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RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The Management is responsible for ensuring that financial statements of JP Autoceste Federacije BiH d.o.0.,
Mostar (hereinafter the “Company”) are prepared for each financial year in accordance with the Law on Roads of
FBIH and International Financial Reporting Standards (IFRS) as published by the International Accounting
Standards Board (IASB) which give a true and fair view of the state of affairs and results of the Company for the
year ended on 31 December 2019.

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

In preparing those financial statements, the responsibilities of the Management include ensuring that:

suitable accounting policies are selected and then applied consistently;

judgments and estimates are reasonable and prudent;

e applicable accounting standards are followed, subject to any material departures disclosed and explained
in the financial statements; and

e the financial statements are prepared on the going concern basis unless it is inappropriate to presume

that the Company will continue in business.

Management is responsible for keeping proper accounting records, which disclose with reasonable accuracy at
any time, the financial position of the Company. Management must also ensure that the financial statements
comply with the Law on Roads of the FBiH and Low on Accounting and Auditing of the FBiH. Management is also
responsible for safeguarding the assets of the Company, and hence, for taking reasonable steps for the prevention
and detection of fraud and other irregularities.
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To the Owner and Management of JP Autoceste Federacije BiH d.o.o., Mostar:
Report on the audit of financial statements
Opinion

We have audited the financial statements of Javno preduzece Autoceste Federacije BiH (hereinafter: ,Company"),
set on pages 5 to 36, which comprise of the statement of financial position as at 31 December 2019, statement
of comprehensive income, statement of cash flows and statement of changes in equity for the year then ended,
and a summary of significant accounting policies and other explanatory notes.

In our opinion, the financial statements present fairly, in all material respects, the financial position of the Company
as at 31 December 2019 and of its financial performance and its cash flows for the period then ended in
accordance with International Financial Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with the International Ethics Standards
Board for Accountants Code of Ethics for Professional Accountants (IESBA Code) together with the ethical
requirements that are relevant to ethical responsibilities in accordance with these requirements and the IESBA
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Emphasis of matter

Without modifying our opinion, we draw attention to Notes 32 and 34 to the financial statements. Namely, during
July 2016 the Company received the Decision from Tax Authority of the FBIH number 13/09-3-15-11-1309/16 for
additional identified liabilities identified by previously submitted Report of the performed control number 13/09-3-
15-10-1309/16 dated 17 June 2016. Additional liabilities are related to income tax liabilities for the period 2011-
2015, corporate income tax from self-employment and employment activities and penalty interest. On the above
mentioned decision, as at 3 August 2016, Company made a complaint number 01-2254-6/16 by which the
Company denies all the additional identified liabilities, arguing that the Tax Authority in determining the additional
liabilities did not take, except the Law on income tax, relevant articles of the Law on Roads of the FBiH, which
define the activity for managing of the public road, the way of financing, and the fact that in non-commercial
company, the difference between public income and public expenses is a financial result that is non-taxable. As
at 24 August 2016 the Company sent to the Tax Authority a supplement to the complaint based on the statement
of acting Director of the Tax Authority dated 22 August 2016 number 13/04-49-1-1829/16. In the above-mentioned
statement, acting Director has expressed the opinion that the inspectors during the control did not comply with all
applicable laws, i.e. they should not make a calculation and order the payment of profit tax in the amount of BAM
33,394 thousand and penalty interest in the amount of BAM 11,865 thousand. However, we note that on 29 June
2016 the Company received an opinion from the Minister of the Federal Ministry of Finance confirming the earlier
allegation of the Tax Administration that the Company is still a tax payer. On 22 August 2017, the Company
received a Supplementary Decision No. 13/09-3-15-11-1309-1/16, which defines that the taxpayer (the Company)
is obliged to calculate the statutory default interest rates for the given delays from 30 April 2016 until the date of
the settlement of the obligation, and the Company's objection to the original Record will be dismissed as
unfounded. During October 2017, the Company filed a complaint for the supplementary Decision.
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In connection to above mentioned, on 19 December 2018, the Company received the Order for forced collection,
and on 31 January 2019, and the Decision on initiating the procedure for forcible collection of tax liabilities in the
amount of BAM 61,234 thousand. Considering that the Company had initially initiated an administrative dispute
against the Decision of the Federal Ministry of Finance, the Company filed a request for postponement of enforced
collection, which the Cantonal Court in Sarajevo confirmed with the decision issued on 21 January 2019. As a
result of the aforementioned Decision, on 14 February 2019, Cantonal Taxation Office Mostar issued a Decision
on the termination of the compulsory collection of tax liabilities until the ending of the administrative dispute.

