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Responsibility for the unconsolidated financial statements

Purswant to the Croatian Accounting Law, the Management Board is responsible for ensunng that unconsolidated
financial statements are prepared for each financial year in accordance with International Fimancial Reporting
Standards (IFRS) as adopled by the European Union which give a frue and fair view of the state of affairs and
results of Zagrebalki holding d.o.o., Zagreb (the “Company”) for thal penod

After making enquiries, the Management Board has a reasonable expectation that the Company has adequate
resources o continue in operational existence for the foreseeable future. For this reason, the Management Board
continues to adopt the going concenn Dasis in preparing the financial statements

In preparing unconsclidated financial statements, the responsibilities of the Management Board include ensunng
that:

= guitable accounting polices ane selected and then applied consistently,

*  judgments and estimates are reasonable and prudent,

= applicable acocounting standards are followed, s o matenal & disclosad and explained in
pl Figy Ay
the financial statements; and

= ihe unconsolidated financial statemeants are prepared on the going concern basis unless it is inappropriate to
presuma that the Company will continue in businass.

The Management Board is responsible for keeping proper accounting records, which disclose with reasonable
accuracy at any time the financial position of the Company and must also ensure thal the unconsolidated financial
siatements comply with the Croatian Accounting Law. The Management Board i also responsible for
safeguarding the assels of the Company and hence for taking reasonabile sleps for the prevention and detection of
fraud and other imegulanbes.

Thiesa unconsolidated financial statemants were authonised for isswe by the Management Board on 10 Juna 2014,

Signed on behalf of the t Board:

Slobodan Lju

Zagrabatki holding d.o.o., Zagreb
Avenija grada Vukovara 41 ZAEOEE, Ul s
10000 Zagreb

Republic of Croatia

10 Juna 2014

Zagrebacki holding d o.c.. Zagreb 1
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Independent Auditor's Report

To the Owner of Zagrebatkl holding d.o.0.;

We have audited the accompanying unconsolidated financial stalements of Zagrebadki holding d.o.o. ("the
Company”), which comprnse the unconsolidated statement of financial position as at 371 December 2013 and
tve related unconsclidated statements of profit or loss and other comprehensive income, of changes in
equity and of cash flows for the year then ended, and a summary of significant accounting policies and
ather explanatory information,

Management's responsibiiity for the financial statements
Management is responsible for the preparation and fair presentation of these unconsolidated financial
statements in accordance with Imternational Financial Reporting Standards adopted by Eurcpean Linion and
for such intemal conirol 8s manegement delermines is necessary to enable the preparation of
uncongolidated financial statements that are free from material misstatement, whether due to fraud or emor,

Awdtors responsiblity

Our responsibility is to express an opsnion on these unconsolidated financial statements based on our audit
'We conducied 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 unconsolidated financial staternents are free from matenial misstatement.

An audit involves performing precedures o obtain audit evidence about the amounts and disclosures in the
unconsolidated financial statements, The procedures selected depend on the auditor's judgement, inchuding
the assessment of the risks of material misstatement of the unconsolidated financial statements, whether
due 1o fraud of efror. In making those risk assessments, the audilor considers internal control relevant to the
entity’s preparation and fair presentation of the unconsolidated financial statements in order to design audit
procedures that are appropriale in the circumstances, but not for the purpose of EXPressing an opinion on
the effectiveness of the entity’s internal controls. 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 unconschdated financial statemeants.

We bebeve that the audi evidence we have oblained is sufficient and appropriate o provide a basis for our
audit openion

Druivn wpsane u sudski segiiler Trgoestiog s u Zegresu. MBS J022053 . uplades iermelni Lapdel &8 300 00 buna  Eianoes
uprase Enc Danwi CHes ind Brannbny Vrisink posiosns bnka. Zogrebstin sk d o | Parsmieesa 2 40 000 Zagreb ¢ radurvbank
aooouni . JHE0000-1 101806313 SWIFT Code ZABAHRIN IBAN HRZT 2360 G001 101E BEY1 3, Priviedns banks Zagreb @ d
Rntknga & 10 000 Tagees, | relonSant scoourt no FMD008-11 10068254, BWFT Code PEIGHRIN IBAN FETIN 2340 0081 1900
BECE , Raiffessnbanh Auita 8 d_ Petrnjeis 59, 90 D00 Zegreb. 2 mduevband Booo Ao JER0008- 1 100240808 SWIET Code
RAZBHHAZ N iBAM HRE1D a4 0081 1007 4080 &
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Independent Auditor's Report (continued)

Basis for qualified opinion
1) Classification of leases

Az disclosad in Mote 18 1o the wnconsobdated fnancial statements, the Company. as the lessor, entered into
several lease agreements during 2009 and 2008, which have been accounted for as operaling leases. However,
the clagsification of these agreemenis at inception is not compliant with Infernational Accounting Standard 17
"Leases” (IAS 17), according o which a lease where the present value of minimum future payments under the
lease agreement approximates the fair value of the leased assel is dassfied as a financial leasa, which is the
nature of the leases entered into by the Company. Had the Company accounted for its lease agreements properly
as financial leases, as of 31 December 2013, the receivables under financial lease, less future income eamed,
would have been be higher by HRK 537 022 thousand, property, plant and equipment would have been be lower
by HRK 787 045 thousand, retained earmings would haive baen |owed by HRK 241 571 thousand, and the result for
tha year then ended would have been lower by HRE 18 452 thousand.

walified opini
In our opinion, except for the polential effects of the matiers discussed in Paragraph 1 of the Basis of qualified
opinion paragraph. the unconsolidated financial statements present fairly, in all material respects, the financial
position of the Company at 31 December 2013, and its financial performance and cash flows for the year then
ended in accondance with International Financial Reporting Standards adopted by European union



Independent Auditor's Report (continued)

Emphasis of matfer
Without further gualifying our opinion, we draw aifention fo the following:

a) Title fo propearty

Ag discussed in Mote 18, cerain local municipal land regisiers have noi baan fully updated. The registration of the
Company's litle to land and buildings in appropriate registers, serving as evidence of ownership, is in progress
Although the Company posseésses cenain documents serving as evidence of title, there is unceriainty as to the
final status of those assels.

1] Consoldated fnancial statements

We draw attention to the fact that the Company has prepared separately consolidated financial stalements of
Zagrabatki holding d.o.0. and its subsidiaries (jointly refermed to as "the Group™) dated 10 June 2014 and in

accordance with the International Financial Repaoring Standards adopted by Ewropean umson. For a better
understanding of the Group as @ whole, the consolidated financial siatements should be read i comjunction with
these financial statements. Our opinion is nol modified in this respect

Branislav Vriatnik, Certified Auditor and president of the Management Board
10 June 2014



Unconsolidated Statement of Profit or Loss and Other Comprehensive Income
For the year ended 31 Decamber 2013

2013 2012
MNoles

{in HRK'000) in HRK'000)
QOPERATING INCOME
Sales 2.580,080 2,673 897
Other opearating income B 1473363 1,104 623
Total 4,153,427 3,778,550
QOPERATING EXPENSES
Cost of material and senvices T {1,240 5508) (1,248 458)
Staff costs A {1,683 824) (1,701,383)
Depreciation ] (527 521) (480 948)
Dther expenses 10 (32 800) (30,296)
Impairment allowance 11 (175,420) {(178,911)
Frovisians 12 (81.718) (101,222)
Other pperating expenses 13 (51.553) {458,378
Tatal (3,793,739 (3,801,607
FINAHCIAL INCOME 14 467,358 69,679
FINANCIAL EXPENSES 15 (799,364) (404,376)
TOTAL INCOME 4,620,821 3,848 269
TOTAL EXPENSES (4,583,103) (4,205,983
PROFIT/ (LOSS) BEFORE TAX 7718 [3E7.74)
Income tax expense 16 (25,684) {1,285)
PROFIT! (LOSS) FOR THE YEAR 2,034 {359,009
Other comprehensive loss
ftems fhal will nol be redlassified subseguently o profid
or loss
Loss from revalorization of proparty an {202.812) (206)
Effects of income tax related io revalorization of
propert ag 40 582 41
Other comprehensive loss for the year (162,330) {1B5)
Total comprehensive loss for the year {160,296) (359,174)

The accompanying accounting policies and notes farm an integral part of these unconsolidated financial
statements

Zagrebatki holding d.o.0., Zagreb a



Unconsolidated statement of financial position

At 31 December 2013

HOMN-CURRENT ASSETS
Intangible assets

Property, plant and equipment
Investment property
Imvesimentis i subsidianes
Man-current recelvables
Dther financial assets
Deferred lax assets

Total non-current asseis

CURRENT ASSETS

Imsantories

Curreni receivabies
Receivables from related companies
Trade receivables
Receivables from employees
Receivables from the State
Other receivables

Total curmen! a55els

Other financial assets
Cash and cash egquivalents
Taotal current assets

TOTAL ASSETS

Off balance sheal items

i7
18
19
20
22
21
18

23

24
25

27
28

21
29

42

31122013 31122012
(NHRICOOD)  (in HRK'DOD)
28,978 45 752
8,134,588 13,710,461
2,201,620 2 764 388
2 415 421 338 542
2,088,230 1,741, 811
108 594 115 572
28,367 81,571
16,015,800 18,784,795
144,661 765,687
557 626 413,359
207,529 704,014
2,371 3.014
53,762 8,623

188 622 138,538
1,010,210 1,267,548
7045 6,430

136 541 49,455
1,298,457 2,089,120
17,314,257 20,873,915
244 298 879,865

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

Zagrebadki holding d.o.o,, Zagreb

statements.




Unconsolidated statement of financial position (continued)

At 31 December 2013

EQUITY

Share capital

Revaluation resere

Oiher reserves

Retained earnings / (accumulated boss)
Total equity

NOMN-CURRENT LIABILITIES
Loans and bormowings payable
Liabilities in respect of issued bonds
Drefarrad tax liakbality

Provisions

Deferred income

Other long-term liabilities

Total non-current llabilities

CURRENT LIABILITIES
Trage payables

Liabikties to related companies
Loans and DOmowings

Liabdlites in respect of advances, deposits and

guarantess
Liabslities 0 respect of secunties

Amounts due to employsas
Taxes and contributions payable
Other current lkabilities

Total current liabilities

TOTAL EQUITY AND LIABILITIES

Off balance sheat items

MNaotes

E 888

32
a3
16
N
a5

.

ar
7
39
40
41

42

311212013 311212012
{in HRK'000) (in HRK'000)
3833238 4 208 6249
2817 3448 2 TE2 305
319,977 g7 300
2,034 (375 393)
6,772,596 6,712,841
2 919,586 2,843,237
2 291,293 2 263 687
828,673 669,960
230 4568 378 627
2 415,675 4 516,492
45 038 255,730
8,531,819 10,927,733
208,278 840 535
157 635 216.482
1172115 1,418 044
9,365 27 028

48 000
B8 035 81,357
78,921 115,914
267 692 533,077
2,010,042 3,233,341
17,314,267 20,873,915
244,268 878,665

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

Zagrebatki holding d.0.0., Zagreb

slatemants.
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Unconsolidated statement of changes in shareholders' equity
FOF B " e 2% Eeonmlee S i = P =
Mote Retained
Share Other Reserves on earnings/ Total
capital reseryes revaluation of {accumulated
property loss)
(in HRE'DOO) {in HRK'000) (in HRE'D00) {in HREO0D) {im HFtH_"E_IﬂDj}
At 1 January 2012 (as restated) 4 208 629 97, 300 2,782,470 (16,384) T.OAT2015
Other comprehensive income (165) - (165)
Less for the year . o (359,009) (359,009)
Balance at 31 December 2012 4,208,628 97,300 2,782,305 {375,393) 6,712,841
Decrease in the share capital by the amount )
of losses brought forward (375,383) 375,303 -
Decrease in ghare capital on the demerger {2,069,128) = (2,069,128)
Increase in share capital - addibonal
contributions 2,068,128 . - - 2,068,128
Assels fransferred to capital reserves 222 877 - 222877
Effect of the demerger 30 E (2,6286) = (2,626)
Other comprehensive loss 30 - {162,330 . (162,330)
Prafit for the year . - - 2,004 2,034
Balance at 3 December 2013 3,833,236 318,877 2,617,348 2,034 B, 772,506
The accompanying accounting policies and notes form an integral part of these unconsolidated financial statements,
Zagrebacki hoiding d.0.0.. Zagreb 8



Unconsolidated statement of cash flows

Profit/ {loss) for the year

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

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

(Gain) / loss from sale of assets

Decreaase in deférrad income on assets financed by others
(Decreasa) | incraass in long-term provisions
Foreign exchangs boss

Changes in working capital:

Decrease in inventories

Decrease of prepayments for non-curment assets

Increase in trade recevables

{Increase) idecrease in receivables from related companies
Decreasa / (increase) in amounis due from employees
Increase in receivables from the State

Increase in other receivables

Incrisasa in hinancial asseats

{Decfaasa) | ncraase in liabilities to suppliers and related parties

Increase in advances recaived

Decrease in taxes and contributions payable
Decrease in amounts due 1o employees
Decrease in other non-curment liabiities
Decrease in other curnent liabiibes

Net cash generated from operations

Zagrebacki holding d o o, Zagreb

2013 2012
(in HRE'D00) (in HRK'000)
2,034 (358,009)
25,684 1.295
691,273 3B4 569
(376.832) (30,702}
124,561 114 007
{56.8286) 5B 287
M5 5607
227,921 450 846
(23 442} 8,206
(158 288) (120,828)
(B2, THE) 10 BoE
38 258 4 G630
475 TBS 24 525
45 715 d 287
(133,530 {141 612)
(194, 331) 83,568
547 (986)
(45, T34) (452
(52.911) (17 458)
(5,704) (7BT)
(322 857) 105,410
=0 841 4613
(15,672) (7.000)
{5, 568) (7.730)
(147 428) (T5423)
(52,2069) (78,838)
a2 502,142
g



Linconsolidated statement of cash flows (continued)

For the year ended 31 December 2013

Cash flows from operating activities

Cash generated from operations

Interest paid

Met cash {used in) [ generated from operating activities

Cash Mows from investing activities

Purchases of tangibée and intangible assats

Proceads from sale of tangible assets

(increase) [ decrease in non-current receivables

Increase in current financial asseis

Interest paid

Spin-offs

Acquisition of subsidiaries, net of cash acquired

Met cash generated from / (used) in investing activities

Cash flows from financing activities

Received loans and borrowings

Repayments of loans and bormowings

Met cash generated from | (used) in financing activities

Met increase | (decrease) in cash

Cash at 1 January
Cash at 31 December

2013 2012

in HRK'000) (in HRK'000)

317 722 502 142

(657 266) {2?9.3?9]_

(379,544) 222 763

{1,152 ,274) (268 TIE)

1,454 195 &, 204

(326,104) 151,788

(B14] (1.717)

374 TEB 29170
(5.948)
(9.751)

334,260 (83,292)
1,562 848 1,058,863
{1,430,579) (1,238672)
132370 (1749, 809)
|__r,'m (40,338)
49 455 H.?H_
136,541 49,455

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

statements.

Zagrebacki holding d oo, Fagreb



Notes to the unconsolidated financial statements of the Company
For the year ended 31 December 2013

1. GENERAL INFORMATION
History and incorporation

On 27 December 2005, The City of Zagreb and the Company concluded several share transfer agreements
involving 22 companies on the basis of which the ownership inferests in these compamses were transferred in full
from the City of Zagreb to the Company. The transfarred equity intérests in the nominal amount of HRK 4 038 580
thousand represent assets that are at the free disposal of the Company. In addiion, pursuant to these
agreements, the City of Zagreb increased the subscribed capital of the Company, by comverting the recesvables
under the Share Transfer Agreemeni Dy a lotal of HRK 4,038 580 thousand in equity

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

Lipon the merger, the merged entities transferred all of their assets and liabilities to Zagrebatki holding d.o.o. as
the acguirer, Pursuant to the underlying menger agreemenis and the applicable provisions of the Companies Act.
the share capital of Zagrebacki holding was not increased by the share capital of each of the merged entities
because it held 100 percent of share capital in each of the antities.

Yaar of
# Mame af the branch marnger Hate
1 Gradekp stamband komunakno 2006 Separated from Holding inlo new trade comparny 83 of T Novemiber
pospodanstve ik
2 ba | advodnia 2008 mmmmmummmmuurﬂmr
| Cistots 2006
4 Zagrebatke ceste 2006
L] Zrinjevac 2008
B Gradaka grobla 2006
7. Zagrebparking 2006
B Trince Lagreb 2006
e Autabusne kalodhwar 2006
10 2G0S 2006
11, Zagreback: digitaini grad 7005
12, Zagrebadii elekbitrs tramvaj (ZET) 2006
13, Stanogradnja 2008  Pan of branch solated n trade company as of 7 Navernber13
14, Rabail teeminak Zagrat
15.  ‘Wadimir Nazos 2007
16 Zagrebadii velesajam 2007
17 Zagreb film 2007 Separabed from Holding and transfered to the City of Zagreb in 2007
18 iﬁ:’“'mmmmm 2007 Separated from Hodding and bransfered ta the City of Zagreh in 2007
19 AGM 2007 sup.mudhnhﬂmrgmwm:;ﬂdnmmnrnﬂ”w
20, Tehnoiokki park 2007 Separated from Holding and transfered o the City of Zagreb in 2008
21.  Zagrebaka veletrineca 2047 Extinguished in 2007 and menged o branch Trinice Zagrab
22 Spors facilty managemsan 2007
23 Aulobusna radionica Zagreb (ART) 2007 Wound-up in 2007 and meanged bo ZET

Zagrebatki holding d 0.0, Zagreb
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

1. GENERAL INFORMATION (CONTINUED)

Principal activities

At 31 December 2013 Zagrebatki holding d.o.o., Zagreb ("the Company”) comprised the following business

branches:
Marme of the branch Headguariers Famm af Principal activity ___Ownership intenest
CIGBNESalion 2013 2012
Zagrebatkl holding Avenija grada limitad Publk: transport; water 100% City  100% City
ukowar 41 kabiliy supply, cleaning, waste of Zegret  of Zagred
company  colection and disposal,
travel agency Dusiness
sparts, facility and real estate
rmanagemant
1. Gradska grobla Mirogoj 10 branch Funeral and related services  100% Zg.  100% Zg
hiziding halding
2 Cisipta Radnitka 82 branch Public area cleaning, washe 100% Zg.  100% Zg
collecton and desposal heaziding haolding
3, Zagrebadki elekindni Crzaljska 105 branch Fublic passenger transpor 100% Zg.  100% 2g.
tramvaj haiding holding
4, Zrirgavac Remetinetka 52 branch Landscaping and plam 100% Zg.  100% Zg
grvaeng halding halding
5 Zagrebparking Subiteva 40 branch Public parking lots and 100% Zg.  100% 2g
garages halding holding
6 Zagrebalke cesie Donje Svelice 48 branch Reguanal and local road 100% Zg.  100% Zg.
management, mainbananos nolgang hodding
and consireclion
T Autobusni kolodvor Avenig M. Drida 4 branch Bus station 100% Zg. 100% Zg
Zagreb hakiing hoiding
8  Trinice Zagreh Subideva 40 bramch VWholesahe and retail 100% Fg.  100% Zg
markets, warehousing and holding hriding
slorage
& ZIGOS5 Zeleni trg 3 branch Wasle collectaon and 100% Zg.  100% Zg
remaval hiding halding
10.  Zagrebadki digitaini grad  Slavonska avenija branch Lease of IT cable and 100% Zg. 100% Zg
bb nebwark Systems hoiding haaldling
1. Stancgradnja Bukowadia 4 branch Flat construction and sale 100% Zg.  100% 2g
halding halding
12,  Sports facdty Trg K. Cosida 11 branch Sports faciliy managemant 100% Zg.  100% Zg
management and mainbenance heaiding halding
13, Robni terminali Zagrer  Jankomir 25 branch Warshousing 100% Z2g.  100% Zg
Perldirg halding
14 Viadimir Mazor Maksimir 52 branch Travel agency businass 100% g 100% Zg.
halding holkding
15 Zagrebadki velesajam Ay Dubrawnik 15 branch Onganssation of fairs, 100% 2g.  100% Zp.
CONQresses, Saminars hailkding hicdding

Zagrebalki holding d.o.0., Zagreb
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Notes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2013

1. GEMERAL INFORMATION (CONTINUED)

Principal activities {continued)

Mame of the branch Headquanes Farrm of Principal achwty Cramership indenest
arganisation 2013 2012
Companies and institutions owned by Zagrebalii holding
Gradska plinara Zagreb ; limited Eability : 100% Zg. 100% Zg
1 doo Radnitha cesta 1 compaTy Gas distributson nalging hoiding
CGiradska phinara Zagreb - lirnited kability 100% Z2g.  100% Zg
) Coalubs d.o.a Radnitka cesta 1 comgany Gas supply holding heiding
imited Babilty Lease of advertising 1% 23 1% 2g
A al 1 =
Zagreb plakat d oo Savska cesia company space halding hodding
1 & 1
4  (Gradska pakarma Zagreb Kralia Driislava & instituthan Dirugsiore MDE{;E g hﬁﬁﬁ:g
Sporis facility
lirmited Eabilly managernent and i00% Ig.  100% Zg
5 Zagreb arena d oo Bavseka casta 1 ny of ing holding hokding
evants
Giradskg stambena
himitied hability 100% Zg.
6. :.ﬂ:r:malnu gospodarstee Savska cesta 1 ny Facility management naldng -
Vidoopskrba | cdvodnia limitad Babilty  Waler collection 100% £g
" doo Folugoiemwe 1 comgany  treatment and supply holkdng
hirmbed katity 100% 2g.
B AGMdoo Mihanoviteva 28 ny Publsheng naiding
g <Zagrebacka stancgradnja  Bukovatka cesta  rmited kabilty  Flat construction and 100% Ig
T odaa 4 COTHEnTY Sl halding -
limited Babilty organizaca spartskog 100% Zg.
10, Cenard.oog Palmoticava 4 ay Betovarsa 2 miad hold

According fo the Company's demerger plan in November 2013 the following four operating unils were spun off
water supply (as @ result of the underyving legislation changes), Facility management, Construction and sale of
flats, and Publishing (as a result of the sirategic focus to separale commercial operations from the communal

activities), resulting in the establishment of four new companies.

