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THE SOCIAL FOOTPRINT OF DARS dd.

DARS d.d. IS A COMPANY OF
STRATEGIC IMPORTANCE FOR
THE REPUBLIC OF SLOVENIA
AND REPRESENTS THE
LARGEST CAPITAL INVESTMENT
(UNDER THE BALANCE SHEET
BOOK VALUE CRITERION) IN
TRANSPORT.

Employees are proud to work for DARS
and perform their work in a responsible
and committed manner, being the mirror
of the Company. That way, employees
strengthen their self-respect, self-
confidence and loyalty, thus enhancing
the Company’s reputation.

DARS d.d. is well aware of its
responsibility to people, the
environment and society. Therefore,
it exercises social responsibility in a
sustainable manner in all projects
and long-term plans at all levels.
Ambitious and clearly defined goals
ensure that the public will continue to

identify DARS d.d. as a responsible and

forward-looking company.

Corporate income tax
2015: € 12,009,362
2016: € 19,203,477
2017: € 32,981,826
2018: € 33,075,718

VAT

2015: €67,837,287
2016: € 70,538,253
2017: € 86,370,473
2018: € 81,890,482

Payment of interest
2015: € 50,020,548
2016: € 41,234,923
2017: € 40,414,027
2018: € 40,624,860

Investments in motorway
development and reconstruction
2015: € 79,649,113

2016: € 104,041,710

2017: € 109,936,034

2018: € 152,776,606

Toll revenue - freight traffic
(and the Karavanke tunnel)
2015: € 188,090,206
2016: € 191,007,178
2017: € 250,473,614
2018: € 263,088,934

Number of employees
2015: 1242
2016: 1247
2017: 1240
2018: 1232

Sponsorships and donations
2015: € 135,279
2016: € 121,409
2017: € 165,094
2018: € 148,934

The Slovenian Government
introduced toll differentiation based
on EURO emissions classes on 1
January 2010 with the Decision
determining the toll adjustment
factors for vehicles whose maximum
permitted weight exceeds 3,500kg.
Vehicles with lower emissions of
harmful particles (higher EURO
emissions classes) are entitled to a
reduced tariff.

In EUR

o Ingd e 0
o ~ o -
G SE € (R
[=2) [aa] — wn
=) =1 0 ~
o (o] ()} o
~ ) o~ o
— Al (22] m
2015 2016 2017 2018
In EUR
~ o o o
) n ~ )
~ Al < <
~ o0 <) =}
1) 3] ~ &
© n ™ )
~ o © =
© ~ ) )
2015 2016 2017 2018
InEUR " ~ o
< o o O
i ) =] o0
(=) < < <
o~ o — o
=} ~ < ©
o = =) o
) < < <
2015 2016 2017 2018
[ ={V] =) < ©
o — o (=]
— ~ o )
=l 2 o o
=) < ) ~
53 [S) o ~
@ < o N
1Y S S n
~ - -~ -
2015 2016 2017 2018
In EUR
© o0 St <
o ~ - oM
o~ — o )
[=) ~ o 0
) o ~ )
S S < S
0 = <) o
) ) I ©
— - o~ ~
2015 2016 2017 2018
Number
N ~ =} N
< < 5 o0
o~ o~ o~ o~
- - i —
2015 2016 2017 2018
In EUR
re o < <
~ o D o
~ < S a
™ — ™ 0
(32} o~ o <
- - — -
2015 2016 2017 2018



ENVIRONMENTAL FOOTPRINT OF DARS d.d.

I I I
THE COMPANY IS COMMIT- The implementation of European projects for traffic management and control
TED TO ENVIRONMENTALLY - Establishment of interoperability: C-Roads Project

- Traffic control and management systems and the exchange of traffic

W

FRIENDLY ACTIONS IN ALL information: Crocodile 2 Project
- illing stations for electric vehicles throughout the motorway network:
STAGES OF OPERATIONS AND Filli ions for electric vehicles throughout th k
CONTINUOUS REDUCTION OF Central European Green Corridors Project
ADVERSE ENVIRONMENTAL
IMPACTS.
The DarsGo — ELECTRONIC TOLLING SYSTEM and Electricity consumption In MWh
impacts on reduced fuel consumption by MW and 2015: 25,735 MWh
EW users and consequently reduced CO, emissions 2016: 25,181 MWh E % ﬁ §
and other air contaminants (NOx and PM, ) since the 2017: 24,526 MWh & a ] &
deployment of the tolling system on 1 April 2018. 2018: 23,598 MWh 2015 2016 2017 2018
The deployment of the DarsGo system is a significant DARS d.d. ranks among tI‘e
environmental measure in the Republic of Slovenia. large energy consumers in
. Slovenia based on its annual
Reduced fuel consumption by MW and EW users ..
energy consumption in 2018.
2018: 115,000 MWh or 414 T)
i In MWh
Reduced CO, emissions by MW and EW users GG .
g 2015: 16,384 MWh 5 o - 5
2018: 29,986,000 kg CO, 2016: 17,538 MWh §~ ﬁ § §~
Reduced NOx emissions from fuel by MW and EW users 2017: 16,369 MWh = = i =
2018: 84,000 kg 2018: 18,662 MWh 2015 2016 2017 pIokk:
Reduced PM, . emissions by MW and EW users Grit consumption In tonnes
2018: 1700 kg 2015/2016: 17,700 tonnes ° . = "
2016/2017: 12,111 tonnes E R 8 &
2017/2018: 44,804 tonnes = = = =
2018/2019: 15,233 tonnes AT 203 Aoy 203
Carbon footprint In kg CO,/km
2015: 20,133 kg COz/km @ o o 0
2016: 20,132 kg COz/km é‘. § 5 E
2017: 19,711 kg COz/km
2018: 19,575 kg CO, /km 2015 2016 2017 2018
Customer satisfaction Index
index
2015:77.9 R © © <
N R R b=
2016: 75.6
2017: 76.6 2015 2016 plokivs plokk:
2018:81.4
SAFE MOTORWAYS REQUIRE Length of reconstructed In km
carriageways and junctions
RENOVATION. = © p P
2015: 44.41 km s S & i
< o o~ wn

