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Responsibility for the consolidated financial statements

Pursuant to the Croatian Accounting Law, the Management Board Is responsible for ensurning that consolidated
financial statements are prepared for each financial year in accordance with Intemational Financial Reporting
Standards (IFRS) as adopied by the European Union which give a true and fair view of the state of affairs and
resulls of Zagrebalii holding d o.o. and its subssdiaries ("Group™) for that panod

After making enguires, the Managemenl Board has a reasonable expectation that the Group has adequate
resowrces o continue in operational exasience for the foreseeable future. For this reason, the Management Board
continues to adopt the going concern basis in preparing the financial statements.

In preparing consolidated financial statements, the responsibdibes of the Management Board include ensuring
that:

» suitable accounting policies are selectad and then applied consistently,

= judgments and estimates are reasonabde and prudent;

= applicable accounting standards are followed, subject o any matenial depariures disclosed and explained in
the financial statements; and

= the consolidated financial statements are prepared on the going concemn basis unless it is inappropnate to
presume that the Group will continue in business.

The Management Board is responsible for keeping proper accounting reconds, which disclose with reasonable
accuracy at any time the financial position of the Group and must also ensure that the these comply with the
Croatian Accounting Law. The Management Board is also responsible for safeguarding the assets of the Group
and hence for taking reasonable steps for the prevention and detection of fraud and other imegularities.

These consclidaled financial stalements were authorised for Issue by the Managemen! Board on 10 June 2014,
Signed an of Management Board:

/7
Slobodan Ljufisic [(?r /

FAGREBALKL KEOLDING
Zagrebaiki holding d.o.o, Zagreb ; ,
Avenija grada Vukovara 41 ZAGREB, Ulica grass Vunovard &1
10000 Zagreb
Republic of Croatia

10 June 2014
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Independent Auditor's Report

To the Owner of Zagrebaéki holding d.o.o.:

We have avdited the accompanying consolidated financial statements of the company Fagrebacki holding
d.o.0. and its subsidiaries (,.Group®), which comprise the consolidated statement of financial position as at 31
December 2013 and the related consolidated statements of comprehensive income, of changes in equity and
of cash flows for the year then ended, and a summary of significant accounting policies and other
explanatory information,

Mamagement’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards adopted by European Umion and
for such internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due 1o fraud or error.

Auditor's responsibilicy

Our responsibility is 10 express an opinion on consolidated financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers imemal 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 intermal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness 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 sufficient and appropriate to provide a basis for our
audit opinion.
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Independent Auditor's Report {continued)
Basis for qualified opinion

1) Classification of leaves

As disclosed in Note 18 to the consolidated financial statements, the Group, as the lessor, entered into
several lease agreements during 2009 and 2008, which have been accounted for as operating leases,
However, the classification of these agreements at inception is not compliant with International Accounting
Standard 17 “Leases™ (IAS 17), according to which a lease where the present value of minimum future
payments under the lease agreement approximates the fair value of the leased asset is classified as a financial
lease, which is 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 2013, the receivables under financial lease, less
future income earned, would have been be higher by HRK 537,022 thousand, property, plant and equipment
would have been be lower by HEK 797,045 thousand, retained eamings would have been lower by HRK
241,571 thousand, and the result for the year then ended would have been lower by HRK 18,452 thousand.

Qualified opinion
In our opinion, except for the potential effects of the matters discussed in Paragraph 1) of the Basis of
qualified opinion paragraph, the consolidated financial statements present fairly, in all material respects, the
financial position of the Group at 31 December 2013, and the results of its operations and its cash flows for
the vear then ended in accordance with International Financial Reporting Standards adopted by European
umion.

Emprhasis of moalfer
Without further qualifying our opinion, we draw attention to the following:

aj Title to property

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

M dw“h
ELLLM nik, Certified Auditor and President of the Management Board

10 June 2014
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Consolidated statement of comprehensive income

Faor the year eéndéd 31 December 2013

OPERATING INCOME
Sales

Other operaling income
Total

OPERATING EXPENSES
Cost of matenial and sernices
Shaf costs

Depreceation and amortisation
Other expensesg

Impairment allowance on curnent and
non-current assats

Provisions for nsks and changes
Dther operaling expenses
Total

FINANCIAL INCOME
FINANCIAL EXPENSES

TOTAL INCOME
TOTAL EXPENSES

PROFIT [ (LOSS5) BEFORE TAX
INCOME TAX EXPENSE
PROFIT [ (LOSS) FOR THE YEAR

Attributable o
Aftributabie to the equity holders of the Company
Mon-controlang intenests

Other comprehensive (loss) f income
tems that wil not be reclassified subsequently o
profit ar loss {net)

Loss on revaluation of propeny
Total comprehensive loss for the year

Total comprehensive loss attributable to:
Equity holders of the Company
Mon-controlling inleresis

Notes

13
14

15

209

2013 2012
{in HRKDOO) {in HRKD00)
4,450,494 4 264 495
1,675,709 1,267 982
6,126,203 5 552 477
(2,720,293) (2,629 0B4)
(1,858 475) (1,863 815)
(670,186) {B21,722)
{40,230) {35,887)
{200,851 (244,070
{114,015 (106.246)
(54 944) (50.616)
{8,725,994) (5,551,420)
485316 66,256
(T82,711) (403.308)
6,612,518 5,618,733
(6,518, T08) 5,954 729
3,814 (335,906)
{43,832) (B,B18)
48 SEZ I:Mllai-l-j
48,982 (344 814)
47 357 (345, B06)
2 B25 1,882
(112,711) {127)
(62,729) (344,941}
[62,729) (344 941)
{65,354) (346 823)
2 525 1,882

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

Zagrebadki holding d.o.0. and is subsidianies, Zagrab



Consolidated statement of financial position
At 31 December 2013

Notes 311212013 MM22012
{im HRK000) {in HRK'D0D)
NON-CURRENT ASSETS
Intangible assets 18 56,442 54 445
Property, plant and equipment 17 15,100,678 15,033,154
Investment property 18 1,918 844 2,754 386
Other financial assets 20 123 880 122 522
Investment in related parties 19 8,751 -
Mon-current receivables 21 2,114,357 1,744 683
Deferred tax assets 13 34,083 65,171
Total non-current assets 19,158,235 19,784 402
CURRENT ASSETS
Inventones 22 313,064 788 454
Cument receivables
Amounts owed by related parties 23 382.207 413 615
Trade recewvables 24 1,076,422 1,087,791
Amounts due from employees 25 2 643 3,206
Raceivables from the State and ather 26
institutions 66,382 23,763
Other receivables 27 198,519 170.918
Tatal cuwramt azsels 1 726,183 1,690 204
Other financial assets 20 28,934 40279
Cash and cash equivalents 28 188,308 90,730
Total current assets 2,267,479 2,618,797
TOTAL ASSETS 21,625,714 22,403,189
OFF-BALANCE SHEET ITEMS 41 248,090 880,379

The accompanying accounting policies and nofes form an integral part of these consolidaled financial statements

Zagrebacki holding d o 0. and its subsidiaries. Zagret



Consolidated statement of financial position (continued)

At 31 December 2013

Share capital

Revaluation resene

Other reserves

Retained earnings / (Accumulated l0sses)
Mon-controlling inenests

Total equity

NOMN-CURRENT LIABILITIES

Provisions

Loans payvable

Liabdlities under issued long-term securities
Other non-current liabilities

Deferred income

Deferrad tax iability

Total non-current liabilities

CURRENT LIABILITIES
Amounis owed 1o related partias
Liablities for issued securities
Loans and borrowings

Liatalities in respect of loans, deposits and similar

Trade payablas
Amounts due to employees
Taxes and contributions payable

Oiher current liahilities
Total currant liabilities

TOTAL EQUITY AND LIABILITIES

OFF-BALANCE SHEET ITEMS

Haotes

31

3

15

41

311212013 311212012
(in HRK'00D) {in HRK'000)
3,833,236 4,208,629
2,748,745 2,861,456
319,977 §7,300
368,503 (54,247)
5575 2950
7,276,036 7,116,088
333 642 422,209
3,194 475 2,843,237
2,291.293 2,263,687
103,805 257,128
5,063 485 5,293 442
665,135 693,361
11,651,835 11,773,154
54,729 141,341
48.000 i
1,273.751 1,510,839
24 678 28,663
506 249 1,060,304
86,785 93,130
114,060 126,889
487,501 552 691
2,697,843 3,513,957
21,625,714 22,403,199
249,090 880,379

The accompanying accounting policies and notes form an imtegral part of these consolidated financial staternemns.

Zagrebatki holding d.0.0. and its subsidiaries, Zagreb
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Consolidated statement of changes in equity
For the year ended 31 December 2013
Retained Equity Non-
Notes Share  Revaluation Other earmings/  attributable  controlling Total
capital rEsSErves reserves (accumulated to the Imberest
losses) Parent
(in HRK'000)  (in HRK'O00)  (in HRK'000)  (in HRK'000)  (in HRK'000) (in HRICOOO)  (in HREK'D0O)
B""‘;':;'“ 1 Decomber 3011 {An 4,208,628 2,861,583 97,300 202,449 7,459,961 1,068 7,461,029
Other comprehensive income (loss) - (127) - (127) = (127)
Loss for the year - (345 606) (346 698) 1,882 [344,814)
Balance at 31 Decembar 2012 4,208,629 1,861 456 87,300 (54, 24T) 7,113,138 2,950 7,116 088
_ i A il
cmmpax in capital - division of the (2,068 128) 2 - |2,069,128) (2,089,128)
Increase in capital = Equity increase
from the City of Zagreb 28 2,068,128 = = 2,088,128 - 2,068,128
Decrease in share capital dus to loss
carried forward 29 (A75,383) - 375,393 = -
Imported assets into capital reserves 29 - 222 877 - 212677 . 222 87T
Cither comprehensve loss 29 (112,711) - (112,711) - (112,741)
Profit for the year - 47 357 47 187 2625 49 982
Balance at 31 December 2013 3,833,236 2,748, T45 Me9rT 368,503 7,270,461 5575

The accompanying accouwnting policies and nofes form an integral part of these consolidated financial statements

Zagrebacki holding d.0.0. and its subsidiaries, Zagreb

7,276,036



Consolidated statement of cash flows
For the year ended 31 December 2013

Profit / {loss) for the year

Tax expense recognised in the income statement
Finance cost recognised in profit or loss
Imvesiment income recognised in profit or loss
Impairment allowance on current assets

Change in the fair value of investment property
Impairment allowance on non-current assets
Depreciation and amortisation

(Gains) / losses from sale of assets

Decrease in long-term provisions

{Decrease) / increase in deferred income on assets financed by others

Foreign exchange losses

Changes in working capital:

Decrease in inventorias

Decrease of prepayments for non-current assets
Increase in irade receivables

Decrease in receivables from related companies
Decrease / (increase) in amounts due from employees
increase in receivables from the State

increasa in other receivables

increasa in financial assets

(Decrease) [ increase in liabilites 1o suppliers and related parties
(Decrease) / increase in advances received

Decrease in taxes and contributions payable
Decrease in amounts due o employees

Decrease in other non-current liabdities

Decrease in other current kabilities

Net cash generated from operations

Zagrebacki holding d.0.0. and its subsidiaries, Zagreb

2013 2012

{im HFRK'000) (in HRE'DDO)
48,882 (344,814)
43 832 8818
GB8. 545 383,038
(379,953) {41 B78)
218,882 179,174
{56,826) 508,297
345 5,599
670,186 621,722
{22,235) 8,502
(229 957) 27,777
{88 ,657) (194 045)
54 255 4 B58
474,530 29,475
45,965 4 287
(207 621) {246.691)
31,408 81,758
363 (902)
(42,629) (5.577)
(21.6986) {32,387)
(1.458) {895)
(502 B6T) 59,186
{3,885) 2529
(18,165) {9,553)
(4,345) (3.847)
(147 526) (74.282)
(53,100) {88.278)
4596, T8T 464,034




Consolidated statement of cash flows (continued)

For the year ended 31 December 2013

Cash flows from operating activities

Cash genergted from operations

Income taxes paid

Interast paid

Met cash (used in) / generated from operating activities

Cash flows from investing activities

Purchases of langible and infangible assets

Proceeds from sale of langible assets

(increase) / decrease in non-current rcsvables

Increase in current financial assets

Interast paid

Acquisition of subsidianes

Met cash generated from / (used in) investing activities

Cash flows from financing activities

Received loans and borrowings

Repaymenis of loans and borrowings

Net cash generated from / (used in) financing activities

Net increase | (decrease) in cash

Cash at 1 January
iCash at 31 December

2013 2012

{in HRK'000) {in HRK'000)
496, TAT 484 034

(7 408) (7.812)
{604 268) {279,379)
(204,889) 176,843
(1,234,823) (345 825)
1,454 011 6,204
(352 610) 151,714
11,345 16,534
374,049 28,170
{9.751) -
242,21 (142,203)
(2.B80,583) (2,088 926)
2 950,629 2,001,113
70,336 {87,813)
107,668 (53,173)
80,730 143,803
198,398 90,730

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

Zagrebatk holding d.o.0. and its subsidiaries, Zagreb




MNotes to the consolidated financial statements of the Group
For the year ended 31 December 2013

1. GEMERAL INFORMATION
History, incorporation and status changes

On 27 December 2005, The City of Zagreb and Zagrebacki holding d.o.o. (the Company) concluded several share
transfer agreements involving 22 companiés on the bass of which the ownership inferests in these companies
were tramsfemed in full from the City of Zagreb to the Company. The transferred equily interests in the nominal
amount of HRK 4 036,580 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 recelvables under the Share Transfer Agreement by a total of HRK 4,038 580 thousand in equity

Im 2006 and 2007, several companies, which are enumerated below, were merged ino the Company, and the
Company undenwent saveral changes in its status, all of which were registered at the Commercial Court in Zagreb.