Purzuant o the Decigion Mo Tt-13/25472-2 of the Commercial Court in Zagrab, dated 8 Movember 2013, tha
demerger of the Company involving the establishment of the following new companies was entered into the Court
registry: Gradsko stambeno komunaling gospodarstvo d.oo., Vodoopskrba | odvodnia doo., Zagrebadka

stanogradnja d.o.0., and AGM d.o.o. (Note 4 Status changes)

Iagrammnnldr;uu.zagrdz
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

1. GENERAL INFORMATION (CONTINUED)

Principal activities
During the year, the principal activities of the Company comprised the provision of the fallowing services:

Cleaning and waste removal services

Fublic passenger Iranspon services

Waler collection, treaiment and supply

Landscaping and plani growing

Managemaent, maintenance. construction and protection of regional and local roads
Warehousing and rental senices

Flat construction and sale

Ofher sarvices

To m~8s a0 oo

Staff

Al 31 December 2013, the Company had 5, 859 employees (31 December 2012: 11 620 employees), as presented
bl g

Branch I Z2013 22012
ZET 4,184 O agme
Cistota 1518 1,570
Zringevac T Tra
Zagrebatke ceste BE7 718
Sportski objekti 501 485
Zagreb parking 474 480
Trnice Zagreb 74 Ja2
Gradska groblja 310 314
Robni terminall Zagreb 293 342
Headgquarters 232 205
Zagrebadki velesajam 222 233
Autobusni kolodvor Zagreb 121 123
Viadimir Mazor Ba 85
ZGOS 36 39
Zagrebacki digitalni grad 17 15
Stanogradnja 10 13
AGM - 38
GSKG - 200
Vodoopskrba | odvodnja - 1,221
9,859 11,620

Zagrebadki holding d.o.o.. Zagreb 14



Motes to the unconsclidated financial statements of the Company (continued)
For the year ended 31 Decemnber 2013

1.

GENERAL INFORMATION (CONTINUED)

Directors and management

The members of the Management Board of Zagrebacki holding were as follows:

1

vo Cowié. President until 30 June 2013

Viasta Pavic, Member until 30 June 2013

3 Alenka Kodida Citin-5ain, Member until 30 June

a9

2013
Tomislay Culo, Member until 30 June 2013

Slobodan Ljubitié, President since 1 July 2013
Ivan Toli¢, Member since 1 July 2013

Ante Samodol, Member since 1 July 2013
Daniela Frani¢, Member since 1 July 2013

Zdenko Milas, Member since 2 July 2013

10. Mike Nodile Lakag, Member since 17 August 2013
11.Darija Jurica Vukowié, Member since 17 August

2013

Zagrebatki holding d.0.0., Zagreb

2012
1.lvo Covi¢, President

2. Branimir Dedi¢, Member until 12 October 2012
3 Viasta Pavi¢, Member

4 Alenka Kodta Cigin-Sain, Member

5. Tomislav Culo, Member since 12 October 2012
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Notes to the unconsolidated financial statements of the Company (continued)
For the year anded 31 December 2013

Directors and management (continued)

GENERAL INFORMATION (CONTINUED)

The directors of the companies and branches managed by the Company at 31 December 2013 were as follows:

Company ! branch
Zagrebatki halding d.o.o.

=il

10,

11,
12.

13.

14.

15.

iGradska groblja, a branch
Cistoéa, a branch

ZET, a branch

Zrimjevac, & branch
Zagrebparking, a branch

Zagrabalke ceste, a branch
Autobusni kotodvor, a branch

Trinice Zagrab, a branch
ZG0S, a branch

Zagrebadki digitalmi grad. a branch

Stanogradria, a branch
Robni terminali Zagreb, a branch

‘fadimir Mazor, @ branch

Zagrebalki welesajam, a branch

Upravifanje spontskim obpeklima, a branch

Director / Manager

vo Covié until 18 July 2013, Slobodan Ljubifé since 18 July
2013

Ljerka Cosié

Branimir Valadek until 15 Movember 2013, Miljenko Benko
since 15 November 2013

Dubravko Bariéeweé uniil 15 Nevembar 2013, Ivan Talié from
18 Juky 2013

Igor Toljan

Robert Mideta untid 15 November 2013, Nike Nodilo Lakod
until 186 December 2013, Ana Preost since 18 December 2013
Alen Gospotic

Ante Cicvarié until 15 November 2013, Martina Penist since
15 Movember 2013

Cario Kobediak until 15 November 2013, Zdenka Palac since
15 November 2013

Zlatko Milanowd until 02 August 2013, Anita Udowitic since 15
Movermber 2013

lvana Krivic undil 15 Movember 2013, Gordana Pokrajtic simnce
15 Movembser 2013

Zdravko Jug

Tada Cigic until 15 Movember 2013, Darija Jurid Vkows until
01 January 2014

Sran Viaowic until 18 July 2013, Predrag Alebst since 15
Movamber 2013

Milan Trbojevié until 15 November 2013, Manna Pavkovid
gince 15 November 2013

Ivey Ené untid 15 Movember 2013, Drago Kosit since 15
Movernber 2013

Zagrubaf:luhnldrrgdﬂﬂ.z;ﬂmh
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Notes to the unconsclidated financial statements of the Company (continued)
Far the year ended 31 December 2013

1. GENERAL INFORMATION [CONTINUED)

Directors and management (continued)

Members of the Supervisory Board of Zagrebatki holding during 2013

Mata Crkvenac, President {untdl 30 Juna 2013)

Marutka Vizek, Deputy President (since 28 February 2012)
Hrvoje Simovié, Member (since 28 February 2012)

Mina Teped, Member (until 30 June 2013)

Wiado Leko, President (since 01 July 2013 until 21 Oclober 2013)
Mirma Situm, Deputy President (since 01 July 2013)

Vida Demarin, Member (since 01 July 2013}

Gojko Badovan, Member (since 01 July 2013}

Ivan Siki¢, Member (since 01 July 2013)

10. Dawor Stern, Member (since 01 July 2013)

B @ s @ o AW R

Members of the Supervisory Board of Zagrebatki holding during 2012:

v Drudic, Prasident (until 28 Fabruary 2012)

Josip Kregar, Deputy President of the Supervisory Board {until 28 February 2012)
Andelka Buneta. Member (until 28 February 2012}

Dragan Kovadevic, Member (until 01 May 2012)

Mato Crikvenac, President (since 28 February 2012)

Maruska Vizek, Deputy President (since 28 February 2012)

Hrvoje Simovié, Member (since 28 February 2012)

Mina Teped, Member (since 2B February 2012)

o o o R W M

Zagrebadki holding d.o.0.. Zagreb



Motes to the unconsolidated financial statements of the Company (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

o

Mihaela Grubigit Seba (until 19 June 2013)
Burdica Jurié {until 19 June 2013)

Wiktor Gotovac (until 19 Jumne 2013)

Milan Bandi¢ (since 19 June 2013}

Sandra Svaljek (since 28 June 2013)
Slavko Kojié (since 28 Jums 2013)

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

muﬂﬂam_.h_u!u—n

e L e )
o A W R = D

Davor Bernardié {until 27 September 2012)
Dragan Korolija-Marinic {until 27 September 2012)
Zvana Brumnic [until 27 September 2012)

Dragan Vutic (until 27 September 2012)

Jurica Meié {until 27 Seplember 2012)

Tatjana Holjevac {until 27 September 2012)
Vesna Brezié (until 27 September 2012)

Danira Bilié (until 27 Seplember 2012)

Vedimir Srida (untl 24 May 2012)

Joro Radod (until 24 May 2012)

Darinko Kosor (until 27 Seplember 2012)

Menad Matic (from 24 May until 27 September 2012)

. Dragan Kovatevic (from 24 May wntil 27 September 2012)

Mihaela Grubidit Seba (since 27 September 2012)
Burdica Jurid (since 27 Saptember 2012)
Viktor Gotovac (since 27 September 2012)

Zagrebachki holding d 0.0, Zagreb




Motes to the unconsolidated financial statements of the Company (continued)
For tha year ended 31 December 2013

2. ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS

Standards and Interpretations effective for the current period

The following amendments to the existing standards issued by the International Accounting Standards Board
(lASB) and adopted by the EU are effectve for the curment pariod:

+ IFRS 13 “Fair Value Measurement”, 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" - Severe Hyparnnflation and Remowval of Fixed Dates
for First-time Adopters, adopled 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 panods beginning on or after 1 January 2013},

* Amendments to IFRS 7 “Financial Instruments: Disclosures” - Offsetting Financial Assets and Financial
Liabivties, adopted by the EU on 13 December 2012 (effective for annual periods beginning on or afier 1
January 2013),

« Amendments to IAS 1 "Presentation of financial statements” - Presentation of Items of Other
Comprehensive Income, adopted by the EU on 5 June 2012 (eflective for annual pericds beginning on or after
1 July 2012),

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

= Amendments to IAS 19 “Employee Benefits” - Improvements to the Accounting for Post-employment
Benefits, adopted by the EU on § June 2012 (effective for annual penods bBiginning on or after 1 January
2013),

= Amendments to various 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, IAS 34) primarily with

a view o remowing inconsistencies amd clarifwng wording, adopted by the EU on 27 March 2013
(amendments are io be applied for annual penods beginnang on or after 1 Jangary 2013),

= IFRIC 20 "Stripping Costs in the Production Phase of a Surface Mine”, adopted by the EU on 11
December 2012 (effective for annual periods beginning on or after 1 January 2013).

The adoption of the amended and revised Standards and Inferpretation has not lead to changas in the Company's
accounting polices

Zagrebatki holding d 0.0, Zagreb 18



Notes to the unconsolidated financial statements of the Company (continued)
Far the year ended 31 December 2013

2. ADOPTION OF NEW AND REVISED INTERNATIOMAL FINANCIAL REPORTING STANDARDS

(CONTINUED)

Standards and Interpretations issued by IAS8 and adopted by the EU but nof yet effective

Al the date of authorisation of these financial statements the following standards, revisions and interpretations
adopted by the EU were in issue but not yet effective:

IFRS 10 "Consolidated Financial Statements”, adopted by the EU on 11 December 2012 (effective for
annual periods 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},

IFRS 12 “Disclosures of Interests in Other Entities”, adopted by the EU on 11 December 2012 (effective
for annual pericds beginning on or after 1 January 2014),

IAS 2T [revised in 2011) “Separate Financial Statements”, adoplted by the EU on 11 December 2012
ieffectve for annual periods beginning on or after 1 January 2014),

IAS 28 (revised in 2011) “Investments in Associates and Joint Ventures”, adopted by the EU on 11
December 2012 {effective for annual periods beginning on or after 1 January 2014),

Amendments to IFRS 10 “Consoclidated Financial Statements™, IFRS 11 “Joint Arrangements” and
IFRS 12 “Disclosures of Interests in Other Entities" — Transiion Guidance. adopted by the EU on 4 April
2013 (effective for annual periods beginning on or after 1 January 2014)

Amendments to IFRS 10 “Consolidated Financial Statements”, IFRS 12 “Disclosures of Interests in
Other Entities” and IAS 27 “Separate Financial Statements” - Investment Entities (effective for annual
penods beginning on or after 1 January 2014),

Amendments to IAS 32 "Financial instruments: presentation” - Offsetting Financlal Assets and Financial
Liabilities, adopted by the EU on 13 December 2012 (efective for annual penods beginning on or afer 1
January 2014)

Amendments to I1AS 36 “Impairment of assets™ - Recoverable Amount Disclosures for Nen-Financial
Assets (effective for annual periods beginning on or after 1 January 2014,

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

The Management Board has alected not to adopt these Standards, revisions and Inierpretations @ advance of
their effectve dates

Zagrebatki holding d o o, Zagreb 20



MNotes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

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

Standards and Interpretations issued by IASB, but not yet adopted by the EU

Al present, IFRS as adopted by the EU do not significantly differ from regulabons adopted by the IASE, except
from the following standards, amendments to the existing standards and interpretations, which were not endorsed
for use as at 10 June 2014.

 IFRS 8§ “Financial Instruments™ and subseguent amendmenis (effective date was nol yet determined],
» IFRS 14 “Reguiatory Deferral Accounts® (effective for annual perods beginming on or after 1 January
2018),

 Amendments to IAS 19 "Employee Benefits" under the heading "Defined benefit plans: the payment of
contributions by employvees (efective for annual periods beginming on or afler 1 July 2014),

«  Amendments to various standards “Improvements to IFRSs (cycle 2010-2012)" resulling from the
annual improvement project of IFRS (IFRS 2, IFRS 3, IFRS 8, IFRS 13, 1AS 16, IAS 24 and IAS 38)
primarily with a view 1o remgving incongistencies and clanfying wording (amendments are 1o be applied for
annual periods beginning on or after 1 July 2013),

«  Amendments to various standards “Ilmprovements to IFRSs (cycle 2011-2013)"resulting from the
annual improvement propect of IFRS (IFRS 1, IFRS 3, IFRS 13 and IAS 40) primarily with a view 10 removing
inconsistancies and clarifying wording (amandments are fo be applied for annual penods beginning on of
after 1 July 2014),

* IFRIC 21 “Levies" (effective for annual pericds beginning on or after 1 January 20714)

The Management Board anticipates thal the adoption of IFRS 8 "Financial Insfruments” will have a material impact
on the measurement and disclosure of financial statements and the adoption of IFRS 12 “Disclosure of inferast in
Orhar Enfifres™ and IFRS 13 “Far Value Measuremen!™ will result in more detailed disclosures in the
unconsolidated financial statements.

The Management Board anticipates that the adoption of IFRS 10 "Consolidated Financial Slalements”, IFRS 11
“Joint Arrangements © will not have a material impact on the unconsolidated financial statements of the Company
iry the peeriod of their agoption.

It also anticipates that the adoption of the above-mentioned amendments to WAS 32 and IFRS 7 will result in
enhanced disclosures about the offsetting of finrancial assets and financial liabilites = the future. In addition, the
Management Board considers that IFRIC 20 will have no impact on the unconsolidated financial statements of the
Company because the Company is nol engaged in the activities of this nature

Zagrebacki holding d.o.o., Zagreb 21



MNotes to the unconsolidated financial statements of the Company (continued)
Far the year ended 31 Decamber 2013

3. SIGNIFICANT ACCOUNTING POLICIES
a) Statement of compliance

These wnconsolidated financial staterments are prepared in accordance with International Financial Reporting
Standards adopted by European Union (IFRS)

b} Basis of preparation of the unconsolidated financial statements

The unconsolidated financial statements of the Company Incorporate the financial stalements of Zagrebacki
holding d.o.o. and of its branches.

The unconsalidated financial statements of the Company have béen prepared under the historical cost basis,
excepd for certain non-cumment assets, which are sfated at revalued amounts, as dischosed in Note 18 and 19 to the
finamcial statemants.

The preparalion of the unconsolidated financial statements in accordance with IFRSs requires from management
to make estimates and assumpbions thal affect the application of accounting policies and reported amounts of
assets and liabilities, and revenues and expenses. The areas involving a hegher degree of judgement or
complexity, or areas whera assumptions and estimabes are significant to the unconsolidated financial staberments
ani disclosed in Mote 3x.

¢} Reporting currency

The unconsolidated financial statements are presented in Croatian kunas. All amounts disclosed in unconsalidated
financial statements are presented in thousands of kunas unless stated otherwise. At 31 December 2013, the
official exchange rate of the Croatian kuna against 1 EUR and 1 USD was HRK 7 837643 and HRK 5 549000,
respectively (31 December 2012 HRK 7.545624 for 1 EUR and HRK 5 726754 for 1 USD)

d) Intangible assets
Computer soffwang

Software licences are capilalised based on the cost of purchase and bringing software into a working conditicn for
its intended use. The cost is amortised owver the useful life of an asset

imermatly generated intangibie assets - research and development expenditure

Expenditure on research activilies i recognised as an expense in the pernod in which it is incurmred. An intermally-
generated intangible asset ansing from development (or from the development phase of an intermal project) is
recognised if, and only if, all of the following have been demonstrated

+  the technical feagibilty of completing the intangible assef so that it will be available for use or sale;
=  fhe intention to complete the infangible asset and use or sall it

= the ability to use or sell the intangible asset,

= intention to complate the intangible asset and its use or saelling it

= how the intangibile asset will generate probable future economic benefits:
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MNotes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

3. SIGHIFICANT ACCOUNTING POLICIES (CONTINUED)

d} Intangible assets (continued)
frfermadly Wﬂ&"ﬂﬂ'ﬂ' lﬂlﬂl"lﬂmfﬂ‘ assels — neseanch and developmen! expendifiing (continued)

= e availabiity of adequate technical, financial and other rescurces fo complele the development and o
use or sell the intangible asset; and
e i abildty 10 measung relably the expenditune attributable to the intangible assel dunng s developrment

Thie amount initially recognised for an intermally-generated inangitle asset ig the sum of the expenditure incurmed
from the date when the iMangible asset first meets the recognition critena hsted above. Where no inlemally-
generated intangible asset can be recognised, development expenditure is recognised in profit o loss in the penod
in which it is incurmed.

Subsequant to initial recognition, internally-generated intangible asseds are reported at cost less accumulated
amaortisation and accumulated impairment losses, on the same basis as intangible assets that are acquired
separately.

e] Property, plant and equipment

Land and busidings held for use in the producton or supply of goods or sensces, or for administrative purposes,
arg stated in the statement of financial position at thes revalued amounts, being the fair valug at the date of
revaluation, less any subsequent accumulated depreciation and subsequently accumulated impairment losses.
Revaluations are performed with sufficient regularity such that the carrying amounts do not differ materially from
those that would be determined using fair values at the end of each reporting pericd.

Any increase arising on the revaluation of such land and buildings is recognised in other comprehensive income,
except to the extent that it reverses a revaluaton decrease for the same asset previously recogrised in profit or
loss, in which case the increase is credited to profit or loss to the extent of the decrease previously recognised. A
decrease in the canrying amount ansing on the revaluaton of such land and busldings s recognised in profit or loss
to the extent that it exceeds the balance. i any, held in the properties revaluabon reserve redating 1o 8 pravious
révaluation of that assat.
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Motes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

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

Properties in the course of construction for production, supply or administrative purposes of purposes nat yel
dafined are carried al cost, less any recognised impairment loss. Cost includes professsonal fees and, for
qualifying assets, bormowing costs capitalised in accordance with the Company's accounting policy. Depreciation of
these assats, which is provided on the same basis as for other properties, commences when the assets are ready
for thear intended use

Freehold land is not depreciated.
Instaltatons and equipment ane recognised indially at cost, less accumulated depreciation and accumulated
impairment losses.,

Depreciation is provided $0 as o write down the cost or revalued amount of an assel over the estimated useful ke
of the asset using the siraighi-line method. The estimated useful life and amortisation method are reviewed ai the
end of each annual reporting period, with the effect of any changes in estimale being accounted for on a
prospective basis.

Assals held under finance leases are depreciated over their expectad useful lives on the same basis as owned
assets or, where shorter, the term of the relevant lease.

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

Proparty, plant and equipment are depreciated using the siraight-line method at the rates ranging from 1.25% to
25 % annually, over the following useful lives

2013 2m2
Buiidings 20-80 years 20-80 years
Vehicles #4-20 years 4-20) years
Plant and equipment 4-10 years 4-10 ywars
Dffice equipmant 4-5 years 4-5 years

Residual value is calculated on prices prevailing at the date of acquisition or revaluation.
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Notes to the unconsclidated financial statements of the Company (continued)
For the year ended 31 Decamber 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

&) Property, plant and equlpment (continued)

Assets under construction comprise costs directly related o construction of tamgible fived assets plus an
appropriate allocation of wanable and fised overheads that are incurred during consiruction. Assels under
congiruction are depreciated once they are ready for use. Costs incured in replacing major portions of the
Company's facilities, which increase ftheir productive capacity or substantially exiend their useful life, are
capitalised. Maintenance, replacerment or pariial replacement cosis are recognised as expenses in the perod in
wiiich they are incurred

impaimment of fangible and iangiie assels

At each reporting date the Company reviews the cafmying amounts of is langible and inlangible asseis fo
determine whether there is an indication that the assets may be impaired. If any such indicabon exists, the
recoverable amount of the asset is estimated o determine the extent of any impairment loss. Where it is not
possible to estimate the recoverable amount of an indhadual asset, the Company estimates the recoverabla
amount of the cash-generating unit to which the assat belongs.

Recoverable amount is the higher of fasr value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific 1o the asset

If the recoverable amouwnt of an assef (or a cash-generated unif) is estimated to be less that its carmying amouwnt,
tha canmying amount of the asset (cash-ganerating unét) is reduced 1o its recoverable amouni An impasfment loss
is recognised immediately in profit or loss, unless the ralevant asset is land or a building other than an invesiment
property camied at a revalued amount, in which case the impairment koss is treated as a revaleaton decrease

Where an impairment 0% subseguently reverses, the carrying amount of the asset (or cash-generating wnit) is
increased 1o the revised astimate of its recoverableé amount. But 50 thal the increased canmying amount does not
axcead the carrying amaunt that would have been determined had no impairment loss been recognised for the
asset (or cash-generating wnit) in priar years. A reversal of an impairment loss is recognised immediately as profit,
unless the relevant assel is carmed al a revalued amount, in which case the reversal of the impairment loss is
reated as an increase due o revaluation.
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Notes to the unconsolidated financial statements of the Company (continued)
Fof the year ended 31 December 2012

3. SIGHIFICANT ACCOUNTING POLICIES (CONTINUED)
fi Investment property

Investment property represents property (land) held by the Company for increéasing its marke! value. Invesiment
property is measured initially al cost. Subsequent to initial recognition, investment properies are measured at fair
value. Gains and losses arising from changes in the fair value of investmant properties are included in profit or loss
for the period in which they arse

investment properties are derecognised on sale or permanent withdrawal from use. as well as when no future
economic benefits from their disposal are expected, Amy gain or loss arising from derecognition of an idem of
imresiment property, measured as the difference between the net disposal proceeds and the carrying amount of
the assed, is recognised in profit or loss when the iterm s derecognised.

During 2013 investment properties were remeasured at fair value on the basis of appraisals by a certified property
appraisal expert, upon which the gains and losses resulting from the change in the fair values were included in the
statement of profit o loss and other comprehansive incomea for the year 2013 (Note 18).

gl Mon-current financial assets

The Company classifies its fnancial assets into the following categones: financial assets ‘at fair value throwgh
profit or loss' (FVTPL), ‘loans and neceivables’, ‘held-to-matunty investiments' and ‘financial assets awvailable for
sale’

EfMective inferest meathod

The effectve interest method is a method of calculating the amortised cost of a financial asset and of afiocating
interast ncome over the relevant pernod The effective interest rate is the rate that exactly discounts estimated
future cash recespts (including all fees on points paid or received that form an integral part of the effective interast
rate, iransaction costs and other premiums of descounts) through the expected life of the financial asset, or, whare
appropriate, a shortar penod.