2016: 37.06 km

2017: 26.54 km 2015 2016 2017 2018
2018: 50.28 km
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ACRONYMS AND ABBREVIATIONS

MW
C-ROADS

DARS d. d.
DarsGo

DKOM
NSP
DRSI
EBITDA
EFQM

GRI GS

EW

ILO

ITS

Concession Contract

IBC
MOP
mzI
MAM
cc
NMCP
NPB
BPD/ED
TIC
AADT
FTF

R3

R4

ROE
RS
SDG
SSH
TEN-T
ZDARS

ZDARS-1
ZGD-1J
ZIN

ZPKROD

ZUJF

Motorway

International pilot project to introduce cooperative systems for real-time information
transfer

Motorway Company in the Republic of Slovenia

Electronic tolling system in free traffic flow for heavy vehicles with a maximum
permissible weight exceeding 3500 kg (ETS in FTF)

National Review Commission for Reviewing Public Procurement Procedures

National spatial plan

Slovenian Infrastructure Agency

Earnings Before Interest, Taxes, Depreciation and Amortization

European Foundation for Quality Management — Business Excellence model or
Slovenian Business Excellence Prize

Global Reporting Initiative Global Standards
Expressway

ILO Convention

Intelligent transport systems

Concession contract for motorway management and maintenance in the Republic of
Slovenia

International border crossing

Ministry of the Environment and Spatial Planning

Ministry of Infrastructure

Maximum authorised mass

Control centre

National Motorway Construction Programme

Noise protection barriers

Building Permit Design/Executive Design

Traffic Information Centre for national roads

Average Annual Daily Traffic

Free traffic flow

Motor vehicles with two or three axles with a maximum permissible weight exceeding

3,500kg and groups of motor vehicles with two or three axles with a maximum
permissible weight exceeding 3,500kg.

Motor vehicles with more than three axles with a maximum permissible weight ex-
ceeding 3,500kg and groups of motor vehicles with more than three axles with a max-
imum permissible weight exceeding 3,500kg.

Return on Equity

Republic of Slovenia

Sustainable Development Goals

The Slovenian Sovereign Holding

Trans-European Transport Network

Motorway Company in the Republic of Slovenia Act (ZDARS) (Official Gazette of the
Republic of Slovenia, No. 20/2004 — official consolidated text 1)

Motorway Company in the Republic of Slovenia Act (ZDARS-1) (Official Gazette of the
Republic of Slovenia, No. 97/2010)

Companies Act (Official Gazette of the Republic of Slovenia, No. 15/2017 of 31 March
2017)

Public Procurement Act

Act Regulating the Guarantee of the Republic of Slovenia for the Obligations of DARS
d.d. for Loans and Debt Securities Raised or Issued for Refinancing the Existing Debts
of DARS d.d.

Fiscal Balance Act (Official Gazette of the Republic of Slovenia, No. 40/2012)
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I LETTER FROM THE

MANAGEMENT

Towhom it may concern,

PLANET EARTH IS OUR
ONLY HOME

The Sustainability Report for 2018 gives an insight into the efforts
of DARS d.d. to achieve sustainable goals in all areas of Company
operations.

We have joined the global awareness and proactive efforts to pre-
serve our planet. We must join forces and leave the planet as good
heritage to our descendants.

As the entity constructing the motorway system, DARS has pursued
the mission of connection to the European motorway networks,
thus connecting Slovenia and integrating it into the international
flows, which were embedded in the natural environment with
many environmentally friendly structures. With the construction of
the motorway network, DARS d.d. linked the past with the future

and became a strategic operator; the motorway systems already
built were integrated into the smart transport corridors with a fo-
cus on safety and fluidity. The Company strives for the responsible
and effective management, maintenance and construction of the
motorway networks, thus ensuring the conditions for their safe use.

A very positive influence on the reduced impact of traffic on the
environment was the successful deployment of the DarsGo system,
a modern tolling system in free traffic flow that applies to vehicles
with a maximum permissible weight exceeding 3.5 tonnes. As of

1 April 2018, trucks no longer have to stop at toll stations, which
reduces fuel consumption and greenhouse gas emissions. The su-
ccessfully deployed DarsGo system is a significant environmental
measure in the Republic of Slovenia.

The areas of the environment and energy are systematically mana-
ged, as confirmed by the acquired international 1ISO 14001 and ISO
50001 standards. The Company is committed to environmentally



friendly actions in all stages of operations or throughout the service
life and to the continuous reduction of adverse environmental im-
pacts. DARS d.d achieves 8 Sustainable Development Goals (SDG),
as adopted by the UN Member States, and contributes to the reali-
sation of global sustainable development.

Within the scope of the Sustainability Report, the key stakeholders
were asked about the most important essential content of the Su-
stainability Report of DARS d.d. and the results were shown within
the materiality matrix. Contents of high relevance for stakeholders
or DARS d.d. are given even more attention.

HUMAN RIGHTS ALSO INCLUDE
THE RIGHT TO A CLEAN
ENVIRONMENT

Tomaz Vidic, PhD
Chairman of the Board

Gasper Marc, MSc
Member of the Board

1 GRI GS 102-14.

| N —

Humanity depends on the natural system providing conditions
for its existence and development. Climate change is one of the
greatest modern challenges humanity has faced and the most
obvious evidence of the devastating impact of human activities
on nature, which inevitably has a rebound effect on the lives of
people. The results of climate change and the non-sustainable
use and management of natural resources, inter alia, cause more
and more natural disasters around the world, which is a sign of
the deep integration of the environment and human rights. DARS
d.d. will continue to carry out activities in sustainability on an
ongoing basis. To increase performance in that area, the Company
cooperates with research institutions, experts, non-governmental
organisations, civil society, business partners and other
stakeholders. A great deal of attention is also paid to awareness-
raising and education to achieve these goals.

