e
=

INSTITUT IGH

May 2021, Zagreb




ANNUAL REPORT 2020

CONTENTS

1INTRODUCTION.........ccoernue. L B P B AL S it RV b Vi S s mEom e .2
2. INTRODUCTORY NOTE BY THE PRESIDENT OF TEH MANAGEMENT BOARD

.................................................................................................................................... 3
8 T I TR omm i i oty bkt i e B A o b N b 5
A T e T e s i i S s T T R e 8
5 RO O D B T i 1
6. SIGNIFICANT PROJECTS AFTER THE BALANCE SHEET DATE ........cccoevinens 13
T VTSHON ANDY WSS . ciiinn cosinmininn nimmairs sisss s e ivas s siass s anes samenb i 14
8. IGH's STRATEGY 2020 - 2080, ... umissiiainsin insmssmmnsinssunsansasssssisss srsins samrrassvanmsns 15
8. ORGANIZATIONAL STRUCTURE OF IGH.......cccconnimiiinsimissvnsnmssssmsssins s smssinses 17
10. NON-FINANCIAL REPORTING.......ccooiioiriiinneimnsrsems stnssasssasnesssas i s ssssmsinsions 18
11. RELATIONS WITH EMPLOYEES..........cccooiiuniitininmanmsrsssinnerssssressssesssssassnsnasas 26
12. TRANSACTIONS WITH SHARES..........ccociminmaninsminsnimansaissssasssss sapessemmisnnms 27
13. DECLARATION ON CORPORATE GOVERMANCE CODE............cccociiiiininnnne 28
14, INTERNAL CONTROLS.......oooeiiiimrrisis s e ims s s s sm s s s s s e 29
15 RIS BARAUGEIVIEINT. ovanins runvsinncimns s iinsasssinss oo eridiiasissamsasing vas aisissian s5ssnuiio 30
16 FIRANCIAL DVERWIEW i i biaiiimiaiinaiebin i 3
17. SIGNATURE OF THE COMPANY's MANAGEMENT ......ccoiiiiiiiiicciicieee 32



ANNUAL REPORT 2020,

1. INTRODUCTION

Articles 250.a and 250.b of the Companies Act and Article 21a of the Accounting Act establish an
obligation to submil an Annual Report, a true and fair view of the Company's posilion and the annual
consolidated financial statements

Annual Report of the Company INSTITUT IGH, d.d. (hereinafter: Company) includes all information
and data required by law.

Annual financial stalerments of the Company are consolidated since we own shares and business
interests in affiliale companies and subsidiares,

The phrase IGH Group” will be applied in this Repor to the Company and ils affiliates and subsidies,
all with tha aim o present compbate, true and substantially accurate information (o the shareholders
and invesiment community,

The Annual Report also includes principal financial statements prepared in fine with the Accounting
Act and International Financial Reporting Standards. According to the Accounting Act, the principal
financial statemenis are the stalements on the financial stalus of the Company (balance sheet), profit
and loss account, Statement on other comprehensive income, Statement on changes in equity, Cash
fiow statement and Moles to the Financial Statements. Apart from this, Annual Report also includes
the nonfinancial report, ie. addiional information, pursuant fo provisions of Aricle 21 of the
Accounting Act.
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2. INTRODUCTORY NOTE BY THE
PRESIDENT OF THE MANAGEMENT
BOARD

he year 2020 for the whole world was marked by events related to COVID-19

I pandemic and business activities impacted by it. In addition, in Croatia two

devastating earthquakes largely affected social and business trends, For our

society, as well as for the entire community, this meant a whole range of

challenges that we had to deal with, but also an opportunity for us to lay the
foundations for further business development in the years ahead.

Despite all challenges and reduced scope of lendering and confracting, we continued with inlensive
employment during 2020 and hired 100 new employees, 75% of which are experts in core business
Thus, we increased the number of total employved to 518, or 10% maore than the year before. Together
with employees from regional centres in Georgla, Russia, Kosove and Bosnia and Herzegovina we
have a total of 537 employess,

When we talk about the impact of the COVID-18 pandemic on business, first and foremost our primary
goal was caring Tor employees. Business processes have been adjusted lo the new circumsiances
and necessary measures have been underiaken for smooth operation of the company. All of this
resulted in a low Infeclion rate among employees throughout the duration of the pandemic. In the
context of the pandemic impacting our business operations, the impact was significant. As already
mentioned, this was primarily seen through less lendering and contracting of new jobs and larger
pitwale invastments.

Nevertheless, during 2020, we concluded 261 new contracts with a todal value of just over HRK 170
million, Out of the new confracts, | would like 1o single oul two signed on the BEH market with the
Fublic Comipany Motorways of the Federation of B&H d.o.o,

The first, value HRK 30 million, with our Company as the Lead Member of the Consortium, is signed
for the services of design of express road Mostar-Siroki Brijeg-Croatian State Borderline, section
Polog- Croatian State Borderhne. The second. approximate value of HRK 15,7 million is signed for
technical supervision services of consiruction works on the Corridor Ve motorway, section Tardin-
Konjic, sub-seclion Tardin-lvan, entrance o the Ivan Tunnel.

In Croatia, we must point out the contract signed with Hrvalske ceste d.o.o, worth HRK 8.4 million for
supervision of construction works on the road DC403, from the Skurinje Interchange 1o the Port of
Rijeka, with our company as the Lead Member of the Congoriium, Alzo, a coniract was signed with

Infrastruktura, worth HRK 5.3 million for supervision services during reconstruction of the Zagreb
Wesl Railway Station — Savski Marof railway line, mostty financed from the World Bank for
Reconstruction and Development (IBRD).

Also, the announced project of digitization of internal documentation (DMS - Document Management
System) has slarled, which is a cost-effective measure from which significant savings are expacied in
terms of efficiency of data and resource management.

Following the adoption of the Company Development Sirategy 2020-2030, a sirategy implementation
leam was established that devalopad an annual plan with four focus aregs;

1. Focus on employees and mentoring
2, New markets and business segments
3. Scientific and research activities

4. Cost-efficiency
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The management monitors the activities of the plan implementation on a monthly basis.

As in the previous year, one of the priorities of the Company i providing high gualty products and
services to clients i one of the company’s priorities. Instidul IGH is dedicated fo continuous
improvement of the skills and competences of its employees, who had the opportunity to attend
relevant technical training and courses in the Competence centre even in 2020,

In order to maintain 3 leading marke! position, the company follows the frends and demands of the
modern world when it comes lo engineering solutions. As a response 1o that challenge, the company
continued to promote and implement the Building Information Modalling (BIM) for future projects
During the implamentation of the BIM process within the company, the markel need for this specific
knowledge was recognized and Iraining plan was presented for external participants for 2021, which
already begun wilh the first groups in February and March 2021,

During the year, the Company, in accordance with its legal obligations, continued o fulfil s obligations
1o creditors from he pre-bankruplcy setlement concluded in 2013. Also, during the year, intensive

activities were ongoing to regulate the manner of setlfing obligations 1o the creditor B2 CAPITAL,
which ulimately resulied in the signing of an agreament with the creditor in March 2021,

On behalf of the Instifut IGH, d.d. Management
Raobert Petrosian, dipl.i

President of the Ma i Board
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3. ACTIVITIES

INSTITUT IGH, d.d. is the leading consulling company for design and enginesring services in civil
enginesring in Croatia and the region. Together with its 16 subsidiaries and 7 affiiates it provides
comprehensive support in infrastructure and investment projects, delivering optimal, complete and
innovalive solutions in the civil engineering secior in Croatia and infernational markeis.

The Company is registered at the Commercial Court in Zagreb under the number MBS: 080000959,
with ifs head office in Zagreb, Janka Rakuse 1. The Company's share capital is HRK 116604 710,00
divided into 613.709 ordinary shares mark IGH-R-A, |ISIN:HRIGHORADDOS nominal value HRE 190,00,
lisied on the official markel of the Zagreb Stock Exchange.

INSTITUT IGH, d.d. provides the following services:

o PLANNING AND MANAGEMENT OF DEVELOPMENT RESOURCES

]

Qo0 a

Urban development plans and Master plans
Delailed urban plans

Developmant plans for areas of special character
Analysis and planning of transport systems
Elaboration of sustainable development projects

o STUDY DEVELOPMENT

LT

o000

Feasibility Studies

Documentation required for issuance of Location permit

Transport Sludies

Environmental Impact Studies

Technical input, Environmental Protection Studies and Enwvironmenial Status
Monitaring

Waste Managemenl Programmes and Sfudies

Mathematical and Physical modelling of water engineenng structures

Water supply, Drainage and Irrigation Studies

Development of Technical Reports for noise prolection

o DESIGN
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GO0 0000000GD

Design of concrete, sleel and masonry structures and engineering facilities (bridges,
tunnels)

Design of roads, geotechnical and water engineernng structures

Pavement structure design, Traffic signs, road markings and road furniture design
Design of mullipurpose waler management infrastruciure

Design of waler supply and dranage systems

Designs for rehabditation and repair of structures

Design of mining faciliies and planis

Development of Technical studies in the field of building physics

Development of Technical solutions for thermal energy saving of buildings
Design of sanitary waste disposal sites for municipal and other waste
Development of Landscaping designs

Design validation and audit

o TECHNICAL SUPERVISION

o
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Technical supervision during construction of concrete, steel and masonry struciures of
buidings and engineering faclities

Technical supervision during construction of roads, geolechnical and water
engineerng structures and facilities

o CONSULTANCY IN IMPLEMENTING EU FUNDED PROJECTS

O

Consultancy in project preparation
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Devalopment of studies, business plans and analyses
Preparation of design applications
Consultancy in project implemeniation
Financial managemant
Public procurement
Management of contracts and building projecis

WASTE MANAGEMENT

o
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Investigation works o delermine the impact of waste disposal sites on the
environment, primarily soil and ground waters

Development of Environmental Impact Studies and Environmental Protection Reports
as part of the Environmental impact assessment screening

Environmental Pratection Managemant Programmes for large cifies with respective
Action plans

Environmenial Pratection Managemeant Plans for infrastructure facilities

Appropriate Assessment for nature

Integrated Environmental protection requiremants for plants

Review - audit of designs with regard 1o environmental protection requirements
Documentation for the issuance of environmental permit

Waste Management plans and reports

Reports on the implementation of Waste Management Plans for local self-governing
wnils

Feasibilily Siudies with Cost-benefit Analysis

Development of tender documentation — depending on the type of procurement, in
accordance with provisions of the Public Procurement Act and related implementing
legisiation

Design development (preliminary, dedailed and working designs) for the purpose af
obtaming the Location and Building permits for wasle disposal sites | ie. Wasle
Management Cenires

Development of studies and technological designs for mechanical = biological
treatment of mixed municipal waste

Technical supervision during execution of all types of works in the field of waste
management

Technical assistance, advisory services and project management during  different
project implementation phases (preparation and implementation of public procurement
procedure, contracting of works, design, work execution and during explodation
phase)

CONSULTING

=]
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Consullancy services during design and construction

Consultancy services in the field of ecology, envionmental protection and
construction of all iypes of ecological structures

Technical advisary services for the Client

Technical project evaluation

Project management

Contract Management and supervision of contract implementation

Tender documentation and lender analysis

Study review

INVESTIGATION WORHKS

o
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o
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Determining the properties of building material

Investigation works, including construction, geoléchnical. hydro-geolegic and
engineering-geological warks

Irmsestigation works for design purposes

Investigation works 1o determine the siate of structure

Proving tha serviceability of structure or part of struciure
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o PROOF OF SERVICEABILITY / SYSTEM OF ASSESSMENT AND VERIFICATION OF
CONSTANCY OF PERFORMANCE
Implementation of activities for assessment and verfication of constancy of performance of
consiruction materials in the seclor regulated by law:
2 Issuance of cerificates for the constancy of performance of consiruction products (for
systems 1 and 1+)
o Issuance of certificates for conformity of faciory production conirol (for syslem 2+)
o Preparation and issuance of Croatian documents for verification in the sector
regulated by law for the purpose of issuing Croatian Technical Assessment
o Preparation and issuance of Croatian Technical Assessment (CTA) in the secior
regulated by law, thal is, issuance of documents on the assessment of constancy of
performance of construction products peraining to s imporiant properties, in
accordance with the respective Croalian Document for Assessment.
o Implementation of acliviies redating to assessmen! and verification of constancy of
performance of constrection products in the sector not regulated by law

o LABORATORY TESTING /| CALIERATION

Laboratory testing of materials and construction products

Control testing of materials and works during construction

Field testing and measurements

Testing the water tightness of waler supply and drainage systems
Testing the noise level and impact sound insulation

Testing the Air Tightness and Thermographic survey of bulldings
Calibration of force measuring and length instruments

oI I T = B« R+ B o

& SCIENTIFIC AND RESEARCH WORK
o Sclentific and lechnological development projects
& Study of new building materials, building procedures and application technologies
o Experimental research
o Development of protatype equipment for civil engineering industry

o OTHER ACTIVITIES

Participating in the preparation of proposals for Building codes
Participating in technical commiftees for development of Standards
Professional training

Publishing

information sociely services

Web design

Development and maintenance of web-sites

Activities of elecironic communication networks and senices
Universal services in the fiedd of elecironic communications
Value added services

Electronic publication services

Teaching in informatics

Computer and related activities

DO o000 0 o000

In compliance with the standards for sustainable development system, IGH has the
following certificates:

e IS0 8001 Quality Managemeni Sysiem

o 130 14001 Envirgnmental Management System

o 1S0 50001 Energy management syslem

o 180 40001 Occupational Health and Safety Management Systems
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4. HISTORY

1849,

1856.

19461.-1962.

1967.-1873,

16877,

1991.

1984,
1993,

16840,

1888,

2005,

2006,
2008.

Establishment of INSTITUT GH, d.d. as ihe Civil engineering labaratary
Zagreh

Renamed lo Civil Engineering Instilule of Croatia

Opening of Regional offices in Split, Rijeka and Osijek
Gaing the status of a research institution

Opening of permanent field laborafories in Sieak, Karovac, Dubrovnik,
Pula, Zadar and Varakdin

The Instilute merges with the Facully of Civid Engineering and oblains a
new name: Civil Engineering Institute

The Institute separates from the Faculty of Civil Engineering and reverts 1o
its former name: Civil Engineering Instilute of Croatta

Transition and privatization

IGH = joint stock company
Establishment of first subsidiary: 1GH Mostar d.o.o. with head office in
Bosnia and Harzegovina

Mew office building opens in Rijeka and a new laboratory building is
completed in Sisak

First accreditation according to HRMN EN 45001 standard, later replaced by
standard HRN EN ISOAEC 17025 General requirements for the
competence of tesling and calibration laboratories

Establishment of IGH Cert - independent body within IGH for the
Asggsessment and werification of Ihe constancy of perdormance of
construction praduects, by authorization of the Minister responsible

Department for Study and Design development astablished
New office buikding in Split completed and fully equipped

Establishment of IGH TD - independent body within IGH for assessment of
properies of construction products by authorisation of the Minister
responsible

Institute shares listed on the Zagreb Siock Exchange

IGH accredited according o HREMN EM 45011 General requiremenis for
bodies aperaling product cerlification systems

Ower 400 testing standards for different construction products

IGH laboralory moves to new building in the 'GH head office in Zagreb

IGH cbtains approval for provision of the following conformity cedification
services: certification of products, cerlification of factory production
conirol, supervision over factory production contred and testing

IGH granted Cerificate IS0 9001:2002 Quality Management System

Restruciuring of the Company and new visual identity



2009.

2012,

2013,

2014,

2015.

® &8 8 8

ANNUAL REPORT +2020

Mame change to INSTITUT IGH, joint stock company for research and
developmant in civil anginaaring

New organization

Mew visual identity

Granled Certficale 150 14001 Environmenial Management System
Granted Certificate OHSAS 1B001 Occupational Health and Safety
Ascessment Specification

Mew organization

Appointment of muli-member management

Increase of share capital by cash confribution, issue of new ordinary
shares, individual rominal value of HREK 400, 00

Increase of share capital to HRK 105.668.000,00 by issuing 105.590 new
shares, nominal value HRK 400,00 each for a price of HRK 780,00 per
shara

Issuing Convertible bonds mark [GH-C-176A, ISIN: HRIGHOO1TEA2 in
the amount of EURC 10.0:00.000,00

Establishing IGH-ESOP do.o. as a new FORM OF Employse Share
Ownership, wilh 173 member - founders, with ihe paid-up share capital of
HRK 2 975,200 00

Entry in the Regisier of Scientific Organizations in the technical sciences
discipling, field of civil enginearing

Mew organization

Pre-bankrupicy selllement

IGH = Molified Body for cerification (assessment of properies of
material) of products at the EU level for area of harmonized European
standards

IGH = Approved Body and Croatian Body for technical assessment
according to authorisation of the Minister responsible for the area of non-
harmonized EU Standards

IGH = Technical Assessment Body — TAB for technical assessment of
construction products at the EU level

Increase of share capita! through authorized share capital by investment of
rights of conversion of part of claims of a parl of creditors from the pre-
bankruptcy settlerment, from HRK 105.668.000,00 to HREK 123.483.600,00,
issuing of new 44,539 non-malerialized shares, issued in name, nominal
value of HRK 400,00 each

Decrease of share capital from HRK 12348360000 o HRK
28,654 710,00 by decreasing the nominal value of shares by HRK 210, 00,
from HRE 400,00 to HRK 180,00 to cover the loss realized in previous
periods

Increase of share capital from HRK 58.654.710,00 {0 HRK 118.604.710,00
by cash confribution, by issuing new 305000 non-malerialized shares,
issued in name, nominal value HRK 190,00 each

Change in the ownership struclure, members of the Management,
positions of tha Management, power of representation of the Management
members, Supervisory Board members, revocation and granting of general
power of rapresentation

Mew organizaton

Comversion of 349.530 shares mark IGH-R-C ISIN HRIGHORCOO004
nominal valua HRK 180,00 each inle 348.539 shares mark IGH-R-A 15N
HRIGHORCOMO0E nominal value HRK 190,00 each

Listing of 349,539 shares individual nominal value HRK 120,00, mark H3H-
R-A, ISIN: HRIGHORADQODE of the official market of the Zagreb stock
exchange
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2017,

2018

2019
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Operational restructuring

Establishing regional market approach

Opening of new markels

Opening of Branch office in Georgia

Operational indicators mark an increase owing to the change in  business
developmen! trends

Successiul completion of large scale infrastruciure projects in Georgia
Acquisition of IGH Mostar and establishment of business unit in Bjelina
Rebranding and new visual identity

Successful re-accreditation of IGH Laboratory by the Croatian Accreditation
Agency (HAA), meeting all requirements set by the standard HRN EN
ISO/IEC 17025. IGH Laboratory obiained a new, valid Certificate on
Accreditation, valid until 2024,

Accredilation for low sirain impact inlegrity testing (PIT - ASTM D5882-16),
High strain dynamic testing of deep foundations  (PDA - ASTM DJ4945-17),
Standard penetration testing (SPRYSPT - HRN EN ISO 22476-3:2008) and
Energy transfer measurement during siandard penetration lesting (SPP/Er
- ASTM D4633-16), which expanded our area of accredilation of
gectechnical testing to IGH field investigations as well

Signed the Contract for 1echnical supervision of construction works on the
Bridge Mainland - Island of Peljetac with access roads with Hrvalske ceste
d.o.0., on the basis of public procurement procedure and our offer for HRE
49,4 milion (VAT exclusie)

New certificate 1SO 50001 - Energy management systems

Supervision of works on the construction of TPP Banoviéi-Block 1-350 bW,
net valug HRK 15.769.400.00

Obtaining a new certificate IS0 50001 Energy Management Systems
Signed a Confract for supervision of works on the construction of TPP
Banowvigi - Block 1-350 MW, for a net value of HRK 15.769.400,00.

Signed a Contract for supervision of works on the consiruction of the
Bypass of Ston (DC414), sub-sections Sparagovidi | Zaradede - Prapratno
and Prapraino — Doli for a net value of HRK 12.750.687,00 as well as
supervision on the Project Improvement of the water supply and wtility
infrasiructure on the Rijeka agglomeration area, for a net value of HREK
12.522 863,00

Design of ID12 Vibovec 2 Inferchange, (D10) —Bjelovar-Virovitica=BC T.
Polje, seclion Bjelovar-\irovitica-BC T. Polje (Hungarian State Borderine,
app. 60 km long, for a net value of HRK 12.407 600,00,
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Mew Business Strategy 2020 — 2030 adopted
Confract signed with Public Company Molorways of the Federation of B&H,
valued HRE 30 milllan, We are the Lead Member of the Consorfium  and
the contracted services are for design of express road Mostar-Siroki Brijeg-
Croatian State Borderline, section Polog-Croatian State Bordesdine
Contract signed with Public Company Motorways of the Federation of BEH
valued HRE 15,7 millian for lechnical supervision during construction of the
comidor Vo motorway, seclion Tarfin-Konjic, sub-section Targin-lvan,
entrance to the lvan Tunnel
The Ministry of Construction and Physical Planning gave its approval to the
"Professional Training Programme 2020-2022° for internal and externzl
educational programmes for which academic hours will be granted, which
makes the Company the only private instdution in Croatia fo offer
Professional Training Services for all persons who have passed
professional siate examination and who, in accordance with the Ordinance
on professional training of persons performing physical planning and
construction activities |, must, within a iwo-year period, acquire at least
twenty academic hours of education,
In accordance with certification requirements, the Company implemented a
transition  from the standard OHSAS 18001 to the standard
ISO45001:2018 |, this strassing the importance of Occupational Health and
Safely of its employess, as parl of the Compamy’s culture.
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5. GROUP COMPOSITION

arenl company of the Issuer is the Issuer himself. IGH Group members are
partly complementary to the parent company, founded or acquired with the aim

to provide complete range of services.

First part of the provided experl services include testing, design and design validation, technical
supervision and management in the fiedd of archilecture, civil engineering and scientilic research. The
second part of the services are provided by dedicated companies for the realization of real-estate
projects.

IGH Group incledes 15 subsidiaries and & affiliates (situation on 31 December 2019) providing
core and similar actvibes, while the INSTITUT IGH, d.d. also cperates through branch offices and
represaniative offices abroad.

Subsidiaries are companies in which the Company has more than S0% of voling nghis andlor controls
the adoplion and implementation of financial and business policies of the company in which i has
imvested, with the aim to acquire benefits from its activities,

Affiliates are companies in which the Company has between 20% and 50% of voling rights and a
significant infloence bul not confrol, through participation in decision making of financial and business

palicias.
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Consolidation included the following subsidiaries,

SUBSIDIARY ADDRESS

IGH d.o.o MOSTAR Bitde Polje b, Medlar, Bosnis and Merzegoving
EXONOMSKO TEMMICKI ZAVOD d.d (ETZ d.d.) Drinska 18, Osijek. Croatia

OF ACHUA d.ouo. Janka Rakude 1, Zagreb. Croata

IGH PROJEKTIRAMNIE d.0.0. Janka Rakude 1, Zagreb, Croatia
RADELJEVIC d.0.0 Janks Rakute 1, Zagreb, Croatia

IGH CONSULTING do.o, Janka Rakuse 1. Zagred, Croslis

IGH BUSINESS ADVISORY SERVICES d.o.o. Janka Rakute 1. Zagreb, Croatia

INCRE d.o.6. Janka Rakuie 1. Zagreb, Croatia

MARTERRA d.o.0, Janka Rakude 1. Zagreb, Croatia

FORUM CENTAR d.o.o. Janka Rakuse 1, Fagrab, Croatia

ANVDINIL , P A A IKA
SLAVOMLIA CENTAR, POSLOVNA ZONA VELIKA KOPANICA Jarka Rakuge 1, Zagreb, Croatia

HE-X B

PROJEKT S0LTA do.o. Jarika Bakuda 1, Zagreb, Croata

EH MOSTAR d.o.6. Bitte Polje bb, Mostar, Bosnia and Harzagavina
MEH MONTEHEGRD d.o.e, Merskawska 2b, Podganca, Monlenegra

hGH KOS0WA Sha Kosovn, Pristng

Tabde V. Svbsidlanes inchided in consalidafion

Having in mind that the company Projeki Solta is under bankruptey, and the company Monienegro has
no business aclivities, these two companies are nol included in the consolidation for 2020, Also,
during 2020, the company Aulocesta Bar-Boljare d.o.o. has been removed from register,

Affiliates that have an impact on financial results by applying the equity method, are as
follows:

AFFILIATE ADDRESS

INSTITUT Z& INFRASTRUKTURNE PROJEETE Bulgadia, Sofia

ELPIDA d.oo Vientdatorsks 24, Listha, Croatia
SPORTSKI GRAD TPH d 0.0, u siedaju Irinsko=Frankopanska 211, Spit, Croata
CENTAR GRADSE] PODRELUM d.g.o. Augusia Cesarca 2, Zagreb, Croatia
CENTAR BUNDEK d.o.o Eda Murtica 11, Zagred. Croatia

PRV CRNOGORESK! AUTOPUT dao Montersagre. Podgonca

Tabhla 2. AfBale companies incldad in consobdaton

The Company underiakes is business activities through s branch offices in Georgia, Republic of
Kosove and the Russian Federation as well as through s reprasentative office in Bosnia and
Herzegovina.
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6. SIGNIFICANT PROJECTS AFTER THE
BALANCE SHEET DATE

In the period between 31 Dec 2020 and this Report, the Company contracted new projects valuwed
HREK 12.2 million,

Bealow given are some of the most significant projects contracted in 2021;
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Table 3 List of projects contrached o the beginming of 2021

In February 2021, Institul IGH,d.d slarted with Professional Tralning Services for all persons who
have pazsed profeszional slabe examination and who, in accordance with the Ordinance on
professional training of persons performing physical planning and construction activities |, must, within
a lwo-year pediod, acquirg al least byvenly academic hours af education. First education sessions wes
thematic sessions for BIM — structural modelling

In March 2021 the Company signed contracts by which i regulated the manmer of sellling s
obligations towards the creditor B2 KAPITAL, all in line with #s legal responsibility to seftle is
abligations towards the creditors from the pre-bankruptcy setttement signed in 2013 odine.
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7. VISION AND MISSION

VISIOMN: Be a leading engineenng company in the region and bayond, whose employees are
the best experts and satisfied co-owners, improving the every=day quality of Iife and of
the environment through thair innovative angineering solutions.

MISSION: Tackle engineering challenges to our client's satisfaction, with a timely, professicnal
and responsible approach, knowledge and innovation.
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8. IGH's STRATEGY 2020 - 2030

The new decade marks a new stralegic step forward for Instdut IGH, based on our key values. Our
coursa in the next len year period is to keep the leading position on the traditional Croafian and East
European markels, providing services im the field of design, construction supervision, project
management, laboratory services in sectors in which we have so far demonsiraled our superios
expertise, such as road and railway infrastructure. IGH bases its corporate advaniage on the
comprehensive sarvices i provides in civil engineering, which is an exceptional efficiency in project
imiplementation for the client, along with maintaining a high level of qualiy of services,

The Strategy proposes four key lines of action:

1. Fecus on employees and mentoring
2. Mew markets and business segments
3. Scientific and research activities

4, Cost-efficiency

Employees are our greatest assel

The experience gained on large and demanding projects, and experts who are capable of managing
all complex activiies, must be kepd in IGH, An invaluable pool of expertise and experience of IGH's
experts is thus created, forming the basis for long-term sustainability of our business operalions.
Empowering expert staff by developing and fraining of presenily employed and bringing new feam
leaders and key experts to work on projects, as well as altract junior engineers is still in our focus. In
addition, through the implementalion of the Qualily Management System we would like to establish a
system of mentoring wheseby junior engineers and designers can work together with more
experienced experts in all phases of designs. This will surely provide a faster transfer of knowledge
and ultimately a higher quality level of our work and services and an added value for our panners. A
systematic program of vocational education and fraining will enable our emplovess to develop their
experiise and managenal skills, foresgn languages and soft skills as well as application of new
technologies as a part of the comprehensive digital transformation of the Company

Client arientation
IGH's view is to be a partner to his clients and not only a contractor, to achieve this by
focusing on the timely achievermnent of their requirements and a proactive approach.