Income is recognised on an effective interest basis for dabl nstrumants offber than those financial assels
designated as at FWVTPL.
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Motes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

g) Mon-current financial assets [continued)

Financial assets are classified as at FVTPL when a financial assat is eithar held for trading or it is designated as at
FVTPL
A financial assed is classified as held for trading if:
= it has been acquired princapally for the purpose of salling in the near fubure. or
= i is & part of an identified portfolio of financial instruments that the Company manages together and has a
recent actual patbern of shor-term profit-taking; or
+ 5 a defivative not designated or effective as & hedging instrument

A financial liability other than a financial liability held for trading may be designated as at FWTPL upon indial
recogniticn if:
= guch designation eliminates or signficantly reduces a measwrement or recogniion inconsislancy that
would ofherwise arse. or
+ the financial liabiity forms part of a group of financial assets or financial liabédibes or both, which is
managed and is performance is evaluated on a fair value basis, in accordance with the Company's
documented risk management or investment sirategy, and information about the grouping is provided
internally on that basis, or
= it forms part of a confract containing one or more embedded derivatives, and I1AS 35 Finamcial
Instruments: Recognition and Measurement permats the enbre combened confract (assel or lablity) o be
designated as at F\WTPL

Financial assats at FAVTPL are stated at fair value, with any gains or losses ansing on remeasurement recognised
in profit or logs. The nei gain or loss recognised in profit or loss incorporates any dividends and interest paid on the
financial liability and is included in the ‘other gains and losses’ line item in the statement of comprehensive income,
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Notes to the unconsolidated financial statements of the Company (continued)
Far the year ended 31 December 2013

3. SIGHIFICANT ACCOUNTING POLICIES (CONTINUED)
gl Mon-current financial assets (continued)
HeldH duriby | | |

Bills of exchange and debentures with fixed or determinable payments and fixed matunties dates that the Group
has the positive intent and abslity to hold to matunty are classified as held-to-maturity investmants. Held-1o-maturity
imvestments are recorded at amortised cost using the effective interest method less any impairment, with revenug
recognised on an effective yield basis.

Financi il

Listed shares and lisied redeemable notes held by the Company that are traded in an active market are classified
as being AFS and are stated at fair value. The Company also has investments in unlisted shares that are not
traded in an aclive market but are classified as financ:al assets available for sale and camed at fair valua becausa
the management considers that their fair value can be determined reliably. Gains and losses arising from changes
in the fair value are recognised in other comprehensive income and accumulated in equity within investment
revaluation reserve, except for impaimment losses, inberest determingd using the effective interest rate and
exchange differences on monelary assets which are recognised in profit or loss. Where the investment is disposed
of or is determined to be impaired, the cumulative gain of loss previously recognised in the investments
revaluation resens is included in profit or loss for the period.

Dividends on AFS equity instruments are recognised in profit or loss when the Company's right o receive the
didends 15 established

Loans and receivables

Trade, loan and other receivables with fixed or determinable payments that are not guoted on an active market are
classified as loans and receivables and measured at amortised cost using the effective interest method, less any
impairment Iosses. Inferest income is recognised by applying the effective interest rate, except for shor-leqm
raceivables whan the recognition of interest would be immaterial.

The fair value of AFS monetary assets denominated in a foreign currency is determined in that foreign currency
and transiated at the spot rate at the reporting date. Exchange differences arisen 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 recognisad in other comprehensaive income.
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Notes to the unconsclidated financial statements of the Company (continued)
Far the year ended 31 December 2013

A, SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

gl Non-current financial assets (continued)
Impaimment of financial azsels

Financial assets, other than those at fair value through profit or loss reporied in the statement of comprehensive
income, are assessed for indications of impairment at each reporting date. Financial assets are impaired whesne
there is obechve avidence thatl, as a resull of one or more evants thal occuwrred after the initial recognition of the
financial asset, the estimated fulure cash flows of the investmant hawve been impacted.

For unlisted shares classified as AFS, a significant ar prolonged decline in the fair value of the secunty below its
cost is considered to be objective evidence of impairmant.

For all other financial assels, including redeemable notes classified as AFS and finance lease recemvables,
objective evidence of impairment could include:

= sagnificant financial &ficulty of the issuer or counterparty. or
= dafaull or delinguency in interast or principal payments. or
s+ it becoming probable that the borrower will enter bankruptcy or financial restructuring

For certain categores of financial asset, such as Irade receivables, assets that anre assessad not to be impaired
individually are subsagquently assessad for impairment on a collective basis. Objective evidence of impairment for
a portfolio of recenvables could include the Company’s past experienca of collecting payments, an increase in the
number of delayed payments in the portfolio past the average credif period of 60 days, a3 well as obserabla
changes in national or local economic conditions that cormelate with default on recewvables

For financial assets carried at smortised cost, the amount of the impairment is the difference batween the asset's
carmying amount and the present value of estimated future cash fiows, discounied at the fnancial assel's original
effective interest rate,

The carrying amount of the financial asset is reduced by the impairment koss directly for all financial assats with
the exception of trade receivables where the carrying amount is reduced through the use of an allowance account
When a trade receivable is considered uncollectible, it is writlen off against the alowance account. Subsequent
recoveries of amounts previously written off are crediled against the allowance account. Chamges in the camying

amount of the allowance account are recognised in the staterment of profit or loss and other comprehensive
incame.
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Notes to the unconsolidated financial statements of the Company (continued)
For tha year nrldﬂdﬂ[!ﬂmnbur_?ﬂf_} )

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

gl Mon-current financial assets (continued)

With the exception of AFS equity instruments camed at fair value through the statement of comprahensive income,
if, in @ subsequent penod, the amount of the impairment loss decreases and the decrease can be relabed
objectively 1o an evenl occurring after the impairment was recognised, the previously recognised imparment 10ss
is reversed through the statement of comprehensive income o the extent that the carrying amount of the
investment at the date the impairment 15 reversed does nol exceed whal the amaorbsed cost would have been had
the imparment not Deen recognased.

In respact of AFS equity securities at fair value through the siatement of comprehansive income, impasrment
losses préviously recognised in the statemeant of comprahansive intome are not reversed through the staternment of
comprehansive income. Any increase in fair value subsequent to an impairment loss is recognisad derectly in
equity

Derecogniion of inancial assels

The Company derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire; or it fransfers the financial assel and substantially all the risks and rewards of ownership of the asset to
ancther endity, If the Company neither fransfers nor retains subsiantally all the risks and rewards of ownership and
continues 1o control the transferred asset, the Company recognises is retained interest in the assel and an
associaled hability for amounts it may have io pay. If the Company retaing substantially all the risks and rewards of
ownership of a transferred financial asset, the Company continues 1o recogrese the financial asset and also
recognises a collateralised borrowing for the proceeds received.

h} Cash and cash equivalents

Cash comprises cash on hand and with banks. Cash equivalents comprise demand deposits and term deposits
with maturities of up 1o three months
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Motes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 Decambsar 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

gl Mon-current financial assets (continued)

With the exception of AFS equity instruments carmed at fair value through the statement of comprehensive income,
if, in a subsequent penod, the amount of the impairment loss decreases and the decrease can be related
objectively o an event occurring after the impairment was recognised, the previcusly recognised impairment loss
is reversed through the staterment of comprehensive income fo the extent that the carrying amount of the
investment at the date the impairment is reversed does not exceed whal the amortised cost would have been had
the impairment nol been ecognised.

In respect of AFS equity securities at fair value through the statement of comprehensive income, impasrment
lossas praviously recognised n the statement of comprehensive income ane nol reversad through the statermant of
comprabensive income. Any increase in fair value subsequent (o an impairment oss is recognised directly In
equity.

Derecognition of inancial assels

The Company derecognises a financial asset only when the confractual rights to the cash flows from the assst
expire; or it fransfers the financial asset and substantially all the risks and rewards of ownership of the asset o
ancither entity. If the Company neither tramsfers nor retains subsiantially all the risks and rewards of ownership and
cantinues o controd the transferred asset, the Company recognises ids retained inferest im the asse! and an
associated liability for amounts it may have to pay. If the Company retains substantiaily all the risks and rewards of
ownership of a trangferred financial asset, the Company continues to recognese the financial asset and also
recognises a collateralised borrowing for the proceeds received

h} Gash and cash equivalents

Cash comprises cash on hand and with banks. Cash equivalents comprise demand deposits and term deposits
with maturities of wp 1o three months
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

i} Trade recelvables and prepayments

Trade receivables and prepayments are shown at amounts invoiced in accordance with the underhing agresment,
crder, delivery note and other documends senving as the billing basis, net of allowance for uncollectible amounts,

The Management provides for bad and doubtful receivables past due beyond ane year, and on the basis of the
overall ageing structure of all receivables, as wall as by reviewing individual significant amounts receivable.

Il Inventories

Invanionas comprse mainky spare paris, matenals, wark in progress and finished products and are camied at the
lower of weighted average price, nef of allowance for obsolete and excessive invenories, and net realisable value
Management provides impairment of inventories based on a review of the overall ageing of all invenlories and a
specific review of significant indiidual items included in inventories. Inventones of work in progress and finished
products are carmied at the lower of production cost and the net selling price

k] Foreign currencies

The financial statements of the Company are presanted in the currency of the primary economic environment in
which the Company operates (s functional currency). MNon-monetary items camed at fair value that are
denominated im foreign currencies are refranslated at the rates prevailing on the date when the fair value was
determined. Mon-monetary items that are measured in terms of historical cost in a foreign currency ane not
refranslated

Exchange differences arnising on the settiement of monetary items, and on the retransiation of monetary items, ane
included in the statement of comprehensive income for the period. Exchange differences arising on the
refranslation of non-monetary items carried at fair value are included in the statement of comprehensive Income,
except for differences arising on the refranslation of non-monetary items available for sale in respect of which
gains and lossaes are recognised directly in equity. For such non-monetary ibems, any exchange component of that
gain or loss is also recognised directly in equity.

I} Ratirement and long-service benefits
For defined benefit retirement benefit plans, the cost of providing benefits is determined using the Projecied Unit
Credit Method, with actuarial valuations being camied oul al each reporting date. Actual gains and losses are

recognised in the period in which they arise.

Past service cost is recognised immediataly to the extent that the benefits are already vested. Otherwise, it is
amarised on a straighi-line basis over certain period wntil the banefits become wested
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Motes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

I} Retirement and long-service benefits (continued)

The retirement benefit obligation recognised in the statement of financial position represents the present value of
the defined benefit cbligation as of the reporting date, adpsted by actuarial gains and unrecognised past service
cost.

The Company provides one-off long-service benefits (jubilee awands) and retirement benefits to s employees.
The obhgation and the cost of these benefits are determined using the Projected Unit Credit Method. The
Projected Unit Credit Method considers each period of service as giving nse to an additional unit of benefit
entitlement and measures each unit separately to build up the final obligation. The retirement benefit obligation is
measured at the present value of estimated future cash flows using a discount rate that 8 similar to the interest
rate on government bonds where the currency and terms of the govemnment bonds are consisient with the
currency and estimated terms of the benefil obligation.

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

Cumrent fax

The tax currently payable is based on the taxable profit for the year. Taxable profit difers from the net profit
reported in the sialement of comprehensive income because it excludes items of ncome or expense that are
taxable of deductible in other years and it further excludes items that are not taxable or deductible, The
Company’s liability for current tax is calculated wsing tax rates that have been enacted or substantvely enacted by
the balance sheet dale

Defermed fax

Deferred tax is the tax expected to be payable or recoverable on differences between the camying amount of
assets and liabdities in the financial statements and the comesponding tax bas:s used in the computation of taxable
profit. and is accoumted for using the balance sheet liability method Deferred tax liabilities are generally
recognised for all taxable lemporary differences, and deferred tax assets are recognised to the extent that it is
probabée that taxable profits will be available against which the deductible temporary differences can be utilised.
Such assets and kabilities are nol recognised if the temporary difference arises from goodwill or from the initial
recogrition (other than in a business combinabion) of ofther assets and Babilites in a transaction that affects meither
the: taxable profit nos the accouwnting profit

Deferred tax liabilities are racognised for taxable temporary differences associated with imvesiments in subsidiaries
and associates, and interests in joint wentures, except where the Company is able to control the reversal of the
temporary difference and it is probable that the temporary difference will nol reverse in the foreseeable future.
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MNotes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

m) Income tax (continued)

Deferred lax (cominued)

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is
no lenger probable that sufficient taxable profit will be available to allow all or a part of the asset to be recoverad,

Defarred tax assets and liabilities are measured at the fax rates that are expected to apply in the penod in which
the liability is settled or the asset realised, based on tax rates (and tax |laws) that have been enacted or
substantively enacted by the reporting date. The measurement of deferred tax liabdities and assets reflects the
amount that the Company expects, at the end of the reporting perod, to recover or settle the carying amount of its
assats and Eabilities.

Deferred tax asseis and labilities are offsst when there is a legally enforceable right 1o set off current tax assets
against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the
Company infends to settie its current tax assets and liabilities on a net basis.

Currenf and defermed faxes for the panod

Deferred tax is charged or credited in the income siatement, except when it relates to dems charged or credited
directly to equity, in which case the deferred tax is also dealt with in equity, or where it arises from the initial
accounting of @ business combination,

Value-adoed fax (WAT)

Tha Tax Authorities require that VAT is settled on a nel basis. VAT on sale and purchase transactions s

recognised in the balance sheet on & net basis. If a trade debtor 5 impaired, the related impairment loss S
inchueded in the gross amouwnt of the debtor, which inclusdes VAT

n} Provisions

Provisions are recognized when the Company has a present chligation (legal or constructive) as a result of a pasi
event and it is probable (i.e. more likely than not) that an outflow of resources will be required to setile the
ablegation, and a reliable estimate can be made of the amount of the obligation. Provisions are reviewed at each
balance sheet date and adjusted to reflect the current best estimate. Where the effect of discounting is material,
the amount of the provision is the present value of the expenditures expected to be reguired o settle the
obligation, determined wsing the estimated sk free inerest rate as the decount rate. Where discounting is used,
the reversal of such dscountng in each year is recognised as a financial expense and the camying amount of the
provision increases in each year fo reflect the passage of time.
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MNotes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

n) Provisions (continued)

A restrucluring provision i recognised when the Company has developed a detailed formal plan for the
restructuning and has anncunced the plan to thase affected by it

The amount recognised as a provision is the best estimate of the consideration reguired 1o sefile the present
obligation at the reporting date, taking into account the risks and wncertainties sumounding the obligation, Where a
provision is measured using the cash flows estimated to settie the present obligation, its carrying armount is the
present value of those cash flows.

VWhen same ar all of the economic benefits required to setile a provision are expicted to be recoverad from a third
party, the receivable is recognised as an asset if it is wirtually cenasn that reimbursement will be received and the
amaunt of the receivable can be measured reliably,

o} Borrowing costs

Bomowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are
azsels thal necessarily take a substantial peried of time to get ready for their intended use or sale, are added o
twe cosd of those assets. until such tme as the assets are substantially ready for their intended use or sale
Irmvestment income earmed on the temporary investment of specific borowings pending their expenditure on
qualifying assets is deducied from the bormowing cosis eligible for capitalisation.

All other bormowing costs are recognised in net profit or loss for the period in which they are incurred,

Short-term borrowings and supplier cradits are recognised at the original amount less balances repaid. Interest
expense s charged to the statament of comprehansive incoms for the period to which the interest relates

p} Financial liabilities and equity instruments issued by the Company
Clazzificalion as debt or eqguily

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the
substance of the contractual arrangement.
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MNotes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

p) Financial liabilities and equity instruments issued by the Company (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 liabilities. Equity instruments issued by the Company are recorded at the proceeds received, net of direct
issue costs.

Oiligalions under financial guarantee contracts

Financial guaranies contract abligations. are measwred mitially at their fair values and are subsequently measured
at the higher of

= the amound of the obligation under the contract, as determined in accordance with 1AS 37 Provisions,
Contingent Liabilities and Confingent Assets, and

« the amount initially recognised less, whare appropriate, cumulative amortisation recognised in accordance
‘wilth the révenue recognition policies.

Financial iabiites
Financial liabilities are classified as either financial liabilities “at FWTPL' or ‘other financial liabilities'
Financral iabities al fair valwe Mrough profit or loss (FYTPL)

Financial liabdites are classified as at FVTPL where the financial liability is either held for trading or it is
designated as at FWTPL.

A financial liabdlity is classified as hedd for irading if

¢« it has been acquired prncipally for the purpose of selling in the near future; or

= itis a par of an identified portfolio of financial instruments that the Company manages together and has a
recent actual pattern of short-term profit-taking, or

& it is a derivative that is not designated and efective as a hedging instrument
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 Decamber 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

p) Financial liabilities and equity instruments issued by the Company (continued)
Firancial iabiities at fair valse through profit ar lass (FYTPL) (comtimeed)

A financial labilty other than a financial liability held for tradng may be designated as al FVTPL upon initial
recognition if

« such designation eliminates or significantly reduces a measurement or recognition incomssstency that
would otherwizae arise; or

# the financial liability forms part of a group of financial assels or fnancial liabd#hes or both, which is
managed and its performance is evalusted on a fair value basis, in accordance with the Company's
documented nsk management of investiment stralegy, and information about the grouping is provided
infermally on that basis; or

» it forms part of a contract coniaining one or more embedded derivatives, and IAS 39 Financial
Instruments: Recognition and Measurement permels the entire combengd contract (asset or liability) to be
designated as af F\WVTPL

Financial liabiditses at FWTPL are stated at fasr value, with any resultant gam or loss recogrised in the statement of
comprahansive incomea. The net gain or loss recogresed in the stalement of comprahansive income incorporates
interest paid on the financial liakility. The fair value is detarmined as described in Mote 45 - Financial instruments.
Other financial fabiities

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

Other financial kabivies are subsequently measured at amorised cost usang the effective interest method, with
interest expense recognsed on an effective yield basis.

The effective interest method is 8 method of calculating the amorised cost of a fimancial liakility and of allocating
interest expense over the relevant period. The effective interest rate is the rate thal exactly discouwnts estimated
future cash paymenis through the expacted life of the financial liabdity, or, where appropriate, a shorter period

Darecogmiion of financial labWwites

The Company derecognises financial Rabilites when, and only when, the Company's obligatlions are descharged,
cancelled or they expire.
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Notes to the unconsolidated financial statements of the Company (continued)
For the year andad 31 December 2013

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
q) ODperating segment reporting

In accordance with IFRS 8, the Company identified i operating segments on the basis of internal reporis about
components of the Company that are regularly reviesed by the chief operating decision maker in order to allocate
resources fo the segments and o assess their performance. Details of individual operating segments are
disclosed in Note 5 to the financial statements.

Tha Company monitors and presents specifically the results of its major business segments. The business
segments are the basis upon which the Company reporis il primary segmeni information. Cerlain financial
information, analysed by business and geographical segments. are presented in Nole 5.

r) Contingent liabilities

Contingent liabilities have not been recognised in these financial statements. They are disciosed unless the
possibilty of an cutfiow of resources embodying economic benefits is remote. Mo contingent assets have been
racognised in thesa financial statements. They are disclosed in the notes when the inflow of econamic banefils
becomes probable.

s) Events after the reporting period

Events after the reporting date that provide additional inforration about the Company’s position at the reporting
date (adjusting evenis) are reflected in the financial stalements. Post period-end events that are not adjusting
évants ara disclosad in the notes whan material.

t} Revenue recognition

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

Revenue description:

= Waler supply sennce income comprises income from comnections, waler meter installation, as well as
from permanent monthly fees, increased by achual consumption based on the assessed consumption
level, as adjusted at the end of the reporting period fo reflect the actual consumpbion based on the
readings;

# Public transport service revenue comprisas income from the sale of tickets as per the public transport
price list for the City of Zagreb:

=  Revenue from waste removal and cleaning contain income from the provided waste removal and cleaning
services at rates determined in the applicable pricelist of the City of Zagreb;
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Motes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

t)] Revenue recognition (continued)

Public road management and maintenance revenue is recognised to the extent of the services and works
delivered, in accordance with the underlying contracts with cusiomers,

Income from the sale of flats is recognised when the significant risks and rewards of the ownership are
passed onto the buyer, together with the redated costs of selling (constructing) the flats

Warehousing and operating lease income is recognised in accordance with I1AS 17 on a straight-line basis
over the relevant lease term

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

customer and when the collectability of the receivables i virtually cerain. Revenue from the sale of
goods is recognised when all the following conditions are satisfied

- the Company has fransfered io the buyer the signficant risks and rewards of ownership of the
goods;

the Company retains neither continuing managerial involvement 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 transaction will flow to the entity, and
the costs incumed or to be incurmed on those ransachons can be measwned reliably.

i. Sales of services are recognised in the accounting period in which the services are rendered, by
reference o completion of the specific fransacton assessed on the basis of the aciual service
provided as a proporiion of the lotal services to be provided.

The stage of completion of the confract is determined as follows:

fees for the laying of installations are recognised by reference to the stage of completion of installations,
which is determined as a period from the end of the réporting period relative to the total expected period of
installation compdation

senicing fees included in the cost of goods sold are recognised by based on the share of the total
senacing cost of a product sold by reference to the number of services performed of products sold in prior
periods; and

revenue from time and matenal contracts is recognised al the contractual rates as labour hours and direct
expenses are incurred.
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Motes to the unconsolidated financial statements of the Company (continued)
For the year anded 31 December 2013

J. SIGHIFICANT ACCOUNTING POLICIES (CONTINUED)

t) Revenue recognition (continued)

i,

v

W.

u) Leases

Income from government grants comprses the followsng

- granis related to assets, including non-manetary grants at fair value, which are presented in the
statermeani of financial position as deferred mcome, and are recognised as revenue in statement
of comprehensive income ower the pericd necessary to match them with the related costs
(depreciation),

- granie receivable as compensation for expenses or losses already incurmred or for the purpose of
ghving immediate financial support 1o the entity with no future related costs, which are recognised
a8 income of the penod in which il becomes recenvable

A govermment grant is not recognised until there is reasonable assurance that the Company will
comply with the conditions attaching o if, and that the grani will be receed

The benafit of a govermment grant approved at an interest rate below the market rate is accounted for
as a government grant and disclosed as the difference between the funds received and the fair value
of the loan on the basis of the prevailing market interest rates,

Grants whose primary condition is that the Company should purchase, construct or otherwise acquire
long-term assels are recognised in the statement of financial posiion as deferred income and
transferred to profit or loss on a systematic and rational basis over the useful life of the asset.

