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I INTRODUCTION

The subject of business of the company Hrvatske Autoceste d.o.o. is prescribed by Article 81 of the
Roads Act (OG 84/11, 22/13, 54/13, 148/13, 92/14, 110/19; hereinafter: the Act), and relates to
operation, construction and maintenance motorways in the Republic of Croatia, except for those

motorways managed by the concessionaire in accordance with Article 79 of the Act.

Hrvatske Autoceste d.o.o. are entirely owned by the Republic of Croatia, and the rights and duties of
the founder are exercised by the Government of the Republic of Croatia in accordance with Article 84
of the Act while the Minister of Sea, Transport and Infrastructure is legally authorised representative

of the Government in the Company's Assembly.

Sources of funds for financing the business activities of Hrvatske Autoceste d.o.o. are determined by
Article 86 of the Act, while fees for financing the construction and maintenance of motorways are

prescribed by Article 91 of the Act.

Accounting records of business changes in public capital, their use and depreciation are regulated by
Articles 94, 95 and 96 of the Act. The capital accounting approach in favour of the public capital records
fees for financing the construction and maintenance of motorways, revenues from exchange rate
differences and gains generated by Hrvatske Autoceste d.o.o0., while public capital records interest and
negative exchange rate differences and the part of depreciation of public capital not covered by the
company's own operating income.

Planning of construction and maintenance of motorways is regulated by law and is carried out through

the following program planning documents:

- in the long term, in the Public Roads Development Strategy adopted by the Croatian
Parliament in line with Article 18 of the Act,

- in the medium term, in the four-year public road construction and maintenance programmes
adopted by the Government of the Republic of Croatia,

- annually, in motorway construction and maintenance plans adopted by Hrvatske Autoceste
d.o.o. with the approval of the Government of the Republic of Croatia in accordance with Art.

22 of the Act.
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Bases for the development of the Business Plan of Hrvatske Autoceste d.o.o. for 2021:

» Operations in the conditions of the COVID-19 pandemic

The company is implementing activities to streamline operations with an emphasis on maintaining
liquidity during the recovery period of toll revenues, which has a declining trend of 30% compared to
2019 with a planned gradual recovery by 2023. It is planned to continue with the successfully
implemented refinancing process in 2020, by which the existing credit arrangements were repaid early
with new loans contracted on the domestic financial market under more favourable terms of maturity

and interest rates.
» Decisions of the Government of the Republic of Croatia of 21 May 2020 on initiating the procedure
for termination of the concession granted to the company Autocesta Rijeka - Zagreb d.d. and

merger of Autocesta Rijeka - Zagreb d.d. to the company Hrvatske Autoceste d.o.o.

The merger creates preconditions for more rational financial management and greater potential for
investment in investment maintenance and construction. Consolidating the management of state-
owned motorways will facilitate the introduction of a new toll collection system and bring savings in

public procurement procedures.

» Continuation of the investment cycle started in previous years and new investments in motorways
in accordance with the programme planning documents of the Government of the Republic of
Croatia, as follows:

— Plan for construction and maintenance of motorways for 2021 adopted by Hrvatske Autoceste
d.o.o. with the consent of the Government of the Republic of Croatia for the implementation

of the Program for the period from 2021 to 2024

A total of HRK749,373,522 of investments in motorways is planned for 2021. Of the total amount of
investments in 2021, HRK 473,253,331 is allocated for construction, and HRK 276,120,191 is for

investment in periodic maintenance of motorways.

» Routine maintenance and toll collection on motorways operated by Hrvatske Autoceste d.o.o.
HRK 128,785,000 shall be spent for material costs and the routine maintenance services by the end of

2021.
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» Ensuring liquidity - from the Company's own revenues from the use and management of
motorways and by securing credit sources for the continuation of the construction of started

projects:

HAC from the Company's own revenues (tolls, road land management and other own revenues) fully
finances the Company's operating costs (management and routine maintenance) and interest on loans
for the Public good and loan principal repayments. The investments are planned to be financed from

the excise duty on energy, grants from EU funds, loans from development banks and own funds.

> Guidelines for the preparation of the state budget of the Republic of Croatia for 2021 and
projections for 2022 and 2023, which were adopted by the Government of the Republic of Croatia

at its 11" session on 23 September 2020 at the proposal of the Ministry of Finance.

In accordance with the above Guidelines, Hrvatske Autoceste d.o.o. as a legal entity 100% owned by
the Republic of Croatia, which according to the rules of the statistical methodology of the European
Union (ESA 2010) is classified in the general government sector, has the status of extra-budgetary
user of the state budget. This includes the development of a financial plan that is adopted by the
Parliament of the Republic of Croatia together with the adoption of the State Budget of the Republic
of Croatia. In this context, the reporting data are presented according to the rules of budget
accounting.

Accordingly, Hrvatske Autoceste d.o.o. prepared the Financial Plan for 2021 and the projection for
2022 and 2023, which was approved by the Croatian Parliament with the adoption of the State Budget
of the Republic of Croatia for 2021 and projections for 2022 and 2023 at the 4™ Session held on 25
November 2020.

In the Guidelines for the preparation of the state budget of the Republic of Croatia for 2021 and the
projection for 2022 and 2023 for Hrvatske Autoceste d.o.o. the target values of surplus are defined as
the difference between revenues and operating expenses that must be achieved during the
preparation of the Financial Plan as default limits that ensure the Company's ability to maintain
resilience in conditions of reduced revenues and settle liabilities based on loan principals due in the
planning period.

The following is a cumulative financial plan of the Company after the status change that is expected
to take place on 31 December 2020, given that the individual financial plans of the companies

Hrvatske Autoceste d.o.0. and Autocesta Rijeka - Zagreb d.d. adopted by the Parliament on November
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25, 2020, when both companies operated as separate legal entities during the period of its

preparation and adoption.

