28 - 617¥,733
Impairnent allowancs - 2122 1. 280 . 402
Tranglered (Inomito - 5,742 1.270 (1 a7a) {10 5 527
Dispasals and
refirements - (116, 585) 18, Dag) (35957 - - (150 570)
Balance at
I H2010, a=
restated = 49087 857 918,125 1,212,580 255 - 718037
Change Tod e yaad a0 543 BX 125 120,330 15 5 13013
impairment alkrwanos 225 424 = XS
Trarsfermed (fromiita 1427 (1, 427)
Disposals and
retrements - {67 B51) {78 883 (72 458) £38) . 219,203}
Balance at
MM z2011 226 5,329,658 924,228 1,259,124 40 : - 7513486
CARRYING AMOUNT
Balance a1
01017200, as
s tatid 4510388 8,628,362 41573 1,745,821 43 A7, 798 SH0.208 16,260,593
Balarce ad ——
IMM22010, as
restatad 4,813,274 8892088 349.255 1,806,310 14 50,1449 E40.314 15,750,405
AT 5.538,858 &,672 65849 3531114 1,717,785 13 50371 824 29T 15,956,953
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Motes to the consolidated financial statements (continued)
For the year ended 31 December 2011

18 PROPERTY, PLANT AND EQUIPMENT (continuad)
Tithe to land and buildings

The registration of the Group's titke io land and buildings in appropriate regisiers, serving as evidence of
ownership, is in progress. Since some municipal regstries have not been fully updated, the process of registering
the properties is konger than for new sirectures. In addibon, the Cily of Zagreb bas surrenderad a ssgnificant
porticn of its assets o be managed by the Group. The statues of such assels has nol bean fully defined. & part of
those properties has been regisiered but the status of the remaining properbes is still panding. An overiew of the
fiwed aeset ownership isswes is presented below:

Land (at revalued amount)
ERIRFoFiih R IMz200 12010
g restated A5 restated
{HRK'D00) [HRE'DO0) {HRE'000)
Registerad title 4 058 051 1573167 3,175,145
Linragisterad. aligible for registration 1,183,018 626 515 850,386
Linragisterad. not efigible for registration 286,801 313,582 485 457
5,538 858 4513274 4,510,988

Buildings (at cost)

J1MA2011 JMME2010 01/ 72010
Ag reslated As reslated
{HRE'DOO) (HRKE'DDO) (HRK'DOO)
Registered tille 4,143 551 3215468 2.E93327R
Unregistered, eligible for registration 1663813 1,605 544 1.751.743
Unregisfered, nal eligible for registration 43E 251 1,383 502 1340817
Communal infrastructure facilties 775G 843 76505 541 7335 654
14,002,258 13, B80,055 13,322,390

Review of residual values

Faollowing the requirements of 1o IAS 16 Propery, Plant and Equipment that are effective for the current period, the
Group reviewed the residual values used for the punposes of depreciation calculations in the light of the amended
definition of residual value in the réwsed Standard. The raview did not highlght any requirement for an adjustment
1o the residual values used in the current or prior penods.

Zagrebatki Holding d.o.0. and is subsidianes. Zagreb &7



MNotes to the consolidated financial statements (continued)
For the year ended 31 December 2011

18 PROPERTY, PLANT AND EQUIPMENT (continued)
impaitrment of asseis

Urnder IAS 36, the cammying amount should be compared to the recowerable amount each time when there is an
indication of impairment and, if higher, written down to the recowerable amouni. The recoverable amount of an
asset is greater of (i) net selling price if the assel can be sobd and (i) value in use, which is the net present valus of
future cash flows based on reasonable and supportable assumptions that represent management’s best estimate
of the fulwe economic conditions and plans. In the opinion of the management, the stated amount of tangible
&s5e1s s recoverable from fulure operations

Assers pledged as collateral
JM2H011 3122010
As restated
(HREGO0) (HRK000)
Real estate BB B25 105,869
Movable property TE.400 &0, 358
177,025 205,328

Capitalised borrowing costs under IAS 23

in 2011, the Group capitalised bomowing costs in the amount of HRE 14 880 thousand, in 2010 HRK 5313
thousand. The weighled average capitalisation rate is 5.2%.

Leases

The Group entered inlo several lease agreements during 2000 and 2008, which ware accounted for and presentad
im the consclidated financial statements as operating leases. However, the classification of those agreements at
the incepbon is nal compliant with the provisions of International Accounting Standard 17 “Leases” (&S 17),
according 19 which, a lease whare the present value of minimum future paymenis under the lease agreement
approximates the tair value of the leased asset s classified as a financial lease, which is more similar o the nature
of the leases entered into by the Group.
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

12 INVESTMENT PROPERTY

Ciost
Increasze in the fair value

Decrease in the fair value

2011 JHz22010 01012010
AS restabed A restated
(HRK'DDD) (HRKT0) (HRK'0DD)
G52 BOA 852 a0a 452 a0a
BOATT
{37.168)
a75 818 852 808 952 BOB

Dwring 2011 inwestment properties were remeasurad at fair value on the bass of appraisals by a certifed property
appraisal expert, upon whech the gains and kosses resulting from the change in the fair values were included in the

statement of comprehensie income for the year 2011 as follows:

Gans on remeasurement of investment property al fair value
Losses on remeasurement of investment propery af fair value
Met change in the fair value of investment property

20 OTHER FINANCIAL ASSETS

Long-term portion

Financial asseis at fair value

Held-1g-maturty invesiments at
armnortised cosl

Fmancial assets available for sale

Current portion

Hesdd-to-matunty investments &t
anmorieged Cod

Zagrebatki Holding d.0 o and its subsidianes, Zagreb

o [HRK'000)
G0TT
(37,167)_

23,010
3112011 MM22010 0109 1010
iz restated As restated
(HRK'OOO) [HRKTD0G) [HRH D0
Sdd G618 1,020
114 415 113,014 114,155
6. BGE 7175 B, 000
121 .B27 130,807 123,175
56, 813 23,343 105,226
56,813 3,343 105,226
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

20 OTHER FINANCIAL ASSETS (continued)

I 22

[ HR 00}

Financial assets at fair value threugh 544
profit or loss

Cavrent portion -

Long-temm parhion B4

MM X010 0101/2010
g restaled Ag restated
(HRE'D00) [HR KT
G18 1,020

ai1g 1.020

Included in parlicipating ineresis are financial assels (shares) camed at fair value through profit of loss The
ghares represent non-conbrolling interests held in Zagrebatka banka d.d. and Samoborska banka d.d. in which the

Group has no ssgnificant influence

J1M22011 A 250 R R PR ]
As restated As restated
{HRK'000) {HIRK000) (HRK'D00)
Held-to-maturity investments st amortised cost
Deposils with matuiies oved one year 114 415 113,014 114 155
Deposils with maturidies of up o one year £3 Bdd 20619 102 5090
Odher held-to-maturity secunties o 3,268 2T 2,636
171,228 138,357 218,381
Cunmarn portion 56 913 23,343 105,226
Long-tevn povtion 114 415 113014 114,155
I z2mA IMA2HD D20
As restated As restaled
(HRE'DO) [ HREO00) (HRE'D00)
Financial assets available for sale 6,868 7.175 8,000
Current P B & .
Lang-ferm porfion 6. 865 T.175 8000
Zagrebatki Holding d 0.0. and its subsidianes, Zagreb ra




Notes to the consolidated financial statements (continued)
Far the year ended 31 December 2011

21 NON-CURRENT RECEIVABLES

Long-lerm portion

Amounts owed by relaled parties

Recaivables for investments in government bonds
Loan receivables

Recaivables in respect of credil sales

Cither recevables

Current portion - Notes 23 and 27

Amounls owed by related parties

Receivables Tor loans with maluribes afber 1 year
Feceivables Tor lsans due wilhin up to 1 year
Recalwables in reapect of credd sales