Other government subsidies are recognised systematically as revenue through the number of penods
necessary to match them with the related costs. Government granis that ane recenwable as
compensation for expenses or losses already incurred or for the purpose of gnang immediate financial
support to the Company with no fulure related costs are recognised in profit or loss in the pariod in
which they become recelivable

Intarest income is recognised on a time basis so a8 to capture the actual yield on an asset.
Dividend income is recognised when the nght to receive payment has been established.

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership 1o the lessee. All other leases are classified as operating leases.
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MNotes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

3. SIGMIFICANT ACCOUNTING POLICIES (CONTINUED)

u) Leases [continwed)
The Compary as lessor

Amounts due from lessees under finance leases ara recognised as receivables at the amount of the Company’s
net investment in the leases. Finence lease income is allocated to accounting periods so as to reflect a constant
periodic rate of retumn on the Company's nel investment outstanding in respect of the leases

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

The Company 45 Iessed

Agsats hald under finance leases are intially recognised as assets of the Company at theer fair value at tha
imception of the lease or, if lower, at the present value of the minimum lease payments. The comesponding liability
io the lessor is included in the statement of financial position as a finance lease obligation.

Lease payments are apportioned between finance charges and reduction of the lease obligation so as to achieve a
constant rate of interest on the remaining balance of the liability. Finance charges are charged drectly to profit or
loss, unkess they are directly attributable to qualifying assets, in which case they are capitalised in accordance with
the Company's general policy on bormowing costs, Contingent rentals are expensed in the period in which they
arise.

Operating lease payments are reécognised as an expénsa on a sitraight-ine basis gver the lease lerm, except
where another systematic basis is more representative of the time pattern in which economic benefits from the
leased asset are consumed. Contingent rentals are expensed in the period in which they arise

Incentives received 1o enter into operating leases are recognised as liabilibes. The aggregate benefit of incentives
is recognisad as a reduction of rental expense on a straight-fine basis. except where ancther sysiemabic basis is
mora reprasantative of the time pattern in which economic benefits from the leased asset ane consurmed

v) Derivative financial instruments
The Company enters into a vanety of dervative financial instruments to manage its exposure to interest rate and

foreign exchange rate risks. including forsign exchange forward contracts. inferest rate swaps and curmency
SWaDS.
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

v) Derivative financial instruments (continued)
Embedded denvalives

Derivatives are initially recognised at fair value at the date a derivative contract is entered into and are
subsequently remeasured at fair value al the end of each reporting period. The resulling gain or loss is recognised
in profit or loss immediately unless the derivative is designated and effective as a hedging instrument, in which
event the liming of the recognition in profit or loss depends on the nature of the hedge relationship. The Company
dessgnates certain derivatives as either hedges of the fair value of recognised assets or kabilties or firm
commitments (fair value hedges), hedges of highly probable forecast transactions or hedges of foreign currency
risk of firm commements (cash fow hedges), or hedges of net iInvesiments in foreign operabons

A dervative with a positove fair value |s recognised as a financial asset whereas a denivative with @ negative fair
value is recogmised as a financial liability, A derivative is presented as a non-current assel or a non-current Eability
if the rermaining maturity of the mstrument is mone than 12 months and i s nol expecied to be realized or setted
within 12 months. Other darivatives are presénted as curmént assets or current liabilities

Dervalives embadded in other financial instruments or host confracls ane ireated as separate derivalives whan
their risks and characieristics are not closely related o those of host contracts and the host confracts are not
carried at fair value through profit or loss.

An embedded dervative is presented as a non-curment asset or a non-current liability if the remaining maturity of
the hybrid instrument is more than 12 months and it is not expected to be realised or settied within 12 months.
Other embedded derivatives are presented as curment assets or curment liabilities.,

Fair value hedges

Changes in the fair value of derivalives 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 lability that are
atiributable to the hedged rigk, The change in the fair value of the hedging ingtrument and the change in the
hedged item atiributable 1o the hedged nak are recognised in the line of the statement of comprahansive income to
the hedged itam.

Hedge accounting is discontinued when the Company révokes the hedging relationship, the hedging instrument
expires or is sold, tesmanated or exercised. or no longer qualifies for hadge accounting. The fair value adjustrment
to the carmying amount of the hedged item arising from the hedged risk is amortised to 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 unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

3. SIGHIFICANT ACCOUNTING POLICIES (CONTINUED)

x} Use of estimates in the preparation of unconsolidated financial statements

Crtical jdgerments W BppiyTg Sccounting poiicies

in the application of the Company's accounting policses, the direcions ane required to make judgements, estimates
and assumplions aboud the carrying amounis of assets and liabilities that are nol readily apparent from other
souncas. The estimales and associated assumpbons are based on past experience and other factors that are
considered 1o be relevant. Actual results may differ from those estimates

The estimatés and underying assumpbions are conbinually reviewed. Revisions 1o accounbting estmates are
recognised in the period in which the estimate is revised if the revigion affects only that period or in the period of
revision and future periods if the revision affects both curment and future penods.

For the purpose of financial reporting. the Company measures some of its assets and labilities at fair value

In estimating the fair value of an asset or @ kabilty, the Group uses markel-cbservable data io the extent it is
available. Where Level 1 inputs are not available, the Company engages third party qualified valuers to parform
the valuation. The Company works closely with the qualified exdemnal waluers to establish the appropriate valuation
technigues and inputs to the model

Lisefw! life of propedy. pant and aquipmen|

The detarmination of the usefu life of the assets is based on past experence involving similar assets, as well as
on forecast changes in the economic environment and indusiry-specific factors The useful life is reviewed
annually or whenever there are indications of significant changes in the underlying assumptions. We believe this
accounting estimate is significant considering the considerable share of depreciable assels in the total assels.
Therefore, any change in the underfying assumptions could be matenial for the Company’s financial posibon and
the results of its operations

il of non-currenl assels

Impairment is recognised in the financial statements of the Company whenever the net carrying amount of an
asset or a cash-generating unit exceeds the higher of the assets i e. cash-generaling unit's recoverable amount or
fair value lass costs o sell. Fair value less costs to sell is determined on the basis of observable inputs from
ientical selling transactions under normal market conditions involving similar assels or observable market prices
less additional costs of dsposal.

Value in use is measured using the discounted cash flow projections. The maost significant vaniables in determining
cash flows are discount rates, time values, the period of cash flow projections, as well as assumptions and
judgements wsed in determining cash receipts and payments
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Motes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES ([CONTINUED)

x) Use of estimates in the preparation of unconsolidated financial statements [continued)
Avatahity of faxable profifs aganst wivich the deferred fax assels could be ecognised

A deferred fax assel is recognized only 1o the extent that it is probable that the redated tax benefit will be realised.
In determining the amount of deferred taxes that can be recognised significant judgements are required, which are
based on the probable quantification of me and leved of future taxable profits, together with the future tax planning
stralegy. Im 2013, deferred ftax assets on available tax differences were recogmised. The carying amount of
deferred tax assets is disclosed in Note 16

Actuanal estimates used i delfermuning employee benefits

The cost of defined benefits is determuned using actuarial estimates. Actuanal estmates involve assumplions
about descount rates, futune salary increases and the moriality or fluctuation rates. Because of the long-term nature
of those plans, there s uncedainty surmounding those estimates. Al 31 December 2013 provisions for employee
benefits amounted to HRK 110,709 thousand (at 31 December 2012 the lofal provisions amounted o HRK
280,615 thousand) (see Mate 31).

Consequances of certam legal actians

The Company is involved in legal actions which hawe ansen from the regular course of its operations. The
management makes estimatas when the probable oculcome of a legal achon has bean assessed, and the
prowvisions are recognised on a consistent basis (see Mate 31)

impairment of frade receivabies

Trade receivables are estimated at each balance sheel date (and monthly) and are impaired based on estimated
probatility of their collection

Some of the Company’s assats are measured at fair value for financial reporting purposes.

In estimating the fair value of an asset or a liability, the Group uses market-observable dala lo the exlen it is available.
Where Level 1 inputs are nol avadable, the Company engages third party qualfied valuers 1o parform the valuation. The
Company works closely with the gualified axdernal valuers o establish the appropriabe valuaton techniques and inputs o
the modeal.
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MNotes to the unconsclidated financial statements of the Company (continued)
For the year endad 31 Dﬂ;ﬂnhur_!ﬂ'li

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
¥} [IFRS 13 Fair value measurement’

The Group has applied IFRS 13 for the first time in the cuwmreni year. IFRS 13 establishes a single sowrce of
guidance for fair value measurements and disclosures about fair value measurements. The scope of IFRS 13 is
broad; the fair value measurement reguirements of IFRS 13 apply to beth fimancial instrument items and non-
financial instrument items for which other IFRSs require or permit fair value measurements and disclosures aboul
fair value measurements, axcept for share-based paymeni transactions that are within the scope of IFRS 2 Share-
bhased Paymen!, leasing transactons that are within the scope of IAS 17 Leases, and measurements that have
gsome similanties to far value bul are not fair value (e.g. nel realisable value for the purposes of Measunng
imventories or value in use for impairment assessment purposas).

IFRS 13 defines fair value as the pnce thal would be recenved o sell an assel or pald to transfer a kabilty in an
crderly transaction in the principal {or most advantageous) market at the measwrement date under curment market
conditions. Fair value under IFRS 13 is an exit price regardiess of whether that price is direclly observable or
estimated using another valuabion technique. Also, IFRS 13 includes exensive disclosure requiremeants. IFRS 13
requires prospective application from 1 January 2013, In addition, specific transitional provisions were given to
entibes such thatl they need not apply the disclosure requirsments s&t ouf im the Standard in comparative
information provided for periods before the initial application of the Standard. In accordance with these transitional
provisions, the Comapny has not made any new disclosures required by IFRS 13 within the comparative period
{year 2012). Other than the additional disclosures, the application of IFRS 13 has not had any malenal impact on
the amounts recognised in the financial statements

Zagrebadki holding d.o.o., Zagreb Ad



MNotes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

4. STATUS CHANGES

In 2013 the Company defined a demerger plan involving the establishment of new companies and transfer of a
part of its assets and liabilities to the new companies, in accordance with the adopted sirategic highlights. Undil the
&nd of 2013 the following operating units had been spun off Water supply (as a result of the underlying changes of
Law on Waters, Official Gazrette No. 153/09, 8311, 130411 and 56/13), Facility management, Construction and
sale of flats, and Publishing (as a result of the strategec focus to separate commercial operations from the
communal activities), resulting in the establishment of four new companies

Pursuant 1o the Decision (No Tt-13/25472-2) of the Commercial Court in Zagreb, dated 8 Movember 2013, the
demearger of the Company invelving the establishment of the following new companies was entered into the Court
registry. Gradsko stambenc komunalno gospodarstve doo, Veodoopskrba | odvodnja doo, Zagrebalika
stanogradnja d.o.0., and AGM d.o.0

As part of the demerger invalving the establishment of the above-mentioned companies, the share capital was
distributéd by reducing the share capital of the Company by HRK 2 068,128 thousand from HRK 4 208 829
thousand to HREK 2,139,501 thousand

The demerged assets and liabilities as of the demerger date are presented below

Construction Taotal
Facility Water
blishi
management supply and HI;.:: Pu ng 'ﬂm:l"il“
% fin 14 fir N [ir {in
HRE D00} HRK000) HEK D00} HRE'(00) HREDO0)
NON-CURRENT
ASSETS
Property, plant and
equipment 2101 4,386,318 = 121 4,388,540
Investments in
subsidianes 1,231 1,231
Cther financial assets 7,604 7604
Mon-current
recevables 28 5,624 2,503 525 9,680
Deferred tax asset 1,295 8,108 118 7.520
Total non-current
assets 12,259 4,399,051 2,503 TE2 4,414,675
CURRENT ASSETS
Inventories - 12 478 124 708 B.O7T 145,261
Current receivables 7.148 £53 300 - 361 560,809
Cash and cash
equivalenis o 4 253 1,681 14 5,548
Total current assets 11,401 56T 457 124,708 8,452 712,018
TOTAL ASSETS 23 660 4 966 508 127,211 9,214 5.126,553
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Notes to the unconsolidated financial statements of the Company (continued)

For tha year ended 31 Decamber 2013

4. STATUS CHANGES [CONTINUED)

EQUITY

Share capital
FRevalonzaton
resene

Total equity

NON-CURRENT
LIABILITIES

Prowisions

Leans and
borrowings payable
Liabilities to related
COMpanies

Dther long-term
liabilities

Defarmed income
Total non-current
liabilities

CURRENT
LIABILITIES
Liabilities to related
companias

Loans and
borrawings

Trade payables
Other shori-tarm
liabilitias

Total current
liahilities

TOTAL EQUITY
AND LIABLITIES

Off-balance sheet
iterms

Construction Total

Facility Water
mans ot supply and H:.:: Publishing liI:;rl::rgm;.llil
{in {in (i in {in
HRK'000) HRE 00) HRK000) HIRE 000} HRK 000
2.000 2.011.004 51,000 5128 2,069,128

2 636 = - 2,626

2000 2,013,626 51,000 5128 2,071,754
5473 58, 330 - 581 65, 384
- 281,782 - - 281,762
= 51,685 - 51,665
28 4920 - 457 5416
1,042 520 .. 1,942 520
6,502 2267 532 51665 1,048 2,346,747
12,847 185,653 8032 2 548 208,121
-t &8.138 68,138
- 174 550 174,550
2311 236 9640 16,514 489 256,283
15,158 665,350 24,546 3,037 708,082
23,660 4 966 508 127,211 8,214 5,126,593
176 176

As a result of status changes and legal requirements, Zagrebaltki holding d. 0.0, spun off the water supply services
in accordance with the Water Act The Act specifies the following restricbons applicable to municipal water

struciures:
*

They cannot be encumbered or enforced (Art. 200.1);

» I owned by the public supplier, they are excluded from the bankruplcy or lqusdation estate, and in the
event of bankruptcy or liquidation of the public supplier of water services, they are separated to form the
estate owned by the local government units (Arl. 200.2);

« Prvale persons cannat acquire @ magonty share in the pulblic water supplier who is also the owner of the
water utility buildings. Should this happen, the status of a public water supplier ceases, and the supplier is
no longer entitled to perform public supply and public sewerage services (Arl. 200 3 and Art. 202.3).
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Notes to the unconsolidated financial statements of the Company (continued)

For the year andad 31 Dacembar 2013

6. SEGMENT INFORMATION

SALES
2013 2012
(NHRKD00) (i HRK'00O)
Croatian market 2 877 BBE 2670813
EU market 2185 3,084
2,680,060 2,673,897

In accordance wilth IFRS 8, the Company identified its operating segments on the basis of intermal reporis about
components of the Company that are regularly reviewed by the chief operating decision maker in order to allocate
resources to the segments and to assess their perfformance. The Company identified (is cperaiing segmenis on
the basis of reports regularly reviewed by the Management and used by it in making strategic decisions. Operating
segments have been formed by the nature of the business of the branches managed by the Company (see Mote
1), identifying nine activites as operating segments, whereas the lenth segment includes all other activities of the

Group,

Upon the adoplion of IFRS 8, the manner of identifying reporting segments remained unchanged because they

wierg monitoned in the samea way even prior fo those changes.
T pparabng segments comprise the following:

1.  Water distribution
Passenger transport
Cleaning and wasie removal
Public raad management and maintenance

Parking senices

2

3

4

5

6. Warehousing and rentals
7. Waste disposal and management
8. Facility management

9 Flat consiruction and sale

10. Other acthities

Zagrebatki holding d.o.o., Fagreb
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Notes to the unconsolidated financial statements of the Company (continued)

Far the year ended 31 December 2013

5. SEGMENT INFORMATION (CONTINUED)

SALES [continued)

Set out below iz @ breakdown of revenug and results of the Company by its reporting segments presanted in

esccordance with IFRS 8 The presented sales compnse sales o third partes,

2013 2012
(i HRK'D00) (im HRE'D0D)
Passenger transport 464 BT3 443 206
Cleaning and waste removal 423, 205 415,709
Water distribution revenue 418,261 457 699
Public road maintenance and management 335,168 290,267
Facility management 176,713 189,488
Flat construction and sale 122,518 124 117
Parking services 118,818 123,831
Warehousing and rentals 892873 102,967
Waste disposal and managemant 7.507 10,043
Dther ncomme 522 722 505,850
_ 2,680,060 2,673,897

Otfar revenua comprises the following:
2013 2012

in HRK'000) = {in HHH'EI{]'DJ-

Landscaping and plant growing 182 260 164 867
Markels revenos 76,818 81,327
Sports facility management and maintenance .78 73,318
Fursral sandices 57 688 81,781
Trade fairs and congresses 43 018 44 023
Bus station 38,511 38,182
Travel agencies 23,734 23,533
Lease of iglecom cable and network sysiems 11,256 10,547
Publisheng 8,318 8,174
532,722 505,850
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MNotes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013 N S
5, SEGMENT INFORMATION (CONTINUED)
2013 segment revenue and results
2013 Facilty Watar Passanger  Cleaning Public road  Flad conslry-  Paming  Waiehaus- Wiasbe Oither Enmmnated Toial
mgmi dednibutean trarspot and washa mgmil ciaan SETVICES img and collecton
{im HRK'HO0) remaval and and sale rentalks and
mainsenanon removal
Fevenua from third paries 176,713 418,281 484 872 423 208 338,168 122518 1165619 92673 7,507 22 722 2 B0, BBO
I es-BEgImiam S5HE 297,140 16 665 3404 19,104 20,166 a7 8,760 2268 107215 OETY (4B 844 .
Total sales 473,853 434,030 488077 4432300 388,334 122,888 128,378 94,828 114,722 £32,505  (dB5E44) 7,680,080
Expenses from olher oparations, nal
ol other ordinary income {230,600) (42T ATE)  (41B43E)  [442,849) {148 858) (7B 480)  {110,828) (77,823 (67 58600  [606,692) 485644  [2,320,376)
Prafit / {loas) from operating aclivites 243224 7A52 40542 {340} BETE 44,076 e 17.318 47162 (74,087 359 6E4
FirBree nevernie 407,797 13603 15,536 6,072 1,234 16,205 2,218 a54 7 arrz 467,308
Financial sapanses 631,122 (15,422} (99,516 (1,697) (3009 (#0568  (3.7Em (BE2) (252 {3,108) {795, 364)
Hat financial resul {223,325) (1,815} (83,580) 4,378 (1. 788) (24, 364) (1.581) B2 (245 GEE {331 968)
Profit | {loas) befare taxatin 18,918 5,633 {34,338) 4,035 7,881 19,712 13,972 17,408 SEANT (73431} . Paral.
Tan expenss [25.884) . = = = . . (28 684
Mt prafit | loss) 15.765) 5,623 34,328 4,025 7,801 19,712 13,872 17,408 48,917 [T3.431) - 7,004
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 Deacembar 2013 - -
5. SEGMENT INFORMATION (CONTINUED)
2012 segment revenue and results
2012 Fatikty Waler Passenger  Cleaning  Publcroad  Flalconstiu-  Pamking  Warehous- Waste Oither Eliminated Total

g, distributian transpan and waste mgrt. clion SEMViCES ing and coliection
{in HRE'D00) remaval and and sale remais ard removal
margnanoe

Revenus from third panties 189 488 457 695 443 906 415,706 260,287 124117 123,83 102,967 10,043 505,850 - 2573807
Inter-segmentaina prodaja 199,363 8,054 3,680 16,151 75498 L3 A1 2,960 106,219 8223 (380.530) .
Total sales 388,081 477,683 447 588 421,860 318,788 124158 131,242 108,957 118,262 S15073  (380530) 2,673,897
E:n-m:'ﬂ ﬁﬂﬂ:Tm operations, net [298,514)  (448,564) [652,950) (422 45%) (291, 504) (T2,086) (102,449) (118,924) (70,134} [588,750) 380,530  (2.604,514)
Prafit / (kosa) lror operating activities 88,337 28585  (208.364) 9,401 24,281 52 062 28.763 i12.967) 45,128 {B3,677) . {23,017
Finance revenue 26,096 12916 4,728 7.315 735 6.517 1,555 1,269 73 BaT4 . 65679
Financial expenses (237 564) {15,812} {B0,733) (2,944) (2.972) (§7.707) {3,493) (808} (328} {2/014) - (404,378)
Med fmancial resull (211 488) {2 B96) {78,004} 437 (2,737} (51,1909 {1.958) 450 {25%) 6.960 - (334 BAT)
Prafit / (loss) before taxation (132,131} 28,083 (281, 368) 13,772 21,544 ar2 28 8BS (1 §07F) 45 873 (76, 717) - [35T.T14)
Tax axpansa (1,245} - = = . (1,295)
Nat profit | (loss) [123,426) 26,093  [281,368) 13,772 21,544 872 26855 (12,507 45ETI  (TRTT) . [388,008)
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MNotes to the unconsolidated financial statements of the Company (continued)
Far the year anded 31 December 2013
5. SEGMENT INFORMATION |[CONTINUED)
Segment agsets and liabilities at 31 December 2013
Assets and lisbilities 8t 311212013 Facility Water Passenger  Cleaning  Publcroad  Flatcomstru-  Paring  Warehous-  Wasie Otthar Eliminaled Tolal

mgrmt disfribution transpori and wasle mgmt chan BATVICES ing and colaction
(i HRIKDO0) remowal and and sale rarials and ramaval
mairianance

Propesty, plam and equspment 1,725 9449 - 3034 550 155 444 148, 800 475 183 143 752 332,875 65,339 3 048 64T « B 104 SRR
Irangble Assets 2508 % 15,916 1,911 51 47 &3 300 17 3,108 - 28,978
Irmvestmend praperny BT 751 - - GF5.2T4 390,583 - 2,201,620
Imventonies 2 . 44 181 10,058 41 636 16 87G ] 935 &0 3,570 - 144 B81
Trace recenvables, net 12 949 - 42,223 0,184 8,744 1,286 21 609 7 636 [ 41,253 : 207 526
Unaligcated 6,808 557 - 541,736 50,944 180,127 582,193 194 645 3,578 4B7 346 o656 (3399191) 5596881
Total assets 8,421,018 1,678,448 132,821 30,188 1080667 60408 1,284,604 553427 3612114 (3,399181) 17,314 2867
Issued bonds 2,791,203 . . * . . 2201203
Trade payables 28 803 - 62 E32 13,853 38 989 2,158 1364 2,665 7,55 49,720 : 208,275
Amounts due 10 employees 2196 + 32,051 8,546 4714 65 1181 1818 7285 14 BI8 : £8,098
Equity and unalocated kahiltes 7,101,524 - 3583563 10,122 336685 1087403 353063 1280077 S44.T67 1547 74T (3390191 14,746,650
Total equity and liabilities 8,421,016 - AETHA4E 332,50 380,358 1,089,667 360,408 1,284,601 S53427  3B12114  (3,388,181) 17,314,257
3122013 Dther segment information
Capitai expenditure: 12,617 181,210 801,822 2,871 42421 165 [ 8,907 10,015 17,485 < 1,147 550
Propeny, plant and squpmant 12617 151,210 B9, 360 2,024 42421 165 82 8,790 10,015 16,207 - 1,142 871
Intangivle assels - - 2462 BT 4 17 1,258 . 4688
Deprecistion and impairment 75,987 149,205 177,222 8,193 8,686 41,976 10,430 3,848 13,257 40,117 . 490,848
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Notes to the unconsolidated financial statements of the Company {continued)
For the year ended 31 December 2013
5, SEGMENT INFORMATION [CONTINUED)
Segment assets and liabilities at 31 December 2012
Assets and Nabilities at 31122012 Faciley Wadar Fassangar Cleanirg Pubhic rosd Flat corsir- Parking Warekdouws- Washe Chiver Enminabed Tatal

migmil distribution tranapoet and wasie gl clicn SEMVICES ing and calkecticin
{im HRE00M) removal and and salg rentats and removal
mainbenanosg