Lpon the merges, the merged entities transferred all of their assets and liabilities to Zagrebalki holding as the
acquirer. Pursuant to the underlying merger agreements and the applicable provisions of the Companies Act, the
share capial of Zagrebadki holding was not increased by the share capital of each of the merged enlities because
it hedd the entire share capital in each of the entities,

In 2013 the Company defined a Demerger plan involving the establsshment of new companies and transfer of a
part of its assets and liabilities to the new companies, in accordance with the adopted stralegec highlights. Until the
end of 2013 the following operating units had been spun off. Water supply (a8 a result of the underlying changes of
Law on Waters, Official Gazette 153009, 63/11, 130011, 56M 3), Facility management, Construction and sake of
flats, and Publishing (as a result of the strategic focus to separate commercial operations from the communal
atlivities), resulting in the establishment of four new companies

Pursuant to the Decigion (Mo TI-13/25472-2) of the Commercial Court in Zagreb, dated B Movember 2013, the
demerger of the Company involving the establishment of the following new companies was entered into the Court
registry. Gradsko stambeno komunaino gospodarstvo d.o.o., Vodoopskrba | odvodnja doo., Zagrebafka
stanogradnja d.o.o., and AGM d.o.o.

As part of the demerger involving the establishment of the above-mentioned companies, the share capital was
distributed by reducing the share capital of the Company by HRK 2,089,128 thousand from HRK 4,208,629
thousand to HRK 2138 501 thowsand

Fallowing the Company's status changes and registration of new companies the Company concluded Contract on
transfer of business shares with City of Zagreb as transferor whereas the Company acquired for following
companies: Gradsko stambeno komunaine drustve doo, Vodoopskrba i odvodnja doo., AGM doo. and
Zagrebatka stanogradnja d.o.o. Business shares are transferred 1o the Company in the iotal amount of HRE
2,068,128 thousand which is the same as nominal value of share capital for each of above mentioned Companias.
Based on transfer of business shares receivabiles from City of Zagreb are tranfered to additional share capital of
the Company during the year 2013 as it is stated in Commercial Couwrt in Zagreb

Zagrebacki holding d o.0. and its subsidiaries, Zagreb 10



Motes to the consolidated financial statements of the Group (continued)
For the year ended 31 December 2013

1. GENERAL INFORMATION (CONTINUED)
Activities

At 31 December 2013 Zagrebadki holdimg doo, Zagreb (“the Company”) comprised the following business

umits/branches:
Mame af the branch: Haadguaren Farm of Prncipal actvily Cramearship Fileresl
grganisabon 013 202
Zagrebatki holding Avenna Vigkowar 41 limited Public transpart; watar 100% City  100%: Ciy
Lgbality supply; cleaning, wasbe of Zagred  of Zagreb
CoMpany eollection and daposal;
traved agency business
sports, facikty and real
astate managamen
1  Gradska groblja Mirogaj 10 pranch Fumeral and related services  100% Zg,  100% Zg
halding hioldang
z Cistota Radnitha B2 Branch Public area cleanng waste 100% Zg 100% Zg.
collection and disposal halding hilding
3 Zagrebacki elakiridn Ozalsia 105 branch Public passenger iraraport 100% Zg 100% Zg
HE LT hoiding hepiding
4  Zrinjevac Remaplinedia 92 branch Landscaping ard plant 100% Zg 100% Zg
growing haiding holding
5  Zagrebparking Subiteva 40 branch Public parivng iots and 100% Zg 100% Zg.
garages halding haldirsg
& ZFagrebadks ceste Danje Svetics 48 beaneh Regmnal and local road
managemant, mairenance  100% Zg 100% Zg.
and construclion hoiding healding
T Aubpbusm kolodvor Zagreb  Avenga M Drlica 4 branch B station 100% I 100% Zg.
heading halding
B Trinace Zagreb Subedava 40 Branch Wholesale and retail
markets. wanghousang and 100% Zg 100% Zg.
siniage holding halding
8 2G0OS Ledeni big 3 branch Wasie collechon and 100% Zg 100% Zg.
remaval hoiging halding
10 Zagrebacki digitaini grad Siavoreka avenia b branch Lease of IT cable and 100°% Zg 100% Fg
nEbwark §ysiems holtng halding
11 Stenogradra Bukpwatks 4 branch Flad consiructian and sale 100% Zg.  100% Zg.
holding hoiding
12 Upravkanje sponskim Trg K.Cosica 11 branch Sports faclity management  100% Zg 100% Zg
nbpaktima and mainbenance Faldirg hoiding
13 Robni terminall £agret Jafkomir 25 branch Warehousing T £g. 100°% Zg.
Palding holding
14 \iadimir Nazar Maigirnir 52 branch Travel agancy business 100% Zg 100% 2.
hilkding halding
15 Zagrabalki velesajarm Ay, Dubrovnik 15 branch ‘Oirganisation of fairs, 100% g 100% Zg.
CORGIESSAS, Saferiars hoiding healding

Zagrebatki holding d 0 0. and its subsidiaries, Zagreb 11



MNotes to the consaolidated financial statements of the Group (continued)
Far the year ended 31 Dacamber 2013

1 GENERAL INFORMATION (CONTINUED)
Activities [continued)

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

Mame of company Headguarnans Famrm Principl Betivity Crwnership intpresi
af
Ipansation ) 2013 i3
1 Gradska plinara Fagreb Radnitka 1 Irmited Gas distribution 100% Zg.  100% Zg
doo ligbality haiding halding
CoMpany
2 (Gradaka phnara Zagreb - Radridia 1 lrnesd Gas supply 100% I 100% Zg.
DOipshrba d o.a. liabality hoiding hailding
Company
3 Zagreb piakat d.o.o. Sawska cesta 1 mited Lease of adwertising space 51% Zg 51% Fg.
lability neidng heking
company
4 Gradska jekama Zagreb Kralja Orimlava naliution Drugstone 100 Zg 100% £
-] hiolding hakding
& Zagrebamnadoon Savaka cesia 1 Wmnited Spearts facikty management and 100% Zg 100% 2g
kabiny arganisation of sporting evenis hoiding hoiding
company
&  Gradsko stambens Saveka cesta 1 kmied Facilty managamant 100%
komunaing abilty Zg holding
gospodarstvo d oo company
T \Vodoopskrba i odvodnja  Folnegowdeva  Emiled Waler coliection, treatmant and 100%
d.8.8 1 habiley supgly Zg halding
cOmpany
& AGM doo Ahangwdeva imind Publishing 100%
28 RaDiliry Zg holgeng
SOmpanY
9 Zagrebatka Bukovalka miked Flat construction and sake 100%
stanogradnga d oo casia 4 fialiliy Zg holding
campany

In 2013 the Company defined a demerger plan four operating units had been spun off Water supply (as a result of
the underlying changes of Law on Walers), Facility management, Construction and sale of flats, and Publishing
(as a result of the strategic focus to separate commarcial operations from the communal activiies), resulting in the
establishmeant of four new companies.

Pursuant to the Decision (No TI-1325472-2) of the Commercial Court in Zagreb, dated 8 Movember 2013, tha
demerger of the Company involving the establishment of the following new companses was entered into the Court
registry: Gradsko stambeno komunaino gospodarstvo doo, Vodoopskrba | odvodnja doo. Zagrebatka
stanogradnja d o.o., and AGM d 0.0

Zagrebatki holding d.0.0. and its subsidiaries. Zagreb 12



MNotes to the consolidated financial statements of the Group (continued)
For the year ended 31 December 2013

1. GENERAL INFORMATION [CONTINUED)
Principal activities

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

Cleaning and waste removal services

Fublic passenger Iransport Senices

Water collection, treatment and supply

Landscaping and plant growing

Managemeni, maintenance, construction and protection of regional and local roads
Clearing and wasie removal Senices

Gas supply and distribution

Drugstore

Warehousing and rental services

Flat, business premises and garage comstruction and sale
Oither sarvices

:I"I‘.'I._"ll'hﬂ.l!:'lﬂ'_ﬂ

At 31 December 2013, the Group had 12,229 employees (31 December 2012: 12 575 employees), as presented
below:

Mo, of staf Ma. of staff
Group
£12.|2'D13 Ji22012
Zagrebacki holding d 0.0, B, 8B5S 11,620
Subsidianes 2,370 955
12,229 12,578

Zagrebalki holding d.o.o. and its subsidiaries, Zagreb 13



Notes to the consolidated financial statements of the Group (continued)

For the year ended 31 December 2013

1. GENERAL INFORMATION (CONTINUED)

Directors and management

The members of the Management Board of Zagrebadki holding d oo, were as follows

2013

1 ve Covié, President of the Management Bord wntil 30 June 2013

2 Vigsta Pavié, Member until 30 June 2013
3 Alenka Kodisa Cigin-Sain, Member until 30 June 2013

4 Tomislav Culo, Member until 30 June 2013

§ Stobodan Ljubitic, president of the Management Bord from 1 July
2013

B. lvan Tolit, Member from 1 July 2013

7. Ante Samodol, Mamber from 1 July 2013 wnbil 12 May 2014
8. Daniela Franid, Member from 1 July 2013

8. Zdenko Milas, Member from 2 July 2013

10. Mike Modiko Lakod, Member from 17 Juhy 2013

11. Darija Jurica WVukowic, Membar from 17 July 2013

Subsidiaries

1. Gradska plinara Zagreb d.0.0.

2. Gradska plinara Zagreb Opskrba d.o.o.

3. Zagreb plakat d.0.0.

4. Zagreb arena d.0.0.

5. Gradska ljekama Zagreb

6. Gradsko stambeno komunaino gospodarstvo d.o.o
7. Vodoopskrba | odvodnja d oo

8 AGMdoo

9. Zagrebatka Stanogradnia d.o.o

2012

1 vo Cowvié, President of the
Management Board

2 Branimir Deké, Member wntil 12
Ociober 2012

3 Viasta Pavic, Member

4 Alenka Kodisa Citin-5ain, Member
& Tomislav Culo, Member since 12
Ociober 2012

Director as at 31 December 2013

Ante Dodig

Miroslav Jarkowvic

Bosiljka Grbadid, Lovorko Mamid
Tomislav Pervan

Mila Bucalic

Jodko Jakelic

Stefica Mihalic

Svietlana Dizdar

Dansela Franié

Zagrebaéki holding d.o.c. and its subsidiaries, Zagreb
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Motes to the consolidated financial statements of the Group (continued)
For the year anded 31 December 2013

1. GENERAL INFORMATION (CONTINUED)
Directors and management [continued)

Members of the Supervisory Board of Zagrebaéki holding during 2013 were as follows

1. Mato Crkvenac, President (untd 30 July 2013)

2. Marudka Vizek, Vice President (since 28 February 2012)

3. Hrvoje Simovié, Member (since 28 February 2012)

4 Nina Tepe&, Member (until 30 July 2013}

5. Viado Leko, President (since 1 July 2013 until 21 October 2013)
6. Mirna Situm, Vice President (since 1 July 2013)

7. Vida Demarin, Member (since 1 July 2013)

B. Gojko Bedovan, Member (since 1 July 2013)

8. Ivan Ski¢, Member (since 1 July 2013)

10. Davor Stern, Member (since 1 July 2013)

Members of the Supervisory Board of Zagrebalki holding d.o.0. during 2012 were as follows:

1. lvo Drudié, President (until 28 February 2012)

2. Josip Kregar Vice President (until 28 February 2012)

3. Andelka Buneta, Member (until 28 February 2012)

4. Dragan Kovalevic, Member (until 1 May 2012

5. Mato Crkvenac, President (since 28 February 2012)

6. Marugka Vizek, Vice President (since 28 February 2012)
7. Hrvoje Simovié, Member (since 28 February 2012}

B. Nina Tepe&, Member (since 28 February 2012)

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

15



MNotes to the consolidated financial statements of the Group (continued)

For the year ended 31 December 2013

1. GEMERAL INFORMATION (CONTINUED)

Directors and management (Continued)

The only member of the Assembly is City of Zagreb, and representatives of member during 2013 were as follows:

Mihaela Grubisi¢ Seba (since 18 June 2013)
Burdica Jurnié (since 19 June 2013)

Viktor Golovac (since 18 June 2013)

Milan Bandid (since 19 Jure 2013)

Sandra Svaljek (since 28 June 2013)

Slavko Kogic (since 28 June 2013)

& ot B W R =

The only member of the Assembly is City of Zagreb, and representatives of member during 2012 were as follows:

1 Davor Bernardi (until 27 September 2012)
Z Dragan Korolija-Marinic (until 27 September 2012)

3 Zvane Brumnid (until 27 September 2012)

4 Dragan Vult (until 27 September 2012)

5 Jurica Mesit (until 27 September 2012)

& Tatjana Holjevac (until 27 September 2012)

7 Vesna Brezit (untl 27 Seplember 2012)

8 Danira BikE (wntl 2T September 2012)

2 Velimir Snéa (until 24 September 2012)

10 Jozo Radod {until 24 September 2012)

11 Darinko Kosor (until 27 September 2012)

12 Nenad Mati¢ (since 24 May 2012 until 27 September 2012)

13 Dragan Kovatevit (since 24 May 2012 until 27 September 2012)
14 Mihaela Grubi$it Seba (since 27 September 2012)

15 Burdica Jurié (since 27 September 2012)

16 Vikior Gotovac (since 27 September 2012)

Zagrebacki holding d.0.0. and its subsidiaries, Zagreb

16



MNotes to the consolidated financial statements of the Group (continued)
Fior the year ended 31 December 2013

2. ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS

Standards and Interprefations effective in the current perod

The following amendments to the existing standards issued by the International Accounting Standards Board and
adopted by the ELU are effective for the current panod:

+ IFRS 13 "Fair Value Measurement”, adopted by the EU on 11 December 2012 (effective for annual perods
beginning an or aftér 1 January 2013),

= Amendments to IFRS 1 "First-time Adoption of IFRS™ - Severe Hyperinflation and Removal of Fixed
Dates for First-time Adopters, adopted by the EU on 11 December 2012 (effective for annual periods
beginning on or after 1 January 2013),

+ Amendments to IFRS 1 "First-time Adoption of IFRS" - Government Loans, adopted by the EU on 4
March 2013 [effective for annual pericds beginning on or after 1 January 2013),

= Amendments to IFRS T “Financial Instruments: Disclosures” - Offsetting Financial Assels and Financial
Liabilities, adopted by the EWU on 13 December 2012 (effectve for annual pericds baginning on or after 1
January 2013),

= Amendments to IAS 1 “Presentation of financial statements” - Presentalion of Hems of Other
Comprehensive income, adogled by the EU on 5 June 2012 (effective for annual pariods beginning on or
after 1 July 2012),

=  Amendments to IAS 12 “Income Taxes™ - Deferred Tax: Recovery of Underying Assets, adopted by the
EU on 11 December 2012 (effective for annual periods beginning on or after 1 January 2013),

+ Amendments to IAS 18 “Employee Benefits” - Improvements o the Accounting for Post-employment
Benefits, adopted by the EU on 5 Juna 2012 (effective for annual periods beginning on or after 1 January
2013),

« Amendments fo varlous standards “Improvements to IFRSs (2012)" resulting from the annual
improvernent project of IFRS published on 17 May 2012 (IFRS 1, IAS 1, IAS 16, IAS 32, 1AS 34) primarily with
a view to removing inconsistencies and clanifying wording, adopted by the EU on 27 March 2013
(amendments are to be applied for annual penods beginning on or after 1 January 2013),

= IFRIC 20 “Stripping Costs in the Production Phase of a Surface Mine” adopled by the EU on 11
December 2012 {effective for annual periods beginning on or after 1 January 2013)

The adoption of these amendments to the existing standards has not led 1o any changes in the Entity's accounting
policies.

Zagrebadki holding d.o.o. and its subsidianes, Zagreb 17



MNotes to the consolidated financial statements of the Group (continued)
For the year ended 31 December 2013

2. ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS
{CONTINUED)

Standards and Interpretations issued by |ASB and adopted by the EU but not yet effective

At the date of authonsation of these financial statements the following standards, revisions and imterpretations
adopted by the EU were in issue but not vet effective;

= IFRS 10 "Consolidated Financial Statements”™ adopted by the EU on 11 December 2012 [efective for
annual pericds beginning on or after 1 January 2014),

* [IFRS 11 “Joint Arrangements”, adopted by the EU on 11 December 2012 (effective for annual periods
beginning on or after 1 January 2014),

= [FRS 12 “Disclosures of interests in Other Entities™, adopied by the EU on 11 December 2012 (effective
for annual perods beginning on or afler 1 January 2014),

= IAS 27 (revised in 2011) “Separate Financial Statements”, adopted by the EU on 11 December 2012
{effective for annual peripds beginning on or after 1 January 2014},

= |AS 28 (revised in 2011) “Investments in Associates and Joint Ventures®, adopted by the EU on 11
December 2012 (effective for annual periods Deginning on or after 1 January 2014),

=  Amendments to IFRS 10 "Consolidated Financlal Statements™, IFRS 11 "Joint Arrangements” and
IFRS 12 "Disclosures of Interests in Other Entities" - Transition Guidance, adopted by the EU on 4 Apnl
2013 [effective for annual perods beginning on or afler 1 January 2014),

= Amendments to IAS 32 “Financial instruments: presentation” - Offseting Financial Assels and Financial
Liabilities, adopted by the EU on 13 December 2012 (effective for annual periods beginning on or after 1
January 2014)

+  Amendments to IAS 36 "Impairment of assets”™ - Recoverable Amount Discloswres Tor Mon-Financial
Agsats (affactive for annual pericds beginning on o afler 1 Januarny 2014),

= Amendments to IAS 39 “Financial Instruments: Recognition and Measurement” — Movation of
Derivatives and Continuation of Hedge Accounting (efective for annual periods beginming on or after 1
January 2014).

The Entity has elected noi to adopt these standards, revisions and imterpretations in advance of their efective
dates,

Zagrebathki holding d.0.0. and its subsidiaries, Zagrab 18



Notes to the consolidated financial statements of the Group (continued)
For the year ended 31 December 2013

2. ADOPTION OF NEW AND REVISED INTERNATIOMAL FINANCIAL REPORTING STANDARDS
[CONTINUED)

Standards and inferpretations issued by IASB but not yet adopied by the EU
Al present, IFRS as adopted by the EU do not significantly differ from reguiations adopted by the International

Accounting Standards Board (JASE) except from the following slandards, amendments to the existing standards
and interpretations, which were noi endorsed for use as at 10 June 2014

IFRS 8 ‘Financlal Ingtruments’ and subsequent amendments [effective date was not yet determined),
= |FRS 14 'Reguiatory Deferral Accounts’ [effective for annual periods beginning on or after 1 January
2016),

* Amendments to IAS 19 ‘Employee Benefits’ under the heading ‘Defined benefit plans: the payment of
contributions by emplovees (effective for annual periods beginning on or after 1 July 2014),

+  Amendments to various standards ‘Improvements to IFRSs (cycle 2010-2012)" resulting from the annual
improvement project of IFRS (IFRS 2, IFRS 3, IFRS 8, IFRS 13, IAS 16, IAS 24 and IAS 38) primarily with a
view o removing inconsistencies and clanfying wording (amendmenis are to be applied for annual periods
begnning on or after 1 July 2013),

= Amendments to various standards ‘Improvements 1o IFRSS (cycle 2011-2013)" resulting from the annual
improvement project of IFRS (IFRS 1, IFRS 3, IFRS 13 and IAS 40) pnimarily with a vew 1o remaving
inconsistencies and clanfying wording (amendments are 1o be applied for annual periods beginning on or
after 1 July 2014),

« |FRIC 21 "Levies" (affective for annual periods baginning on or after 1 Janwary 2014)

The Management Board anticipates that the adoplion of IFRS 8 "Financial Ingfruments” will have a material impact
on the measurement and disclosure of financial statements and the adoption of IFRS 12 “Disclosure of inlerast in
Other Entities” and IFRS 13 “Fair Valve Measurement” will result in more detailed disclosures in the consolidated
financial statements

The Management Board anticipates that the adoption of IFRS 10 "Consolidated Financial Slalements” IFRS 11
“aint Arrangements " will not have a material impact on the consolidated financial statements of the Group in the
period of their adoption.

It also anticipates that the adopton of the above-mentioned amendments to WS 32 and IFRS 7 will result in
enhanced disclosures about the offsetting of financial assets and financial liabilites in the future. In addibon, the
Management Board considers that IFRIC 20 will have no impact on the consobdated financial staternents of the
Group because the Group is not engaged in the activibes of this nature

Zagrebadki holding d.o.o. and its subsidiaries, Zagrab 19



Motes to the consolidated financial statements of the Group (continued)

3.  SIGNIFICANT ACCOUNTING POLICIES

al Statement of compliance

The consolidated financial statements are prepared in accordance with Imlernational Financial Reporting
Standards adopted by Eurocpean Unéon

b} Basis of preparation of the consolidated financial statements

The accompanying consolidated financial statements comprise the financial statements of the Company and the
entities controlled by it, i.e. its subsidianes. Control is achieved when the Company

= has power over the invesies,

= g exposed, or has rights, 1o vanable returns from ils involvement with the investee and has the ability to use
its power 1o affect its returns.

= The Company reassesses whether or not it controls an invesiee if facts and circumstances indicate that
thire arg changes to oné or more of the threa elements of control listed above

Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and ceases when the
Company loses control of the subsidiary, Specifically, income and expenses of a subsidiary acquired or disposed
of during the year are included in the consolidated statement of profit or loss and other comprehensive income
from the date the Company gains control unil the date when the Company ceases to control the subsidiary

Profit or loss and each component of other comprehensive income are aftributed to the owners of the Company
and to the non-controlling interests. Total comprehensive income of subsidianes is atributed 1o the owners of the
Company and to the non-controlling interests even if this results in the non-controlling interests having a deficit
balance,

When necessary, adjustments are made to the financial staternents of subsidianes 1o bang their accounting
policies into line with the Group's accounting polices. All intragroup assets and liabdibes, equity. incorme, expenses
and cash flows relating o transactions between members of the Group are eminated in full on consolidation

The consolidated financial statements of the Group have been prepared under the historical cost bass, axcept for
certain mon-current assets, which are stated af revalued amounts, as disclosed i Noles 17 to the financial
statements

The preparation of the consolidated financial statements in accordance with IFRSs requires from management to
make estmates and assumptions that affect the application of accounting policies and reported amounts of assets
and liabilities, and revenues and expenses. The areas involving a higher degree of judgement or complexity, or
areas where assumplions and estmates are significant to the consolidated financial statemants are disclosed in
Mofe 3x.
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Notes to the consolidated financial statements of the Group (continued)
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
cl Reporting currency

The consolidated financial statements of the Group are prepared in Croatian kunas. All amownts disclosed in these
financial siafements are presented in thousands of kunas unless stated otherwise. At 31 December 2013, the
official exchange rate of the Croatian kuna against 1 euro and 1 US doflar was HREK 7637643 and HRK 5549000,
raspectively (31 December 2012: HRK T.545624 for 1 ELUR and HRK 5. 726754 for 1 US dollar).

d)  Intangible assets

Compiser soffware

Software licences are capitaiised based on the cost of purchase and bringing software inlo a warking condition for
its intended use. The cost is amonised over the useful life of an asset

infermnailly generated infangible assels — eseanch and developmen expendiune

Expenditure on research activities s recognised as an expense in the penod in which il s ncurmed. An intemally-
generated intangible asset angzing from development (or from the development phase of an intermal project) is
recognised if, and anly o, all of the following have been demonstrated

= e lechnical feasibiity of completing the intangible asset so that it will be availabla for use or sale;
= e mbenbion (o compléte the intangibie assel and wuse or sl i,

= the ability 1o use or sell the intangible assel.