Scientific and research activities

IGH was once recognisable by his confribution to the profession through research and development.
We would like to refurn 1o these rools in the next pericd and become once more the centre of
excellence in the field of scientific and research aclivities and implementation of education
prograrmmes: use of plastic based waste materials in building materials, development of new methods
for testing building materials and structures, including methods of non-destructive testing, further
development and issuance of eco-certificates, capacity building for water analysis, research and

development on hydrogen,

Focus on new sectors and modernization of services

Energy, in the classic sense and especially energy from renewable sources such as wind, water and
biomass is a greal opporiunity 1o expand our experience to this seclor and additonally diversify our
sarvice portfolio and seclors im which we operate.

Bulldings for industral and civil purposes as well as Data Cenires will in the fulure require state or the
art dasign, lechnical supervision and sirategic consultancy services. This is precisely where |[GH wants
to remain and be recognized as a top leading company.

We wish 1o be the leading company when il comes to improving services according to world
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slandards, and be the leader of the trend towards the modernization of services in civil engineering for

all stakeholders. This primarily means promoting BIM processes and lools and establish them as the
standard in the indusiry.

Financial stability

Ernsuring cash flow stability and further financkal activities for IGH development in the nexi period,
while complete fulfiment of commilments from the pre-bankrupicy settlement and its closure are a pre-
requirement for easier business operation

Increased involvement of all IGH assets on present and new foreign markets will achieve financial
stability of the Company,

Mew markets

Cur strategic goal in the next period 8 to turn lowards the West and the Near East, This primarily
means to the West European markets such as Austria, Germany, and Sweden. We will alzo boldly
step onto the markets of the Near East and Morth Africa where we plan to open a branch office in
Kairo.

LLEENTS

CEMTER OF &

ENELLEMCE

PEQFLE

Figure & Spmioiic presentation of {GHS siratapc aneas
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9. ORGANIZATIONAL STRUCTURE

On 31 December 2020, the Company was organized as follows;
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10. NON-FINANCIAL REPORTING

EU Directive 2013/34/EU and the 2017/C 215/01 EU Commission Guidelines on

non-financial reporting (methedology for reporting non-financial information),

the Company included in its Annual Report all relevant information on business
activities which are expected to be included in the non-financial report.

Pumuant to provisions of Article 21a of the Accounting Act (OG T8/15, 120/16),

Quality management systems for environmental protection, occupational safety, safety at work
and energy efficiency

Managemeni systems in the Instilute IGH, d.d. are applied to all business processes through a unique
integrated system, which aims io conlinuously improve the process and develop the guality of service
In 2020, the Institvte has certificates 1S0 9001, IS0 14001, 1S0 50001, OHSAS 18001, The annual
cerfification audit of the certification company DNV GL has been completed, which gave us all the
prerequisites for the transition 10 a new standard 15045001, instead of the certificate according to
standard OHSAS 18001.

The new management system policy is a document adopted by the Management Board to express its
commitment fo meeling the applicable reguiremenis and to conlinuously improving the guality
management systam. The published policies define the guidelines of top management in lerms of
quality, environment, health and safety al work, occupational safety and energy efficiency. Strategic
origntation, mission and vision are incorporated into the document itself, and the policy bullds on the
corporate values of the IGH Institute,

Quality management palicy is publicly available to all interested parties on the websile:
whwweigh.hr.

Ad 1. Client orientation

Based on our experience and expertise, we recognize our client's needs, we offer solutions through
consulling and personalized service, and we achieve long-term relationships to mutual benefil and
satisfaction. Our clients can expect a high level of axpertise, reliability, impartiality, confidentiality,
abjectivity and independence in our work,

Ad 2. Proactive approach

Every day we seek solutions befter than the existing ones and give our best efforis in every
opportunity and on every project. We accept and create new opportunities, learn from them and
develop, and maintain and improve management systems.

Ad 3. Excellence
We persevere on experiise and quality in everydhing we do, sel standards and constantly invest in
raising the competancies of our employess..

Ad 4. Socially responsible behaviour

We support only legal and ethical behaviour and we are aware that our work in all segments and
relalionships can have a posilive impact on the kocal community, the environment and society as a
whale.
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Ad 5. Collectivity
We encourage cooperation and knowledge sharing, nurfure good interpersonal relationships and
create a pleasant and stimulating work atmaosphere.

Ad 6. Sustainable development

The sustainable development strategy is focused on sustainable building design, employee health
protection, safety and social responsibility, responsible behaviour lowards the environment and the
local community

Ad 7. Environmental management

We recognize our own responsibility fo reduce the negative impacls of our activities on the
environment and implement the programmes by applying SO 14001; 2015, All cur activiies are
carried out in accordance with applicable national regulations related fo envircnmental protection. We
dgavelop a high level of employee awareness and cullure of behaviour through this palicy, our
responsibilities, our significan] aspects as well as throwugh our own conbribulion to the effectiveness of
gnvironmental managemenl. We sirive o improve our own energy efficiency, oplimize the use of
resources and improve the waste managament system in line with our goals.

Ad B. Management of Occupational health and safety at work

Institul IGH d.d. continuously works on the development and application of the principles of
occupational health and safely al work, in accordance with the risks that are present In business
processes.

Las1 year, Institut IGH d.d. as well as other business enfities in the world, was hit by the SARS COV 2
pandemic, which significantly affected Ihe business environment and the organization of work
processes. Serious risks have emerged both for the health of workers and for the functioning of the
company. The risks have been analysed and assessed as high in both observations Organisational
and protective measures have been planned and implemented, but have not eliminated the risks.
When talking about protecting the safety and health of workers, we are talking about biological risks
that need to be continuously controlled in order to minimize the damage. The risk assessments and
measures will be found in the new edition  Occupational Safety Risk Assessment”. After a certain
perod of adjusiment, managers found models of funclioning that reduced the risks of infection while
maintaining the operation and efficiency of the work unils at a high level,

Due to the above stated, the employer's expenditures have increased In tha aspect of occupational
safety and healih of employees. New expandiures include the purchase of protective equipment for
COVID, the purchase of temperature measurement terminals, the purchase of disinfectanis for
cleaning and maintenance of surfaces, and Ihe subconiracting of electromolor disinfection of
contaminated areas.

Last March, the location of the Instifute in Zagreb was hit by another natural disaster, an earthquake.
There were no human casualties among IGH staff because the quake occurred early in the moming..
Therefore, we can only lalk about the consequences of the earthguake through the damage caused..
Considering that the complex in Zagreb was buill in phases, over a longer period of time, the building
standards for (he buildings were different, 5o the consequence were also different. The least affected
was the newesi buiding in which the Laboratories are localed. Immediately after the eveni, the
management requested an analysis of the stability of all buildings so as to guarantee the safety of
their employees. The analysis was conducted by leading IGH experts who determined that the
damage and cracks did not affect the structure and its properties and thal wark in the buildings can ba
continued (report Krunoslay Mavar, Marisa Cagalj) Damage was reporied to the insurance company
and repairs were made

An earthguake of similar magnifude as the first cccurred again at the end of the year, Since IGH
employess wene on their annual Christmas leave at the time, again, there were no casualiies but there
was damage al similar locations within the complex. Professional staff re-inspected the complex o
determing if it was safe for staff to refurn. Again, it was determined that there was no damage on tha
load bearing elemants which would affect the stability of the structures. After the Christmas holidays,
employees returned to their safe work posts. The damage was reparted to the insurance company and



21

ANNUAL REPORT 2020
we are waiting for their decision lo starl repairs.

Last year, the Company completed a successful transition of the Qccupational health and safety at
work syslem, by switching from the standard OHSAS 1B001:2007 (Occupational Health and Safety
Assessmaent Series) to 150 45001:2018 (Occupational Health and Safety).

During the regular external awdit procedure, the avaluation body for the DNV-GL occupational health
and safety of workers system was evaluated as functional, with 8 mark 3 out of 5.

The established system ensuwres a heaithy and safe working environment and reduces the risk for
workers, subcontractors, visitors and other stakeholders that the company's activities may have an
impact on.

In accordance wath its commitments, Institut IGH d.d. ensures a healthy and safe working environment
by respecting the following principles of health protection and safety:

# crealting an environment in which health and safety risks are contrelled 1o prevent injuries and
occupational diseases

« compliance with all laws and regulations, and compliance with all applicable international
standards

= implementing the occupational health and safety at work management programme

Internal inspections of occupational safely found seweral inslances n most processes and at all
locations. These nstances were recorded in the Infermal Audit Reports and senl io aulhorized
representatives and immediate representatives in occupational safely, ie. process owners. By
aliminating these instances the system of occupational health and safety of employees is continuously
improving,

Increased fluctuation of employees continues (pew employments). These new employees,
immediately upon employment undergo the necessary occupational safety training, depending on the
risks to which they are exposed. In view of the above, regular expendiures for personal protective
equipment for workers working in special working conditions also increased. The number of workers
whio have the obligation to go for regular medical examinalions 1o determine their medical fitness has
algo increased.

In order to avold discrepancies between the planned and actual expenditures, it would be advisable i
the Occupational Health and Safety and Fire Profection Service had inpul parameters, in this case a
Fiam on Employments for the year ahead.

All employees aclively apply preventive measures in order to prevent injuries and occupational
diseases, and repor any occurrences in their working environment that could endanger their health.

Daspite the challenges and stress o which the Institul IGH d.d. employees were exposed we must
note the exceplional disciplineg and education of our employees in the field of Occupational Health and
Safety and Fire Protection, which resulted in less work-related injuries, controlled by the employees.
An analysis of injuries between 2013 and 2020 is given below, showing a decrease of lost work days.
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Appropriate health care is provided for INSTITUT IGH d.d. employeas who work in special working
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conditions, by the confracted occupational medicing, as well as previous and periodic medical check-
ups, to delermine their medical fitness (psycho-physiclegical, mental). Depending on resulls of
medical check-ups, authorized persons in charge of Occupational Safety and workers covered by the
report on medical check-up, are informed on any deficiencies that may affect the safely and healh of
workers during performance of their regular duties and they are forbidden to work on jobs that
reprasent a substantial risk until these deficiencies are resolved,

Approximately 280 INSTITUT IGH, d.d. employees are in the regular medical check-up system.

Ad 9. Energy efficiency policy

By implementing and certification of energy management systems according to the standard
ISO50001, we develop our core values: recognizing and meeting the needs and wishes of our clients,
wilh conlinuous improvement focused on energy efficiency, through;

Preventive maintenance and invesimenis

Improving methods for data analysis on own consumplion

Respecting laws and regulations

Raiging awareness of all employeas

Implementation of enargy-efficiency solutions in focus during design

Energy efficient aquipment is purchased, suppliers are prompled to manufacture energy efficient
goods and services

- e e N N @

The Waste Managemenl Regulation and Guidelines on the management of environmental goals and
aspects were adopted for environmental protection purposes. Recycling yards were sel up at all
locations, for separate collection of waste until final collection. Waste Management Programmes were
made for every location, as well as instructions and plan for waste disposal. Contract wilh authorized
companies are signed for waste reatment and disposal,

In ling with laws and regulations, respective Forms for waste are filled in and Logbooks on the creation
of waste are kep!, and regisiration in the Hazardous waste Register is made according 1o nead.

Likewise, a Regsier of Environmental Aspects and Risk Assessment is made, which s regularly kepl
up-to-date.

ZAGREB
{*) hazardous wasla 4,74
mixed construction washe 69,40

RC RUEKA
TYPE OF WASTE CUAMNTITY (£

(") hazardous wasie
mixad construclion wasia a3

RC SPUT
("} hazardous waste 0,92
mixed consinucion wasie 0,00

Tatdes 5§ .6, 7. Typa of wasto por locafion
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A total of 8,49 {ons of paper, 5,66 tons of hazardous waste and 78,71 fons of construction waste were
managed in 2020
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Tablps 8.9, 10 Type of waste per ocatron — dafaied
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Furthermore, consumption of energy sources is constanily monitored and analysed in accordance with
the requirements of 150 50001, for which we have been certified

INSTITUT 1GH, d.d. LAGRES 2020

HEATIMNG ELECTRICITY | WATER

KWh/NT | kWh/VT | TOTAL nd | m3
EII

1 409.000,00 19.398,00 46.000,00 65.398,00 366,00 11200
2 268.000,00 17.592,00 45.343,00 6£2.93500 432,00 11900
3 239.000,00 19.927,00 4470400 64.631,00 386,00 B5.00
4 144.000,00 21.865.00 4002100 62.872,08 444,00 0,00

3 105.000,00 31.655,00 38.613,00 90.268.00 347,00 47,00
B 39.000,00  34.085,00 66.086,00 10017100 191,00 10500
7 14.000,00 40.091,00 7971100 119.802.00 233,00 1700
B 12.000,00  40.,927,00 7743100 118.358,00 462,00 4500
9 40.000,00  50.319,00 8943500 139.754.00 49300 112,00
1o 183.000,00 46.8323,00 8437200 131.19500 561,00 118,00
11 29200000 39.456,00 T4.6E6,00 114.142,00 459300 121,00

12 351.000,00 | 26.504,00 | 53.449,00 | 79.953,00 | 440,00

Tatde 11. Enevgy conswmpdion - Zagreh

INETITUT IGH, d.d. RIJEKA 20310,

ELECTRICITY WATER -

861,00 150100 236200 1200 1.38860
962,00 163400 259,00 30,00 1.737.78
123200 206300 329500 81,00 158459
784,00 126400 204800 9500 1.734,99
913,00 1.01900 193200 114,00 40233
555,00 108200 164100 7200 29776
7 579,00 1.197,00 177600 100,00 44274
465,00 BR2,00 1.34700 92,00 275497
129000 231100 360100 103,00 364,70

” 62500 113000 175500 7400 322,07
% 852,00 141900 227100 10,00 1.63603
933,00 165300 2.586,00 2521,34
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INSTITUT IGH. d.d. SPLIT 220

1
Z
3
4
5
&
T
-]
]

6.243,00 15.983.00 22.226,00 153,00

5.952,00 15.543,00 21.49500 319,00

137,00
464600 934700 1399300 76,00
730400 1492100 2222500 144,00
11.163,00 22.82800 33.991,00 148,00
13.454,00 2927100 42.72500 232,00
14.305,00 2810800 42.41300 0,00
12.621,00 26.043,00 38.664,00 143,00

i 8.180,00 17.450,00 25.630,00 0,00

i 5.972,00 13.917,00 19.889,00 0,00

= 6.444,00 14.109,00 20553,00 224,00

96.284,00 | 207.520,00 | 303.804,00 | 1.576,00 |

INSTITUT IGH, d.d. OSLIEK 2020

HEATING ELECTRICITY WATER

TOTAL k'Wh

6600000 294700 626600 921300 18,00
3 46.000,00 2.622,00 538400 800600 2500
g 48.000,00 280400 572000 852400 20,00
F 26.000,00 2.82600 5.001,00 7.827,00 24,00
5 6.000,00 2.854,00 550000 835400 33,00
% 28825 245800 509100 754900 22,00
T

288,25 2640,00 6.08600 872600 26,00
. 288,25 263800 611400 875200 119,00
o 288,25 282300 553700 8.380,00 53,00
” 30.000,00 3.090,00 633800 942800 60,00
. 48.000,00 277400 652400 929800 31,00
i 64.000,00 263500 574800 B.38300 2900

1335:153,00 3311300 | 6930900 | 102.4200 | 460,00

Tahilns 12,713, 14: Enevpy consumplion par localian

« 2020
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11. RELATIONS TOWARDS EMPLOYEES

E Mployee rights in the Company in 2020 are regulated by:

The Labouwr Act

Employment Regulation of 18 Feb 2012, which entered into force on 1 Jan 2013 and ils
Amendments, with respective Price list of services and Catalogue of Job Descriptions,
and the Employment Regulalion of 23 March 2017, which came inlo force an 1 April 2017,
repealing the previously mentioned Emplovment Regulation and its Amendments,
Regulation on the use of Company cars, number 2014/58-2 of & June 2014,

Reguiation on business trips and field work, number 2017/127-2 which is in force since 1
Jan 2017,

Personnel structurg

On 31 December 2020, INSTITUT IGH, d.d. had 518 employees, with an additional 19 employed in
foreign branch offices, This is @ decrease by 35 employees compared to 31 December 2018, when
lhe Company had 572 emplovess.

e Loy SECONDARY HIGHER
- & %
SFILLED i SCHOOL EDUCATION
5

20-29 11 74 145
30-38 1 12 T 85 19%:
40-49 1 40 22 4 168 33%
50-59 1 32 12 & 108 21%
&0-59 1 13 12 34 6 3 L5y 13%
T0-T5 1 4 0%

2 1
ow |2 [ 1 [ | w [ w2 |2 | o1
I I T P T e N

Tablg 15 Age and ecucabonsd struciure of INSTITUT IGH, dd smplopees in Croalis on 37 Dee 2020
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12. TRANSACTIONS WITH SHARES

ompany shares are listed on the official market of the Zagreb Stock Exchange d.d,,
mark IGH-R-A, ISIN: HRIGHORADOOE, and the Book of Shares is kept by the Central
Depository and Clearing Company

S T T

AGRAM BANKA D.D. / AVENUE

1 ENGINEERING AMD CONSTRUCTION 238,500 39,03
LINITED {1/1})
AGRAM BANKA D.D.J/ AVENUE
2 EMNGIMEERING AND COMNSTRUCTION 75.500 12,30
LIMITED {1/1)
3 AKCIOMAR D.O.O. 12.088 1,97
4 AGHAM IMNVEST d.d. 8.055 1,47
5 Ownshares T.850 1,28
6 PBZd.d/Skrbniéki zbirni radun kijenta 7.754 1,26
T Mihalewé Branko G.380 1,03
E| Dwm shares 5.500 0,89
Difvars 250,075 40,77

Talii 16 Soupiosd Mingiircdng M (GH-A-4 shirad o N Book of Sharid o J 1 Decambis 2000
JRocres Canttal Dapoiicry and Chdnng Compind

In 2020, the Zagreb Stock Exchange traded with 233.736 shares IGH-R-A in the amount of HRK
27.635.493 with the daily concluded prices ranging between HEK 70 and 173 (Source: Z5E,
Trade information and statistics, Periodic Trade Reports, Review of Trade in 2020).
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13. DECLARATION ON CORPORATE
GOVERNANCE CODE

he Company applies the Corporate Governance Code of the Zagreb Stock Exchange and
once a year submits to the Zagreb Stock Exchange a Declaration on its implementation,
and announces it on its site; www.igh.hr..

The largest shareholders are Avenue Engineenng and Construction Limied, with 51,33% and
Akcionar d.o.0. wilh 1,96 %, while all other shareholders hold less than 1,5% share in the Company.
There are no holders of securities (shares) in the Company with specific control rights. There are no
restrictions regarding voling rights in the Company. Each share carries one vole. There are no time
limits for execution of voting rights in the Company, and there are no instances where, in cooperation
with the Company, the financial rights periaining from securities are separated from holding of these
securiies.

Rubes on appointment and revocation of appointment of Management Board members are laid down in
Aricles 31-34 of the Aricles of Association of the Company. Rules on the powers of the Board
members are [aid down in Article 33 of the Articles of Association. The Arfides do not conlain special
rulés &n tha powers of the Board members fo issue Company shares or acquire own shares. Rules an
appoiniment and revocation of appointment of Supervisory Board members and the powers of the
Company Supervisory Board are given in Articles 23-30 of the Company's Articles of Association.

Company Management

The INSTITUT IGH, d.d. Management, in the period from 1 January 2020 to 31 Dec 2020 consisted of
the following members:

1. Until 20 February 2020 — two member board; Oliver Kumrig, President of the Management
Board = Roberl Petrosian, Member of the Management Board

2. From 01 March 2020 - Robert Petrosian, Director

3. From 25 July 2020 - three member board: Roberl Patrosian, President of the Management
Board - Vedrana Tudor, Member of the Management Board — Miroslay Pauzar, Member of the
Management Board

The Company Management acts in accordance with the Law and provisions of the Aricles of
Assaciation of the Company.

Supervisory Board

The INSTITUT IGH, dd. Supervisory Board, during 2020 had seven members, this number 1o be
reduced 1o (e members:

1. Zarko Dedkovié = Chairman of the Supervisory Board

2. Venkamin Mezhibovskiy — Depuly Chairman of the Supervisory Board — ceased (o be membar
of the Supervisory Board on 06 July 2020

Sergej Gljadelkin (10.8.1970.) ~Supervisory Board member - ceased to be Supervisory Board
Member on 03 Sept 2020

Serge| Gliadelkin {16.6.1989.) = Supervisory Board mamber

Igor Tkach — Supervisory Board member

Mariyan Tkach = Supervisory Board member since 26 August 2019

Dugica Herkaé- Supervisory Board member, appointed as representative of employeas

g

- mh b
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14. INTERNAL CONTROLS

H line with the Corporate Governance principles, Management of the Company and s
subsidiaries established respective internal controls and risk management systems. An
efficient internal control system contributes to the safeguard of Company assets

The Company Managemeni ks respongible for the implemeniation and execution of the internal control
and mbammal avdl Systems, as an mdependent and autonomous task which confributes to the definition
of risks and assesses the efficiency of conlrols

Management of the Company and its subsidiaries are responsible for the implementation and
execution of infernal control of financial reporiing. The internal control syslem is organized o ensure
reasonable assurance io the Managemeni regarding the preparation and fair presentation of separale
and consclidated financial statements. Management of the Company and its subsidiaries have
assessed the efficiency of internal control over financial reporting for 2018 and concluded thal the
internal control of financial reporting has fulfilled all set criteria,
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15. RISK MANAGEMENT

long with the risks already mentioned in the notes of the comprehensive financial
statements, the Company Management also reports on the following risks;:

The Company conduded a pre-bankruplcy selflement on 5 Dec 2013 before the Commercial Courl in
Zagreb, Ref.no. 2. Stpn-305/2013. The subject settlement became valid and final on 28 Dec 2013,
The Company received the Clause on law binding enforceability on 15 April 2014, Based on the fact
that the pre-bankrupicy settlemeant is valid and final, the Company sees the pre-bankruptcy settlement
risk as a potentially long-lerm risk, since settlement of commitments towards category a) financial
institutions, is due within a peried of 6,5 vears with a grace period of 3.5 years. In terms of the long-
term risk, the Company states thal this is a risk over a longer time period in which adequate EBITDA
might not be achieved 1o settie all commitmenis underiaken by the pre-bankruptcy settlement.

In the pre-bankruptcy settlemeni procedure, the Company upheld the claim of the Cily of Split
amounting up to HRK 474,1 million. This claim was defined only for the pre-bankrupicy settiement
purposes, as a hypolhelical claim and a possible debl which has not been determined in facl. For if io
become a factual claim, arbitration litigation would be required 1o prove its actual existence. Litigation
on the subject has not been initiated wntil now, and if it is instifuled, the Company Managemanl has
sirong arguments o entirely deny the claim. We believe that there is no possibility of this becoming a
claim, a commitment which the Company must sattie..

The Company is aware of polential long-term risks, and thus actively underiakes aclions 1o streamline
and rationalize business operations and srengthen its markel posilion. In accordance with the
achieved improvements in business operations, the Company Managemen! considers that the above
stated risks shall not have a significant impact on the long-term viability of business operations.
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16. FINANCIAL OVERVIEW

INSTITUT IGH, d.d.

2020 2019 Iindex

IGH GROUP
In 000 HRK 2020 | 2019 | Index

Cippraling nevesn s

100,208 188,862 101% 180.664 177.288  102%
Cipuifing conts 166.636 158976 105% 156,886 147.236 107%
EBITDA 23572 29.886  79% 23778 30052 799
EBITDA margin 12% 16% 13% 17%
AR KRSwo: AU e 98363 02672  106% 94.797 90516  105%
Shorf-leem KabilWes evcand labibes for
ioans and borrowings 64876 75450  BE% 50858 60897  98%
Current ratio 1.5 1.2 1,6 1.5

Tabin 17, Koy Snancipl imdcaliors

INSTITUT IGH, d.d. in 2020 achieved an EBITDA amounting fo HRK 23,7 million compared
HRE 30 million in 2019. The EBITDA trend reflects an increase in expendilures of 79,

Results of the IGH Group are primarily determined by activities of the parent company. which
positively impacted the results of the whole Group.

A detailed financial overview is given as part of the annual financial statements given in
Altachment
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17. SIGNATURE OF THE COMPANY'’s
MANAGEMENT BOARD

The Company's Managemeni Board hereby gives the following statement and signs this Repart:

In accordance with our beliefs, knowledge and information al our disposal, we hereby state that all
information set forth in this Repord represents a complete and accurate view, and facts thal could alfer

!Wﬂ and accuracy of this Report have not been omitted ”

rt Petrosian, President of the Management Board

I‘u’éq\r?/ljé Tudor, ber of the Management Board

o e (D

M-us@/uz'abhlemﬁ@"u! the Management Board

&
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18. ATTACHMENTS

1. FINANCIAL STATEMENTS
1.1 financial statements of the Company INSTITUT IGH, d.d. for the year ending 31
December 2020, with the Independent Auditor's Report
2. CORPORATE GOVERNANCE CODE - YEARLY QUESTIONNAIRE
3. SCIENTIFIC COUNCIL OF INSTITUT IGH, d.d.

2020,
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Attachment 3

SCIENTIFIC COUNCIL OF INSTITUT IGH, d.d.

n order to acquire a Certificate for performing scientific activity, Institut IGH, d.d. underwent
an extensive and comprehensive review by the Agency for Science and Higher Education.
Based on a successful reaccreditation procedure, an  Accredilation recommeandation was issued in
2015, and on 20 January 2016, a Certificate was issued by the Ministry of Science, Education and
sporis, confirming that Institut IGH, d.d. fufils the conditions necessary to perform Scientific Activities,

These reguirements are cullined in the Act on Qually Assurance in Scence and Higher Educalion
(05 45109), Ordinance on Conditions for Issuing Licence for Scienfific Activity, Conditions for Rae-
accreditation of Scientific Organisalions and Conlent of Licence (OG B3/10) and Evaluation Criteria for
Scientific Organizations outside the system of higher education and public scientific institutes.

INSTITUT IGH, d.d. is isted in the Register of Scientific institulions as one of 184 instiutions, L&, 83
one of few private scientific instilutions. In order 1o meet the demanding critena neadad 1o be listed in
the Register, Instilut IGH, d.d. developed a five-year sfrategy for research and scientific work
providing a framework for encouraging research to complement the professional work done in the

company.

The 2015-2020 Research and scientific strategy of INSTITUT IGH, dd. is a mid-term strategy
proposed by the Scientific Council of INSTITUT IGH, d.d., and verified by Management in order o
improve the research work of INSTITUT IGH, dd. and to guide Management, members of the
Scientific Council and employees when planning their own and the long-lerm development of the

Company.

The evaluation of research and scentdfic quality and polential of the employvees of INSTITUT IGH,
d.d. should serve as basis 10 encourage excellence in research. The research and scientific strategy of
INSTITUT IGH, d.4d. refers mainly to research in the fiehd of civil engineering.