Proparty. plant and eguipment 1,568,947 4 882 74T 2,786,120 165,280 113,138 817408 183 GE7 AT0A95 BA.568 3075135 13,710 461
Intanghbls assats 2433 19,819 17172 1,832 I - 22 524 28 3 665 48 TE2
Inwastrmant propecty 1477189 - - - - Ba6 2085 . 34T 98 a 2,764 3ps
Irrves e B 14 430 45 544 9,680 31 484 E23 7EH 380 1111 80 38212 TEL 58T
Trade receivables nel 18,275 480 009 20025 70,546 9,183 g 31 891 11,180 1,008 43930 704 014
Unaliocated 4,103,028 B2, Ta1 608,559 162, 146 282,307 082y TEAR3 41748 440,727 122027 (3185451) 2 B74.815
Total assels T.165 880 5499, 786 3456 430 410,204 4186 187 1,250,385 362 583 1,278,581 810,300 3 EBO980 (3,195.451) 20873015
i Bonds 4 263 68T - - - - 2,251 687
Trade payables 49 348 207 536 328,567 43 275 65,723 B DE3 5. 246 & TES 12,245 110,780 B0 538
iyrsounts duse b0 smployess 3,707 10,174 %0 BoE 10,445 4 70 ar Y168 .40 126 15 547 #1357
Equity and unallocaled labikbes 4 849, 138 5,282,086 31371567 356, 484 345 B8 1.242.215 354 172 1,264 305 45T B1G8 3554853 (3,105.451) 17 8AEAAY
Taotal edqueity and liabdlities T.165,880 5,499, 786 3496 4230 410,304 416, 18T 1,250 355 362 583 1,276,581 510,380 3,680,950 (3,195451) 2087115
IMNZI012 Other segpmant information
Capitad expandifure: 18,354 140,381 34 5T4 11,868 4 32T 6,582 1,053 23 491 141 D6, BT 268,718
Property, plard and eguipment 1T ETE 140,291 T 506 11 0l 4 27 5562 1.0%83 3 485 2 25,21 257 447
Intangitie assets 1678 - 10,978 928 z 139 1,578 15,30
Depreciabicn and irmpairrmant BE, TD4 160,718 139.37% 9,803 5. B%6 30,813 12,228 4 EET 11,897 39,932 PRt
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Notes to the unconsolidated financial statements of the Company (continued)
For the year endad 31 December 2013

——— — = =

6. OTHER INCOME

2013 2012

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

Grant and subsidy income B79 208 T44 957
Reversal of deferrad income 188,27TH 164 8680
Recovery of amownts previously writien off 1688 852 53,758
Unrealized gains from change in fair value of investment property 107,340 -
Income from reversal of provisions 44 468 54 086
Income from sale of non-current assets, surpluses and upon assessment 22 984 6.203
Damages collected 13 463 16,985
Other operating income 47,320 63,994
1,473,363 1,104,693

Income from grants and subsidies represents prncipally the revenue from the City of Zagreb, comprising the
following:

¢ financial support from the City Budget for purposes approved by the Assembly,
* financial support for the repayment of Icans (principal, interest, fees)

2013 T

City of Zagreb Lrbars Total City of Zagreb Cihers Total

{n HRK000) (im HRED00) (= HRE G0 {in HREGO0) - Elf'ﬁ“mﬂ:l iin HH:H"III:]'EI]_
LET 12086 17,560 TES.6TE 528,042 18,310 B8, 352
Others BE 444 3,TBE 80,232 95, 802 1,803 B8, 8086
—I_-II:E_-II_ 1'1,_.1“! 879,508 724,844 ) 20,113 Ta4.957

income from reversal of defevred income is recognised n accordance with |AS 20 Accounting for Government
Grants and Disclosure of Governmend Assistance over the period of ubilisation and is systematically maiched
against the related costs (depreciation) - sea Note 3(t).

Unrealised gains on changes in the fair value of investment properfy were recognisad for properties whose
fair value increased in 2013 based on the appraisals performed by a count valuation expert. At the same time, HRK
50.5 million of unfealised losses wene recognised on the remeasurement of investment property at fair value in
respect of investment properbes whose fair values decreased (see Nole 11). Thus, the net change in the value of
investment property measured at fair value is reflected in profit or loss as net urealised |losses in the amount of
HREK 56.8 million.

Zagrabatki holding d.o.0., Zagreb &3



Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

6. OTHER INCOME (CONTINUED)

Recovery of amounts previously written off relates mainly (o the following:

2013 202

e As resiated

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

a) Employes benefit provisions 141,081 7443
b} Accrued vacation and other benefits 20,920 34, 885
) Litigation provisions, as per the attorney's assessment 7672 11,470
169,692 853,798

in 2013 annex 5 to the Main Collective Agreement was signed, under which long-senice benafits have been
reduced to non-taxable amounts (Mote 44), resulting in a reduced present value of provisions for employee
benafits and recognition of income from the reversed employes benefil provisions.

Income from collection of damages, [lquidated demages and other income comprises prncipally the

following:

2013 2012
As restated
{in HRK'000) fin HRK'000)
Collected damages and liquidated damages 7.798 13,126
Reversal of excess of accrued expenses for the Sopnica Project 3178 1 B45

following the final calculations provided by the contractor '
Other income (write-off of debt, approved dsoounts and simalar) 2,480 2213
13,463 16,985

Income from damages and liquidated damages collected mainly relate to ZET branch in the amount of HRK 3.8
million (2012 nil} and comprise insurance indemmties and Stanogradmia branch in the amount of HRK 1.7 million
(2012- HREK 58 million) which charged bguidated damages and fault removal penalties charged to the confractors
perfarming the works on the Sopnica Project in accordance with the underlying construction contracts.
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

T. COST OF MATERIALS AND SERVICES

2013 2012

{in HRK'000) (in HRK'D0O)

Energy costs 285 128 285,901
Coat of raw miatenal and supplies 253,128 241 248
Expensed small iterms 17,629 17,666
a) Tolal matenal cosls 265,885 554 815
mﬂmﬂrmmmmrﬁswmmWw 4 654 10,254

Gl Cost of goods sold 8333 6932
Maintenance 154 867 120175
Renfal and lease costs 125,921 189,21
Communal ulility fees and charges 104,511 109,794
Subcontractor service costs 69,790 54,142
Transportation costs 36,867 35412
Ingurancs pramiums 32212 30,201
Data processing and software maintenance serices 28,188 32015
Professional senvices 189,325 26 886
Bank and payment operation charges 15,544 T 6o4
Advertising and promation 4,047 5,904
Other external serices 65,054 58 923
d) Todal exfernal services : BA1 726 G677 457
1,240,598 1,249,458

The net costs of matenals and services are ower by a total of HRK 8.9 millicn compared with 2012 duwe to the
increased volume of work and higher raw matenal prices, the costs of raw materials and supplies, the costs of
subcontraciors and the maintenance costs became higher, while, on the other hand, the lease and rantal costs

decreased as a result of renegotiated bus leases (purchase of buses under lease)

Zagrebatki holding d 0.0, Zagreb
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Motes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 Dunumbﬁi"li‘l._‘! .

B. STAFF COS5TS

2013 212

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

MNet wages and salaries 913,503 826,280
Taxes and contributions 514 576 523,795
Reimbwrsement of costs o employees and other employes banefits 155,850 __‘I_Ej.S‘IE-
1,683,929 1,701,393

Mumber of stalf at 31 Dacember 9,859 11,620

The reduction of the number of staff by 1,761 employees is due to the spin-off of the four operating wnits with a
total of 1,506 employees and redundancy schemes that incluge termination benefits which were applied to a part
of the employees. The average number of staff, based on the actual hours worked in 2013, amounts o HRK
11,359 (2012 11,6049).

The total staff costs for the year 2013 increasaed, on a net basis, by around HRK 17 4 millan compared with 2012,

with the payrodl costs decreasing by approximately 22 million and employee benefits increasing by around HRK 5
millicn.

The net employee benefit cost increased by HRK 4.5 million compared with 2012, Within the employee benefits,
the commutation allowances wene reduced by around HRK 4 million, and the termination benefits increased by
approximately HREK 10 mallicn.

Costs reimbursed fo employess and other employee benefits comprise benefits regulated by the Collective
Agresment, such as commutation allowance o the extent of the pubdic transport costs, gifts and bonusas. (long-
gservice benefits, Christmas and Easter allowances, vacaton allowance, and similar), education and advanced
training costs and similar.

8. DEPRECIATION AND AMORTISATION

2013 2012

{in FHRK D00y {im HRER'000)

Depreciation (Note 18) 516,305 481,960
Amortisation (Note 17) 11,616 8,986
VAT on depreciation of personal cars . 2
samen 490,948

The increase in the depreciation charge is masnly atiributable to the ZET Branch which put into use a traffic
manitoring system (Atron) in 2013,
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Notes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2013

10. OTHER EXPENSES

Bdministrative fees and courl cosis

Membership fees to professional organisations (Croatian Chamber of
Commerce, Tourst Board and othars)

Taxes and contributions independent of operating results
Entertainment

Professional iberature

Fees to Supervisory Board members

Cuttural monument fees and environmental protection costs
Other expenses

1. IMPAIRMENT ALLOWANCE

impairment allowance on current asseats
Impairment allowanss on non-curment assets

2013 2012
(in HRK'000) {in HRK'00D)
18,485 14,205

8,320 5,491

5,350 5,268

1,244 1,859

966 1,080

801 751

772 721

B53 B21

32,600 30,296

2013 2012

(in HRK'000) {in HRK'D00)
124 561 114,007
50,859 64,004
175,420 178,911

Included in the impairment allowance on non-cument assets ane unrealised losses ansean on changes in the faer
valug of imesiment property in the amount of HRK 50,514 thousand (2012: unrealised loss in the amount of HRK

58,297 thousand).
12. PROVISIONS
2013 2012
iim HRK'000) {in HRE00Q)
Litigation provisions AT 4T 33,058
Prowvisions for long-service benafits under LAS 19 22,222 arazar
Prawvisions for unused vacation days 20,273 20,302
Provisions for the restoration of natural resources 1,752 10,735
81,718 101,222
Zagrebacki holding d.o.o., Fagreb &7



Notes to the unconsolidated financial statements of the Company (continued)
For tha year anded 31 December 2013

13. OTHER OPERATING EXPENSES

2013 2012

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

Fines, penalties, damages 23638 27,007
Written-off receivabiles B8.370 5,904
Grants, donabtions and sponsorships 4,027 2 5565
Met book value of assets sold or otherwise disposed of 329 1,080
Other operating expenses 15,188 12,822
51 .Hi 48 379

Damages relate principally to ZGOS Branch in respect of environmental protection fee payable at a rate of HRK 50
per ton of dispesed municipal waste an the Jakusevac Landfil,

The balance of written-off receivables for the year 2013 relates mainly 1o Cistota Branch in the amount of HRK 7.7
million (2012 : HRK 5.1 million) which were estimated as irecoverable,

Othier operating expenses comprise deficits, cost of inveniones sold, subsequently identified costs and expenses not
specfied above.,
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

14. FINANCIAL INCOME

2013 2012
(i HRE'D00) {in HRK000)
Interest income from sale of property J4% BEB =
Financial income - unrelated entities 83 988 45 878
Financial income - related enfilies 24 381 15,865
Oaher financial income 9,143 7,938
467 358 69,679
Financial incorme comprises the following:

2013 2012
(in HRK'0DD) (i HRK'D00)

Interest income from sale of property 345 BEE
Interest income 27,235 31,316
Forgign exchange gains 69,794 15177
Dividend income - related companies 11,337 15,250
CHher financial income 8143 7.938
467,198 B9,ET9

Dividend income from related companies comprises the shares in the 2013 profits of the following companies

HRE 6.8 million from Gradska plinara Zagreb doo. (50% of the 2012 profits, based on the Assembly
Decision)
HRK 4.4 million from Gradska plinara Opskrba do.o. (50% of the 2012 profits, based on the Agsembly
Decision).

The net exchange loss for 2013 amounts o HRK 38.2 million (2012 met exchange loss of HRK 4.7 million)

Other financial income mostly relates to interest income from the sale of the property {348.8 million kunaj and
inceme from discownted receivatles and liabilities and other financial incame.

In 2013, the Company has sold buildings Gredel| and Zagrepéanka io the City of Zagreb with of repayment pericd
of 10 years. In line with the Operational and Financial Restructuring Programme, receivables outstanding fram the
City of Zagreb were sold to commercial banks at a discount (Note 19),

Zagrebadki holding d.o.0., Zagreb ER



Notes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2013

15. FINANCIAL EXPENSES

Financial expenses - unnelaled entihes
Digcount from receivables sale
Finamcial expenses - related entitios
Diher financial expenses

Financial expansas comprise the following:

Descount from recesvables sale
Inlerest

Foreign exchange losses
Oither

2013 2012
(in HRK'000) (in HRK'000)
437 638 400,022
345,221
12,616 2.801
3,889 1,553
799,364 404,376
2013 2012
(in HRK'D00) {in HRK'00D)
345 221 -
342,162 378,343
108,082 19,807
3,889 6228
799,364 404,376

In year 2013 Financial expenses increased compared to year 2012 because af the higher balance of foreign
axchange losses, as the exchange rate of the Euro against the Croatian kuna was higher by 1.2% in year 2013

than in year 2012

Other financial expenses mostly relate 1o expenses from discounted due receivables for sold real estates (HRK

345.8 million).

In 2013, the Company has sold buildings Gredeld) and Zagreptanka o the City of Zagreb that are due in within 10
years. In connection with operating and restructuring program, receivables that are not due are sold to the banks

with discount (Note 19)

Zagrebalki helding d.o.o., Zagreb




Notes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 Decembar 2013

16. INCOME TAX

The Company is subject o taation in accordance with the tax laws and regulations of the Republic of Croatia.
Corporate income tax is determined by applying the rate of 20% to the taxable income.

Tax expense recognised in profit or loss

Income tax expense comprises the following:

Deferred tax expense on the ongination and reversal of temporary
differences

Tax expanse

The relationship between the accounting profit and tax expense for the year

Profit! (loss) before taxation

Income tax at the rate of 20% (2012 20%)
Effect of permanent differences. mat

Effect of unrecognised and unused tax losses brought forward

Effect of reversal of tempaorary differences previously recognized as
deferred tax assets

Effect of temporary differences recognised as deferred tax assats
Tax expense recognised in profit or loss

Unuged tax losses:

Balance at beginning of the year
Increasa during the year

Decrease during the year

Balance at end of year

2013 2012

(in HRE'D00) {in HRK'DDO)
25 BB4 1,295

25 684 1,295

2013 2012

{in HRK'00D) (in HRK'000)
27.718 {357.714)

5 544 i71.543)
45624 163,988

- (98.770)

(27 898} =
2212 7.622
25,684 1,295
2013 2012
(in HRK'D00) {in HRI(‘WIJ']-_
(2B0,807) (TT4,65T)
(94 86T) =

493 850

(375,674) (280,807)

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

2015

Zagrebatki holding d.0.0., Zagreb
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Motes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013
16. INCOME TAX (CONTINUED)
Deferrad tax assets and liabilities
Recognised in i
Effect of the Recognised in ather i Closing
013 Opaning balance apin-offs profit or loss comprehensive m"':wm,'t'; balance
. . e _ _ incoms 5,

{in HRK'D00) {in HRKDO00) {in HRK'000) fin HRK'000) {in HRK'D00) {in HRK'00D)
Temporary differences:
Provisions 56,123 (7.520) (26 ,452) - 22,141
Financial assets at fair value 520 (209) - 31
WValue adjusiment of land 45 . - 45
Revaluation of lamnd B&0 624 (BT & {40 582) = 628 385
Property, plani and equipment 336 (48} 288
Unused tax losses and tax crodits
Tax kosses 302 - - 32
Taxz credits 4 581 aa7 5,568
Deferred tax assets et (7,520) (25,684) - . 28,367
Deferred tax liabilities 669,960 (65T - (40,582 (48) 628,673
Zagrebadki holding d.o.0., Zagreb B2




Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

16. INCOME TAX (CONTINUED)
Deferred tax assets and liabilities (continued)

Recognised in
Recognised in ather Recognised
-y Opening balance profit or loss comprehensive directly in equity Closing balance
& income = g

(in HRK000) (in HRKD00) (i HRK'000) fim HRE'D00) (in HRE'DO3)
Temporary differences:
Provissons 50,166 5,867 - - 56,123
Financial assats at fair value 1,118 {598) - - 520
‘alue adjustment of land 7478 (7 424) - - 45
Revaluation of land 668 865 - (41) - 60 524
Froperty, plant and eguipment 437 - - (101) 336
Unused tax losses and tax credits
Tax losses 303 . 2 . 303
Tax credits 3800 Tan - . 4 580
Deferred tax assats &2 888 {1,295) - - 61,571
Deferred tax liabilities 670,102 - (#1) (101) 669,950
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Notes to the unconsolidated financial statements of the Company (continued)

Far the year ended 31 December 2013

17. INTANGIBLE ASSETS

Cost

Other intangible assets
Development expenses

I 2013 ER T FlFliL ]
fin HRE'O00) (i HRK'000)
110,100 178,223
Accumulated amortisation and impairment (B1,122) (132 471)
28.9TH 45,762

The structure of intangible assets is as follows:
IM22013 IH22012
fin HRE'000) (in HRK'00:)
Patents, concessions and similar nghis 15,832 20228
Intangible assets under development 10,502 2.262
2 B 5403
17,854
28,978 45,752
64
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Motes to the unconsolidated financial statements of the Company (continued)

For the year ended 3 December 2013

17. INTANGIBLE ASSETS (CONTINUED)

{in HRK000)

COST

Balance at 01/01/2012, as restated
Addibons

Transfar from assets under development
Disposals and retirements

Balance at 31/12/2012

Additions

Transfer from assets under cevelopment
Transfer from long-term recenables
Transfered (from)fto

Disposals and retirements

Effect of the spin-affs

Balance at 311272013

ACCUMULATED AMORTISATION
Balance at 01/01/2012, as restated
Amartesahon

Disposals and retirements

Balance at 311272012

Amartsation

Disposals and retirements

Effect of the spin-offs

Balance at 31/M12/2013

HNET BOOK VALUE
Balance at 31/12/2013
Balance at 31/12/2012

Zagrebatki holding d.o.0., Zagreb

[ I [ | | | | | [ [ | |
Developrment Patents, licences Other intangible ”’"“’;E’m Total intangible
SxpEnses and other rights assets dﬂu'g‘l i assets
40,043 52,621 46,360 3,362 142,386
- 933 2,300 11,978 15,301
20,313 14,575 . (13,078) 21,810
- (125) (1,148) - 11,274)
60,356 58,004 47 801 2,262 178,223
: 958 . 3,730 4,688
113 5155 10 (1,556) 3,722
- - - 4917 4,917
; (1,148) 1,140 i
- (216) (808) (8256)
(60,040) (20.168) 7). - (80,625)
.. ;) - BT II:E.HE = _10.503 110,100
39,662 - 43120 CE ‘ 124,759
2,835 4,781 1,370 8,986
] (125) (1.148) (1,274)
42,487 47,778 ] ___1_2,15! . 132471
3,849 6,147 1,620 11,616
- (213) (B09) (822)
(45,817) {15,808) (417) (62,143)
429 37,801 42,792 81,122
2 15,832 2,644 10,502 28,978
17,859 20,228 5,403 2,262 45,752
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Notes to the unconsolidated financial statements of the Company (continued)

Far the year ended 31 December 2013

18. PROPERTY, PLANT AND EQUIPMENT

Cost or valuaton
Accumulated depreciation and impairment

Prapayments for tangible assets

Proparty, plant and equipment, and prepayments

Structure of property, plant and equipment:

Land

Buildings

Tools and vehicles

Tangible assets under construction
Plant and equipment

Biological assets

Other tangible assats

Movements in prepayments:

Opening balance
Addiions

Disposals and retirements
Effect of the spin-offs
Closing balance

Zagrebacki holding d.o.o, Zagreb

3111272013 3122012
(in HRK'000) {in HRIC'000)
12,960,829 20,103,381
(3,827,032) (6,436 627)
9,133,897 13,866,764
691 52,697
9,134,588 13,719,481
1122013 11202012
(in HRK'000) (in HRK'D00)
3,897 367 4,307,065
2 875433 6,830,608
1 805,385 1,617,468
237 684 618,147
188,022 243228
21 28
40,675 50,218
9,133,897 13,666,764
2013 HN2z012
(N HRK'ODO)  (in HRK'00D)
52,687 56,984
20,332 2,026
(20,388) (8.313)
(51,840) ;
B91 52,697
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Motes to the unconsolidated financial statements of the Company (continued)
Far the year ended 31 December 2013
18. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

inge Pian and Todks, ltos Biological Dither (angitie Assels under Tosal tangitbe

S I Tbos _ ewement M pmen ohaok - dorsopmet b
COST
Balance at 01012012, as restated 4,306,787 11,067,230 986,262 2,784,714 140,847 2859 50,234 807,800 18,813,800
Aodfans 188 8,838 7,038 9,589 1,402 18 - 225 467 253,437
Transler fram assets under developmen - 60427 77047 11,808 881 : (301 540} [21,810)
Transierred (Fomjto 834 15 ATT 210 i 122 5,208 22,081
impairman alicswance (Pl {04 {8} - i) . - ) {T28)
Cesposats and retiemants. (253} {2,801) (18,853} {24 B8T) {2,624} [#2] 18] (17.278) [3,084)
Balance at 311212012 4,307,290 11,189,077 1,025,889 2,791,411 140,197 282 B0 618,087 20,103,391
Aadibans , 8,240 45 060 2832 855 3 1,085,580 1,142,871
(Delrecogaion al propery 81061 . - . ; : 1,981
Transfer from sssets under development B B1.438 11,042 915,462 466 {1,012 998) [3,722)
Transfer o rreriony - (302) - - - . " i202)
Transfemed thomyta (23 73 BATD - . (8470 .
Transfer bo rFreestment propey (314, 3555 (B0 B - - - (45 838) [451,158)
Cisposals and retnements : {3,504 (28, Baa) (GEG 285, {1,254 . B (E28,8E0)
Effect of the spin-offs LA UN {315,884 (206, 818} (reTO%) (1658} . {543) {394 730) (7,282,323}
Balance a1 31/1272013 3,897,592 4,848 827 767,642 3,004, 447 123,600 2852 DTS 38,854 12,960,929
ACCUMULATED AMORTISATION i o =rg o~
Balance at 01012012, an restated 228 4,032,662 TI9.970 1,118,022 109,192 20 . 5,988,311
Charge for he year . 307 553 57 055 108,891 6105 8 : : 41,980
||'r|-p.ll11‘lh'|1 alkorararse = = = E = T ] A TES
Transtered (romyto . (20 {83} (13 126 . . .
[Cisposais and resremerts. - {2.167) (15,171) (24,691) {2.50%) [+ -« DT [3 848} [48,403)
Balance at 31122012 228 4,338 468 782,661 1,201,129 113,890 224 Mo samEnr
Charge for the year : 306,377 B5.077 118,643 8201 ? 516,305
Transterrad (fromyta 788 {78 - . . %
Transter 10 imvessment propesty &1, 140) : - . {81,140}
[ASpesass and resrements. i8,518) 25, B36) (112,888} i1,168) {148, 208}
Efect ol e sgpin-ofs . |2, 604 BAD) {241,484) (%4 821} (15,547 s . (2,848 853}
Balance at 31/1272013 225 1,972,394 599,620 1,150,158 102, 496 P21l 810 3,877 032
CARRYING AMOUNT
Balance st 311272013 3,897,367 2875433 168,022 1,884,291 21,104 Edl 49,878 N 9,133,897
Balance at 3112/2012 4307088  §AI0609 243,228 1,800,282 T 8 50,218 BIBI4T 1186764
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

18. PROPERTY, PLANT AND EQUIFMENT (CONTINUED)

In 2013, in line with the Financial and Operational Restructuring Programme, the Company renegoliated the lease
contract of the ZET Branch. As a result, 214 bus lease agreements were cancelled, and the buses were
redeemed, and are now owned by the Company. The funds required to purchase the buses were obteined from
the sales proceeds for 41 low-floor trams under sale and leaseback arrangements. The cost of the trams sold was
recognised as a deduction from deferred income in respect of assets financed by the City of Zagreb.

