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RESPONSIBILITY FOR THE ANNUAL SEPARATE FINANCIAL STATEMENTS

The Management Board of the company HZ Cargo Ltd., Zagreb, Heinzelova 51 (the
,Company"), is obliged to ensure that the annual separate financial statements for 2023 are
prepared in accordance with the Accounting Act (Official Gazette 78/15, 134/15, 120/16,
116/18, 42/20, 47/20, 114/22, 82/23) and International Financial Reporting Standards, which
were adopted by the European Union, in order to provide a true and objective presentation of
the separate financial position, separate operating results, separate changes in equity and
separate cash flows of the Company for that period.

Based on conducted research, the Management Board is justified in expecting the Company
to have adequate resources to continue its operations in the foreseeable future. Accordingly,
the Management Board prepared the annual separate financial statements under the
assumption that the Company’s operations are going concern.

During the preparation of the annual separate financial statements, the Management Board is
responsible for:

¢ selecting and consistently applying appropriate accounting policies in accordance with valid
financial reporting standards;

e making reasonable and prudent judgments and evaluations;

e applying valid financial reporting standards, publishing and explaining any deviation that is
of material importance in the financial statements and

e preparing the annual separate financial statements under the assumption of the going
concern principle unless the assumption is inappropriate.

The Management Board is responsible for keeping correct accounting records, which will at
any time and with acceptable accuracy reflect the separate financial position, separate
operating results, separate changes in equity and separate cash flows of the Company, as well
as their compliance with the Accounting Act and International Financial Reporting Standards
published in the official gazette of the European Union (,IFRS"). The Management Board is
also responsible for safeguarding the Company's assets, and therefore for taking justified
measures to prevent and detect fraud and other irregularities.

Signed on behalf of the Management Board:

Dragan Mé\_réinko, CEL

4 XL’{JC

HZ CARGO Ltd., Zagreb —
Heinzelova 51
10 000 Zagreb

April 23, 2024
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INDEPENDENT AUDITOR’S REPORT

To the owner of the company HZ CARGO d.o.0., Zagreb

Report on the Audit of the Annual Separate Financial Statements

Qualified Opinion

We have audited the annual separate financial statements of the company HZ CARGO d.o.o0.,
Zagreb, Heinzelova 51, ("the Company") for the year ended 31 December 2023, which
comprise the separate Statement of Financial Position / separate Balance Sheet as at 31
December 2023; the separate Statement of Comprehensive Income; the separate Statement
of Changes in Equity and the separate Cash Flow Statement for the year then ended; and the
accompanying Notes to the Financial Statements which concisely set out the principal
accounting policies and other explanations.

In our opinion, except for the possible effects of the matters described in our report in the Basis
for qualified opinion section, the attached annual separate financial statements fairly present,
in all material respects, the separate financial position of the Company as of December 31,
2023, its separate financial performance and separate cash flows for the year then ended in
accordance with the International Financial Reporting Standards ("IFRS") which are adopted
by the European Union.

Basis for Qualified Opinion

il The Company has no settled property and legal relations over a significant number of
real estate recorded in the separate Statement of Financial Position / separated Balance Sheet
as at 31 December 2023, ie the ownership status of the real estate used by the Company has
not been resolved.

Compared to previous periods, a step forward was made in terms of arranging the state of real
estates that are recorded in the Company's business books and is in accordance with the
concluded Agreement on the regulation of property relations between the companies HZ
Infrastruktura d.o.0., HZ Cargo d.0.0. and HZ Putnicki prijevoz d.o.o. from August 31, 2022,
initiate appropriate procedures to resolve their ownership status. Procedures for settling
property-legal relations and registering ownership of these real estates are in progress.
Following the above, we are not able to determine the effects of possible adjustments in the
annual separate financial statements of the Company for 2023.
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INDEPENDENT AUDITOR’S REPORT
Report on the Audit of the Annual Separate Financial Statements

Basis for Qualified Opinion (continued)

We conducted our audit in accordance with International Auditing Standards ("IAS"). Our
responsibilities under those standards are described in more detail in our Independent
Auditor's Report in the section on the auditor's responsibilities for the audit of the annual
separate financial statements. We are independent of the Company in accordance with the
International Code of Ethics for Professional Accountants (the "IESBA Code") including the
International Standards of Independence issued by the International Ethics Standards Board
for Accountants, as well as in accordance with ethical requirements relevant to our audit of the
financial statements in Croatia and have fulfilled our other ethical responsibilities in accordance
with the IESBA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our qualified opinion.

Key Audit Matters

Key audit matters are those matters that were, by our professional judgment, the most
important for our audit of annual separate financial statements of the current period. They
include the recognized significant risks of significant misstatement as a result of error or fraud
with the greatest impact on our audit strategy, the utilisation of our available resources and the
time spent by the engaging audit team. We have dealt with these matters as a part of our audit
of the annual separate financial statements as a whole and in order to form our opinion about
them, and we do not give a separate opinion on these matters.
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Key Audit Matters (continued)

Moore Audit Zagreb

Provisions for court cases

Description

How we audited key audit matters

In the separate Statement of Financial
Position/separate Balance Sheet as at
December 31, 2023, the Company recorded
provisions for potential liabilities in court cases
in which the Company is a defendant in the
amount of EUR 4,701,252 (December 31,
2022 EUR 2,361,628). For more detailed
information, see note 2.21, note 12 and note
33

The company is exposed to a significant
number of long-term court cases and the
outcomes can potentially negatively affect on
the financial performance of the Company.

Provisions are recognized when the Company
has a present legal or derivative liability as a
result of past events and it is probable that it
will cause outflow of money to settle this
liability, and the amount of the liability can be
reliably estimated.

Complex legal issues require Management to
make complex assessments with a high level
of judgment and uncertainty, which can lead to
the recording of significantly incorrect
provision amounts. The outcome of court
proceedings is beyond the Company's control,
and the Management Board's assessment is
uncertain and depends on the progress,
outcomes and judgments in court cases. The
Management makes assessments on the
outcome of court disputes based on the
opinions of the legal department and lawyers
representing the Company.

Following the above, the management's
assessment of the existence of the current
obligation, the probability of its settlement and
the existence of a reliable estimate of the
amount that will be required to settle the
obligation requires the management to assess
the risks and uncertainties related to legal
proceedings so that these events are
adequately measured, presented and
published in the financial statements.

Considering the significance of the amount
and the complexity of the procedure for
assessing the outcome of disputes, the issue
of court disputes and potential liabilities was of
particular importance for our audit.

Our procedures included, among others:

+ obtaining and reviewing the opinions of external
lawyers and other documents prepared by the
Company, in order to assess whether they support
the management's judgments about the recognized
amounts of provisions,

+ a conversation with the Company's legal
department and an external lawyer with the aim of
understanding the assumptions that were
considered when determining the need for
provisions,

+ Assessment of compliance of the policy of
recognition of provisions for initiated court disputes
with International Financial Reporting Standards,

* Checking the purpose and nature of materially
significant provisions,

» Checking the realization of previously reserved
amounts in order to assess the accuracy of previous
judgments and estimates

* Checking the required disclosures related to
provisions in the financial statements to determine
that they are accurate and complete.

Through our audit procedures, we made sure that
provisions in materially significant items were
recorded and published in accordance with
International Financial Reporting Standards.
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Other Information in the Annual Report

The Management Board is responsible for other information. Other information includes
information included in the Annual Report, but do not include the annual separate financial
statements and our Independent Auditor's Report on them. Our qualified opinion on the annual
separate financial statements does not include other information.

Related to our audit of the annual separate financial statements, it is our responsibility to read
the other information and, in doing so, consider whether the other information is materially
inconsistent with the annual separate financial statements or our knowledge obtained in the
audit or otherwise appears to be materially misstated.

Regarding the Management Report, we also performed the procedures prescribed by the
Accounting Act. These procedures include checking whether the Management Report has
been prepared in accordance with Article 21 of the Accounting Act.

Based on the performed procedures, to the extent that we are able to assess it, we report that:

1. the information in the attached Management Report are reconciled, in all significant aspects,
with the attached financial statements; and

2. the attached Management Report is prepared in accordance with Article 21 of the
Accounting Act

Based on the knowledge and understanding of the Company's operations and its environment
acquired within the framework of the audit of the financial statements, we are obliged to report
if we have established that there are significant misrepresentations in the attached
Management Report. In this sense, except for what was stated in the Basis for Qualified
Opinion section, we have nothing to report.

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

The Management Board is responsible for the preparation of annual separate financial
statements that give a true and fair view in accordance with IFRS, and for those internal
controls as the Management Board determines necessary to enable the preparation of annual
separate financial statements that are free from material misstatement, whether due to fraud
or error.

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

Those in charge of management are responsible for overseeing the Company’s financial
reporting process.
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Auditor’s Responsibilities for the Audit of the Annual Separate Financial Statements

Our objectives are to obtain reasonable assurance about whether the annual separate financial
statements as a whole contain material misstatement, whether due to fraud or error, and to
issue an Independent Auditor's report that includes our qualified opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs will always detect 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 annual separate financial statements.

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

e |dentify and assess the risks of material misstatement of the annual separate 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.

e 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 the Management Board.

¢ Conclude on the appropriateness of the Management Board'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 Independent Auditor’s report
to the related disclosures in the annual separate 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 Independent Auditor’'s report. However,
future events or conditions may cause the Company to cease to continue as a going
concern.

o Evaluate the overall presentation, structure and content of the annual separate financial
statements, including the disclosures, and whether the annual financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.
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Auditor’s Responsibilities for the Audit of the Annual separate Financial Statements
(continued)

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.

We also represent to those charged with governance that we have complied with the relevant
independence requirements and will communicate with them about any relationships and other
matters that may reasonably be considered to affect our independence and, where is
applicable, on related protections.

Among the matters communicated with those charged with governance, we determine those
matters that have the greatest importance in the audit of the current period's annual separate
financial statements and are therefore key audit matters.

We describe those matters in our Independent Auditor's Report, unless law or regulation
prevents public disclosure of the matter or when we decide, in extremely rare circumstances,
that the matter should not be communicated in our Independent Auditor's Report because the
negative consequences of disclosure could reasonably be expected to outweigh the benefits
public interest from such communication.
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Report on Compliance with Other Legal Requirements
Report based on the requirements of Regulation (EU) No. 537/2014

1. On September 30, 2022, the General Assembly of the Company appointed us based on
the proposal of the Supervisory Board of the Company to audit the annual separate financial
statements for the year 2022 and 2023.

2. On the date of this report, we are continuously engaged in the statutory audit of the
Company from the audit of the Company's annual separate financial statements for the year
2021 to the audit of the annual separate financial statements for the year 2023, which is a total
of 3 years.