We also note that profit tax returns for 2017 and 2016 are initially delivered without the entered tax base and any
tax liabilities identified. However, during January 2019, the Company amended tax returns for 2016 and 2017 on
the basis of a call from the Tax Administration in November 2018, where the net result for both years is presented
as the difference between the total costs and total revenues minus revenues from excise, issuance of road land,
and fees for the use of motorways, and on this basis, a net loss was reported. Tax returns for 2018 and 2019
were presented and submitted in the same way.

As presented in Notes 14 and 15 to the financial statements, the Company reported investments in progress in
the amount of BAM 548,698 thousand, which is 25% of total assets. We draw attention to the fact that there are
significant investments from previous periods as well as the fact that a significant part of the investment relates
only to project documentation. Our opinion has not been modified in relation to the above issue.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with IFRSs, and for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless management either intends to liquidate the Company or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company'’s financial reporting process.
Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in
accordance with ISAs will always detected a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

¢ |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

¢ Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Company'’s internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.



e Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Company's ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor's report. However,
future events or conditions may cause the Company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.
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JP AUTOCESTE FEDERACIJE BIH D.0.O0. MOSTAR
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2019

2019 2018

Note BAM 000 BAM 000
Income from operations
Revenue 5 209,466 201,352
Other operating income 6 220 144
Total income from operations 209,686 201,496
Operating expenses
Material and services 7 (10,688) (9,890)
Employee expenses 8 (16,664) (15,650)
Depreciation and amortization 9 (32,651) (33,226)
Other operating expenses 10 (4,573) (11,542)
Total operating expenses (64,576) (70,308)
PROFIT FROM OPERATIONS 131,188
Financial income and expenses
Financial income 11 168 16
Financial expenses 12 (11,528) (13,706)
PROFIT BEFORE TAX 133,750 117,498
Income tax 13 - =
PROFIT AFTER TAX 133,750 117,498

The accompanying notes form an integral part of these financial statements.



JP AUTOCESTE FEDERACIJE BIH D.0.0. MOSTAR
STATEMENT OF FINANCIAL POSITION
AS OF 31 DECEMBER 2019

31/12/2019 31/12/2018
Note BAM 000 BAM 000
Non-current assets
Intangible assets 14 37,661 31,888
Property, plant and equipment 15 1,946,169 1,793,810
Long-term advances paid 16 55,487 12,475
Other long-term receivables 17 20,000 20,000
Long-term deferred expenses 18 4 148
Total non-current assets 2,059,321 1,858,321
Current assets
Inventories 19 534 305
Other receivables 20 39,309 31,410
Short-term deposits 21 36,000 -
Cash and cash equivalents 22 75,086 78,844
Total current assets 150,929 110,559
TOTAL ASSETS 2,210,250 1,968,880
Equity and reserves
State Capital 23 2 2
Retained earnings (funds) - 680,264 546,514
Other capital items (funds) - 389,870 389,870
Grant funds - 17,952 -
Total equity and reserves 1,088,088 936,386
Non-current liabilities
Liabilities for retained retention 24 7 5,457
Long-term borrowings 25 869,928 855,312
Liabilities for long-term securities 26 - 48,999
Provisions 27 2,735 2,141
Total non-current liabilities 872,670 911,909
Current liabilities
Short-term borrowings 28 94,270 68,766
Trade payables 29 50,937 27,470
Current portion of liabilities as per securities 26 48,999 -
Other payables 30 55,286 24,349
Total current liabilities 249,492 120,585
TOTAL EQUITY AND LIABILITIES 2,210,250 1,968,880

The accompanying notes form an integral part of these financial statements.