INSTITUT IGH, d.4. has significant human resources, cerlain equipment and high quality references at
its disposal, enabling them to conduct research in the field of civil engineering. Currently, 13 company
employvees hold a Ph.D. Al the beginning of 2021, we plan to eslablish a new Scienlific and Research
Council and adopl a strategy for the new periad .
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Liability for the annual financial report

The Board of the Company INSTITUT IGH d.d., Zagreb, Janka Rakuie 1 (hereinafter the Company) is
obliged to ensure that the Company's annual non-consolidated financial report for 2020 is
developed in accordance with the walid Croatian Accounting Act and International Financial
Reporting Standards defined by the Eurcpean Commission and published in the Official Journal of
the European Union, in a manner that they provide accurate and objective overview of non-
consolidated financial situation, non-consolidated business results, non-consolidated capital changes
and non-consolidated financial flow of the Company for the subject period.

Pursuant to the implemented research, the Board legitimately expects that the Company has
suitable funds to continue the business activities in the nearby future. In accordance with the above
mentioned, the Board developed annual non-consolidated financial reports under the assumption
that the Compamny can conduct its business for an indefinite period of time,

When developing the annual non-consolidated financial reports, the Board shall be held liable for
the following:

# Selection and consistent application of the suitable accounting policies in accordance with
the valid financial reporting standards,
Provision of reasonable and logical judgments and evaluations;
Development of annual non-consolidated financial reports with the assumption of an
indefinite period of time for the activities, unless this assumption is not appropriate.

The Board is liable for managing accurate accounting records which shall, at any time and with
acceptable accuracy, reflect non-consolidated financial position, non-consolidated business results,
non-consolidated capital changes and mon-consolidated financial flows of the Company and their
compliance with the valid Croatian Accounting Act. The Board is also liable for preserving
Company's assets and taking justified measures in order to prevent and discover frawd and other
illegalities.

Signed on behalf of the Board:

Miroslay Pauzar Vedrana Tudor
Board member Board member

Al

Republic of Croatia

In Zagreb, 15 May 2021
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IMDEPENDENT AUDITOR'S REPORT
To the shareholders of the Company INSTITUT IGH d.d., Zagreb
Report on the audit of the annual non-consalidated financial statements

Opinion

We have audited the annual non-consolidated financial statements of INSTITUT IGH d.d., Janka Rakuge
1 {"the Company™), for the year ended as at 31 December 2020, which includes the non-consolidated
Statement of financial position as at 31 December 2020, non-consolidated Statement of comprehensive
income, non-censolidated Statement of cash flows and non-consolidated Statement of changes in
equity for the year then ended, as well as the accompanying Mates to the non-consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the attached annual unconsolidated financial statements present a true and fair view of
the mon-consolidated position of the Company as at 31 December 2020, its unconsolidated financial
performance and unconsolidated cash flows for the year then ended in accordance with the
International Financial Reporting Standards established by the European Commission and published in
the Official Journal of the Eurapean Unicn ["IFRS").

Base for the Opinion

We have implemented our audit in accordance with the International Standards on Auditing (I1SAs), Our
liabilities in relation to these standards are described in more details in our Independent Auditor's
Report in the section referring to auditor's responsibilities for the audit of annual non-consolidated
financial statements. We are independent and we are not related to the Company in accordance with
the Code of Ethics for Professional Accountamts (“/ESBA Code™). Also, we meel other ethical
responsibilities arising from the IESBA Code, We believe that the auditing evidences we have obtained
are suitable and enough to ensure the basis for our apinion,

Emphasis of matter
Slgnificant uncertainty in relation to going concern

We draw attention to Mote 2.6. "Going concern” and Mote 35 “Impact of the pre-bankruptcy
settlement” attached to these non-consolidated financial statements and describing the process of
implementing the pre-bankruptcy settiement which was finalized with the decision made by the
Commercial Court in Zagreb no. 72 Stpn 305/13 of 5 December 2013.

AL thowm in Hote 1.6, "Going concern”, the Company as at 31 December 2020 has a total due liabilities
under the pre-bankruptcy settlement in the amount of HRK 311,218 thousand, which were to be settled
by 31 December 2020. For part of the debt, creditors have the right to initiate enforcement
proceedings, but creditors have nolt activated enforcement of payment until the date of this report.

As at 31 December 2020, the Company has negative equity in the amount of HRK 45,870 thousand, and
the Company’s short-term liabilities exceed the Company’s current assets by HRK 285,350 thousand and
the Company does not have sufficient free cash flow until the reporting date, which indicates that
there & a significant uncertainty for the Company to continue as a going concern as described in Mote
1.6, Golng concern.

In addition to the above, the Company’s Management Board is making efforts to resolve the existing
situation related to the pre-bankruptcy settiement and to improve the current operations and financial
position of the Company in the manner described in Note 2.6. “Geing concern™ with non-consolidated
financial staterments, all in terms of settling liabilities and to continue operating at a profit and
assuming going concern. Our opinion has not been modified on this matter.

Re-gﬂ.l:rrtd wiith the Commaergial Court e Jagreb undss number BB00EE14% i
P TE1045 00 18
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INDEPENDENT AUDITOR'S REPORT (continued)

Report on the audit of the annual non-consolidated financial statements (continued)

Emphasis of matter (continued)

Restatement of prior periods

We draw altention (o Mote 4.4 "Restatement of prior periods” which describes the effects of
restatement of financial statements for previous periods. The Company has restated its financial
statements and disclosed the effects of adjustments in accordance with International Accounting
Standard B - Accounting Policies, Changes in Accounting Estimates and Errors, Our opinion has nat been
modified on this matter,

Key audit matters

Key audit matters refer to those matters which were, in accordance with our professional judgement,
of the greatest importance in our audit of the annual non-consolidated financial statements for the
current period. The key auditor's matters include recognized and the most important risks referring to
incorrect information caused by mistakes and fraud with the greatest effect on our audit strategy,
division of available respurces and engaged audit’s team time investment. We dealt with these
questions within our revision of annual non-consolidated financial statements as a whole and when
forming our opinion on them. We do not provide a separate opinion on those,

We have established that the below stated question is a key audit question which has to be published
in our Inde nt auditor's report.

fon and deferred intome

g

in the Statement of comprehensive profit for 2000, the Company had sales income Bn the amount of 156,549
thousand kuna (2019 173,492 thousand kuna), On 31 December 2000, the Company had deferred incame in the
amount of 126,299 thoutand kuna (31 Decamber 209: 140,736 thousand kunal, contractual assets i the amouat
of 15,124 thousand kuna (31 December 2019: 12,850 thousand kuna), contractual labiiity in the amount of 3,875
thousand kuna (31 December 2019: 7,548 thousand kuna,

e L T

How we addressed the key audit question

The application aof woome recognition peinciples In
accorgdance with IFRS 15 - Income from agreements with
the buyers s wery complex. It requires significant
| assumptions and evaluations. Far agreements whese the
income s recognized during certain period of time,
contracted income and expemies afe fecognized in
accordance with the project completion level at the
end of the reporting period. Expected loss is recognied
as an expense immediately, regardless the level of
completion.

Within the risk assessment procedure, we evaluabed
that there B a risk that the income in the finan:jal
statements was presented in the amounts which are
higher than the ones realized within business activities.
Alsa, there is a risk that the imcome wat fal regularly
deferred to a period it betongs to.

In accordance with the above stated, we think that
there is a risk that the accuracy and properly defermed
income were incomectly presented in the financial
statements. Therefore, this needed our special
attention and theroto we consider this a key audit
makter,

Related publications in the corresponding annual

financial statements

See note 3.3, “lncome". 4.1, “Hey accounting
judgements and  evaluatieng®, 5 "Segment
information™ and 23. "Contractual aisets and

ltabiities" in the corresponding finamcial statements,

Qur auditing procedures in relation to this area, among
ather things, included the following:

-Compliance between the Company's accounting policy
and IFRS 15 - Income from the agreements with Buyess
-Understanding and evaluation of the design and
operative efficiency of the internal controls referring to
the collection and records of transactions related ta
income recegnition over 8 pedod of time

-Inspection of the agreement sample for significant
projects which are not completed by 3 December
2020 and whilch are not started in the current year, We
read in detall all the agreements and compared the
records of thewe agreements with suitable bases
(approved evaluations of total project expenses,
realized expenses jummaries, [nvolce samples and
spenl hours, anatysis and similar). By testing the
trandac tion sample, we inspected the applicatton of 5
stepd which are established in the stendard that the
Company prepared in arder to define whether the
income can be recognized at a certaln moment or over
2 period of time, For the agreements concluded in
2030 whose intome i recognized during & period of
time, we compsred the time of income recognition
with the completion level pursuant to input method
imeasured a3 a percentage of these expenies in
relation to overall expenses).

Apart from the procedures described above, we made
an enguiry to the Management Board @n order o
question the evaluations referring to total project
expenies and evaluated marging per project.

We estimated that the presented and published sales
imcome in the Company's non-consolidated financial
itatements wene camplele and accurate.
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INDEFENDENT ALUDITOR'S REPORT (continued)
Report on the audit of the annual non-consolidated financial statements (continued)

Other matters

The audit of annual non-consolidated financial statements of the Company for the year ended as at
31 December 2019 was performed by the audit company PricewaterhouseCoopers d.o.o., Zagreb,
which, in its Independent Auditor's Report dated as of 25 August 2020, has expressed an unmodified
opinion on these annual enconsolidated financial statements.

We hereby emphasize the Note 36 attached to the non-consolidated financial statements which, in
accordance with the item (b), Paragraph 8, Article 21.a of the valid Accounting Act, defines the
website where the Company's separate non-financial statements shall be published within a defined
deadline. Our opinion has not been modified on this matter.

Other information in the Annual Report and separate non-financial statements

The Management Board is responsible for other information. Other information contain information
which are included in the Annual Report. However, other information do not include annual non-
consolidated financial statements and our Independent Auditor's Report on it. The non-consolidated
financial statements were obtained before the date of this Independent Auditor’s report. Further,
other information do not include separate non-financial statements which we expect shall be put on
the disposal after the abowve defined date.

Our opinion an the annual non-consolidated financial statements does not include other
information.

As regards 1o our audit of the non-consolidated financial statements, our responsibility was to read
other above stated information and inspect whether they significantly oppose to the annual non-
consolidated financial statements or our findings discovered during the audit, and whether they are
incorrectly presented in any other manner. Further, our responsibility was to inspect whether non-
financial information required in accordance with the provisions of the Paragraph 1 or 2, Article
21.a of the Accounting Act were presented in a separate non-financial statements.

When we read the separate non-financial statements and if we conclude that there is a significant
incorrect information in it, we are required to present this isswe to those who are in charge of
managing the Company. We have also implemented procedures as defined by the valid Accounting
Act ("Accounting Act™) in relation to the Management Report and Statement on the Corporative
Management Code Application. These procedures include the following considerations:

» ‘Whether the Management Report was prepared in accordance with all significant provisions
defined in the Article 21 of the Accounting Act and whether it was prepared in accordance
with all relevant provisions from the attached financial reports;

» Whether the specific infarmation from the Statement on the Corporative Management Code
Application required pursuant to the Article 22, Paragraph 1, Items 3 and 4 of the
Accounting Act (“relevant parts of the Statement on the Corporative Management Code
Application™} were prepared in accordance with all relevant instructions from the provisions
of the Article 22 of the Accounting Act;

+ Whether the Statement on the Corporative Management Code Application includes
publications in accordance with the Article 32, Paragraph 1, Items 2, 5 and & of the
Accounting Act.

Pursuant to the procedures which were required within our audit of the annual non-consolidated
financial statements and pursuant o the above defined procedures, we think that:

* [nfermation contained in the Management Report and relevant parts of the Statement on
the Corporative Management Code Application for the year for which non-consolidated
financial statements were prepared, are in accordance, in all their relevant components,
with the Company®s annual non-consolidated financial statements presented at the pages 8
to 72 to which we provided our opinion as stated above;

= Management Report and relevant parts of the Statement on the Corporative Management
Code Application were prepared, in all their relevant components, in accordance with the
Article 21 and 22 of the Accounting Act,
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INDEPENDENT AUDITOR'S REPORT (continued)
Report on the audit of the annual non-consolidated financial statements (continued)
Other information in the Annual Report (continued)

= Statement on the Corporative Management Code Application includes all information as
required by the Article 22, Paragraph 1, Items 2, 5 and & of the Accounting Act.

Furthermore, considering the knowdedge and understanding of the Company's business activities and
context which we acquired during our audit, we are obliged to state whether we have identified any
imcorrect statements in the Management Report and among other information which we obtained
prior to this Independent Auditor’s Report. We do not have anything to state in this respect.

The responsibility of the Management Board and those who are in charge of managing annual
non-consolidated fnancial statements

The Management Board is responsible for the development of the annual non-consolidated financial
statements which provide an accurate and fair presentation in accordance with IFRS, and for the
internal controls which the Board defines as necessary in order Lo enable the development of the
annual non-consolidated financial statements without incorrect information which are a result of a
mistake or a fraud,

While developing annual non-consolidated financial statements, the Management Board is
responsible for the evaluation of the Company's capability to continue business activitles for an
indefinite period of time, for the publication, If applicable, of issues related to timely unlimited
business activities and usage of accounting base arising from timely unlimited business activities,
except in the cases when the Board plans to liqguidate the Company, stop business activities or when
the Board has no alternative but to do so.

Thase in charge of managing are responsible for supervising the financial reporting process defined
by the Company.

The auditor’s responsibility in relation to the audit of the non-consolidated financial statements

Our aims are to acquire reasonable belief as regards to whether the annual non-consolidated
financial statements, as a whole, include incorrect information resulting from a mistake or a fraud
and to issue an Independent Auditor's Report including cur opinion. A reasonable belief is a higher
level of belief. However, it is not 2 guarantee that the audit implemented in accordance with MRevs
shall detect relevant incorrect information when such information exist. Incorrect information can
appear due to a fraud or a mistake. Furthermore, they are considered relevant if it can be
reasonably expected, individually or collectively, to impact economical decisions of the users made
pursuant to such annual non-consolidated financial statements.

As an audil's component part pursuant to MRevs, we create professional judgements and we
maintain professional scepticism during the audit, Furthermare, we:

* Recognize and evaluate risks referring to relevant incorrect presentation in the annual non-
consolidated financial statements, caused by a fraud or a mistake; we develop and
implement auditing procedures as a reaction to such risks and we obtain auditing evidences
which are enough and suitable to ensure the base for our opinion. The risk of failure to
discover relevant incorrect presentation caused by a fraud is larger than the risk caused by
a mistake, sinCe fraud can include secret agreements, falsifications, deliberate omissions,
incarrect presentations or avaidance of internal controls.
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INDEPENDENT AUDITOR'S REPORT (continued)
Report on the audit of the annual non-consolidated financial statements (continued)

The auditor's responsibility in relation to the audit of the non-consclidated financial statements
[continued)

#  Gain understanding of the inbernal controls which are relevant for the audit in order to form
the auditing procedures suitable for given clrcumstances, howewer not in order Lo express
the opinion on the Company’s internal controls efficiency.

# Evaluate the suitability of the used accounting policles and reasonability of the accounting
evaluations and related publications created by the Management Board.

s  Make conclusions on the suitability of the used accounting base relying on the timely
unlimited business activities used by the Management Board and, pursuant to the obtained
audit evidences, conclude whether there is any relevant uncertalnty in relation to the
evenls or circumstances which might make the Company’s capability Lo continwe timely
unlimited business activities doubtful, If we conclude that there is such uncertainty, we are
required to emphasize related publicathons from the annual non-consolidated financial
reports in our Independent Auditor's Report or, if such publications are not suitable, we are
required to modify our opinion.

Our conclusions are based on auditing evidences which are obtained up to the date of our
Independent Auditor's Report. However, future events or conditions might cause the
termination of the Company’s timely unlimited activities.

# [Evaluate the overall presentation, structwre and content of the annual non-consolidated
financial statements, including the publications, and whether the annual non-consolidated
financial statements reflect the transactions and events they are based on in a manner that
fair presentation is implemented,

We communicate with those who are in charge of managing, among other things, the audit's
planned volume and time schedule as well as important audit findings, including those referring to
relevant internal control insufficiencies which are discovered during our awdit.

We also provide statements to those who are in charge of management, confirming that we have
acted in accordance with the relevant requirements referring to independence, and that we shall
communicate with them as regards to all relations and issues which might impact our independence
and, if applicable, related protection measures.

Among issues being communicated with those in charge of the management, we define those which
are of the greatest importance during the audit of the annual non-consolidated financial statements
for the current period. Therefore, these are key auditing questions, We describe those guestions in
our Ingependent Auditor’s Report, unless question publication is legally forbidden, or unless we, in
rare circumstances, declde that the question should not be presented in our Independent Auditor's
Report since it can be expected that the negative consequences of such publication would be
greater that the public interest benefits related to such publication.
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INDEPENDENT AUDITOR™S REPORT {continued)
Report on the audit of the annual non-consolidated financial statements (continued)
Report on other legal requirements

On 25 September 2020, we were appointed by the Company's General Assembly for the audit of the
Company’s annual non-consolidated financial statements for 2020,

We have been engaged to perform legal audit of the Company's annual non-consolidated financial
statements for the first time in 2020, Therefore, this is a one-year engagement.

Within the awditing procedure referring to the Company's non-consolidated financial statements s
for 2020, we have determined the materiality for non-consolidated financial statements as a whole
in the amount of 1,146 thousand kuna which is approximately 0.75% of the realized sales income in
2020.

We selected sales income as a materiality measure since we find it & most suitable measure
considering relevant profit fluctuations before the taxation in the current and previous periods.

Our auditing opinion Is in accordance with the additional report made for the Company’s auditing
board which was formed pursuant to the provisions from the Article 11 of the Regulation (EU) no.
53772014,

in the period between the start date of the Company's restated anmaal non-consolidated financial
statements for 2020 and the date of this Report, we haven't provided banned non-auditing services
to the company and its associate companies. Furthermore, in the business year preceding the above
stated period, we haven't provided the services referring to creating and implementing internal
control procedures or managing risks related te the financial information preparation andfor
control, or creating and implementing technological systems for financial information. Finally, while
performing the audit, we kept our independence in relation to the Company.

Vlatka Rukavina, an certified auditor, is an engaged audit partner in the auwdit of the Company's
non-consolidated financial statements for 2020 which results in this Independent Auditor's Report,

In Zagreb, May 25%, 2021

BDO Croatia d.o.o.
Tre 1. F. Kennedy &b

10000 Zagreb
' 4
. 5 -
Rhpid ’ﬁ\
Vedrana Stipic, Board member Yiatka Rukavina, Certified auditor
BDO cacana
"““'!'Mhﬂ“

M.J.nm



INSTITUT IGH d.d.
Hon-consolidated Statement of comprehensive income
for the year ending on 21 December 2020

Notes 2020 2019 restated
fin thousand kuna)
Income from sales 2 156, 549 173,492
Other operational income & 24,115 3,79%
Total income 180,664 177,288
Materials, raw materials and services expenses 7 [47,733) i57,299)
Employees expenses & 195,684) (B8, 516)
Value adjustments for current assets g {1.235) E.E17
Other operational expenses 10 {12,234 (10,238}
Total operational expenses {156, BB4) (147,236)
oy iperposaoo e 30,05
Amartization 13 (12,256} {&,754)
Value adjustments for non-current assety i1 . (193]
Provisions 10 (571} = (443}
Total perational expenses - (188,713) (156,626)
Operational income 10,951 20,662
Financial income 5,003 5,247
Financial expenses 114,943) {14,982}
Het financial expenses 11 ; {9, %40) (9, 735)
Income before taxation ' 1,011 10,927
Income ax i1 447 5,704
Income iin the current year i,ﬁ] 16,631
Other comprehensive income
Revaluation of the non-current asssts, nel Trom Lax i8]
Differences in currency exchange 411 18
Corrections through retained profit 17 {13}
Other comprehensive income per year 428 (1)
Comprehensive income in the current year 1,882 1_6;531
Basic profit per share (in kuna) 34 .10 7.7

Accompamying notes below are a component part of non-consolidated annual financial statements,



INSTITUT IGH d.d.

Hon-consolidated Statement of financial position

as at 31 December 2020
31 December 1 January 3219
Mot 2o F019 restated restated
thous. HRK thous, HRE thous., HRK
ASSETS
Intangibie assets 13 1,089 1,691 1,733
Properties, plants and equipment 14 144, 320 139, B62 138,617
Irvestments in propertbes 15 247 247 348
Irvestrments in subdidiaries and other 16
Envestments 99 674 108, 504 108,433
Provided loand 19 3,115 i 167 1406
Claims from the customers and other claims 18 ) 818 1,062 1,208
W URRENT ASETS 249,375 254,533 153,745
Reserves 17 816 216 Bl
Claims from the customers and sther clabm 8 3BT 47,354 44, 706
Provided loans and deposits 19 24 322 19,004 19,052
Calculated income and expenses paid in 72
advance B.37% 4, 308 4 b6
Contracted assels 3 15,137 12,850 16,344
Cash and cash equivalents 0 7,946 11,144 5.873
CURRENT ASSETS 94,797 90,516 91,453
Non-Currént adsels intended for sales 1 57.600 81.609 108,025
TOTAL ASSETS 401,772 426,658 453,213
Off-balance sheet items 28 9465 47 607 42,607
CAPITAL AMD LIABILITIES
Shareholder's capital 24 116,605 116,605 116,605
Treasury shares £ (3,196) (3,196) (3,196
Reserves for treasury shares 1,446 1,446 1,446
Other ressres 1.503 oo 1.344
Capital reserves {255) 1Z255) (255)
Revaluation resenses i6 86,915 1,445 114,639
Acowmulated loss {248,BE8) {255,516} {295,120}
TOTAL CAPITAL (45,870} (48,517) [44,537)
Liabilities per credits and loans 27 40,951 49 827 731,030
Proviskons 28 7,111 219 7.980
Deferred tax labilities L 19,124 19,599 25,304
Liabilities towards suppliers and other 29
lHabilities 198 B 158
LONG-TERM LIABILITIES 67,496 77,815 164,713
Liabitithes per credits and loams iv i20,388 336,463 173,469
Liabilitbes towards suppliers and obher 29
liabilities 45 526 49,551 G4 683
Liabilithes far received advanced payrments and 10
deposits T.031 330 323
Provisions Fi] 3,219 2,950 2,818
Contrms bual liabitigies K] 3478 7,548 10,631
Deferred expense payment and income for the
future persod 207 118 1,114
SHORT-TERM LIABILITIES 180,146 397,360 753,048
TOTAL CAPTAL AMD LIABLITIES 401,772 426,658 453,21
Off-balance sheet items 29,945 421,607 a3 607

Accompanying notes below are a component part of non-consolidated annual financial statements.
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INSTITUT IGH d.d.
Hon-consolidated Statement of cash flows
for the year ended 31 December 2020

19
fin thousand kung) Hobe i "';n‘“
Cash bow from business activities
ProdstMlost & the befare Laxation

e 1.0m1 10,927
Adjustments:
ATt EaLion r
13,14 12,29 8,754
Value #
'Blue adjustments 1.23% 18826
IrterEst W
e " 388 I, 368
| B
rlerest enperses " &, 157 19,274
Proision ret reduction 3 243
Horerealized currency exchange differences fnet) n 2,980 751
J =
ncome from the sales of long-term tangible and intangible assets L {1,209} 1.570
Qther financial expenses i TH
Other adjustments for nondinancial trarsactions and non-realized profit and loss 1.47% W2
Incoms from the subsidiary sales 1397 =
Result of business activities before operative capital changes 21,514 12,400
Reduttion in the shart-term cb
clalmn 4,307 B.400
Redurtion of the L
. contractual assets 1387 3.4%4
Rl Ui short- LT
iReduction) short-term lisbitities i i7.0401 i11.684)
R b L] Liabilithes
i Thon| COnTact it ILETH {1.083)
Het cash flow from business activities before interest rates and taxes 17,200 19,527
Het cash flew from business sctivities 17,200 19,527
Cash flow from Investment activities
Cash income from the financial assets sales - "
Cash income fram the provided credits and deposit charges 13.050
Cash experses for the purchase of long-term tangible and intangibée assets . {2936
Cash for provided credits and i a
Expenaes Tor pr c ] deposity %, 376 i10.%24)
Mot cash flow from investment sctliibes {5,374} (809}
Cash flow from financial activities
Cash income from the credit, loans and borrowings principal 16817 B11
Cash expenies for the credit principal and labilities payment '
(18,271 113,134
Cash for lea
expenses far bease 1,762} 11,124
Other cash expenses from financial activities (21,628) .
et cash flow from financial activities 115,022) (13.447)
Total cash Mow reduckion
(3,158 5.2
Cath and cash equivalents at the beginning of the period 11,144 5,873
Cah and cash equivalents at the end of the pericd 20 Tlhﬁ 11I1'H-

Corresponding notes below are a component part of non-consalidated anmual financial reports,



IHNSTITUT IGH d.d.
Motes to the financial statements
for the year ended 31 December 2020

1. General Information
Foundation and development

Institut IGH d.d., Zagreb, Janka Rakuse 1, ("the Company™), PIN 79766124714, is registered in the court
register of the Commercial Court in Zagreb under the subject's registration number 080000959,
Company’s shares marked IGH-R-A, I5IH: HRIGHORADODSG are traded Zagrebacka burza.

The Company deals with expert and scientific and research work in the field of civil engineering which
includes: design, study development, expert supervision, counselling, research works, usability
proving, laboratory testing and measurements. The Company is certified for such activities in
accordance with the sustainable development norms which are as follows: EN 150 9001, EM 150 14001,
OHEAS 18001,

The Company's headquarters is in Zagreb, Croatia, at the address of Janko Rakusa 1. Apart from the
headquarters” business, the Company conducts its business through its foreign branch offices in
Georgia, Russia, Bosnia and Herzegovina and Kosovo.

Company's bodies:

Company's General Assembly

President Larko Deikovid

Assembly members include each individual shareholder or his/her representative,
Supervisory Board

IGH d.d. Supervisory Board included ¥ members in 2020 and they are as follows:

Zarko Deikovic, Supervisory Board president

Mariyan Tkach - named Supervisory Board vice -president on August 26, 2020

Sergej Gljadelkin (OIB 53315489840) - stopped being a member of Supervisary Board on
September 3" 2020

Serge] Gljadelkin (0IB 50886241581) - member of the Supervisory Board

Igor Thach - member

Dugica Kerhag, member - as an appointed workers' representative

'u'enian:?in Mezhibovskiy - released from the position of Supervisory Board vice - president on
Julby & 2020

Boward

IGH, d.d. Board consisted of two members from 1 January 2020 to 28 February 2020:
v  (Hiver Kumric - Board president
s  Robert Petrosian - Board member

From 1 March 2020, the Board includes one member;
s Robert Petrosian - director

From & May 2020, Company's procurators representing the company with two more procurators are:
« Domagoj Simunovid,
# [Dario Basic and
#  lgor Dzajic

From 2% July 2020, the Bard consists of three members:
» Robert Petrosian - Board president
s Vedrana Tudor - Board member
* Miroslav Pauzar - Board member

Company’s Auditing Board consists of 3 members:
e Gerhard Sattler
« Nadica Salov
»  Serge] Sergejevic Gljadelkin
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INSTITUT IGH d.d.
Hotes to the financial statements
for the year ended 31 Dece.mber 2020

2.  Accounting policies
2.1, Complionce certificate

Mon-consolidated financial reports are prepared in accordance with the International Financial Reporting
Standards adopted by the European Union (IFRS) and in force in the European Union. IFRS published by the
Board for Financial Reporting Standards appointed by the Government of the Republic of Croatia
(0OG136/09, B/10, 168/10, 27710, &5/10, 120/10, 38711, 140/11, 15/12, 118712, 45/13, &9/13), which
were in force up to a point when Croatia joined the European Union, are compliant with the IFRS defined
by the European Commission and published in the Official Journal of the European Union, The
consolidated financial reports of the Compamny and its associate companies, which the Company has to
préepare in accordance with the IFRS and Croatian legislation, are published independently and
simudtaneously with the non-consolidated financial reports, The users of these non-consolidated financial
reports should read them together with the Group's consclidated financial reports of 31 December 2020
and for the year which ended at that time, in order to obtain the overall information on the Group's
financial position, its business results and Group's overall financial condition changes. Consolidated
financial reports on the date and for the year ending on 31 December 2020 are available together with
these non-consolidated financial reports at the Company's above stated address,

The Company keeps accounting records in Croatian, in kuna and in accordance with the Croatian legal
regulations and accounting principles, as well as in accordance with the practice implemented in Croatian
Companies.