Other recevablas

Long-term receivables from related parties

Receivables from the owner

Impairment allowance on receivables from the owner

Csrrenl porfion
Larig-benm portion

22011 22010 LA REFE L
g restaled As restabed

{HIR RO {HREDO) [HRKDH
1,203,488 1,302 147 1413144
13,380 13,334 13,184
15,365 18632 15,522

14 384 15,904 16,294
656 387 BET 735 GET 441
1,803,015 207,752 2,147,950
132176 128 658 128,240
1,846 1,664 3,162

B, 855 16,156 23,244
1.811 2487 1,240

28 443 27 318 27,591
171,240 177,114 183,477
2011 MM 22010 0102010

Asrestated  ___ Asrestated

(HRED00) (HIREO00) [HRETD00)
1,350,417 1,445 181 1657 485
{14,752} (15,375} (16.081)
1,335,665 1,430,806 1,541,384
132,176 128 658 128,240
1,203 483 1,302 147 1,413 144

Receivables from the owner comprise amounts owed by the City of Zagreb under guarantees furnished for long-
term loans of ZET Branch in the amount of HRK 609,735 thousand (2010: HRK 701,015 thousand) and in respect
of funding 50 percent of the lease costs for the sports facility Arena Zagreb in the amount of HRK 584 285
thousand (20100 HRK 881,252 thousand), whergas the remaining balance of HRK 41,685 thousand (3010 HRK
38 539 thousand) represents receivables for constructed roads (Note 42)
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Notes to the consolidated financial statements (continued)

For the year ended 31 December 2011

21 NON-CLUIRRENT RECEIVABLES (continued)
Receivables for investmenits in governmeni bonds

RN IMnzzoin o120
As restated As restated
(HRKD00) [HRK'DOO) (HRK'DOO)
Investments in govermment bonds (frozen FX
deposits) 16,816 16,6594 16,509
Impasment allowance on recaivables for
invesiments in govarnmant bonds (1 426) {3.360) {2,325
13.380 13,334 13,184
Currani portion
Long-ferm portion 13390 13334 13,184
Receivables for loans with maturities after 1
year IMH22011 J1H2zZo1n o142010
Ag restaled Ag restated
(| HREDO0) [HRE'DOO) (HREDH)
Longderm loans i unrelaied cormpanies 3206 3775 1,250
Long-term loans to the Managamem and
employess 15,072 20,562 21,971
Impairment allowance on given loans (5.047) (3.821) 14.137)
17,231 20,516 19,084
Cuirrini portion 1.846 1.654 3162
Lang-ferm porion 15 385 18632 15922
Receivables for loans due within up fo 1
year 201 HHzZ2010 oo
A5 restated A5 restated
(HRE'DOO) (HRKD00) (HRE'000)
Sho-term Ioans to unrelated companies 35 687 4 845 51,370
Imgairment allowance on given loans {32,822) (30,6859) {28,126)
6.865 18,156 3,244
Current porfio 6 865 16,156 23 244
Lovag-termm porion :
Zagrebatki Holding d 0.0. and its subsidianies, Zagreb E



Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

21 NON-CURRENT RECEIVABLES (continued)

Receivables in respect of credit sales

IMME2011 3123010 01012010

iz resiated A5 resiated

(HRE'DDO) i H R RO [HRKTD00)

Receivables for fats sold 42,088 24 178 26,200
Value adjustment on discount {2, 793 (5,775} (5,661}
16,295 18,401 18,539

Oivzcound rate m % T 20% 6.20% 6.20%
Cenreri pofmion 1,811 2487 1,240
Long-TeTn porma 14,384 15 904 18,299

Receivables for fiats sold are discounted each year wsing the rate that reflects the yisld rate on the Croatian
gowvernment bonds, which was 7.2 percent in 2011 (2010: 6 2%).

Other non-current receivables

IMM22011 22090 00110010

Az rastated Ag restated

{HREDOO) (HRE"O00) {HRHO00)

Due from the stale B8 BTG 681 262 710,163
CHher receivables 3.833 4.401 4, HiEa
684,609 695,653 715,002

Current parfion 28 442 R 27,591
Long-term portion 656 367 667,735 657,441

Recaivables from the state in the amount of HRK 680,876 thousand comprise amounts owed by the Croatian
Government in respect of funding 50 percent of the Arena Sports Hall rental costs
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

22 INVENTORIES

2201 Az 010152040

Ag restated Ag restaled

(HRK'CDO) (HRK'DOD) {(HRK'000)

Raw matenial and supplies 133,268 140,068 13B,6680
Wiork in progress 150 147 133871 121,387
Finished products 527,288 531,170 E27 436
Marchandise (and propearty in carculation) 26083 32 044 33,929
Prepaymenls for invenonas 122 543 516
B40,020 B37.TM 921,928

Imventories are broken down into raw matenal and supplies, which are expensaed immediately when put inlo use,
work im progress, finshed products, merchandise and prepayments for imventories

Work i progress comprises residenfial and commercial béocks i the quarer Sopnica-Jelkove: and ihe
preparation for the construction works in the quarer Podbre2je The Sopnica-Jelkovec struciures were completed
in late 20008, and the balance of work in progress as of 31 December 2011 was HREE 144 2 milbon and relates to
the portion of the Sopnica Jelover Progect still pending and the project documentation and purchase of land at (he
location Podbredje

Finished products compnse finished flats and business premises in the guarter Sopmica-Jelkovec that ane
available for sale and which amounted to HRK 5105 million at 31 December 2011

Cost of inventories recognised as expense for the year amounts to HRK 28 3 million (2010: HRK 57.2 million) {see
Mote 7).

23 AMOUNTS OWED BY RELATED PARTIES

M0 IHA22010 D1/ 2010

A= resiated A5 reslated

(HRK'000) (HREETO00) (HREDDO)

Receivables from the owner 73,188 468,134 555 385
Current partion of long-ta bles Ir Eh

il g ng-ierm recenables from the ownes 132,176 128,859 128.240

505,374 506 793 723,625

Receivables from the owner relate to short-term receivables for ordinary and other contracted works as well as
receivables in respect of funding that are duse in 2012
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

24 TRADE RECEIVABLES

LRI F{hR HMnzzoi0 01112010

As resiabed Ag restated

(HRE'DDO) {HRED0) [HRK000)

Trade recaivables 1616270 1,602 200 1,425 202
Impainment allowanca on rede recevables | 555 Oo6) {515 545) (4B7,T45)
1,020,274 1,086,254 83T 457

Trade receivables are carried at amortised cosi. Late-payment interest is charged on outstanding balances
rates prescribed by law. The Group makes an allowance for all trade debtors past due beyond 365 days
Allowances for doublful debts are recognised against frade receivables between 120 and 365 days based on
estimated irecoverable amounts determined by reference 1o past default experience of the couresparty and an
analysis of the counterparty’s current financial position

Trade accourts recenable are reviewed &t least twice annually, and reminders are sent for past due amouwnts,
whefeas forced collection proceedings are initiated for bad and doubtful accounts (distress and legal achons)

Receivables for delivery of communal services to individuals and business entites are nol collateralised by any
financial instrumenis. Receivables for provision of other services to businesses from the markel operations are
secured by vanious financial instruments (bills of exchange, promissory motes, debenfures. bank guaraniees. and
similar)

In determining the recoverability of a frade receivable, the Company considers the bussness segmant (communal
or market actrvities, because of different factors affecting the pricing and delivery of those senvices) and the type of
customer (citizens or businesses because of different statutes of limdlaticns). The communal operstions are
governed by separate laws, and the relaled recenvables are nod securad by financial instrements. Trade accounts
receivable from other aclivities are secured by various instruments (bills of exchange, promissory notes
debentures, etc )

Zagrebadki Holding d o 0. and its subsidiaries, Zagreb 75



Notes to the consolidated financial statements (continued)