3. In addition to the issues we have set out as a key audit issue in our Independent auditor's
report within the subtitle Report on the Audit of the Annual separate Financial Statements, we
do not have any information to report regarding point (c) Article 10 of Regulation (EU) No.
537/2014.

4. Our qualified audit opinion is consistent with the additional report for the Company's audit
committee drawn up in accordance with the provisions of Article 11 of Regulation (EU) no.
537/2014.

5. During the period between the initial date of the audited annual separate financial
statements of the Company for the year 2023 and the date of this report, we did not provide
the Company with prohibited non-audit services, and in the business year prior to the
aforementioned period, we did not provide services for the design and implementation of
internal control or risk management procedures related to the preparation and/or the control of
financial information or the design and implementation of technological systems for financial
information, and in performing the audit we preserved independence in relation to the
Company.

In Zagreb, April 23, 2024

Audit d.o.o.
Trg Johna Fitzgeralda Kennedyja 6B
10000 Zagreb

/)c;s,{’ /) /X///(




HZ CARGO Ltd., Zagreb

SEPARATE STATEMENT OF COMPREHENSIVE INCOME

for the year ended December 31, 2023

Sales income
Other operating income
Operating income

Raw material and material expenses
Costs of sold goods

Other external expenses

Material expenses

Net salaries and wages

Costs of taxes and contributions from salaries
Contributions on salaries

Personnel costs

Depreciation

Other expenses

Value adjustment
Provisions

Other operating expenses
Operating expenses

Interest, foreign exchange differences, dividends and similar
income from related parties

Interest, foreign exchange differences, dividends and similar
income from non-related parties and other entities

Other financial income

Financial income

Interest, exchange rate differences and other expenses from
related parties and other entities

Interest, exchange rate differences and other expenses from
non-related parties and other entities

Value adjustment of financial assets

Financial expenses

TOTAL INCOME

TOTAL EXPENSES

PROFIT / (LOSS) BEFORE TAXATION

Profit tax

PROFIT / (LOSS) FOR THE PERIOD

OTHER COMPREHENSIVE INCOME

COMPREHENSIVE INCOME / (LOSS) FOR THE PERIOD

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

Note

10
11
12
13

14

15

16

2022 2023
restated
in EUR in EUR
62,019,718 59,072,934
17,404,834 27,987,434
79,424,552 87,060,368
(15,109,253) (10,378,321)
(1,560,509) (999,717)
(17,381,522) (14,598,885)

(34,051,284)

(25,976,923)

(13,556,530) (13,697,479)
(4,912,430) (5,221,693)
(4,031,110) (4,173,685)

(22,500,070) (23,092,857)

(12,022,295) (11,120,981)
(3,210,335) (3,467,479)

(948,636) (11,212,687)
(1,052,267) (1,168,687)
(6,854,639) (9,029,023)

(80,639,526) (85,068,637)

814,617 48,441
232,711 172,223
42,934 89,087

1,090,262 309,751
(8,463,939) (78,794)
(2,439,709) (205,352)

(384,521) :

(11,288,169) (284,146)
80,514,814 87,370,119

(91,927,695) (85,352,783)

(11,412,881) 2,017,336

(11,412,881) 2,017,336

(11,412,881) 2,017,336



HZ CARGO Ltd., Zagreb

SEPARATE STATEMENT OF FINANCIAL POSITION / SEPARATE BALANCE SHEET

as at December 31, 2023

ASSETS

Concessions, patents, licences,
trade and service brands, software
and other rights

Right-of-use-assets

Intangible assets under construction
Intangible assets

Land

Buildings

Plants and equipment

Tools, plant inventory and
transportation assets

Advance payments for tangible
assets

Tangible assets under construction
Other tangible assets
Investment property

Tangible assets

Shares in related parties

Financial assets at fair value through
profit and loss

Given loans

Other long-term financial assets
Financial assets

Trade receivables
Long-term receivables
TOTAL FIXED ASSETS

Raw materials and materials
Inventories

Receivables from related companies
Trade receivables

Receivables from the state and other
institutions

Other receivables

Receivables

Given loans, deposits etc. — within
the group

Given loans, deposits etc.

Given loans, deposits etc.

Cash at bank and in hand
Fixed assets intended for sale

CURRENT ASSETS

Prepaid expenses and accrued
income

TOTAL ASSETS

Note

17
43
17

18

19

20

21

22
23

24
24

25

26
27

28

December 31,

January 1, 2022 2022 December 31,
restated restated 2023
in EUR in EUR in EUR
321,638 315,246 475,946
192,854 178,363 8,276,361
2,867 178,070 -
517,359 671,679 8,752,307
6,820,413 6,820,413 2,344,512
12,041,583 8,189,995 5,272,279
18,611 10,672 6,549
90,872,427 82,794,148 61,484,414
- 305,262 “
236,710 36,779 -
54,049 54,049 54,049
5,098,414 11,526,976 12,033,300
115,142,207 109,738,294 81,195,103
2,690,530 2,274,673 2,269,560
484,615 458,071 524,311
1,434,414 1,279,160 471,268
26,545 - -
4,636,104 4,011,904 3,265,139
136,625 79,127 37,805
136,625 79,127 37,805
120,432,295 114,501,004 93,250,354
3,873,364 2,697,118 2,510,900
3,873,364 2,597,118 2,510,900
1,154,360 314,211 1,884,593
7,532,716 7,951,793 7,530,172
115,156 180,147 327,791
258,704 116,819 208,906
9,060,936 8,562,970 9,951,462
- - 403,946
7,228,518 7,629,153 24,308,851
7,228,518 7,629,153 24,712,797
1,121,590 1,469,638 7,823,260
= - 7,265,063
21,284,408 20,258,879 52,263,482
1,106,695 325,227 520,434
142,823,398 135,085,110 146,034,270

10



HZ CARGO Ltd., Zagreb

SEPARATE STATEMENT OF FINANCIAL POSITION / SEPARATE BALANCE SHEET as at

December 31, 2023. - continued

EQUITY AND LIABILITIES

Subscribed capital

Capital reserves

Legal reserves (profit reserves)
Revaluation reserves

The carried forward loss

Profit /(Loss) for the year

CAPITAL AND RESERVES

Provisions
Liabilities to banks and other
financial institutions

Lease liabilities

Other long-term liabilities
Deferred tax liability

Long-term liabilities

Liabilities to related parties

Liabilities for loans, deposits etc.
Liabilities to banks and other
financial institutions

Lease liabilities
Liabilities for prepayments
Accounts payable

Liabilities to employees
Liabilities for taxes, contributions
and similar fees

Other liabilities

Short-term liabilities

Accrued expenses and deferred

income

TOTAL EQUITY AND LIABILITIES

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

Note

29

30

31

32

33
34

43

35
36

43
37
38
39
40
41

42

January 1, December 31,
2022 2022 December 31,
restated restated 2023
in EUR in EUR in EUR
22,796,204 22,796,204 22,796,204
213,563 121,154,181 93,732,715
382,437 382,437 382,437
916,883 2,393,094 2,393,094
(11,114,628) (17,855,528) (1,846,943)
(16,077,550) (11,412,881) 2,017,336
(2,883,091) 117,457,507 119,474,843
12,616,064 5,640,354 5,243,228
48,429,250 41,728 3,137
107,959 113,737 6,394,511
8,760,155 - -
201,267 525,313 525,313
70,114,695 6,321,132 12,166,189
42,736,026 3,729,743 3,659,713
7,032,107 833,515 787,541
5,628,445 -
81,752 61,372 1,991,501
507,370 222,588 1,872,361
2,169,148 3,437,628 3,007,960
1,173,896 1,212,268 1,327,199
1,406,957 809,933 972,096
12,759,547 119,861 13,682
73,495,248 10,426,908 13,532,053
2,096,546 879,563 861,185
142,823,398 135,085,110 146,034,270

11
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HZ CARGO Ltd., Zagreb
SEPARATE CASH-FLOW STATEMENT
for the year ended December 31, 2023

Profit / (Loss) before tax

Depreciation

Value adjustments

Provisions expense

Interest expense

Interest income

Inventory write-off

Shortages

Adjustment for gain on sale of assets

Other adjustments for non-monetary transactions
Changes in long-term receivables

Changes in inventories

Changes in receivables from related companies
Changes in trade receivables

Changes in other receivables

Changes in prepaid expenses and calculated income
Paid provisions

Changes in liabilities to related companies

Changes in accounts payable

Changes in other short-term liabilities

Changes in deferred income and accrued expenses
Interests paid

Interests collected

Net cash flow from operating activities

Cash flow from investing activities

Outflows for purchase of tangible and intangible assets
Inflows from sale of assets

Net cash flows from investing activities

Cash flows from financing activities

Inflows from loans

Loan repayment

Repayment of leases

Net cash flows from financing activities

TOTAL NET CASH FLOW

CASH AND CASH EQUIVALENTS AT THE BEGINNING

OF PERIOD

CASH AND CASH EQUIVALENTS AT THE END OF
PERIOD

Note 2022 restated 2023

EUR EUR
(11,412,881) 2,017,336
9 12,022,295 11,120,981
11 948,636 1,680,476
12 902,692 1,168,687
15 10,689,585 281,860
14 (877,430) (220,339)
13 4,952 18,281
13 93,104 114
(2,640,013) (12,646,141)
51,616,601 (1,552,548)
57,498 (41,322)
990,067 (86,218)
916,490 1,670,382
(684,810) 6,857,397
(270,664) 239,731
781,469 (586,260)
(8,027,976) (1,054,211)
(39,002,340) (168,572)
1,268,480 (1,174,292)
(20,849,107) 169,219
(1,216,983) (18,378)
(11,192,829) (281,860)
877,430 220,339
(15,005,734) 7,514,662
(7,177,224) (18,298,679)
9,107,233 20,025,719
1,930,009 1,727,040
14,547,929 403,946
(1,024,402) -
(99,755) (3,292,026)
13,423,772 (2,888,080)
348,047 6,353,622
1,121,591 1,469,638
26 1,469,638 7,823,260

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

13



HZ CARGO Ltd., Zagreb
NOTES TO THE FINANCIAL STATEMENTS
for the year ended December 31, 2023

1. GENERAL DATA

1.1 Activity

HZ Cargo Ltd., Zagreb, Heinzelova 51, (the ,Company*), is a company that is 100% owned
by the Republic of Croatia and that is engaged in public rail transport and cargo transport in

domestic and international railway and combined traffic as its basic activity.

1.2 Employees

On December 31, 2023, the Company had 946 employees (on December 31, 2022, there were

1,063 employees).