Hon-conselidated financial reports were approved by the Board on 24 May 2021. Balance positions are
shown on 31 December 2020.

2.2.  Mew standards and interpretations of the published standards which have not been adopted
yet or which are not in force

The following amended standards entered into force on 1 January 2020, However, they did not

materially impact the Company:

. Amendments of the Instructions for Conceptual Framework within the IFRS [EU Regutation

2019/2075);

. Amendments of the International Accounting Standard 1 and B: Materiality Definition (EU

Regulation 201972104}

. Amendments of the International Financial Reporting Standard 9, International Accounting
standard 39 and International Financial Reporting Standard 17: Reform of the Interest Rate Referent Value

(EU Regulation 2020/ 34);

. Amendments of the International Financial Reporting Standards 3: Business Combination (EU

Regulation 2020/551);

" Amendment of the International Financial Reporting Standards 16; Lease of the Rental Concessions

related to COVID 19 (EU Regulation 2020/ 1434).

With these amendments the lessees are free (this is allowed, not required) from the evaluation whether

the rental concession related to COVID-19 presents a rent change, Entities applying the exemption,

available as of 1 June 2020, shall recognize these amendments as if there was no rental changes. The

Company did not apply the exemption as foreseen in the amendments of the International Financial

Reparting Standard 16,

The adoption of these standards has not caused any significant effects as regards to the amounts

recognized in the balance sheet and profit and loss account.

Standards and interpretations issued by the Standards Board, which did not enter into force and which

the Company has not adepted earlier, and standards, amendments of the existing standards and

interpretations which are issued but are not in force at the date when the financial reports were

published, are presented below, The Company intends to adopt these standards, if they are applicable,

once they enter into force.

On 31 December 2020, the European Commission approved the following amendments of the accounting
principles which are applied for reporting and which entered into force on 1 January 2021 or after that:
. Amendments of the International Financial Reporting Standard 4: Insurance Agreements -
postponement, International Financial Reporting Standard 19 (EU Regulation 2020/2097)
» Amendments of the International Financial Reporting Standard 9, International Accounting

2, General Preparation Procedures - continued
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INSTITUT IGH d.d.
Hotes to the financial statements
for the year ended 31 December 2020
2.2, New standards and interpretations of the published standards which have not been adopted
yet or which are not in force - continued

standard 39, International Financial Reporting Standard 7, International Financial Reporting Standard 4
and Intermational Financial Reparting Standard 16 Reform of the Interest Rate Referent Yalue - Phase 2
{August 2020).

On 31 December 2020, the Board for International Accounting Standards issued the following standards,
amendments, interpretations and audits whose application is subject to the approval by the competent
Eurcppean Commission bodies, which is still in progress:

" International Financial Reporting Standard 17 Insurance Agreement (May 2017) including the
International Financial Reporting Standard 17 amendments: Insurance Agreements (June 2020);

Amendments of the International Accounting Standards 1: Presenting Financial Reports: Classification of
liabilities as current and non-current and Classification of liabilities as current or non-current - Postponed
entrance into force (January 2020 or 15 July 2020):
. amendments of the International Financial Reporting Standards 3: Business Combination (May
2020);
. Amendments of the International Accounting Standards 16: Properties, Plants and Eguipment {May
2020}
. Amendments of the International Accoumting Standards 37: Provisions, Potential Liabilities and
Astets (May Z2020);
. Amendments of Annual Processing 2018 - 2020 {May 2020).
These standards are not expected to impact the Companys financial report significantly.

2.3, Basic measurements

Financial reports are expressed in accordance with the history of expense, apart from the following:
¢ Revaluation of the property and facilities value as stated in the Hote 3.9 {i)
¢ Imvestments in the property as stated in the Hote 3.11.
¢ Assets per fair value through other comprehensive profit as stated in the Hote 3.18
#  Mon-current assets intended for sale as stated in the Hote 3,22
= Methods used for fair value measurement as stated in the Note &.

2.4, Functional currency and presented currency

The financial reports were expressed in Croatian currency, kuma (kn), which i= a functional currency,
rounded to the closest thousand.

2.5. Judgements and evaluations usoge

Financial reports preparation, which is in accordance with the International Financial Reporting Standards,
requires the Board to create evaluations, judgements and assumptions which impact the policy application
and amounts published for the assets and liabilities, incomes and expenses. Evaluations and related
assumptions are based on the previous experience and other warigus factors which we considered
reasonable in the given clrcumstances. The result of these is a starting point for the evaluation of the
assets and liabilities values which cannot be obtained from other sources. Real results can differ from such
evaluations,

The above mentioned evaluations and related assumptions are a subject of a regular inspection,

Evaluation correction impact 5 recognized in the pericd when the evaluation was corrected if the
cormection impacts exclusively the period when it was implemented, or the pericd when the correction
was implemented and future periods if the correction impacts both current and future periods.

The judgements which the Board made while applying the International Financial Reporting Standards and

which have a significant impact on financial reports and judgements with a high risk of materially
significant correction in the upcoming year, are stated in the Note 5.
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IMSTITUT IGH d.d.
Hotes to the financial statements
for the year ended 31 December 2020

2. Accounting policies - continuwed

2.6, Going concern

Im 2013, the Company started a pre-bankruptcy settlement procedure through which the Company reached
an agreement with the creditors. In accordance with the agreement, the liabilities were restructured and
the exposure caused by co-debts towards certain related companies was limited. Regardless the financial
restructuring, the Company made recapitalization by issuing new shares, and it started the procedure of
selling certain assels In order to ensure needed liquidity.

Pre-bankruptcy settlement procedure was successfully finalized by the Decision of the Commercial Court
in Zagreb no. 72, 3tpn 3053/13 of § December 2013 which approves the Pre-bankruptcy settlement
between the debtor Institut IGH d.d, and creditors in the Pre-bankruptcy settlement. The Pre-
bankruptcy settlement entered into force on 28 December 2013, The Pre-bankruptcy settlement impact
and plan implementation is described in detail in the Note 35. The Company takes all measures which
are needed to meet other Liabilities towards the suppliers from the Pre-bankruptcy settlement. The
above debts shall be settled from the current business activities as soon as possible,

In order to improve business and activities profitability, within the recent years, the Company has been
implementing a number of operative restructuring measures while also approaching the market more
actively. Unfortunately, the impact of SARS-CoV-2 pandemics, which caused great changes in the business
world in 2020, impacted the Company's business as well.

The Company recorded a decrease in the sales income with a net profit in the amount of 1.453 thousand
kuna (2019:; profit of 16,631 thousand kuna). Nevertheless, the capital is still negative amounting to
45.870 thousand kuna. On December 31* 2020, the Company's current liabilities exceeded its current
assets in the amount of 265,350 thousand kuna (2019: 225.125 thousand kuna ).

On 31 December 2020, total liabilities referring to Pre-bankruptcy settlement amounted to 338.422
thousand kuna, In accordance with the Pre-bankruptcy settlement, the liabilities in the amount of 311.218
thousand kuna are due in 2020 and should be settled by December 31", 2020. However. due to
insufficiently available free financial flow, these liabilities were not settled. In accordance with the Pre-
bankruptcy settlement (see Mote 35), the liabilities in the amownt of 204.468 thousand kuna can be
settled only by selling the pledged assets or by taking over the pledged assets while the liabilities in the
amount of 133,954 thousand kuna have to be settled im cash,

The Company is taking any possitle measures in order 1o sell the assets from which it expects to generate
additional cash flows and settle part of its liabilities in 2021, Based on the latest valuations, those assets
has a higher value in comparison to one currently reported in financial statements because of market
trend in the past two years.

On March 12", 2021 Company signed a Debt restructuring agreement with the largest creditor with whom
Comparny settled 184.509 kuna of liabilities by selling pledged assets.

These financial reports have been composed under the assumption that the business activities are to be
implemented for an indefinite period of time. However, since there is a significant uncertainty as regards
to the above stated issue, during the year 2020 Company's Board has implemented key business processes
and activities which are crucial for guality of implementation of labilities settlement based on the Pre-
bankruptcy settlement and it considers the Company can continue with its business activities regulary.

An overview of the significant accounting policies adopted for the preparation of these financial reports
follows, These accounting policies have been consistently applied for all the perfods from these reports.
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IHSTITUT IGH d.d.
Hotes to the financial statements
for the year ended 31 December 2020

2. Accounting policies - continued

« [nvestment into subsidiaries

Subsidiaries are companies whose business is, directly or indirectly, controlled by the Company. The
control is implemented when the Company has the right of managing entity's financial and business
policies in a manner that there 15 a benefit from its activities.

Investments into subsidiaries are initially recognized per expense and subsequently per expense minus
value reductions, Testing the investments into subsidiaries per value reduction is implemented every year.

. Investments into associates

Associates are companies which the Company influences, but has no control of . Significant influence is the
power of participating in the decisions referring to the entity's financial and business policies which were
invested in. However, the control or joint control of such policies is not a part of it. Investments into
associates are initially recognized per expense and subsequently per expense minus the value reductions.
Testing the investments into associates per value reduction is implemented every year,

# Income
Income recognition and liabilities settlement policies

Income is measured pursuant to the fee which is agreed with the customer. The Company recognizes
income when the control over the goods or services is transferred to the customer. The transfer of contral
over the goods or services can be continually implemented (income recognition over a period of time) or
at a certain date (recognition in the moment, after the completion). Prior to income recognition, the
Company identifies the agreement and different implementation liabilities contained in the agreement.
The number of liabilities depends on the type of the agreement and activity, Most Company's agreements
include only one liability.

Income recognition in accordance with the International Financial Reporting Standard 15 is applicable for
the following income sources:

it} Construction agreements

The main income which the Company generates from the construction agreements refers [o the services of
designing, developing studies, implementing supervision, counselling, laboratory services, research work
and scientific and research work, restructuring and constructing roads and other civil engineering
facilities.

In accordance with the basic International Financial Reporting Standards principle 15, the Company's
accounting policies referring to the recognition of income from agreements with the customers reflect the

followring:

# Dynamics of meeting the liabilities, which corresponds to the transfer of goods and services to the
Customer;

# Amount which the seller expects to receive as a fee far its activities.

The contractual conditions and manner in which the Company manages the construction agreements arise
miostly from the projects containing one lability. In order to measure steps towards the construction
completion, the Company uses the method which is based on the portion of occurred expenses. In other
words, the Board selected input method to calculate the income (expenses which occurred up to a certain
date) arising from the construction agreement.
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INSTITUT IGH d.d.
Hotes to the financial statements
for the year ended 31 December 2020
Z. Accounting policies - continued i '

3.3 Income [continued)
(il Construction agreements (continued)

Agreement amendments (referring to the agreement price and/or volume) are recognized once they are
approved by the customer, If the amendments refer to new products or services which are considered
different and if the contractual price is increased for the amount reflecting “independent sales price” for
additional product and services, these amendments are recognized as an individual agreement, When
third party (such as subcontractor) is included in the goods or services delivery, the Company determines
whether it takes the control of the subject product or service hefore it is transferred to a customer. If the
control is taken before it {s transferred to the customer, the Company recognizes the income as a gross
amount which it will have right to at the handover. If the control is not taken over, the Company thinks
that it is not a contractor in the transaction and recognizes the income as an amount which corresponds
its intermediary fee,

The expense referring to the agreement and arising if the Company did not get the agreement is
recognized as assets if it can be compensated and amortised during the agreement period,

When the construction agreement result cannot be reliably estimated, agreement income is recognized up
to the amount of the occurred contractual expenses which are probably going to be compensated. The
expected agreement loss s immediately recognized in the profit and loss account.,

Contractual assets and liabilities

The contractual liability is shown when the customer paid a fee and the Company did not meet the
contractual obligation by delivering goods or services. If the Company delivered goods or services to the
customer and the customer did not pay the fee and the right to a fee is not conditioned by any elements
apart from the due date, claim towards the customer is recognized. The contractual assets are recognized
if the right to a fee is somehow conditioned (for example, by some other obligation).

{ii} Income from the stabe aid

State aid is recognized when there is a reasonable belief that the Company shall meet the conditions for
the aid, and when there i3 a reasonable belief that the aid shall be received, In accordance with the
above mentioned, the Company does not recognize the aid unless there is a guarantee that the Company
shall meet the required ald conditions and that the aid shall be received. The state aid is recognized as a
profit or 055 on a systematic base over a period of time when the expenses which the aid is intended for
are recognized. Claims to state aid for the compensation of the occurred expenses or losses, or for the
purpose of providing current financial aid to an entity without future related expenses, are
recognized as a profit or loss for the period when the claim occurred.

In 2020, the Company received the job preservation aid for March and April in the total amount of 3,129
thousand kuna for 440 emplovees.

Furthermore, the Company's debts for taxations and contributions in the amount of 1.345 thousand kuna
for the same period were written off.

(ifi) Finamcial income and expenses

Financial income and expenses include interest rate to the credits and loans calculated via effective
interest rate method, claims for interest rates to the invested funds, dividend income, profits and loss
ansing from currency exchange and profit/loss from the sales of the investments inte subsidiaries. Income
arising from financial labilities write-off is also expressed as a financial income,

Interest rate income is recognized in the profit and loss account by applying calculated income method
and by using the effective interest rate. Dividend income is recognized in the profit and loss account at
the date when the Company’s right te a dividend was established.

Financial expense consists of the expense for the interest rates calculated to loans, changes in financial
assets fair value expressed per fair value in the profit and loss account, Losses arising from the financial
assets value reduction, losses arising from currency exchange. Loan related expenses are recognized in the
profit and loss account by using an effective interest rate method.
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INSTITUT IGH d.d.
Mates to the financial statements
for the year ended 31 December 2020

2. Accounting policles - continued
{iv) Lease Income

Income arising from the lease services is recognized in the period when the lease services were provided
and it refers to the operative lease.

34 Leases
al  Impact on the lessee s accounting

During initial recognition, these assets are measured pursuant to the financial flows of the lease
agreements. After initial recognition, the wsage right shall be evaluated in accordance with the
international standards for assets, pursuant to the International Accounting Standards 16, 38 or 40 which
means by applying expenses model, minus accumulated amortisation and losses arising from value
reduction, revaluation model or fair value madel,

In order to calculate lease liability and accompanying assets with the right of usage, discounting of the
future lease payments with a suitable discount rate is implemented. In accordance with the above
mentioned, future lease payments which are discounted are determined pursuant to contractial
provisions, VAT free, since the tax payment obligation arises once the lessor issues an invoice, and not on
the lease agreement start date,

In order to implement the above calculation, lease payments have to be discounted per implicit
contractual interest rate or, if it is not available, per incremental borrowing rate. Incremental borrowing
rate is determined pursuant to the financing expenses for the liabilities referring to similar period of time
and similar safety as those in the lease agreement. While determining the lease period, irrevocability
pericd determined by the agreement has to be considered. During such period, the lessee has the right to
use the subject property taking into consideration potential renewal options if the lessee is reasonably
sure of such renewal. Concretely, in refation to those agreements which allow the lessee to automatically
rengw the lease agreement after the initial period, the lease deadline is determined takinmg into
consideration the factors such as first period length, plans for leased property release and other
circumstances indicating reasonable renewal safety.

The exceptions are the agreements of small value. up to 30 thousand kuna, and short-term agreements
which are recognized as an expense in the period they refer to,

The Company leases certain plants and equipment. The leases where the Company takes over all the risks
and related benefits are shown as financial leases. Financial leases are capitalized at the lease start in
accordance with the leased property fair value or current minimal lease value, depending on which is
lower. Each lease payment is classified into liabilities and financial expenses in order to obtain constant
rate for the remaining financial situation. Financial expense interest component is recognized as a profit
or loss during the [ease period. Properties, plants and equipment which are purchased under financial
lease are amortized in accordance with the usage period or lease period, depending on which one is
shorter,
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INSTITUT IGH d.d.
Haotes to the financlal statements
for the year ended 31 December 2020

2. Accounting policies - continued

3.4 Leases (continued)

Leases where the Company does not bear a relevant risk portion or ownership benefits are classified as
operative leases. Payments made in accordance with operative leases are recognized as a profit or loss
pursuant to the straight-line method during the lease period.

as Foreign currencies

Transactions and conditions in foreign currencies

Transactions in foreign currencies are expressed in the functional currency by wsing the currency exchange
rate which is valid at the transaction date. Monetary assets and liabilities expressed in a foreign currency
at the reporting date are transformed into functional currency using the exchange rate which is valid at
the reporting date. Profits or losses arising from the currency exchange and while settling these
transactions, and due to the transformation of monetary assets and liabilities denoted in foreign
currencies, are recognized as a profit or loss.

Non-monetary assets and items which are measured in accordance with the foreign currency historic cost
are not calculated in accordance with the new currencies. Hon-monetary assets and liabilities denoted in
the foreign currency are presented in accordance with the historic cost and transformed into the
functional currency by using the exchange rate which is valid on the transaction date.

Valid Croatian currency exchange rate on 31 December 2020 was 7538898 kuna for 1 EUR {31 December
2019 7. 442580 kuna for 1 ELIR}.

Valid Georgian curréency exchange rate on 31 December 2020 was 1.873600 HRK for 1 GEL {31 December
2019 2.2801 kuna for 1 GEL).

3.6 Borrowings and borrowing expenses

Borrowings are initially recognized per fair value, minus transaction expenses. In future periods, the
borrowings are shown per amortized expense. All differences between remuneration (minus transaction
expenses) and surrender value are recognized in the comprehensive profit report during the borrowing
period, using the effective interest rate method.

Borrowings are classified as short-term liabilities, except if the Company has unconditional right to delay
the liability settlement at least 12 months after the reporting date.

Borrowings from the creditors which are classified as “Separate Creditors” (Mote 2) are evaluated in
accordance with the fair value of the property under lien due to the subject borrowing, since the subject
borrowings charge is possible only from the properties with a lien,
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2. Accounting policies - continued
37 Dividend

Dividend distribution to the Coempany's shareholders is recognized as a liability in financial reports in the
period when they were approved by the Company's General Assembly.

iR Taxation

Income Tax

Income tax expense consists of the current and deferred tax. Income tax is expressed within the profit or
loss, except up to the income tax amount referring to the items within the capital when the income tax is
recognized within the comprehensive profit.

Current tax presents the expected tax liability calculated per taxable income amount for a year, using
interest rate which s valid on the reporting date and all tax liability compliances from the previous
periods.

{i} Deferred tax assels and ligbilities

Deferred tax is recognized using balance method and it considers temporary difference between the
assets and liabilities accounting value used for the needs of financial reporting and amounts which are
used for tax purposes. Deferred tax amount is not recognized for the following temporary differences:
initial assets and liabilities recognition in the transaction which is not a business combination and which
does not impact accounting or taxable profit and differences referring to the investments into subsidiaries
amd jointly controlled companies when the situation shall not probably change in the nearby future.
Deferred tax is evaluated per tax rates which are expected to be applied with temparary differences once
they are changed, pursuant to the laws valid at the reporting date.

Deferred tax assets are recognized in the amount which probably corresponds to future taxable profit
which shall be available in order to be neutralized by temporary differences. Deferred tax assets are
decreased for the amount which probably cannot be used as a tax relief.

Deferred tax assets and liabilities are offset if there is a legal right to am offsetting of the current tax
liability and assets, and if they refer to the taxes which are calculated by the same tax institution for the
same taxable entity or for different taxable entities, but they intend to settle current tax liabilities and
assets per net base or realize thelr tax assets and liabilities simultaneously,

fiil Tax exposure

While determining current and deferred tax amount, the Company considers the impact of uncertain tax
situations and potential additional taxes and interest rates. These considerations are relied on the
evaluations and assumptions, and they can include a number of judgements as regards to future events.
Hew information might become available and might cause the Company to change their judgement as
regards to the suitability of the existing tax liabilities. Such tax liability changes shall impact the tax
expenses in the pericd when such decision was made.

Value Added Tax (VAT)
Tax Administration requires the value added tax to be settled per net base. VAT arising from the sales and
purchase transactions is recognized and expressed in the financial situation report per net base. If the

claim for value correction is decreased, reduction loss is expressed In the claim gross amount, including
VAT,
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2. Accounting policles - continued

3.9 Property, plant and equipment
fi} Land and buildings

After recognition at cost, land and buildings are recognised at a revalued amount, which is the fair value
at the date of revaluation less subsequent depreciation of buildings and the cost of impairment.

The fair value is based on market value, which is the estimated valie for which an asset could be sold on
the valuation date between a voluntary buyer and a woluntary seller wnder normal business and
commercial conditions.

When the carrying amount of an assel increases as a result of a revaluation that increase is credited
directly to other comprehensive income called the revaluation reserve. A revaluation increase s
recognised as income to the extent that it reverses a revaluation decrease of the same asset that was

previously recognised as an expense,

When the carrying amount of an asset decreases as a result of a revaluation, the revaluation decrease is
charged directly to the revaluation reserve to the extent that this decrease does not exceed the amount
that exists as a revaluation reserve for the same asset and the remaining amount s charged to expense in
the period incurred.

An estimate s performed on a sufficiently regular basis so that the carrying amownt does not differ
materially from that which would be determined by determining the fair value at the reporting date.
Certain land and buildings are derecognised upon disposal or when no future economic benefits are
expected from their use or disposal. Gains or losses arising from the derecognition of land and buildings
calculated as the difference between the net disposal proceeds and the carmying amount of the asset) are
included in profit or loss when derecognised.

The correspanding part of the revaluation surplus realised during the previous valuation is released into
profit or loss, from the surplus of the valued asset, during the disposal of the revalued asset.

Also, accumulated depreciation at the date of revaluation is excluded from the gross carrying amount of
the asset, and the net amount is adjusted to the revalued amount of the asset.

Based on the valuation performed by independent appraisers, the Company revalued the value of a
property and created revaluation reserves which are transferred to retained earnings/accumulated losses
in accordance with the adopted depreciation policy.

Gains and losses on disposals of land and buildings are recognised within profit or loss within other income
of expense, When revalued assets are sold, the amounts included in revaluation reserves are transferred
to retained earnings.

{ifi Plant and equipment

Plant and equipment are initially recognised in the statement of financial position at cost less
accumulated depreciation and accumulated impairment losses if any. The cost includes the cost that is
directly attributable to the acquisition of the asset. After initial recognition at cost, plant and equipment
are recognised at a revalued amount, which is the fair value at the date of revaluation less any
subseqguent depreciation of plant and equipment and the cost of impairment,

The fair value is based on market value, which is the estimated valee for which an asset could be sold an

the wvaluation date between a voluntary buyer and a voluntary seller under normal business and
commercial conditions,
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2. Accounting policies - continued
3.9 Property, plant and equipment {continued)
{iii) Right-of-use asset

Right-of-use assets are stated in the statement of financial position according to the calculated discounted
method depending on the period of use.

Gains and losses from the termination of rights are recognised in profit or loss within other income or
SXPENSE,

When the carrying amount of an asset increases as a result of a revaluation, that increase 13 recognised
directly in equity under the heading revaluation reserve. A revaluation increase is recognised as income to
the extent that it reverses a revaluation decrease of the same asset that was previously recognised as an

expense,

When the carrying amount of an asset decreases as a result of a revaluation, the decrease s recognised as
an expense, A revaluation reduction is charged directly to the revaluation reserve to the extent that this
reduction does not exceed the amount that exists as & revaluation reserve for the same asset,

An estimate is performed on a sufficiently regular basis so that the carrying amount does not differ
materially from that which would be determined by determining the fair value at the reporting date.
Certain land and buildings are derecognised upon disposal or when no future economic benefits are
expected from their use or disposal. Gains or losses arising from the derecognition of land and buildings
(calculated as the difference between the net disposal proceeds and the carrying amount of the asset) are
included in profit or loss when derecognised.

The corresponding part of the revaluation surplus realised during the previous valuation is released into
profit or loss, from the surplus of the valued asset, during the disposal of the revalued asset, and during
its wse,

Alse, accumulated depreciation at the date of revaluation is excluded from the gross carrying amount of
the asset, and the net amount is adjusted to the revalued amount of the asset,

Based on the valuation performed by an independent appraiser, the Company revalued the value of
equipment, classified in the depreciation groups Laboratory eguipment and Measuring and control
instruments, and formed revaluation reserves which are transferred to retained earnings/accumulated
losses in accordance with the adopted depreciation policy,

Gains and losses on disposals of equipment are recognised within profit or loss within other income or
expense. When revalued assets are sodd, the amounts inclisded in revaluation reserves are transferred to
retained earnings.

fivi Subsequent expenditure
Subsequent expenditure i included in the asset's carrying amount or recognised as a separate asset, as
appropriate, only when the Company has a future economic benefit from the asset and its cost can be

measured reliably. The carrying amount of the replaced part is derecognised. All other maintenance costs
are recognised in profit or loss in the financial period in which they are incurred,
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Z. Accounting policies - continued

3.9 Property, plant and equipment {continued)

v Depreciation

Land and assets in preparation are not depreciated. Depreciation of other property, plant and equipment

is calculated using the straight-line method to allocate cost or to the residual value of the asset and asset
over its estimated wseful life, as follows:

Buildings 20 years
Plant and eguipment 110 B years
ther 10 years

The residual value of an asset represents the estimated amount that the Company would currently receive
from the sale of the asset less the estimated cost of sale if the asset had reached the age and condition
expected at the end of the asset's useful life, The asset's residual value and useful Llife are reviewed, and
adjusted if appropriate, at each reporting date,

In the event that the carrying amount of an asset is greater than its estimated recoverable amount, the
difference is written off to its recoverable amount (Hote 3.12).

Gains and losses on disposals are determined as the difference between the sales proceeds and the
carrying amount of the asset sold and are recognised within profit or loss within other income/expenses.

3.10  Intangible assets
Patents, licenses end computer software
fi) Owried assel

Patents, licenses and computer software are capitalised on the basis of acquisition costs and cosks
incurred in bringing the asset to working condition.

{ii} Subsequent expenditure

Subsequent expenditure is capitalised only if it increases the future economic benefits associated with the
asset, All other costs represent an expense in profit or loss in the period in which they are incurred.
fiii} Depreciation

Intangible assets in preparation are not depreciated. Depreciation of other intangible assets is calculated
using the straight-line method to allocate cost or to the residual value of the asset and asset over its
estimated useful life as follows:

The right to wse the asset of the third 1 to 2 years
software, content and other assets 1 to 2 years
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£, Accounting policies - continued
3.11 Investment properties

Investment properties are recognised as an asset when it is probable that future economic benefits
associated with the investment property will flow to the Company and the cost of the investment property
s measured reliably. Investment properties include property held either for the purpose of obtaining
rental income or capital gains or both.

Imvestment properties are initially measured at cost including transaction costs. Subsequently, after initial
recognition, investment properties are measured at fair value which reflects market conditions at the
balance sheet date. Gains or losses arising from changes in the fair value of investment properties are
included In profit or loss in the year in which they arise,

3.12 Inventories

The cost of wark in progress and finished goods includes raw materials, direct labour costs, ather direct
casts and the related part of general production costs (based on normal regular production capacity).