24 TRADE RECEIVABLES (continued)

Far the year ended 31 December 2011

As of the reporting date, the Group made an allowance for all accounts outstanding beyond 385 days, based on an
estimate made by commissions for assessing collectability of receivables, as well as for all deblors outstanding up
to 385 days (120 — 365 days) because, according io the past default history, they are considered doubtful of

collection

Ageing of past duwe but mol Impained

0 - 60 days
B0 - 180 days
160-365 days
Over 365 days

Movement in impairment allowance for doubthe accounts

Balance at beginning of the year

Impairmen losses recognised
Amounts written-off as uncollectible
Amounts recovered during the year
Balance at end of year

Ageang of impaired trade receivables

G0-160 days
180-365 days
Cver 365 days

Zagrebatki Holding d 0.0 and its subsidiaries. Zagreb

2011 2010
As restated
(HRE 00 (HRE'D30)
176, 267 183,904
S8 443 123,383
78 804 a9 704
232 TaG 188 428
58T 482 585 418
2011 2010
AL resiaied
(HRK000) (HRK'00D)
516,546 487 TdS5
153,538 100,477
(19 028) (2,188)
i34 460) (70,080
595,956 515,946
2011 2010
As restated
(HRK'D00) {HRK000)
2 004 1,33
6,480 5,935
58T 512 508 BBO
585 586 515,946
FiL]



Notes to the consolidated financial statements {continued)

25 AMOUNTS DUE FROM EMPLOYEES

For the year ended 31 December 2011

Armounts due from employees
Impairment allowancs an amounlts due from

arrnlrumnc

26 RECEIVABLES FROM THE STATE AND OTHER INSTITUTIONS

VAT recewable
Recaivables from the Croatian Stale Health

Fiemi ircdmde b ol

Imncorme ta refund

Recaivables for other taxes, contributions and
fesag

£agrebatki Holding d 0.0. and is subsidianes, Zagreb

J1H22011 I AZ00 DA 2010
Az restated Ag reslabed

(HRE'D0) (HEE'DOO) [HER DO
dea2 3453 3862
{1.348) (1.372) (1, 365)
2.304 2,081 2,187

I 212011 I 22010 LR eg iR L]
Az resiabed Ag resiabed

(HR 000 {H BT [HE OO0
10,004 254 1,188
5303 7.0 G474
2,038 6214 1763
Bd1 1.200 1.0567
18,186 17.758 23,365
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

T OTHER RECEIVABLES

Ao JMHzz0M0 aioii20i0

As restaled A5 restaled

{HR K00 (HRKD00) (HRE'DO0)

Prepaid expenses and accrued mcoms 72084 T2 847 EG 008

Cusrend portion of lang-lerm recenables 38,064 48 455 55,237

Prepayments macde 8066 9,930 14 344

Irmpairment allowance on given loans (2, Fo8) (2. J9E) (2,455

Receivables from insuwrance companies and other o5l 1.6BB 1,611
damages receivabla

Oikher recewables B35 ] 24 882

125,823 137,670 182,857

Prepaid expenses and accrued income comprise amounts paid i agdvance that are chargeable to fulure penods,
accrued income not yel billed. accrued inlerest and fees on loans thal are apporioned over the pericds of the loan
repayment using the effective mterest rate, deferred bond issue cosis (discount allocated annually 10 expenses Tor

the penod at the effective interest rate up to 2017}

28 CASH WITH BANKS AND IN HAND

JiHzz0 TR bl 1] G200

A5 resiated As reslated

{HRE'000) [HRE00O) (HREDDO)

Current account balance - HRK denormnaied 131,263 113,874 124 826
FX current account balance 3.200 2,0M 20,381
Cash in hand 1,669 1,819 1.GET
Foreign-currency cash in hand 11 20 15
Mher cash (coun ordered deposis and simsar) 7.760 T.5M G206
143,903 125,455 153.305
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Motes to the consolidated financial statements (continued)
For the year ended 31 December 2011

28 EQUITY
a) Share capital

The Parent's sole owner is the City of Zagreb. At 31 December 2011, the share capital of the Company amounts 1o
HRE 4 208 629 thousand (31 December 20100 HRE 4,208 629 thousand)

b Property revalualion reserve

Fevaluation reserve has been established on the revaluation of propertes. On disposal of 3 revalued assel, the
parton of the revaluation surplus attributable to the assel is ransferred 1o retained earmings

MHHZ01 A1 22010 01092010

fs restated As restabed

(HRKD0O) ~ (HRKO0D)  (HRK000)

Balance al beginning of the year 2,586,087 2,564,324 2584 957

Revaluation surplus - Mole 18 1,006,860 2,218 1,334

Dieferred tax liability (201,372) {443) {267}

Transierred bo retained eamings - . (1,700
Balance at end of year 3,381,585 ?.EH_.:IE!_? = 2“5.?2:

¢} Reserve on revaluation of imvesiments in available-for-gale linancial assels

S 272011 22010 g1iairdoio

As restated As restated

(HREQO0) (HRET0) (HREDO0)

Salance at beginning of the year 5,561 6,261 &, 881
Decreasse on revaluation of financial assets (300) (A75) (00
Deferred tax liability &0 175 180
Balance at end of year 5.3-11 5,561 6,261

d) Other resarves

Other reserves reporied in the statement of financial position ai 31 December 2011 in the amount of HREK 97,300
thousand {31 December 2010. HRE 15,125 thousand) comprise fo the share capital of bwo companies merged in
2001 (Grad mladsh Graneina d.o.o. and Omladinski turistitki centar d.0.0.) 1o a Branch, for which no share capital
was increased by HRK 15,125 thousand, as well as reserves fosmed as per the Decision of the Assembdy
regarding assets granted by the City of Zagreb in the amount of HREK 82175 thousand
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

29 EQUITY (continued)
e} (Accumulated lossesVretained earnings

Balance at 1 January
(Loss)/Profit for the year
Feversal of revaluation resens
Balance at 31 December

fl Non-controlling infereses

Balance at 1 January
Profit f{loss) for the year
Balance at 31 December

IAZ2011 3122010 o200
A restaled As restated
(HREDO0) (HRK D0 (HREDO0)
(176,540) 280 832 238,589
(332.331) (467 872) 48 543
- - 0 1,700
(512,271) (176,940) 290,832
I 22011 322010 0101/2070

Ag restated _ Ag reslaled
(HRKD0) (HRK000) (HEE DD,
(585) 240 164

1,642 (805) L

1,077 {565) i 240
B

Zagrebacki Holdimg d .0 0. and its subsidiaries, Zagred




30 PROVISIONS

Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

M2 A0 o200

Ag restated Ag restaled

(HREO00) (HFK000) [HRKD00)

Pravisions for employes benefits under LAS 19 231,317 261,285 245 552

Litigation provisions 135.521 140,755 113,532

Pravisians for the Landfill restoration 24,203 28,024 30,059

Provigians for early relirement incentives B

Current portion (Mote 40) {35,171} (40,538) [42.081)

355,960 J5E 450 247,923

Curend obligation (Nofe 40) 35171 40, 585 42 061

Long-fesm ohigation 355 960 398 460 347 827
Balance and movements of long-lerm provisions:

Provisions Landfill
for employes Litigation rehabilitation Total
banefits provision provision

Balance at 1 January 2010 248,393 113,532 30,055 3855984

Mew provisions made 16,196 48 TE7 - 62,963

Amaunts reversed | collectsd (1,324) (10,540 {2.025) (13,899)

Balance at 31 December 2010 261,265 148,759 28,024 439 048

Mew provisions rmade 6,258 7,320 - 13,578

Amounts reversed | colachad (36, 206) (21.558) (3.731) [61,495)