The structure of employees is as follows:

Master's degree
University degree
Two-year post-secondary
school

Secondary school
certificate

Lower professional
qualifications
Semi-skilled workers
Highly skilled workers
Skilled workers
Unqualified workers
Total

December 31,

December 31,

2022 2023
4 2
75 66
55 41
813 752
28 1
50 62
0
1
30 21
1,063 946
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HZ CARGO Ltd., Zagreb
NOTES TO FINANCIAL STATEMENTS
for the year ended December 31, 2023 — continued

1.3 Supervisory Board and Management Board of the Company

Supervisory Board:
e Damir Sesvecan, chairman of the Supervisory Board from September 28, 2022, until
September 28, 2026

e Kiristina Horvat, vice-chairman of the Supervisory Board from December 18, 2023. until
December 18, 2027

e Nenad Mrgan, worker representative, member of the Supervisory Board from October
25, 2023, until October 25, 2027

Management Board
e Dragan Maréinko, CEO from June 1, 2021, until January 18, 2025

The amount of remuneration to members of the Management Board and Supervisory Board of
the Company is presented in Note 10 with the financial statements.
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HZ CARGO Ltd., Zagreb
NOTES TO THE FINANCIAL STATEMENTS
for the year ended December 31, 2023 - continued

2. SUMMARY OF THE MOST IMPORTANT ACCOUNTING POLICIES

A summary of significant accounting policies adopted for the preparation of the annual
separate consolidated financial statements is set out below. The policies were applied
consistently for all periods included in these reports, unless otherwise stated.

2.1. Statement of adjustment and basis of presentation

The Company’s annual separate financial statements for 2023 were prepared in accordance
with the Accounting Act (Official Gazette 78/15, 134/15, 120/16, 116/18, 42/20, 47/20, 114/22,
82/23) and International Financial Reporting Standards ("IFRS") which were adopted by the
European Union.

Users of these annual separate financial statements should read them together with the
Company’s annual consolidated financial statements as of December 31, 2023, and for the
year then ended in order to obtain comprehensive information about the financial position of
the Company and its subsidiaries (the "Group"), the results of its operations and changes in
the financial condition of the Group as a whole. The consolidated annual financial statements
as of and for the year ended December 31, 2023, are not yet available.

The annual separate financial statements were prepared based on the basic accounting
assumption of the occurrence of a business event, according to which the effects of
transactions are recognized when they occur and are reported in the financial statements for
the period to which they relate, and under the fundamental accounting assumption of going
concern.

2.2. Key estimates and uncertainty of estimates

Certain estimates were used during the preparation of the annual separate financial
statements that affect the display of the Company's assets and liabilities, income and expenses
and the publication of potential liabilities.

Future events and their impacts cannot be predicted with certainty, which means that actual
results may differ from those estimated. The estimates used in the preparation of the annual
separate financial statements are subject to change due to the occurrence of new events, the
acquisition of additional experience, the acquisition of additional information and knowledge
and changes in the environment in which the Company operates.

Key estimates used in the application of accounting policies when compiling financial
statements refer to the calculation of the depreciation of long-term intangible and tangible
assets, impairment of inventory, impairment of receivables, provisions and disclosure of
potential liabilities.
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HZ CARGO Ltd., Zagreb
NOTES TO THE FINANCIAL STATEMENTS
for the year ended December 31, 2023 - continued

2.3 Adoption of new and revised International Financial Reporting Standards (IFRS)
a) Standards and interpretations in force for the current period

The following new standards and revised and amended existing standards and
interpretations issued by the International Accounting Standards Board that were adopted by
the European Union are in force for the current period:

e Amendments to IAS 12 Profit tax: Deferred tax related to assets and liabilities arising
from individual transactions, published on May 7, 2021 (effective date for annual
periods beginning on or after January 1, 2023),

e Amendments to IAS 12 Profit tax: International tax reform — second pillar model rules,
published on May 23, 2023 (effective date for annual periods beginning on or after
January 1, 2023),

e Amendments to IAS 1 Presentation of Financial Statements and IFRS Guideline 2:
Disclosure of Accounting Policies, published on February 12, 2021 (effective date for
annual periods beginning on or after January 1, 2023),

e Amendments to IAS 8 Accounting Policies, changes in accounting estimates and
errors: Definition of accounting estimates, published on February 12, 2021 (effective
date for annual periods beginning on or after January 1, 2023). The adoption of these
standards and interpretations did not have a significant impact on the Company's
financial statements.

The adoption of the aforementioned standards and interpretations did not have a
significant impact on the Company's financial statements.

b) Standards and interpretations issued by the International Accounting Standards Board,
which have been adopted by the EU, but are not yet in force:

e Amendments to IAS 1 Presentation of Financial Statements: Classification of liabilities
as current or non-current, issued on January 23, 2020, and amended on July 15, 2020
(effective date for annual periods beginning on or after January 1, 2024)

e Amendments to IFRS 16 Leases: Lease Liabilities in a Leaseback, issued on

September 22, 2022 (effective date for annual periods beginning on or after January 1,
2024).

The Company does not expect that the new standards and interpretations will have a
significant impact on the Company's financial statements.
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HZ CARGO Ltd., Zagreb
NOTES TO THE FINANCIAL STATEMENTS
for the year ended December 31, 2023 - continued

2.3. Adoption of new and amended International Financial Reporting Standards
(IFRS) (continued)

c) Standards and interpretations issued by the International Accounting Standards Board,
which have not yet been adopted by the EU

On the day of the publication of these annual separate financial statements, the
following standards, revisions and interpretations which were adopted by the International
Accounting Standards Board have not yet been adopted by the European Union:

e Amendments to IAS 1 Presentation of financial statements: Classification of liabilities
as current or separate, issued on January 23, 2020, and amended on July 15, 2020
(effective date for annual periods beginning on or after January 1, 2024)

e Amendments to IFRS 16 Leases: Lease liability in a leaseback, issued on September
22, 2022 (effective date for annual periods beginning on or after January 1, 2024).

Unless otherwise stated above, the new standards and interpretations are not expected
to significantly affect the Company's financial statements.

2.4. Functional currency and reporting currency

Items included in the Company's annual separate financial statements are presented in the
currency of the primary economic environment in which the Company operates (functional
currency).

Given the fact that the Republic of Croatia introduced the euro as its official currency on
January 1, 2023, in accordance with the Act on the Introduction of the Euro as the Official
Currency in the Republic of Croatia, the Company changed the reporting currency from kuna
to euro for the purposes of preparing the annual separate financial statements for the year
ended December 31, 2023. The financial statements for the year ended December 31, 2023,
are the first to be prepared in euro. Since January 1, 2023, the euro has also been the
functional currency of the Company (until January 1, 2023, it was HRK). Although the change
of the reporting currency in the financial statements represents a change in accounting policy
that requires retroactive application, the Company did not publish the third balance sheet in
the financial statements for the year ended December 31, 2023, in accordance with
International Accounting Standard 8 (IAS) Accounting Policies, Changes in Accounting
Estimates and Errors, given the fact that it determined that the change in the reporting currency
does not have a significant impact on the Company's financial statements, due to the stable
HRK/EUR exchange rate over the past few years. The conversion rate was 1 EUR = 7,53450
HRK. The amounts that had been presented in HRK in 2022 were converted into EUR in the
previous year's column in these annual financial statements using the conversion rate.
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HZ CARGO Ltd., Zagreb
NOTES TO THE FINANCIAL STATEMENTS
for the year ended December 31, 2023 - continued

2,5. Revenue recognition
Income from the sale of qoods

Income from the sale of goods is recognized when the Company has transferred significant
risks and benefits of ownership of the goods to the buyer and when it is probable that the
Company will receive the previously agreed payments. These criteria are considered as
fulfilled when the goods have been delivered to the buyer, i.e. when the corresponding invoices
have been issued. Where the buyer has a right of return, the Company defers revenue
recognition until the right of return has expired. However, where the Company retains only an
insignificant risk of ownership with respect to the right of return, revenue is not deferred.

Income from the sale of services

Provided that the income sum can be measured reliably and if it is probable that the Company
will receive compensation, income from services is recognized in the period in which they are
provided. Income from services is mainly generated by transporting goods in the country and
abroad.

Interest income

Interest income is recognized on a time basis, based on the outstanding principal and at the
applicable effective interest rate, which accurately discounts the estimated future cash receipts
over the expected lifetime of the financial instrument or to the net carrying amount of the
financial asset. Interest income is recognized as financial income in the statement of
comprehensive income.

Income from leases

Income from business leases is calculated on a straight-line basis over the lease term.

Income from state subsidies

State subsidies are recognized as income on a systematic and rational basis over the
accounting periods to confront the respective costs which they are intended to compensate.

State subsidies intended for the acquisition of long-term tangible assets that are depreciated
are initially reported as deferred income and subsequently recognized as income in accounting
periods in aliquot parts that show the cost of depreciation of these long-term tangible assets.

2.6. Borrowing costs

Borrowing costs that can be directly attributed to the acquisition, construction or production of
a qualifying asset, which is an asset that necessarily requires a significant amount of time to
be ready for its intended use or sale, are included in the cost of acquiring that asset until the
asset is substantially ready for its intended use or sale. Other borrowing costs are recognized
as expenses.

Borrowing costs include interest on permitted bank account overdrafts, short-term and long-
term borrowings, and exchange rate differences arising from borrowings in foreign currencies,
in the amount in which they are considered as an adjustment of interest costs.
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended December 31, 2023 - continued

2.7. Foreign currency transactions

Transactions in foreign currencies are converted into the functional currency using the
exchange rate valid on the day of the transaction. Monetary assets and liabilities denominated
in foreign currencies on the date of preparation of the separate statement of financial position
were converted into the functional currency using the exchange rate valid on the day of
preparation of the separate statement of financial position / balance sheet. Gains or losses
arising from exchange rate differences, which arise when settling these transactions and from
the conversion of monetary assets and liabilities expressed in foreign currencies, are
recognized in the statement of comprehensive income.

Non-monetary assets and items measured at the historical cost of a foreign currency are
converted at the exchange rate valid on the date of the transaction.

Non-monetary assets and liabilities denominated in foreign currencies that are stated at fair
value are converted into the functional currency at the exchange rate valid on the day the fair
value is determined.

2.8. Profit tax

The profit tax liability for the current year is determined based on the results achieved in that
year, adjusted for the prescribed items of permanent adjustment (income from dividends and
profit shares, and expenses that are not recognized for tax) in accordance with national
regulations in the respective countries where the subsidiary companies operate. Profit tax is
calculated by applying the tax rates that were in force on the balance sheet date.

Deferred tax assets and deferred tax liabilities result from temporary differences between the
value of assets and liabilities shown in the financial statements and the values reported for the
purpose of determining the profit tax base. Deferred tax assets are recognized if there is a
probability that a taxable profit will be realized in the future on the basis of which the deferred
tax assets will be used. Deferred tax assets and deferred tax liabilities are calculated by
applying profit tax rates applicable to the future period when these assets or liabilities will be
realized.