Financial plan of Hrvatske Autoceste d.o.o. for 2021 and the projection for 2022 and 2023

in HRK
No. ltem Plan for 2021 Plan projection | Plan projection
for 2022 for 2023

1. OPERATING REVENUE 2.751.072.708 2.928.084.740 3.262.175.419
2 REVENUE FROM NON-FINANCIAL ASSETS 0 0 0
3. TOTAL REVENUE (1.+2.) 2.751.072.708 2.928.084.740 3.262.175.419
4 OPERATING EXPENDITURE 1.107.067.186 1.106.987.440 1.099.960.419
5. EXPENDITURE FOR NON-FINANCIAL ASSETS 765.005.522 688.097.300 777.215.000
6. TOTAL EXPENDITURE (4.+5.) 1.872.072.708 1.795.084.740 1.877.175.419
7. DIFFERENCE - SURPLUS / DEFICIT (3.-6.) 879.000.000 1.133.000.000 1.385.000.000

SURPLUS / DEFICIT ACCORDING TO THE GUIDELINES OF THE ECON. POLICY 2021 -
879.000.000 1.133.000.000 1.385.000.000

2023
B. FINANCING ACCOUNT
\[-% Plan projection | Plan projection
Item Plan for 2021 f:r 21022 f:r 21023
8. PROCEEDS FROM FINANCIAL ASSETS AND DEBT 210.000.000 264.000.000 279.000.000
9. EXPENDITURE FOR FINANCIAL ASSETS AND LOAN REPAYMENT 1.203.675.170  1.654.510.396  1.771.512.208
10. DEPOSIT BOOK TRANSFER FROM THE PREVIOUS PERIOD 717.452.444 602.777.274 345.266.878

11. DEPOSIT BOOK TRANSFER FROM TO THE NEXT PERIOD (-(7.+8.-9.+10.)) -602.777.274 -345.266.878 -237.754.670

12. NET FINANCING -879.000.000 -1.133.000.000 -1.385.000.000

13. SURPLUS / DEFICIT + NET FINANCING (7.+12.) 0 0 0

By giving the prior consent of the Government of the Republic of Croatia to the agreed final proposal
of the Agreement on the merger of the company Autocesta Rijeka - Zagreb d.d. to the company
Hrvatske Autoceste d.o.o. as of 3 December 2020, preconditions were created for the adoption of
decisions by the General Assembly of Companies, Supervisory Boards and the signing of the Agreement
by the Management Boards of both companies with the scheduled date of entry of the merger in the
competent court register on 31 December 2020. On the day of the merger, the company Autocesta
Rijeka Zagreb d.d. ceases to exist, and all rights and obligations in accordance with the Companies Act
are transferred to the company Hrvatske Autoceste d.o.o. and Hrvatske Autoceste d.o.o. take over all
workers in accordance with Article 137 of the Labour Act.

This Business Plan for 2021 represents the consolidated Financial Plans of the companies Hrvatske
Autoceste d.o.o. and Autocesta Rijeka - Zagreb d.d. prepared in accordance with the Guidelines for the

preparation of the state budget in order to ensure the sustainability of operations and financial
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stability of the Company. The adopted Guidelines of the Ministry determined the surplus of Hrvatske
Autoceste d.o.0. and the Affiliate by year as follows:

— Year 2021 HRK 879,000,000
—  Year 2022 HRK 1,133,000,000
—  Year 2023 HRK 1,385,000,000

Il RESTRUCTURING

With the adoption of the Decision of the Government of the Republic of Croatia on accepting business
and financial restructuring of the road sector of 16 March 2017, the process of modernization and
restructuring of the road infrastructure sector began, based on the Atkins study from January 2017,
which indicated the need to merge Rijeka - Zagreb d.d. to the company Hrvatske Autoceste d.o.o. with
an effect on cash flow optimization, reduction of administrative operating costs and better

management of the procurement system.

Business restructuring

The operational measures implemented so far also include the implementation of the Redundancy
Program through voluntary termination of employment contracts with the application of established
forms of incentive measures to reduce the number of employees. Through the redundancy program
by voluntary termination of employment contracts and natural outflows in the period from 31
December 2017 to 31 December 2020, the number of full-time employees was reduced by
approximately 460 workers, which is estimated that from 1 January 2021 Croatian Motorways doo
have 2,645 employees, of which 160 on a fixed-term basis and 2,485 on an indefinite basis, which is a
decrease of 12.5% compared to the beginning of the restructuring and makes 2.3 permanent workers

per kilometre.

Financial restructuring

Financial restructuring was carried out in the period from 2017 to 2019, while in 2020, due to the
COVID-19 pandemic, a one-year moratorium on credit arrangements for debt refinancing from 2018
and 2019 was implemented with a three-year effect of relieving repayment plans in the amount of
HRK 1.25 billion as well as the three-year deferral of interest due on the basis of the Agreement on the
transfer of funds that accumulates HRK 450 million of smaller expenses in the period from 2021 to
2023, which provided the Company with less liquidity burden in the period of toll revenue recovery in

the cumulative amount of HRK 1.7 billion.
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In addition to the above, and for the purpose of merging, Hrvatske Autoceste d.o.o. secured a loan on
the domestic financial market for the repayment of two loans of the company Autocesta Rijeka -
Zagreb d.d. which will be implemented on December 31, 2020. The refinancing loan was executed with
a maturity of 12 years, which includes a three-year grace period in which 5% of the loan principal is
paid, resulting in additional liquidity of HRK 287.1 mil in the period from 2021 to 2023 during the
recovery of the toll revenue.

Also in 2020, the process of restructuring of credit indebtedness with unfavourable interest rates was
initiated and completed, and for a loan with Deutsche Bank from 2015 with an interest rate of 5.2%
and without the possibility of early payment, the consent of all banks that bought a share of Deutsche
Bank's loan on the market was successfully obtained in order to disburse it on 31 December 2020. For
the purpose in question, Hrvatske Autoceste d.o.o. obtained the loan terms with an interest rate of
1.5% and a maturity of 10 years, which includes a three-year grace period in which 5% of the loan
principal is paid, which will additionally result in a three-year lower liquidity burden in the amount of
HRK 331m.

All this debt restructuring ensures HRK 2.3 billion less burden on the Company's liquidity in the period

of recovery of toll revenue caused by the COVID-19 pandemic.