Balance at 31 ﬂ-wmhr_ﬂlh‘l 3.7 135,521 24,293 I

Litigation provision relates io provisions allocated for begal aclions initiated against the Parent and its subsidiaries
following the knowledge of a claim being intiated and on the basis of the estimated final outcome of the iigation
In the opinion of the managerment, the level of provisions is sufficient to cower any future potential liabilities

The landfill rehabilfation provision relates to the cost of maintenance and survesllance over the JakuSevac Lanafill
over the nexi 3 years from its wind-up for environmental protection purposes in accordance with 1AS 37
Provisions, Contingent Liabilities and Contingent Assets. The provisions are discounted

The obligation to make provisions for employee benefits arises from the Collective Agreement. and the level of
provisions was determined in accordance with IAS 18 Employee Benefits. They are measured at the present value
of costs expected to be incurred 1o settle the obligation, using a discount rate of 7 2 percent (2010 8.2%)

Zagrebadtki Holding d.0.0. and its subsidiaries. Zagreb B1



Notes to the consoclidated financial statements (continued)
For the year ended 31 December 2011

31 LOANS AND BORROWINGS

a) Long-term loans and borrowings

Iz MM 22Z010 G200
As restated Ag reslated
(HRK'DOO) (HRK'DDO) (HIR KO0}

MNan-currant
Loans and bormowangs payable 1,832 237 2,140,712 2 377 006
Finance lease obligatons 1,239,368 1,316,248 1413772
JAT1.608 3,457 060 3,780,778

Cuirrent

Loans and borfowings payable 1.065623 808 S05 350425
Finance lease obligatons 107 980 102 050 BT 745
Other 96,713 04 642 81,93
1,270,316 995, 301 540,101
Total loans and borrowings payable 444191 4,452 361 4,330,879

Long-term and short-term bank loang are secured by blls of exchange, promissory notes, debeniures and cession
agreements worth in total HRK 1,851,963 thousand, accownt pledges in the amound of HRK 158,611 thousand, a
bank deposit in the amount of HRK 56 000 thousand, lien on neal estate in the amount of HRK 91 798 thousand,
lien on movable propeny in the amount of HRK 61,001 thousand and a guarantee of the City of Zagreb in the
amoumt of HRK 777 487 thousand.

Some of the foréign bank loans are subject to restrictive financial and operating covenants The covenants, as
defined in the applhcable loan agreements, specifically require from the Company 1o meet cerain prascribed l=vels
of the following ratios: operating ratio, debt service coverage, internal cash generation, tangible net worth capital,
and nef borrowings. At 31 December 2011 the Company was compliant with all the financial covenanis
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

31 LOANS AND BORROWINGS (continued)

a) Long-term loans and borrowings

Movements in non-current loans and borrowings

Balance at 1 January
Proceeds from new loans
Amounls repaid

Effect of exchange differances
Balance at 31 December

Cumment portion

Long-term portion

Analysis by currency:

Eura (ELIR)
Croatian kuna (HRK)
LIS dollar (LISD)

Repayments of long-term loans

Within che year

In the second to inclusive the fifth year

After fve years

Zagrebatki Holding d.o.o. and its su

J1M2z011 I 2010 012010

A5 restated As restated

(HRK'DD0) (HRKD0) (HIRE D00,
2413814 2 654 385 2,660,021

45 28 28,213 277 048

{228 412) {282 458) 1279, 5682)

24 GBE 13,800 {3.128)

2,257 116 24131914 2,654,359

{324 BTE) (273,202} (277,353
1,932,237 2,140,712 2,377,006
IMHE2011 3242010 01172010
Az resiated As restated

[HRK00D] (HRIK000) (HRK'00D]
1.256 473 1,318,828 1,478,108
1,000,643 1,095,085 1,176,024

- 227

2,257,116 2413914 2,654,359

I 22011 IMH22010 01/04/2010
Az restabed As reslated

(HRIK'000) (HRK'00O) (HRK'000)
124 870 273,202 277.353
1,001,028 1,051,939 1,085.410
841,200 1,0BB 773 1,321,508
o _i;HT~115 - T,u 3914 2,654 350
bsichanes Zagrab S a3



MNotes to the consolidated financial statements (continued)
For the year ended 31 December 2011

31 LOANS AND BORROWINGS (continued)

b) Finance lease obligations

Presan value
hEnimum lease payments
of minimum lease paymants

1M 2r2011 MME20M0 010112010 J1M22011 3122010 0101 2010
A restated As restated A restated As restaled
{HREK'D0D) [HRKD00) (HR D0 (HRE DO (HRKD00) (HREDO0)
Within pne yaar 166 522 155811 160,168 107 580 102 (a5 87 745
In e s8cond 10
inclusiva tha fifth 657 506 6368 056 639,200 465,632 474 628 I57 716
year
Affer five wears 1. 180 878 1,295 161 1,588, 644 773 538 841 721 1 058 056
1,984,606 2,086,828 2,388,032 1,347,348 1,418,388 . 1,501,517
Less: fulue
e charges (63T .258) (668 430) (B8E 515)
Presen value of -
MHRIMLET lease 1,347,348 1,418,398 1,501,517

PaEymEnis

Includesd in the financial statemeanis within:

Canrrenl Nnbilies (Nole 37c) 107, 980 102,050 BF 745
Naor-current abilities (Nofe 378) 1,239 368 1.316.348 1413772

Finance lease obligations relate 1o equipment (vehicles) and a building leased for a period of 5 - 28 years.
Following the expiry of the lease, the Company has an option to purchase the leased dems at contractually agreed
values The Company's liabilibes under financial leases are secured by the tille of the bassor lo the leased assets
The average interest rate applied in determining the financial lease payments was 4.2 % (2010 4.2%).
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Notes to the consolidated financial statements (continued)

For the year ended 31 December 2011

31 LOANS AND BORROWINGS (continued)

bj Finance lease obligations

Present value of items under financial lease arrangements

Buildings Tools and vehicles Tatal
(HRE D00} (HRE Q0 [HREDOO)
Caost B18 881 853074 1,671,855
Accumulated depreciation 20,472 121077 - 141 549
Met book value
311272010 [as restated) 798,409 o 731,947 1,530,406
Cost 818,881 853,074 1,671,955
Accumulated depreciation 30,708 1af /a8 168.467
Met book value
a0 _ 88,973 895,316 1,463,488
c) Short-term loans and borrowings
I Jinzzon 012010
As restated As restated
(HRE T (HREDO0) (HREO00)
Short-term loans and bomowings 1,065,823 08 608 360,425
Sivoui-fevrn loans amd borrowangs F40. 744 S35 407 83,072
Curreni porfion of long-ferm dabt J24.87R 273208 277 353
Finance leases {current porion) 107 Sa0 106,050 BT 745
Other (interest on barrowings and bonds) ___BET13 B4 G4 91,931
1,270,316 995,301 540,101
Zagreback Holding d.0.0 and its subsidiaries, Zagreb N E;



Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

M LOANS AND BORROWINGS (continued)

) Short-term loans and borrowings

Movements in current loans and borrowings

IzzoN 20
As restabed
(HEEQOO) r_H-F-H'EEI'l_:H:I']_
Balance at 1 January 808, 608 360 425
Proceads from new loans and Dorrowings 1.013.168 G16,274 :
Currand portion of long-term borrowings 324 8TD 273202
Amounts ripaid (1,088 738) (445 611)
Elfect of exchange diferences T.h05 5,319
Balance at 31 December ' 1,065,623 808,608
Analysis by currency:
1252011 SN 2rH010 010112010
_As restated Ag nestated
{HREDO0) (HRED00) (HRK'000)
Euro (EUR) 500, 744 295 407 73.062
Creatian kuna (HRK) 240 000 240,000 10,010
?-ll-:l,?dxl 535,407 B30T
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Notes to the consolidated financial statements {continued)
For the year ended 31 December 2041

32 LIABILITIES FOR ISSUED LONG-TERM SECURITIES

MM 22011 31212010 01/01/2010

Az resiated Ag resiated

(HRK'000) (HRK000) (HRICD0Q)

|ssued bonds 2,259.126 2,215,552 2,101,860
Liabilities weder swap . - 24 505
2259126 2,215,552 2,216,365

In July 2007, the Parend issued bonds in the amount of EUR 300,000,000, with the effective cowpon rate of 5.5
percent annually, which mature on a one-off basis in July 2017 The carrying amounis of the bonds approomate
their fair values.