Merchandise goods are stated at the lower of cost and selling price (net of taxes and margins). Small
inventory and tools are completely written off when put into we.

3.13 Trade receivables

Trade receivables are amounts relating to services sold in ordinary activities. If collection is expected
within ane year, the receivable is shown within current assets, and if not, then the receivable is shown
within non-current assets. Trade receivables are initially recognised at fair value and subsequently
measured at depreciation cost using the effective interest method, less the expected loss. Business
models of receivables management is a model of depreciation cost - a bisiness model whose goal is
achieved by holding financial assets for the collection of contracted cash flows (principal and interest).

Provisions for impairment of trade receivables and contractual assets are measured at an amount equal to
the expected credit losses over their useful lives, i.e. by applying the simplified approach to expected
credit losses.

Historical observations (through a minimum of 2 years) on the days of delay in collection of receivables
adjusted for estimated future expectations in the collection of receivables are used In measuring the
expected credit losses of the Company. Trade receivables are divided according to age structure.

Receivables are impaired and impairment losses for individual customers arise if there is objective
evidence of impairment arising from one or more events occurring after the initial recognition of the asset
when the event affects the estimated future cash flows from receivables which can be reliably
determined, Objective evidence of impairment of financial assets for expected credit losses include:

* significant financial difficulties with the issuer or debtor and/or
. breach of contract, e.g. late payment or non-payment of interest or principal and/or
® likely initiation of bankruptcy or financial restructuring with the debtor
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2. Accounting policies - continued
3.14  Cash and cash equivalents

Cash and cash equivalents include cash, demand depaosits, and other short-term, highly liquid instruments
which are readily convertible to known amounts of cash with original maturities of three months or less,
and which are subject to the negligible risk of change in value. Cash and cash equivalents are valued at
depreciation cost because: (i) are held for the purpose of collecting cash flows from contracts which
represent 5PPI, and {ii} are not reported as FVTPL.

3.15  Share capital

Share capital consists of ordinary shares. Receipts reported in principal when issuing new shares or options
are shown net of related transaction costs and income tax., The amount of the fair value of the
consideration received above the nominal value of the shares issued is shown in the notes as a capital
gain, The consideration paid for purchased treasury shares, including all directly attributable transaction
costs (less income tax), reduces the share capital attributable to the Company's shareholders until the
shares are withdrawn, reissued or sold. When such shares are subsequently sold or reissued, any
consideration received, net of any directly attributable transaction costs and Income tax effects, is
included in principal.

3.16 Employee benefits
il Liabilitles for pensions and obher liobilities after retirement

In the ordinary course of business, the Company makes regular payments of contributions on behalf of its
employees, who are members of mandatory pension funds, in accordance with the law, Mandatory pension
contributions to funds are reported as part of the cost of salaries when they are calculated. The Company
has no obligation to provide any other benefits to employees upon their retirement.

fil Incentivie severances pay

Severance pay abligations are recognised when the Company terminates the employment of an employee
before the statutory retirement date or by a decision of the employee to voluntarily accept termination of
employment in exchange for compensation. The Company recognises severance pay obligations when it
has demonstrably assumed anm obligation to terminate {ts employment relationship with current
employees, based on a detailed formal plan without the possibility to waive it or provide severance pay as
a result of an offer to encourage voluntary termination of an employment relationship.

{Hii} Regular severance pay upan retirement

Severance payments that fall due more than 12 months after the reporting date are discounted to their
present value based on an actuarial calculation made at the end of each reporting period that uses
assumptions about the number of employees who are estimated to be entitled to regular retirement
benefits, the estimated cost of the stated severance pay and the discount rate in the amount of the rate
of return on bonds of the Republic of Croatia. Actuarial gains and losses arising from adjustments and
changes based on experience in actuarial assumptions are recognised immediately within profit or loss,

fiv Payments based on stocks

In line with the long term rewarding plan, Company's employees are receiving payments in stocks in
return for their services. Fair value at the day of approvement is recognized as employee expense, with
the appropriate increase in the capital and reserves u the period in which the emplovees are
unconditionally meeting the right to receive this reward. Recognized expense is reflecting the share in the
total compensation for employees services, and other non-market conditions which are expected to be
met. Cumulative reward recognized on the date of the allocation reflects services provided and non-
market conditions that are met.
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2. Accounting policies - continued

3.17  Provisions

A provision is recognised when the Company has a present obligation (legal or constructive) which arose as
a result of past events, and it is probable (more than not) that an outflow of resources will be required to
settle the obligation and the amount of the obligation can be estimated reliably. Provisions are reviewed
at each reporting date and adjusted for an estimate based on curent knowledge. When the amount of the
impairment loss is significant, the amount of the provision is the present value of the costs expected to be
incurred to settle the obligation and determined using the estimated risk-free interest rate as the
discount rate, When discounting is used, the effect of discounting is recorded as a financial expense each
year and the stated value of the provision is increased each year for the elapsed time,

3.18  Financial instruments
MNan-derivative financial instruments
i} Recognitions and initial megsurement

Trade receivables and debt securities issued are initially recognised at inception. All other financial assets
and financial liabilities are initially recognised when the Company becomes a party to the contractual
provisions of the instrument.

Financial assets (unless a trade receivable has no significant financial component) or financial liability are
initially measured at fair value plus an item not stated at fair value through profit or loss, and transaction
costs that are directly attributable to the acquisition or issuance, Trade receivables without a significant
financing component are initially measured at transaction cost.

fii} Classificatfon and subsequent measurement

Financial assets

Upan initial recognition, financial assets are stated at: depreciation cost: fair value through other
comprehensive income - debt investment; fair value through other comprehensive income - investment in
the capital; or fair value through profit or loss,

Financial assets are not reclassified after initial recognition unless the Company chamges its business
model for managing financial assets, in which case all financial assets are reclassified on the first day of
the first reporting period after the change in the business model.

A financial asset is measured at depreciation cost §f it meets both of the following conditions and is not
classified as fair value through profit or loss:
» is held within a business model aimed at holding assets for the purpose of collecting contractual
cash flows; and

« on the basis of the agreed conditions, on certain dates, it realises cash inflows that represant
exclusively the payment of principal and interest on the outstanding amount of principal.

All financial assets which are not classified as financial assets measured at depreciation cost as described
above are measured at fair value through profit or loss.

Financial assets at fair value through profit or loss are subsequently measured at fair value. Net gafns and
lesses including any interest or dividend income are recognised in the income statement.

Financial assets carried at depreciation cost are subsequently measured at depreciation cost using the
effective interest method. The depreciation cost 15 reduced by impairment losses, Interest income,
foreign exchange differences, and impairment are recognised in the income statement. Any gain or loss on
derecognition is recognised in the income statement.
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2. Accounting policies - continued
Financial Habilities - classification, subseguent measurement and gains and losses

Financial liabilities are classified as financial liabilities measured at depreciation cost or fair value through
profit or loss. A financial liability is classified at fair value through profit or loss if it is held for trading, is
a derivative, or is classified as such on initial recognition. Finamcial liabilities measured at fair value
through profit or loss are measured at fair value, while net gains and losses, including all interest
expenses, are recognised in the income statement. Other financial liabilities are subsequently measured
at depreciation cost wsing the effective interest method, Interest expenses and foreign exchange gains
and losses are recognised in the income statement. Gains or losses on derecognition are also recognised in
the income statement,

fiid) Derecognition
Fimancial assets

The Company derecognises a financial asset when the contractual rights to the cash flows from the
financial asset expire or when the Company transfers the rights to receive the contractual cash flows in a
transaction in which all key risks and rewards of ownership of the financial assets have been transferred or
in which the Company neither transfers nor retains all risks and rewards of ownership and does not retain
control of the financial assets.

The Company enters into transactions in which it transfers assets recognised in the statement of financial
position but retains all or almaost all of the risks and rewards of the transferred assets. In these cases, the
transferred assets do not cease to be recognised.

Financial (fabilities

The Company derecognises a financial liability when its contractual obligations are discharged, cancelled
of expired. The Company also derecognises a financial Liability when it terms have changed and the cash
flows of the madified liability differ significantly, in which case, a new financial liability is recognised at
fair value based on the changed terms.

Upon derecognition of a financial liability, the difference between the carrying amount and the
consideration paid (including any mom-cash assets transferred or liabilities assumed) is recognised in the
income statement.

fiv Metting

Financial assets and financial liabilities are netted and the net amount is presented in the statement of
financial position when, and enly when, the Company currently has a legally enfarceable right to offset
the amounts and intends to settle them on a net basis, or realise assets and settle the liability at the same
time.

Effective interest method

The effective interest method is a method of calculating the depreciation cost of a financial asset and of
allocating interest income over the relevant period. Effective interest rate is the rate at which estimated
future cash inflows, including any fees according to points paid or received and which are an integral part
of the effective interest rate, transaction costs, amd other premiums and discounts, are discounted over
the expected life of the financial asset or a shorter period if applicable.

Inceme from debt instruments, other than financial assets designated at fair value through profit or loss,
is recognised on an effective-interest basis.
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£. Accounting policies - continued
3.19 Financial guarantee contract and financial lability
Financial guarantee confroct

A financial guarantee contract is initially recognised at fair value and subsequently measured at the higher
af:

+ the amount determined in accordance with the expected credit loss model in accordance with
IFRS 9 and

= the amount initially recognised less, if necessary, the corresponding cumulative effect recognised
in accordance with the revenue recognition policy.

Financial llabilities, classification and measurement

Financial liabilities, including loans, are inftially measured at fair value less tramsaction costs and
subsequently at depreciation cost using the effective interest method, with interest expense recognised
on an effective-yield basis.

The effective interest method is a method of calculating the depreciation cost of a financial liability and
of allocating interest expense over the relevant period. The effective interest rate accurately discounts
estimated future cash payments over the expected life of the financial instrument or, where appropriate,
over a shorter period to the gross carrving amount of the financial asset or depreciation cost of the
fimancial lability, with the exception of financial assets less credit losses.

Financial liabilities are classified as financial liabilities at fair value through profit or loss when they are
held for trading or defined as such by the Company.

They are measured at fair value and the related profit or loss is recognised in the income statement,
except for changes in the fair value of liabilities which result from changes in the Company's own credit
risk that are recognised through other comprehensive income. The net profit or loss recognised in the
income statement includes interest pald on the financial liability.

3.20  Business segment reporting

The Company determines business segments according to intemal reports on the components of the
Company, which are regularly reviewed by the chief executive of business decisions (determined by the
Company’s Management Board) in order to allocate resources to segments and evaluate the performance
of their operations. Details of business segments are disclosed in Mote 5 to the financial statements.

3.21  Earnings per share

The Company presents basic and diluted earnings per share data for ordinary shares, Basic and diluted
eamings per share are calculated by dividing the profit or loss for the year applicable to ordinary shares
by the weighted average number of ordinary shares over the period,

3.22 Hon-current assets held for sale

Hon-current assets held for sale are intended to settle a separate debt to financial institutions that have
not waived the right Lo separate settlement in the pre-bankmnuptcy settlement procedure, Estimates of the
market value of assets were determined by the Company on the basis of calculations by independent
appraisers who determined it by the cost method, comparative method and/or income method, depending
an the type of asset. Additional information on valuation methods can be found in Hote 21,
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* 4.1.Key accounting judgements and estimates

Key judgements in applying accounting policies

The preparation of financial statements in conformity with IFRS reguires Management to make
judgements, estimates and assumptions which affect the application of policies and amounts disclosed for
assets, labilities, income and expenses. Actual results may differ from such estimates. Estimates and
associated assumptions are reviewed on an ongoing basis. The effect of an adjustment to an estimate is
recognised in the period in which the estimate is adjusted and in future periods if the adjustment affects
current and future pericds.

i) Revenue recognition

The Company recognises revenue and expenses under contracts from the design activity based on an
assessment of the degree of completion of the contracted work at the balance sheet date, which requires
a certain degree of judgement. If the outcome of the contract cannot be estimated reliably, contract
revenue is recognised to the extent that it is probable that the contract costs incurred will be
recoverable. Contract costs are recognised as an expense in the period in which they are incurred. If the
tatal contract costs are likely to exceed the total contract revenues, the expected losses are recognised
immediately a5 an expense.

ik Lifespan of property, plant and equipment

The Company reviews the estimated useful lives of property, plant and equipment at the end of each
annual reporting period. There were no changes in the life expectancy of non-current assets during the
year,

In the event of a change in useful life by «/- 10%, with other variables unchanged, the depreciation
expense would change by -/+ HRE 690 thousand.

fiii Impairment of assets

The Company regularly checks the recoverability of assets individually and if there are indications of
impairment, the same is carmied out up to the estimated recoverable amount.

fivi Fre-bankrupltcy settlement and going concern

The Company considers all relevant information related to all key risk factors, assumptions and
uncertainties that are clearly relevant to the Company's ability to continue as a going concern,

The Company continuously records the growth of operating operations, and on the other hand, actively
works on debt restructuring to financial institutions through the sale of non-operating assets and through
refinancing of the operational part of the debt. Considering the stable base of contracts, successful
deleveraging to non-financial institutions and all information on the course of debt restructuring to
financial institutions, the Company considers that it meets all business requirements under the assumption
of a business as & going Concerm.

v Valuvation of liabilities under o pre-existing settlement
The Company has reduced the liabilities related to the liabilities on loans that will be settled from the
Company’s assets, in accordance with the pre-bankruptcy settlement, to the fair value of the

corresponding assets. Manmagement has taken the estimated value of assets as a reference value of
liabilities.
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" 4.2.Determining fair value

The Company has established a control system within fair value measurement, which includes the overall
responsibility of the Management Board and financial functions related to monitoring all significant fair
value measurements, consulting with external experts and, in this context, reporting on the same to the
bodies in charge of corporate management.

Fair values are measured in relation to information collected from third parties in which case the
Management Board and the finance function are making valuations if the evidence collected from third
parties ensures that those fair value estimates meet the requirements of IFRS, including the level in the
fair value hierarchy at which those estimates should be classified.

All significant issues related to the fair value estimate are reported to the Supervisory Board,

Fair values are categorised in different levels in the fair value hierarchy based on the input variables used
in valuation technigues as follows:

s Level 1 - quoted prices (unadjusted) in active markets for identical assets and liabilities.

s Level 2 - input variables that do not represent quoted prices included in level 1, and are input
variables for assets or liabilities that are observable either directly (e.g. as prices) or indirectly
(e.g. derived from prices).

» Level 3 - input variables for assets or liabilities that are not based on observable market data (input
variables that are not cbservable).

The fair value of financial instruments traded in active markets is based on quoted market prices at the
reporting date. A market is considered active if the gquoted prices are known based on the stock exchange,
the broker activities, the industry group or the regulatory agency, and these prices represent actual and
regular market transactions under normal trading conditions,

The fair value of financial instruments not traded in active markets is determined wsing valuation
techniques. These valuation technigues require maximum use of observable market data where possible,
and rely as little as possible on entity-specific estimates. If all significant input variables required for fair
valuation are observable, the fair value estimate is categorised as level 2.

If one or more significant input variables are not based on observable market data, the fair value estimate
Is categorised as level 3.

The Company made the following significant fair value estimates as part of the preparation of financial
statements, which are explained in more detail in the following notes:

= Hote 14: Property, plant and eguipment

«  Hote 15: Investment properties

= Mobke 16: Investment in related parties and other investments
s« HNote 21: Non-current assets held for sale
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4.3.Impact of Covid 19 pandemic on Company’s operations

On March 11, 2020, the World Health Organization declared a global pandemic caused by the COVID-19
virus. On the same date, the Government of the Republic of Croatia adopted a Decision declaring an
epidemic of coronavirus in the entire territory of the Republic of Croatia.

During the COVID-19 pandemic in Croatia, the Company, as a provider of services of general economic
interest, I5 an important factor in ensuring the functioning of vital functions of the society in
extraordinary circumstances and therefore the Company's core business is not extremely affected by the
COVID-19 pandermic.

In accordance with the measures adopted by the Mational Civil Protection Headquarters, during the
economy lockdown in March and April 2020, the Company operated to a lesser extent, which had an
impact on the realization of planned income,

Im the rest of the year, due to reduced economic activities, a decrease in income and in the number of
concluded Contracts was recorded. Operational income in 2020 is lower by 10% or HRK 16.9m compared to
2019,

Since the beginning of the pandemic, the Company has taken and will continue to take certain measures
in terms of reconciliation of expenses with the generated income level, in order to preserve liquidity and
fimnancial stability,

4.4, Restatement of prior perfods

The Company’s annual financial reports for 2019 have been restated as follows:

For the period 31/12/2019 and 01/01/2020 in the annual financial reports, the positions of profit and loss
statement were adjusted - increase in other operational income from written-off receivables in the total
amount of HRK 219 thousand and costs of raw materials in the amount of HRK 41 thousand based on
correct recording of IFRS16 concluded in 2019, decrease in value adjustments of investments property
(HEE 181 thousand) due to the formal legal status and value adjustment of other receivables (HRE 109
thousand) for which the condition for adjustment in accordance with the Company's accounting policies
arose during 201%:

Madification

Original state Restatod state |-
Report on comprehensive income Hotes I-¥1f 2019 x|l 2019
{Tra thousamds HER)
Revenue from sale 5 173,492 173,492
Other operational income & 3,577 F1 3,796
Tatal revenue 177,065 219 177,188 :
Conts of raey miterisl snd service T

5T, 258 {48 157,299

Emplenyes expernses & |BE,514) ; 188,514
Value adjustments of current assets ® 8,927 i10%) B.A1E
Dither cperating Costs 10 101,238} i10,238)
Tatal cperating costy 1147.085) 1130) (147,235)
Operating income before depreciation and value
pdjustments of nen-current assets (EBITDA) ok = e
Deareciation 11 B, 754} (8,754
Walue -IIﬂ-:iLI'L-LI'I'IIEI-'IL".'l:II A-CLTerl atiafds iz w2 Iy [0 |1g3_|
Provistons L {443 - 443
Total operating costs (156,374} (251} {15&,625)
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4.4.Restatement of prior periods - continued

Operating profit/|loss)

Financial imcome

Financlal expensas

Het financlal expenses

Profit before tax

Income Lax expinie

Profit for the year

Cther comprehensive income

Revaluation of non-current assets, net of Lax
Exchangs rate differences

Adjustments through retained earnkngs
Other comprehensive (lossifprofit for the year
Comprehensive profit for the year

Core earnings per share (in HRK}

11

11

34

20,695 (33) 20,662
5,247 5,247
{14,982) {14,982)
(9,735) . (9,735)
10,960 (33) 10,927
5,704 )

16,664 33) 16,631

() {&)

18 18

(13) y (13)

(1) (33) (1)
16,664 (33) 16,631

17.76 27.10

On 01/01/2019 and 3171272019 in the annual financial reports the positions of assets were adjusted -
increase in tangible assets (HRK 1,079 thousand) based on recognition of IFRS16, decrease in value of
Investment property (HRK 101 thousand) due to formal legal status and other receivables (HRE 110
thousand) and the positions of liabilities - increase in liabilities HRE 1,120 thouwsand and accumulated

losses in the total amount of HRK 252 thousand,

Report on financial position

{in thowsonds HRK)

ASSETS

Intangitle asset

Property, plant and equipment
Inwestment properties

Inwespment in related parties and other investments
Given lpans

Trade recetvables and other receivables
HOH-CURRENT ASSET

Inwentony

Trade receivables and other receivables
Given loans and deposits

Accrued income and prepaid expenses
Contract asiel

Cash and cash eguivalents

CURREMT ASSET

Hon-current asset held for sale

TOTAL IH ASSET

Original
uml:-xn ap i biassgt
0% My
1,681 1,691
138,783 1,079 139,862
148 {101) 247
1048, 504 108,504
3,167 3,167
Lo 1,062
153,555 a7E 254,533
816 B1&
42,504 {1104 47,394
14,004 19,004
4,308 4,308
12,850 12,850
11,144 1,144
90,636 {110} 90,516
81,609 81,609
425,790 Baa 426,658
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4.4, Restatement of prior periods - continued

Report on financial pasition

EQUITY AND LIABILITIES =l T 2019
Share capital 116,605 116,605
Treasury shares i3, 196 i3, 196)
Reserves for treasury shares 1,444 1446
Other reserves 954 ¥34
Capital reserves (255) 1255)
Revaluation reserves 91,445 01,445
Accumulated losses (255,264} {252) (255,518)
TOTaAL CAPITAL (48, 265) (252) (48,517)
Liabilities for ioans and bormowings 48.707 1,420 49 8227
Frowisions B9 - E. 191
Deferred tax lHabilities 19.5%% 19,599
Trade payables and other Habilities 198 198
LOMG TERM LIABILITIES 76, 695 1,120 77,815
Liabilities for loams and borrawings 136,463 135,463
Trade payables and other labilities 49,551 49,951
Liabklities for advances received and deposits 130 330
Provisions 2,950 2,950
Contract liabilities 7,548 7,548
dccrued expenses and deferred income 118 118
CURRENT LIABILITIES 397,380 2 397,360
TOTAL iN CAPMITAL AND LIABILITIES 425, 790 B&S 476 658

In addition to the above, on 01/01/2019 in the financial reports’ liabilities - long term provisions and
accumulated losses - were adjusted by HRK 5.958 thousand, The mentioned modification refers to court
disputes initiated before January 1, 2019 and court fees based on the decision on enforcement from pre-
bankruptcy period, i.e. before 01./0172019;
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4.4, Restatement of prior periods - continued

Criginal Restated

Report on financial pesition state I-XIl  Modification state | -
2018 2019,

fim thousands HEK)
EQUITY AND LIABILITIES
Share capital 116,605 114,605
Treasury shares i3, 19 (3,1%)
Reserves for treasury shares 1,446 1,446
Other reserves 1,344 1.344
Capital reserves [255) 1235
Revaluation reserves 114,639 114,619
Accumulated losses {269, 162) {5.958) 1295,120)
TOTAL CAPITAL (58, 57%) (5,958) (64,517)
Liakilithes for loans and borrowings 711,230 B 231,230
Provisions 1,002 5,958 7,980
Deferred tax liabilities 25,304 25,304
Trade payables and other Habilities 198 198

N LR L SLITS 258,754 5,956 264,712
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5. Segment information

The Company fs organized into business units according to a combination of locations and areas in
construction, Business units are engaged in design, studies, supervision, consulting services, laboratory
services, research work and scientific research,

Reporting segments are an integral part of intemal financial reports. Internal financial reports are
regularly reviewed by the Company's Management Board, which is also the main business decision-maker
and evaluates business performance and makes business decisions based on them.

Internal reporting on segment results is adjusted for operations and key indicators for each segment
separately, so the disclosures of this information are adjusted for the current year and the previous
period.

5.1. Revenues and operating results by segments

The following is an analysis of the Company's revenues and results by reporting segments presented In
accordance with IFRS 8 and the adjustment of operating results by segments with profit or loss before tax.
Revenues from sales refer to income generated from sales to external customers. Sales between reporting
segments are eliminated in reporting. In the internal reports, the Management Board monitors revenues in
the net amount, i.e. sales income less the amount of the cooperation cost (shown in Note 7). Accordingly,
segment revenuwes are shown at that level,

segment revenues

fin thousands HRK) 2030 019
Department for Design 28 443 22,194
Department for Hydrotechnical and Geotechnical

Engineering and Environmental Prolection 11,848 21,360
Department for Professional Supervision and Project
Management 5% 610 36,618
Department for Materlals and Structures 10,476 19,914
RC Split .

RC Osijek .

RC Rijeka 113 e
Branch offices 1231 21,484
Management and SUPPOTT S&rvice 1,877 2,410
Total by segments 129,618 144,059
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5. Segment information - continued

5.2.  Revenues - by geographical areas

2020. 2019,
thais, HRK thous, HRK
Republic of Croatia 135,943 132.473
Foreign countries i 16,606 41.019
Total 156,549 173.492
3.3. Revenues by categories

. 2020, 2019,

thous. HEE thous. HEK
Revenue recognised over a pertod of time 126,299 140,736
Rervenune recognised at a point in time 30,250 11,756
Total 156,549 173,490

The Department for Design has as its core business the preparation of design and study documentation for
traffic routes - roads, rafbways and airperts, including all road structures on routes,

The Department for Hydrotechnical and Geotechnical Engineering ond Environmental Protection engages
in design and studies, proving usability, research and measurements, modelling, planning, in all
hydrotechnical areas as well as all activities required to solve engineering problems at the contact of soil
{rock) and building structures.,

The Department for Professional Supervision ond Project Management performs professional supervision
over the construction of buildings and project management in the field of civil engineering, building
construction and energy. In addition, the activity alse includes consulting services, performing
professional spatial planning activities, wrban planning, designing, preparation of feasibility studies,
preparation of expert opintons and reports, assessment of property value and construction costs,

The Department for Materials and Structures engages in Lesting and certification of building materials.
With about 600 test methods accredited in accordance with the standard HRN EM ISOJIEC 17025, our
laboratories meet the requirements of competence and make up approximately 60% of all laboratories in
Croatia accredited in the field of construction.

The regional centres of Split, Rijeka and Osijek participate in almost all major and significant projects in
their fields in the form of providing services, like making studies, designs (routes with all associated
facilities, hydraulic structures, buildings, etc.), conducting expert supervision and providing consulting
services, performing research work, laboratory testing and proving usability, and scientific research work
in the field of construction.

The accounting policies of the reporting segments are the same as the Company's accounting policies set
out in Hote 3.20. Segment revenue represents the profit made by each segment without allocating central
administrative expenses, provisions, other income, and financial income and expenses. The Company does
not allocate assets and liabilities by segments.

a7
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&, Other operational income

2020 2019 restated
Description thous, HRE thous, HRE
Income from liability write-off 10,084 810
Income from compensations, subsidies 4,479 54
Income feom sale of assets 3,209 .
Revenue from leases 1,876 {1,743
Inceme from reversal of value adjustment and provisions 1,604 231
Income from collected receivables written off 1,051 525
Income from compensation for damages 577 7
_ﬂther incame 1,234 A28
Total 24,115 3,796
7. Cost of raw material and services
— 2020 2019
Descript —_— o . 4
ki B thous. HRK thous, HRK
restated
Costs of raw material 1,572 1.077
Costs of energy 4,688 6,119
Costs of small inventory and spare parts 673 G2
Transportation, telephone and mail costs 1,190 1,724
Coaperants coats 26,931 19,434
Caosts of manufacturing senvices 1,033 1,208
Utility costs 1,185 1,196
Maintenance costs 2,144 1,301
Rental cosis 4,295 7193
Other external costs 4,020 5,865
Total _I?, 733 57,299
. Employee expenses
2020 2019
Description thous, HRK thous. HRK
Het salaries 56,708 53111
Taxes, contributions and similar expenses 31,019 18,067
Compensations for employess (travel expenses, daily allowances,
transposiation) 6,373 6320
Severance payments, benefits and other substantial employee™s
rights 1,576 995
Fees, severance payments and benefits above the taxable amount 9 3
Tatal 95,684 88,516

On December 31, 2020, the Company had 535 employees (2019: 469 employees). In 2020, non-taxable
severance payments were paid to 11 employvees in the amount of HRKE 112,5 thowand (2019: for 26
employees in the amount of HRK §19 thousand).