Title to land and buildings

The registration of the Company's title to land and bulldings in appropriate registers, serving as evidence of
ownership, is in progress. Since some municipal registries have not been fully updated, the process of registering
the properies is longer than for new structures. In addition, the City of Zagreb., owner of Company has
surrendered a significant portion of its assets to be managed by the Company. The status of such assels has not
been fully defined. A part of those properties has been regestered but the status of the remaining properties is still
pending.

An oveniew of the fixed asset (land and buildings) ownership structure is presented below.

Land (at revalued amount)

122013 JM2r012
(in HREKDO0D) {im HRED00)
Registered title 2,893,378 3,324,003
Linregistered, eligible for registration 776,046 606, Bdd
Unregistered, not eligible for registration 227 543 3ve.218
3,897 367 4,307,065

Buildings (at cost)
3N 22013 222
" (in HRK'0DO) (in HRK'000)
Registered fitle 3,497 894 3637676
Unregistered, aligibla for registration 958,914 1,086,078
Unregisterad, not eligible for registration 382,019 630,913
Communal infrastructure faclities - 5814410
4,848 827 11,169,077
Zagrebacki holding d.o.0., Zagrab BE



Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 Decembear 2013

1B8. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)
Rewview of residual values

Following the requiramants of 1o LAS 16 Property, Plant and Equipmeant that are effective for the cument period, the
Company reviewed the residual values wsed for ihe purposes of depreciation calculation. The review did not
highlight any requirament for an adjustmant to the rasidual values used in the current or prior penods.

Impairment of assets

Undar |AS 36, the carrying amount should be compared to the recoverable amount each time when there is an
imdication of impairment and, if higher, writben down 1o the recoverable amount. The recowerable amount of an
asset is greater of (i) net selling price if the asset can be sold and (i) value in use, which is the net present value of
future cash flows based on reasonable and supportable assumptions that represen! management's best estimate
of the fulure economic conditions and plans. In the opinion of the Management Board, the stated amount of
tangible assets is recoverable from future operations.

Assets pledged as collateral
J112r2013 namz
{in HRK'000) (i HRK'0D0)
Real estate V5,881 83,530
Pledged movable property - 53,375
7861 136905

Capitalised borrowing costs wnder AS 23

In 2013, the Company capitalised bormowing costs in the amount of HRK 7.580 thousand (2012 HRK 17 872
thousand). The weighted average capitalisation rate was §.35 percent.
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Notes to the unconsolidated financial statements of the Company (continued)
Faor the year ended 31 December 2013

18. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Leases

The Company entered into several lease agreements during 2008 and 2008, which have been accounied for and
presented in the unconsolidated financial statements as operaling leases. However, the classification of those
agreements at the imception is nol compliant with the provisions of Infemational Accounting Standard 17 “Leases”
(IAS 17), according to which, a lease where the present value of minimum fulure payments under the lease
agresment approoomates the fasr value of the leased asset is classified as a financial lease, which is more simikar
o the nature of the leases entered into by the Company

19. INVESTMENT PROPERTIES

MMA2013 Moz

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

At 1 January 2,764,386 2,823,683
Sale {948, 203)
Transfer from property, plant and equipment 244 085
Additions - new investments 45 835
Decrease in the fair value through equsty (61,409)

Increasef{decrease) in the fair value through profit or loss (net) 56,826 (59,297)

Balance at 31 December 2201820 = 2784386

In 2013 the Company sold s properies "Gradel]' and 'Zagrepéanka’ to the City of Zagreb, with a repayment term
of 10 years. In accordance with the Operational and Financial Restructuring Programme, the receivables nat yet
dusis fram the City of Zagreb were sold to commercial banks at a discownt (Motes 14 and 15)

During 2013, there was a separation of subsidiary Vodoopskrba i odvodnja from Zagrebatki Holding during which
properies used by the subsidiary are recognized in the financial statements of the Company which gave property
in rent 1o the mlated Company, Vodoopskrba | odvodnja d.oo. and in accordance with 1AS 40 “Invesiment
Propery”. the propeacy is isted as an investmeant property

During 2013 investment properties were remeasured at fair value on the basis of appraisals by a certified property
appraisal expert, upon which gains resulting from the change in the fair values in the amount of HREK 56 826
thousand (2012 negative of HRK 58 297 thousand) wene included in the statement of profit or loss and oiher
comprehensive income for the year 2013,

Zagrebatkl holding d.o.o., Zagreb TO



Motes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

20. INVESTMENTS IN SUBSIDIARIES

IMH22013 MAX2012
{in HRIC000) {in HRE'000)

Investments in related companies
Vodoopskrba | odvodnja do.o 2,011,000 -
Gradska plinara Zagreb d.oo 268 725 268 T25
Zagretacka stanogradnja d.o.o £1,000 -
Gradska plinara Zagreb-Opskrba d.0.0 40,000 40,000
Gradska lekama Zagreb d.oo 26,787 26,787
Centar d 0.0, 8,751 -
AGMd oo 5,128 B
Gradsko stambeno komunalno gospodarsive d.o.o 2,000 =
Zagreb arena d.0.0. 20 20
Zagreb plakat d.o.o. 10 10
241541 336,642

Changes in the ownership interests dunng 2013 were as follows:

acquisition of the 100-percent equity share in Centar d.o.0, in the amount of HRK 9,751 thousand. The
share was transferred at 31 December 2013, while the Company assumed the conirod in early 2014, As a
resuli, the Company recognised in its balance sheet at 31 December 2013 no assets or kabilties assumed
on the transaction.

following the completion of the status changes of the Company and the registration of the new companies,
share transfer agreements were concluded between the City of Zagreb, as the Transferor, and the
Company, as the Acquror of the following new companies: Gradsko stambeno komunaing drustvo d.o.o.,
Vodoopskrba | odvodng doo., AGM doo. and Zagrebafka stanogradnja doo. The shares wers
transferred to the Company in the total amount of HRK 2 069128 thousand, reflecting the nomanal amaount
of the share capital of each of the new companies and resulting in prerequisites being created fo increase
the share capital of the Company, by converting the amounts owed to the City of Zagreb the Company
imo an additional capital contribution, which was registered at the Commercial Court in Zagred,

Movements of investments in related companies MMM22013 MM22012
(in HRK'000) (in HRK'000)

Opening balance 336,642 336,542

Capital increase 2,068 128 -

Acguisition of a company 8.751

Closing balance 24154 336,542
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Notes to the unconsolidated financial statements of the Company (continued)

Far the year endad 31 December 2013

21. OTHER FINANCIAL ASSETS

Current portion
Hedd-to-maturity investments at amortised cost

Lang-term portion

Financial assets at fair value
Hald-to-maturity investments at amortised cost

Financial assets at fair value

Participating interests

Currant portion
Long-term partion

3111272013 311272012
(in HRK'000) (in HRK'00D)
7,045 B.430

7.045 6,430

454 521

108,142 115,051
108,596 115,572
31/12/2013 311212012
(im HRKD00) (in HRK'O0D)
454 521

454 521

Included in participating interests are financial assets (shares) camied at fair valee through profit or loss. The
shares represent non-controlling interests held in Zagrebatka banka d d. and Samoborska banka d.d. in which the

Company has no significant influence.

Long term deposits and other financial assets

JTN22013 322012
(in HRK'000) (in HRK'000)

Deposits with maturities over one year 108,142 115,052
Deposits with maturities of wp to one year 1,772 1,686
Other held-to-maturity securities 5273 4 T44
115,187 121,482

Curment portion 7.045 6,430
Long-term portion 108,142 115,052
Zagrebacki holding d 0.0, Zagreb T2



Notes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2013

21. OTHER FINANCIAL ASSETS (CONTINUED)

Deposits with financial institutions due after 1 year

Zagrebatka banka d.d,

BKS Bank d.d.

Erstes Steiermarkischebank d.d.
Others

Deposits with financial institutions due within 1 year

Zagrebatka banka d.d.
Other credit institutions and accrued interest

31122013 3MM212012
(in HRK'000) (in HRK000)
56.000 63,604
49645 49,047
2,361 2.264

136 137

108,142 115,062
311212013 3122012
(in HRK'000) (in HRK'000)
598 833

1173 753

1,772 1,686

Given loans and deposits are classified into deposits with and short-term loans to unrelated companies with
malurities of up to one year, The inferest on the deposits was accrued at market rales effective al inception, which
ranged from 3.4% io 6 8%. The interest on short-term Igans (o unrelated companies was accrued at the average

interest rate in efect at inception (6 to 12 percent)

Zagrebacki holding d 0.0, Zagreb
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Notes to the unconsolidated financial statements of the Company (continued)

Far the year ended 31 December 2013

22. NON-CURRENT RECEIVABLES

Long-term porticn

Amounts owed by related parties

Receivables for imiestments in government bonds
Loan receivables

Receivables in respect of credit sales

Other receivables

Current portion - Notes 24 and 28
Amounts owed by related parties

Receivables for lnans with maturitbes after 1 yaar
Receivables for loans due within up to 1 year
Receivables in respect of credit sales

Other receivables

Zagrebalki holding d.o.0., Zagreb

IMHM272013 MM 22012
in HRK'000) (i HRK'D0O)
1,449 080 1,073,238
87 12,333
10,156 15,908
9,168 13,527
621,036 626 505
2,088,230 1,741,511
133,808 132,443
1,502 1,428
1,302 4 854

1,361 1,830

2T 486 28,320
165,570 169,021
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 Decernber 2013

2. NON-CURRENT RECEIVABLES ([CONTINUED)

Incleded in long-term recenables from nelated parties are amounis due for works and services deliverad as well as
loans provided to related parties

Long-term recelvables from related companies

L0133 MMHE2012

(in HREDOD) i HRKQDO)

Receivables from the owner 1,818 889 1217 442
Discount ocn receivabbes not yet due (224 B28) (11,761)
Impairment allowance on recaivables from the ownear (8,1683) -
1,583,008 1,205,681

Current portion 133,809 132,443
Long-tarm partion 1,448,099 1,073,238

Receivables from the owner comprise amounis owed by the City of Zagreb under guarantees furmnished for long-
term loans of ZET Branch in the amownt of HRK 405,292 thousand (2012: HRK 505,688 thousand) and in respect
of funding 50 percent of the lease costs for the spors facility Arema Zagreb in the amouni of HRK 543 329
thousand (2012 HRK 655,337 thousand), whereas the remaining balanoe of HREK 534 387 thousand (2012: HRK
44 G586 thousand) represents recenvables for residantial and commercial properies sold in Sopnica Jelkovec (Note
23 and 43)

Receivables for investmeants in government bonds

22013 MH22012

(i HRK'DDO) {in HRK'O0O)

Receivables for imiestments in govemment bonds 12,244 15,785
m:lm allowance on receivables for investments in government (3.473) (3.432)
8,771 12,333

Current portion 5 z
Long-term portion 8,771 12,333

Zagrebalki holding d.o.0., Zagreb 75



Motes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2013

22. NON-CURRENT RECEIVABLES [CONTINUED)

Receivables for loans with maturities after 1 year

Long-term loans to unrelated companies
Long-term loans to the Management and employess
Impairment allowance on given loans

Curren portion
Long-term portion

Receivables for loans due within up to 1 year

Shon-term loans o unrelated companes
Impairment allowance on given loans

Curreni portion

Zagrebadki holding d.o.0.. Zagreb

MM212013 MH22012
{in HRK'D0D) {in HRK'000)
- 2,112

14,569 17.720
(2.911) (2,495)
11,658 17,337
1.502 1.429
10,156 15,808
311212013 311212012
{in HRK'000) {in HRK'DOO)
29224 37,480
(27.822) {32 581)
1,302 4,899

1,302 4,899
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Notes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2013

2. NON-CURRENT RECEIVABLES (CONTINUED)

Receivables in respect of credit sales

Receivables for flats sald
Value adjustment on discount
Discownf rate in %

Current parian
Long-term povtion

311212013 MA22012
{in HRK'D0D) {in HRKC000)

12,123 18,033

4.5% 4. 2%

10,529 15,457

1.361 1,930

9,158 13,527

Receivables for flats sold are discounted each year using the rate that reflects the yield rate on the Croatian

government bonds, which was 4.5 percent in 2013 (2012: 4.16%)

Other non-current recelvabilos

Receaivables from the State
rher receivables

Current portion
Long-term portion

322013 JMM22012
{in HRK'G00) (im HRE'000)
G485 800 B51 042
1,731 2 883
648,531 B854 B2E

27 455 28,320
g21,035 B2 505

Receivables from the stale in the amount of HRK 646800 thousand (2012: HRK 651,942) comprise amounts
owed by the Croatian Government in respect of funding 50 percent of the Arena Spons Hall rental costs

Zagrebacki holding d.o.0., Zagreb
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 Decamber 2013

21, INVENTORIES

J1M22013 JIMMa2012

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

F=w material and supplies 105,770 110,271
Work in progress 10,445 134,501
Finished producis 21 400 512,203
Merchandise (and property in circulation) 6.874 8.008
Prepayments for inventones 171 To4
144,661 765,687

Inventones are broken down into raw material and supplies, which are expensed immediately when put into use,
wiork in progress, finished products, merchandise and prepayments far inveniones

Work in progress comprises residential and commercial blocks in the quarer Sopmica-Jalkovec. The Sopnica-
Jelkovec structures were completed in late 2009, and the balance of work in progress as of 31 December 2013
was HRK 5.5 million and relates 1o the portion of the Sopnica Jelkovec Project stll pending. The decrease of the
work in progress by HRK 124.7 million is a result of the transfer of the PodbreZje Project to newly established
company Zagrebacka stanogradnja d.o.o. (Note 4).

Finished products comprise finished flats and business premises in the quarer Soprica-Jelkovec that are
available for sale and amounted to HRK 10.3 million at 31 December 2013, The decrease in the inventories of
finished products by HRK 480.4 milkion is @ result of a contract concluded with the City of Zagreb transferring
which the management and lease of the remaining flats, garages and commercial facilities on stack in Sopnica-
Jelkovec (Mote 22),

Cost of inventories recognised as expense for the year amounts to HRK 4.8 million (2012 HRK 10.2 million) and
relates 1o the costs recognised for the flats sald (Note 7).

24. RECEIVABLES FROM RELATED COMPANIES

T3 122012

(im HRKD00) (in HRK'000)

Receivables fram the owner 211,138 278,516

Current portion of long-term recenvables from the owner 133,909 132,443

Receivables from related companies 27 426 833

Loans to related companies (due within 1 year) 185,153 3,587
557,626 413,359

Zagrebattki holding d.0.0., Zagreb - 78



Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

24. RECEIVABLES FROM RELATED COMPANIES (CONTINUED)

Receivables from related companies are broken down imo amounts owed by the owner (City of Zagreb),
receivables from other related companies (subsidiaries) and receivables for loans to related companies.
Receivables from related companies comprise short-term receivables for regular deliveries of goods, works and
senices. Receivables from the owner relate to short-term receivables for ordinary and other contracted works as
well as receivables in respect of funding that are due in 2013

Loans 1o subsidiaries relate o loans provided 1o subsidiaries Zagreb plakat d.o.0. and Zagreb arena d.o.o. in the
amount of HRK 0.6 million and HRK 1.1 million, Gradsko stambeno komunaing gospadarstvo d.o.o. in the amount
of HRK 1.6 million, Vodoopskrou | odvodnju d.o.o. in the amount of HRE 174 6 million, AGM d.o.o. in the amount
of HRK 1.6 million and Zagrebatku stanogradnju in the amount of HRK 56 million, respectively. They accrue
interest at rates equal to the commercial rates in effect at the time of approving the loans (6%).

25. TRADE RECEIVABLES

22013 J1MErag12

{im HRK'D00) {in HRK'000)

Trade receivables 630 837 1,230.297
Impairment allowance on trade receivables (423,108) (526 283)
207,529 TO4,014

Trade receivables are caried at amortised cost. Late-payment interest is charged on outstanding balances at
rates prescribed by law. The Company makes an allowance for all trade debtors past due beyond 355 days.
Allowances for doubtful debts are recognised against trade receivables between 120 and 365 days based on
estmated imecoverable amounts determingd by referance 1o past default experience of the counterparty and an
analysis of the counterpary’s current financial position.

Trade accounts receivable are reviewed at least twice annually, and reminders are sent for past due amounts,
whereas forced collection proceedings are initiated for bad and doubtful accounts (distress and legal actions).

Receivables for delivered municipal services to individuals and businesses are not covered by any financial
ingtrments. Receivables for other services delivered to commercial busnesses are secured with vanous financial
instruments (bills of exchange. debentures, bank guarantees and similar).
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Motes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2013

25. TRADE RECEIVABLES ([CONTINUED)

Ageing of impaired trade receivables

2013 2012
{in HRE'000) (in HRK'00D)
120-180 days 1,059 2471
180-365 days 2,808 5287
Cver 365 days 419 141 518,525
423,108 526,283
26. AMOUNTS DUE FROM EMPLOYEES

JMM22013 IMM212012
(ir HREE'O00) (i HREK'O00)
Amounts due from employess 2372 4,331
Impairment allowance on amounts due from employees (1) {1,317}
2,371 3,014

27. RECEIVABLES FROM THE STATE AND OTHER INSTITUTIONS
MM2r2013 IMxa0i12
(i HRE000) (i HRE'00)
VAT recenvable 4B 609 1,566
Receivables from the Croatian State Health Insurance Fund 4,312 5,745
Income tax refumnd g 10
Receivables for other taxes, confributions and fees 833 1,302
53,762 8,623
Zagrebadki holding d.0.0., Zagreb 81



Notes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2013

28. OTHER RECEIVABLES

JHZ2013 222

{in HRK'0D0) {in HRE'0O0O)

Prepaid expenses and acorsed indoms 149 237 90,855
Current portion of long-term receivabiles 31,660 35,578
Prepayments made B.758 11,107
Receivables from insurance companies and other damages receivable 1.212 1,317
Impairment allowance on prepayments (386) (2.381)
Ciiher receivables 441 262
188,922 138,538

Prepaid expenses and accrued income comprise amounts pasd in advance thal are chargeable to future periods
accrued income not yet billed (in 2013 prepaid expenses for the mainenance of the means of transport were
increased as a result of the renegotiated lease contracts), accrued interes! and fees on loans that are apportioned
over the periods of the loan repayment using the effective interest rate, deferred bond issue costs (discount

aliocated annually to expenses for the penod at the effective interest rate up to 2017).

29. CASH AND CASH EQUIVALENTS

IMM22013 IMMardni2

{in H_RK‘GI:IEI-]- {in HRE'D00)

Current account balance - HRK denominated 125 559 ar.4T0
FX current account balance 5 T8S 2 554
Cash in hand ¥re 1,283
Foreign-currency cash in hand 10 B
Other cash (court ordened deposits and similar) 4 401 8,030
136,541 49,455

Zagrebatki holding d 0.0., Zagreb B2



MNotes to the unconsolidated financial statements of the Company (continued)
Faor thie year ended 31 Dacember 2013

0. EQUITY

Share capital

The Company's sole owner is the City of Zagreb. At 31 Decamber 2013, the share capital of the Company
amounts to HREK 3 833 236 thousand (31 December 2012: HRK 4,208 628 thousand)

Change in share capital

312013 kb T iy e

(fn HREDOD) {in HRKDOO)

Balance at baginning of the year 4,208 629 4,208 629
Decreasea in the share capital by the amount of losses browght

forward (375, 383) -

Decrease in share capital on the demerger (Mota 3) (2,068,128} .

Increase in share capital — additional contributions (Mote 20) 2 D80 128 -

Balance at end of the year 31,833,236 4,208 629

Revaluation resere

Revaluation resarve has been established on the revaluation of land. On disposal of a revalued asset, the portion
of the revaluation surplus attributable to the asset is transfarrad to retained eamings.