In conmection with the bonds issue, an interest rate swap was enfered into on 10 July 2007 i the amownt of EUR
300 mdlion, which resulled in a decrease of the average interest rate to fized 2.5 percent in 2008 for the enlire
prncipal, hxed 2 percent in 2008 for the antire pancipal and 2 percent in 2010 for the entire primcipal

Given the downgrading of the Parent's credit rating in late 2010 and in line with the contractual terms and
conddions applicable fo the financial derivative, the conditions were met for the counlerparty to terminate the
intergs) rate swap, and tha Company paid the present value of the derivative at the ferminaton date (Movember
2010) in the amount of EUR &8 million, upon which the mutual contractual rights and obligations af the paries
were gxbinguished. The interast rate on the bonds from November 2010 until the ultimate matnty 0 July 2017 s
determined at the fixed rate of 5.5 annually.

33 OTHER NOM-CURRENT LIABILITIES

I MM2z010 DAi12010

— _ Asrestated _ Asrestated
(HRIK'D00) (RO} (HREDO0)
Liabilitses (0 relied panlies 186 705 1989, 795 187,757
Trade payabies 2,047 2,604 3286
Other non-cufren lkabiies i 28,717 22,038 22,763
237,559 224,527 ___223,B0G
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

33 OTHER NON-CURREMNT LIABILITIES (continued)

Liabilities to related partes reported in the staterment of financial position at 31 December 2011 in the amount of
HRE 186,785 thousand (2010 HRK 198 785 thousand) relate entirely to the obligation towards the owner, the City
of Zagreb, as the owner of purchased real estate.

The entire amount of other non-current liabilites reported in the statement of financial position at 31 December
2011 in the amount of HRK 28717 thousand relates to Nabibties for the flals sold to employees under @
govermment programme. According to the then applicable regulations, 65 of the mcome from the sale of flals o
employess was to be transfarred to the state upon collection. Based on the Law, the Group has no obligation to
rermit the funds before they have been collected from the employesas

34 DEFERRED INCOME

322011 A 22010 01/01/2010

Az restated As reslaled

(HRE'DO0) (HREDO00) (HRED00)

Deferred incomea 5487 487 5,704,042 6,014,138
5487 487 5,784,042 6,014,139

Deferred income relates 1o assets received or financed by local self-government units, the owner and other legal
entities, free of charge, which are repored in the statement of financial posifion under deferred income, The
decrease in deferred income i8 recognised in the statement of comprehensive income proportionally over 1he
useful lfe of the assets to the exient of depreciation of the assets financed out of the budgel. in accordance with
IAS 20 Accounting for Government Granls and Government Assistance, whereas for repayments of long-tarm
loans used to finance the assets of the Company, the income is recognised to the extent of the amount repaid by
the City of Zagreb which assumed the abligation to repay those loans

35 AMOUNTS OWED TO RELATED PARTIES

AN 22011 HMHMAG gimoii2010

As restated As restated

[HRK'000) (HRKD00) (HRHE 000

Trade payables (related companies) 56,300 B4 257 137,310
Borrowings from related parties 4DD0 5,500

60,300 59,757 137,310

Zagrebatki Holding d.0.0. and its subsidiaries Zagreh
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

36 ADVANCES, DEPOSITS AND GUARANTEES RECEIVED

Agvances recaived from unrelaied companies

Advances feceived from the City of Zagreb

a7 TRADE PAYABLES

Domeslic rade payalies
Foreign trade payables

Ivoioe accruals

i8 AMOUNTS DUE TO EMPLOYEES

Met salanes payable

Benefits payable (o employees

£agrebalk Holding d o 0. and its subsidianies, Zagreb

IR0 MM 22010 010200

Ag resialed As restaled

(HRE D00 [HRK'DO0) (HRK'D00)

22 085 19,765 86 537

4. 038 4 5087 1,640

26134 24352 88.177

I 23011 I 2010 012010
As restated Ag restated

_iHer:]m : {HRK'DDO) {HRK'000)
1,073,645 1,076,886 12,774
939 1.187 1,038

859 1662 12,2594
1,075,447 1,079,738 826,110
I 2011 I 2010 Rk i L]
As reslabed As restabed
(HRK000) (HRK000) ~ (HRK'D0G)
05 475 87 280 BB, 384
1.602 G, 566 1,041
97,077 59,429

23,856



Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

a9 TAXES AND CONTRIBUTIONS PAYABLE

22011 IMHA2010 000
As reslated As resiabed
{HRK'D00) (HRK'000) [HRK 000
Fayroll and benefit-relaled taxes and
contribubens 73758 60,875 65,678
‘alue added tax 33217 34 901 10,871
Membership and sirilar fees 26,073 5,488 6,323
Income tax payable 3,725 1,182 2419
Other taxes payabbe 264 2915 128
137,038 105,459 B 41T
40 OTHER CURRENT LIABILITIES
202011 IMzzmao 002010
A5 restaied A5 restaled
(HRHO00) [HRK'DOO) (HRK'000)
Liabilities under recharged senices 71,723 253 764 242 063
Accrued expenses nod yet billed 88.951 232775 203,991
(her fees payabde under decisions 73,788 33,262 22,020
Ceferred sales 51,325 44 050 56,092
Cumrent portion of kemsg-1erm provisions for employes
benefits (Mobe 30) 35171 40,588 42,061
Accrued VAT on prepaymernts 8 ao 11,086
520,964 il 4T 3 EFT, 3

Ligbilities in respect of recharged services comprise mainly those amounts owed ta VIO Branch for services billed
o ena customers on own behalf but for the account of third parties (treafment fee to Zagrebatke ofpadne vode;
waler use and protechan fee 1o Hrvatske vode).
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Motes to the consolidated financial statements (continued)
For the yvear énded 31 December 2011

41 BALANCES AND TRANSACTIONS WITH RELATED PARTIES

Parties are considered to be related if they, directly or indirecily, through one or several intermediaries, control, or
are confrodled by, have & significant influence in, or are under joint conbrol with the reponing entity (wheth includes
the parent, subskdiares and branches). The City of Zagreb, being the sole owner of the Company, is the only
having signeficant conirol over the Compamy’s operations.,

Trading transactions

Summansed below are treansactions between the Group entibies and those related parties that are nol members of
the Group

Sales Purchases of goods and services
2011 2010 2011 2010
__ Asreslaled _ . Asrestated
{HRK'000) [HR¥D00) (HRED00) (HRH 00
City of Zagreb 845072 BOT,334 26 6ET 16,447
45,072 BOT 334 6,687 16,447

Zagrebacki Holding d 0.0 and its subsidiaries, Zagreb g1



Notes to the consolidated financial statements (continued)
Faor the year ended 31 December 2011

41 BALANCES AND TRANSACTIONS WITH RELATED PARTIES (continued)

Outstanding balances from trading transachons at the end of the reparting penod

Amounts owed by related parties Liabilities to related parties

MA22011  MH22010  MH22009 MM22000 M22010 3171212008

Asrestated  _As restated Asrestated As resiated

(HRKOOO)  (HRKDOO)  (HRKO00)  (HRKDOO)  (HRKDOD)  (HIRKDOD)

Cily of Zagreb 505,374 596,793 723 625 56,300 64,257 137,310
505,374 596,793 723,625 56300 54287 13130