= e mbenbion o compléte the intangible assal and use or 5eil it

= how the intangsble assat will generate probable future economic benefits;
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MNotes to the consolidated financial statements of the Group (continued)
For the year ended 31 December 2013

i SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

d}Intangible assets (continued)
Intarally generaled inlangible asseis — research and development expendiure (confinued)

= [he availabilty of adequate technical, financial and cther resources to complete the development and to
use or sell the intangible assat and
+ the abiity to measure reliably the expendifure atinbutable to the intangible asset during its development.

The amount indtially recognised for an intemally-generated intangible asset is the sum of the expenditure incurred
from the date when the intangible asset first meets the recognition criteria listed above. Where no internally-
generated intangible asset can be recognised, development expenditure is recognised in profit or koss in the period
in which il is incurmed.

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

1] Property, plant and equipmeant

Buildings held for use in the production or supply of goods or services, or for administrative purposes. are stated in
the staterment of financial position at cost, and land is carried at revalued amount being the fair value at the date of
revaluation, less any subsequent accumulated depreciation and subsequently accumulated impairment losses
Revaluations are performed with sufficient regularity such that the camying amounts do not differ materially from
those that would be determined using fair values at the end of each reporting period

Any increase ansing on the revaluation of such land is recognised in other comprehensive income, except 1o the
extent that it reverses a revaluation decrease for the same asset previously recognised in profit or loss, in which
case the increase is credited io profit or loss to the extent of the decrease previcusly recognised. A decrease in
the camrying amount arising on the revaluation of such land is recognised in profit or loss to the extent that it
exceeds the balance, if any, held in the properties revaluation reserve relating to a previous revaluation of that
asset
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MNotes to the consolidated financial statements of the Group (continued)

3 SIGHIFICANT ACCOUNTING POLICIES (CONTINUED)

a) Property, plant and equipment (continued)

Properties in the course of constructon for production, supply or adminisirative purposes of purposes not yet
defined are camied at cost, less any recognised impairment loss. Cost includes professional fees and, for
qualifying asseis, bormowing costs capitalised in accordance with the Group's accounting policy. Depreciation of
these assets, which is provided on the same basis as for other properties, commences when the assets are ready
for their intended usa.

Freehold land is not depreciated

Installations and equipment are recognised initially al cost less accumulated depreciation and accumulated
impairment losses

Depraciation is provided o as o write down the cost or revalued amount of an asset over the estimated useful life
of the ssset using the straight-line method. The estimated usefiud life and amortisation method are reviewad at the
end of each annual reporting peniod, with the effect of any changes in estmate being accounted for on a
prospective basis.

Assels held under finance leases ane dupm:ialud vl thesr a:p&::h&d usaful lives on the same basis as owned
assets or, where shorter, the term of the relevant lease

Any gan or loss ansing on the disposal or retirement of an item of property, plant and equipment 5 determined as
the difference between the sales proceeds and the carrying amount of the asset and recognised in profit or loss.

Property, plant and equipment are depreciated using the straight-line method at the rates ranging from 1,25% to
25% annuwally, over the fallowing useful lives

2013 2012
Buildings 20-B0 yaars 20-80 years
Wehicles 4-20 years 420 years
Plant and equipmeant 4-10 years 4-10 years
Office squipment 4-5 years 4-5 ymars

Residual value is calculated on prices prevailing at the dafe of acquisition or revaluation.
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Notes to the consolidated financial statements of the Group (continued)
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
¢)  Property, plant and equipment (continued)

Assets under consiruction comprise costs directly related to construction of fangible fixed assets plus an
appropriate allocation of variable amd fived owerheads that are mcurred dunng construction. Assets wnder
construction are depreciated once they are ready for use, Costs incurred in replacing major portions of the Group's
facilities, which increase their productive capacty or substantially extend their useful life, are capilalised.
Maintenance, replacement or partial replacement ©osts are rnecognised as expenses in the penod in which they are
ImCurred,

Impairnent of tangibie and intangible assets

Al sach reporling date the Group reviews the carrying amounts of its tangsble and intangible assets to defermine
whelher thare i5 an indication that the assets may be impaired. If any such indication exisis, the recoverable
amount of the asset is estimated to determine the polential impairment loss. Where it i3 not possible 1o estimate
the recoverable amount of an individual asset, the Group estimates the recoverable amount of the cash-generating
umit o which the asset bedongs.

Recoverable amouwnt is the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted 1o their present value using a pre-tax discount rate that reflects currant
market assessments of the time value of money and the rnsks specific to the asseat for which the estimates. of future
cash flows have not been adjusted

if the recoverable amount of an asset (or a cash-generated unit) is estimated to be less that its carrying amount,
the carmiing amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss
1% recognised mmediately as an expense, unless the relevant asset is land or a building other than an investmeant
properly carried al a revalued amount, in which case the impainment loss is treated as a revaluation decrease,

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is
increased to the revised estmate of its recoverable amount, but so that the increased carrying amount does not
excead the carmyng amount that would have been determined had no impairment loss been recognised for the
asset (or cash-generating unit) in prior years, A reversal of an impairment loss is credited immediately to income,
unless the relevant asset is camied at a revalued amount, in which case the reversal of the impairment loss is
treated as a revaluation increass
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Motes to the consolidated financial statements of the Group (continued)
For the year anded 31 December 2013

3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
f Investmant properties

Imvestment property represents property (land) held by the Group for increasing its market value, Investment
property i measured nitially al cost. Subsaquent 1o initial recogniton, investment properties are measured at fair
value, Gaing and losses arising from changes in the fair value of investment properties are included in profit or loss
for the period in which they arise.

Imvesiment properties are derecognised om sale or parmanend withdrawal from use, as well as when no future
economic benefits from their disposal are expected. Any gain or loss arising from derecognition of an item of
invastment property. measured as the difference between the net disposal proceeds and the carrying amount of
the asset, is recognised in profit or loss when the ilem is derecognised.

Dwring 2013 investment properties were remeasured at fair value on the basis of appraisals by a cerified property
appraisal expert, upon which the losses resulting from the change in the fair values were included in the staterment
of comprehengive income for the year 2013 (Note 18)

gl  Mon-current financial assets

The Group classifies its financial assefs into the following categones: financial assets at fair value through profit ar
loss (FWTPL). kboans and receivables, held-to-maturity investments and financial assets available for sale

Effective interes! mathod

The effective interest method is a method of calculating the amorised cost of a financial asset and of allocating
interest income over the relevant penod. The effective inferest rate is the rate thatl exactly discounts estimated
future cash receipts (including all fees on points paid or received that form an integral part of the effective intarest
rate, fransacton costs and other premiums or discourds) through the expacted life of the financial asset, or, where

appropriate, a shores pericd,

Income is recognised on an effective interest basis for debt instruments other than financial assets designated as
at FWTRL.
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Notes to the consolidated financial statements of the Group (continued)
Far the year ended 31 December 2013

a)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Non-current financial assets (continuwed)

Financial assets at fair value through profit or loss (FVTPL)

Finamcial assets are classified as at FWVTPL when a financial asset is either held for trading or i is designated as at

FVTPL.

A financiael asset is classified as heldd for trading if:

it has been acquired principally for the purpose of selling in the near future, or

it is a part of an igentified portfolio of financial instruments that the Group manages together and has a
recent aclual pattern of short-term profit-taking, or

is a derivative not designated or effective as a hedging instrument

A financial liability other than a financial kabdity held for trading may be designated as at FVTPL upon initial
recognition if:

such designation eliminates or significantly reduces a measurement or recognition mconsistency that
would otherwige arise; or
the financial Kabibty forms part of a group of financial assets or financial labilities or both, which is
managed and ifs performance is evaluated on a fair value basis, in accordance with the Group's
documented risk management or investment strategy, and information about the grouping is provided
internally cn that basis; or
it forms part of @ contract containing one or more embedded derivatives and IAS 39 Financial
Instruments: Recognition and Measurement permits the entire combined contract (asset or Rability) to be
designated as at FVTPL.

Financial assets at FWVTPL are stated at fair value, with any gains or losses ariging an remeasurement recognised
in prafit or loss. The net gain or loss recognised in profit or loss incorporates any interest paid on the financial
liability and is included in the ‘other gaing and losses’ line iem i the statement of comprahensive income.

Zagrebatki holding d.0.0, and its subsidiaries, Zagreb 26



Motes to the consolidated financial statements of the Group (continued)
TS yosr i 31 Deosmiber 3112

-8 SIGHIFICANT ACCOUNTING POLICIES (CONTINUED)
al Non-current financial assets (continuwed)
Held-to-maturity (HTM) investments

Bills of exchange and debentures with fiued or determinable payments and fixed maturities dates that the Group
has the positive intent and ability to hold to maturity are classified as hebd-to-matunty investments. Held-1o-maturity
investments are recorded at amortised cost using the effective interest method less any impairment. with revenue
recognised on an effective yield basis.

Financial il

Listed shares and ksted redeemable notes held by the Group that are trade in an active market are classified as
available for sale and stated &t fair value. The Group also has investments in unlisted shares that are not traded n
an active market but are classifed as financial assets available for sale and carried at fair value because the
management considers that their fair value can be determined reliably. Gains and losses arising from changes in
the fair value are recognised im other comprehensive mcome and accumulated in equity within investment
revaluaton reserve, except for impairment losses, inferest defermined using the effectve interest rale and
exchange differences on monetary assets which are recognised in profit or loss. Where the investment is disposed
of or is determined to be impaired, the cumulative gain or loss previously recogmised in the investments
revaluation reserse is included in profit or logs for the period

Dividends on AFS equity instruments are recognised in profit or loss when the Company’s right to receive the
dividends is established.

Loans and receivables

Trade, loan and other receivables with fixed or determinable payments that are not quoted an an active market are
classified as Ipans and receivables and measured at amortised cost using the effectve interest method, less any
impairment losses. Interest income is recognised by applying the effective interest rate, except for shori-term
receivables when the recognition of inferest would be immaterial.

The fair value of AFS monetary assets denominated in a foreign currency is determined in that foreign currency
and translated at the spot rate at the reporting dale. Exchange differences anisen on translation and recognised in
profit or loss are determined on the basis of the amortised cost of the monetary asset. Other exchange differences
are recognised in other comprehensive income,

Zagrebatki holding d.0.0. and its subsidiaries. Zagreb 27



Notes to the consolidated financial statements of the Group (continued)
Faor the year ended 31 Deacamber 2013

3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

gl Non-current financial assets (continued)
impairment of fnancial assels

Financial assets, other than those at fair value through profit or loss reported in the statement of comprehensive
income, are assassed for indications of impairmeant at each reporting date. Financial asseis are impaired where
there is objective evidence that, as a result of one or more events that occurred after the initial recognition of the
financial asset, the estimated future cash flows of the investment hawe been impacted

For unlisted shares classified as AFS, a significant or prolonged decling in the fair value of the securty Delow its
cost is considered 1o be objective evidence of impairment.

For all other financial assets, mcluding redeemable nofes classified as AFS and finance lease receivables,
objective evidence of impairment could include:

= significant financial difficulty of the issuer or counterparty o

= default or delinquency in inlerest or principal payments or
= |l becoming probable that the bormower will @ntér bankruptcy ar fimancial restructuning

For certain categones of financial asset, such as trade receivables, assets that are assessed not to be impaired
indwidually and subsequently assessed for impairment on a collective basis, Objective evidence of impairment for
a portfolio of receivables could include the Group's past experience of collecting payments, an increase in the
number of delayed payments in the portfolio past the average credit period of 60 days, as well as observable
changes in national or local economic conditions that comelate with defaull on recevables

For financial assets carmed af amodised cost, the amount of the impairment is the difference between the asset's
carrying amount and the present value of estimated future cash flows, discounted at the financial asset's oniginal
effective interest rate.

The carrying amount of the financial asset i reduced by the impairment loss directly for all financial assets with
the exception of trade receivables whire the carmying amount is reduced through the wse of an allowance account
When a trade receivable is considered uncollectible. it is written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited against the allowance account. Changes in the carrying
amount of the allowance account are recognised in the statemeant of comprehensive income.
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MNotes to the consolidated financial statements of the Group (continued)
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

i} Trade receivables and prepayments

Trade deblors and prepayments are shown al amounts invesced in accondance with the underlying agreament,
order, delivery mote and other documents serving as the biling basis, net of allowance for uncollectible amounts.