. REVENUE AND EXPENDITURE PLAN

Based on the analysis of the operations of Hrvatske Autoceste d.o.o. in the previous period, the starting
points for the development of the Plan, which are explained in the introduction, and in accordance
with the activities of Hrvatske Autoceste d.o.o0. determined by the Roads Act and the Guidelines for
the preparation of the state budget of the Ministry of Finance, the Company's revenues and
expenditures are planned, and for the Public Good receipts and expenses and revenues and
expenditures which are recorded as changes in public capital in the business records of Hrvatske
Autoceste d.o.o.

Business operations in 2020 were marked by epidemics of COVID-19 disease, which significantly
affected revenues, so the estimated amount of the most significant revenue of Hrvatske Autoceste
d.o.o., toll revenue, in 2020 was lower than in 2019 by HRK 683,302,980 or by 34.3% which is a
consequence of the decrease in vehicle traffic on motorways due to restrictions, i.e. reduction of travel
and movement caused by the epidemic. Operating expenses decreased mostly in costs for employees,
and the same is a result of the process of business restructuring and reduction of the number of

employees.
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By merging the company Autocesta Rijeka - Zagreb d.d. previous revenues of Hrvatske Autoceste d.o.o.
increase by HRK 573,318,810, of which the most significant revenue from toll collection is planned in
the amount of HRK 544,716,940, while operating management expenses increase by HRK 27,337,350,
mostly in the part of employee expenses. Expenditures of the Public Good are increased by interest on
loans in the amount of HRK 69,131,635 and by the calculation of exchange rate differences on the
balance of long-term loans.

Given that the company Autocesta Rijeka - Zagreb d.d. ceases to exist on the day of entry of the merger
in the commercial register of the competent court, ie on 31 December 2020, the business year of the
Merged Company ends on the day preceding the day of entry in the court register, and Hrvatske
Autoceste d.o.o. will enter all assets, rights, liabilities and public capital for the network of motorway
that is transferred from the company Autocesta Rijeka - Zagreb d.d. to the management of Hrvatske
Autoceste d.o.o. Accordingly, the Profit and Loss Account Plan of Hrvatske Autoceste d.o.o. for 2021
includes revenues and expenditures for the motorway network taken over for management on 31
December 2020, for which reason the historical data of Hrvatske Autoceste d.o.o. for 2020 are not
comparable and this Business Plan will not be shown in the table that follows "Plan of the profit and

loss account of HAC d.o.0. and receipts and expenses / revenues and expenditures of the Public Good”.
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1. PROFIT AND LOSS ACCOUNT PLAN OF HAC-a d.0.0. and PLAN OF RECEIPTS AND EXPENSES /
REVENUES AND EXPENDITURE OF THE PUBLIC GOOD (changes in public capital)
In HRK
PLAN
FOR 2021

PUBLIC GOOD
(changes to the
public capital)

HACd.o.0.
(P&L acc.)

3

A. TOTAL REVENUE 2.303.275.000 867.150.000  3.170.425.000
|. OPERATING REVENUE 2.297.066.810 417.000.000 2.714.066.810
1. Revenue from sales (outside the Group) 2.277.774.865 0  2.277.774.865

1.1. Revenue from toll collection 2.184.277.000 0 2.184.277.000
1.2. Revenue from land use management 77.741.830 0 77.741.830

Other revenue from sales (road maintenance service, rent, waste material sale,
1.3. 15.756.035 0 15.756.035
approvals, ENC sale revenue)

1.4. Fee from ARZ for routine maintenance and toll collection 0 0 0
2. Revenue based on the use of own products, goods and services (donations) 9.757.745 0 9.757.745

3. Es\;i‘i';’:(’)';?Etsegrr;’::sra;";i:::e"eu - extra. (outside the Group) 9.534.200 10.000.000 19.534.200

4. Operating revenue within the Group 0 0 0

> Eﬂgﬁstg::d Capital aid (excise duties on fuel) 0 407.000.000 407.000.000

1l. FINANCIAL REVENUE 6.208.190 450.150.000 456.358.190

1. Revenue from interest and other financial revenue 409.270 150.000 559.270

2. Positive exchange rate differences 5.798.920 450.000.000 455.798.920

B. TOTAL OPERATING EXPENDITURE 2.073.032.700 863.373.240  2.936.405.940

I. OPERATING EXPENDITURE 2.071.232.700 32.693.000 2.103.925.700

1. Material costs 237.618.860 0 237.618.860
1.1. Cost of raw materials and materials 99.598.280 0 99.598.280
1.1.1. Cost of raw materials, materials, spare parts, small inventory write-off 32.314.080 0 32.314.080
1.1.2. Energy costs (electrict power, gas, fuel) 67.284.200 0 67.284.200
1.2. Cost of sold goods 1.999.200 0 1.999.200
1.3. Other external costs 136.021.380 0 136.021.380
1.3.1. Costs of routines maintenance services 59.684.020 0 59.684.020
1.3.2. Other services and fees 76.337.360 0 76.337.360
2. Salaries (gross Il) 444.039.660 0 444.039.660

of which taxable severance packages 720.000 0 720.000

of which salary remuneration based on court rulings 0 0 0

3. Employee benefits 62.271.780 0 62.271.780

of which incentive severance packages 1.200.000 0 1.200.000

4. Total depreciation 1.269.356.000 32.693.000 1.302.049.000
4.1. Asset depreciation of company 21.579.000 0 21.579.000
4.2. Depreciation of the public good operated by HAC 1.247.777.000 0 1.247.777.000
4.3. Corrected value of Public good (motorways) in concession 0 32.693.000 32.693.000
5. Other costs 6.672.400 0 6.672.400

6. Value adjustment 7.000.000 0 7.000.000

7. Provisioning 21.000.000 0 21.000.000

5 publ oo ransey o completed syuttures o H dio. 23274000 o 2274000

1. FINANCIAL EXPENDITURE 1.800.000 830.680.240 832.480.240

1. Interest and fees 1.100.000 330.680.240 331.780.240

2. Negative exchange rate differences 700.000 500.000.000 500.700.000

¢, HACd.o.0: profit or loss before taxing 230.242.300 3.776.760  234.019.060

" PUBLIC GOOD: public capital increase or decrease (A. - B.)