Signed on behalf of the Company as of 14 July 2020:

Adnan Terzi¢, Director



JP AUTOCESTE FEDERACIJE BIH D.O0.O0. MOSTAR
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2019

Share Retained Other capital Grant
capital earnings items funds Total
BAM 000 BAM 000 BAM 000 BAMO000 BAM 000
Balance as at 31 December
2017 2 429,016 389,870 - 818,888
Result for the year - 117,498 - - 117,498
Balance as at 31 December
2018 2 546,514 389,870 - 936,386
Transfer from liabilities * - - - 17,952 17,952
Result for the year - 133,750 - - 133,750
Balance as at 31 December
2019 2 680,264 389,870 17,952 1,088,088

Other capital items relate to the capital transferred in 2011 from the account of the funds of the then Federal
Railway Construction, Management and Maintenance Department of the Federal Ministry of Transport and
Communications. The capital was not registered in the court register.

* On 10 February 2020, the Company made a Decision to change the accounting policies. Namely, when
recording approved grants for the works, instead of the current revenue approach, the Company will apply also
the capital approach, starting with the financial statements for 2019. Therefore, as at 31 December 2019, the
Company reclassified grant liabilities to the appropriate capital accounts.

The accompanying notes form an integral part of these financial statements.



JP AUTOCESTE FEDERACIJE BIH D.0.0. MOSTAR
CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2019

2019 2018

BAM 000 BAM 000
Operating activities
Result for the year 133,750 117,498
Adjustment for:
Depreciation and amortization 32,651 33,226
Interest income (168) (16)
Provisions for court claims and employee benefits 1,860 116
Impairment of inventories 39 6
Impairment of intangible assets - 8,883
Income/(loss) of disposals of tangible assets (12) 10
Cash receipts from operating activities before movement in
working capital 168,120 169,723
Increase in long-term advances paid (43,012) (796)
Decrease in long-term deferred cost 144 148
Increase in inventories (268) (27)
Increase in other receivables (7,899) (11,539)
Decrease in liabilities for retained retentions (5,450) (10,455)
Payments for court claims and severances (1,266) (121)
Increase in trade payables 23,467 4,367
Increase in other payables 48,889 2,456
Net cash from operating activities 182,725 143,756
Investing activities
Purchase of tangible and intangible assets (190,801) (124,368)
(Increase)/decrease in deposits (36,000) 5,000
Inflows from the sale of tangible assets 30 6
Collected interest 168 16
Net cash used in investing activities (226,603) (119,346)
Financial activities
Increase in borrowings 40,120 5,039
Increase in liabilities for long-term bonds - 48,999
Net cash from financing activities 40,120 54,038
Net (decrease)/increase in cash and cash equivalents (3,758) 78,448
Cash and cash equivalents at the beginning of year 78,844 396
Cash and cash equivalents at the end of year 75,086 78,844

The accompanying notes form an integral part of these financial statements.



JP AUTOCESTE FEDERACIJE BIH D.0.0. MOSTAR
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

1. GENERAL

JP Autoceste Federacije BiH d.o.0. Mostar (hereinafter the “Company”) is registered in the Municipal Court in
Mostar on 28th October 2010, in accordance with the Law on Roads of the Federation of Bosnia and
Herzegovina, by the provisions of this Law, the Company was entrusted with the management, construction,
reconstruction, maintenance and protection of motorways and high-speed roads in the Federation of Bosnia
and Herzegovina. Company is headquartered in Mostar, Adema Buca 20 street.

Until the date of establishment of the Company, activities on managing the network of motorways and high-
speed roads in the Federation of BiH were conducted by Federal Directorate for Building, Managing and
Maintaining Motorways. In accordance with the Decision of Federal Ministry of Transport and Communications
number 01-27-2462-1/10 from 5th January 2011, the Commission was appointed to conduct
takeover/discharge of documentation regarding employment, financial and general affairs between the Federal
Ministry of Transport and Communications and the Federal Directorate for Building, Managing and Maintaining
Motorways. The abovementioned Commission determined the actual balances of assets, liabilities and
receivables of Federal Directorate for Building, Managing and Maintaining Motorways as at 31 December
2010. At 1 January 2011, the transfer of assets and liabilities from Federal Directorate to the Company was
performed.