The Management provides for bad and doubfful receivables past due beyond one year, and on the basis of the
overall ageing structure of all receivables, as well as by reviewing individual significant amouwnts recenable.

il Inventories

Inventories comprise mainly spare paris, matenals, work in progress and finished products and ane carmed al the
lower of weighted average price, net of allowance for obsolete and excessive inveriones, and nel realisable value
Management prowvides for inventories based on a review of the overall ageing of all inventories and a specific
review of significant individual items included in inveniones, Inventories of work in progress and finished produects
are cammed at the lower of production cost and the net seliing price

k)  Foreign currencies

The financial statements of the Group ane presanted in the cumency of the primary econgmic emaranment in wiich
the Group operates, ie. its functional currency. Non-monetary items carmed at fair value that are denominated in
foreign curencies are refranslated at the rates prevailing on the date when the fair value was datermined. Mon-
monetary iems that are measured in terms of hisloncal cost in a foreign currency are not ratransiated

Exchange differences ansing on the settiement of monetary items, and on the retranalation of monetary items, are
included in the statement of comprehensive income for the period. Exchange differences arising on the
retranslation of non-monetary dems carried at fair value are included in the stalement of comprehensive income,
except for differences arising on the retransiation of non-monetary dems available for sale in respect of which
gains and losses are recognised directly in equity. For such non-monetary items, any exchange component of that
gaIn or oSS s akso recognised directly im eguity

i) Retirement, jubilee awards and solidarity support
For defined benefit retirement benefit plans. the cost of providing benefits is determined using the Projected Unit
Credit Method, with acluarial valuations being carried out at each reporting date Actual gains and losses are

reécagnised in the peniad in which they arise

Past service cost is recognised immediately to the extent that the benefits are already vested. Otharwise, it is
amartised on @ straight-ine basis over certain period until the benefits become vested
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Notes to the consolidated financial statements of the Group (continued)
Furtrm_mrgn:!ud 1 Decembar 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

1y Retirement, jubiles awards and solidarity support (continued)

The retirement benefit obligation recognised in the statement of financial position represents the present value of
the defined benefit obligation as of the reporting date, adjusied by aciuarial gains and unrecognised past service
cosl.

The Group provides one-off long-service benefils (jubilee awards), solidanty support (in case of death of the
employee, the death of & close family of workers, disability, purchasing medical supplies, for the birth of the child,
sick leave longer than B0 days, etc ), and retirement benefils o its employees. The obligation and the cost of these
benefits are determined wsing the Projecied Unit Credit Method. The Projected Unit Credit Method considers each
period of service as gnang rise to an addiional unit of baneft entilement and measures each unit separately to
build up the final obligation, The retirement benefit cbligation is measured at the present value of estimated future
cash fiows using a discount rate that is similar to the interest rate on government bonds where the currency and
terms of the government bonds are consistent with the currency and estimated terms of the benefit obligaton

m}  Income tax
Income tax expense represents the sum of the tax currently payable and deferred tax.

Current fax

The tax currently payabile is based on taxable profit for the year Taxable profit differs from the net profit reported in
the statement of comprehensive income because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are not taxable or deductible. The Group's liability for
current tax is calculated using tax rates that have been enacted or substantively enacted by the reporting date.

Daformed fax

Deferred tax is the tax expected io be payable or recoverable on differences between the carrying amount of
assets and kabikties in the financial statements and the comesponding tax basis used in the computation of taxable
profit, and is accounted for using the balance sheet liability method Deferred tax liabilities are generally
recognised for all taxable temporary differences, and deferred tax assets are recognised to the extent that it is
protable that taxable profits will be available against which the deductible lemporary differences can be utilised.
Such assets and liabilities are not recognised if the temporary difference arses from goodwill or from the initial
recognition (other than in @ business combination) of other assets and liabilities in a transaction that affects neither
the taxable profit mor the accounting profit.

Detferred tax liabilities are recognised for taxable temporary differences associated with investments in subsidiaries
and associates. and interests in joint veniures, except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary difference will not reverse in the foresesable future.
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Motes to the consoclidated financial statements of the Group {continued)
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

m)  Income tax (continued)
Deferrod fax foonlinuead)

The carmying amount of deferred tax assets is reviewed at each reporting date and reduced 1o the extent that if is
no longer probable that sufficient taxable profit will be available o allow all or a part of the asset to be recovered.

Deferred tax asseis and liabilities are measured at the tax rates that are expected to apply in the period in which
the liability is settled or the assel realsed, based on iax rates (and fax laws) that have been enacied or
substantively enacted by the reporting date. The measurement of deferred tax liabilities and assets reflects the
amount that the Company expects. at the end of the reporting penod. to recover or settle the canrying amount of its
assets and liabdibes,

Deferred tax assels and liabilites are offset when there is a legally enforceable right to set off current tax assets
against current fax liabilities and when they relate 1o income taxes levied by the same taxation authonty, and the
Group intends to sellle is cument tax assets and liabilities.

Current and defermed faxes for the penod

Deferred tax is charged or credited fo the statement of comprehensive income, excapt when it relates to items
charged or crédited directly to equity, or where it arises from the initial accounting of a business combination, in
which case 1% also recognised in equity

Value-added tax (VAT)

The Tax Awuthorities require that WAT is setbed on a net basis. VAT on sale and purchase fransactons s
recogrised in the balance sheet on a net basis. If a frade deblor is impaired. the related impairment loss is
included in the gross amaount of the debtor, which includes VAT

nj Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a past
event and it is probable (e more likely than not) that an outflow of resources will be required to settle 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 cument best estimate. Where the effect of discounting is material,
the amount of the provision is the present value of the expenditures expected to be required o settie the
obligation, determined using the estmated risk free interest rate as the discount rate Whare 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 to reflect the passage of time
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Motes to the consolidated financial statements of the Group (continued)
For the year ended 31 December 2013

k- SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

n) Provisions (continued)

A rastructuring prowvision is recognisad when the Group has developed a detailed foemal plan for the restructuring
and has communicated it to thosa affected by the plan.

The amownt recognised as a provision is the best estmate of the consideration required to seitie the present
cbligation at the reporting date, taking into account the risks and wncertainties surrounding the cbligation. Where a
provision is measured using the cash flows estimated to settle the present obligabion, its carrying amount is the
present value of those cash flows,

Ywhen some or all of the economic benefits required to seftle a provision are expected 1o be recovened fram a third
party, the receivable is recognised as an assel if it is vireally certain thal resmbursement will e receved and the
amount of the receivable can be measured reliakbily

o)  Borrowing costs

Borrowing costs directly atfributable to the acquisition, construction or production of qualifying assets, which are
assets thal necessarily take a substantial pericd of time to get ready for their intended use or sale, are added 1o
the cost of those assets, until such time as the assets are substantially ready for their intended use or sale
Investment incoma eamed on the temporary investment of specific bomowings pending their expendiure on
qualitying assats is deducted from the bomowing costs eligible for capitalisation

All other borrowing costs are recognised in net profit or koss for the penod in which they are incurred.

Short-term bormowings and supplier credits ane recognised at the onginal amount less balances repaid. Interast
expense is charged to the stalement of comprehensive income for the period to which the interest relates

pl  Financial liabilities and equity instruments issued by the Group
Classification as debd or equily

Debt and equity instruments are classified as either financial liabilibes or as equity in accordance with the
substance of the confractsal arangement.

Zagrebacki holding d 0.0. and its subsidiaries, Zagreb h 3;‘!



Motes to the consolidated financial statements of the Group (continued)
Far the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

pl Financial liabilities and equity instruments issued by the Group (continued)
Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all
of its labdites. Equity instruments issued by the Group are recorded at the proceeds received, net of direct issue
Cosls.

Obligations under financial guararmes contracts

Financial guarantee confract obligations are measured initially at their fair values and are subsequently measured
at the hagher of:

= the amount of the pbligation under the contract, as determined in accordance with IAS 37 Provisions,
Contingent Liabilties and Contingent Assets, and

«  the amount initially recognised less, wharns appropriale, cumulative amorhsation recognised in accordance
with the revenue recognition policies

Fi al Febiitias
Financial liabilities are classified as either financial liabilittes at FVTPL or other financial liabilities.
Fimancial Fabiifties ait fair valse through prodit or loss (FYTPL)

Financial liabdibes are classified as at FVTPL where the Bnancial kabilty is either held for trading or it is
desagnated as al FVTPL.

A financial liability is classified as held for trading if:

= it has been acquired principally for the purpose of selling in the near future or

# it is a parl of an identified porifolio of financial instruments that the Group manages together and has a
recent actual pattern of shor-term profit-taking or

» it is a derivative that is not designated and effective as a hedging instrument
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Motes to the consolidated financial statements of the Group (continued)
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

[+1] Financial liabilities and equity instruments issued by the Group (continuaed)
Financial ¥abiities at fair value throwgh profit or loss (FYTPL) (cofdinudd)

& financial liability other than a financial lability held for frading may be designated as at FYTPL upon initial
recognition if:

« such designation eliminates or significantly reduces a measurement or recognition nconsistency that
would othenwise arise or

= the financial liability forms part of a group of financial assets or financial liabllities or both, which is
managed and its performance is evaluated on a fair value basis, in accordance with the Group's
documented risk management of invesiment strategy, and information aboui the grouping is provided
intermally on that basis or

= it forms part of 8 contract containing one or more embedded dervatives. and IAS 39 Financial
Instrurnents: Recogniton and Measuremeni permits the entire combined contract (asset or liability) to be
designated as at FVTPL.

Financial liabilities at FVTPL are stated at fair value, with any resultant gain or Ipss recognised in the statement of
comprehensive income. The net gain or loss recognised in the statement of comprehensive income incorporates
intarest paid on the financial kability. The fair valug is determined as described in Note 44 - Financial instruments.

Oittver financial Nabiliies
Other financial liabilities, including bomowings, are initially measured at fair value, net of transaction costs.

Other financial liabilities are subsequently measured at amordisad cost using the effective inferest mathod, with
inferest expense recognised on an effective yield basis.

The effective interest method is a method of calculating the amortised cost of a financial asset and of allpcating
interast income and interest expense over the relevant period. The effective nterest rate is the rate that exactly
descounts estimated future cash payments through the axpected life of the financial lability, or, where appropriate,
a shorter pariod.

Dwracognition of financial labilities

The Group derecognises financial liabilites when. and only when, the Group's obligations are discharged,
cancelled or expired,
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Motes to the consolidated financial statements of the Group (continued)
For the year ended 31 December 2013

3 SIGHNIFICANT ACCOUNTING POLICIES (CONTINUED)
q)  Operating segment reporting

In accordance with IFRS 8, the Group identified is operating segments on the basis of imternal reports about
componants of the Group that are regularly reviewed by the chief operating decision maker in onder o allocate
resources to the segmenis and fo assess their perdformance. Defails of individual operating segments are
disclosed in Mofe 5 to the financial statements.

The Group monitors and presents specifically the results of its major business segments. The business segments
agre the besis upon which the Group reporis ids primary segment information. Cerain financial information,
anafysed by business and geographical segments, are presented mn Mote 4

r} Contingent liabilities

Contingent liabilities have not been recognised in these financial statements. They are disclosed unless the
possibility of an outflow of resources embodying acanomic benefits is remote. Mo contingent assets hawve been
recognised in these fimancial statements. They are disclosed in the notes when the inflow of economic benefits
becomes probable.

8) Events after the reporting period

Evenis after the reporting date that provde additional information about the Group's position at the reporting date
[adpusting evants) are reflactad in the financial statements. Post pericd-end events that are not adjusting eveants
are disclosed in the notes when material.

t) Revenue recognition

Revenue is recognised when it is probable that economic benefits associated with a transaction will flow into the
Group and whan the amouwnt of the revenue can be measured reliably. Sales are recognised net of sales taxes
and discounts. Revenue from rendering senvices is recognised by reference 1o the days worked. Invoices are
issued on the basis of authenticated documentary evidence of the ordening party of actual services performed by
the last day in a month,

Revenus descriplion:

= ‘Water supply service income comprises income from conneclions, waler meter installation, as well as
from permanent monthly fees, increased by actual consumptlion based on the assessed consumption
level, as adjusted at the end of the reporting pericd to reflect the actual consumption based on the
readings;

« Public transport service revenue comprises income from the sale of tickets as per the public transport
price list for the City of Zagrab:

= Revenue from waste removal and cleaning contain income from the provided waste removal and cleaning
services at rates determined in the applicable price kst of the City of Zagreb:;
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Notes to the consolidated financial statements of the Group (continued)
For the year ended 31 December 2013

=

t)

SIGHIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue recognition (continued)

Public road management and maintenance revenue is recognised 1o the extent of the services and works
delivered, in accordance with the underlying confracts with customaers;

Income from the sale of flats is recognised when the significant risks and rewards of the ownership are
passed onto the buyer, logether with the related costs of selkng (constructing) the flats;
Warehousing and operating lease income is recognised in accordance with 1AS 17 on a straight-line basis
awer the relevant lease berm,

i Product and merchandise sales are mcognised when the delivery is made and accepted by the

customer and wihen the collectability of the receivables is wirtually certain. Revenue from the sale of
goods is recognisad when all the following conditions are satisfied:

- the Company has transfemed to the buyer the significant risks and rewards of ownership of the
goods

- the Company retains neither continuing managerial invohement to the degree usually associated
with ownership nor effective control over the goods sold

the amount of the revenue can be measured reliably
it is probable that the economic benefits associated with the fransaction will flow o the enfity and
the costs incurred or to be incurred on those iransactions can be measurad reliably.

ii. Sales of services are recognised in the accounting penod in which the services are rendered, by
reference to completion of the specific transaction assessed on the basis of the aciual service
provided as a proportion of the total serices 1o be provided.