The goal is to operate in the long term. Investments in long-
term operations build trust. The trust of users is the Company’s
commitment.!

RoZle Podborsek
Member of the Board /Labour
Manager

=

Vili Zavrlan
Member of the Board

A2

~
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.2 NON-FINANCIAL
STATEMENT OF DARS d. d.

Pursuant to the provisions of paragraph 12 of Articles 56 70c. of the Companies Act, DARS d.d. hereby provi-
des a Non-Financial Statement:

1. Description of the Company’'s business model

The Company has the status of a public limited company functioning as a commercial company under the
ZGD-1. The sole founder and shareholder of DARS d.d. is the Republic of Slovenia (hereinafter “RS”), which
has been represented by the Slovenian Sovereign Holding since the enforcement of the Slovenian Sovereign
Holding Act. The Republic of Slovenia exercises its rights as a shareholder, as defined in the ZGD-1 and the
DARS Articles of Association, at the General Meeting of Shareholders.

The ZDARS-1 entered into force at the end of 2010 and, on its basis, DARS d.d.:

- performs individual tasks relating to spatial planning and siting motorways, as well as tasks relating to
real estate acquisition for the purposes of motorway construction on behalf of and for the account of
the Republic of Slovenia;

- builds motorways on its own behalf and for its own account;

- manages and maintains motorway sections based on the granted construction concessions.

The State maintains strategic supervision over motorway development through development documents
laying down new sections and deadlines for putting the newly built sections into service.

ZDARS-1 lays down the status, tasks and obligations of DARS d.d. and regulates legal property relations in
connection with motorways. Pursuant to the Act, DARS d.d. was transformed into a concessionaire that

was awarded the right of superficies for the term of the concession relating to the land where it will build,
and has taken over all the financial obligations related to the construction of new motorway sections. The
ZDARS-1 also stipulates that DARS d.d. performs individual tasks relating to spatial planning and siting motor-
ways, and tasks relating to real estate acquisition for the purposes of motorway construction on behalf of the
Republic of Slovenia and for its account. Furthermore, the Act stipulates that DARS d.d. must continue buil-
ding motorways and expressways that commenced prior to the enforcement of the ZDARS-1, and managing
and maintaining the existing motorways and expressways in the Republic of Slovenia.

According to the ZUJF, which entered into force in 2012, the right of superficies established for the benefit of
DARS d.d. is payable.

2. Policies and due diligence, policy results, main risks and their manage-
ment, key performance indicators

Environment
Policy and due diligence

DARS systematically manages environmental and energy issues, as is confirmed by the obtained international
ISO 14001 (environmental management system) and I1SO 50001 (energy management system) standards. In
relation to this, the Company has implemented an integrated management system policy laying down the
quality, environmental and energy aspects along with safety and health at work.

The environmental and energy policy are aimed at increasing the efficient use of all types of materials and
energy throughout the life cycle of a service and at identifying and managing environmental impacts and
aspects reflected within the scope of the environmental and energy goals and programmes used to reduce
the use of energy products, environmental impacts and, consequently, greenhouse gas emissions to the desi-
red level. The policy applies to all business processes within the scope of Company operations.



Responsibility to the natural environment is expressed through:
- systematic environmental and energy management,
- siting of motorways and expressways,

- concern for the preservation of biodiversity,

- reduced light pollution,

- carbon footprint monitoring,

- concern for animals in the MW area of influence,

- reduced air and noise emissions,

- impact of grit material on the environment,

- protection of waters,

- waste management.

Due diligence in the area of environmental and energy management is a component part of the management
system. The managerial review checks the suitability of the management system policy, the results of internal
audits, the realisation of environmental and energy targets and programmes based on energy reviews and
other necessary input data. The results of the managerial review are resolutions that are used to continuou-
sly improve the environmental and energy management system.

The main risks and their management

DARS d.d., as the entity managing and maintaining motorways and expressways, established an environmen-
tal management system in previous years within the scope of the overall Company operations, which was
upgraded with an energy management system in 2017, allowing it to consistently pursue its environmental
protection policy in all areas of its operations. In 2018, the Company continuously improved the manage-
ment system with an emphasis on energy management and the identification of the environmental aspects
upon due observation of all the stages of a service life cycle. The underlying theme of the environmental
management system pertains to the assessment and analysis of the environmental impacts and aspects
taking into account the stages of a service, and their definition in the register of environmental aspects. To
reduce the impact on the environment, the Company laid down framework and implementing environmental
and energy targets and programmes to achieve the targets. The risks referring to the timely monitoring and
enforcement of the legislative requirements in practice are mitigated with measures taken by the appointed
responsible persons who cover the area of work to which a legislative amendment refers. Environmental risk,
which includes the risk of waste management with a special emphasis placed on hazardous waste, the risk
of environmental pollution and the risk of influence area protection have become increasingly important.
Activities that started in past for the purposes of environmental protection continued. The systematic mana-
gement of environmental risk is reflected in the environmental awareness of Company employees. Motor-
way accidents may have a negative impact on the environment, which is why the Company strives to reduce
the risk of their occurrence; however, if an accident takes place, a fast and efficient response is necessary to
render any negative implications for the environment as low as possible. To this end, the Company informs
and trains all employees in such workplaces to act rapidly and efficiently in a given situation in terms of en-
vironmental protection. The probability of the occurrence of emergency events is also reduced through pre-
ventive measures. With training and drills for fast, proper and efficient actions, the Company makes sure that
the impact of any emergency events on the environment is minimal. With suitable activities within the scope
of motorway maintenance, such as the cleaning and regular maintenance of retention basins for the purpo-
ses of undisturbed operations, the implementation of an annual programme of the operational monitoring of
excess rainwater, and with the collection, separation and controlled disposal of the waste collected (in 2018,
the collection area for waste electrical and electronic equipment was further regulated), the implementation
of measures to reduce light pollution and ongoing monitoring for the presence of carbon monoxide and of
visibility in tunnels, the Company dedicated major efforts to reducing negative impacts on the environment
and successfully managed the risk of environmental accidents. DARS d.d. plans to execute noise protection
measures based on the results of conducted operational monitoring for noise. The measures have been

\e]
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planned to cover areas with a large number of overly affected buildings or residents and areas of individual
overly affected structures.