2.9. Intangible assets

Intangible assets refer to IT programs and investments in third-party assets, which are initially
measured at acquisition cost and that are depreciated using the straight-line method over their
estimated useful life.

After initial recognition, intangible assets are recorded at their purchase value minus
depreciation costs and possible accumulated impairment losses.

20



HZ CARGO Ltd., Zagreb
NOTES TO THE FINANCIAL STATEMENTS
for the year ended December 31, 2023 - continued

2.9. Intangible assets (continued)

Internally generated intangible assets, excluding capitalized development costs, are not
capitalized and the costs are recognized in the statement of comprehensive income in the year
in which they are incurred. The useful life of intangible assets is estimated as either finite or
indefinite.

Intangible assets with a finite useful life are depreciated over their estimated useful life and
reduced when conditions for it exist. The depreciation period and depreciation method of
intangible assets with a finite useful life are reviewed at least at the end of each financial year.
Changes in the expected useful life or the expected pattern of use of future economic benefits
included in the assets are accounted for by changing the depreciation period and method and
are treated as changes in accounting estimates. The average estimated useful life of intangible
assets is 4 years.

The depreciation cost of intangible assets with finite useful lives is recognized in the statement
of comprehensive income. Intangible assets with indefinite useful lives are not depreciated,
but are assessed for impairment on an annual basis, either individually or at the level of cash
generation.

The assessment of indefinite useful life is reviewed annually in order to determine whether a
basis for an indefinite useful life still exists. If there is no basis, the useful life is changed from
indefinite to finite.

2.10. Right-of-use assets
All leases are stated by recognizing right-of-use assets and lease obligations, except for:
- leases of low value assets and

- leases whose lease period ends within a period of 12 months from the date of first
application or shorter.

Right-of-use assets are shown separately in the statement of financial position.

Right-of-use assets are initially measured at the amount of lease liabilities, minus all received
lease incentives and increased by:

- all lease payments made on or before the lease start date,
- all initial direct costs,

- the amount of the provision recognized in the case when the Company contractually bears
the costs of dismantling, removing or renovating the place where the asset is located.

Right-of-use assets are reduced by accumulated depreciation, which is calculated linearly over
the duration of the lease, or the remaining economic life of the asset, if it is considered to be
shorter than the lease term.
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2.10. Right-of-use assets (continued)

The useful life of right-of-use assets is shown as follows:

Year 2023
Vehicles 5 years
Business offices 10 years
Locomotives 4-5 years

Lease liability for right-of-use assets

The lease liability was measured at the present value of the remaining lease payments,
discounted using the Company's incremental borrowing rate as of January 1, 2023. The
Company's incremental borrowing rate is the rate at which, within a similar period and on the
basis of a similar guarantee, the Company would pay for borrowing funds necessary for the
acquisition of assets of similar value to the value of right-of-use assets in a similar economic
environment, under comparable terms and conditions.

On the date of initial recognition, the carrying amount of lease liabilities includes:

- amounts expected to be paid by the lessee based on guarantees for the remainder of the
value,

- the price of executing the purchase option if it is certain that the lessee will use this option
and

- penalties for terminating the lease if the lease term reflects that the lessee will exercise the
option to terminate the lease.

After initial measurement, the lease liability increases to reflect the interest on the lease
liabilities and decreases to reflect the lease payments made. The lease liability is subsequently
measured when there is a change in future lease payments resulting from a change in the
index or rate, or when there is a change in the assessment of the term of any lease.
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for the year ended December 31, 2023 - continued

2.11. Property, plant and equipment

Properties, plants and equipment are stated at purchase value less the accumulated
depreciation and/or accumulated impairment losses which constitute tangible assets with a
useful life longer than one year.

The purchase value includes the purchase price, the cost of spare parts of the plant and
equipment and other dependent costs and the estimated value of future dismantling costs if
the conditions for their recognition have been met.

Buildings are recorded at cost less the accumulated depreciation of properties and impairment
losses.

When it is necessary to replace significant parts of properties, plants and equipment at
intervals, the Company recognizes such parts as assets with a finite useful life and
depreciation. Likewise, in the case of major inspections or maintenance, the costs thereof are
recognized in the book value of the plant and equipment, if the conditions for the recognition
are met. All other repair and maintenance costs are recognized in the statement of
comprehensive income as incurred.

Depreciation is calculated in such a way that the purchase value of assets, except for land and
ongoing investments, is written off during the estimated useful life of assets using the straight-
line method. The average estimated useful life of each asset is as follows.

Buildings 10 - 50 years
Equipment 2 - 14 years
Tools, plant inventory and transport vehicles 4 - 40 years

All additional investments in wagons are depreciated over a useful life of 6 or 4 years,
depending on the series of wagons in accordance with legal regulations, while all additional
investments in locomotives are depreciated over a useful life of 14 years in accordance with
legal regulations.

Properties, plants and equipment and each significant part thereof are derecognized at the
time of their disposal or when no future economic benefits are expected from their use.

Gains or losses arising from the disposal or write-off of a certain asset are determined as the
difference between the sales revenue and the book value of that asset and are recognized as
profit or loss.

The residual (present) value, useful life and depreciation methods are reviewed at the end of
each financial year and adjusted, if appropriate.
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2.12. Investment property

Investment property is recognized as an asset only and exclusively when it is probable that
future economic benefits associated with the investment property will inflow to the Company
and when the cost of investment property can be reliably measured.

Investment property is initially measured at cost. The Company includes transaction costs in
the initial measurement. The cost of investment property includes the purchase price and all
related direct costs.

Subsequent measurement

The Company uses the fair value model for all investment property in the subsequent
measurement of investment property.

Cessation of recognition

The Company ceases to recognize investment property upon disposal, change of use or final
withdrawal of the investment property from use, and when no future economic benefits from
the disposal are expected.

2.13. Financial assets

The Company adopted IFRS 9 - Financial Instruments on January 1, 2019, and its application
has not had a significant impact on the Company's financial statements.

The Company recognizes a financial asset in its financial statements when it becomes a party
to the contractual provisions of the instrument. Depending on the business model for asset
management and the contractual characteristics of financial asset cash flows, the Company
measures financial assets at amortized cost, fair value through the statement of
comprehensive income.

DESCRIPTION Classification / measurement

Non-current assets

Financial assets through other Equity instruments / fair value through other
comprehensive income comprehensive income

Long-term receivables Holding for billing / amortized cost

Given loans Holding for billing / amortized cost
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Current assets
Financial assets at fair Held for trading and is acquired or incurred primarily for the
value through income purpose of selling or repurchasing in the short term / fair

value through income statement
statement

Cash and cash equivalents Holding for billing / amortized cost

Trade receivables and Holding for billing / amortized cost

2.14. Shares in related parties

Subsidiaries are companies in which the Company has control over the adoption and
implementation of financial and business policies. Associated companies are companies in
which the Company has significant influence, but not control over the adoption and
implementation of financial and business policies.

Investments in subsidiaries and associated companies are stated according to the cost
method.
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2.15. Inventories

Inventories are stated at acquisition cost or net realizable value, depending on which of them
is lower. Inventory costs include all acquisition costs, conversion costs and other costs incurred
in bringing the inventories to their present location and condition.

Net realizable value is the estimated selling price in the ordinary course of business less the
estimated costs of completion and the estimated costs necessary to make the sale.

In cases when it is necessary to reduce the value of inventories to the net realizable value, a
correction of the value of inventories is made to the account of the income statement for the
current year.

Small inventory, packaging and car tires are written off 100% when they are put into use.

2.16. Receivables

Receivables are initially measured at fair value. On each date of the balance sheet/statement
of financial position, receivables expected to be collected over a period longer than one year
are stated at amortized cost using the effective interest rate method, less impairment losses.
Short-term receivables are stated at their initially recognized nominal amount, minus the
corresponding amount of allowance for estimated uncollectible amounts and impairments.

The value of receivables is reduced, and impairment losses arise only and exclusively if there
is objective evidence of impairment resulting from one or more events occurring after the initial
recognition of the asset when such an event affects the estimated future cash flows from
receivables that can be reliably determined. On each date of the balance sheet / statement of
financial position, it is assessed whether there is objective evidence of a decrease in the value
of a single receivable. If there is objective evidence of a value decrease of receivables, the
amount of the loss is measured as the difference between the book value and the estimated
future cash flows. The book value of receivables will be reduced directly or by using a separate
account of allowance. The amount of the loss is recognized to the account of the statement of
comprehensive income for the current year.

217. Cash and cash equivalents

Cash and cash equivalents include money in bank accounts and in the cash register with no
usage restrictions, and they are presented in the statement of financial position. The carrying
amounts of cash and cash equivalents generally approximate their fair values.

For cash flow reporting purposes, cash and cash equivalents include cash and bank accounts
with an original maturity of up to three months.
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2.18. Non-current assets intended for sale

Non-current assets classified as intended for sale are measured at a value that is lower than
the book and fair value minus the selling costs. An asset or disposal group is classified as
intended for sale if its carrying amount will be compensated through sale and not through
use.

This condition is considered as fulfilled only when the sale is highly probable, and the asset
is immediately available for sale in its current condition. Assets classified as available for sale
are no longer depreciated.

2.19. Impairment

On the date of each statement of financial position, the Company reviews the carrying amounts
of its assets to determine if there are any indications of impairment losses. If there are such
indications, the recoverable amount of the asset is estimated in order to determine the eventual
loss caused by the impairment. If the recoverable amount of an asset is estimated to be lower
than the carrying amount, the carrying amount of that asset is reduced to the recoverable
amount. An impairment loss is recognized as an expense in the statement of comprehensive
income.

2.20. Financial liabilities

Initial recognition and measurement

Financial liabilities are classified as financial liabilities that are measured at amortized cost. All
financial liabilities are initially recognized at fair value plus the associated transaction costs.
The Company's financial liabilities include accounts payable and other liabilities, bank
overdrafts and loans.

Subsequent measurement

After initial recognition, interest-bearing credits and loans are subsequently measured at
amortized cost using the effective interest rate method.

Borrowing costs that can be directly attributed to the acquisition, construction or production of
a qualifying asset, which is an asset that necessarily requires a substantial period of time to
be ready for its intended use or sale, are attributed to the acquisition cost of that asset until
the asset is substantially ready for its intended use or sale.

Borrowings are classified as short-term liabilities, unless the Company has an unconditional
right to postpone the settlement of the liability for at least 12 months after the reporting date.
Short-term borrowings and supplier loans are shown at the originally borrowed amount less
repayments. Interest expense is charged to the statement of comprehensive income in the
period to which the interest relates.
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2.21. Financial liabilities (continued)

Derecognition

The Company ceases to recognize liabilities in the financial statements when, and only when,
the liability is settled. When an existing financial liability is replaced by another from the same
creditor under significantly different terms, or when the terms of an existing liability are
significantly modified, such a change or modification is treated as the termination of the original
liability and the recognition of a new liability, and the difference in the respective carrying
amount is recognized in the statement of comprehensive income.