10
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2. STRUCTURE OF PLANNED REVENUE AND EXPENDITURE OF HAC AND THE PUBLIC GOOD OF
a) HACd.o.o.

in HRK % of share

e Total revenue plan......ccoiiiiiiniiiiii 2,303,275,000 100.0
o (o] | =YL= o LU LSRR 2,184,277,000 94.8
- revenue from managing road land (service areas).........ccceevvenn. 77,741,830 3.4
- all other busIiNESS rEVENUE..........uuvviiiieieee et e 35,047,979 1.5
- fiNANCIAl FEVENUE.......ceeeeeee et 6,208,190 0.3

The expenditure of Hrvatske Autoceste d.o.0. are planned to be covered from the revenues as well as
the entire depreciation of the Public good managed by the Company.

In accordance with the capital approach in the presentation of revenues and expenditures, separately
for HAC and separately for the Public good, capital aid in the form of compensation from excise duties
on energy in the amount of HRK 407,000,000 is recorded as public good income and is not shown in

the Company's revenue position.

The total planned revenues for HAC and the Public good in 2021 amount to HRK 3,170,425,000, the
total planned expenditures for HAC and the Public good amount to HRK 2,936,405,940, and in
accordance with the Roads Act (Articles 94, 95, 96) revenues and Public good expenses do not affect

the Company's operating result and are tax neutral.

e Total expenditure of the Company 2,073,032,700 100.0
Out of which:
- operating expenditure .........cccceeevvieeeeciiieee e 2,071,232,700 99.9

Out of which depreciation of the company's assets and Public Good HRK 1,269,356,000 or 61,2%
- financial expenditure of the Company*.......cccccoeeiieeiecieeee e, 1,800,000 0.1

*the financial expenditure of the Public Good are not included in the Company's operating expenditure

The total operating revenues are higher than the estimated realization in 2020, which is the result of
the merger of the company Autocesta Rijeka - Zagreb d.d. and increases in toll revenues from the
former concession area of the Merged Company. Revenue from toll collection for 2021 is planned,
with the application of the precautionary principle, with an increase of 27% compared to 2020 marked
by a decrease in revenue caused by the pandemic.

By merging the company Autocesta Rijeka - Zagreb d.d. the Agreement for the provision of services of

routine motorway maintenance, toll collection and traffic surveillance and control executed on 14

11
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December 2018 for a period of four years between the companies Autocesta Rijeka - Zagreb d.d. and
Hrvatske Autoceste d.o.o0., which, among other things, defined the amount of compensation for the
provided service of routine maintenance, toll collection and traffic surveillance and control that ARZ

had to pay to HAC in the average annual amount of HRK 156 million, ceased to exist.

Other operating revenue of HAC consists of the following (profit and loss account):

— Other planned revenue from sales includes revenue from the road maintenance services (Sveti
Ilija Tunnel), revenue from rents for business parking lots and optical fibre infrastructure,
revenue from the sale of ENC packages (electronic toll collection products) and other business
revenue related to the business activities of the Company;

- Revenue based on the use of own products, goods and services that accrue and are not money-
related (donations in the form of toll-free passage for public services with the right of way,
associations and other humanitarian organisations, persons with a disability, families with sick
or special-needs family members etc.);

— Other business revenue that have extraordinary or one-time characteristics, namely
enforcement of damages from insurance companies, unpaid disputed, claimed and written-

down receivables, long-term reserves etc.

The financial revenue of the Company includes interest related to invoices, default interest and

positive exchange rate differences, mostly from tolls paid in foreign currencies.

The total operating expenditure of the Company (with the depreciation of the Public Good) amounts
to HRK 2,073,032,700, and includes operating expenditure in the amount of HRK 2,071,232,700 and

financial expenditure in the amount of HRK 1,800,000.

The operating expenditure of the Company includes:
e 11,5% of material costs connected with routine motorway maintenance and toll collection in the

amount of HRK 237.618.860, which include the following groups of costs:

- costs of raw materials and other materials in the amount of HRK 99,598,280 (electric power,
strewing salt, fuel, consumables for maintenance, spare parts, costs of magnetic cards and
means of toll subscription (ENC))

- costs of sold goods in the amount of HRK 1,999,200

- otherexternal costs in the amount of HRK 136,021,380 (routine maintenance of the machinery,

vehicles and equipment; routine maintenance of roads, bridges and tunnels; card company

12
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commissions, data processing and software maintenance services, utility services and fees;
telecommunication services, insurance premiums for assets and employees, intellectual

services, attorney and notary public services);
e 21.4% costs for the salaries of employees amounting to HRK 444,039,660

e 3,0% employee benefits amounting to HRK 62.271.780 (commuting costs, annual bonuses, third
pension pillar, tax-free redundancy incentives)

e 61.2% depreciation of the assets of the Company and Public Good amounting to HRK
1,269,356,000

e 0.3% other operating expenses in the amount of HRK 6,672,400 which include fees for employees
(business trips, work on site, professional training), memberships for various associations,
administrative and court fees, scholarships and support for the education, and fees for members
of Supervisory Board and the Board of Auditors etc.

e 0.3%: value adjustment of assets in the amount of HRK 7,000,000 based on a corrected value of
receivables for doubtful and disputed claims as well as claimed receivables, mostly toll claims

e 1.2%: reservation of costs in the amount of HRK 21,000,000 for length-of-service awards, costs of
initiated court proceedings and reservation of due claims pending litigation

e 1.1%: other operating expenditure (extraordinary) in the amount of HRK 23,274,000 (granting of
the right of free passage for public service vehicles - police, army, fire brigade, ambulance
amounting to HRK 10,800,000 as well as for other vehicles in the amount of HRK 300,000, VAT
included, costs of principals based on court rulings, depreciated value of expensed fixed assets from
investment maintenance)

e 0.1%: financial expenditure of the company in the amount of HRK 1,800,000, which includes
interest based on court rulings amounting to HRK 100,000 and negative exchange rate differences

amounting to HRK 700,000 related to toll collection operations

The planned operating result of the Company reports income in the amount of HRK 230,242,300 as a
difference between the total planned revenue in the amount of HRK 2,303,275,000 and total planned
expenditure in the amount of HRK 2,073,032,700, with the depreciation of the Public Good in the
amount of HRK 1,247,777,000 included.