The Company also implements the measures imposed by the governmental Noise Action Programme for
the 2013-2018 period. The measures included in the Noise Action Programme, Lot B, have already been
executed on 5 motorway sections and activities continue to protect individual residential buildings along the
motorway network that are most affected by noise —in 2019, it is planned to execute active noise protection
measures at 11 locations along the Slovenian motorway network.

In 2019, a new amendment to the Noise Action Programme may be expected, probably for the 2018-2023
period. For the purposes of preparing a set of measures that will be included in the amended Noise Action
Programme in order to reduce noise pollution, the Company prepared expert bases in cooperation with an
external associate for the reconstruction of noise barriers and expert bases for the Noise Action Programme
that define the criteria for the reconstruction of noise barriers.

Pursuant to the law, DARS carries out operational noise monitoring for the motorway and expressway net-
work. Based on the results, noise protection measures will be designed that will be included in the prepara-
tion of expert bases for the Noise Action Programme in overly affected areas. The expert bases for the Noise
Action Programme lay down guidelines for noise protection from road traffic and will also set criteria for the
assessment of the economic viability and proportionality of noise protection measures, guidelines for the
design of passive protection and guidelines for the design of noise barriers.

Key performance indicators

In light of its mission, the Company has built and managed a motorway network that is closely linked to the
natural environment during siting, management and future motorway network development. The Company
is committed to environmentally friendly actions in all stages of operations and the continuous reduction of
adverse environmental impacts.

The DARS d.d. 2017-2020 Strategy places great importance on energy efficiency and environmental protecti-

on, hence laying down an operative goal referring to the improvement of key energy efficiency indicators in

order to rationalise costs:

- the electricity consumed will be reduced by 7% by 2020 compared to 2015 with respect to the existing
condition;

- to reduce energy consumption for heating by 10% until 2020 with respect to the baseline year of 2015;

- toreduce CO: energy emissions for heating by 20% until 2020 compared to 2015.

To reduce the impact on the environment, the Company laid down a framework and environmental and
energy targets and programmes to achieve the targets. Within the scope of energy planning, the Company
has identified indicators with energy baselines for electricity, heating, vehicle fleet and other issues reported
to the Management Board on a quarterly basis.

DARS d.d. ranks among large energy consumers in Slovenia with an annual energy consumption of 47.3GWh
(in 2018). With respect to Company processes, which are characterised by the need for lighting and road
management and maintenance, electricity accounts for the largest share in the total energy consumption
(49.9%), followed by fuel (39.3%). A minor share of energy is used for heating facilities and this area is an
important element of energy management due to the great potentials for optimisation.

Within the scope of the introduced measures, the Company its reduced total electricity consumption despite
enlarging the motorway network and opening a new MW section (Drazenci - Gruskovje) for traffic.



In 2018, the Company recorded above-average precipitation in the winter; there were some 30% more snow
days and some 15% more cold days than the average, which reflected in an increased use of grit material and
more kilometres travelled during ploughing and preventive gritting. That also increased the consumption of
diesel fuel above the average. To reduce the consumption of fuel and grit material, the Company is introdu-
cing a wet salting system using NaCl solution, which allows it to carry out preventive gritting faster and at lon-
ger intervals, since the solution stays on the carriageway. Furthermore, the vehicle fleet is being modernised
with new, ecologically cleaner vehicles. In 2019, it is planned to make a test purchase of a light truck for road
inspection and a gas-powered combination vehicle. Our own pumps for diesel and AD Blue fuel additive were
set up at all MMCs.

Year 2018 was a breakthrough year for heating, since the conditions changed significantly upon the deplo-
yment of the DarsGo system on 1 April 2018. In addition to the relatively favourable outdoor temperatures,
reduced consumption of energy products also resulted from the abolition of certain toll structures, the
successful implementation of the Energy Information System (hereinafter “EIS”) at 6 facilities in the east
cohesion region, the installation of energy meters at all locations, the completion of stage 1 of the energy
efficiency improvement of MMC Hrusica and Hrusica toll station, and successful training and the provision
of information to facility managers and caretakers. An opportunity to reduce energy consumption is seen

in the active promotion of efficient energy use among facility caretakers, the implementation of EIS among
all consumers and compliance with the requirements of the Rules on the efficient use of energy in designed
building renovations.

Reduced electricity consumption for lighting is also an indicator of reduced light pollution. In 2018, the Com-
pany completed stages 3 and 4 of lighting replacement, in which 1500 lamps were replaced.

Furthermore, with respect to the measures introduced to reduce electricity consumption, the carbon foo-
tprint also reduced.

Regarding emissions management, the Company complies with the requirements. Emissions into the air
caused indirectly by MW users are particularly important in tunnel management. Tunnels exceeding 500m
in length have monitoring systems in place for exhaust gas emissions (CO) and visibility. A ventilation system
is set up for adequate ventilation in tunnel tubes, which is steered or regulated automatically using the in-
stalled fans. Measurements are monitored by the control centres in charge of controlling traffic in individual
tunnels.

By optimising traffic flows, the Company reduces traffic congestion, thus reducing the additional emissions of
vehicle gases. This is achieved by forcing freight vehicles off motorways on time, creating road diversions, set-
ting up additional variable message signs, and by coordinating all closures and operations of control centres.

In 2018, the effect of salt spreading on the environment was also monitored during the implementation of
the Annual Programme of Operational Monitoring of rainwater from retention basins. Analyses of the indi-
vidual samples taken showed no excess presence of salting elements; in each analysis, the salting elements
were within the prescribed limits.