2.22. Provisions

A provision is recognized if and only if the Company has a present liability as a result of a past
event and if it is probable that the settlement of the liability will require an outflow of resources
with economic benefits and the amount of the liability can be reliably estimated. Provisions are
reviewed at each statement of financial position date and adjusted according to the latest best
estimates.

Provisions are determined for the costs of court cases and for employee benefits related to
long-term employment and retirement (regular jubilee awards and severance payments).

The provision for employee benefits for long-term employment and retirement (regular jubilee
awards and severance payments) is determined as the present value of future cash outflows
using a discount rate that corresponds to the interest rate on government bonds.

Pension plans and other employee benefits

The Company has no pension arrangements except those within the state pension system of
the Republic of Croatia.

The Company's liability refers to the payment of contributions in accordance with laws that are
currently in force. These expenses represent a part of the labour costs in the statement of
comprehensive income.

The Company pays jubilee awards and one-time severance pays to employees upon
retirement. The liability and costs of these benefits are determined by applying the projected
unit credit method. With the projected unit credit method, each period of employment is
considered as a basis for an additional benefit and each unit is measured separately until the
final liability is created. The retirement liability is measured at the present value of estimated
future cash flows using a discount rate similar to the interest rate on government bonds.
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2.23. Contingent liabilities and assets

Contingent liabilities for which it is not certain that cash outflows will occur are not recognized
in the financial statements. They are only disclosed in the notes to the financial statements.

Contingent assets are not recognized in the financial statements until it is absolutely certain
that cash inflows will occur.

2.24. Comparative information

Comparative information was restated due to the correction of an accounting error, as
described in the next section.

Corrections related to the revision of the annual financial statements for 2021 and 2022

2021

Revision of the amount, i.e. the presentation of provisions for interest in court cases in which
the Company is the defendant in the amount of 924,765 EUR and part of the principal in these
cases in the amount of 553,530 EUR to the account of loss carryforward for the period until
December 31, 2021

2022

Revision of tangible assets under construction charged to the 2022 results in the amount of
219,073 EUR refers to investment property that was not activated and that was assigned to
the company HZ Infrastruktura d.o.o. / the Republic of Croatia based on the Settlement.

Revision of amounts, i.e. presentation of provisions for interests in court cases in which the

Company is the defendant in the amount of 149,575 EUR charged to the results of the year
for accrued interests relating to the year 2022
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Separate statement of financial position / balance sheet as at December 31, 2021 —

Restated previously published amounts:

ASSETS

Concessions, patents, licenses, trade and
service brands, software and other rights

Right-of-use assets
Intangible assets under construction
Intangible assets

Land
Buildings
Plants and equipment

Tools, plant inventory and transportation
assets

Tangible assets under construction
Other tangible assets

Investment property

Tangible assets

Shares in related companies
Financial assets at fair value through profit
and loss

Given loans
Other long-term financial assets
Financial assets

Trade receivables
Long-term receivables
FIXED ASSETS

Raw materials and materials
Inventories

Receivables from related companies

Trade receivables
Receivables from the state and other
institutions

Other receivables
Receivables

Given loans, deposits, etc.
Given loans, deposits, etc.
Cash at bank and in hand
CURRENT ASSETS

Prepaid expenses and accrued income

TOTAL ASSETS

December 31, December 31, January 1,
2021 previously 2021 2022, restated
published revision
in EUR in EUR in EUR

321,638 321,638
192,854 192,854
2,867 2,867
517,359 517,359
6,820,413 6,820,413
12,041,583 12,041,583
18,611 18,611
90,872,427 90,872,427
236,710 236,710
54,049 54,049
5,098,414 5,098,414
115,142,207 115,142,207
2,690,530 2,690,530
484,616 484,616
1,434 414 1,434 414
26,544 26,544
4,636,104 4,636,104
136,625 136,625
136,625 136,625
120,432,295 120,432,295
3,873,364 3,873,364
3,873,364 3,873,364
1,154,360 1,154,360
7,532,716 7,532,716
115,156 115,156
258,704 258,704
9,060,936 9,060,936
7,228,518 7,228,518
7,228,518 7,228,518
1,121,590 1,121,590
21,284,408 21,284,408
1,106,695 1,106,695
142,823,398 142,823,398
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EQUITY AND LIABILITIES

Subscribed capital

Capital reserves

Legal reserves (profit reserves)
Revaluation reserves
Accumulated loss

Loss for the year

CAPITAL AND RESERVES

Provisions
Liabilities to banks and other financial
institutions

Lease liabilities

Other long-term liabilities
Deferred tax liability

LONG TERM LIABILITIES

Liabilities to related companies

Liabilities for loans, deposits, etc.
Liabilities to banks and other financial
institutions

Lease liabilities
Liabilities for prepayments
Accounts payable

Liabilities to employees
Liabilities for taxes, contributions and
similar fees

Other liabilities
SHORT TERM LIABIITIES
Accrued expenses and deferred income

TOTAL EQUITY AND LIABILITIES

Dec 31,

2021 Jan1,
previously Dec 31, 2021 2022
published revision restated

in EUR in EUR in EUR
22,796,204 - 22,796,204
213,563 - 213,563
382,437 - 382,437
916,883 - 916,883
(9,636,333) (1,478,295) (11,114,628)
(16,077,550) - (16,077,550)
(1,404,796) (1,478,295) (2,883,091)
11,137,769 1,478,295 12,616,064
48,429,251 - 48,429,251
107,959 - 107,959
8,760,155 - 8,760,155
201,267 - 201,267

68,636,401 1,478,295 70,114,696

42,736,026 - 42,736,026

7,032,107 - 7,032,107

5,628,445 - 5,628,445

81,752 - 81,752
507,370 - 507,370

2,169,148 - 2,169,148

1,173,895 - 1,173,895

1,406,957 - 1,406,957

12,759,547 - 12,759,547

73,495,247 - 73,495,247

2,096,546 - 2,096,546

142,823,398 - 142,823,398
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HZ CARGO Ltd., Zagreb
NOTES TO THE FINANCIAL STATEMENTS

for the year ended December 31, 2023 - continued

Separate statement of other comprehensive income for 2022 — Restated previously

published amounts:

Sales income
Other operating income

Operating income

Cost of raw materials and materials
Cost of sold goods

Other external expenses

Material expenses

Net salaries and wages

Costs of taxes and contributions from salaries
Contributions on salaries

Personnel costs

Depreciation

Other expenses

Value adjustment

Provisions

Other operating expenses

Operating expenses

Interest, exchange rate differences, dividends and similar

income from related companies

Interest, exchange rate differences, dividends and similar

income from non-related companies and other entities
Other financial income
Financial income

Interest, exchange rate differences and other expenses
from related companies and other entities

Interest, exchange rate differences and other expenses
from non-related companies and other entities

Value adjustment of financial assets

Financial expenses

TOTAL INCOME

TOTAL EXPENSES

LOSS BEFORE TAXATION

Profit tax

LOSS FOR THE PERIOD

OTHER COMPREHENSIVE INCOME
COMPREHENSIVE LOSS FOR THE PERIOD

2022 2022 2022
previously revision restated
published

in EUR in EUR in EUR
62,019,718 - 62,019,718
17,404,834 - 17,404,834
79,424,552 - 79,424,552
(15,109,253) - (15,109,253)
(1,560,509) - (1,560,509)
(17.162,449) (219,073) (17,381,522)
(33,832,211) (219,073) (34,051,284)
(13,556,530) - (13,556,530)
(4,912,430) - (4,912,430)
(4,031,110) - (4,031,110)
(22,500,070) - (22,500,070)
(12,022,295) - (12,022,295)
(3,210,335) - (3,210,335)
(948,636) - (948,636)
(902,692) (149,575) (1,052,267)
(6,854,639) - (6,854,639)
(80,270,878) (368,648) (80,639,526)
814,617 - 814,617
232,711 - 232,711
42,934 - 42,934
1,090,262 - 1,090,262
(8,463,939) - (8,463,939)
(2,439,709) - (2,439,709)
(384,521) - (384,521)
(11,288,169) - (11,288,169)
80,514,814 - 80,514,814
(91,559,047) - (91,927,695)
(11,044,233) - (11,412,881)
(11,044,233) (368,648) (11,412,881)
(11,044,233) - (11,412,881)
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NOTES TO THE FINANCIAL STATEMENTS

for the year ended December 31, 2023 - continued

Separate statement of financial position / balance sheet as of December 31, 2022 —

Restated previously published amounts:

ASSETS

Concessions, patents, licences, trade and
service brands, software and other rights

Right-of-use assets
Intangible assets under construction
Intangible assets

Land
Buildings
Plants and equipment

Tools, plant inventories and transportation
assets

Prepayment for tangible assets
Tangible assets under construction
Other tangible assets

Investment property

Tangible assets

Shares in related companies
Financial assets at fair value through profit
or loss

Given loans
Other long-term financial assets
Financial assets

Trade receivables
Long-term receivables
FIXED ASSETS

Raw materials and materials
Inventories

Receivables from related companies

Trade receivables
Receivables from the state and other
institutions

Other receivables
Receivables

Given loans, deposits etc.
Given loans, deposits etc.
Cash at bank and in hand
CURRENT ASSETS

Prepaid expenses and accrued income

TOTAL ASSETS

Dec 31, 2022
previously Dec 31, 2022 Jan 1, 2023
published revision restated
in EUR in EUR in EUR
315,246 - 315,246
178,363 - 178,363
188,765 (10,695) 178,070
682,374 (10,695) 671,679
6,820,413 - 6,820,413
8,189,995 - 8,189,995
10,672 - 10,672
82,794,148 - 82,794,148
305,262 - 305,262
245,157 (208,378) 36,779
54,049 - 54,049
11,526,976 - 11,526,976
109,946,672 (208,378) 109,738,294
2,274,673 - 2,274 673
458,071 - 458,071
1,279,160 - 1,279,160
4,011,904 - 4,011,904
79,127 - 79,127
79,127 - 79,127
114,720,077 (219,073) 114,501,004
2,597,118 - 2,597,118
2,597,118 - 2,597,118
314,211 - 314,211
7,951,793 7,951,793
180,147 - 180,147
116,819 - 116,819
8,562,970 - 8,562,970
7,629,153 - 7,629,163
7,629,153 - 7,629,153
1,469,638 - 1,469,638
20,258,879 - 20,258,879
325,227 - 325,227
135,304,183 (219,073) 135,085,110