b) PUBLIC GOOD
in HRK % share

e Planned total revenue/receivables or public capital increase........... 867,150,000 100.0
- capital grant from the budget (from the excise duty on fuel) 407,000,000 46.9

13
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- Other BUAZEt FEVENUE.........cveeieeeeeieeceeeeeeee et 10,000,000 1.2
- fiNaNCial FEVENUE......ccc e 450,150,000 51.9
(out of which HRK 450,000,000 of positive exchange rate
differences*)
e Total planned expenditures/payables or public capital 1,063,373,240 100.0
reduction............
- interest and fees for I0aNS.......uuuurereiicieeeeeeeeeee e 330,680,240 38.3
- negative exchange rate differences*.........ccccccovvvevvieiiciieencneens 500,000,000 57.9
- correction of the Public Good value under concession.............. 32,693,000 3.8
o Difference: total revenue —total expenditure............cccccuvveennnne. 3,776,760

*Given that the Republic of Croatia entered the European Exchange Rate Mechanism (ERM II) in July
2020, exchange rate fluctuations between the euro and the kuna do not disturb economic stability,
the Central Parity is set at 1 euro = 7.53450 kuna, and fluctuations currencies are allowed within certain
limits, which puts the risk of activation of significant negative exchange rate differences significantly
under control, and they are projected at a neutral level in relation to positive exchange rate

differences.

In the revenues / receipts of the Public Good, it is planned to receive from the budget the excise duty
on energy, which, according to the Roads Act, represents the funds used by the Republic of Croatia to
finance real estate expropriation, construction and maintenance of public roads and loan repayments.
Compensation from excise duty on energy is planned in the amount of HRK 407,000,000 in accordance
with the funds for Hrvatske Autoceste d.o.o. on this basis in the Expenditure Plan of the Ministry of
the Sea, Transport and Infrastructure in the budget of the Republic of Croatia for 2021.

Also, in revenues / receipts of the Public good, financial income in the amount of HRK 450,000,000 is
planned on the basis of positive exchange rate differences and HRK 150,000 on the basis of interest

income and other financial income.

The planned expenditure that reduces the public capital include interest and fees per loans, negative
exchange rate differences and the correction of value of motorways in concession that are recorded

in the business records of Hrvatske Autoceste d.o.o.

The planned total Public Good revenue/receivables exceed the planned Public Good expenditure by
3,776,760, with a capital increase planned by the same amount. With regard to the projected income
of HAC in the amount of HRK 230,242,300, the planned public capital increase amounts to HRK
234,019,060.
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V. PLANNED NUMBER OF EMPLOYEES, SALARY COSTS AND EMPLOYEE BENEFITS

The expected number of employees as at 31 December 2020 is 2,688 workers, and given that for 43
workers the employment will end on 31 December 2020 in official statistics, their departure will be
visible from 1 January 2021 when the Company will employ 2,645 workers, of which 160 temporary
workers. The Business Plan for 2021 as at 31 December 2021 envisages that the Company employs
2,610 workers or a reduction of 35 workers as a result of a reduction in the number of fixed-term
workers from 160 to 85 workers and an increase due to the merger of Autocesta Rijeka - Zagreb d.d.
by which the employment contracts concluded by the Merged Company are transferred to the

Acquiring Company and the number of employees is increased by 40 employees.

The business restructuring process began in 2017 and so far with the incentive severance packages
and the natural labour outflow about 460 workers left the company, which is in agreement with the
guidelines issued by the World Bank regarding the number of employees per motorway kilometre.
This was reduced from the initial 2.76 workers per kilometre in 2019 to 2.37 that is expected at the
end of 2021, or 2,3 employees per kilometre on fixed contracts and with the introduction of the new

toll collection system the planned number is 2,02 employees per kilometre.

In accordance with the stated needs of the Toll Collection Department, in 2021 seasonal employment
of toll attendants with a certain dynamic distribution is planned for a certain period of time, and in the
main part of the tourist season from 15 June to 30 September a maximum of 130 toll attendants can
be hired. In order to ensure the continuity of the process in the event of a COVID-19 pandemic in case
of infection of part of the employees directly involved in the toll collection process and to ensure
maximum traffic flow in peak season, an appropriate number of temporary toll cashiers is employed
with a tendency of decreasing their number in the last quarter of 2021.

Expenditures for salaries in 2021 are planned in the amount of HRK 444,039,660 and they participate
in the total operating costs with 21.4%. The salary plan for employees for 2021 envisages an increase
in coefficients by 0.5% based on past work and a correction of the starting salary base for the growth
of consumer prices, in accordance with Article 61 of the Collective Agreement.

Employee benefits are planned in the amount of HRK 62,271,780 and account for 3.0% of the
Company's total expenses. Employee benefits include transportation costs to and from work, jubilee
awards, non-taxable occasional awards, gifts in kind, gifts to employees' children, salary supplements,
flat-rate compensation for food costs, other assistance and support to workers up to maximum non-
taxable amounts, payments in Ill. Pension pillar and payment of the non-taxable part of incentive

severance pay, all in accordance with the valid Collective Agreement.
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V. FINANCING PLAN

For investment, business and financial activities that the Company plans to carry out in 2021, the plan
of receipts and expenditures, sources of financing and consequently the state of indebtedness of the
Company at the end of the year have been determined.