IMMA2013 IMMano;a2

(in HRK'000) {in HRI'000)

Balance at beginning of the year 2,782,308 2,782,470

Decreasa from revaluation {4-9'."5-3: — (208)

Deferred tax liabilities arising from revaluation - 41
Rewersal of revaluation and asssts (112.572)
Transferred to new companies (2.626)

Balance at end of year 2,617,349 2,782,305

Othar comprehensive loss for the year ended 31 December 2013 in the amount of HRK 162,330 thousand arosa
from the decrease in the value of land and building partly aftnbutable o derecognition in the amount of HRK
112,572 thousand for property in Cimerman street and parily on the fair value measurement of assets reclassified
as assets under operating lease in the amouwnt of HRK 49 758 thousand (at 31 December 2012 other
comprahensive loss of HRE 185 thousand on the sale of revalusd land). Assets include land that has besn in the
books of Vodoopskrba | odvodnja d.o.o. which after being transferred in new company remained in Zagreb
Holding. Since it was found that the land is not owned by the Zagrebaéki Holding d.o.o. write off was perfarmed
from business book and valuation of land, revaluation resenve and deferred tax kabdibes was reduced

Zagrebacki holding d.o.o., Zagreb 83



Notes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2013

30. EQUITY {CONTINUED)

Other resarves

Other reserves reparted in the staterment of financial position at 31 December 2013 in the amount of HRK 319 977
thousand (2012: 57,300 thousand) comprise 1o the share capital of two companies merged in 2001 (Grad miadin
Granedina d.0.0. and Omiladinski turistb&ki centar d.0.0.) 1o a Branch, for which no share capital was increased by
HRK 15,125 thousand. as wedl as capital reserves formed as per the Decision of the Assembly as of 13 September

2011 regarding assets granted by the City of Zagreb in the amount of HRK 304 852 thousand

(Accumulated losses) | retained earnings

Balance at beginning of the year

Decrease in the share capital by the amount of losses brought forward

Profit / {loss) for the year
Balance at end of year

31. PROVISIONS

Provisions for employee benefits under 1AS 19
Litigation provisions

Provisions for the landfill restoration

Current portian

Current obligation (Note 41)
Lang-tarm obligation

Discount rate appled to employee
benefits and landfill rehabilitation

Zagrebatki holding d 0.0, Zagreb

311212013 322012
(in HRK'000) {in I-HI[‘IEDTM_
[AT5,383) 16,384)
375,383 5
2.034 (359,008)
2,034 (375,393
311272013 3122012
fin HRK'00D) (in HRK'000)
110,708 280,615
111,532 118,617
36,774 35,022
(28 559) (53,827
230,456 378,627
28 558 53 827
230,456 378 827
269,014 432,254
5% 5%
B4



Notes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 Decamber 2013

3. PROVISIONS (CONTINUED)

The decrease in provisions for employes benefits resulted from signing annex 5 to the Main Collective Agreement,
under which long-sensce benefl amounts, as inputs for the benefit provision calculation, were reduced (Motes B

and 44

Balance and movements of long-term provisions:

Provisions for Landfill

(in HRK'000) employee ooyl restoration Total

benefits - provisian -
At 1 January 2012 (as
restated) EH,!H_ 98 220 24 293 371,342
Mew provisions made ar 225 30,522 10,728 T8 BEO
Reversed provisions |
amounts paid (7. 443) (10,525) (17 S68)
Balance at 31
O ber 2012 280,615 116,617 356,022 ﬂﬂ.!ﬂ_
MNew provisions made 7.013 7112 1,752 45 8T7
Reversed provisions / 1
amounts paid (176.819) __:_i_«?.iﬁ??_ o RS (218,118
Balance at 31
o ber 2013 110,709 111,532 36,774 258,015

The abligation o make provisions for employes benefits anses from the Collective Agreement, and the lewel of
provisions was determined in accordance with 185 19 Employee Benefits. They consists of provisions for
termination and retirement benefits. long-service benefits and solidarity support. They are measured at the present
value of costs expected to be ncurmed 1o settle the obligabion, using a descount rate of 5 percent

The landfill rehabilitation provision relates 1o the cost of maintenance and surveillance over the Jakufevac Landfill
over the next 30 years from its wand-up for environmental protection purposes in accordance with IAS 37
“Provisions, Contingent Liabilities and Contingent Assets™. The provisions are discounted

Litigation provision relates to provisions allocated for legal actions initiated against the Company following the
knowledge of a claim being initiated and on the basis of the estimated final outcome of the litigatan. In the opinkon
of the management, the level of provisions is sufficient o cover any future polential liabilities,

Zagrebatki holding d 0.0, Zagreb
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Notes to the unconsolidated financial statements of the Company (continued)
Far the year ended 31 December 2013

32. LOANS AND BORROWINGS

ITMER2N3 I a2
{im HRECD00) {in HRK'000)

Mon-current
Loans and bormowings payable 1,176,688 1,715 080
Fanance lease obligations 1,687,767 1,128,147
Fnancial obligation in respect of the sale of receivables 55131

2,919,586 2,843,237
Current -
Loans and borrowings payable 863 485 1,218,653
Finance leasa obligations 111,125 112,340
Financial obligation in respect of the sala of recesvables 15,546
Cther 81,958 BY 951

1_1-';1,115 1,418,944
Total loans and borrowings 4,091,701 - 4,262,181

Long-term and short-lerm bank loans are secured by bills of exchange, promissory nofes, debentures and cession
agreements worth in iolal HRK 1,021,830 thousand, a bank deposit in the amouwnt of HRK 56,000 thousand, ken
on real estate in the amount of HRK 75,861 thousand and a guaranies of the City of Zagreb in the amount of HRK
412 483 thousand,

Some of the foreign bank lcans are subject to restictive financial and operating covenants. The covenants, as
defined in the applicabde loan agreements, specifically require from the Company o meet certain prescribed levels
of the following ratios: operating ratio, debt service coverage, intemal cash gemeralion, tangible met worth capital,
and net borrowings, At 31 December 2013 the Company was compliant with all the financial covenants.

Zagrebacki holdng d o.0., Fagreb : B



MNotes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2013

32, LOANS AND BORROWINGS (CONTINUED)

Movements in non-current loans and borrowings

Balance at 1 January

Mew loans raissd

Amounts repaid

Effect of exchange differences
Effect of the spin offs
Balance at 31 December

Current portan

Long-term portion

Repayment schedule of long-term loans and borrowings

Withan one year
In the second to inclusive the fifth year
After five years

Analysis by currency:

HRE
EUR

Zagretadki holding d.o.0., Fagreb

JM22013 a2
{in HREK 00O {im HRK'D00)
- 2,000,085 2,267 118

30,914 B 124
(280 424) (328 336)
7.033 2 181
(349 900) :
1,407,707 2,000,088
(231.018) (284,005)
1.176 688 1,715,090

311272013 HH2i2012

(in HRK'000) (in HRKC'000)
231,018 ZB4 995
771,784 1078, 319
404 804 638,771

1,407,707 2,000,085

JIMAZ013 M0

{in HRK'D00) {in HRK'DOOH
B4 614 06 200
503,083 1,083 BAS

1,407,707 2,000,085
ar



MNotes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 Decembear 2013

32, LOANS AND BORROWINGS (CONTINUED)

Finance lease obligations
Prasent vake
Minimumn lease payments
of mimrmum Ease payments
MAZ013 MA2012 M0 MNAD2012
{in HRK 000}
VR 900 e 195,855 156 951 111,125 112,340
In the sscond 1o inclusive the
fifth year 783,419 601,720 503311 442,273
aaedad b 1537 118 1,008 044 1,184 a8 688 874
2,516,382 1,789,718 1,708 892 1,240 487
Lseii: Puibiing Tiifa l:h-lrﬂ'l (717 8007 (555 Z28)
Presant value of minimum
lpap paymants 1,798,893 1,240 48T
Imcluded i the financial statements wathin
Currant liabdities 111,128 192 340
Mon-cammnt ebilies 1,687 767 1,128,147
) 1,788 802 1,240 487

Finance |lease obligations relate o eguipment (wehicles) and a building leased for a penod of § - 28 years,
Following the expiry of the lease, the Company has an option fo purchase the leased items at contractually agreed
values, The Company’'s liabdites under financial leases are secured by the tithe of the lessor to the leased assels.
The average interest rate apphed in determining the financial lease payments was 4. 7% [(2012: 4.2%)

Lease contracts were renegotiated, and taking into account new information and reguests 145 17 Leases, found
that the mnitial classification of the lease as an operating lease was valid. In accordance with the Financial and
Operational Restructuring Programme transformation and reprogram of these lease agreements were camed out.
A% a result, 214 bus lease agreements were cancelled, and the buses were redeemed, and are now owned by the
Company. The funds required to purchase the buses were obtained from the sales procesds for 41 low-floor rams
under sale and leaseback arrangements. The repayment deadiines for the current sale and leaseback contracts
for 79 trams were have been extended,

Zagrebatki holding d.o.0.. Zagreb BB




MNotes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2013

32. LOANS AND BORROWINGS (CONTINUED)

Financial instruments (continued)

Fresent value of items under financial lease amangements:

Cost

Accumulated depreciation

MNat book value
at 122012

Cost

Accumulated depreciation

Het book value
at M1M22013

Short-term loans and borrowings

Short-term loans and bormowings
Shovt-term loans and bomowings
Cuvrrent portion of iong-tem bomowings

Financial leases (curmrent poricn)

Diher {interest on borrowings and bonds)

£Lagrebacki holding d.o.o., Zagreb

Tools and
Buildings ahiclas Total
{im HREQ00) {im HEKDO0) {in HRK000)
B18 881 B8535 074 1,871 855
(410, 944 {154 441) (235, 385)
Trrear ESE B33 1,436,570
B18 881 1,447 232 2,288 113
(51,180) (241,331) (292 511)
TET, 701 1,205,901 1,973,602
A3 M2

(in HRECD00) (in HRK'D0O)

878,033 1.218 653
732467 233,658
246,565 284 935
111,125 112,240
81,858 a7 851
1.!]’?._?1_5 1418 944
i)



Notes to the unconsolidated financial statements of the Company (continued)

For the year endad 31 Decamber 2013

32, LOANS AND BORROWINGS (CONTINUED)

Movements in short-term loans and borrowings

IMM22013 MH22012

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

Balance at 1 January 1,218,653 1,065,623

Proceads from new loans B&5,077 980,739
Less: paid curment portion of long-term debt (see Note “Movements in

long-tsrm | ings") (284, 5985) (324,878)

Current portion of long-term bomowings 246 566 284 905

Amounts repaid (1,071,707 (T97,874)

Effect of exchange differences 5439 1,048

Balance at 31 December 279,033 1,218,653

Analysis by curmency:

JMM2r2013 JMM 22012

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

HRK 32 386 418,783

EUR 420,071 518,875

732,467 833,658
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Notes to the unconsolidated financial statements of the Company (continued)
Fer the year ended 31 December 2013

43. LIABILITIES IN RESPECT OF ISSUED BONDS

322013 IMTM22012

{im HRE000] (i HRE000)

Issued bonds 2,291,203 E_.EE-&.BB?
2,.291,X93 2,263,687

In July 2007, the Parent isswed bonds in the amount of EUR 300 million with the effectve coupon rate of 5.5
percant annually, which mature on a one-off basis in July 2097, The camying amounis of the bonds approximate
thair fair valuas.

In conmection with the bonds issue, an inlerest rate swap was entered it on 10 July 2007 in the amount of EUR
300 million, which resulted in a decrease of the average interes! rate to fived 2.5 percent in 2008 for the entire
principal, fixed 2 percent in 2008 for tha antire principal and 2 pencent in 2010 for the entire principal.

34. OTHER NON-CURRENT LIABILITIES

JIAMA2013 MM A012

{in HRK'DOO) {in HRK'DO0O)

Liabilities to related companies 24 329 224 127
Trade payables §.328 11,963
Other long-tenm liabilities 12,278 19,610
4593 256730
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Notes to the unconsolidated financial statements of the Company (continued)
Far the yaar ended 31 Decembar 2013

3. OTHER NON-CURRENT LIABILITIES (CONTINUED)

Liabdlities o relaled parties raported in the statement of financial posibon at 31 December 2013 in the amount of
HRRK 24,325 thousand (2012 HRK 224,127 thousand) relate entirely to the obligation towards the owner, the City
of Zagreb, as the owner of purchased neal estate. The decrease in the amounts owed to related company is mostly
due to the lang-lerm liability for the land at the location Mandlova-Maksimirska, paid in 2013 as part of an offsetting
arrangement with the City of Zagreb.

Trade payables reported in the statement of financial posibion at 31 December 2013 in the amount of HRK 8,328
thousand (2012: HRK 11,5883 thousand) relate antirely to advances received.

Oiher non-current labilites reported in the statement of financial position at 31 December 2013 in the amount of
HRK 12,278 thousand (2012: HRK 18,610 thousand) relate entirely to an amount owed to the State for flats sold to
employees in accordance with the underlying govemnment programme. According to the then applicable
regulations, &5% of the income from the sale of flats to employees was 1o be transferred to the state upon
collection. Based on the Law, the Company has no obdigation to remit the funds before they have been collected
from the employees

35. DEFERRED INCOME

22013 2012

(in HRK'000) (in HEK M)

Deferred incomea 2415675 4 516 482
2,415,675 4,516,492

Deferred income relates to assets received or financed by local self-govemment wnits, the owner and other legal
entities, free of charge, which are reported in the statement of financial position under deferred income. The
decrease in deferred income is recognised in the statement of comprebensive income progortionally over the
useful life of the asseis to the extent of depreciation of the asseis financed out of the budget, in accordance with
1AS 20 Accounting for Government Granis and Government Assistance, whereas for repayments of long-term
koans used to finance the assets of the Company, the income is recognised o the extent of the amount repaid by
the City of Zagreb which assumed the obligation 1o repay those loans.

The decreass in defermed income is mainty attributable to the spin-off of a business unit and its transfer to new
company Vodoopskrba | odwodnja d.o.o. in the amount of HRK 1,842 520 thousand (Mole 4)
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MNotes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

J68. LIABILITIES TO RELATED COMPAMIES

31112/2013 3111212012

(MHRKTOO)  (in HRK'0OD)

Trade payables (related companies) 19,811 12,800
Borrowings from related parties 86,740 69,836
Due to the City of Zagreb - 51,084 133,846
157,635 216,482

a7. ADVANCES, DEPOSITS AND GUARANTEES RECEIVED AND LIABILITIES IN RESPECT OF
SECURITIES

37.1. LIABILITIES IN RESPECT OF ADVANCES, DEPOSITS AND GUARANTEES

MM212013 22012

(in HRK'00D) {in HF!H"I:II:-I"-T!J'

Advances received from unrelated companies 8,365 27028
9,165 aT,028

37.2. LIABILITIES IN RESPECT OF SECURITIES

Liabilities in respect of securities refer to bills of exchange discounted at banks Kent Bank d.d., Croatia banka d.d.
and BKS Bank d.d. in the total amount of HRE 48 000 thousand (31 December 2012: mil)

38. TRADE PAYABLES

IMM22013 MMara2

_Ein_kiﬁﬁ*nnﬁ: {in i—immun}

Domestic trade payables 207,710 838 893
Foreign trade payables 2497 641
Imvoice accruals FF 1,005
208,279 840 839

The decrease in cument trade payables is mainty a resull of amounis seftiled and, 1o & lesser extent, ie. HRK
174,550 thousand, of the status change (Mote 4).

Zagrebatki holding d.0.0., Zagreb a3



Motes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 Dacamber 2013

49. AMOUNTS DUE TO EMPLOYEES

IMNEZrH013 Moz
(in HRK'000) {in HRK'D00)
Met salaries payable 66,345 76,128
Feas and benefits payable 1,686 5,228
68,035 81,357
At 31 December 2013, the Company had 9,859 employees (31 December 2012: 11,6820 employeas).
40. TAXES AND CONTRIBUTIONS PAYABLE
J1M22013 IM22012
(im HRK'000) (in HRE'DDD)
Fayroll and benefit-related taxes and contributions 44 185 51,144
Value added tax 29,926 31,0e0
Membership and similar fees 4 680 33,039
Other taxes payable 130 B71
78,921 115,914
41. OTHER CURRENT LIABILITIES
In2zo13 IM22012
(in HRE'0(0) _[|r1- HRK'O00)
Deferred sales 157,701 45 0482
Accrued expenses nol yet billed 70,062 127 268
Other fees payable under decisions 11,343 45 902
Accrued VAT on prepayments 28 &
Liabilities under recharged servicesa (VIO) 260,182
Current portion of lang-term provisions for employes banefits 28 558 53,627
267,692 533,077

The decrease in other current liabilites s mainky atributable to the spin-off of a business unit and its transfer o

new company Vodoopskroa | odvodnja d.o.o. in the amount of HRK 236,969 thousand (Nole 4}
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Motes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

42. OFF-BALANCE SHEET ITEMS

MAX2013 I 22012

{in HRKE000) {in HRK'000)

Off balance sheel items 244 268 B7E BES
244 298 B79,665

Al 31 December 2013 off-balance sheet items comprise given guarantees and debentures in the amount of HRK
104 .4 million (2012: HRE 101.3 million), received guaranteas and debantures in the amount of HRK 107.4 million
(2012: HRK 88.% million), assets recenved under operating leases in the amount of HRE 2586 million (2012 HRK
B78.5 million) and other goods received or given under commission or consignment

43. BALANCES AND TRANSACTIONS WITH RELATED PARTIES

Parties are considered io be related if they, directly or indirectly, throwgh one or several intermediaries, conirol, or
are confrofled by, have a significant influence in, of are under joint control with the reporting entity (which includes
the parent, subsidiaries and branches). The City of Zagreb, being the sole owner of the Company, IS the only
having significant control over the Company's operations.

Trading transactions

Transactons between the related entities are el out below:

Purchases of goods and
— - hh services
2013 2012 2013 2012
(nHRKOOD)  (nHRKO00)  (in HRK00O)  (in HRK'00Q)
City of Zagreb 1,001,413 H23 863 23213 28 81
Gradska plinara Zagreb d.o.0. 423 2,534 2,229 G
Viodaapskiba | odvadnja d o.a 2 835 - To2
Gradsko stambenc komunalno
gospodarsivo d oo 479 ) -
E’_‘ﬂ“' pinars Zagreb Cpsirba 436 672 24 520 15,846
Zagreb plakat d oo 251 408 e 281
Gradska ljekarna Zagreb 143 248 1,177 &2
Zagreb arena d.0.0. 5B 48 -
AGM doo 13 - -
1,009,767 927,576 52,254 45,096
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Motes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 December 2013

43. BALANCES AND TRANSACTIONS WITH RELATED PARTIES [CONTINUED)

Outstanding balances from trading transacticns at the end of the reporting period;

City of Zagreb:
Vodoopskriba | odvodnja d.o.o.

Gradsko stambeno komunaing gospodarsivo d.o.o.

Gradska plinara Zagreb d.o.o,

AGM daoo

Zagreb plakat d.o.o.

Zagreb arena d.o.o

Gradgka plinara Zagreb-Opskroa d.o.o
Gradska jekama Zagreb

City of Zagrab

Vodoopskrba | odvodnja d.o.0

Gradska plinara Zagreb - Opskrba d.o.o
AGM do.o.

Gradsko stambeno komunalno gospodarstvo d.o.o

Zagreb plakat d 0.0
Gradska plinara Zagreb d 0.0
Gradska ljekarma Zagreb

Amounts owed by related parties

311212013 _ AN

(in HRK'000) (in HRICD0O)

211,138 278,518
14,301
11,885

o686 538
113

21 !

12 12

- 260

7 23

r—r 277,349

Amounts owed o related parties

31H212012

3111272013
{in HRK000) (in HRK'DOD)
40,351 133,847
24,138
5,785 12,403
400
120
45 187
45 94
. 118
70,896 146,647

Sales from related-party transactions were made al standard market prices that are comparable with the prices

charged to unrelated parties.

The outstanding balances are not secured by amy security instrument (debentures, bills of exchange, bank

guarantess) and will be settled in cash
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Notes to the unconsolidated financial statements of the Company (continued)
Fer the year ended 31 December 2013

43. BALANCES AMD TRAMNSACTIONS WITH RELATED PARTIES (CONTINUED)

Related-party loans Receivables for loans to related

parties e
JNE2013 I Era012
(in HRK'00D) (in HRK'D00)
Vodoopskrba | odvodnja d o.o. 174,672
Zagrebadka stanogradnja d.0.0. 5530
AGM d.oo 1632
Gradsko stambeno komunalno gospodarstvo d.o.o. 1,562 -
Zagreb arena d.o.0. 1,148 1,042
Zagreb plakat d 0.0, 609 2,525
185,153 3,667
Related-party loans Loans payable to related parties
MM22013 IMNMy2012
{in HRK'000) (in HRK'000)
Gradska plinara Zagreb - Opskrba d.o.o 57,169 32,607
Gradska plinara Zagreb d.0.0. 18,889 33,228
Gradska ekarna Zagrab 10,580 4 D00
Vodoopskrba | odvodnja d.o.o. 102 F
867480 69,835

During the reporting panods presanted, the Company approved several short-larm and long-term loans (due within
2 years) lo its related parties. which are specified above. The loan interest rates are comparable to average
commercial rates prevailing at the time of the loan ongination. The ioans are secuned by debentures (promissary
notes) and bills of exchange
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Notes to the unconsolidated financial statements of the Company (continued)

For the year anded 31 December 2013

43. BALANCES AND TRANSACTIONS WITH RELATED PARTIES (CONTINUED)

City of Zagreb

City of Zagreb

Amounts receivable under other

related party transactions
MMM2r2013 MN22012
(i HRE'DOO) fin HREC0O0)
1,583,008 1,205,681
1,683,008 1,205,681

Amounts payable under other related

- _ party transactions
I1H22013 M2

fin HRK'000) _ {in an'mn;
24,329 224 127

24,329 224127

Other related party fransactions include long-term receivables from the owner for guaraniees provided for long-
term loans 10 ZET Branch for loans raised for the reconstruction of public transpot in the amownt of HEEK 405292
thousand (2012 HRK 505888 thousand). In 2008, a long-term receivable from the owner was recognised n
respect of funding 50 percent of the lease costs for the sports facility Arena Zagreb in the amount of HRK 643,329
thousand (2012: HRK 655,337 thousand) based on an agreement between the City of Zagreb and the Republic of
Croatia (Mote 22). The remaining balance receivable from other relaled party transactions relates to amounts due

under the agreement on the sold apartments and commercial spaces.
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 Dacember 2013

43. BALANCES AND TRANSACTIONS WITH RELATED PARTIES (CONTINUED)

The Company's related parties include the members of is Management and Supervisory Boards. The total
remuneration paid to the directors (of ZagrebaZki holding and its Branches) and members of the Supervisory
bodies paid in 2013 was as follows:

24203 322012

{in HRK'000) fin HRK'D00)

Salaries of the key management persannel and Branch directors B.587 732
Fees to the Supervisory Board members BOO 751
8,387 B.681

44. EMPLOYEE BENEFITS

As of 31 December 2013, provisions for employee benefits, which include long-service benefits and solidarity
support, amount 1o HRK 110,709 thowsand (at 31 December 2012; HRK 280 815 thousand)

Long-service and termination and solidarity support

According o the Collective Agreement, the Group has the obligation to pay long-senice (jubdlee awards) to its
employees. The Company operates & defined benefit plan for qualifying employees. Under annex 5 1o the Main
Collective Agreement, the long-service benefits. pegged until 31 December 2013 to the average salary in the
business sector in the temitory of the City of Zagreb, were reduced. The benefits are paid according to the
following tenure;

+ HRK 700 for 5 years of continuous sarvice

= 1 average monthly salary for 10 years of conlinuous service

= 1.5 average monthly salary for 15 years of continuous senvice
+« 2 average monthly salaries for 20 years of continuous service
« 2.5 average monthly salaries for 25 years of continuous. senvice
+ 3 average monthly salanes for 30 years of continuous service
= 3.5 average monthly salares for 35 years of continuous. service
* 4 average monthly salares for 40 years of continuous sarvice
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

44, EMPLOYEE BENEFITS (CONTINUED)

According o Annex 5 o the Main Collective Agresment, the amounts of the long-service benefits were reduced to
non-taxable amounts, as defined in the applicable tax regulations. and from 1 January 2014 they are determined
as follows:

« HRK 1.500 for 10 years of continuouws sarvica
* HRK 2,000 for 15 years of continuous service
«  HREK 2500 for 20 years of continuows sarvica
«  HREEK 3,000 for 25 years of continuous service
« HRK 3,500 for 30 years of continuous service
«  HREK 4,000 for 35 years of conlinuous service
« HRK 4 500 for 40 years of confinuouws service
Under the Collective Agreement, the employees refiing at regular age are enbtied to a one-off retirement

allowance amounting fo three average monthly salares pakd from the economic activities in the City of Zagreb
over the past three months.