Last year, the operational monitoring of run-off wastewater from the roads managed by DARS, measuring the
pollution of drainage water from retention basins, was carried out at the Sneberje representative retention
basin in order to monitor the emission of substances into the natural environment. Operational monitoring
was conducted on the basis of the Annual Programme of Operational Monitoring (APOM), which was sent

to the Ministry of Infrastructure for review and to the Ministry of the Environment and Spatial Planning for
approval pursuant to the Decree on the emission of substances in the discharge of meteoric water from pu-
blic roads. The measurements showed that the parameters of drainage water from the retention basins were
within the limits laid down by the mentioned Decree and could as such be discharged into nature without
further treatment. In a controlled manner, the Company also collected tunnel wastewater from washing and
handed it over for treatment to waste disposal contractors as a specific type of waste.

DARS
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With respect to the integration of the motorway network into the environment, the Company received

64 complaints in 2018 (59 in the year before) from the interested public relating to the issue of noise. The
complaints have been adequately considered and managed. In 2018/2019, the Company has performed
operational noise monitoring for the motorway and expressway network in cooperation with external associ-
ates. Based on the results of the conducted operational noise monitoring, noise protection measures will be
designed that will be included in the preparation of expert bases for the Noise Action Programme in overly
affected areas. The preparation of expert bases for the Noise Action Programme runs in parallel with operati-
onal noise monitoring for the road network managed by DARS d.d. This year, the Noise Action Programme is
expected to be amended, which falls within the competence of the Ministry of the Environment and Spatial
Planning in cooperation with the Ministry of Transport, the Ministry of Health and other stakeholders, inclu-
ding DARS d.d., pursuant to the Decree on the assessment and management of environmental noise.

In 2018, the Company continued implementing and upgrading its environmental protection policy, placing an
emphasis on controlled waste management as laid down by the applicable legislation. Hence, activities were
aimed at proper waste management with consistent waste separation at its very source. Furthermore, the
Company continued to pursue its policy for the controlled disposal of all types of waste.

In investments, DARS d.d. also acts as a generator of construction waste. The legal regulation of that area has
been translated by DARS d.d. into its own investment execution process. DARS strives to utilise the generated
construction waste to the maximum possible extent in the execution of works, provided that the material

is compliant with the project requirements. Therefore, several projects already involved in-situ recycling or
materials were used in new asphalt mixtures or for the execution of certain other construction works (fills,
embankments, etc.). In 2018, the existing pavement structure was reconstructed using cold-in-place recycling
in 3 projects, i.e. the reconstruction of the Hrusica-Lipce section and the demolition and rearrangement of
the Log and Nanos toll stations.

Social and HR affairs and the protection of human rights
Policy and due diligence

DARS d.d. is one of the most reputable employers in Slovenia according to the research conducted by the

Mojedelo.com employment agency. Job seekers see employment at the Company as interesting, providing

a well-organised and responsible working environment and a high level of economic and social security.

Staffing at the Company is based on a prudently and carefully prepared procedure to select the best human

resources. Career development is provided to employees through:

- theidentification of employee skills and potentials, and employees’ inclusion in Company development
activities;

- performance measurements and additional bonuses;

- horizontal promotions in the workplace;

- the development of the expertise, skills and competences of employees for career advancement within
the organisation based on internal job vacancies.

The continuing development of expertise and technology is a constant feature in the massive flow of changes
in which we operate. Sound predictions, an awareness of circumstances, proper understanding and decisi-
on-making are abilities held only by well-qualified expert associates. DARS d.d. appreciates the knowledge

of its associates and manages it in a responsible manner. Skilled and well-qualified employees are the basis
for efficient and successful Company operations, which is why DARS provides the continuous development
of knowledge, abilities and skills to its employees through adequate training and education both within and
outside the Company.

DARS is aware of the importance of providing safety at work for its employees, since many employees per-
form extremely dangerous work on the roads, where their safety not only depends on themselves, but also



on the conduct of road users. Therefore, safety was included in the 2017-2020 Strategy as one of the most
important elements for the successful planning of Company development.

The Company management policy includes a commitment to prevent discrimination and tampering with the
employees’ personality and dignity. The employee recruitment procedure ensures that all candidates receive
equal opportunities, irrespective of gender, age or other circumstances.

DARS has a long-standing practice of cooperation with employees through social partners. Within the scope
of the Company, there are two representative trade unions with which a special participation agreement or,
rather, an agreement on employee participation in management has been made. The Company holds joint
consultations with the Workers’ Council for all foreseen status or organisational changes at least 15 days
before a decision is adopted, and sends every document encroaching upon employee rights and obligations
to the trade unions and the Workers’ Council for an opinion.

Human rights are observed by way of applicable legislation and internal codes and agreements referring pri-
marily to non-discrimination on the job, workplace harassment and fundamental economic and social human
rights.

Taking into account the legislation and practice in human rights (ILO Convention, RS Constitution, Protection
against Discrimination Act), the Company has put in place mechanisms that prevent deviations in terms of
human rights in the broadest possible terms. The mechanisms are laid down in the DARS Code of Conduct
and the Agreement on the prevention and elimination of the consequences of workplace harassment at the
Company, concluded by the Management Board and the Workers’ Council. The document lays down in detail
the conduct understood as workplace harassment, the procedure to resolve cases, and findings and pro-
cedures to rehabilitate victims of workplace harassment. Cases may be notified anonymously. To inform as
many employees and external stakeholders as possible of the content and instructions of the DARS Code of
Conduct, the Company brought it closer to the public. It was published on the intranet and presented in the
Avtoceste in-house newsletter, the Preglednik bulletin and on the notice boards at motorway maintenance
centres. The Avtoceste newsletter published an article requiring caution in the detection of fraud and deceit.
This is a control mechanism for the management of such incidents.