During the period, the Company calculated the contribution for mandatory pension insurance for 573
employees in the total amount of HRK 14,451 thousand (2019: for 503 employees in the total amount of
HRK 12,123 thousand).
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9. Value adjustments

2020 2019 restated
Description thous. HRK thous. HRK
Valwe adjustments of non-current assets
Value adjustment of investment properties - 1
Value adjuwstment of share in associates - 18
Walue adjustment of given loans and other Tinancial asets - 54
- 193
Value adiusirmiits of current asseds
Value adjustment of trade receivables 1,078 (7,154)
Walve adjustroent of given loans and other financial assets i (1,639
Yalue adjustment of other receivables 157 178
Tatal 1,235 (8. 817)
10. Other operating costs and provisions
2020 209
Description thous. HRE thous, HRK
Costs of legal, consulting and auditing services 1,577 1,765
Bank fees and commissions 1,232 1,356
Other expenses 3110 Lrd |
Penalties, etc. EO 837
INSUFARNCE Prediums 1,101 994
Contributions to public bodies and fees 1,305 1,540
Representation costs B4 513
Training and education costs 264 182
Taxes that do not depend on business results 77 a0
Expenses from sale of non-ourrent asseis 1.084 1,570
Total 12,134 10,238
2020 iy
Description thous. HRE thous. HRK
172 -
Costs of legal, consulting and auditing services 390 443
571 443

_Total
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11. Financial income and expenses

2020 2019
Description thows, HRK thous. HRE
Financial income
Income from exchange difference 4,015 1,879
Interest income 388 1.168
Income from lkability write-off 703 *
Income from the sale of shares 197 :
5,003 5,247
Financial expenses
Expenses from eschange difference 6,995 3,630
Interegt expenies 6,352 11,174
Unrealized Losses from financial assets 1,479 5
Other financlal expenses 117 78
14,943 14,982
Met financial expenses (9,940) i9,735)
12, Income tax expense
Tax income includes:
- 2020 FIER
Description thous. HRK thous, HRK
Deferred taxes = 442 3,704

Adjustment af effective tox rote

The following table shows the reconciliation of the tax expense presented in the report on comprehensive

incorme with the statutory tax rate:;

2020 019
Description thows, HRK thous. HRE
Profitfloss before tax 1,011 10927
Tax ab the rate of 18% (2019: 18%) 182 1,973
Effects of non-taxable income and other reduced Lax bases (3,871) (2,400)
Effects of unrecognised expenses and ather increases of the tax base 4,035 7519
Uitilized tax losses of previous years for which no deferred tax asset is
recagnised
Effects of Lax logses not recognised as defermed tax assets (346} (7,092
Presdously recognised deferred tax labilities 443 5, T4
Income tax expense 447 5,704
Effective tax rate 44% 2%
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12, Income tax expense - continued

Unused tax losses from previous periods amounted to HRK 51,371 thousand and related to tax losses from
2017 that are usable until 2022, In 2020, the Company used the tax loss to reduce the tax base in the
amount of HRK 1,921 thousand, The total amount of tax losses for transfer is HRK 49,451 thousand and can
be uwed until 2022,

Amounts of unused tax losses are not used to recognise deferred tax assets in the financial position report
because it is not probable that sufficient taxable profit will be gained for the utilisation of deferred tax
assets,

The Company did not recognise deferred tax assets in the total amount of HRK 2,823 thowsand due to
temporary differences based on value adjustments of long<term and current financial assets, value
adjustments of receivables and non-deductible provisions. At the same time, the company used
unrecognised deferred tax assets (reduced the income tax base) in the amount of HRK 3,065 thousand on
the same basis (value adjustments of receivables and financial assets, reversal of provisions) and in the
amount of HRK 345 thousand from the use of transferred tax losses.

Deferred tax liability arises from the following:

Through
Through Closing
2020 fin thowsands HRK) initial state cagtial pmﬁltn:; i
Temporary difference:
Revaluation of non-current assets | 19.599 (33) (442) 19.124
19.599 {33) (442) 19.124
2019 jin thousands HRK)
Temporary difference:
Revaluation of non-current assets 75 304 i1 (5.,704) 19.599
25,304 (1) (5, 704) 19,599
2018 (in thouwsands MRK)
Temporary difference:
Revaluation of non-current assets _ 26,091 (85) (702} 25,304
26,091 (B5) (702) 25,304
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13. Intangible assets
As5ets in

{in thowsands HRK) ng:: E#:Pp:ﬁ?:: preparation T
For the year that ended en December 31,

2019

Balance as on January 1 1,712 1 1,733
Hew purchase : 1,254 1,254
Depreciation of the current year i1,292) - {1,292)
Reducticn {1 i1
Value adjustment {2} {21
Transfer 1o use 1,235 i1,235)

Balance az on December 31, 2019 1,655 kT 1,691
Balance as on December 31, 2019

Purchase value 23,530 3,900 27,430
Accumulated depreciation {21,875) 13.864) 125,739)
Het book value 1,655 36 1,691
For the year that ended on December 31,

2020

Balance as on January 1 1,655 36 1,691
Hew purchase AR - 486
Depreciation of the current year i1,085) i3 i1,088)
Balance as on December 31, 1020 1,057 33 1,089
Balance as on December 31, 20720

Purchae walyue 24,018 1,900 27,914
Accumulated depreciation (22,560) i3.867) (26,827}

Met book value 1,056 13 1,089
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14, Property, plant and equipment - continued

Assets in preparation relate to investments in the construction of an office building at the location of
Janko Rakusa 1 in Zagreb,

Estimates of the market value of real estate for revaluation purposes were determined by the Company on
the basis of caleulations by independent appraisers who determined it by the cost method, comparative
method and/or income method, depending on the real estate type,

Estimates of the market value of laboratory equipment and measuring instruments for revaluation
purposes were determined by the Company based on the calculations of independent appraisers who
primarily used the cost method as the most appropriate one, because it is based on the application of the
economic principle that for the property the buyer will not pay more than the price he would pay for the
assets of equal utility in the event of a new purchase or construction. On December 31, 2020, the net
book value of revalued equipment before revaluation would amount to HRE 725 thousand (December 31,
2019: HRK 802 thousand).

In previous years (2013 and 2016), the Company concluded financial leasing agreements which financed
the purchase of equipment - a system for recording the condition of pavements and devices for testing
friction. Leasing fees are settled in 60 installments that contain interest determined at varfable Interest
rates. On the day of concluding the cantract, the effective interest rate for the friction testing device is
6.07% and for the pavement recording system is 6.01%.

2030

thous. HRK

Costs of capitalised financial leases 1.993
Accumulated depreciation {1,132
Het book value } 861

i Estimation method and significant input variables

The following table summarizes the fair value estimate methods and techniques and the significant input
variables ised in the valuation:

i gnificant input variables that
Methods and techrigues for valuation & not observable

iLand and buiidings -
orrection factors in calculating the
alr walue estimates of land and buildings were conducted by certified rket price.

appraisers, Depending on the purpose of the assets, the markel method [by
oping the cost method), the income method and the residual method Wverage rate of return - 7 - 9%

re L,

ng other factors, the estimated
The calculation of the property market value by developing cost method is discount rate considers the guality
obtatned by calculating the value of newly buill property and it reduction the property and its lecation and
clue to tirme impact on the wear and tear of the building, structune, finishing fthe currently achievable lease terms
works, etc. The price thus obtained is adjusted to the market price by a [in a similar geographical location for
number of factors that are specific 1o the abserved property or land. comparable property Lype.

[The income valuation method considers the present value of the net cash Bpecific costs in determining the net
flowsd that the ddset could generate from the lease taking into account the cash flow for the Income method,
cxpected net lease based on comparable transactbons.

apecific costs of construction,
he residual method &5 based on an investment analysis and & aimed at financing period, interest rates,

determining the value of the land planned for construction. It is applied as required sales margins and other
oo project develogment, i the investor wants to determine the gosts in calculating the residual

maximum value of land that needs to be paid in erder foe the project to be method.

realised profitably.
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ignificant input variables that are

L\Hhﬂdimd techniques for valwation observable
quiprmend
air vlue estimate of the equipment was performed by certified appraksers. rrisckion factors in calculating the
cost method and the DCF method - the recapilalization method were price.
in the valuation,

E;Imath'li the value of eguipment by the cost method involves determining g otiser factors, the estimated

the value of physical, functional and economic absolescence of equipment, discount rate is the expected rate of
e cost value is determinged based on the book value from the register of Feturn that the market requires in
ixed assets, In the valuation process of physical obsolescence, the existing Drder o attract funds for a particular

[asset life, total service Life and remaining useful life are analysed, for each Jnvestment.

dluation tool separately. Functional obsolescence takes into account the

bility to perform a functlon for the remaining lifespan, The model of

¢ obsalescence and the model of economic indicators are used in the

luaticn of economic obsolescence

The DCF method is a variation of the income approach whensly the markey Specific costs in determining net cash
value of an asset fs based on the estimated future cash flows expected to be [flow in the DCF methad.
generated by the operation of machinery and eguipment.

15. Investment properties

020 2019 restated
Description — thous. HRK thous, HRE
Balance as on January 1 48 148
Value adjustment over the period (101) {101}
Balance as on December 31 247 247

Imvestment property with an acquisition cost of HRK 18,263 thousand (2019 HRK 18,263 thousand) is
pledged as a guarantee of a credit obligation with a commercial bank. Because the property is
encumbered by a lien for ather people’s credit obligations, the Company recognised an impairment loss on
the property in the amount of the acquisition cost,

The company additionally adjusted the value of the land in Rijeka in the amount of HRE 101 thousand due
to the estimate from 2016. when it was established that there are no legal grounds to take possession of
the samse,

Voluation method and significant input variables

The following table summarizes the fair value estimate methods and technigues and the significant input
variables wsed in the valuation:

' ignificant input variables that
and technigues for valuation re not observable

and bulldings I

hie valuation methads and technbgues are bdentical to thode used i Lhe Lignificant wartables are shiwm in
valuation of Land and buildings in Mote 16 (i) Hote 16 (i)
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16. Investment in related parties and other investments

J0ED 2019
DESCRIPTION thous. HRE thous. HRE
Imvestment in related paries B4, 165 . 968
Investmint in associates 15,000 15,000
Given deposits B 511 536
Total IRAETE 108, 5044
fnvestment in related parties
020 in9
thare inpwnership

iy Ehwairsants HER) Share in ewnership

and voting rights (%) Bock value ant voting r#;;.'; Book value
IGH Mostar d.o.0,, Maostar 100,00 s, D08 100,00 005
IGH Busines, sdvivary d,o.0., Zagreb 100.00 127 100,00 17
Irnorg .G, Zagrel 108,00 0 100.00 0
Prajekt Solta d.o.0., Tagreb . . . i
IGH Pl-l:rjl'.'l_l.l.lrmje d.auo., Tagreb 100, 00 6,103 100, (0 6,103
Radeljevic d.o.0., Zagreb 10, B0 116,827 100,00 16,57
IGHM Consulting d.o.0., Tagreh 100,00 100 100, 00 100
bP AQUA d,0,0., Jagreb 100,00 453 100.00 452
Projextnd birg P 45 d.0.0., Lagreb . . 100,00 18,564
ETE Eronomska tehnidki zaved d.d., Osijek #7.70 &, GEd .70 .l
1GH d.o.o. MoSLar, Mostas 80,00 1,131 000 1,131
1GH Kosova Sha Pridting T4 .80 1% T4.80 L)
IGH Montenegra d.a.o., Podgorica 100,00 + 104,00 .
Value adjusiment of invesoment in related
parties (53,418) (63,179)_
Total £4,185 52,968

£ i/ The decrease in investment refers to the sale of the company P45 d.o.0.

On 10/01 /2020 the Company sold its shares in the company Projektni biro P 45 d.o.o. The amount of the
transaction amounted to HRK 9,200 thousand, while the value of the share amounted to HRK E,B03 thousand,
Through the sale, the Company made a profit in the amount of HRK 396 thousand. The senior debt in the
amount of HRK 9,200 thousand was settled from the aforementioned sale.

Valuation method and significant input variables

The following table summarizes the fair value estimate methods and technigues and the significant input
variables used in the valuation:

hods and techniques for valuation gnificant input variables that
riot abiervible
1
Fair value estimates of investments in associates were made wsing the methed [ Significant variables are
ppplicable o each individual company. The following methods were wed: khown in Mote 16 {1].
i+ Real estate appraisals of the observed company conducted by certified | Projections of future cash
ppratsers (methods described in Note 16 (i)} flows with wsed growth rate of

= Estimation of the recoverable amount of the assets, Liabilities and capital of o
he observed company a3 at 31 December
fections of future cash flows
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Investment In assoclates and ather investments - continued

Investments in associales

Investments in associates relate to companies in which the IGH Institut d.d. has no independent control over
management, regardless of ownership interest.

{fn thowsands HRK) 2020 2019
Share in LShare In
awnership and Book value damership and Bock value
voting rights (%) voting rights (%)
Elpida d.o.0. Zagreb 50,00 31,300 50.00 31,300
Institute for infrastructure projects, Softa 50,00 ] 50.00 g
Sportski grad TPN d.o.o. in liguidation,
Split #0.00 3 40.00 8
Auto cesta Bar Baljare d.o.o., Split fif - - 40,00 ]
Contar Gradski podrum d.o.o., Zagreb 37.50 21,533 1150 21,533
Prvi ermogorski autoput d.0.0., Podgorica .00 ; 25.00
Value adjustment of investment in
associabes (37,850 (37,85%)
- 15,000 15,000

Tatal

{1 ¢ The company reversed an entry of the shares of the associated company Auto cesta Bar Boljare d.o.o.,
aplit, considering that it was deleted from the court register in 2020,

Investments in associates relate to companies in which the IGH Institut d.d. has no independent control over
management, regardless of ownership interest,

— -

DESCRIPTION

Investing in shares in investment funds

Minaes: Value adjustment of shares in investment funds

2020 FIVE]

= thows. HRK thous, HRE
1,197 2.297

(2,297 i(+.297)

Total
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16, Investment in related parties and other investments - continued

Participating Inberests
2020 2019
: DESCRIFTION thous, HRK thows. HEK
Geotehnika-infenjering d.a.o.. Tagreb 62,790 62,790
Komstruktor-infenjering d.d. 759 59
Viktor Lenac d.d. Rijeka 47 a7
GP Dubrownik d.d. in liquidation, Dubrownik 7,694 1,694
Medirmurje beton d.d,, Cakoves 383 383
Industrogradnja Grupa d.d. E o irn
Elektrometal d.d, Bjelovar 17 17
Value correction of participating interests (&7, 061) (67,062)
Tatal - -

The Company has participating interests in several companies that are value-adjusted and their book value

is reduced to zero.

17, Inventory

S 2020 019
DESCRIFTION thewn, HRK thous, HRK
Production in progress 247 47
Goods for sale 569 569
irmventany of finished goods 113 113
Minus: value adjustment of finished goods inventory {113} (113}

Tatal
‘ota 816 B16

Unsold business premises pledged as collateral for received loans are also recorded in inventories (Mote 27,
the book value of which has been reduced to zero by value adjustment. Their decrease was caused by the
sale of part of the business premises, which resulted in the closure of related credit liabilities.
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18. Trade receivables and other recelvables

2019,

2020 restaled
DESCRIPTION thous. HRK thous, HRK
Han-current receivables
Receivables for apartments sold with deferred payment and other
receivables B18 1.063
Cuwrrent recefvables
Trade receivables TB,05% 9621
Minar: Value re-adjustment of trade receivables (44,613} {42,920
Receivables from the state and state institutions 1,363 1,019
Receivables from employees 727 55
Recoivables from relaved companies 2,372 3,757
Minug: value re-adjustment of receivabldes from related companies (2,078) 2,347)
Becelvables for given loans 2,080 2157
Dther receivables 286 352
Total 38,197 41,354

The following tables explain the changes in the value adjustment of trade receivables according to the

simplified ECL model between the beginning and the end of the annual period:

December 31, 2019

Balance on January 1, 2019

Mewly created expected credit loss
Rewergal of previous credit loss

2019
thoiws, HRK
53,263
1,476
i10,472)

Balance on December 31

45,267

December 31, 2020

Balance on January 1, 2020

Hewly created expected credit loss
Reversal of previous credit loss

2020
thous., HRK
45,167
[280)
1,700

Balance on December 31

4h, 6%0
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18, Trade receivables and other receivables - continued

To reduce the value of trade receivables, the Company applies a model based on expected credit losses
isimplified approach) in accordance with the requirements of IFRS 9 and the amount of impairment does
not have a significant impact on the financial reports. The Company continues to apply value re-
adjustments based on proven losses when the conditions arise.

Thee age structure of trade receivables and other receivables was as follows:

December 31, 2020 fin thousands HRK)
Gross Walue re- Het ;
amaunt adjustment prn
Mot due 24,811 24,811
O-&0 days 3,842 [ 246) 3.5%
60-120 days 1,163 . 1,163
120-180 days 1.11% - 1,119
180360 days 3,325 ' 1,385
over 360 days 46,170 (46, 444) [274)
80,430 (d&, &90) 33,740
December 31, 2019 fin thousands HRK)
Gross ¥alue re- Mot
amaiant adjustment ALt
Mot due 15.632 {125} 15,507
0-60 days 3,925 (155) 3,770
60-120 days 1,659 (174} 1,525
120- 180 days En (193] LTk
180360 days 1.419 (322) 1.097
over 360 days 49 832 _QIH,HI'EI 5,534
83,378 145,267 38111
19. Given lsans and deposits
2010 2019
Description thous. HRK thows. HRE
Long term loans given
Loans given to related companies 3,215 3167
Loans given (o thind parties z k
3,235 1.147
Shoert term leans glven
Loans given to related companies 367 151
Loans given to third parties 113 115
Given depasits 13,332 18,228
Interest receivables on loans giwen 624 303
Expected credit loss {114} _{114)
24,332 19,004
Toeal 27,547 22,171
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19, Given loans and deposits - continued

Loans to related companies are approved without interest or at a certain interest rate, whereby the
interest rates prescribed in Art. 14 (3) of the Law on Corporation Tax are taken into account to determine

the income tax base.

20, Cash and cash equivalents

2020 2019
thous. HRK thous, HRK
Balance on giro accounts 4,837 &, 559
Cash on hand ¥ 13
Balance on foreign currency accounts 3,102 4,172
Total 7946 11,144
Dverview of cash and cash equivalents by currency
2020 FLiL ]
thows, HR thous. HRK
HRK 4,844 &, 960
GEL 583 3,141
Bt 661 138
EUR 1,826 ag4
Other currencies a1 10
Tatal 7,946 11,144

52



INSTITUT IGH d.d.
MHotes to the financial statements
~for the year ended 31 December 2020

21. Hon-current assets held for sale

= 2020 019
DEEI:HIFTI'DI'-I__ . thows., HRK thous, HRE
Purchase value
Balance as an January 1 81,600 108,025
Sale - (24, 009) {26, 416)
Balance &% on December 31 57,600 81, 609

Mon-current assets held for sale are intended to settle a separate debt to financial institutions that have
not waived the right to separate settlement in the pre-bankruptcy settlement procedure. These assets
relate to buildings and Land.

Liabilities 1o secured creditors for 2020 (Note 27), who have registered liens on assets classified as non-
current assets held for sale, amount to HRK 57,600 thousand (more detailed explanation in Mote 35). The
assets have been reduced by HRK 24,009 thousand as a result of a property sale in Velika Kopanica. The
sale of the property reduced the principal of the debt of separate creditors by the same amount.

i) Valuation method amd significant input variables

The following table summarizes the fair value estimate methods and techniques and the significant input
variables used in the valuation:

Methods and techniques Significant input variables

for valuation that are not observable

Fair value estimates are made using the method applicable for Significant variables are shown in
' were used: Note 3.9 1)

*  Real estate appraisals conducted by centified appraisers Separate debt extent

imethods described in Hote 3.9

*  Review of the secure creditors’ rights
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11, Prepaid expenses

2020 e
DESCRIPTICH . thous. HRK thous. HRK
Prepaild expenses 5.137 4,03%
VAT on advances received 27T 175
Advances received 1,065 >
Total 8,379 4,308

23. Assets and liabilities under contracts with customers

The following table presents information on trade receivables and payables, based on the construction
contract, for which on the reporting date the Company reported trade receivables under a contractual

obligation or liabilities to customers under a contractual obligation:

December 31 December 11

2020 29

DESCRIFTION thoss, HRK thoars. HRE
Contract assets from contracts with customers 15,254 12.975
Expected credit loss (117) {125)

15,137 12,850

Contract lability from contract with customers 3,875 7.548
3,875 7,548

Total

Contractual assets primarily relate to the Company's rights to compensation for work performed but
not collected at the reporting date. Contractual assets are transferred to receivables when the rights
become wnconditlonal. This wually happens when the Company issues an invoice to a customer, A
description of the methodology for calculating expected credit losses on contractual assets is described

in Mote 31.

Contraciual obligations primarily relate to deferred income for construction work, for which revenue is

recognised over time,

The remaining fee under cantracts under which contractual assets were recognised as on December 31,
2020 amounts to HRK 18B,706 thousand (2019: HRK 133,969 thousand). Over the one-year period,
revenues in the amount of HRK 2,285 thousand were recognised, and they relate to contracts under

which a contractual obligation was recognised on January 1, 2020,
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24, Share capital

Humbser of Humber of
Ownership Ownership
shares shares
2010 share 20E0 2019 share 2019
AVEHUE ENGIHEERING AND COMITRUCTION LTH 139,500 30.00% 719,500 30035
AVEMUE ENGIMEERING AND COMSTRUCTION LTD
111 78,500 12.30% 75,500 12.30%
IHSTITUT IGH, B0, 13,359 I 18% 11,385 PTG
ARCHMAR D00, 13,500 L% 4,990 T35
AGEAN INYEST DO, 9,055 128K 10,086 s
FRIVEEDNA BANEA TAGRER D.D, 7,754 1.26% 7 895 1.29%
MIHALIEVIC BRANKD &, 1E) 1.0k 5 630 0.52%
MARLIS BHMA 5,000 0.81% 2,791 0.45%
PR - IMZEMJERING D,0.0, 4 512 0. 74% : 0, 0ffe
Other sharefaolders 240 148 1‘!:13!.' 201,958 33-.1]-'91._
&1, 709 100% &13, TR 1007%

The share capital of the Company consists of 613,709 shares marked IGH-R-A, ISIN: HRIGHORADDOS,
with an individual nominal amount of HRK 190.00 and amounts to HRK 116,605 thousand, The shares
are listed on the Official Market of the Zagreb Stock Exchange. Each share has the right to vote at the
General Meeting and the right to a dividend.

Pursuant to the pre-bankruptcy settlement concluded on December 2B, 2013, creditors within PIK and
Junior debt have the right after the final maturity of & years to convert their remaining claim into
share capital and thus become part of the Company's ownership structure, up to 20% of share capital.
PIK debt represents 63.6% of debt to banks in pre-bankruptcy settlement, which will be repaid once in
& years with a fixed interest rate of 4.5% per annum, which will also be repaid upon maturity of the
total debt. After the expiration of & years, creditors have the right to use the option of debt-to-equity
conversion up to a maximum of 20% of the share capital at the time of conversion. Details of the pre-
bankruptcy settlement are described in Hote 35,

Given the above, the Company has an obligation to calculate the probability and amount of debt-to-
equity conversion. Due to the high uncertainty of significant variables in the calculation, the Company
did not calculate nor recognise the equity companent as on December 31, 2020,

55



INSTITUT IGH d.d.
Hotes to the financial statements

15, Reserves

for the year ended 31 December 2020

Legal reserves are formed in accordance with Croatian regulations according to which the Company is
obliged to enter in legal reserves one twentieth (5%) of the current year's profit, until these reserves
together with capital gain reach the amount of five percent (5%) of share capital. This reserve as well
as the reserve for tréasury shares is not distributable,
The company has 13,359 treasury shares. Treasury shares are stated at acquisition cost and are

released wsing the weighted average cost method,

DESCRIPTION

Balance a% on Jamuary 1
increase throughout the year

Balsnce &2 on Decermber 31

Balance as on tanuany 1

Increase throwghout the year
dowarded shares
Balance as on December 31

HWumber of Humber of
treasury shares treasury shares
3122020, 3.2, 2019,
13,359 13,359

13,359 13,359
Humbrer of Humber of
treasury shares treasury shares
31.12. 2020, 3112, 3019,
13,359 1,17

. 10,080

13,359 13,356

The Company’s Management Board exercises the right to awarded and option shares, but on that basis
no shares were allocated during 2020, while the remaining amount will be allocated in accordance
with the Comparnys capabilities in the coming years. The net value of liabilities for premium and
option shares is stated in Other reserves according to the market price of the share an the repaorting

date.

26. Revaluation reserves

fin thousonds HREK)

Balance as on December 31, 2018

Transfer to accumulated losses

Exchange difference on translation of foreign
operations

Reduction of revaluation because of a one-time
write-off

Balance as on December 31, 201%

Transfer to accurmudated losses

Exchange difference an tramslation of foreign
operations

Reduction of revaluation becaute of a one-time
write-off

Balance as on December 31, 2020

|'In|!.|l'|-1!u|'r'-l-|‘|t lrmiﬂ‘lrt;::l:: Total
M-I'IEIHI' T _ql:!tratinn:
115,275 (636) 114,639
{23,204 (23, 206)
’ 18 18
Hgllﬂ 1b_r_
92,063 {618} 91,445
i(1.B48) 11,848
411 411
— (3.093) _ {3.083)
ar.1ii {207) B&,915

Revaluation resenves are not availatle for distribution to shareholders,
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7. Liabilities for loans and borrowings

2020 01y
thous, HRK thous. HRK
réesiated
Mon-current debis
Bank loans - PIK debt Jif -
Bank loans - junior debt /! + !
Bank loans - sendor debt /il¢ 7,203 43 045
Bank loans - other i .
Liabilities for lease 13,221 B, 265
Liabilities for accrued interesis - -
Other debts 526 497
Total 40,951 % 817
Cwrrent debis
Bank loans - PIK debt fHif 131,045 129,589
Bonds fsomed Flf 46, 964 70,973
Bank koans (Creditors with separate satisfaction right] /v 25,622 25,622
Bank loans - junior debt fivi . 7693
Bank lgans - current maturity of senigr debt Fiil/ 52,832 53,217
Bank lzans - ather v f
Borrowings from related companies 1,281 1,158
Liabilitbes for lease 6,416 &5
Other debits 1,372 M0
Liabilities for accrued interests 54, 754 4, i
Total 120 288 136,443
Total loans and barrowings 361,240 386,290

57



D&T'oRE T L9 BsL'L s EL6 04 1961 E69°L 18796 605 6TL 6107 JSquiandg 1§ Uo W
TETLL Lar01 (31 ¥ 82 73 B3R
afueyna uliasy
'S ity . S
LA RRrSSE J0F arfE |
Lig Lin PRaA R LR
7735 ) 665" 2} TuaLstee ) Lo Loy
owL'L st FHSHN JO voriEpdde 1504
12521 igt1) I£a) I#21*1) Ivmg*sh L e
* - 0zt : BIOT WO UOETIATY
L0 wOR 10T 9E 0% LGE'L TS 'S LT bk T S5 E0L BSL6T1 G102 AIRTONT L U0 By
DA RO I
2 ST BT
Jaqu 5309p pree. panss HFya af FLity Mkl p—
mey SR Fﬂﬂﬂ B0 iﬁ" _.._._.:._n_uﬂ T e WOl WSSMO) - ep ol aep sjues o ___.__._._m : il
Hin UG SURG] juRg = U] yueq = SOy gueg
' Fi " ] ] W i .
062" 19E FiLFS bE8'L T BE9'6L b RS LE0"0R SHO'LEL 0707 JSqUaag | § uo Sy
T — i
[T izel fgd SE0'L 95kl 23uuajip aBungi uliai0g
i) * o SHUIRY) J0 syjiel)
L0907 Ik Al | ooz L . Pl LB
iFS0'wEl LR d . 1600 kg lEes'L) e R AR S0 b
LEED'OTD 1Z19 FFd IraetLl 17eg fih i
azi'l SI0E
0 Tl o e dul)
DLLGRE T £ Ll 0zE's e 95 EBS'L Fi-T BBE TL 0707 Asenusy | uo 5y
ARRA HEDY JBN
Rl by oy "
— A L1500 PAIER R A0 g panssE  ga) (ESSMD)  Ja 1GeP Iolunl I 1999 Jojuas £l 190 (uTsoya Mo L)
S0 WHRA SRR Fpucg -l g = SLIBD| W] - SAI| Yy Hid - Umny yueg
0 SR ehighiniiog

PanUIE0D - SEUpMOIIOG pUR SUTO] JO) SR LT

0207 J3qwa3aq L{ papua Jeak ay) 1oy
SIUBLLIAIRIS |RIDURUL ST OF SAL0N
"P'P HOI LALILSHI



INSTITUT IGH d.d.
Hotes to the financial statements
for the year ended 31 December IEIIH_

27. Liabilities for loans and borrowings - continued

Hon-monetary repayment refers to the closing of liability after the sale of real estate in Velika Kopanica
(Hote 23).