Saolidarity support is based on the average salary paid to businesses in the territory of the City of Zagreb and is
paid in the following cases:

# death of the employee or a member of hisher close farmily;

= severg disability of the employee, histher children o spousa;

= sick leave of the employee beyond 30 days;

= sUppor o the children of employees who fell victims during the Homeland War,

* purchases of medical aids, coverage of the participation component in purchasing necessary
pharmaceuticals required in the opinion of the competent docior;

« restoration of damage resulting from an Act of God.

e  birth of a child;

severe occupational injury.,

The present value of defined benefit obligations and the related current and pasi service costs have been
determined using the Projectad Credit Unit method and the discount rate of 5 percent (2012 5%), which reflects
the market yield an government bonds
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

44. EMPLOYEE BENEFITS (CONTINUED)

Ky assumptions underlying the actuarial estimates:

2013 2012
Discount rate 5% %
Fluctuation rale 4 4%, 4 50
Average expected remaining sernce penod (in years) 20 20

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

2013 2012

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

Present value of the termination benefit obligaton 48 851 50123

Present value of the long-service benefit obligaton J2TTS 188,076

Present value of the solidarity support 28,979 12 416

Obligation included in the statement of financial position : 110,709 280,615
Of which by maturity:

2013 2012

{in HRE'000) {im HRK'T00)

Current liabilities 17,408 41 868

Mon-curnenl liabilites 83,303 238 649

110,709 280,615
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Notes to the unconsolidated financial statements of the Company (continued)

Far the year ended 31 December 2013

45. FINANCIAL INSTRUMENTS (CONTINUED)

45 2. Categories of financlal Instruments

Financial assets

Cash with banks and in hand

Financial assels at fair value

Long-term deposits and other financial assels
Receivables from related companies and trade debbors
Receivables for investments in gavernment Bands
Receivables for loans and credil sales

Amounis due from employess

Other receivables

Financial llabilities

Finance lease agreements

Loans, borrowsngs and financial leases (long-term and current portion)
Liabiktigs under issuad bong-tarm securities

Liabities o related companies and trade creditors

Liabilties in respect of loans, deposits and similar

Amounts due to employees

Other current liabilitias

Zagrebacki holding d.0.0.. Zagreb

311212013 322012
{in HRK'000) {in HRK'000)
136,541 49 455
454 521
115,187 121,482
2,028,101 2 187 044
8,771 12,323
208,642 41,261
2,371 3,014

BOS, 704 756,783
1,798,802 1,240 487
3. 544 407 3,001,544
2,291,293 2,263 68T
399,571 1,293 141
9,365 27,028
68,035 81,357
239,134 479 448
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

45, FINAMCIAL INSTRUMENTS (CONTINUED)

45.3. Financial risk managemeant objectives

For the purpose of forecasting potential scenanos that may have a megative impact on the operations and
achievement of the Company's objectives, the Company identifies financial risks, assesses their potential impact

an the Company's future operations and manages those nsks

The vanous financial risks to which the Company i3 exposed in the course of s operations are sought to be
manimised, avoided and rolled over in order fo safeguard its operations. If economically feasible, certain financial
risks are sccepted.

The key risks comprise liquidity risk, foreign exchange risk and interest rate risk.

They are described below, along with the methods applied to manage those risks. The Company did not use any
derivative instruments to manage the risks. The Company does not use deqvatives for speculative purposes

d45.4. Market risk

The commumnal service pnces are proposed by the Management Board based on the market prices, and
determined and approved by the City of Zagreb.

The activities of the Company expose it to the financial risks of changes in foreign exchange and interest rates.
Thie markel risk exposure s supplemented by sensilivity analyses. There has been no change to the Compamy's
exposure 1o market risks or the manner in which these risks are managed and measuwrad.

45.5. Foreign currency risk management
The Company undertakes certain transactions denominated in foreign currencies. Hence, exposures to exchange

rate fluctuations arise. The carmying amounts of the Company's forgsgn-currency denominabed monetary assets
and monetary liakilities at the reporting date are provided in the abke below

Liabilities Property insurance
I 212013 MHMA22012 . !1HI.I'H1-1 _J-i.ﬂ 22012
{in HRK'000) fin HRK'000)
EUR 5275228 5,250,930 1,775,408 1,897,844
usD - - 15 187
Orther currencies - - 14 a5
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Notes to the unconsolidated financial statements of the Company (continued)
For the year anded 31 December 2013

45. FINANCIAL INSTRUMENTS [CONTINUED)

45.5. Foreign currency risk management (continued)

Foresgn curmency sensilivily analysis

The Company is mainly exposed to the fluctuations in the exchange rate of Croatian kuna to euro (EUR). since
mast of its debt i.e. 65% is tied to that currency. The following table details the Company's sensitivity to & 1%
increase in Croatian kuna against the relevant foreign currencies, 1% is the sensibvity rate used when reporting
fareign currency nisk imternally to the Management Board and represenis the Board's assessment of the
reascnably possible change in foreign exchange rates. The sensitivity analysis includes monetary assets and
monetary abilities in foreign cumencies. A negalive number below indicales a decrease in profit whare the
Croatian kuna changes against the relevant currency for the percentage specified above. For a weakening of the
Croatian kuna against the relevant currency, there would be an equal and apposite impact on the profit,

EUR impact USD impact Impact of ather curencies
22013 MHERE012 MHER013 IMMarz2012 22013 IMR012
{in HER DO {in HREDOO) (in HEK'D00)
{Lows) | (56,502) (33,531) : : : 1

prodit
45.6. Interest rate risk management
Given that 57 percent of the Company's loan debt bears interest at variable rates, the Company is exposed to

interest rateé risk. Sel out below are the interest rates at 31 December 2013 and 31 Decernber 2012 by type of
liability:

2013 2z
EURIBOR | 31 88% 2765%
LIBOR 6.00% 6.B0%
ZIBOR 0.26% 0.23%
Traasury bills of the Ministry of Finance 18.33% 18.18%
Fixed rate of interest 42 67% 47 13%_

100.00% 10:0.00%

Out of the total loan debt of the Group. 43 percent are agreed at fixed rates. The majorty of the loan debl bearing
fixed rates of interest comprises issued bonds with a fixed coupon rate of 550 % p.a, and the rest relates to the
finance leasa obligation for Arena Zagreb,
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MNotes to the unconsolidated financial statements of the Company (continued)
Far the year anded 31 December 2013

45, FINANCIAL INSTRUMENTS (CONTINUED)
45.6. Interest rate risk management (continued)

EURIBOR and EUR LIBOR tied loan debt accounts for 37 88 percent of the total loan debt, whereas 19 33 percent
of the loan debt is tied to the yield on the Treasury Bills of the Croatian Minéstry of Finance. Thus, 57 percent of the
loan debt bears interest al variable rates, which has been acknowledged as a significant uncerainty in developing
future cash flow projections. For the purpose of managing credit risk, the Company is actively monitoning the
interest rate movements. Given the volatility of the EURIBOR and the yield on the Treasury Bills of the Croatian
Ministry of Finance, the Company finds the interest rate risk acceptable and, consequently, has entered ino no
derivative instruments as a hedge against the interest rate righ,

The Company identifies the mismalch between the inferesi-beanng transactions in which the Company is the
payee and the payer and seeks 1o achieve balance with the interest recesvable while agreeing the interest rates
payabie

458.7. Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to
the Company. The Company oblaing collateral, whene appropriate, as a means of mitigating the risk of financial
loss from defaults

Cusiomers are classified into risk groupings based on the financial indicators and own trading records, and
appropnate credit risk mitigation measures are taken for each risk class. Cusiomers are classified mainly on the
basis of thewr official financial statements and the Company's history of trading with each customer

The Company transacts with a large number of customers from various industries and of vanous sioe, as wall as
with citizens (individuals). Trade receivables are presented net of allowance for bad and doubiful accounts

45.8. Liquidity risk management

Because of the liquidity problems prevailing in the Croatian economy, the liquidity risk has a highly negative impact
on the Company's operations. Instruments used to monitor and mitigate liquidity risk are as follows: analysing and
managing cash flows, analysing assets and the sources of financing those assets; analysing customer
creditworthiness, collateral, credit and revolving facilities, and similar.
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MNotes to the unconsolidated financial statements of the Company (continued)
Far the year ended 31 December 2013

45. FINANCIAL INSTRUMENTS (CONTINUED)

45.B. Liquidity risk management [continued)

45.8.1. Liguidity and interest rate risk tablas

The following tables detail the Compamny's remaining contractual maturity for its non-derivative financial liabisties. The tables have been drawn up based on the undiscounted cash flows of
financial liabilities based on the earliest date on which the Company can be required to pay. The tables include bath principal and nterast cash fows.

Weghbed
Tm""l Ui b0 1 year 1 i 2 years 2 1z 3 years 350 4 years 440 § years After & ymars Totad
intereat rate -
{dn HERQ00) %%
Ar J1 Decamber 2013
Maon-inferest bearing
I&l::mh. 10 Mlaied companiss and trade 172,358 B.148 6273 3,454 3,250 8,079 399,570
Liabiktas in respect of lnans, depasils and 9365 ) ) i . . 9,385
similar
fmounts due o employess 68,035 - - - - - 68,035
(thar cusrent Rabiltas 235 114 . - - - E 229 134
Yariable-rate instruments
Finance ipase chlgations 5. 90°% 81,856 95 512 101 430 108 553 112,048 15812 1,028,235
Loans and Bormawings payabie 4.23% 1,060, 850 244 202 242 335 196 205 144 081 405 D04 2 282 B0
Fizged-rate instrurments
Finance lease oblgabons 4.70% 19,268 20,150 21155 23,187 3227 Bl 545 770,652
Issugd bonds 5.50% 125,021 126.021 126 011 2291293 - - 25648 256

1.986 925 493,073 487 205 2,619.803 82614 1,597 540 TATT 160
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MNotes to the unconsclidated financial statements of the Company (continued)
For the year endad 31 December 2013
45, FINANCIAL INSTRUMENTS (CONTINUED)
458, Liquidity risk management [continued)
45.8.1. Liguidity and interest rate risk tables [continued)
Neignied
m U to 1 year 1 40 2 years 2 1o 3 years 310 4 years 4 1o 5 years Afinr & yoars Total
interast rate
i R D00) %
Af 31 Decombar 2012
Mon-interast baaring
e e et asisipe gy 1,062.290 5442 6,148 6.273 4,110 207 877 1,293 140
Liabilitias in respact of kans, deposils and .
il . 27028 27,028
Armourts dus o employees a1.357 . = - 81,3457
Othier currant kabilities ATH 448 . - 470,448
Variable-rate instrumants
Finance lease obligations 219% 105622 105 624 105,625 105,627 67,51 .80 455 81
Loams and boifowings payable 2.85% 1,332,204 A54 BS0 341 B27 329,638 272,285 T40 954 3,37 837
1,332 204
Fizmed-rate instruments
Finance wase chlgations 4. T0% 54 328 54 328 54 128 E4 128 54 328 1,082 241 1,303, B84
Loans and borowings payable 7.00% 5838 5452 5,147 . 16,477
58 e bonis 5.50% 124 503 124 503 124 802 124,503 2 328, 407 2 836 508
3,272,618 651,270 837,578 620,369 2,726,751 1,986,914 9,895,511
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Notes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013 )

45. FINANCIAL INSTRUMENTS (CONTINUED)

45.8. Liguidity risk management (continued)

46.8.1. Liquidity and interest rate risk tables (continued)

The following tables detail the Company's remaining confractual maturity for its non-derivative financial assets. The tables have been drawn up based on the undiscounted cash flows of

financial assets until contractual maturities, including interest to be earmed on those assets.

Wikighted
:‘;;:- Upic 1 ysar 1 i 2 years 2 ta 3 pears 140 £ years 4 o § years ARer 5 years Total
__Inferest rate : X -

{im HRF'O00) %
Al 31 Decembar 2013
Han-interest boaring
Cash and cash eguivalents . 138 541 = - = 136,541
Financial assats at fair value - 454 . - - . d54
mm”“ reialad companiss and 632,658 186,488 186 456 171,482 81,400 770.619 2 040,243
mﬁu- far investmants in government i 8771 - a1
Amounts due from smployess . 2,37 - - 2m
Other receivabies . 188,033 28,750 28452 28,247 28122 508,191 B04 Tas
‘Variable-rate Instruments
L S TR 5.80% 1,904 1,904 1,904 1,604 1,604 67,561 77 D&t
Figed-rale instrements
She R et ot oS-y 3,39% 8,823 1,778 1,778 1,778 1,778 B1,153 97,088
Gean lpans 6, 14% 2887 1,378 1,275 1,253 12854 8278 13,280
Rescaivaties for given icans for fals 1,38% 1,342 1,326 1,312 1,264 1280 4 580 11,134
mﬂmmmmn—mmm & DO% 185,153 ) . B - . 185,153

1,178,045 231 602 221 187 205,968 118,738 1,435,380 337781
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Notes to the unconsolidated financial statements of the Company (continued)

For the year ended 31 _Qqcamhar 2013

45. FINANCIAL INSTRUMENTS (CONTINUED)
45.8. Liguidity risk management [continued)

45.8.1. Liguidity and interest rate risk tables [continued)

Wisighted
average
affcte
nlenasl rate
iy HIRRC D) %
At 31 Decembar 2013
Mon-interest baaring
Cash and cash equivalants
Financial assets at far value
Receivabies from related companies and frade
deblon
Receivables for imvestments n govammant
Bonds
Armdianls dus from employses
Other necesrables
Variable-rate instruments
Long-tarm ceposis and cther financial assets & 80%
Fixed-rate insiruments
Long-taim deposits and othars financial sssels 31.09%
Given loans 6 14%
Receivables for given loans. far lats 1.38%
Given loans to refated paries and accrued B 0O%
loan interest

Zagrebadki holding d.0.0., Zagreb

| I I I | I | I |
Up ta 1 year 110 2 years 1o 3 years 310 4 years 4 i 5 yaars Afer § years Total

49,455 . 45 455

. 531 gl

1,113 738 177028 132372 132,372 112727 516,809 2,187 D44
. 12,333 12,333

IDa - . - 34
130,278 27 967 21877 2T 480 ZT.260 516121 T5B TEI
2128 2128 2128 Z.128 2,128 B 117 T4 757
8,363 1,953 1,853 1.8953 1,683 Ba 816 105,111
8,462 872 3,005 TR 2,758 4 375 28300
2,139 2118 2123 Flly - =028 6 034 16, 508
3,587 E 3,567
1,311 162 215, 68 168,263 168,827 148 852 ;EH.I.H 31234393
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Notes to the unconsolidated financial statements of the Company (continued)

Far the year ended 31 Decamber 2013

45. FINANCIAL INSTRUMENTS (CONTINUED)

45.9. Fair value of fimancial instrumenis

45.9.1. Fair value measurements recognized in the statement of financial position

The fallowing table provides an analysis of financial instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to 3 based on the degree fo which the fair value i obssrable.

« Lavel 1 fair value measurements are those derved from quoted prices (unadjusied) in active markets far

idenbical assats or liabilities.

#* Level 2 indicators - indicators of fair value derived from data other than quoted prices from Level 1 for
observable assets or Nabilites (e their pnces) or indirectly (denved from the price); and

= Level 3 indicators Level 3 fair value measurements are those denived from valuation techniques that
include inputs for the asset or liability that are not based on observable market data (unobservable

inpats).

(in HRK'0OG)

Financial assels at fair value through
profit or loss

Participating interest - investment in shares

{in HRK'000)

Financial assets at fair value through
profit or loss

Paricipating interest - investment in shares

1212013

Ll 1 Lewvel 2 Level 3 Taotal
454 = 454
454 = - 454
JM22012

Level 1 Level 2 Level 3 Tatal
521 - 521
621 - - 521
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Motes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 December 2013

48, COMITTMENTS

The Company has entersd into confracts that are still in progress. Costs 1o be incurred under those confracts have
been estimated at HRK 124 254 ihousand, whereas the estimated value of investments amounts to HRK 18,708
thaousand.

47. CONTINGENT LIABILITIES

Ervimpmmenial manters

Included in the Group is Branch Z2G0S, whose principal business is communal and other waste disposal and the
rehabilitation of the Jakusevac landfill, as well as to assist the City in establishing a long-lerm communal waste
management development strategy for the City of Zagreb. The environmental effects are monitored by local and
governmental environmental authorties, In respect of future costs of maintenance and supervision of the landfill
the Growp (i.e ZGOS) recorded a provision of HRK 35022 thousand, in accondance with 1AS 37 Provisions,
Contingent Liabslites and Contingent Assets (2012: HRK 24 293 thousand).

Taxation
The Company is subbject to corporate income fax on their taxable profits in Croatia and those other lax junisdichons
in which they operate. The supervisory inspection of the value-added tax and corporale income tax for the year

2010 and 2011 by the Tax Administration is cummently in prograss.

Restrucfunng

A significant part of the Financial and Operational Restructuring Measures were implemented during 2013,
comprising the following:

a) the renegotiation of the lease contracts for the ZET Branch means of transport (Mate 18)

b) lease agreements were concluded for the remaining available housing and commercial facilities in
Sopnica (MNoles 22 and 23)

c) anmex 5 1o the Main Collective Agreement was signed reducing certain employes benefits io the tax-
allowable amounts (Notes 8, 31 and 44)

d) Pans of the non-core asseis were disposed of (properties ‘Gredel|' and "Zagrepéanka’) and receivables
under the property sales agreements were sold fo commercial banks al a discount. Proceeds from the
sale of receivables were used to seftle cument liabiibes (Notes 14, 15,19 and 38).

@) Demergers with the establishment of new companies were carmied out [Mote 4).

Ags a result of the implemented measures, the liquidity has improved, and current liabilities have decreased.

Zagrebatki holding d.0.0., Zagreb 12



MNotes to the unconsolidated financial statements of the Company (continued)
For the year ended 31 Dﬂ:-umbﬂfimﬂ

47. CONTINGENT LIABILITIES (CONTINUELD)
Concession nghls

Vodoopskrba | odvodnja, a branch within the Company (until November 2013), paid a concession fee for the water
supply, which amounted to HRK 0.135 per sq. m. Total fee for concession rights amounted to HRK 4,785
thousand in 2013 (2012 HRK 4,307 thousarnd)

48. EVENTS AFTER THE REPORTING PERIOD

O 30 April 2014 the Management of the Company adopted a decision to develop a demerger plan, representing a
further step in the restructuring of the Company and envisaging the spin-off of certain businesses covered by the
following branches: Robm terminall 2agreb, Zagrebadki elektriéni tramvaj, Zagrebacki velesajam, Viadimir Nazor,
and a part of Trinice Zagreb. Per demerger plan, total decrease of share capital would be 303 110 thousand kuna.

Effective 1 January 2014 the management and cwnership of the Sports Facility Managemant Branch (withoul the
hatel segrment) are transferrad to the City of Zagreb

The rescheduling of the short-term loan debl into long-term delbt i5 in progress.
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Notes to the unconsolidated financial statements of the Company (continued)
For the year anded 31 Decamber 2013

49. PENSION INSURANCE

The Compary does not operate a separate retirernent plan for its employees or management. either in Croatia or
abroad. Thus, no provisions for those obligations have been made

The Company pays pension confributions on behalf of its employees in the Republic of Croatia in accordance with
applicable legal reguiations. These contributions form the basis for the pensions payable out of the Croatian
National Pension Fund to Croatian employees upon their retrement. Currently, there are no outstanding retirement
benefit obligations, sither for the Company's present or former employees

50. LEGAL AND REGULATORY ENVIRONMENT

The operations of the Company and its revenus are regulated by several laws, the mast significant ones baing as
follows:

* The Law on Communal Managemsani

= The Law on Local Self-government
*  The Law on Waste

= The Institutions Act

= The Law on Waters

=  The Cemelenies Act

*  The Building Maintenance Act

=  The Act on Free Zones

§1. APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were adopted by the Management and authonzed for isswe 10 June 2014

Slobodan Ljubi A
Ly
i of the Management Boand %1.’}{”‘“ . NG
S LAT GRS BF
FAGRES, Ulico gisds Yukovara Ll

Zagrebatki holding d 0.0, Zagreb 114