1.1. Operating activities

The operating activities of the Company are management, construction, reconstruction, maintenance and
protection of motorways and high-speed roads. According to article 16 of Law on Roads of Federation of BiH,
operating activities of the JP Autoceste FBiH are:

- preparation of long-term, medium-term and annual plans and programs of development, reconstruction,
renovation, construction and maintenance of roads and roads facilities, as well as reports on
implementation of these plans and programs;

- maintenance and protection activities;

- investing activities for business studies and projects, renovation, construction, reconstruction and
maintenance of roads and facilities;

- proposing financial plans and reports to improve methods of collecting funds to roads financing;

- keeping records (database) of roads, facilities, traffic signalization and equipment on roads and cadastral
of road land zone;

- assigning of works of construction, reconstruction, renovation and maintenance of roads;

- preparing and monitoring the implementation of program of measures and activities to improve traffic
safety on roads it manages;

- preparation of base for concessions assignment and providing professional and technical supervision;

- organization of toll collection system;

- collection of data and informing the public about road conditions and methods of traffic;

- taking the necessary measures to preserve and protect environment;

- organizing and providing services to users of motorways and high-speed roads;

- other activities defined in the act on establishing of Autoceste FBiH.

In accordance with the above Law, the financial funds for performing operating activities are provided from
public revenue, borrowings and donations/grants.

As at 31 December 2019, the Company had 439 employees (31 December 2018: 423 employees).
1.2, Governing bodies

As of 31 December 2019, the governing bodies of the Company are:

Management
Adnan Terzi¢ Director
Adem Zol] Acting Director for projecting and construction from 26 June 2019
Jasmin Buco Executive Director for projecting and construction until 26 June 2019
Marin Jel¢i¢ Executive Director for managing and maintenance
Ivica Curi¢ Executive Director for economic-financial operations
Adisa Kadi¢ Acting director for general, personnel and legal affairs



JP AUTOCESTE FEDERACIJE BIH D.O.0. MOSTAR
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

1. GENERAL (CONTINUED)

1.2. Governing bodies (continued)

Supervisory Board
Dobroslav Gali¢ Chairman
Zlatan Lovri¢ Member
Bilal Tulumovi¢ Member
Ante Vrdoljak Member
Ibrahim Badzak Member

Audit Committee

Ismet Hajdar Chairman from 14 June 2019
Azra Koso Chairman until 14 June 2019
Slobodan Vukoja Member
Nina Dzidi¢ Member
2; ADOPTION OF NEW AND REVISED STANDARDS
21 Standards and interpretations effective in current period

In the current year, the International Accounting Standards Board has published a larger number of
amendments to IFRS that are in effect for accounting periods beginning on 1 January 2019 or later. The annual
improvements include a large number of amendments to IFRS, which are shown as follows:

IAS 12 Income Taxes (annual improvements, applicable from 1 January 2019)

IAS 19 Employee Benefits (annual improvements, applicable from 1 January 2019)

IAS 23 Borrowing Costs (annual improvements, applicable from 1 January 2019)

IAS 28 Long-term Interests in Associates and Joint Ventures (annual improvements, applicable from
1 January 2019)

IFRS 3 Definition of a Business (annual improvements, applicable from 1 January 2019)

IFRS 9 Financial Instruments (annual improvements, applicable from 1 January 2019)

IFRS 11 Joint Arrangements (annual improvements, applicable from 1 January 2019)

IFRS 16 Leases: specifies how an IFRS reporter will recognise, measure, present and disclose leases.

The standard provides a single lessee accounting model, requiring lessees to recognise
assets and liabilities for all leases unless the lease term is 12 months or less or the underlying
asset has a low value. Lessors continue to classify leases as operating or finance, with IFRS
16’s approach to lessor accounting substantially unchanged from its predecessor, IAS 17.
(applicable from 1 January 2019)

IFRIC 23 Uncertainty over Income Tax Treatments: The interpretation addresses the determination of
taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax rates, when
there is uncertainty over income tax treatments under IAS 12. (applicable from 1 January
2019)

2.2 Standards and Interpretations in issue not yet adopted

At the date of authorization of these financial statements, the following Standards and Interpretations were in
issue but not yet effective:

IFRS 17 Insurance Contracts: a way of measuring insurance and a more uniform measurement and
presentation approach for all insurance contracts. (applicable from 1 January 2021)

The Company will not adopt these standards, amendments and interpretations in advance, before the date

they enter into force. The Management anticipates that the adoption of these standards and interpretations in
future periods will not significantly affect the Company's financial statements.
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