Sales from related-party transactions were made af standard marke! prices that are comparable wath the poces
charged to unrelated parties

The outsianding balances are not secured by any security instrurment (debenfures, bz of exchange. bank
guarantees) and will be settlied in cash

Other transactions with related parties

Receivables from other transactions with Liahilities from other ransactions with
related parties related parties
M3z Rl Fariipli] M 23008 ERIG Friinh A 2o I 22009
As restatad A resiated Mg restated As restabed
{(HRK'000) [HRK000) (HRE000) {HRKT00) (HRKD00) (HRKD00}
City of
Zagreb 1,203 488 1,302,147 1,413,144 186,795 188, 795 197,757
1,203,489 1,302,147 1,413,144 196,795 199,795 197,757

Other related party fransactions include long-term receivables from the owner for guarantees provided for long-
termn boans to ZET Branch fior loans raised for the reconstruction of public fransport (2011: HRE 509,735 thousand,
<010 HRK 701,015 thousand). In 2009, long-térm receivables from the owner were recorded with respect to the
financing of 50% of the lease for the sports facility Arena Zagreb (2011 HRK BB4 285 thousand: 2010 HRK
681,252 thousand) based on an agreement between the City of Zagreb and the Republic of Croatia. The

remaining balance receivable from other related party transactions rel@lés to amounts due under the agreament
on thwe road construction financing.

Zagrebacki Holding d 0.0. and its subsdianies, Zagreb 92




Motes to the consolidated financial statements (continued)
For the year ended 3 December 2011

41 BALANCES AND TRANSACTIONS WITH RELATED PARTIES (continued)

In additon to the City of Zagreb, the Group's related parties inclede the members of its Management and
Supervisory Board. The total remuneration paid to the directors (of Zagrebatks holding and itz Branches) and
members of the supervisory bodies paid in 2011 amounted to HRK 10,855 thousand (20100 HRK 12 358
thousand), as presented below:

311272011 31272010

A restated

salanas of the key management parsonnel and Branch o 489 4,791
directors (in HRK'000) ' '

Fees o the Supervisory Board members (in HRK'D00) = 1an i

10,866 12,358

42 EMPLOYEE BENEFITS

At 31 Decembes 2011 provisions for rebirefant and long-sendce benelils amount 1o HRK 231,317 thousand (31
December 2010: HRK 261,285 thousand).

Long-service and termination benefits

Defined banefil plan

According 1o the Collective Agreement. the Group has the obligatson to pay long-service (jubiles awards) to its
employees. The Group operates a defined benefit plan for qualifying employees. Under the plan, the employess
are entitied 1o long-service benefits (jubdlee awards) according o the average per-employee salary paid for the
economic activities in the City of Zagreb according 1o the following tenure with the Groug:

HRK 700 for 5 years of continuous senice

1 average monthly salary for 10 years of conbinuous sandice
1.5 average monthly salary for 15 years of continuous service

2 average monthly sataries for 20 years of continuous service
2.5 average monthly salaries for 25 years of conbnuous service
3 average monthly salaries for 30 years of conbnucus service
3.5 average maonthly salaries for 35 years of continuous service
4 average monthly salaries for 40 years of continuous senvice
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

42 EMPFLOYEE BENEFITS (continued)

Az per Collective Agreemsant, the employees ratiring at regular age are entitled to a one-off retirement allowance
amounting to 3 average monthly salares paid from the ecanomic activities in the City of Zagreb over the past theee
marths.

The present value of defined benefit oblgations and the related current anmd past service costs have been
determined using the Projecied Credit Unst method and the discound rate of 7.2 percent (2010; 5.2 %), which
reflects the yield on government bomds.

The present value of defined benefit obligations and the related currend and past service cost have been
determined using the Projected Credit Unat method

Key assumplions 2011 2010
Discount rate (in %) 7.2 6.2
Fluctuation rate (%) 35 L
Average expected remaining sernvice paricd {in years) 20 20

The amount included in the siatement of financial position arising from the Company's obligation in respect of s
defined long-service and retirement benefits is as follows

2011 2010

(HRK'000) (HRK'00D)

Present value of the long-service benefit obligation 173.197 202 585

Present value of the lerminabon benefit obligation 58 120 58 700

Coligation included in the statement of financial position 251,37 261,265
4 which by madurity:

2011 2010

(HRE00) (HRK'D00)

Current 35,171 40,588

Man-current 1585, 146 220,677

231,07 261,265
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

43 FINANCIAL INSTRUMENTS

41.1 Capital risk management

Gearing rafio

The capital structure is reviewed at least semi-annually by analysing the cost of capaal and the retated risks

Gearing ratio at the end of the reporting period:

2011 2010
Ag restated
(HRK'000) (HRE00)
Debi 5,296,331 8,171,187
Loans, borrowings and financial lzeases (long-term and
current porton) 4 441 821 4 452 361
Liabilities under isswed long-term sacurities 2,259 126 2215 552

= Liability under financial lease of the Arana Zagreb (as i

reported as receivable from the City of Zagreb and the

Croatian Govermment) (754 881) (TE5.711)
- Loan debt of ZET. for which an amount receivable from the

City of Zagreb has been included (on the basis of the City

guararess provided for the loan debt) (809, 735) (701.015)
Less: cash in hand and with banks 143,903 125455
Net debt 5152 428 5,045,732
Equity 7,191,841 6,637,907
Met dett-1o-equsty ratio T71.6% TE.0%

Zagrebatki Holding d.o.0. and its subsidianes. Zagreb a5



Notes to the consolidated financial statements (continued)

For the year ended 31 December 2011

4l FINANCIAL INSTRUMENTS (continued)

43.2 Categorles of financlal instruments

Financial assets

Cash with banks and in hand

Financial assets at fair value

Long-lerm deposits and other financial assets
Recsivables from relaled companies and trade debtors
Recevables for invesiments in government bonds
Recemnables for loans and credit sales

Amaounis due from employees

Other receivables

Financial liabilities

Finance lease agreameants
Loarns, borrowings and fmancial leases (ang-temm and
currand portion)

Liakalibes under issued long-term secunties
Liakalibes to related compames and rade deblors
Liakalibes in respect of loans, depogsils and similar
Amounts due o employess

Other current liabilities

Zagrebatki Holding d o o and its subsidiaries, Zagreb

MHAZ2011 MH22010
As resiated
(HREDOO) (HIRE D00}
143 803 125 455
Gadd G186
171,228 136357
2,728,137 2885 154
13,390 13,334
40,381 53,073
2.304 2.081
T71.568 T84 7BE
1,347 348 1,418,397
3,004 573 3,033 964
2,259,126 2,215,502
1,334 589 1,341 581
26.134 24 352
g97.ovv 83 856
5B5.7893 553 885
Bb



Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

43 FINANCIAL INSTRUMENTS [continued)
433 Financial risk management objectives

Faor the purpose of forecasting potentisl scenaros that may hawe a negative impact on the operations amd
achigvement of the Group's objectives, the Financial Service Unit of Zagrebalki holding d.o.o. identifies financial
risks and their potential impact on the Growp's future operations as well as manages those nisks

The various financial risks to which the Group is exposed in the course of s operabions are soughl to be
manirnised, avoided and rolled over in order 1o safeguard its operations. If economically feasible, cemain financial
risks are accepled,

The Financial Unit performs financial services for the Group and coordinales ifs financial operabons on the
domestic financial market, as well as monitors and manages financial risks that arise from the operations of the
Group. The key risks comprise liquidity risk, foresgn exchange nsk and inferest rate risk

They are described below, along with the methods apphed to manage those risks. fn 2011, the Group dd not use
any derivative instruments fo managa the risks. The Group does nol wse dervatives for spaculative purposes.

43.4 Market risk
The communal service prices are proposed by the Management Board Dased on the market prices, and
detarmined and approved by the City of Zagreb .