Main risks and their management

Loss of competent or key staff (undesired fluctuation), increased share of actively non-engaged employees
and inadequate resources to increase employee competences and as a result improve the target organisa-
tional culture

The risk of the loss of competent or key staff at DARS d.d. is mitigated with the provision of a creative, safe
and interesting working environment. In order to obtain feedback on the working environment from emplo-
yees, surveys are carried out on the organisational climate and employee satisfaction, the results of which
provide the basis for preparing an annual programme of activities. To increase employee competences and
improve the organisational culture, the Company earmarked more funds in 2018 than in previous years. To
improve the employees’ well-being on the job, measures were carried out last year within the scope of the
full Family-Friendly Company certificate, thus making it easier for employees to coordinate their work and
family duties. Employees were given the opportunity to educate and train in-house in order to achieve per-
sonal and professional development. The results of the survey on the organisational climate and employee
satisfaction in 2018 show improvements in all the points measured.

Compared to 2017, employee engagement in 2018 improved due to the lower share of non-engaged and
actively non-engaged employees, which was identified through employee engagement measurement using
the Gallup method. In order to improve employee engagement and to eliminate identified weaknesses and
risks in HR management, the Company prepared the 2020 HR management strategy in 2018, in which the
action plan foresees the implementation of measures to prevent undesired fluctuation and an increased
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share of non-engaged and actively non-engaged employees, while supporting the competence of employe-
es and improving organisational culture. The Company started implementing measures to strengthen the
competences of older employees, as well as intergenerational cooperation and communication. Being aware
that managers have a significant impact on the performance of employees, the Company again measured
the competences of DARS managers in order to check managerial competences and identify any gaps in the
management process that may result in a risk of losing competent human resources or reducing employee
engagement. Employees were given the chance to acquire topical expertise and skills beyond the scope of
Company activities at various expert meetings in Slovenia and abroad and were thus allowed to grow profes-
sionally and personally.

Concern for employee safety and health at work

DARS d.d. is aware of the importance of the provision of safety and health at work. Therefore, it has invested
for years in the purchase of new and safer work equipment and in the organisation of a working environment
that provides a high level of safety and health at work to employees.

Upon the greatest novelty in 2018 — the change of the tolling system for vehicles with a maximum permissi-
ble weight exceeding 3.5 tonnes, which abolished tolling at toll stations on the motorway (the elimination of
the dangerous crossing of lanes for employees and exposure to exhaust gas, noise and drafts) — another two
important contributions to maintenance should be highlighted, i.e. the replacement of the machines used for
cleaning tunnels and the acquisition of a machine for the manufacture of horizontal signs using the hot (ther-
moplastic) procedure. The machine for washing tunnels has an ergonomically designed operator workplace
in a large (enlarged) vehicle cabin. The operator is no longer in an awkward position (as in the old machine),
but sits on a vertically adjustable, rotating air suspension seat with steering installed on the armrests, which
is why they are no longer exposed to vibrations and have better control over washing — through large cabin
windows, including a ceiling window, and a monitor broadcasting the image from 4 video cameras. The ma-
chine for the manufacture of signs using the hot (thermoplastic) procedure allowed the Company to take a
step forward towards improving working conditions, since it is no longer necessary to use dangerous chemi-
cals (2-component mass and solvents). The old procedures entailed a great deal of tool washing, whereupon
employees were exposed to organic solvent vapours, while the new procedure requires no tool cleaning.
Furthermore, the new machine doses the granulate using a lift and the machine operator is no longer expo-
sed to external conditions (noise, sun, draft, etc.), because the machine is steered and controlled via a moni-
tor in an air-conditioned vehicle cabin.

With respect to the identified risk of a maintenance officer falling while passing over high safety barriers

on the road and the fact that the Company maintenance officers age, the Company prepared a solution for
passages over barriers exceeding 80cm in height. The solution is specified in internal instructions and will be
executed promptly upon the erection of new barriers and, in future years, on existing barriers.

Key performance indicators

DARS d.d. checks the condition of its organisational climate every year, believing that employees can only
optimally develop their potentials and motivation in an organisation in which they feel good. The results of
the survey serve the Company as an initiative and commitment to preserve those organisational advantages
that promote creativity, a sense of belonging and motivation in employees, as well as to improve areas whe-
re there are opportunities for development in the working environment.

The results for 2018 show improvements in innovations and initiatives, internal relations and management
compared to 2017. It is pleasing and further encouragement for the implementation of measures prepared
on the basis of results that the total score for organisational climate and employee satisfaction improved
compared to the previous year. As in previous years, opportunities for development still exist in the reward
scheme, career development and internal communications.



In addition to the survey investigating organisational climate and employee satisfaction, the Company also
conducts a survey on employee engagement using the Gallup methodology every year. We are aware that
employee engagement cannot be taken for granted, but that it is rooted in organisational factors and sound
management. In the recent period, a trend of improvement in employee engagement has been observed at
DARS. The share of engaged employees increased by 3.98%, while the share of actively non-engaged emplo-
yees decreased by 2.43%, which is an important positive shift towards the engagement of Company emplo-
yees.

Since 2015, DARS has been a holder of the Family-Friendly Company certificate. The Company provides 16
measures that allow employees to better and more easily coordinate their job duties and family life, which
were also implemented in 2018. At the beginning of the year, an external audit of all activities was conducted
and a positive opinion was given of the Company efforts. By concluding a new contract, DARS undertook to
extend activities to maintain the full Family-Friendly Company certificate.

In order to maintain the knowledge and working availability of elderly employees, the Company applied to
the open call published by the Public Scholarship, Development, Disability and Maintenance Fund of the
Republic of Slovenia (JP ASI 2017) and obtained €70,000 of additional funds. In May 2018, the Company
commenced activities for the preparation of a strategy for the management of elderly employees, to draw
up personal development plans for 350 employees included in the project, and to carry out several training
courses. The project has continued into 2019.