1. Financing source plan for the planned activities in 2021
- accrual principle of the current year-

in HRK

ET Sources of financing

State budget foans

Expenditure | Company's own
b — (excise duties EU grants Cash assets s

value funds Contracted | contracts/refin
on fuel)

Activities

ancing
2 E] 4 7 8

1. Capital investment in motorways and other roads 749.373.522 87.819.059 407.000.000 44.554.463 0 180.000.000 30.000.000 210.000.000
1.1. Construction 473.253.331 87.819.059 175.434.272 0 0 180.000.000 30.000.000  210.000.000
1.2. Periodic maintenance 276.120.191 0 231.565.728 44.554.463 0 0 0 0
2. Operation and routine maintenance 799.954.106 788.034.106 10.000.000 0 0 1.920.000 0 1.920.000
2.1. Operation 630.169.106 628.249.106 0 0 0 1.920.000 0 1.920.000
2.2. Routine motorway maintenance 128.785.000 118.785.000 10.000.000 0 0 0 0 0
2.3. Expenditure for income tax 41.000.000 41.000.000 0 0 0 0 0 0
3. Procurement of tangible and intangible assets 15.632.000 15.632.000 0 0 0 0 0 0
4. Loan liabilities 1.534.355.410  1.398.033.080 (1] 0 136.322.330 0 0 0
4.1. Interest and fees 330.680.240 330.680.240 0 0 0 0 0 0
4.2. Loan principal repayment 1.203.675.170 1.067.352.840 0 0 136.322.330 0 0 0
TOTAL 3.099.315.038  2.289.518.245 417.000.000 44.554.463 136.322.330 181.920.000 30.000.000 211.920.000
All amounts are VAT exclusive
in 000 HRK
Structure of expenditure
1.400.000 -~
1.203.675
1.200.000 -
1.000.000 -
800.000 -
630.169
600.000 -
473.253
400.000 - 330.680
276.120
200.000 - 128.785
0 - ; ; ; — : :
Construction Periodic Operation Routine Income tax  Procurement Interest and Loan principal
maintenance maintenance expenditure of Company's fees repayment
of motorways assets
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Structure of financing sources

O Company's own funds
@ State budget

(excise duties on fuel)
OLoans

@ Cash assets

EEU grants

Financing of investments in public roads is planned mostly from fees from excise duties on fuel,
company's own funds, grants from EU funds and loans to finance the continuation of the construction
of the A5 Motorway from the Hungarian border to the Halasica Bridge contracted in 2020 and a new
loan for the construction of the Motorway. A7 Rijeka - Rupa - Zuta Lokva, section Selce - Novi
Vinodolski. Expenditures for operation and routine maintenance and acquisition of intangible and
tangible assets of the Company in the management function are planned to be financed entirely from
the Company's own revenues, while expenditures for incentive severance pay will be paid from

previously secured funds from the European Bank for Reconstruction and Development.

Procurement of intangible and tangible assets in the planned value of HRK 15,630,000 refers to the
procurement of vehicles, machinery and equipment for motorway maintenance (road vehicles, trucks,
silo spreaders for trucks and snow ploughs, lawn mowers, workshop equipment, etc.) IT and
telecommunications equipment and licenses. A significant part of the investment relates to the
modernization of the existing information system started in 2020, and is related to the introduction of
a document management system and digitization of the archive and a business solution for human
resources management. Furthermore, in 2021 investment in the reconstruction of the dilapidated and
obsolete heating / cooling system of the administrative building of Hrvatske Autoceste d.o.o. is

planned.
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2. Planned loan debt status

In addition to the planned activities of the Company for 2021 and the dynamics of cash flows in the
receipts and expenses plan, the use of loans throughout the year is planned, so the balance of credit

indebtedness at the end of 2021 is as follows:

in HRK

1. ESTIMATE OF DEBT STATUS AS OF 31.12.2020. 25.154.614.816
2. Use of previously contracted loans from development banks 180.000.000
3. Withdrawl of proceeds from loan contracted in 2021 30.000.000
4. Loan refinancing 0
5. TOTAL NEW BORROWING (2. + 3. +4.) 210.000.000
6. LOAN REPAYMENT IN 2021 1.203.675.170
6.1. Loan repayment / refinancing 0
6.2. Loan repayment 1.203.675.170
7. REDUCING INDEBTEDNESS in 2021 (5. -6.) -993.675.170
8. ESTIMATE OF INDEBTEDNESS STATUS AS OF 31.12.2021. (1. +7.) 24.160.939.646

ESTIMATE OF INDEBTEDNESS STATUS AS OF 31.12.2021. in EUR 3.221.458.619

The debt structure as at 31 December 2020 shows the indebtedness of Hrvatske Autoceste d.o.o. in
the amount of HRK 20,027,935,411 kuna and of the company Autocesta Rijeka — Zagreb d.d.in the
amount of HRK 5,26,679,405 considering that by merging the liabilities of Merged company are
transferred to Hrvatske Autoceste d.o.o.

Expenditures for loan repayments of the Merged Company, according to the plan with refinanced
liabilities for two KfW loans, in 2021 amount to HRK 475,383,440, and increased by interest in the
amount of HRK 69,131,635 are not covered by the planned toll collection revenue of the taken over
motorway network amounting to HRK 544,716 .848.

The situation is the same in 2022, when HRK 606,987,355 of credit obligations fall due, and the revenue
from toll collection is planned in the amount of HRK 578,121,098, while the stated trend in 2023 will
stabilize with the planned revenue of HRK 655,808,841 and liabilities under loans in the amount of HRK
415,806,371. In 2021, the due principal in the amount of HRK 1,203,675,170 shall be repaid, while
based on the withdrawal of credit funds for the construction of new sections, the amount of HRK
210,000,000, shall be realized thus projecting indebtedness at the end of 2021 in the amount of HRK
24,160,939,646 (€3,221,458,619 according to the planned exchange rate € 1= HRK 7,5). For the
completion of construction of the A5 Beli Manastir - Osijek - Svilaj Motorway, the section from Beli
Manastir to the Halasica Bridge, a part amounting to HRK 180,000,000 shall be withdrawn under the
already signed loan, while for the construction of the A7 Rupa - Rijeka - Zuta Lokva Motorway, the
section Selce - Novi Vinodolski a new loan shall be executed with the development bank in 2021 with
a sovereign guarantee in the amount of HRK 610,000,000 with a withdrawal of HRK 30,000,000 in the

first year of use.
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VI. CONSTRUCTION PLAN

The construction and maintenance plan of Hrvatske Autoceste d.o.o. for 2021 foresees the
continuation of the investment cycle started in previous years and new investments in motorways. It
will be an integral part of the Program for construction and maintenance of public roads for the period
from 2021 to 2024, which will be adopted by the Government of the Republic of Croatia at the
proposal of the Ministry of the Sea, Transport and Infrastructure. This Plan covers investments on
motorways under the competence of Hrvatske Autoceste d.o.o. as well as investments in the
concession area of the company Autocesta Rijeka - Zagreb d.d. which, in accordance with the Decision
of the Government of the Republic of Croatia on the termination of the concession, is merged with

the company Hrvatske Autoceste d.o.o.