The stage of complation of the contract is determined as follows:

fees for the laying of installabons are recognised by reference to the stage of complation of installations,
which is determined as a period from the end of the reporting pericd relative to the total expected period of
instaliation completion

servicing fees included in the cost of goods sold are recognised by based on the share of the total
sarvicing cost of a product sold by reference fo the number of services performed of products sold in price
peanods and

revenue from time and material contracts is recognised at the contractual rates as labour howrs and direct
ExpEnsas are incurmed
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3

t)

u}

SIGHIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue recognition (continued)

.

L)

Income from government grants comprises the following

grants related to assetls, including non-monetary grants at fair value, which are presented in the
slatement of financial position as deferred income, and are recognised as revenue over the
penod necessary o malch them with the related costs (deprecaation),

- grants receivable as compensation for expenses or losses already incurred or for the purpose of

giving immediate financial support to the antity with no future related costs, whech are recognised
as incoma of the period in which it becomes recaivable.

A govarnment grant is not recognised until thene is reasonable assurance that the Group will comply
with the conditions attachimg to it, and that the grant will be received.

The benefit of 8 gowernment grant approved at an interest rafe below the marke! rate 8 accournied
for as a government grant and disclosed as the difference between the funds received and the fair
value of the laan on the basis of the prevailing market interest rates

Grants whoge primary condition s thal the Group should purchase, construct or othenwise acquine
long-term assels are recogmised in the statement of financial position as deferred income and
transferred 1o profit or loss on a systematic and rational basis over the useful life of the asset.

Other government subsidies are recognised systematically as revenue throwgh the number of
periods necessary to match them with the related costs. Government granis that are receivable as
compensation for expenses or losses already incurred or for the purpose of giving immediate
financial support 1o the Group with no fulure related costs are recognised in profit or loss in the
period in which they become receivable

Interest income is recognised on a time basis 50 as to capture the actual yield on an asset.
Dividend income is recognised when the nghi 1o receive payment has bean established.

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are classified as operating leases.
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Motes to the consolidated financial statements of the Group (continued)
For the year ended 311 December 2013

3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

uj Leases (continued)
The Group as lessor

Amounts due from lessees under finance leases are recognised as receivables at the amouwnt of the Group's net
investment in the leases. Finance legse imcome is allocated to accounting periods so as to reflect a constant
penodic rate of return on the Group's net investment outstanding in respect of the leases.

Rental income from operating leases is recognised on the straight- line basis over the term of the relevant lease.
Initial direct costs incurred in negotiating and arranging an operating lease are added 1o the carrying amount of the
leased asset and recognised on a straight- line basis over the lease term

The Group as lesses

Assats held under finance leases are inthally recognised as assets of the Group at their fair valwe at the inception
of the lkease or, if lower, at the present value of the minimum |ease paymeanis. The corresponding lability to thea
lessor is included in the statement of financial posibon as a finance lease abligation

Lease paymenis are apportioned between finance charges and reduction of the lease obligation 50 as to achieve a
constant rate of interest on the remaining balance of the Kability. Finance charges are charged directly to profit or
Io$s, unless they are directly atiributable to qualifying assets, in which case they are capitalised in accordance with
the Group's general policy on borrowing costs. Contingent rentals are expensed in the period in which they anse.

Operating lease payments are recognised as an expense on & straight-line basis owver the lease term, except
where another systemalic basis is more representative of the time pattern in which economic benefits from the
leased asset are consumed, Contingent rentals are expensead in the period in which they ange

Incentives received o enter into operating leases are recognised as liabilities. The aggregate benafit of incentives
% recognised as a reduction of rental expense on a strasght-line basis, except where another systematic basis is
mara represantative of the time pattern in which economic benefits from the leased assel are consumed

L] Derivative financial instruments
The Group enteérs into a variety of derivative financial instruments fo manage its exposure to interest rate and

foreign exchange rate risks, including foreign exchange forward contracts, interest rate swaps and curency
T
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Motes to the consolidated financial statements of the Group (continued)
For the year ended 31 December 2013

3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

) Derivative financial instruments (continued)
Ermbadded dervalives

Derivatives are initially recognised at fair value at the date a denvalive contract is enfered into and are
subsequently remeasured at fair value at the end of each reporting period. The resulting gain or 0S8 is recognised
in profit or loss immediately unless the dervative is designated and effective as a hedging instrument, in which
avent the timing of the recognition in profit or loss depends on the nature of the hedge redationship. The Group
designates cerain dervatives as either hedges of the fair value of recognised assets or liabllities or firm
commitments (fair value hedges), hedges of highly probable forecas! transactions or hedges of foreign currency
risk of firm commitments (cash flow hedges), or hedges of net investments in foreign operations

A derivative with a positive fair value is recognised as a financial asset whereas a derivative with a negative fair
value is recognised as a financial liability. A derivative is presenied as a non-curment assel of a non-current liability
if ther remaining maturity of the instrumeant is mone than 12 months and it IS not expected 1o be realsed or seftied
within 12 months. Other derivatives ara presantad as curment assels of cument liabilibes,

Dervatives embedded in other financial instrurments or host confracts are reated as separate derivalives when
thesr risks and characteristics are not closely related 1o those of host contracts and the host contracts are not
camied at fair value throwgh profit or loss.

An embedded denvative is presented as a non-curment asset or a non-current liability if the remaining maturity of
the hytrid instrument is mare than 12 manths and it is not expectad to be realised or settled within 12 months.
Other embedded derivatives are presenied as current assets or current liabilities.

Fair value hedges

Changes in the fair value of derivatives thal 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 liabilty that ane
attributable to the hedged rsk. The chamge in the fair value of the hadging instrument and the change in the
hedged item atiributable o the hedged risk are recognised in the line of the statement of comprehensive income to
the hadged item,

Hedge accounting is discontinued when the Group revokes the hedging relationship, the hedging instrument
expires or is sold, terminated, or exercsed, or no longer qualifies for hedge accounting. The fair value adjustmant
to the carrying amount of the hedged item arising from the hedged risk is amortised bo profit or loss from that date.

w] Comparatives

Where necessary, comparative information has been reclassified to conform to the current year's presentation
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Notes to the consolidated financial statements of the Group (continued)
Fior the year ended 31 December 2013

=+, SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

X) Use of estimates in the preparation of financial stalements
Crfical judgements in appiying BECOUMING polices

in the application of the Group's accounting policies, the direciors are reguined to make judgaments, estimates and
assumptions about the camying amounts of assets and Nabilities that are not readily apparent from other sources.
The estimates and associated assumplions are based on past experience and ather factors that are considered 1o
be relevant. Actual results may differ from those estimates

The estimates and underlying assumptions ane continually reviewed. Revisions to accounting estimates are
recognised in the perod in which the estimate is revised if the revision affects only that period or in the period of
revision and future periods if the revision affects both current and fulune panods.

For the purpose of financial reporting Company measures part of its assets and liabilities at fair value,

In estimating the fair value of assets and liabilities, the Company uses market data where available, The Company
uses market-observable data to the extent it is available. Where Level 1 inputs are not available, the Company
engages third party qualified valuers to perform the valuation. The Company works clogely with the qualified
extermal valuers 1o establish the appropriate valuation technigues and inputs 1o the model

Useful life of property, plant and equipment and intangitle assets

The determination of the wseful life of the assels is based on past expenence imalving similar assets. as well as
on forecast changes in the economic erwirgnmen! and ndustry-specific factors. The useful ife is reviewed
annually or whenever there are indications of significant chamges in the undarlying assumptions. We believe this
accounting estimate is significant considering the considerable share of depreciable assets in the toltal assets
Therefore, any change in the underlying assurmptions could be material for the Group's financial position and the
results of its operations

irpanrment of non-currend assels

Impairment is recognised in the financial statements of the Group whenever the net carmying amount of an asset or
B cash-generating unit excesds the higher of the assets ie cash-generating unil's recoverable amount or fair
value less costs 1o sell. Fair value less costs to sell is determined on the basis of observable inputs from identical
selling transactions undér normal market conditions involving similar assels or observable market prices less
additional costs of disposal.

Value in use is measured using the discounted cash flow projections. The most significant variables in determining
cash flows are descount rates, time values, the period of cash flow projections, as well as assumglions and
judgements used in determining cash receipts and payments.
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Motes to the consolidated financial statements of the Group (continued)
For the year ended 31 Decembear 2013

3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

x) Use of estimates in the preparation of financial statements [continued)

Availabity of faxable profifs againat wiich the defemred tax assels cowld be recognised

A deferred tax assel is recognized only to the extent that it is probable that the related tax benefit will be realised.
In determining the amouwnt of deferred taxes thal can be recognised significant judgements are required, which are
based on the probable guantification of tme and level of fufure taxable profits. fogether with the future tax planning
strategy. In 2013, deferred tax assets on available tax differences were recognised. The camying amount of
deferred tax assets is disclosed in Note 15

Acfuarnal estimates used in defermining empioyee benefils

The cost of defined benefits is determined using aciuarial estimates, Actuarial estimates involve assumptions
about discount rates, future salary increases and the morality or fluctuation rates, Because of the long-term nature
of those plans, there is uncerainty surrounding those estimates. At 31 December 2013 provisions for employee
benefils amounted to HREK 136484 thousand (at 31 December 2012 the total provissons amounted to HRK
207 979 thousand) (see Maote 30)

Congequences of cerfain legal aclions

Pargnt and s subsidianes are involved n legal actions which hawve ansen from the regular course of its
operations. The managemant makes estimates when the probable cutcome of a legal action has been assessed,
and the provisions are recognised on a consistent basis (see Note 30).

impairment of Irade receivables

Trade receivables are estimated at each balance sheet date (and monthly) and are impaired based on estimated
probability of their collection.

Fair value measurermant and valvalion process

Some of the Group's assels are measured al fair value for financial reporting purposes

In estmating the fair value of an asset or a liability, the Group uses market-observable data to the extent it is
available. Where Level 1 inputs are not available, the Group engages third party gualified valuers to perform the

valuation. The Group coordinates the evalualion process and works closely with the qualified external valuers to
establish the appropriate valuation technigues and inputs to the maodel.
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Notes to the consolidated financial statements of the Group (continued)
Far the year ended 31 Decamber 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONTIMUED)
¥) IFRS 13 Fair value measurement"

Tha Company has applied IFRS 13 for the first time in the current year IFRS 13 establishes a single source of
guedance for fair value measurements and disclosures about fair value measurements. The scope of IFRS 13 is
broad, the fair value measurement requirements of IFRS 13 apply to both financial instrument items and non-
finamcial instrument items for which other IFR5s require or parmit fair value measurements and disclosures abouf
fair value measurements, except for share-based payment fransactons that are within the scope of IFRS 2 Share-
based Paymani, leasing transactions that are within the scopé of IAS 17 Leases, and measurements that have
some similarties to fair value but are not fair valee (e.g. net realisable value for the purposes of measurimg
inventories or value in wse for impairment assessment purposes).