DARS joined the partner project of the KoC LOGIN competence logistics centre, within the scope of which
it obtained €39,000 from the European Social Fund for employee training, which could be drawn in 2017
and 2018. In 2017, it organised training courses in the total value of €16,620 and, in 2018, in the value of
€22,380. Within the scope of the project, 187 employees attended training.

Managers at DARS d.d. play a special role and thus hold responsibility for the successful work of all emplo-
yees, which is why they are included in the competence assessment with the aim of continuing to improve
and upgrade their management performance. The first competence assessment was carried out in December
2015 and was repeated in autumn 2018, i.e. for all managerial levels. A total of 132 managers were included
in the competence measurement and the scores showed that the Company managers were highly responsi-
ble towards their work, abided by what was agreed, and had an in-depth knowledge of their area of operati-
ons. The competence assessment improved compared to 2015.

In 2018, the Company provided more external training to enhance the expertise and professional compe-
tences of employees who require continuous knowledge upgrades in their work, which increased the invest-
ments in employees in terms of value. The value of training per employee in 2018 amounted to €233, which
is 51% more than in 2017.

One of the important operative strategic goals is also to reduce the number of injured employees at work

by 2020 by 15%, which is why the Company has invested for years in the purchase of new and safer work
equipment and in the organisation of a working environment that provides a high level of safety and health
at work to employees. Upon the greatest novelty in 2018 — the change of the tolling system for vehicles

with a maximum permissible weight exceeding 3.5 tonnes, which abolished tolling at toll stations on the
motorway (the elimination of the dangerous crossing of lanes for employees and exposure to exhaust gas,
noise and drafts) — another two important contributions to maintenance should be highlighted, i.e. the repla-
cement of the machines used for cleaning tunnels and the acquisition of a machine for the manufacture of
horizontal signs using the hot (thermoplastic) procedure.
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The fight against corruption and bribery
Policy and due diligence

The Company has adopted the DARS Code of Conduct and Instructions laying down protection for whistle-
blowers notifying corruptive, illegal and unethical actions, which are based on the Integrity Plan of DARS d.d.,
which is in turn based on the Integrity and Prevention of Corruption Act.

The DARS Code of Conduct and Instructions laying down protection for whistleblowers notifying corruptive,
illegal and unethical actions lay down measures that should be used by DARS d.d. to provide the necessary
measures. The Company appointed the Company Integrity Committee, which is responsible for resolving
deviations from the mentioned requirements.

The main risks and their management

A conflict of interest of employees in the Company structure and supervisory bodies reduces independence
and the credibility of the Company among employees and the external environment. The abuse of inside in-
formation and business secrets is unacceptable, harmful and prohibited by DARS d.d. Associates are required
to inform their superiors of any circumstances (business, family or other relations within the Company) that
may affect decision-making. In such a case, it is best practice that such an associate should be excluded from
a specific work process.

The implications of a failure to observe the obligation to avoid a conflict of interest and the procedure to
identify a conflict of interest and lobbying are laid down in the act governing that area. Procedures or the
process for the proper conduct of the highest governing body ensuring the prevention of conflicts of interest
and managing it are indicated in the Agreement on the prevention and elimination of the consequences of
mobbing at the Company.

Key performance indicators

The abuse of inside information, business secrets, personal data, corruption and bribery are unacceptable
for DARS d.d. and prohibited, whereby the Company has zero-tolerance for intentional criminal offences. The
Company seeks to maintain the number of confirmed cases of corruption at zero.

Tomaz Vidic, PhD Gasper Marc, MSc Vili Zavrlan RozZle Podborsek
Chairman of the Board Member of the Board Member of the Board Member of the Board /

=7

Labour Maneger

o

Celje, 28 June 2019
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Motorway Company in the Republic of Slovenia
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Ulica XIV. divizije 4, 3000 Celje

Phone: +386 (0)3 426 40 71
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Phone: +386 (0)1 300 99 00
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DARS

|.3.2 Company mission, vision, values, strategic policies
and integrated management system policy

Mission
Using modern and environmentally responsible approaches, DARS optimises traffic flows and ensures safety
and comfort on the Slovenian motorway network.

Vision

Povezani v prihodnost

The motto of the current and future Company operations is connectivity in all possible forms. This means

that the Company vision is focused on:

- users, with whom we share a concern for their safety, reliability and comfort during travel;

- the sustainable development of the Company and its environment to further enhance Company opera-
tions in terms of efficiency and performance, and a responsible attitude towards all stakeholders (the
owner, business partners, the local community, the wider Europe, the natural environment, etc.), while
connecting with peer institutions;

- the needs of employees, with whom we share the goal of providing a safe, creative and interesting wor-
king environment.

Core values”
Security
The Company provides a safe environment to work in, i.e. a safe working environment for its employees,

safety for its business partners and users of the Slovenian motorway network (being a reliable partner on the
road), and preservation of the natural environment.

Responsibility

The Company renders the services and tasks undertaken with quality and in a socially responsible manner,
bearing in mind its users, the environment (harmonising its activities with the possibilities and needs of the
natural environment) and other stakeholders (suppliers, contractors, other business partners, the owner and
the local community), making it a reliable business partner.

Development

The Company continuously promotes innovative and modern approaches and develops new or improves
existing services rendered by the Company, while striving to improve energy efficiency. With a creative and
innovative mindset, we are aware that this is the only way to develop innovative services with high added
value for users, employees, the Company and the owner.

Respect

A high level of trust and respect for all stakeholders (users, the owner and business partners) is reflected in
the Company’s day-to-day operations and employee actions and conduct.

11 GRI GS 102-16.



Strategic policies of DARS d.d”

Figure 1: Strategic policies of DARS d.d.

OUR VISION

Connected in the Future

/N /N /N

[
OUR MISSION:

We use modern and environmentally-friendly approaches to
optimize traffic flow and ensure safety and comfort while driving on
the Slovene motorway network.