Table showing planned investments in 2021

in HRK
Plan 2021
(] 2
1. Capital investment in construction 473.253.331
2. Capital investment in periodic maintenance 276.120.191
3. TOTAL CAPITAL INVESTMENT (1. + 2.) 749.373.522

A total of HRK 749,373,522 of investments in motorways is planned for 2021. Of the total amount of
investments in 2021, HRK 473,253,331 is allocated for construction, and HRK 276,120,191 is

investment in periodic (heavy) maintenance of motorways.

The construction plan for 2021 includes activities of land expropriation and archaeological research,
relocation of installations, design, construction and supervision in the total amount of HRK
473,253,331. The sources of financing of the planned investments in construction are loans from
development banks in the amount of HRK 210,000,000 (44.4%), fees from excise duties on fuel in the
amount of HRK 175,434,272 (37.1%) and the company's own funds in the amount of HRK 87,819,059
(18.5%).

The majority of investments in the construction of motorways in 2021 include the capital project of
continuation of the construction of Corridor Vc subsection Beli Manastir - Halasica bridge, while a
smaller part of the investment includes other minor projects carried over from previous years, relating
to landscaping, noise barriers, as well as projects that are planned to start on a smaller scale in 2021.

Contracting a credit line in 2020 in the amount of EUR 107 million with development banks (HBOR

and EBRD) ensured the continuation of the investment cycle and the completion of the Vc corridor:
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Border of the Republic of Hungary - Beli Manastir - Osijek - Svilaj, 17.5 kilometres and the section
Border of the Republic of Hungary - Beli Manastir, 5 kilometres long.

In 2021, commencement of construction of the Selce - Novi Vinodolski section on the A7 Rupa - Rijeka
- Zuta Lokva Motorway is planned as well as the commencement of activities on the implementation
of a new toll collection system.

In cooperation with the Ministry of the Sea, Transport and Infrastructure, Hrvatske Autoceste are
applying for the new electronic toll collection system which is based on the free flow of vehicles
without stopping which increases road speed and reduces harmful emission due to long lines and
bottlenecks. It is based on a combination of two modern and proven technologies: billing via an
upgraded on-board unit (ENC) and an automatic license plate recognition. More than 85% of all
tourists come to the Republic of Croatia by road, so the solution is tailored to users who do not need
to buy ENC devices. The new system will be interoperable with the existing electronic payment
systems in the European Union. In addition, its implementation ensures the continuation of the
restructuring process with lower operating costs, as it requires lower costs of labour with virtual
channels of digital toll sales.

A new loan in the amount of HRK 610,000,000 will be provided for the construction of the Selce - Novi
Vinodolski section in 2021.

In addition, preparatory activities are underway for the start of construction of the section Lekenik -
Sisak on the A1l Zagreb - Sisak Motorway, which include archaeological research, utility relocation
and land purchase, and will be financed from the company's own sources, while the construction of
the motorway will be carried out in accordance with financial possibilities and possibly with a new
borrowing in 2022.

In October 2020, a contract was signed for the preparation of Study Documentation for the section of
the A1 motorway Metkovi¢ Interchange - Dubrovnik (Osojnik), the preparation of which involves
determining the justification for the construction of the motorway from the Metkovi¢ junction to
Dubrovnik, in the first phase over the PeljeSac Bridge and access roads that are currently under
construction. The purpose of the project is to connect southern Dalmatia and Dubrovnik to the
motorway network as a logical continuation of the construction of the motorway on the Adriatic -
lonian corridor, and according to the plan, the design development of the route should begin in 2021.
The construction plan for 2021 also includes investments in land easement, administrative procedure,
construction and supervision of the Trinajsti¢i junction, which is located on the route of the A7
motorway Rupa - Rijeka - Zuta Lokva between the Matulji and Jurdani junctions. This project is
important for an efficient connection of Matulji and its surroundings to the Rijeka bypass and the

motorway network as well as to relieve the congestion on the existing road network.
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VII. MAINTENANCE PLAN

1. PERIODIC MAINTENANCE

The periodic maintenance plan for 2021 envisages works value of HRK 276,120,191, to be financed
from excise duties on fuel in the amount of HRK 231,565,728 (83.9%) and grants from EU funds in the
amount of HRK 44,554,463 (16.1%).

The planned periodic maintenance works in 2021 include the reconstruction and reconstruction of the
pavement structure and pertaining structures such as bridges, overpasses, viaducts, works on repair
of cuts, drainage systems, traffic equipment and road marking and furniture, works on facilities for
maintenance and traffic control centres, service areas to extend the life of the property and to improve

the quality and safety of the road traffic.

In 2021, the completion of works on the Crocodile 2 Croatia project and the Crocodile 3 Croatia project
(completion of works in 2022) launched at the European level with the aim of achieving harmonization
of intelligent transport systems (ITS) is also expected. It will also result in high quality passenger

information services on the most important road corridors in Europe.

The Crocodile 3 Croatia project continues the Crocodile 2 Croatia project. The main focus of the
Crocodile 3 Croatia project is focused on the continued implementation of the DATEX Il standard for
the exchange of traffic information important for traffic safety. Existing traffic management plans and

procedures will also be upgraded.

Grants from the European Union Funds from the Connecting Europe Facility (CEF) have been obtained
for the implementation of the project of introducing intelligent transport systems in traffic
maintenance and control centres (Crocodile 2 Croatia and Crocodile 3 Croatia); 85% of the funds for

construction and equipment activities are non-refundable.

In the periodic maintenance plan for 2021, important activities will be carried out related to road traffic
safety, such as the implementation of road marking and signalization in accordance with the solutions
from the traffic study and to increase traffic safety and activities related to the reconstruction of video

surveillance and video detection system.

Detailed description of investments in the construction and periodic maintenance of motorways is
given in the Plan for the construction and maintenance of motorways for 2021, which are issued by

Hrvatske Autoceste d.o.o. with the consent of the Government of the Republic of Croatia.
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2. ROUTINE MAINTENANCE

Hrvatske Autoceste d.o.o. currently maintain a network of 918.5 km of functioning motorway sections
which are under the management of HAC and 187 km of sections under the management of Autocesta
Rijeka - Zagreb d.d. Upon merger of the two companies in 2021 the total motorway network will

include 1,105.5 km of sections operated by Hrvatske Autoceste d.o.o.