IFRS 13 defines fair value as the price that would be received to sell an asset or paid fo transfer a liability in an
orderly transaction in the pringipal {or most advantageous) market al the measurement dale under current market
conditsons. Fair value under IFRS 13 is an exit price regardiess of whather that price is directly observable or
estimated using anather valuation lechnigue, Alsg, IFRS 13 includes extensive disclosure requiremenis, IFRS 13
requires prospective application from 1 Jamsary 2013, In adddtion. specifc fransftional provisions were given fo entities
such that they need nol apply the disclpsure requirerments set out in the Standard in comparative infoemation provided for
pariods before the ndtial application of the Standard. In accordance with these transitional provisions, the Group has nod
made any new disclosures requined by IFRS 13 for previous period Le. year 2012 . Other than the additional disclosures,
the application of IFRS 13 has mot had any matenal fmpact on the amounts recognised in the consolidated financial
slatemants

z) Status changes

As a result of status changes and legal requirements, Zagrebafki holding d.o.0. spun off the waler supply services
in accordance with the Water Act. The Act specifies the following restrictions applicable to municipal water
structures:

=  They cannot be encumbered or enforced [Art. 200.1);

= If owned by the public supplier, they are excluded from the bankrupicy or liquidation estate, and in the
event of bankruptcy or liquidation of the public supplier of water services, they are separated 1o form the
esfale owned by the local governmeant unils (Art. 200 .2)

= Private persons cannol acquire a majority share i the public wabter supplier who s also the owner of the
water utility buildings. Should this happen, the siatus of a public water supplier ceases, and the supplier is

no longer entitled to perform public supply and pulblic sewerage senvices (At 200.3 and Art. 202.3).

Congidening the consohidation policy disclosed in Note 3.b) and the eilgibility of the operation for the inclusion in
the consolidated financial statements, the Management Board of the Group decised o include the operation in the
accompanying inancial statements,
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Motes to the consolidated financial statements of the Group (continued)
For the year ended 31 December 2013

4. SEGMENT INFORMATION

SALES
2013 2012
fin HRK'000) {in HRK'000)
Croatian markat 4,448 128 4 281,049
ELl markeat 2.365 3448
4 450,494 4 284 495

In accordance with IFRS B, the Group identified its operating segments on the basis of intemal reporis about
componenis of the Group that are regulardy reviewed by the chief operating decision maker in crder to allocate
resources to the segments and to assess their parformance. The Group identified its operating segments on the
basis of reports regulary reviewed by the Management and used by it in making strategic decisions. Operaling
segments have been formed by the nature of the business of the branches managed by the Group (s3ee Note 1),
identifying nine activities as operating segments, whereas the twelfth segment includes all other activities of the
Group.

The operating segments comprise the following:

1. Waler destribution

2. Passenger lransport

3 Cleaning and waste removal

4 Public road management and maintenanca
5 Parking services

6 Warehousing and rentals

7. Waste disposal and management
B. Facility management

8. Flat construction and sale

100 Gas sale and distribution

11. Pharmaceutical sales

12. Other activibas
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Motes to the consolidated financial statements of the Group (continued)
_Fur the year ended 31 December 2013

4. SEGMENT INFORMATION (CONTINUED)

SALES (CONTINUED)

Set oul befow is a breakdown of revenue and results of the Group by its reporting segments presented in
accordance with IFRS 8. The presented sales compnse sabes o third parties.

2013 2012

" {in HRK'00O) (in HRK'000)

Gas distribution and sale 14486 111 1,329,240
Water distribution revenusa 458 241 457 471
Cheaming and waste removal 423 003 415,526
Passanger transpaort 454 111 443 796
Pharmaceutical sales 262,808 272,185
Public road maintenance and management 329,236 268,799
Warehousing and rentals 82 659 102,953
Flat construction and gale 122,519 124,117
Parking senvices 116,525 123,718
Facility managemen 185,963 188,730
Waste disposal and management 7.507 10,043
Orher income 44 781 517 809
4450494 4,284,495
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Motes to the consolidated financial statements of the Group (continued)

For the year ended 31 December 2013

4. SEGMENT INFORMATION (CONTINUED)

SALES [CONTINUED)

Crher revenue comprises the following:

Landscaping and plant growing

Markats revenusa

Sparts facility managament and maintenance
Funeral senices

Trade fairs and congresseas

Bus station

Travel agencies

Lease of telecom cable and network systems
Publishing

Other income

Zagrebacki holding d o.0. and its subsidianes, Zagreb

2013 2012
{in HRK'000) {in HRK'D00)
182 260 164, 864
TE.A11 81,327
71,688 73,285
57 689 61,781
42 814 43818
38011 38,182
2373 23633
11,256 10,547
6,320 8185
22277 12,307
544,761 517,909
45



For the year ended 31 Decamber 2012

4. SEGMENT INFORMATION [CONTINUED)

2013 segment revenue and results

2013

Revenue from third
parties

Inbar-segmant sales

Total sales

Expenses from alher
operations, net of
other ordinary

income

Result from
cparalicns

Financial income
Financial expenses
el fnmnci st
Gain /! [loss) bafore
ta=ation

Incame [ax expanse

et gain / {loss)

I I | l | | | l | | | | | | | |
Notes to the consolidated financial statements of the Group (continued)
Clgaring Pubilic Flat Wasta
Facility A - e QPR A o Parking Warshousing el Gas sale  Drugsicne Oaher  Elfmenated Tedad
management  Gstributicn  transpant wasle  momt and L4 pervices and rentals and and  erations

remoyal  mainienan S remeval  desinbubon

185 983 455 361 454,111 423 D03 329,236 122,519 116,525 G2 B89 T.507 1,446,111 262,608 550,655 (5,804} 4,450 4534

258 350 17 534 3 BEE 19,307 26008 46 G,854 2280 107215 212583 10,430 (707707} =

484, 353 472 RT0 ABR.OTT 442 10 355,334 122,565 126,379 B4838 114722 1658694 262,808 561,085  (T13.604) 4480, 484

(234,821)  (462,883) (418,438 (442 648)  (345.658) (78,518)  (110,826) (77,823 (&7 560y (1.64T.TE1)  (206.925) (636.585) T8.TTE (4,050,285

249,432 10, 348 48 643 [339) 0.6TE 44,050 15,553 17,318 47 182 40813 (BT (B5,500) B.ATS 400,200

408 05 1B 457 15,5348 6,072 1.234 16,205 2218 054 T 20,674 25,1654 3845 (3210 486 16

{B31,122) {18,367 (89 516) (1,687 {3,015 {40, 855) {3, 798) (BEZ) [252) (4, 810) [54) (5,240 14, 556 (T52,711)

{223,063 2090 (BI9E) 4375 (1, 7ES) (24, 364) 1.881) a2 (245 15,864 25110 (1.3 [I7.514) (308, 305}

26,369 12,336 {34,338) 4,035 7,081 19,688 13,872 17 408 46,917 56,777 893 [66EG4)] (11,338 83,814

(26,977 13,565) - . . . = E 2 (11,622) (207} (1,481) . 143,832)

(608 B,77 [34,3238) 4,038 T.891 19,686 13,872 17,408 46,517 45 188 THE  [5B,358) (11,338 49,082

. =
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Notes to the consolidated financial statements of the Group (continued)
For the year ended 31 December 2013
4. SEGMENT INFORMATION [CONTINUED)
2012 segment revenue and results

Cleaning Public Flat ' Waste :
Mz p— R o e Y " Paking Warehousing WS Gassale  Drugstore Other  Eliminated Tatal
management  distibution  transport wasie  mgmland g one  sencess  and renlals snd and o erations
R ik — a Jemaval disiciuion e

Revenue froem thed
pates 188, 730 &6T 471 447 ToE 415 528 268,789 124 117 123,716 102 853 10,043 1,328 240 272,185 517,908 4 2B 495
Intar-sagment sales 200,121 10,183 3700 18334 28885 41 7 526 3004 106218 203,743 24,006 (60Z042) :
Total sales BBBA51 477654 447,586 431860 315784 124,158 131,242 105,957 116,262 1,532,983 272196  S42,005  (602,042) 4204495
Expanass from
oiher operations,
et of othar
grdinary incoma (298, 574) (448 G64) 652,950  (422.459) (81, 504) (T2,0868) (103.448) (118, 934) {70,134}  (1.517,588) (E7T0,090)  [618,555) 09400 (4,783 438)
Aesult from
aperabons 89,337 Fi- ] [ 2065, 364 a0t 24,280 51,062 28,793 {12,967) 48,128 15,395 2.185 (74, 550) [2,633) 1,057
Fimancial incoms 26 055 12,816 4 T2 T35 235 B.517 1,585 1,268 3 14,700 1,705 B 965 {18 549) 66,256
Financial sxpenses [237,564) {15,812} (B0, 733 {2, Bad) LF&: [ (57,707} {3.493) 809} {328] (1,756} (3 16, 420) T.232 1403, 308
Ml fnancial esut (17468 (& 5G] a0 4 371 {& Farl {517, 190} {1,838 460 (55) 12 G4 1,702 L T (1Z.817) (337 053)
{Lass) I gain
before taxation 122,131) 26,084  (281,388) 13,772 1,543 ava 26,855 {12,507} 45 873 28,339 3,887 (71,8975} (15,2500 {335,996)
Income tax
BEpRnsD i1.295) - * = = = 15,662) (Ba4) {1,017} (B.B18)
Mot {loss] | gain (133, 436) 26,094  {281.388) 13,772 1,543 ava 26,855 {12,507} 45873 226TT 3,043 (T2 88E) (16,2509 (Jedd B14)
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MNotes to the consolidated financial statements of the Group (continued)
For the year ended 31 December 2013
4, SBEGMENT INFORMATION [CONTINUED)}
Segment assels and liabilities at 31 December 2013
Assets and liabilities at Public Flat Vearehousing Wasle Gas sale  Dnagstane Othar  Eliminated Talal
M0 Facility Wialer Passenger Cheaning ro@d construction  Parking collectian
management distrbubion  transport  WAMe  TE . andsale  services  and rentals uulm..tu“; aperaticns
ey ¥ el S S NG Famyal
egupment 1, 727981 4 35T 9g8 3,034 390 150 444 148 800 475 392 143 752 332875 85,338 1.208,181 41 788 3052665 344 084 15 100,678
Irtangible assats 2 808 18 708 15918 1,811 &1 4 917 B3 30 17 7,762 A50 3 189 £ 447
investment property BT1.781 - - 530,278 300502  (282478) 1 974543
IrreaTiCngs 2 12.609 &4 181 10,058 41 636 140 585 8 35 &6l 6 333 17,754 9 476 313,554
Trade facevrables mal 223717 488 2549 42 323 70,1684 O 744 1,286 21 B0g 7638 655 278,78 83511 52 189 1,078 422
Unallacated 4,341,123 B7330  THAO096  B0S45 180128 SS4702 194644 3579 487 347 182 846 61,871 B9.7I4  (3.910,182) 3158268
Total assets 6965847 4958022 3901806 132537 380357 1216083 360407 1,204 5532 883,428 1,678,811 208 TTE A EITATE  (1,B48,7T4) 31626714
|ssued bonds 2,291 283 E ' v E = - . = 2,291 283
Trade payabiles 267 173 TE1 62,832 13,853 38 859 2.230 3,084 2805 7.0d58 204,042 5418 51,514 RO, 240
Amounts due o employeas 4074 9097 3Z.051 8545 4714 1] i 1919 T8 4213 ans 15011 80,785
Equity and unallocated
abilflies 4640TAT  4TTZ164 JIBOGEGFI 310921 IME6A4 1214888 363 GR1 1,280,077 544 TSR 1,455 54T 167146 3871300 (DB48.774) 18645387
Todal aquity and labdlities 6,965 842 4 355072 3,901,806 JIF 5320 380,357 1,216,883 360,408 1,284 851 553,478 1,679,822 HETE)  3EITAF (3848 TT4] M EIETI4
M A2013 Other segmant
information
Capifal axpanditire: 13,425 166,373 201,822 Z.871 47 431 165 1] B80T 10,15 B5,. 707 1.268 17,068 1,230,108
Tanghbke asssts 12,6822 166,373 BOG 360 2024 4z a7 165 62 B. 750 1005 B3, 587 983 16,614 E 1,223.026
Irlangioke assets B3 2 4632 B4T - 4 117 2,120 275 454 . 7082
Depreciation ang
TAEATATTI e T8, 060 162 852 177,222 2,193 6,686 41,076 10,430 3.848 13,257 123,467 .7 AT ET4 BT0 188
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Notes to the consolidated financial statements of the Group (continued)
For the wear ended 31 December 2013
4. SEGMENT INFORMATION [CONTINUED)
Segment assets and llabilities at 31 December 2012
Assobts and Mabdlties at mi’lw Pubilg Flat w-'lh-I:I.II-II'q Wasie Gas sale w Csher  Elminabed Total
I Fasclity Water Passenge and road  comstruction  Parking colection
wasle mgrmt and ard
management  disinbuton _trirmﬂ:_ et ol ad) And sale  services and rentais emoval distnbution  OPerations
Property. plan ard
equipmen 1,560,947 4BO2TET  2TEANZ0  1GB880 113,138 §ITA05 153,867 370,395 66,568 1,264,559 43203 3081106 - 15,033,184
inlargiie assets 2423 16,816 17,472 1,832 " . 02 524 ® 7,857 Bo4 3,808 54,448
imvesiment proparty 1477190 2 = = = = - Bag 308 a7 am 2 TE4 pR
imvaniceies 8 14 430 46 544 9,690 31 484 623 768 380 1.1 B0 5,093 16,862 38,264 - TBEAM
Trade receivables 18,275 480,008 29,025 70,545 9,183 ou8 31,801 11,150 1,008 270,587 104,853 52,287 - 1,087,791
Unallocaled 4,103,028 82 741 BOBSSS 162146 262 307 108223 176,130 41785 4aDTIT p2a0T S4E18  1MITE  (ABTEOIA) 2 ET4BAS
Total assets 7,165,880 5499796 1486420 410204 416,187 1,250,395 162,583 1,276,561 510,380 1,771,649 120438 1607622  (3,676516) 22,403,198
issued bords 2,260,687 . . - - - . - 2263687
Trade payabies a5, 348 207 536 328,567 423,275 8,723 8,083 5,246 5785 12,245 188,812 19,880 11,714 < 1,060,304
m“ " . ar 10174 3,656 10,445 i T a7 3158 24 . T B4 A83a 16,743 w 93,130
Exquity and unalocated
hanilies 4,549,138 5202086 3137157 356484 345865 1,242,218 354172 1,264 395 407 819 1867083 196608  3570,965 (3.676.916) 18.986,078
T
- TAB5H80  SAS9.796 3496430 410204 416187 1260395 362,583 1,276,561 610,390 1771649 220428 1697622 (3676916) 22,403,199
N 2H1Z Other
sagmand information
Capital expenditure: 18,353 140,381 34,574 11,968 4337 8.592 1,053 23491 " 74,661 2034 7,240 +  JAS.B25
Targile asssts 17,675 140,391 3,506 11,040 4327 £.502 1,053 23 480 2 £8.647 1.877 25,680 324,349
inlargbie assets 1,678 10,678 428 . 2 i3 6014 187 1,580 . 21,476
Depreciation and
impairment 86,703 180,718 138,378 8,803 5,894 BE13 1228 4,587 1,817 125,158 1638 42,810 621,721
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Notes to the consolidated financial statements of the Group (continued)
_Fnr the year ended 11 Decamber 2013