/1! Loans received from banks in the amount of HRK 131,045 thousand (2019: HRK 129,589 thousand) as
well as liabilities under issued bonds in the amount of HRK 46,964 thousand (2019, 70.973) are secured by
pledged land and buildings of the Company, pledged shares in related companies and pledged stocks of the

Company.
By pre-bankruptcy settlement, creditors claims are classified into the following categories:

FiiF “PIK™ is part of the claim that will be settled by selling the pledged property of the debtor or related
companies. Final maturity of PIK claims is 6 years from the finality date of the decision approving the
settlement, with interest of 4.5% per annum, which s also pald upon final maturity.

i/ "Senior debt” is part of the creditors claim that will be settled in instalments in accordance with the
provisions of the settiement and of the additional agreements with category a) creditors, with an interest
rate of 4.5% per annwm in seémi-annual instalments due on 30 June and 31 December each year.

fivd “Junmior debt” is part of the creditors’ claim that will be settled in a manner determined by the
settlement. The final maturity of the junior debt is 6 years from the finality day of the Decision on Pre-
Bankruptcy Settlement. Interest at the rate of 4.5% is calculated annually and matures once-only wpon the
final maturity of the junior debt.

/vl Creditors with separate satisfaction right have not waived their right to separate settlement in the pre-
bankruptcy settlement procedure and have the right to initiate separate enforcement proceedings for the
purpose of the sale of real estates and settlement of their claims. In the event that the funds obtained
through the realization of the pledge are not sufficient to cover the secured claims, the creditors with
separate satisfaction right do not have the right to settle up to the entire amount of the secured claim:
their claim is considered fulfilled by the realization of the pledge. Based on these loans, the Company has
no liability for repayment of the principal or the interest from regular operations: the settlement is
exclusively from the sale of pledeed real estate.

{vi! Bonds fssued

On & June 2012, the Company issued bonds with the right of conversion into shares in the amount of EUR 10
million for the purpose of partial rescheduling of labilitbes for previowsly issued financial instruments, and
financing of working capital.

On 10 June 2013, the FIMA Settlement Council issued a Decision on the opening of pre-bankruptcy
settlement proceedings for INSTITUT IGH d.d. Conwvertible bend holders, as creditors with separate
satisfaction right, have not waived their right to separate settlement in the pre-bankruptcy settlement
procedure and have the right to initiate separate enforcement proceedings for the purpose of the sale of
real estates and settlement of their claims. In the event that the funds obtained through the realization of
the pledge are not sufficient to cover the secured claims, the bond holders do not have the right to settie
up to the entire amount of the secured claim; their claim is considered fulfilled by the realization of the
pledge. Based on these bonds, the Company has no liability for repayment of the principal or the interest
from regular operations; the settlement is exclusively from the sale of pledged real estate.

The value of land and buildings pledged amounts to HRK 46,964 thousand, and the value of liabilities for
bonds is adjusted to the stated amount.
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7. Liabilities for loans and borrowings - continued

Analytical overdiew of liabilitkes for loans and other borrowings s as follows:

Currency ln::tr:n 2020 w::a:, ;';; :a-a.ri D;:.:ri
Financial ligbilities
Commercial bank EUR 4, 5 Qa3 416 576
Commercial bank HRE . 50% o 0 .
Unrelated legal entities EUR 4,508 239006 235,957 1,048
Unrelated legal entities EUR 450 24172 o 24172
Liabilities for accrued interests HREE 189 389
Mon-interest bearing other llabilities to creditors with separate satfsfaction right
Unrelated Legal entities EUR - 534 534 . . -
Unrelated legal entities EUR - 14,333 14,333
Unrelated natural persons ELIR - 12,41% 12,419
mmm from ather financial HRK R 836 836
Bonds EUR - 46,964 46 D64
Other financial linbilities
x:’fﬁngs from redated legal HRK 3% 1,346 1,346
S ORI LI W IR Lot HRK ~ 4.50% 148 148
Other borrowings FUE &% 531 231
Financtal leasing EUR 6.3‘#’-
Cperating lease - IFRS 16 HEEK 4, 50% 19,571 416 b,416 &, 730
Total 361,240 320,288 34,212 6,739
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17. Liabilities for loans and borrowings - continued

Analytical overview of liabilities for loans and other borrowings is as follows (continued):

Cue Interest 019 Uptoi 1-2 2-5 Owers
DESCRIPTION ey rate restated year YEErY YRars YEars
Financial liabiiities
Commercial bank EUR 4.50% E,010 7.9 g0
Commercial bank HRE . 5L - -
Unrelated legal entities EUR 4.50% 191,280 191,280 . . -
Unrelated legal entitbes EUR 4.50% 33,442 11,175 6,467 15,800 .
Liabilithes for accrued
inbengsts HRK - A Ak 4t hish - .
Non-interest bearing other liobilities to creditors with separate satisfaction rlgM
Unrelated legal entities EUR . - -
Unrelated Legal entities ELIR 14,333 - 14,333 - -
Unrelated natural persans EUR 11,290 5,045 5,645 - g
Borrowings from other
financial institutions HRK 836 836 ; - .
Bonds EUR 70,973 70.973 - - .
Other financial liabilities
Barrowings from related
bl micities HRK 3% 1.158 1,158 -
Borrowings from unnel ated
begal entities HRE 4_50% Bid B4 -
Other borrowings RUB 4% 497 - 497

o 6.01-

Liabitithes for lease ELR 6.07% 13 33 .
Liatilithes for lease HRHK 4,50k &, 907 ] 3,400 I.BE5
Tatal 386,290 336,463 31,162 1B,665 -
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28. Provisions

fin HEK thousand) vml‘lm E“'"::E Litigations Total

As on 31 December 201%;

Hon-current part - 506 1,727 1,113

Current part I A i) . 21 1,950
1,919 504 1.748 5,183

2019, Restated

Current part < - 5,958 5,958

Az on 31 December 2020:

Hon-Current part . 506 7,685 &.1%1

Current part 2909 ) 11 1,950
2,920 506 7,706 11,141

Increase of prowisions 26% R e 903

Abolished during the year ’ . i1,604) i1,604)

As on 31 December 2020 3,198 678 6,566 10,442

Az on 31 December 2020:

Hon-current part : BTE f, 545 .23

Current part 1,198 ; 21 3,119
3,198 678 6,566 10,447

fi) Unused vacation days

Provision for allowances for vacations not used in 2020 was calculated based on the expectation that
the rights to annual vacations from 2020 will be used in 2021,

fii} Severance pays

Im 2020, the Company made a long-term provision for severance pays for all emplovees for the non-
taxable amount of HRK & thousand per employee in the amount of HRK 678 thousand.

faii} Litigations

The stated amounts of made provisions refer to litigations against the Company. Based on the expert
opinion of an attorney at law, the Management Board of the Company anticipates that it will not have
material losses per these disputes above the amount for which provisions were made on 31 December

2020,
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29, Account payables and other liabilities

2020 1019
_Deseription HRE thous. HRK thous.
Non-current liabilities B
Account payables 198 1698
198 198
Cuvrent Habilities
Domestic trade payables 15,562 19,192
Account payables based on FBS 133 L]
Account payables from other countries 8,613 6,461
Liabilities toward the state and state institutions 8,900 7,831
Liabilities toward employees 6,583 6,008
Liabilities for interests 19 4,891
Liab#lities for public utility fees 1,925 1.75h
Liabilities to related entities &7y 627
Other lHabilities 3,113 1,200
45,526 49,951
Tatal 45,724 50,149

As on 31 December 2020 the Company has no non-current account pavables based on the Pre-
Bankruptcy Settlement Decision, The book wvalue of all other current liabilities as on 31 December
2020 approximately corresponds to fair value, due to the current nature of these liabilities.

Other liabilities refer to those other current liabilities.

The Company’s exposure to currency risk and liquidity risk is indicated in Hote 31.
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30, Liabilities for received advances and deposits

h 2020 019
Description - HRE thoas. HEK thous.
Advances from domestic customers 3,003
Advances from forelgn customers 2,382
sits and guarant iwed
Derpoasi B O0% rece 400 330
_Calculation of advances given 1.247
Total 7,031 310

31. Financial instruments and risk management

Financial risk factors

The Company is exposed to various financial risks which are related to currency, interest rate, credit
and liquidity risks. The Companmy monitors these risks and seeks to mitigate their potential impact on
the Company's financial exposure. The Company does not use derivative fimancial fnstruments for
active hedging against financial risk exposure,

Market risk

The market risk refers to financial instruments. The IFRS define market risk as the risk of fluctuations
in the fair value or future cash flows of financial instruments due to changes in market prices. The
markel risk encompasses three types of risk: currency risk, interest rate risk and other price risks.

The Company operates on the Croatian and international markets. The Management Board determines
the prices of their services based on the market prices of the respective market,

i) Price risk

The Company s engaged in professional and scientific-research operations in the construction field,
an area where the financial crisis has had a significant impact causing relative market inactivity.,

Nevertheless, recent positive macroeconomic indicators have spurred the recovery of the market and
associated prices,
i Currency risk

The official currency of the Company is the Croatian kuna. However, the Company has invested in
financial instruments and entered into transactions denmominated in currencles that represent its
functional currency. Accordingly, the Company is exposed to the risk of changes in the exchange rate
of .;H Turrenr_;r against other currencies in a manner which may adversely affect the Company's profit
and value,

Transactions in foreign currencies are converted into Croatian kunas using the exchange rates valid on
the date of the balance sheet. The resulting exchange differences are credited or charged to the
income statement. Changes in foreign exchange rates may affect profits mainly as a result of positive
or negative foreign exchange differences resulting from the conversion of foreign currency recefvables
(EUR) into HRK, and received loans and liabilities with a currency clause (EUR). Due to the part of the
income generated in foreign markets and liabilities denominated in other currencies, the Company is
exposed to changes in the exchange rate value, primarily of the EUR, and therefore the expected
changes are not significant.
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31. Financial instruments and risk management - continued

The Company's total exposure to changes in foreign exchange rates on the reporting date was as follows:

{in HRK thousand)

European Union (EUR)

Bosnia and Hercegovina (BAs)

LraA USD)
Russian Federation [RLUB}

Georgia (GEL)

Currency risk sensitivity analysis

Liabilithes
2020 2019
150,950 326,204
Ei4 13
1,187 1,553
428 1,151
7,532 8,648

Assels
2020

26,675
673

&6
1.4617
15,289

2019

37,5962
1.012
08
4,554
18,213

The Company is mainly exposed to the currency risk of changes in the exchange rate of the kuna against the
EUR, by balances of received loans, suppliers and trade receivables. The Company is additionally exposed to
changes in the exchange rate of the kuna against the GEL, due to the operations of the subsidiary in Georgia.

The sensitivity analysts includes only open monetary items in foreign currency and their conversion at the end
of the pericd based on the percentage change in exchange rates. The sensitivity analysis includes monetary
assets and monetary liabilities denominated in currency. A negative number indicates a decrease in profits if
the Croatian kuna has changed in relation to the currency in question by the above percentages. In the case
of an inversely proportional change in the value of the Croatian kuna against the currency in guestion, the
impact on profits would be egual and opposite.

If the kuna depreciated against the exchange rate of the shown currencies by 1%, the Company would have

the following effects on profits:

Impact of the EUR Impact of the USD Impact of the GEL
2020 2020 019 2020 2019
{tn thousand HEK) {in Ehawsana HEK) fin thousand HRE)
(1,543) {11} % 7B 95
Impact of the BAM Impact of the RUB
2020 2020 2019
{in thousand HRK) fin thocsand HREK)
2} 12 14
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31, Financial instruments and risk management - continued
The middle exchange rates against the kuna of currencies significant for the Company are as follows:

31 December 31 December

2020 2019
EUR 7.536898 744758
BAM 3853555 3.805331
usn 6, 139039 G Gt
RUB 0,.0B2E61 0,1053
GEL 1,E73600 2. 2801

it Inferest rabe risk

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market
rates relative to the interest rates applied to the financial instrument,

The Company uses loans with predominantly fixed interest rates, and is not exposed to the risk of changes
in intérest rates. The Company does not use instruments for active hedging against interest rate risk

e pOsLre,
Credit risk

Credit risk is the risk that one party to a financial instrument will cause financial losses the other party
due to default, in whole or in part, at maturity. Failure to fulfil this liability would jeopardize the
liquidity of the Company and reduce the value of its assets. As on 31 December 2020, the financial assets
that could potentially expose the Company to cridit risk consist mainly of loans given, trade receivables
ard ather receivables.

The value of financial assets on the reporting date shows maximum exposure to credit risk. The Company
regularly monitors the risk that the other party will not fulfil its liabilities.

Trade receivables, other receivables and receivables on loans given are adjusted for the amount of
provisions for bad debts.

The Company applies a simplified approach of IFRS 9 for measuring expected credit losses, which uses the
expected value adjustment for all trade receivables and contractual assets. To measure expected credit
losses, trade receivables and contractual assets are grouped based on commaon credit risk characteristics
and by maturity date. For the same types of contracts, contractual assets are tied to the same risk
characteristics as trade receivables. Therefore, the Company has concluded that the expected loss rates
for trade receivables can also be used to calculate losses on contractual assets. Expected loss rates are
based on the data on collection in the period of 24 months before 31 December 2020 and historical credit
losses in that period.

Furthermore, the Company is exposed to credit risk through monetary deposits with banks. As on 31
December 2020, the Company cooperated with eleven banks, holding its money and deposits in seven
banks, Risk management is focused on doing business with the most respectable foreign and domestic
banks at home and abroad, and on daily contact with the banks. Deposits with banks consist of money on
current accounts and deposits with a matuwrity of up to 3 months that are charged at maturity and are
therefore classified as held-to-maturity in accordance with IFRS 9 and are measured at amortized cost.
Credit risk is measured using a general approach. The Company uses the daily value of the CDS which
covers insurance for a period of 5 years. The 5-year CDS has the highest market liquidity and is therefore
chosen as the benchmark. CD5 §s sensitive to increased risk of default - whether insurance with a period
of 3 or 5 vears is selected. Domestic banks do not have a CD5S rating or indicator as a measure of risk.

To measure risk, the Company adopted the CDS for the Republic of Croatia, which on 31 December 2020
amounted to 1.44%, Credit risk amount calculated according to the formula: deposit amount * number of
days * 0.63%/365. For demand deposits, the Company uses 2 days when calculating the amount of credit

risk.
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31. Financial instruments and risk management - continued
Liguidity risk

Liguidity risk is the risk that the Company will face difficulties in meeting its obligations. Liquidity risk
arises during the general financing of the Company’s activities and asset management. It includes the risk
of inability to finance assets at appropriate maturities and prices, as well as the risk of inability to setl
assets at a reasgnable price and within a reasonable time frame. Financial instruments also include
investments that may be illiquid and that the Company is unable to liquidate quickly to meet its liquidity
reguirements.

In order to ensure the necessary liquidity, the Management Board actively monitors and manages the
processes of collection of receivables and planned outflows.,

Tabular analysis of tiquidity risk

The tables are prepared on the basis of undiscounted cash outflows by financial Habilities at maturity. The
tables show cash flows by principal and interests.

housand Het book  Contracted Uptoi 102 2wa 5 Orver 5
G b value  cash flows year years Years years
Hon-derivative financial liabilities
Loans received and financial leasing 361,240 TR, 034 122,380 1. 804 34,754
Agcount payabies and other
liabilities 45,724 45,724 45 516 198
406, %64 413,758 367,906 19,094 36,758 .
@ fn HRK th Contracted T2 2tweS OverS
e fn thousand et book value eath T Up to 1 year i RS e e

Hon-gderivative finencial Habilities

Loans regeived and Tinancial leasing 186,290 407,425 7 445 20,165 614
Account payables and other tabilities 0149 56 140 5,951 -
436,439 457,574 197,396 30,8583 19,614

The Company's interest-free liabilities of up to one month consist mostly of account payables and other
current liabilities,

Interest liabilities show lHabdlities based on current and non-current loans, leases and bonds,
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31. Financial instruments and risk management - continued

The tables have been prepared on the basis of discoumted cash inflows for financial assets at maturity. The
tables show cash flows by principal and interests.

Contracted Up ko 1 2o
{in HEK thousamd) Het book value i year 1to 2 years years
2020 - o
Hon-derivative financial labilities
Loans given 27,547 a7, 547 7,547
Trade recelvables and other
recelables 38015 19,015 3897 47 b
Total 66 562 G6, 562 &5, 744 47 77
Contracted Up to 1 1to 2 2to S
{in HRK thowusand) Het book value cash flows year yars VOME
2019, restated B
Hon-derivative financial llabilities
boans e 22,821 12,821 22,621 .
Trade receivables and other receivables 43,456 43,456 47,194 53 1,009
i 66,277 68,277 65,215 53 1,009

Fair value of financial instruments

The fair values of financial assets and financial labilities are determined as follows:

- « the fair value of financial assets and financial labilities under standard terms and traded in active
liguid markets is determined at market prices,

. the fair value of other financial assets and other financial liabilities is determined in accordance with
pricing models, based on an analysis of discounted cash flows using prices from known market transactions
and prices offered for similar instruments,

Financial instruments held to maturity in ordinary operations are carried at cost or net amount less any
repayment. Falr value is defined as the amount at which a financial instrument could be traded between
willing and familiar parties under market conditions, except in the case of a forced sale or liquidation.
Fair value of a financial instrument is that which is disclosed in the securities market or obtained using
the discounted cash flow method.

As on 31 December 2019, the reported amounts of cash, current deposits, receivables, current liabilities,
accrued expenses, current loans and other financial instruments correspond to thelr market value, due to
the current nature of these assets and liabilities.
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31. Financial instruments and risk management - continued

The Management Board believes that the book value of non-current deposits, receivables and liabilities
for credits and loans as on 31 December 2020 is approximately equal to their fair value with respect to
with respect to incurring liabilities with the application of variable interest rates.

Capital risk management
Wet debt to equity ratio

The company monitors the capital in accordance with the laws and regulations of the Republic of Croatia
which require a minimum paid-in capital of HRK 200,000 for joint stock companies. The owners do not
require any special measures regarding capital management. There are no capital goals that are monitored
internally,

32. Transactions with related parties

The Company considers that its directly related parties are its key shareholders and legal entities under
their control or influence (subsidiary and associate entities); key management (see below); close family
members of key management; and legal entities that are controlled or significantly influenced by key
management and close family members, in accordance with the provisions set out in International
Accounting Standard 24 “Related Party Disclosures™,

2020 FLib k]
Revenue from the sale of services to dependsnt companies 1.17% .
Revenpes from the ale of services 1o asociste companies - 102
Revenues from the sale of services to compandes under the control of the same
shrce a1 ¥
Revvenues from the sale of sendces 1o companies under significant control of the
SAME SOUCEe 77 4
Rewenues from Uhe opllection of previtusly valuve-ad justed receivables to
companies under the control of the same source - 1,445
Revenues from the collection of previowsly adjusted recelvables to companies
under significant contral of the same source TES
Revenues from the collection of previowsly value-adjusted receivables from
dependent companies 75 -
Revenues from interests on borrowings given to dependent companies 1 -
Revenues from mterests on Bormowings given 1o companies under significant
control of the same source 5 i]
Receivables for sendces provided to dependent companbes 255 .
Receivables for sendces provided to companies wnder the controd of the same
Lource 20 18
Loans and deposits given Lo companies under the control of the same source 113 :
Loans and depasits given Lo companies under significant control of the same
LOLIMCE - 1
Revenikes Irom positive exchange rate differences 1o companies wnder the contral
of the same source - 3132
Revenues from positive exchange rate differences 1o companies wader $ignificm
controd of the same seece 134
Receivables for loans given to companies under the control of the sams spurce . 111
Liabilities for advances with companies with significant cantrol of the same source e i
Liabilities for advances with dependent companies F *
Leabilities for loans with companies with significant control of the same source 534
Leabélities for loans with companies with control of the same source 113
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32, Transactions with related parties - continued

Loans given o dependent companies

(in HRK, thowsand) 2020 i

) Principal Interest  Principal Inkerest
IGH-Mostar d.o.o., Mastar 3.013 7,955
IGH d.o.o., Mostar 347 82 67 16
IoH Montenegro d.o.o. : i )
Institut IGH d.d. Subsidiany . . 111
IGH Business Advisory Services d.o.o., Tagreb . 1
Radeljevid d.0.0, Zagreb 212 2
ETZ, Ekonomsko tetiniéki zavod d.d., Osijek d
Total 3,592 53 3,529 144

Information on co-debis and guarantees fsued to related companies are disclosed in Hote 33,

Remuneration fo members of the Management Board and the Supervisory Board

The tatal remuneration for members of the Management Board and the Supervisory Board in 2020 amounted

to HRE 3,583 thousand {2079: HRK 1,898 thousand).

33. Contingent liabilities

2020 B 2010
Description thows, HRK thous, HRE
Guarantees and warranties given - extemnally 37,220 41.4;
Co-debts in loans of related companies 15,680 30,245
Performance guarantess issued Lo related companies 47 797
Tatal 53,547 73,537

Litigations

As on 31 December 2020, several litigations against the Company are in progress, for which contingent
liabilities are not indicated in the statement of financial position as on 31 December, because according
to the assessment of the Management Board as on 31 December 2020, there is no probability of

occurrence of these liabilities for the Company.
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33. Contingent liabilities - continued

An overview of co-debts in related company loans is as follows:

2020 019
Description thous. HRK Lhipus, HREK
Geotehnika Infenjering d.o.o. Zagred 14,545
incro d.o.o. Zagreb 15 &80 15,680
=F 2
Total
15,680 30,245

Company Geotehnika InZenjering d.o.o. Zagreb was deleted from the court register on 28 May 2020.

34, Earnings per share

Basic earnings per share are calculated as follows:

2020 2019
Description thous. HRK thows. HRE
Profit for the current year {in HRK thousand) 1.882 16,665
Weighted average nember of shares 400,350 400,350
Basic earnings per share (in HRE) 3.10 i‘.':l'.?D

As indicated in Note 33, as part of the pre-bankruptcy settlement, part of the Compamy's debt may be
converted into share capital after & years from the effective date of the settlement, up to a maximum of
20% of the share capital at the time of conversion. Due to the high uncertainty of significant variables in
the calculation, the Company did not calculate diluted earnings per share in the event of conversion of
this part of the dett into capital.
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35. The impact of pre-bankruptcy settiement

On 17 May 2013, the Company submitted a Proposal for opening the pre-bankruptcy settlement procedure,
and on 5 December 2013, the Commercial Court in Zagreb accepted the Proposal and approved the
conclusion of the settlement. In April of 2014, the court ruled that the pre-bankruptcy settlement became
final on 28 December 2013,

& settlement with suppliers

An agreement was reached with the suppliers according to which 30% of claims are converted into the share
capital of the Company. 20% of claims will be paid in money upon recapitalization of the Company or sale
of the Companys assets. The remaining 50% of claims will be paid in the next 5 years from the date of
finality in 10 equal semi-annual instalments. During 2018, the Company settled its account payables in the
total amount of HRK 10,041 thousand in the manner and within the deadlines set by the provisions of the
pre-bankruptcy settlement. During 2019, liabilities to related companies, natural persons on the basis of
service contracts and copyright contracts, non-financial institutions and the Ministry of Finance in the total
amount of HRK 2,912 thousand were settled. During 2020, the remaining liabilities in the amount of HRK
196 thousand were closed. The remaining balance as in 31 December 2020 is HRK 2,000,

I, Setriement with banks

PIK debt

Of the total debt at the time of initiating the pre-bankruptcy settlement, 63.6% of the debt was converted
inta PIK debt. Repayment of PIK debt is once-only after & years from the day the pre-bankruptcy settlement
becomes final, Until the due date, a fixed interest rate of 4.5% per annum is calculated and matures once-
only after & years from the day the pre-bankruptcy settlement becomes final, The PIK debt will be settled
through the sale of pledged assets.

After the expiration of the &th year from the day of pre-bankruptcy settlement finality, the Company has
the obligation to convert the PIK debt into senior debt proportionally per creditors in such a manner that
senfor dept does not exceed the net indebtedness limit of 3.5 last year's consolidated EBITDA. If the current
amount of senior debt exceeds the set ratio, the conversion from PIK to senior debt is made. The Company
did not make the conversion on 31 December 2020 because the precondition indicated in the pre-
bankruptcy settlement was nob met.

According to the final pre-bankruptcy settlement, EBITDA is defined as profit before interest, taxes,
depreciation of tangible and intangible assets and one-off items of revenue and expenses.

The cast of interest on the debtor's debts is considered to be the interest,

One-off revenues and expenses are those that do not relate to operations of the Company and are not
repetitive in nature. One-off revenue and expenses especially relate to, but are not limited to revenue and
expenses from the sale of fixed assets or assets.

After & years from the date of finality and the process of converting PIK debt into senfor debt, creditors had
the right to request the conversion of their remaining claim into Company’s capital at a price of HR¥ 400
per share, but up to a maximum of 20% of the share capital. If the General Assembly did not invite the
creditor to subscribe for shares, then the remaining PIK debt falls due at the invitation of the creditor, The
creditors did not request the exercise of their right, the deadline for submitting the right was 31 December
2019, Since the PIK debt was not converted into shares or senior debt, the total amount of HRKE 211,081
thousand will be repaid only with revenue from the sale of assets or takeover of pledged assets.

If a pledged property is sold, the PIK claim (including interest) is settled first, and then the part from the

senior claim of the creditor whao has a lien on that property. If a sale results in an excess of money over the
creditor's claim, then that excess belongs to the debtor e, the Company.
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35, The impact of pre-bankruptcy settlement - continued
I Settlement with banks [continued)
PIK debt {continued)

After the balance sheet date, and until the date of preparation of these financial statements, the Company
settled liabilities in the amount of HRK 115,247 thousand through the takeover of assets by creditors. The
creditors took over the Company's assets with book value in the amount of HRK 184,509 thousand.

Senior dett

The first instalment of the senfor debt matures 24 months after the day of pre-bankruptoy settlement
finality. Repayment dates are 30 June and 31 December each year. Repayment is in instalments, 2 times a
year with a fixed interest rate of 4.5% per annum, Interest 15 calculated and paid throughout the debt
repayment period, During 2016, the Company concluded an agreement with banks from creditors category
a} which extends the grace period by another 18 months, so that the total grace period is 42 months from
the date of the decision confirming the pre-bankruptcy settlement, which consequently shortens the
repayment period to 6.5 years from the due date of the first instalment.