In 2021, Hrvatske Autoceste d.o.0. pursuant to the Agreement concluded with Hrvatske Ceste d.o.o.
will continue to provide the service of fire duty and elimination of harmful consequences caused by

fire or damage to vehicles in the tunnel Sv. Ilija on State Road DC76.

Routine motorway maintenance works are planned in accordance with the regulations and the Routine

Maintenance Standard.

Routine maintenance envisages the usual activities of winter maintenance of the motorway,
monitoring and inspection of the motorway (patrol), maintenance of pavements, facilities, drainage
systems, motorway land areas (grass mowing), traffic signs, signalling and equipment and traffic
monitoring and management systems, power facilities and plants, specialist electrical systems,

electrical and mechanical devices and installations and more.

Routine maintenance costs are planned for 2021 in the amount of HRK 128,785,000 and are higher

than planned for 2020 and estimates of performance in 2020 by 2.6%.

Of the total planned amount of HRK 128,785,000, the costs for routine maintenance of HRK

81,200,000 include material costs consisting of: electricity, fuel and lubricants, sprinklers,

consumables for motorway maintenance (paint and plastic for the reconstruction of road marking,

electrical materials, cleaning agents, equipment for performing firefighting interventions), spare parts

for maintenance and repair of cargo, working and other machines, inventory write-off, hand and

garden tools, work and protective clothing and footwear, traffic signs and equipment for temporary

traffic regulation, tires for cars and trucks) and protective wire fence and guardrail.

The remaining HRK 47,585,000 is planned to be spent on routine maintenance of pavements, facilities
and equipment on motorways, and they consist of: ongoing maintenance of roads, bridges and
tunnels, ongoing maintenance of buildings, maintenance of green areas, ongoing maintenance of

machinery and vehicles, vehicle and machinery rental, vertical and horizontal signalization, servicing
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and maintenance services for fire alarm, ventilation, video surveillance, radio stations, traffic and
information system and more.

The stated expenditure for routine maintenance of motorways do not include expenditure for
maintenance staff, as well as expenditure for the purchase of fixed assets and other operating
expenditures of the Maintenance Department, which are planned within the management

expenditure.

All routine maintenance works will be performed with the aim of ensuring safe traffic, preserving and
improving the technical and safety characteristics of roads, protecting environment from the harmful

effects of road traffic, preserving the environment and achieving a high level of motorway service.

The following is a comparison of the performance for 2019, the Routine Maintenance Plan in 2020,

the estimates of performance for 2020 and the Routine Maintenance Plan for 2021.

Plan of motorway routine maintenance for sections operated by HAC

in HRK
DIONICE POD UPRAVLIANJEM HAC-a
Realised Realisation Plan Index Index Difference
2019 estimate 2020 2021 5/3 5/4 5-4
2 4 5 6 7 8
1. MATERIAL AND ENERGY FOR ROUTINE MAINTENANCE 87.735.569 80.608.577 80.608.577 81.200.000 100,7 100,7 591.423
1.1. Material spent for maintenance 8.194.338 5.658.591 5.658.591 4.085.000 72,2 72,2 -1.573.591
1.2. Salt for maintenance 11.090.585 8.528.763 8.528.763 13.600.000 159,5 159,5 5.071.237
1.3.  Fuel and lubricants 12.366.108 11.798.436 11.798.436 11.115.000 94,2 94,2 -683.436
1.4. Guardrail 2.016.812 1.951.095 1.951.095 200.000 10,3 10,3 -1.751.095
1.5. Electric power for manufacture and overhead costs, gas and steam 44.911.706 45.519.926 45.519.926 44.520.000 97,8 97,8 -999.926
1.6. Spare parts and maintenance material 4.987.466 3.691.163 3.691.163 4.110.000 111,3 111,3 418.837
1.7.  Small inventory write-off, packaging and tires 4.168.553 3.460.602 3.460.602 3.570.000 103,2 103,2 109.398
2. ROUTINE MAINTENANCE SERVICES 55.950.297 44.941.423 44.941.423 47.585.000 105,9 105,9 2.643.577
2.1, Leaseof vehiclesand machinery for routine 4.896.530 4.940.419 4.940.419 5.000.000 101,2 101,2 59.581
maintenance of roads, bridges and tunnels
2.2. Road marking and traffic signs 6.218.773 2.900.244 2.900.244 3.600.000 124,1 124,1 699.756
2.3. Green areas maintenance, deforestation 1.069.759 1.111.224 1.111.224 1.200.000 108,0 108,0 88.776
2.4. Maintenance of roads, bridges and tunnels 14.997.599 10.518.784 10.518.784 14.250.000 135,5 135,5 3.731.216
2.5. Maintenance of machinery, vehicles and equipment 28.767.637 25.470.752 25.470.752 23.535.000 92,4 92,4 -1.935.752
3. TOTAL(1.+2.) 143.685.866 125.550.000 125.550.000 128.785.000 102,6 102,6 3.235.000
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VIIl. MANAGEMENT STRUCTURE

Owner:

Republic of Croatia 100%

General Assembly:

As the founder, the Republic of Croatia exercises its rights in the General Assembly of the Company
through the Government of the Republic of Croatia, represented by Oleg Butkovi¢, Minister of

Maritime Affairs, Transport and Infrastructure.

Supervisory Board:

Branimir Jerneic¢ Chairman

Nino Vela Deputy Chairman

Darko Kasap Member

Ladislav Turcinovi¢ Member

Andelko Kasunié Member, Employees’ representative

Board of Editors:

Natasa Munitic¢ Chairperson
Ladislav Turcinovic¢ Deputy Chairperson
Darko Kasap Member

Rudi Grubisi¢ Member

Management Board:

Dr. Sc. Boris Huzjan, BSc in Civil Engineering President of the Management Board
Stjepan Baranasic¢, BSc in Civil Engineering Member of the Management Board

President of the Management Board:

Dr.Sc. Boris Huzjan, BSc CEng
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