The activiies of the Group expose il to the financial risks of changes in fareign axchange and interast raleas (ses
below). The market risk exposure is supplemented by sensilnily analyses. There has been no change to the
Group's exposure fo market risks or the mannar in which thise risks ane managed and measured.

41.5 Forgign currency risk management

The Group undertakes cerain transactkons dencminated in foreign currencies. Hence, exposures to exchange rate
fluctuations arise. The camying amounts of the Group’s foreign-curmency dencminated monetary assels and
monetary liabilities at the reporting date are prowided in the table below

Liabilities - B Assets
1122010 IMH2010
322011 As restated IM22011  Asrestated
(HRK'D0O) (HREQOO)
EUR 5,440 505 5,313,450 2,081,260 2172.028
ush - 183 206
COther curmencies - 55 Kk

Zagrebatk Holding d o 0. and its subsidiaries, Zagreb
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MNotes to the consolidated financial statements (continued)
Far the year ended 31 December 2011

43 FINANCIAL INSTRUMENTS (continued)

Foreign currency sensitivity analysis

The Group is mainly exposed io the fluciuations in the exchange rate of Croatian kuna to ewro (EUR), since most
of s debt ie. 78% is tied to that currency. The following table details the Group's sensitivity to a 1% increase in
Croatian kuna against the relevant foreign currencses. 1% is the sensitvity rate used when reporting foreign
currency risk intermally 1o the Management Board and represents the Board's assessment of the reasonably
possible chamge in foreign exchange rates. The sensitvity analysis includes monetary assets and monetary
lizbilities in foreign cumencies. A negative number below indicates a decrease in profit where the Croatian kuna
chamges against the relevam cumrency for the percentage specified above. For 8 weakening of the Croatian kuna
against the relevant cumency, there would be an egual and opposite impact on the profit.

EUR impact i UED impact . Impact of other currencies
JH 2200 3122010 MHAZ010
_MNA011 As restated 311272011 Asrestaled = JINM2/2011  As restated
(HRED00) (HRK000) (HRE000)
(Losspprafit (33, 792) [(31.414) Z 2 1 -

43.6 Interest rate risk management

Given thal 57 parcent of ihe Company's loan debl bears inferes! al vanable rates, the Growp is exposed o nterast
rate risk. Set out below are the inlerest rates al 31 December 2011 and 31 December 2010 on loans and
borrowings, and issued bonds:

M As re-sll;t:qeg
Euribor 22.90% 18.6E%
L ibor 11.05% 12.01%
Zibor 0.32% 0,360
Trasury bilts of the Ministry of Financa 2 35% 25 49%
Fised rate of imterest 43 38% 43 455,

100.00% 100.00%
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Motes to the consolidated financial statements (continued)
Faor the year ended 31 December 2011

43 FINANCIAL INSTRUMENTS (continued)

Out of the total loan dett of the Group, 43 38 percent are agreed at fixed rates. The majonty of the loan dekbi
bearing fixed rates of interest comprises issuwed bonds with a fived coupon rate of 550 % pa

EURIBOR and EUR LIBOR bed loan debt accounts for 33.95 of the total lcan debt, whereas 22 .35 af the loan delbl
is bed 1o the yield on the Treasury Bills of the Croatian Ministry of Finance, Thus, 58 62 percent of the loan debt
bears interest at vanable rates. which has been acknowledged as a signficant uncertainty in developing future
cagh flow progections. For the purpose of managing credit risk, the Group is actvely manitaring the imerest rate
market and liguidity of the instrurnents on the markel Given the volatility of the EURIBOR and the yiekd on the
Treasury Bilis of the Croatian Minisiry of Finance, the Group finds the interest rale nsk acceplable and,
consequently, has entered inlo no derivative melruments as a hedge against the interest rate risk.

The Group identifies the mismatch between the inferest-Deanng ransactions in which the Group is the payes and
the payer and seeks Io achieve balance with the inlerest receivable while agresing the interest rates payable.

43.7 Credit risk management

Credit nsk refers to the risk thal a counterparty will defauit an its confractual oblsgations resulling in financial loss to
the Group. The Group oblains collateral, whene appropriate, s a means of mitigating thee risk of financial koss from
defaulls,

Customers are classified into nsk groupings based on the fnancial indicators and own trading records, and
appropriate credit risk mitigation measures are taken for each nsk class Customers are classified mainky on the
bagis of their official financial statements and the Group®s history of trading with each customer

The Group transacts with a large number of customers from various industries and of various size. as well as with
citizans. Trade receivables are presented net of allowance for bad and doubtful accounts

418 Liguidity risk management

Becausa of the bquidsty probbems prevailing @ the Croatian esonomy, the ligudity risk has a highly negative impact
on the Group's operalions. Instruments used 1o monitor and mibgate liquidity risk are as follows: analysing and
managing cash flows. analysing assets and the sources of financing those assels; analysing customer
creditworihéness; collateral, credil and revolving faciFies. and similar

Zagrebatki Holding d o.0. and its subsidiaries, Zagreb ag




Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

43 FINANCIAL INSTRUMENTS {continued)
43.8 Liquidity risk management {continued)
43.8.1 Liguidity and inberest rate risk tables

Thi fallowang tables detail the Group's remaining contractual malurity for its non-derivative financial liakdites, The tables have been drawn up based on the undiscounted cash
flews of financial liabilities based on the earliest date on which the Group can be required to pay. The tables include both principal and interest cash flows

Weighted
aeRragn
affactiva Uptai 12 Z2im3 Jad 415
interest rase year yean _ years years years Aher § years Total

{MHEF D00} %
At 37 December 20710, a5 restaled
Mon-nterest baaring
Liabilifies to related companies and brade deblors - 1,135 453 4060 530 530 530 1568 B35 1,34y 48
Liagdnlfties im respact of bans, deposits and simidar . 24 %3 - . = = n o4 453
Amicgints dus 1o employass - 93,858 - - - . . §1 855
Oifer curent babilfies a 551 BES . . - = - SR BES
Variable-rate insiruments
Fimanoe lease cbligatians 3.B4% 155811 160,410 158 857 158 540 158, 540 1,295 161 2.086.879
Laans and bosrawings payaiie 4. 54% B3 253 71,605 356,795 30,734 325 340 1,204 224 3AT0 958
Fized-rate instrismants
Loans and borrawngs payable E 9% 1175 a.7a7 6 600 5281 4 887 38,730
lssued bands & 507 121,858 131,855 121 B5% 121855 121,855 2 A58 263 3 0B 538

3073478 6 a7 544,347 628,954 611,162 5,165 487 10,787,126
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Motes to the consolidated financial statements (continued)
For the year ended 31 December 2011

43 FINANCIAL INSTRUMENTS [continued)

418 Liguidity risk managament [continued)

43.8.1 Liquidity and interest rate risk tables {continued)

Waighted
anaragd
affaciive
intanas| 1w 23 s 4105
rate Up is 1 yaar yEArS YEAE yEEE yEars ARpr 5 yadrs Talal

(R D00 T
Al JT Decevielrer 2071
Non-interast baaring
Liabilitigs bo redaled companies and rade deolon * 1.135. 747 1060 53 454 e 186,754 1,334 589
Lighilises in respict of ans, depodils and simidar - 26.134 - - - h b 26,134
Amounts dus 10 employaes - BT 07T b - - b - B OFT
Qiker currenl kabiltses - 585,793 ' : - = * S85.TH3
Variable-rate instruments
Finance lease obligations 4 18% 186,222 164 424 1154 361 164,361 164,381 1,160,878 1.984 507
Laang and barrowings payable 5.08% 1,246 060 IT0OET 156379 3D 675 326,001 ooz 7es 1.632.178
Fized-rae instruments
Loans and barrowsngs payabie 7.00% T.072 5,813 5470 5127 380 24 TEZ
Issued bands 5 50% 124 252 124 252 124 252 124,252 124 252 2321262 2,942 512

3,285,268 BE5.T16 B50.992 G4 873 615,084 4671732 10,627 6563
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43 FINANCIAL INSTRUMEMNTS (continued)

43.8 Liguidity risk management (continuwed)

43 8.1 Liguidity and Interest rate riak tables (continued)

The following lables defail the Group's remaining conbractual malurity for ifs non-denvalive financial assels. The [ables have been drawn up based on the
undiscounted cash Nows of inancial assets until contractual maturities, including inberest 1o be earmed on those asssls.