Consequently, the first instalment of the creditor category a) senior debt matures 42 months after the date
of pre-bankruptcy settlement finality, Repayment dates are 30 June and 31 December each year, of which
the first instalment is due on the first of these dates after 42 months from the finality date of the decision
confirming the pre-bankruptcy settlement, which is 30 June 2017, Repayment is in instalments, 2 times a
yvear with a fixed interest rate of 4.5% per annum, Interest is calculated and paid throughout the debt
repayment period. Interest payable on senior debt for 2020 was settled in the amount of HRK 0 thousand
{2019: HRKE 3 thousand), but the outstanding due amount of HRE 54,754 thousand as on 31 December 2020
remains. The company is late with the repayment of senior debt, but the creditors have not called for
payment as an activation of forced collection until the day of preparing these reports. If the negotiations
are not successful, the creditors can initiate a forced collection procedure.

Juniar debt

Jumigr debt has the same repayment dynamics as the PIK debt, except that junior debt includes creditors
who do not have their claims secured by a lien on the Company's assets. Junior debt matured on 31
December 2019. A fixed interest rate of 4.5% is charged on the principal. The creditors did not use the
rights that became mature on 28 December 201% and the liability was written of f in 2020,

Creditors with separate satisfaction right

The principal of the debt to creditors who do not follow the pre-bankruptcy settlement (creditors with
separate satisfaction right) is classified as current and is presented in Mote 27 in the amount of the
principal of HRK 73,413 thousand. Pledged assets held for settlement of a part of separate debt are
classified a5 non-current assets held for sale and are presented in Note 23 in the amount of HRE 57,600
thowsand. Lien is a registered part of the assets of a dependent company in which the Company holds
shares, in proportion to the amount of separate creditors claims in the amount of HRK 16,875 thousand.

Creditors with separale satisfoction right (continued)

The value of tangible fixed assets intended for sale to settle liabilities to creditors who do not follow the
pre-bankruptcy settlement (creditors with separate satisfaction right) is reduced to the amount of
liabilities to creditors with separate satisfaction right. As the change of ownership of the real estate in
question has net yet been executed, its value, as well as that of the related liabilities, is shown in the
balance sheet, It is important to point out that the Company has no liability to pay the principal or interest
from ordinary operations to creditors with separate satisfaction right, and the settlement is exclusively
through takeover or sale of the pledged real estate.

The impact on the report on the financial position of the Company after the settlement of liabilities to

creditors with separate satisfaction right through the transfer of assets intended for settlement of these
liabilities is shown in the following table:
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35. The impact of pre-bankruptcy settlement - continued

k'ftl."'“: of Balance shaet
PP Ty Balance sheet “:;f"““ﬂ“ﬁ after the
' 31 Dee 2020 b settiement of
) liabilities

sathsfaction right
Hon-current Febs 149 375 (16, 875] 232 500
Hon-current assets held for sale 57,500 {57,600 .
Current atsots 04,797 - 84,757

4,772

TOTAL ASSETS 2 (74,475) 327,267
Total capital (45, 870p 145 870}
Ron-current liabilities &7 496 67, 49%
Current liabilities - B0, 146 (73,423) 306, 723
TOTAL CAPITAL AMND LIABILITIES 401.772 (73.423) 328 349

The following is a brief overview of the most significant impacts of the pre-bankruptcy settiement on the
statement of financial position:

2020 209
thous. HRK thows. HRK
PIK debl inote 27) 131,045 119,589
Senior debt (note 27) 80,037 9, 282
Junide debt {note IT) = 7551
211,081 233,564

Creditors with separate satisfaction right - debt principal
inote 35) 73,423 BT.432
73,413 97,431

From the final conclusion of the pre-bankrupicy settlement until 31 December 2020, through cash
payments, issuance of shares for converting part of creditors’ claims Into capital, payment of priority
claims and other claims of employees with taxes and contributions, as well as write-off in accordance with
the provisions of the pre-bankruptey settlement, the Company has settled a total of HRE 173,047 thousand
of liabilities that arose before the opening of the pre-bankruptcy settlement procedure.

As of the balance sheet date, the due PIK debt amounts to HRK 131,045 thousand, and the current
maturity of the senior debt amounts to HRK 52,832 thousand, while the total senior debt amounts to HRE
B0,037 thousand,

After the balance sheet date, the Company continues with the activities of settling liabilities to creditors
partly from the sale, partly from the takeover of assets, in order to reduce and settle the liabilities from
the pre-bankruptcy settlement.

36, Hon-financial report
Report on the status of preparation of the nan-fingncial report on the sustainability of the Company for
2020
The preparation of the non-financial report on the Company's sustainability for 2020 is in progress. In

accordance with the pravisions of the applicable Accounmting Act, the non-financial report will be
published en IGH'S website within the set deadlines. The report will be published on the following link

hitps: / Swan igh, bir,
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37, Events after the balance sheet date

On 12 March 2021, the Company signed a restructuring agreement with the largest creditor, B2 KAPITAL
d.o.c., which regulates the manner of settling PIX debts of the Company, and the remaining senior
liabilities, all in accordance with the concluded pre-bankruptcy settlement from 2013,

In accordance with the subject agreement, the Company settles the entire PIK debt in the amount of
HRK 131,045 thousand and the appertaining interest. On this basis, the Company's current liabilities in
the amount of HRK 320,288 thousand decreased to HRK 189,243, of which HREK 72.586 thousand was
covered by a lien on assets. From all the above, up until the date of preparing this report, current
liabilities amount to HRK 116,657 thousand.

In order to complete the whole and get an overall picture of the signed agreement with B2 capital, it is
necessary to observe consolidated all liabilities and receivables because part of the assets covered by
the lien is on the assets of the subsidiary. All of the above is comprised in the consolidated report, which
is issued parallel with the non-consolidated report.

By the same agreement, the company fulfils its legal obligations from the pre-bankruptcy settlement,

On 28 January 2021 the General Assembly of the Company was held to decide on the election of a
member of the Supervisory Board. Mr. Zarko Defkovic was elected member of the Supervisory Board, for
a term of four years from the date of the decision. Mr. Deikovié was appointed President of the
supervisory Board.

At the same Assembly, a decision was made to change the subject of business, i.e. to supplement the
Company's activities by adding the activities of designing oil and mining facilities and plants,
construction of oil and mining facilities and expert supervision of construction of ol and mining facilities
and plants. In accordance with that, the Company's Articles of Association were amended. adding those
activities to the subject of Company's operations.
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BALANCE SHEET
balance as at 31.12.2020

in HRK
Submitter: Institut IGH d.d.
A) RECEIVABLES FOR SUBSCRIBED CAPITAL UNPAID 001 1] ]
B} FIXED ASSETS (ADP 003+010+020+031+038) 002 253,558,268 240,374,234
| INTANGIBLE ASSETS (ADP 004 to 009) 003 983.873 1.088.518
1 Research and development 04 0 0
: :umnmm patenis, licances, rademarks, software and othas 005 47 622 1.056.014
“ﬂa Goodwill 171+ ﬂi 1]
4 Advance payments for purchase of inlangible assats o0o7 0 0
5 Intangible assets in preparation (1511 36251 33.504
& DAher intangible aasets [10v1] L] ]|
Il TAMGIBLE ASSETS (ADP 011 to 019} 010 139.539.EB3| 144 568076
1 Land 011 52.201.020 51.361.630(
2 Buddings 012 44 454 377 39.258.674
3 Plant and eguiprmenl ) 013 16.018.41E] 27 6B2.384
4 Tools, warking inveniony and ransporialhon assats oi4 4 357 137 3815204
5 Biofopical assels 015 ]| 1]
& Advance payments for purchase of tangible assels 016 466947 144083
T Tangible asseis in preparation 017 21,688,746 21.652.018
B Oiher tangible assels i 304281 304571
O Investment proparty ] 348357 246412
il FIXED FINANCIAL ASSETS (ADF 021 to 030) 0 111671142 102801 061
1 Imvastmants in holdings (shares) of undenakings withén the group 021 42 O6T BES 84164 674
2 Investiments in olher secunities of undemakings within the group 0z of o
3 Loans, deposits, etc. o undertakings withén the group 023 3.199.845 3257405
4 Investments in holdings {shares) of companies linked by vifuo of
parlicipating interest oz4 15.000.000] 15,000 00|
& Investment in other securities of companios linked by virtue of 025 ol ol
paricipating interest
& Loans, deposits ebe. given o companies linked by virlua of
parficipating inberest han v e
7 invesiments in securites LF L Lt
& Loans, deposits, etc. given 028 503,637 0
9 Other nvestments accounted for using th: equity mathod 029 0 0
10 Odher fixed financial assels o3n L 0
IV RECEIVABLES (ADP 032 to 035) o3 1.061.970 B17.574
1 Recenables lrom underakings within the group o3z i 0
inberests
3 Custormer recaivables 034 1.061.870 441500
4 Other recekvables 035 1] aAT5.ETH
Y. Defarmed tax assats 036 0 0
C) CURRENT ASSETS (ADF Q238+D46+052+063) 037 155.075.606 128.8681.015
| INVENTORIES (ADP 039 to (45) 03s B2 425040 S8.416.006
1 Raw materials 039 0 0
2 Work in progress Q40 247 483 B15.655
3 Finished goods 041 ] 0
4 Maerchandisa 042 568,162 Q
& Advance paymanis for inventories 043 0 0
8 Fixed assets held Tor sale 044 81.8048.394 57600441
J 7 Biological assets 045 0 o
Il RECEIVABLES (ADP 04T to 052) 046 42503652 8675757
1 Receivables from undertakings within the group 047 1363854 1.485 748
2 Receivables from companias linked by virtue of padicipating inleras 048 0 0
3 Customer receivablos nag 36700868 21.319.189
4 Receivables from employeas and mambers of the undamaking 050 864,783 T27.354
5 Receivables from government and other inslitulicns 051 1.018.488 1.362 660
& Other recaivables 052 2.556.859 13.780. 798
I SHORT-TERM FINAKNCIAL ASSETS (ADF 054 b0 062) 053 18.003.375 23.8472.327
1 Invesstments in hokfngs (shares ) of undenakings withén the group 054 f 0




2 Inwistments in other secwities of underiakings within the growp 055 0 0
3 Logsns, deposits, #ic. o undartakings within the group 054 S06.TT1 366670
4 lwestments in holdings (shares) of companles linked by virtue of
panicipating inbengs) ks 3 i
& Investment in other sacurites of companies. linkad by vifug of o058 o o
paricipating inbenest
6 Loans, deposils elc. given to companies Enked by virtue of 058 o a
panlicipaling interest
7 Investments in securities 0ED al 20664
B Loans, daposils, eic. givan 61 18,456,604 23.288.150|
8 Gther financial assels 62 ¢|| 160.B42
IV CASH AT BARNK AND 1IN HAND 063 11.143.530 7046835
[ } PREFPAID EXPENSES AND ACCRUED INCOME 064 17458232 23.516.073
E} TOTAL ASSETS (ADP 001+002+037+064) 65 425 730106 #01.771.322
QOFF-BALANCE SHEET ITEMS 6 42.5-‘.]!5.5-’31' 20.965 215
LIABILITIES i
A) CAPITAL AND RESERVES (ADF 062 (o 067 -2 30F 311 -45 870,280
I IMITIAL {SUBSCRIBED) CAPITAL 68 116.604.710 116.604. 710
Il CAPITAL RESERVES 068 -255, 383 -255.383
I RESERVES FROM PROFIT (ADP O71+072-0T3+0T4+075) L] -T95.705 -24T. 457
1 Legal resensas 071 o i
2 Resarves for treasury sharas 072 1448, 200 1.448. 208
3 Treasury shares and holdings {deductibbe ibem) 073 -3.196.418 3106418
4 Stahuilory resenmsas 074 o 0
5 Diher meserves 075 G54 402 1.502.B50:
|V REVALUATION RESERVES 076 61445206 B6.914.508
W FAIR VALUE RESERVES (ADP 078 to D80} 077 i i}
1 Fair walue of inancial assats avallabla for sale ors ] 0
£ Cash flow hedpe - effeclive portion a7rs 1] ]
3 Hedge of a net investment in a forgign operation - elfeclive podion 080 o ul
|;qa;.EMIHED PROFIT OR LOSS BROUGHT FORWARD [ADP 0B2- 081 265 071,287 250,430,383
1 Retained profit 082 29142120 RERIGEAE
2 Loss brought forwand 083 285113417 284 440 pE2
Vil PROFIT OR LOSS FOR THE BUSINESS YEAR (ADF 085-0BE) 84 16.665.158 1.452.706
1 Profit for the business year 085 16.665.158 1.452 705
2 Loss for the busingss year 086 L 0
VI BIRMCRITY (NOMN-CONTROLLING] INTEREST Livir) LY a
{B) PROVISIONS [ADF ED 1o 0594) 088 2.232.826 10.441.842
1 Prowisions Tor penssons, termbénation benefits and similar obligations 088 B0%5. 608 G774
2 Provigions Tor tax liabilities 080 L) 1]
3 Provisions for ongoing legal cases i 1,726 838 G566 168
4 Proviskons for ranevwal of natural resourcis L ] a
5 Proviskons for wamranty abligations a3 o 0
G Other provisions 094 1} 3197940
C) LONG-TERM LIABILITIES [ADF 0BG 10 106) 085 B66.503.306 60.273.305
1 Liabadities owands undertakings within the group ] 0 Q
2 Liabhdlities for loans, deposits, atc. o companies within the group ey L 1
3 Liabdlitias towarnds companias linked by vidug of paricipating
mlaras] oa Y
4 Liahdlithes for loans, deposits ate, of companies inkad by wilde of 000 o 0
paricipating intenest
5 Liabdlities for loans, deposils elo, 100 ABT 127 S52od12
& Liabdities fowands banks and ather financial institutions 101 48,209,430 40424 816
7 Lighiliies for advance paymenis 102 0 Q
8 Liabilities towands suppliers 103 197624 157 524
9 Lisbilites for sacurities 104 o 4]
10 Cahar long-lermm liabilities 105 o o
11 Defrned Lax liability 106 18.558.8915 18.124.153
) SHORT-TEREM LIABILITIES (ADP 108 1 121) 167 343,793 367 AT2.844 745
1 Liabilities iowands undertakings within the group 108 313220 T4 835
2 Liabilities for loans, deposils, eic. o companias within the group 108 1,158,333 1.252.000
3 Lighilitses lowands companias linked by virue of participatng
A 110 314428 a
4 Lighilities lor loans, deposds ete. of compankes finkad by wirtus of 111 o a
paricipating InbeEes:
5 Liabilities. for loans, deposils ate. 112 1.200.232 235 608
6 Lisbilites (owssnds banks and ofher financial inslitutions 113 216.706.626 270747005
7 Liahilities for advance paymeanls 114 3713, 8461 6,631,143




B Liabiities towards suppliers 115 26,566,353 24380 875

4 Liabifitias for securilias 116 T0.ET3.241 AT BO06ST
10 Liabilities towards employees 117 £.008 032 5,583,040
11 Taxas, conbribubions and samilar lisbilibes 118 T.EI0 040 10UB3E.E20
12 Liabilities arising from the share in the resud 118 0 a
13 Liabilities arising from fned assets held for sale 120 Q ]
14 Cithar shorl-larm liabilitkes 121 B.A16.801 298881
Ej ACCRUALS ANMD DEFERRED INCOME 122 53,568 828 4 081710
Fi TOTAL — LIABILITIES (ADF 06T =088+ 005« 107+ 122} 123 425,740,106 401,771,322
G} OFF-BALANCE SHEET ITEMS 124 | 20,965 215




STATEMENT OF PROFIT OR LOSS
for the period 1,1,.2020 to 31.12.2020

Submitter: institut IGH dd.

| OPERATING INCOME (ADF 126 1o 130])
1 Income from sabes with underakings within the group
2 Income from sabes (outside group)
3 Income from thi usi of own prodects, goods and senices
4 Cdher oparating income with undertakings within the group
5§ Oiher aperabng incomse (oulside the group)
I OPERATING EXPENSES (ADF
13Z2# 133+ 137141+ 142+ 143+ 946+153)
1 Changes i invenlores of work in progress and finished goods
2 Matarial costs [(ADP 134 1o 136)
a) Cozls of raw materal
i) Costs of goods Soid
c) Other axfarngl costs
3 Staff costs (ADP 136 1o 140)
) Mot salaoes and wages
b} Tax and conlnbutions from salanies eLpanses
¢l Condrmbutions on salares
4 Dapracialicn
5 Mhar expanses
B Value adjustmants (ADP 144+145)
a) fived assels oltver than fnancisl assels
b) curranl assels ather than financial assels
7 Provisspng (ADP 147 1o 152)

ﬁhm-ﬂ;ﬂr;;\.:l‘lﬂ-ﬂﬂlﬂ- (L F .’Hrl‘ﬂ.ll.h'”. VDT PP AL TP O O R
b} Prowigions for tax labiities
c) Provisions for ongoing legal cases
o) Prondisions for ravrdvai Of naturel resources
&) Provisions for warranty obligations
1} Other prowlsions
& Other oparaling axpenses
i FINANCLAL INCOME (ADP 155 10 164)
1 Incomie from invesiments in holdings (shares) of underakings within
i growp
2 Income from investments in holdings {shares| of compandes linked by
virfue of parcipating nierest
3 Income from othar keng-term financial invesiment and loans granted
bo uindeartakings within the group

4 Other inerest incomea from operations with undaertakings within the
Faroup
& Exchange rate differences and other financial incomea from
pperations with undertakings within the group
& Incoma from other keng-term financial invesiments and loans
T Other intares! incoma
& Exchange rate differences and other financial incoms
9 Unrealised gains (income) from financial assets
10 Other financiad incomea
IV FINANCIAL EXPENDITURE (ADF 16610 172)
1 Interest exprnses and similar expenses with undanakings within the

group
2 Exchange rale differences and other expenses from oparations with

undarakings within the group

A Inberes] expanses and sSmilar expenses

4 Exchange rate differences and olhar expansas

5 Unrealised ksses (expenses) from financial assets

B Value adjustments of financial assels (net)

T Oihar inancial expanses
¥ SHARE IN PROFIT FROM COMPANIES LINKED BY VIRTUE OF
PARTICIPATING INTEREST

Vi SHARE IN PROFIT FROM JOINT VENTURES

128

130
131

132
133
134
135
136
137
138
139
140
141
142
143
144
145
146
147
148
148
150
151
152
153
154

155
156
157

158

158

160
169
162
163
164
165

166

167

168
169
170
17
172

173
174

47 655.072
82281321
£31.820.074
18.969.631

9491616

8.760.502

18,730 262

2367425
5.246.641

1]
1]

]

113.350

1.684.667

2.254.938
1,183,688

i
o
15,074.463

0

184212

1274722
3.445.946
0

91672
.7

0

L

180,663,731
1.054.485
155,494 504
253.511
56.27H
23.804 863

168,712 600

0

449 BG9, TG0
G933, 750
0

42956, 001
B8.221.756
57 M2 304
200008 108
10.921.339
12255 587
12008, 683
1.2159.506

0
1.219.596
4400017
440828

0

3949169

0

0

0
4697401
5002988

0

aj

L] |

362891

1473472

306 883
25.568)
2.541.407
L

202.7TH
14,943,008

G4, 264

466,687

G 288, 193]
6.528.681
1.478.559|
115,234
1,400

0

i}



Vil SHARE IN LOSS OF COMPANIES LINKED BY VIRTUE OF

o

PARTICIFATING INTEREST s o
Vill SHARE IM LGSS OF JOINT VENTURES 1TE 0 i}
X TOTAL INCOME [ADP 125+154+173 + 174) 177 195,151,753 185,666,720
¥ TOTAL EXPEMDITURE (ADP 131+ 165+175 + 176) 178 184,190,560 184,655,608
Xl PRE-TAX PROFIT OR LOSS (ADFP 177-178) 179 14.861.193 1.010.821
1 Pra-lax prafil (A0F 177-1T8) 180 10,961,183 1.010.921
2 Pro-tax loss (ADP 178-177) 181 ol 0
Ell INCOME TAX 182 =5, T03. 965 441,785
Xill PROFIT OR LOSS FOR THE PERIOD (ADF 179-182) 183 16,665,158 1.452, 708
1 Profit for the period (ADP 178-182) 184 16,665,158 1.452 706
2 Loss for the period (ADP 182-178) 185 ] 1]
[DISCONTINUED OPERATIONS (to be filled in by undertakings subject to IFRS only with discontinued operations)
XIv PRE-TAX PROFIT OR LOSS OF DISCONTINUED OFERATIONS
(ADP 1B7-188) i D ?
1 Pre=tax profil from discontinued operations 187 L L]
2 Pre-tax loss on discontinued operations 188 a 0
EV INCOME TAX OF DISCONTINUED OPERATIONS 189 0 i)
1 Disconlinued operations profit for the period (ADF 186-189) 18
2 Discontinued operations loss Tor the period (ADP 189-186) 181
TOTAL OPERATIONS (1o be filled in only by undertakings subject to IFRS with discontinued operations)
XVI PRE-TAX PROFIT OR LOSS [ADP 170=185) 192
1 Pre-tax profit (ADP 192} 183 a 0
2 Pre-1ax loss (ADP 192) 184 n 0
XV INCOME TAXK [ADP 182+1849) 185
Xviil PROFIT OR LOSS FOR THE PERIOD (ADF 152-185) 196
1 Profil for the period (ADP 182.105) 187
2 Loss for the perdod (ADP 195-192) 188
APPENDIX to the PAL (to be filled in by undertakings that draw up consolidated annual financial statements)
X1X PROFIT OR LOSS FOR THE PERIOD (ADP 200+201) 198 16.665.168 1.452.705
1 Attributable to owners of the parent 200 16,865,158 1.452.708
2 Attributable to minority [nnn-ﬂ:nnlr-nllinﬂ interest 201 1] 0
STATEMENT OF OTHER COMPRHENSIVE INCOME (to be filled in by undertakings subject to IEEI
I PROFIT OR LOSS FOR THE PERIOD 202 16,665,158 1.452.705
Il OTHER COMPREHENSIVE PROFIT/ILOSS BEFORE TAX
(AOP 204 10 211) 203 12 DBE 428706
1 Exchange rate differences from transliation of lorggn oparations 204 18 544 411,106
:fg:::ms in rgvaluation resenes of fixad tangible and Intangible 205 & dsa 0
3 Praff or kess ansing from re-evaluation of financial assets available for
s 208 i}
4 Profit of loss anging from afective cash flow hadging 207 1]
& Profil or loss arising from effective hedge of & ned invesiment in a
fargsan operation 208 . 0
G Share in other comprehensive incomefioss of companies linked by
virtue of participating intarest 209 0 0
T Actuarial gansflossas on dafined remuneration plans 210 n 0
8 Other changeas in eqguty unrelated 1o ownaess 211 0 17.600
1III TAX ON OTHER COMPREHEMNSIVE INCOME FOR THE PERIOD 212 Lt of
IV NET OTHER COMPREHENSIVE INCOME OR LOSS (ADP 203-212) 213 12088 428796
:E]El:g:l;HEHEHSNE INCOME OR LOSS FOR THE PERIOD (ADP 244 \6.ETT 246 | BE1.501
APPENDIX to the Statement on comprehensive income (to be filled in by entrepreneurs who draw up consolidated statements)
Vi COMPREHENSIVE INCOME OR LOSS FOR THE PERIOD (ADP
Z216+217) i ¥ a
1 Attributable (o owners of the parent 218 | 0
2 Attributable to minarity {non-controlling) interest 217 0 1]




STATEMENT OF CASH FLOWS - indirect method

for the period 1.1.2020. to 31.12.2020.

Cash from operating activitios
1 Pre-tax profit oo 10.961.193 -8.824.911
2 Adustments (ADP 003 to 010): ooz 11473119 24.120.8493
&) Dapreciation 003 B.760.502 9.015.270
b} Gaing and loszes from sale and value adivstment of fixed fangible
and inlangibie assels 004 -8.927.000 =1.243 234
) Gains and lozses from sale snd wnrealized gaing and losses and 005 0 o
value adiustmeant of inancia assels
d) Intevest and dividend income oog 2. 368, D00 «15, 189
o) Infenest Bxprnses 0a7 11.274.000 10,070,459
1) Prowvigions e o] 243,000 2.454.314
o) Exchange rate diferences (Unrealised) oos 751.000 3830373
B} Other adiusiments for non-cash fransactions and urrealized gaing 010 1610617 o
and lnsses
I Cash flow increase or decrease before changes in the working
capital (ADP 001+002) 11 22.434.312 14,298 082
3 Changes in the working capital (ADP 013 to 016) 2 -2.907.000 2,271,904
a) increass or decrease in shorf<lenm Fabilifies 013 3. 318,000 -2.035.926
b Incresse or decreass in shorf-Jarm recenablps 014 411,00 4,307 830
¢} Incregse of Jecrease i Nvenones 015 1] i]
o) Ciher increase or decreasa in the working caodal 016 1] 0
Il Cash from operations (ADP 011+012) o7 19.827.312 16.567 986
4 Inlesest paid 018 ] 1]
5 Income fax paid 018 0 o
A} NET CASH FLOW FROM OPERATING ACTIVITIES (ADP D17 1o 019) 20 19.527.312 16.567 B-E-Eil
Cash flow from investment activities
1 Cash recanipts from sales of fixed tangiole and intangible assats 24 [ L
2 Cash receipts rom sades of inancial instrurments 022 1,000 [+
3 |nterest received 023 i) 4]
4 Dividends recened 024 i) i)
5 Cash raceiplts from repayment of loans and deposils 025 13.050.000 B.530.776
6 Chher cash receipts from investment actities 02a i} 0
(N Total cash receipts from investment activities [ADP 021 o 026) ozv 13.061.000 B.530.776
1 Cash fi fi i i
EE; paymiants for the punchass of fined tangible and intangibde 028 2,503,000 0
2 Cash payments for the acquisition of linancial instruments 028 0 Dl
3 Cash payments for bnans and deposits for the pariod 030 -10.924.000 10,290,485
4 Acquisifion of a subsidiary, nat of cash aequined 031 L] ﬂI
§ Other cash paymens from investimant activities iz 0 0
IV Total cash payments from investment activities (ADF 028 10 032) 033 -13.B60.000 -1(.290.485
B} NET CASH FLOW FROM INVESTMENT ACTIVITIES (ADP 027 +033) 034 -B00. 000 =1. 758,705
Cash flow from financing activities
1 Cash receipls from the increase of initial (subscribed) capital 035 ] 1]
2 Cagh receipls from the issue of equity inancial instruments and debd i 5 I
financial instruments
2 Cash receipls from credit principals, loans and othir borrowings 03T 811.000 1000000
4 Other cash receipls from financing activilies 038 0 0
V Total cash recelpts from financing activities (ADF 035 o 038) 038 811.000 1,000.000
1 Cagh payments for the repayment of credit principals, loans and other
boerowings and debt financial instruments 040 ARAA000 HEEATATT
2 Dividends paid [i2 4] [H]
3 Cash payrents for finance lease 042 -1.124.000 -4.116.144




4 Cash payments for the redemplion of ireasury shares and decreass of
initial {subscribed) capital
& Oher cash payments from financing activitios

Vi Total cash payments from financing activities (ADP 040 to 044)

{C) NET CASH FLOW FROM FINANCING ACTIVITIES (ADP 038 +045)

1 Unreslised exchange rale differences in cash and cash equivalents

D) NET INCREASE OR DECREASE OF CASH FLOWS (ADP
O+0 34+ 046+047 )

E) CASH AND CASH EQUIVALENTS AT THE BEGINNING OF PERIOD

F) CASH AND CASH EQUIVALENTS AT THE END OF PERIODJADP
D4B+049)

a3

045

0T

050

4]
1]
-14 258 000

-12.447.000]
o
§.271.412

5872 6a8|

11.144.000

0
0

-18.747 61

-17. 47601
0
-2 530,324

11.144.000

B804 6T6
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