HZ CARGO Ltd., Zagreb
NOTES TO THE FINANCIAL STATEMENTS
for the year ended December 31, 2023 - continued

Dec 31, 2022

previously Dec 31, 2022 Jan 1, 2023

published revision restated
EQUITY AND LIABILITIES in EUR in EUR in EUR
Subscribed capital 22,796,204 - 22,796,204
Capital reserves 121,154,181 - 121,154,181
Legal reserves (profit reserves) 382,437 - 382,437
Revaluation reserves 2,393,094 - 2,393,094
Accumulated loss (16,377,233) (1,478,295) (17,855,528)
Loss for the year (11,044,233) (368,648) (11,412,881)
CAPITAL AND RESERVES 119,304,450 (1,846,943) 117,457,507
Provisions 4,012,484 1,627,870 5,640,354
Liabilities to banks and other financial
institutions 41,728 - 41,728
Lease liabilities 113,737 - 113,737
Deferred tax liability 525,313 - 525,313
Long-term liabilities 4,693,262 1,627,870 6,321,132
Liabilities to related companies 3,729,743 - 3,729,743
Liabilities for loans, deposits etc. 833,515 - 833,515
Lease liabilities 61,372 - 61,372
Liabilities for prepayments 222,588 - 222,588
Accounts payable 3,437,628 - 3,437,628
Liabilities to employees 1,212,268 - 1,212,268
Liabilities for taxes, contributions and
similar fees 809,933 - 809,933
Other liabilities 119,861 - 119,861
Short-term liabilities 10,426,908 - 10,426,908
Accrued expenses and deferred income 879,563 B 879,563
TOTAL EQUITY AND LIABILITIES 135,304,183 (219,173) 135,085,110
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended December 31, 2023 - continued

3. SALES INCOME

Income from domestic trade

Income from abroad

Income from related companies

Income from rent of wagons and locomotives

Income from rent of wagons and locomotives from related companies
Total

4, OTHER OPERATING INCOME

Income from rent of premises from related companies

Income from rent of premises

Income from recalculation of costs

Income from sale of long-term assets

Income from indemnification

Unrealized profit from investment property

Income from cancelled provisions

Income from sale of goods and materials from related companies
Income from sale of goods and materials

Other income from related companies

Income from cassation of materials, spare parts and small inventory
Other income

Total

S. RAW MATERIAL AND MATERIAL COSTS

Material cost

Cost of spare parts

Cost of small inventory
Cost of fuel and electricity
Total

6. COSTS OF SOLD GOODs

2022 2023
in EUR in EUR
14,757,397 19,021,927
43,351,718 35,777,749
400,566 813,207
3,400,047 3,329,614
109,990 130,437
62,019,718 59,072,934
2022 2023
in EUR in EUR
444730 137,998
642,221 428,025
669,298 858,185
9,107,233 20,025,719
220,332 1,682,882
967,947 2,014,817
623,010 414,105
1,301,861 970,114
287,700 58,106
1,661,148 34,040
287,700 58,120
1,191,654 1,305,323
17,404,834 27,987,434
2022 2023
in EUR in EUR
76,701 61,353
259,137 184,403
193,913 154,700
14,579,502 9,977,865
15,109,253 10,378,321

Costs of sold goods in the amount of 999,717 EUR (2022 in the amount of 1,560,509 EUR)

refer to the purchase value of sold goods.
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HZ CARGO Ltd., Zagreb
NOTES TO THE FINANCIAL STATEMENTS
for the year ended December 31, 2023 - continued

7. OTHER EXTERNAL EXPENSES

Route rental services, forming and dissolving train compositions
and capacity booking

Maintenance (services)

Telephone, postal and transport services

Lease and rental services

Safe-keeping services of property

IT services

Intellectual services

Other external expenses

Total

8. PERSONNEL COSTS

Net salaries /i/

Contributions for pension insurance
Tax and surtax

Contributions for health insurance
Other contributions

Total

2022 2023
in EUR in EUR
5,131,475 4,525 546
4,991,386 4,596,241
2,866,862 124,132
2,539,057 2,041,612

66,989 56,000

468,581 573,185

136,118 307,801
1,181,054 2,374,368

17,381,522 14,598,885

2022 2023

in EUR in EUR
13,556,530 13,697,479
3,693,878 3,782,800
1,218,552 1,438,893
3,042,277 4,173,685
988,833 0
22,500,070 23,092,857

/il Net salaries in the amount of 13,697,479 EUR (2022 in the amount of 13,556,530 EUR) also
include net salaries of the Company's Management Board in the amount of 47,710 EUR (2022
in the amount of 44,772 EUR) and are an integral part of the stated personnel costs.

9. DEPRECIATION

Depreciation of intangible assets (note 17)
Depreciation of tangible assets (note 18)
Depreciation of right-of-use assets

Total

2022 2023
in EUR in EUR
142,277 77,048
11,788,812 10,070,572
91,206 973,361
12,022,295 11,120,981
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HZ CARGO Ltd., Zagreb
NOTES TO THE FINANCIAL STATEMENTS
for the year ended December 31, 2023 - continued

10. OTHER EXPENSES

2022 2023
in EUR in EUR

Employee expense reimbursement, gifts and grants 2,317,522 2,668,819
Daily allowances for business trips and travel expenses 133,718 102,497
Banking services 135,310 27,478
Education costs 39,900 50,832
Contributions, memberships and similar fees 236,467 182,141
Representation costs 14,966 22,208
Compensation to members of the Supervisory Board

and the Board of Auditors 19,218 22,815
Insurance premiums 243,268 266,018
Other expenses 69,966 124,671
Total 3,210,335 3,467,479
1. VALUE ADJUSTMENT

2022 2023
in EUR in EUR

Value adjustment of short-term receivables 344,645 507,459
Value adjustment of raw materials and materials 188,123 0
Value adjustment of long-term financial assets 415,868 7,790
Value adjustment of long-term assets - 10,697,438
Total 948,636 11,212,687

On December 31, 2023, based on a decision of the Company's Management Board and
evaluation reports, the Company made the impairment of value of wagons in the amount of
6,934,102 EUR and the business complex Ploce in the amount of 3,763,336 EUR.

12. PROVISIONS - restated

2022

restated 2023

in EUR in EUR
Cost of provisions for legal proceedings (note 33) 1,026,907 860,718
Cost of provisions for regular severance pays and jubilee bonuses (note 25,360
33) 91,353
Cost of provisions for unused holidays - 216,616
Total 1,052,267 1,168,687
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HZ CARGO Ltd., Zagreb
NOTES TO THE FINANCIAL STATEMENTS
for the year ended December 31, 2023 - continued

13. OTHER OPERATING EXPENSES - restated

2022

restated 2023

in EUR in EUR
Subsequently determined expenses 221,049 41,882
Penalties, amends, compensation for damages etc. 178,457 150,778
Write-off of inventories 4,952 18,281
Deficit of inventories 93,104 114
Unrealized loss on investment property 27,908 1,165,227
Court costs and administrative fees /i/ 3,404,322 251,201
Other operating expenses /ii/ 2,924 847 7,401,540
Total 6,854,639 9,029,023

/il Court costs and administrative fees in the amount of 1,599 EUR refer to court costs in court
disputes with the company HZ Infrastruktura d.o.0. and to court costs in the amount of 75,078
EUR with the company HZ Putni¢ki prijevoz d.o.o.

liil Other operating expenses in the amount of 7,379,975 EUR refer to the undepreciated value
of sold railway vehicles.

14, FINANCIAL INCOME

2022 2023
in EUR in EUR

From related companies
Interest income 785,904 48,441
Income from foreign exchange differences 28,713 0

814,617 48,441
From non-related companies and other entities
Interest income /i/ 295 85,941
Default interest income 91,231 85,957
Income from foreign exchange differences 141,185 325

232,711 172,223
Other financial income 42,934 89,087
Total 1,090,262 309,751

/il Interest income includes an amount of 85,940 EUR earned from a deposit at Privredna
banka Zagreb.
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HZ CARGO Ltd., Zagreb
NOTES TO THE FINANCIAL STATEMENTS
for the year ended December 31, 2023 - continued

15. FINANCIAL EXPENSES

2022 2023
in EUR in EUR

From related companies and other entities
Default interest expenses /1) 8,456,972 78,794
Foreign exchange differences expenses i 6,967 0

8,463,939 78,794
From non-related companies and other entities 0,00
Interest expenses 886,831 199,026
Default interest expenses 1,345,782 4,040
Foreign exchange differences expenses 207,096 2,286

2,439,709 205,352
Value adjustment of financial assets 384,521 0
Total 11,288,169 284,146

16. PROFIT TAX
16.1. The reconclliation of accounting profit to taxable profit was made as follows:

2022

restated 2023

in EUR in EUR
Accounting profit / loss before taxation (11,412,881) 2,017,336
Increase of tax base 1,888,849 5,257,869
Tax profit / loss (9,524,032) 7,275,205
Tax profit /loss unavailable for transfer / expired tax loss 8,526,114 10,603,088
Transferred tax loss (61,692,942) (42,563,740)
Tax loss for transfer (53,166,828) (35,288,535)

The applicable profit tax rate for 2023 is 18%.

16.2. The Company is able to carry forward tax losses to future periods in order to reduce
taxable profit in the next five (5) years. On December 31, 2023, the total net loss carryforward
was determined in the amount of 35,288,535 EUR (on December 31, 2022, it was 53,166,828
EUR).