(HRE 00

Al 11 Decomber J3710, a5 reaisied
Mon-interest bearing

C.ash and cash aurcakans

Financial assels sl fair value imraugh proft of lods
Recenabias Mom relaled companies and trade
deftars

Fecewables for mvestments in gosernment bonds
Armaunts due from employees

Cther rocevables

Wariable-rate instruments

Lang-ierm deposits and atber fimancial assets
Fizgd-rale instrements

Long-term depasits and olher financal assels
Grven loans
FRecewables for green ioars for flats

WWeighted

average

nSETES]
(11}

5.08%

2.50%
G607 %
1.17%

Zagrebatki Holding d.o.o. and ifs subsidiaries, Zagreh
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For the year ended 31 December 2011
Upeo 1 T i3 Jin4 483 Aflar 5
:IET ra_&l'l- WEATE :HM_H- HEETE 'rﬁiﬂ Tealad
125,455 - - 125455
- - 618 B18
1 BES DaT 128 B&G 128 855 165,487 150,362 T4R 90 2 985 194
13,334 133354
2081 = 208
117,008 FEa -1 O =7 06 26,704 ShE A4 TH4 TEE
2 B5D 2 BA0 2 80 2,580 2 680 77845 41,245
25 Bal 2 583 1,944 1,842 1,844 BE B45 123 857
19,375 4 B4 1,454 1,483 1,404 10,001 A 578
£ 497 1.976 1 488 1,787 1,715 g5 18.401
1,977,700 168,451 164,065 200,375 164,815 1,807,858 4,183,268
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011
43 FINANCIAL INSTRUMENTS [continued)
43.8 Liguidity risk managameant [continuad)
41.8.1 Liguidity and interost rate risk tables [continued)
Weighted
average
afigchive
i T2 23 Jiod dio § Afar §
rale I8 7 it yeare yean yédes FEArS YRS Tolal
(HERE M) %
At 31 December 3071
Non=interest bearing
Cash and cash equevaknis 143,503 = . 143 903
Financriad asseds af fair value through profil or oss - 544 Sdd
Frceivabies from melaled companias and Irade
dEbiors 1.525 648 132 176 173 841 132176 132,178 813120 27291347
Rocavabies for mvestmants in governmant bands - 13,380 13,580
Ampunts dus from employees 2,304 - - 2 504
hher recenabiss 115,001 8,118 27,738 27 438 27234 545 B38 771 588
Variable-rate instruments
Leng-lermn deposits and ather financial assets & 800 £ 2 imz mg ER L) THE1D 58670
Fixed-rabe instruments
Larmg-lerm deposits and olher financial assefs 197% 50 538 14971 1.8971 1.571 1971 BS TOH 18T 126
Given loars 8.14% 10,252 B 20a 1,987 1585 1,813 4 478 25803
FRecaivables far geeen bans for flals 1.18% 1,811 2 004 1,608 i 6493 1 Q85 5 403 15, 254
1,862,567 173,285 211,257 165,378 168,112 1. 373,051 3 058 751
103
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Notes to the consclidated financial statements (continued)
For the year ended 31 Decembaer 2011

43. FINANCIAL INSTRUMENTS (continued)

43.9.Fair value of financial instruments
43.9.1. Fair value measuremants recognised in the statement of financial position

The following table provides an analysis of financial nstruments that are measured subsequent ta nitial
rescognition at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value s abservable.

+ Level 1 fair value measurements are those derived from guoted prices (unadjusted) in active markets for
identical asseis or labilities.

# Level 2 indicators - indicators of fair value denved from data other than guoted prces from Level 1 for
obsarvable assets or liabilities {i.e. their prices) or indirectly (derived from the peee); and

« Level 3 fair value measurements are those derved from valuaton techmigues that snclude inputs for the
assat or liability thai are nod based on observable market data (unobservable inpuls)

320
(HRE0O0) Level 1 Level2 = Leveld ___ Total
Financial assets at fair value through
profit or loss
Imyestments in shares entitling to an
ownership share of not more than 20% Sa4 - . 544
Financial assets available for sale
Imvestments in shares entitling to an
ownership share of not more than 20% 6 868 . - 6,868
7412 - - 7412
J1M2R2010
Az restated
(HRE 000 Lewel 1 Level 2 Leveld Total
Financial assets at fair value through
profit or loss
Invastments in shares entitling fo an
ownership share of not more than 20% 817 . - 617
Financial assels available for sale
investments in shares entitling o an
ownership share of not more than 20% 7175 - - TATS
7,792 . - 7,742
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Notes to the consolidated financial statements (continued)
For the year ended 31 December 2011

44 COMITTMENTS

The Group has entered into contracts that are still in progress. Costs to be incurred under those confracts have
been estimated at HRK 137 555 thouwsand, whereas the estimated value of imvestments amounts to HRK 150,733
thousand.

45 CONTINGENT LIABILITIES

Environmemnial maiters

Included in the Group is Branch 2605, whose principal business is communal and other waste disposal and the
rehabilitation of the Jakudevac landfil, as well as o assist the Ciy in establishing a long-term communal waste
management development strategy for the City of Zagreb. The environmental effects are monitored by local and
governmental environmental authorties. In respect of future costs of maintenance and supervision of the landfill
the Group (i.e. 2G0OS3) recorded a provision of HRK 24,283 thousand, in accordance with 185 37 Provisions,
Contingent Liabilities and Contingent Assets [(2010: HRK 28,025 thousand)

Taxation

The Parent and its subsidaries are subgect to corporate income tax on their taxable profits in Croatia and those
other tax jurisdctions in which they operale. The supervisory inspection of the valpe-added fax and corporate
income tax for the year 2010 by the Tax Administration is currently in progress

Resfrucfunng

In 2010 the Management of the Group adopted a programme of measures and aclivibes aimed at restruciuning
and streamlining the operations, which will continue in the following periods

Concession nghis

Vodoopskrba | odvodnja, & branch within the Company, pays & concession fee for the water supply, which
amounts to HREK 008 persg m

46 EVENTS AFTER THE REPORTING DATE

As from 1 March 2012, increased prices for water supply and public fransport services become eMective.
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4T PENSION INSURANCE

The Group does not operate a separate refirement plan for its employees or managemeni, either in Croatia or
abroad. This, md provisons fof thoss obligations have bedn mMade,

The Group pays pension contributions on behalf of its employess in the Republic of Croatia in accordance with
applicable legal regulations. These conlribubons form the basis for the pensions payable out of the Croatian
National Pension Fund 1o Croatian employees upon their retrement. Cummently, there are no outstanding redirenment
benefit obligations, either for the Group's present or Tormer employess.

48 LEGAL AND REGULATORY ENVIRONMENT

The operations of the Growp and its revenue are regulated by several laws, the most signifitant ones being as
Tallrars.

*  The Law on Communal Management
#  The Law on Local Sefl-gowernment

= The Law on Wasie

= The Institutions &cd

= The Law on Waters

¢ The Cemelenes Act

¢ The Bullding Maintenance Act

* The Act on Free Zones

45 APPROVAL OF THE FINAMCIAL STATEMENTS

These financial statements were adopted by the Management and authorized for issue 30 Saptermber 2012

o Cowvié. Graduate Engineer

President of the Management Board

\ '. - ZAGRFBACKT HOLDING
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