5. OTHER OPERATING INCOME

2013 2012

; (in HRK'OOO) {in HRECDOO)

Grant and subsidy income 880 265 Td4 957
Reversal of deferred income 271 820 244,009
Incoma from revarsal of prowvisions 202 303 62070
Unrealised gains from change in fair value of investment property 107,340 -
Recovery of amounts previously written off a8 638 a8 802
Income from sala of non-curment assets, surpluses and upon revaluation 23,113 6,562
Damages collected 14, GdE 17,329
Oiher operating income BT T4 104,063

1,675,708 1,267 982

Income from grants and subsidies represents principally the revenuee from the City of Zagreb, comprising the
follcwing:

= financial suppor from the City Budget for purposes approved by the Assembly
= financial support for the repayment of loans (principal, intenest, fees).

2013 2012
~ City of Zagreb Others Total CityofZagreb  Others Tetal
{in HRK'000) fin HRIC00O)  (in HREDO0D) tn HERK 000} {in HRKCDOO)  {in HRKODD)
IET 72,096 17,580 88,678 628,042 18,310 G48 252
Others 86,626 3963 90,568 96802 1,803 68 605
Total “I.?!J 21,543 B8O, 265 T4 Bdd 30,113 Ta4, 987

income from reversal of deferred income is recognised in accordance with 1AS 20 Accounting for Government
Grants and Desclosure of Government Assistance over the period of utilisation and is systematically matched
against the related cosis (depreciation) - see Mobe 3(t).

Unrealised gains from change in fair value of property are recognized for the propery whose fair value
increased in 2013 based on the estimate made by court appointed expert. At the sama time unrealised loss in the
amount of HRK 50.5 millions were recognized for those propenty whase fair value decreased (see Note 18). The
net effect from the movement in fair value of investment property resulted with the HRK 56 8 million of unrealised
gains
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Notes to the consolidated financial statements of the Group (continued)
Far the year ended 31 Decembear 2013

5. OTHER INCOME (CONTINUED)

Income from reversal of provisions relates mainly to the fallowsng

2013 2012

(in HRK'000) (in HRK'000)

a) Employee benefit provisions 169,766 10,280

b} Litigation provisions, as per the athormey's assessment 8,645 11,470

c) Accrued vacalion and other benefits 24 4532 40,320
T amses e2om

Fifth annex on Collective Agreement was signed during 2013 based on which jubilee awards on non-taxable
amounts (Mote 43} which resulfted with decrease in employes benefit provisions and income from reversal of
employee benefit provision

income from collection of damages, liquidated damages and other income comprses principally the
followang

2012 2012

fin HRK'000) {im HREC000)

HHHIHH of excass of El.'.E:II'LI-I!d expenses for the Sopnica Project 3175 1 546
following the final calculations provided by the confracior .

Collected damages and liquidaled damages Tear 13470

Other income (write-off of debt, approved discounts and similar) 3474 2213

14846 17,329

income from collection of damages and liquidated damages comprises principally on the subsidiary ZET in the
amaount of HRK 3.8 million [2012: Nil}) for collection of damages from insurance companies and subsidiary
Stanogradnja in the amount of HRK 1.7 million (2012- 5.8 million) which charged liquidated damages and cost of
deficiencies remowal io the contractors on the object Sopnica,

Other operating income comprise internal sales, surplus and other unspecified income

Zagrebadlki holding d.0.0. and i subsidiaries d.o.o0., Zagreb 52




Notes to the consolidated financial statements of the Group (continued)
For the year ended 31 December 2013

6. COST OF MATERIALS AND SERVICES

2013 2012

(im HRE'D00) (imn HRK'000)

Energy costs 278,905 281,232
Cost of raw material and supplhies 278, 266 264 TET
Expensed small items 18,416 18 280
al Total maternal costs 573 587 564,399
bl Changes in the value of inverdones of work in progress and fimshed products 4 805 10,254
¢} Cost of goods soid 1,402 726 1,313, 143
Rental and lease costs 147 208 209 502
Maintenance 168,872 138,0&0
Municipal utility fees and charges 116,748 114,128
Subtontractor senice costs 78,543 63476
Transportation costs 43511 42 407
Data processing and software mamntenance services 32 603 36,748
Insurance premiums 33,508 31,515
Intellactual services 22,853 29,745
Bank and paymant operation charges 18,343 9,658
Advertising and promaotion 4 284 8,571
Cther axternal sanvices 12,680 589,458
dl Tofal exfemal services T38 175 741 268
2,720,293 2,629,064

The net costs of materials and services are greater by a lofal of HRK 91.2 million compared to 2012. The increase
relates mainly to the cost of gas sold at GPZ Opskrba d.o.0. (HRE 6587 million), and the increased volume of work
and higher prices, which resulted in higher costs of raw materials and supples, the costs of subcontractors and
maintenance cosis. On the other hand, the lease and rental costs decreased as a result of renegotiated bus

leases (purchase of buses under lease)

Zagrebacki holding d.0.0. and its subsidiaries d 0.0., Zagreb
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Motes to the consolidated financial statements of the Group (continued)
For thie year ended 31 December 2013

7. STAFF COSTS

2013 2012

{im HREQO0) {in HRK'0OQ)

MNet wages and salanes 1,003,203 1,008 450
Taxes and confributions B80,182 BES,B71
Reimbursement of costs to employees and other employes benelits 173,080 166,494
1,856,475 1,863,815

Number of staff at 31 December 12,229 12,575

Réducing the number of employees to 348 person is 8 consequence of the natural outflow and disposal of par of
employess with severance pay.

Fifth annex to Collective Agreement was signed during 2013 which resulted with decrease in employee benefit
provisions in a way that are reduced o the non-laxable amount in accordance with tax regulations (Nofes 5 and
43} which further resulted with decrease in iotal staff costs,

The total staff costs for the year 2013 decreased by around HRK 7.3 melicn (on a net basis), with the payroll costs
decreasing by approximately 11.9 millicn and employee benefits increasing by around HREK 5 million.

The employes benefits for the year 2013 increased by around HRK 5 million {on a net basis) compared to 2012
Within the sirutiure of employee benefits, the cost od public transport is decreased by around 4 million and
retirement benefits are increasad by around 10 million.

B. DEPRECIATION AND AMORTISATION

2013 2012

(in HRK'000) {in HRK'00D)

Depreciation (Note 17) 658,857 811,250
Amortigation (Note 18) 13529 10,482
VAT an depreciation of personal cars B 1
670,186 621,722

Depreciation increased principally due to the invesiment in transport monitaring system (Atron) made by subsidiary
ZET in 2013
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Motes to the consolidated financial statements of the Group (continued)
For the year ended 31 December 2013

9. OTHER EXPENSES

2013 2012
(in HREKT00) (im HRK'000)
Administrative feas and court costs 21,073 16,845
Taxes and contrbutions independent of operating results G.8av G.6aT
Frofessional organigation membership fees (Croatian Chamber of Economy, & G248 & 021

Tourist Board, and others) ' '
Entertainmeant 1 444 2 385
Professional literature 1,205 1,375
Cultural monument fees and environmental protection costs 887 841
Faes to Supennsary Board members arr 802
Other expanses 823 G547
40,230 35,887

10. IMPAIRMENT ALLOWANCE ON CURRENT AND NON-CURRENT ASSETS

2013 2012
(im HRE'000) (in HRK'O00)
imipairment allowance on current assets 218 942 179174
Impairment allowance on non-current assets 50859 64904
2689 851 244 070

included in the impairment allowance on non-curent assets are unrealised losses ansen on changes in the fair
value of imestment propery in the amount of HRE 50.5 million (2012 unmeaksed losses in the amount of HRK

58.2 million).

11. PROVISIONS FOR RISKS AND CHARGES

2013 2012
{in HRK'000) fin HRK'000)
Litigation provisions 62,521 34 08B
Prowvisions for unused vacation days 26,033 23,185
Provisions under IAS 19 Employes Banefits 23,710 37.841
Prowvigions for the restoration of natural resources 1,751 11,172
114,015 106, 246
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MNotes to the consolidated financial statements of the Group (continued)
Fiar the year ended 31 Duu_mnb!r 20 T3_

12. OTHER OPERATING EXPENSES

2013 20z

{in HRK'000) {in HRK'000)

Fines, penalties, damages 24 811 27214
\Written-off receivables B.373 5823
Grants, donations and sponsorships 4 205 2 TEE
Met book value of assets sold or otherwise disposed of BEO 2038
Other operaling expenses 16,655 12 665

B 844 50,616

Damages relate principally to ZGOS Branch in respect of environmental protecton fee payable at a rate of HRK 50
per ton of disposed municipal waste on the JakuSevac Landfill.

The balance of written-off receivables for the year 2013 relates mainly to Cistoéa Branch in the amount of HRK 7.7
millign (2012 HRK 5.1 millign) which were estimated as imecoverable.

Dther operating expenses comprise deficits, cost of inveniones sold, subsequently identified costs and expenses nol
specified above.
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Motes to the consolidated financial statements of the Group (continued)
Faor the year ended 31 Dacambar 2013

13. FINANCIAL INCOME

2013 2012
(im HRE'0D0) {in HRED0O)
Imterest income from property sales 340 888 -
Finamcial income - unrelated entities 104 579 LR 205
Finamcial income - related entities : 44
Orther financial income 31,857 B.oar
486,318 66,256

Financial ncome comprnses the following:
2013 2012
{in HRK'000) (in HRE'000)
interest income 30,153 41878
interest income from property sales 349 888 -
Foreign exchange gains 60,577 15353
Other financial income I&._BE_I-E _ _!3.1_325
: l'-ll_.,;Hi 66,258

The net exchange loss for 2013 amounts 1o HRK 43.5 million (2012 net exchange loss of HRK 4.9 million).

Orhar fnancral mcome comprisas mainly incomea from discounting of receivables and payables and other financial
INCome.

in 2013 the Company sold real estates Gredel| and Zagreptanka 1o the City of Zagreb with a repayment period of
10 years. In ling with the Operational and Financial Restructuring Programme, receivables outstanding from the
City of Zagreb were sold to commercial banks at a discount [Mate 18}

Zagrebatki holding d o.0. and its subsidiaries d 0.0, Zagreb &7


























































































































