The net amount of tax losses in the amount of 35,288,535 EUR available for transfer may be
used as follows until:

December 31, 2024 9,802,159
December 31, 2025 8,698,112
December 31, 2026 7,264,232
December 31, 2027 9,624,032
December 31, 2028 0
Total 35,288,535
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HZ CARGO Ltd., Zagreb

NOTES TO THE FINANCIAL STATEMENTS
for the year ended December 31, 2023 - continued

17. INTANGIBLE ASSETS

in EUR

Purchase value

January 1, 2022 - restated
Increase

Transfer from/to

Sale or retirement

Adjustment through profit and loss account

December 31, 2022 — restated
Increase

Transfer from/to

Correction (wrong entries)

Sale or retirement

December 31, 2023

Accumulated depreciation
January 1, 2022
Depreciation for 2022

Sale or retirement

December 31, 2022
Depreciation for 2023 (note 9)
Sale or retirement

December 31, 2023

Net book value
December 31, 2023

December 31, 2022

Concessions,
patents,

Assets under

. . Total
licences, software construction
and other rights
5,402,540 2,867 5,405,407
- 215,849 215,849
146,217 (27,084) 119,133
(10,332) (2,867) (13,199)
- (10,695) (10,695)
5,638,425 178,070 5,716,495
- 63,333 63,333
237,748 (243,510) (5,762)
- 2,107 2,107
5,776,173 - 5,776,173
5,080,903 - 5,080,903
142,276 - 142,276
5,223,179 - 5,223,179
77,048 - 77,048
5,300,227 . 5,300,227
475,946 - 475,946
315,246 178,070 493,316
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HZ CARGO Ltd., Zagreb
NOTES TO THE FINANCIAL STATEMENTS
for the year ended December 31, 2023 - continued

19. LONG-TERM FINANCIAL ASSETS
December 31,

December 31,

2022 2023
in EUR in EUR

Shares (stock) in related companies
Subsidiary companies
Odrzavanje vagona d.o.o0., Zagreb 5,441,635 30,169,430
Agit BH, Sarajevo 5113 5113
Share value correction (3,172,075) (27,904,983)

2,274,673 2,269,560
Interfrigo, Belgium 35,506 35,506
Intercontainer, Belgium 2,677 2,677
S.C.R.L. BCC, Belgium 2,252 2,252
Institut prometa i veza Zagreb 80 80
Shares acquired by settlement 434,535 490,588
Share value correction (16,979) (6,792)

458,071 524,311

Given loans
Odrzavanje vagona d.0.0., Zagreb 1,279,160 471,268

1,279,160 471,268
Total 4,011,904 3,265,139
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HZ CARGO Ltd., Zagreb
NOTES TO THE FINANCIAL STATEMENTS
for the year ended December 31, 2023 - continued

19.1. LONG-TERM FINANCIAL ASSETS

As of December 31, 2023, investments in subsidiary and affiliated companies are as follows:

Percentage of ownership
Company Activity 2023 2022

Subsidiary companies

regular and special maintenance of

passenger and freight wagons 100% 100%
transport organization 100% 100%

Odrzavanje vagona d.o.0., Zagreb
Agit BH d.o.0., Sarajevo

20. TRADE RECEIVABLES

Receivables in the amount of 37,805 EUR refer to the long-term part of the repayment under
pre-bankruptcy and bankruptcy settlements (2022: 79,127 EUR).

21. INVENTORIES

Dec 31, Dec 31,
2022 2023
in EUR in EUR
Inventories
Energy and materials 54,771 65,636
Spare parts 4,433,510 4,067,003
Less: Correction of spare parts value (1,926,954) (1,645,756)
2,561,327 2,486,883
Small inventory and packaging 250,040 227,295
Less: Correction of value of small
inventory and packaging (214,249) (203,278)
35,791 24,017
Total 2,597,118 2,510,900
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HZ CARGO Ltd., Zagreb
NOTES TO THE FINANCIAL STATEMENTS
for the year ended December 31, 2023 - continued

22, RECEIVABLES FROM RELATED COMPANIES

December 31,

December 31,

2022 2023
in EUR in EUR
Subsidiary companies
Odrzavanje vagona d.0.0., Zagreb 318,776 379,358
Agit BH Sarajevo 468,724 475,474
Less: Value correction (468,724) (475,474)
318,776 379,358
Other railway business companies owned by the state
HZ Infrastruktura d.o.o., Zagreb 189,771 1,327,679
HZ Putnigki prijevoz d.o.0., Zagreb 42,182 34,964
Pruzne gradevine d.o.0., Zagreb 69,683 64,778
Tehnicki servisi Zeljezni¢kih vozila d.o.0., Zagreb (231,072) 162,943
Less: Value correction (75,129) (75,129)
(4,565) 1,505,235
Total net value 314,211 1,884,593
Gross receivables 858,064 2,435,196
Total value correction 543,853 (550,603)
22.1. Age structure of receivables from related companies is as follows:
Due Total
Undue up to 30 30-60days 60-90days 90-120days >120 days
days
in EUR in EUR in EUR in EUR in EUR in EUR in EUR
Dec 31, 2023 556,965 1,291,247 31,828 1,345 3.083 125 1,884,593
Dec 31, 2022 276,384 20,827 7,875 7,885 1,240 - 314,211
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23. TRADE RECEIVABLES
December 31,

December 31,

2022 2023
in EUR in EUR

Domestic buyers 12,900,115 12,830,262

Less: Value correction (9,081,468) (9,482,601)

3,818,647 3,347,661

Foreign buyers 10,790,387 10,463,399

Less: Value correction (6,463,262) (6,206,028)

4,327,125 4,257,371

Value correction according to IFRS 9 (193,979) (74,860)

Total 7,951,793 7,530,172

24. RECEIVABLES FROM THE STATE AND OTHER INSTITUTIONS
December 31, December 31,
2022 2023
in EUR in EUR

Receivables from VAT refunds 180,147 327,791
Other receivables 116,819 208,906
Total 296,966 536,697

25. GIVEN LOANS, DEPOSITS, ETC.

December 31, December 31,

Investments in investment fund

Deposits — time deposits

Given deposits and security deposits in the country
Given deposits and security deposits abroad

Given loans, deposits, etc. — within the group

Total

2022 2023
in EUR in EUR

7,411,818 -
- 24,000,000
5,455 9,770
211,880 299,081
- 403,946
7,629,153 24,712,797
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26. CASH AND CASH EQUIVALENTS

Gyro account balance

Foreign currency account balance
Cash in hand

Less: Value correction /i/

Total cash and cash equivalents

December 31,

December 31,

2022 2023
in EUR in EUR
161,366 8,174,786
1,659,798
(351,526) (351,526)
1,469,638 7,823,260

/il The value correction refers to funds blocked in accounts at Credo banka d.d. in bankruptcy.

27. FIXED ASSETS INTENDED FOR SALE

By decision of the Company's Management Board in 2023, the properties of the Plode
business complex and wagons of various series were designated for sale. They were therefore
separated from fixed tangible assets and are presented separately in the financial statements

as fixed assets intended for sale.

Land

Buildings

Wagons

Total fixed assets intended for sale

28. PREPAID EXPENSES AND ACCRUED INCOME

Accrued receivables — uninvoiced income
Other prepaid expenses and accrued income
Total

December 31,

December 31,

2022 2023
in EUR in EUR
1,271,011
2,508,307
3,485,745
7,265,063
December 31, December 31,
2022 2023
in EUR in EUR
325,227 520,434
325,227 520,434
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29, SUBSCRIBED CAPITAL

The share capital was determined at nominal value in the amount of 22,796,204 EUR (on
December 31, 2022, 22,796,204 EUR). The only member of the Company is the Republic of
Croatia. It has 4 business shares which represent 100% of the Company's share capital.

30. CAPITAL RESERVES

Capital reserves in the current year amount to 93,732,715 EUR (on December 31, 2022,
121,154,181 EUR). The reduction of capital reserves in the amount of 27,421,466 EUR refers

to the coverage of loss carryforward recorded in accordance with the Assembly Decision No.
S-63-1/23.

31. REVALUATION RESERVES

Revaluation reserves didn’t change, they amounted to 2,393,094 EUR (on December 31,
2022: 2,393,094 EUR).

32. THE CARRIED FORWARD LOSS

in EUR
December 31, 2021 - restated (11,114,628)
Transfer of loss from 2021 (16,077,550)
Reduction of share capital due to loss coverage 9,336,650
December 31, 2022 — restated (17,855,528)
Transfer of loss from 2022 (11,412,881)
Coverage of loss through reduction of capital reserves 27,421,466
December 31, 2023 (1,846,943)

By decision of the Company's Assembly from July 23, 2023, the carried forward loss was
covered by transferring 27,421,466 EUR from capital reserves (note 30).
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33. PROVISIONS

Costs of L Costs
) . Costs of jubilee
stimulative of
awards and Total
severance pays ) court
. severance pays /i/
hiil cases liii/

in EUR in EUR in EUR in EUR
January 1, 2022
restated 1,247,673 773,136 10,595,255 12,616,064
Additional provisions
(note 12) - 25,360 877,332 902,692
Use/payment (223,482) (171,831) (1,687,798) (2,083,111)
Correction i - 149,575 149,575
Reversal through
statement of compr.
income: ¢ - (5,944,866) (5,944,866)
December 31, 2022
restated 1,024,191 626,665 3,989,498 5,640,354
Additional provisions
(note 12) - 91,353 860,718 952,071
CegEman (729,205) (176,042) (148,964) (1,054,211)
Reversal through
statement of
comprehensive
income (294,986) - - (294,986)
BeCombSidiin2023 s 541,976 4,701,252 5,243,228

/il Pursuant to the Collective Agreement, the Company is obliged to pay jubilee awards,
severance pays and other benefits to its employees. According to the mentioned Agreement,
if employees retire regularly (without incentive severance pay), they get 1,327.24 EUR net and
jubilee awards in terms and amounts as defined in the Collective Agreement. There are no

other forms of income after retirement.

The liabilities for long-term employee remuneration are calculated by an independent actuary
at the end of each reporting period using assumptions about the number of employees to whom
this remuneration should be paid, the estimated cost of these benefits and the discount rate

determined as the average expected rate of return on investments in government bonds. The

input variables for the actuarial calculation of provisions for jubilee awards and severance pays

are:
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2022 2023
Discount rate 4.14% 349 %
Employment termination rate (older workers, younger workers) 10.65% 10.64 %
Assumed annual rate of increase of salaries 0% 0%

fi In 2023, a further reduction in the number of employees is expected due to the retirement
of workers and regular terminations of employment contracts due to permanent loss of health.
Due to the continuous decrease in the number of employees and the lack of the required
number of workers in certain positions, it is expected that the Company will hire new workers
of various professional profiles in 2024.

/il Provisions for legal disputes include provisions for court cases in which the Company is
sued or in which the Company is one of the sued parties (as a percentage legal successor in
the lawsuits of the former company Hrvatske Zeljeznice, which existed before the
establishment of the Company). In the majority of court cases it is not expected that the legal
disputes and payments will be settled in the short term.

34, LIABILITIES TO BANKS AND OTHER FINANCIAL INSTITUTIONS

December 31, December 31,
2022 2023
in EUR in EUR
Financial leasing 41,727 3.137
Total 41,728 3,137

34.1. The changes in liabilities to banks and other financial institutions during the year are as
follows:

2022 2023
in EUR in EUR

Balance as at January 1 54,057,696 41,727
New loans - -
Repayments (own funds) (1,024,402) -
Repayments (activated warranties from the
Ministry of Finance) (3,357,090) -
Debt assumption — Settlement with the Republic
of Croatia (49,414 190) -
Foreign exchange differences 48,118 -

130,133 41,727
Less: Current portion . "
Financial leasing (88,140) (38,590)
Balance as at December 31 41,727 3,137
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34.2. Long-term liabilities to banks and other financial institutions are due for payment as

follows:

December 31,

December 31, 2022 2023
in EUR in EUR
Due in one to two years 41,727 3,137
Total 41,727 3,137

35. SHORT-TERM LIABILITIES TO RELATED COMPANIES

December 31,

December 31,

2022 2023
in EUR in EUR
Subsidiary companies
Odrzavanje vagona d.o.0., Zagreb 1,360,076 1,503,333
1,360,076 1,503,333
Other railway business companies owned by the state
HZ Infrastruktura d.o.o., Zagreb 1,646,581 1,359,933
HZ Putnigki prijevoz d.o.o., Zagreb 102,667 53,641
Tehni&ki servisi Zeljezni¢kih vozila d.o.0., Zagreb 574,935 610,407
2,324,183 2,023,981
Other companies with majority state ownership
HEP Opskrba d.d., Zagreb 38,674 31,944
HEP ODS d.o.0., Zagreb 6,810 -
Hrvatske autoceste d.o0.0. - 455
45,484 32,399
Total 3,729,743 3,559,713
35.1. Age structure of liabilities to related companies is as follows:
Undue Due Total
up to 30 30-60days 60-90days 90-120days >than 120
days days
in EUR in EUR in EUR in EUR in EUR in EUR in EUR
Dec 31, 2023 3,659,713 - - - - B 3.559.713

Dec 31, 2022 3.5632,814 117,124 86 172

79,647 3,729,743
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36. SHORT-TERM LIABILITIES FOR LOANS, DEPOSITS, ETC.

December 31,

December 31,

2022 2023
in EUR in EUR
Liabilities for received deposits 833,615 787,541
Total 833,515 787,541

37. SHORT-TERM LIABILITIES FOR PREPAYMENTS

December 31,

December 31,

2022 2023
in EUR in EUR
From domestic buyers 222,588 1,872,361
Total 222,588 1,872,361

38. SHORT-TERM ACCOUNTS PAYABLE

December 31,

December 31,

2022 2023
in EUR in EUR
Domestic suppliers 2,987,712 2,833,328
Foreign suppliers 449,916 174,632
Total 3,437,628 3,007,960
39. SHORT-TERM LIABILITIES TO EMPLOYEES
December 31, December
2022 31,
2023
in EUR in EUR
Liabilities for net salaries 1,098,598 1,204,561
Other liabilities to employees 108,361 121,311
Severance pays 5,309 1,327
Total 1,212,268 1,327,199
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40. LIABILITIES FOR TAXES, CONTRIBUTIONS AND SIMILAR FEES
December 31, December 31,

2022 2023
in EUR in EUR
Liabilities for contributions from salaries, taxes, surtaxes and similar
fees 452,945 543,023
Liabilities for contributions on salaries 356,988 263,539
Liabilities for VAT - 165,534
Total 809,933 972,096

a1. OTHER SHORT-TERM LIABILITIES
December 31, December 31,

2022 2023
in EUR in EUR
Other liabilities 119,861 13,682
Total 119,861 13,682
42, ACCRUED EXPENSES AND DEFERRED INCOME
December 31, December 31,
2022 2023
in EUR in EUR
Income deferred to future periods
Accrued interest 345,443 383,172
Pre-accrued revenue according to invoices that refer to the
next period 85,304 -
Other income in future periods 108,812 108,812
539,559 491,984
Accrued expenses
Provision for holiday expenses 471,301 -
Calculated costs for the current year (131,297) 369,201
340,004 369,201
Total 879,563 861,185
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43. LEASES

Since January 1, 2019, leases, except short-term leases and leases of low-value assets, have

been recognized as right-of-use assets and the associated lease liability.
Right-of-use assets:
Office space Vehicles Locomotives Total

January 1, 2022 - 192,854 - 192,854
Depreciation (1,135) (90,071) - (91,206)
Increase 34,037 42,678 - 76,715
December 31, 2022 32,902 145,461 - 178,363
Increase 266,070 359,883 8,445,406 9,071,359
Depreciation (20,111) (90,465) (862,785) (973,361)
December 31, 2023 278,861 414,879 7,582,621 8,276,361

Lease liabilities:

December 31,

December 31,

Long-term lease liabilities
Short-term lease liabilities

Total

2022 2023
113,737 6,394,511
61,372 1,991,501
175,109 8,386,012

Recognized in the statement of comprehensive income:

2022 2023
Leases under IFRS 16
Interest expenses 7,534 275,851
Depreciation 91,206 973,361
Exchange rate differences 1,647 1,202
Other leases (note 7) 2,539,058 2,041,613
Total 2,639,445 3,292,027

Outflow of funds for leases is recorded in the Cash flow statement of the Company for the year

2023, in the amount of 1,145,436 EUR.
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44, TRANSACTIONS WITH RELATED PARTIES

A party is related to an entity when it directly or indirectly, through one or more intermediaries,
controls, is controlled by, or is under joint control of the entity, has a stake in the entity that
gives it significant influence over that entity, and has joint control over the entity. The Company
considers that it has a direct relationship with the majority owner, the Republic of Croatia, and
companies in majority state ownership, companies under the control, joint control or significant
influence of key management and their close family members, and members of the
Management Board and Supervisory Board ("Key Management"), close family members of
key management as defined in International Accounting Standard 24 "Related Party
Disclosures" ("IAS 24").

Relationships with related parties are presented as follows:
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HZ CARGO Ltd., Zagreb
NOTES TO THE FINANCIAL STATEMENTS
for the year ended December 31, 2023 - continued

45. FAIR VALUE

The table analyses financial instruments that were reduced to fair value after the first recognition.
They are classified into three groups depending on the accessibility of fair value indicators:

1st level of accessible indicators - fair value indicators are derived from (unadjusted) prices quoted
on active markets for identical assets and identical liabilities,

2nd level of accessible indicators — fair value indicators are derived from other data, not from
quoted prices from the 1st level, and they refer to the observed asset or liability (i.e. their prices)
or indirectly (derived from prices) and

3rd level of indicators — indicators derived by applying valuation methods in which data on assets
or liabilities that are not based on available market dana (unavailable input dana) were used as
input data.

1st level 2nd level 3rd level Total
in EUR in EUR in EUR in EUR
2023
Investment property - - 12,033,300 12,033,300
2022
Investment property - - 11,526,976 11,526,976

Fair value of real estate

An independent valuation of the Company's real estate was carried out by external appraisers in
order to determine the fair value as of December 31, 2023, and as of December 31, 2022.
Valuation techniques used to determine fair value at level 3

The fair value of investment property was derived by applying the comparative and income
method, depending on the individual property.

The most significant inputs in this valuation were prices or rental income per square meter, which
were generated based on comparable properties in the immediate vicinity and which were then
adjusted according to differences in key attributes.
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46. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Goals of risk management

The Company controls and manages risks that could affect the Company's operations through
internal risk reports which analyse risk exposures based on the degree and significance of market
risk, interest rate risk, credit risk, currency risk and liquidity risk.

Categories of financial instruments

December 31, December 31,

2022 2023

in EUR in EUR

Long-term financial assets 4,011,904 3,265,139
Other long-term receivables 79,126 37,804
Short-term receivables from related companies 314,211 1,884,593
Short-term financial assets 7,629,157 24,712,797
Short-term trade receivables and other receivables 8,248,760 8,066,870
Cash at bank and in hand 1,469,638 7,823,260
Total 21,752,796 45,790,463
Loan liabilities 833,514 -
Credit liabilities - -
Liabilities to related companies 3,729,743 3,659,713
Accounts payable 3,437,628 3,007,960
Other liabilities 2,581,487 7,063,718
Total 10,582,372 13,631,391

Market risk

The Company operates on the Croatian market and international markets. The Company's
Management Board determines the prices of its products and services separately for the
domestic and international markets. The great economic crisis in the Republic of Croatia and
neighbouring countries affected the amount of goods transported by the Company. The general
economic circumstances and the liberalization of rail freight services market have a negative
impact on the Company's operations.

Interest rate risk

Interest rate risk is the risk of a change in the value of a financial instrument due to a change in
market interest rates in relation to the interest rates applied to the financial instrument. Cash flow
risk is the risk of a possible change in the interest rate cost of a certain financial instrument over
time.
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47. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

Credit risk

Credit risk is the risk that the other contracting party will not fulfil its financial obligations and that
it will thereby cause financial losses to the Company.

Assets that can potentially expose the Company to credit risk consist mainly of available cash and
cash equivalents, trade receivables and investments in investment funds.

There were no significant changes in the impact of credit risk on the Company's operations.

Currency risk

The official currency of the Company is the euro (EUR). However, certain transactions in foreign
currencies are converted into EUR using the exchange rates valid on the date of the statement of
financial position, and as a result, the Company is potentially exposed to the risks of exchange rate
changes.

Liquidity risk

Liquidity risk, which is considered as a financing risk, is the risk that the Company will encounter
difficulties in collecting funds to settle liabilities related to financial instruments. Liquidity risk
management includes maintaining a sufficient amount of cash and working capital, as well as the
availability of financing through appropriate credit commitments.

The Company’s Management Board bears the final responsibility for credit risk management, and

it established a quality framework for liquidity risk management for the Company's short, medium
and long positions and it defined requirements related to liquidity management.
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Capital management risk
The ratio of net debt and principal (coefficient of financing) is as follows:

December 31, December 31,

2022 2023
in EUR in EUR
Loan liabilities - -
Credit liabilities - -
Financial liabilities - -
Less: Cash at bank and in hand (1,469,638) (7,823,260)
Less: Given loans (1,279,160) (875,214)
Net debt - -
Principal (capital and reserves) 146,725,916 119,304,450

Ratio of net debt and principal . -
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48. POTENTIAL LIABILITIES
Court disputes in which the Company is the defendant on December 31, 2023, are as follows:

/il The Company participates in court disputes as a defendant together with HZ Infrastruktura
d.0.0., Zagreb, and HZ Putniéki prijevoz d.0.0., Zagreb. Pursuant to the plan for the division of the
company HZ Hrvatske Zeljeznice d.0.0., Zagreb, any potential liabilities arising from these disputes
are obligation of new established companies based on their participation in the capital. The share
of HZ Cargo is 40%. The Company is also a defendant in certain individual court cases.

As of December 31, 2023, a provision for costs in the amount of 4,701,252 EUR (2022: 2,361,628
EUR) was established for potential liabilities for all court cases (see Note 32).

49, EVENTS AFTER THE DATE OF SEPARATE STATEMENT OF FINANCIAL
POSITION / BALANCE SHEET

After the date of the separate statement of financial position / balance sheet there were no events
that could significantly affect the Company's separate annual financial statements for 2023, which
should therefore be published.

50. APPROVAL OF ANNUAL SEPARATE FINANCIAL STATEMENTS

The Company's Management Board adopted and authorized the publication of the Company's
annual separaté financial tatements on April 23, 2024.

ind -
Aa R * ’_/!

Dragan Maréinko, Chief Exgeutive-0
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