OUR CORE VALUES
Safety, Responsibility, Development, Respect

The provision of safety, traffic flow and comfort for motorway users

- traffic safety
- traffic fluidity
- user-friendly services

Long-term stable operations

- stable operations in the long term
- theintroduction of lean enterprise
- the implementation of business excellence

Engaged and competent employees

- continuous strengthening of competences
- leadership development at the Company
- the development of a creative, safe and interesting working environment
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Integrated management system policy

With the professional and responsible performance of tasks, the management and all Company employees
will make every effort to fulfil the requirements and expectations of stakeholders, users, the owner, employe-
es, the environment and other interested parties. Company success has been planned, managed and control-
led carefully. The Company is committed to the continuous improvement of all business processes, with an
emphasis placed on preventive actions.

The Company’s goal is to act with due quality, environmental and energy efficiency, and to provide safe and
comprehensive services to employees, outsourcers and users.

The management system policy is realised in the following manner:

by making responsible decisions based on specific information and facts,

by providing good conditions and relations between all stakeholders inside and outside the Company,
by promoting proactive operations with an emphasis on employee innovations,

by managing the risks identified and seizing the opportunities detected,

by enhancing the efficient use of all types of material and energy throughout a service life cycle,

by consistently complying with the legislation, other statutory requirements and development policies,
by cooperating with partners and other outsourcers in a mutually beneficial way,

by supporting the development of the profession and acquiring new knowledge and skills,

by actively communicating within the Company and with external audiences,

by committing to prevent health risks and injuries among employees,

by establishing and achieving measurable goals for improvements in all areas of operation,

by systematically observing all aspects of operations (the environment, energy, quality, safety, economy)
when purchasing products and services and planning new solutions.

The Management Board undertakes to make every effort to achieve the set objectives, including by setting a
personal example.



1.3.3 Activities of DARS d.d.®

Figure 2: The activities of DARS d. d.
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DARS

DARS d.d. was established in 1993 based on the Motorway Company in the Republic of Slovenia Act and
started operating on 1 January 1994. Until 31 December 2003, it had the status of a public undertaking in
the form of a public limited company and, since 1 January 2004, it has been a public limited company in

the form of a company. The sole founder and shareholder of DARS d.d. is the Republic of Slovenia, which is
represented by the Slovenian Sovereign Holding (SSH) pursuant to the Slovenian Sovereign Holding Act (Of-
ficial Gazette of the Republic of Slovenia, No. 25/2014; ZSDH-1). DARS d.d. operates in compliance with the
Corporate Governance Code for Companies with Capital Assets of the State as adopted by the SSH and the
Recommendations and Expectations of the SSH as the manager of the State capital assets, which are aimed
at improving the corporate governance system for the capital assets of the State, company organisation and,
consequently, company performance.

The ZDARS-1 entered into force at the end of 2010 and on its basis DARS d.d.:

- performs individual tasks relating to the spatial planning and siting of motorways, and tasks relating to
real estate acquisition for the purposes of motorway construction on behalf of the Republic of Slovenia
and for its account;

- builds motorways on its own behalf and for its own account;

- manages and maintains motorway sections based on the granted construction concessions.

The State maintains strategic supervision over motorway development through development documents
laying down new sections and deadlines for putting the newly built sections into service.

The ZDARS-1 lays down the status, tasks and obligations of DARS d.d. and regulates legal property relations in
connection with motorways. Pursuant to the Act, DARS d.d. was transformed into a concessionaire that was
awarded the right of superficies for the term of the concession relating to the land where it will build, and
has taken over all financial obligations related to the construction of new motorway sections. The ZDARS-1
also stipulates that DARS d.d. performs individual tasks relating to the spatial planning and siting of motor-
ways, and tasks relating to real estate acquisition for the purposes of motorway construction on behalf of
the Republic of Slovenia and for its account. The Act also stipulates that DARS d.d. must continue building
motorways and expressways that commenced prior to the enforcement of the ZDARS-1, while managing and
maintaining the existing motorways and expressways in the Republic of Slovenia.

According to the ZUJF, which entered into force in 2012, the right of superficies established for the benefit of
DARS d.d. is payable.



.34 Governance structure“

Figure 3: Organisational structure of DARS d. d.
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.35 Motorways and expressways in the Republic of
Slovenia

In 1994, the Republic of Slovenia transferred all motorways and the infrastructure and facilities built on them
to the management and maintenance of DARS d.d. with a special contract. It also transferred to DARS 198.8
kilometres of two-lane and four-lane motorways and expressways built up to that point and 67.5 kilometres
of access roads.

With NMCP implementation, the network managed and maintained by DARS d.d. has gradually increased. At

the end of 2018, the Company managed 623.311 kilometres of motorways, 140.974 kilometres of motorway
junctions, 22.26 kilometres of interchanges and 37.989 kilometres of other roads.*®

Figure 4: The Slovenian motorway system, December 2018
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The Slovenian motorway system as part of the Trans-European Transport Network

Figure 5: Slovenian motorway system as part of the TEN-T network
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.3.6 Investments in motorway development and recon-
struction'

Karavanke tunnel (second tube)

The Karavanke motorway tunnel is part of the Trans-European Transport Network (TEN-T) and connects the
A2 motorway in the Republic of Slovenia with the A11 motorway in the Republic of Austria. The tunnel repre-
sents a bottleneck in this part of the network, as it was built as a single-tube two-lane tunnel in which traffic
runs in both directions. Pursuant to Directive No 2004/54/EC of the European Parliament and of the Council
on the minimum safety requirements for tunnels in the Trans-European Road Network, it is necessary to
ensure full motorway clearance between the A2 and A11 in cooperation with Austria as soon as possible. In
order to enhance fluidity and traffic safety, it is planned to build the second tunnel tube anew along with the
missing part of the motorway and all necessary accompanying arrangements, including sites for the deposit
of excess excavated material. The arrangements planned are located in Jesenice and

E;:ﬂ; Mw‘%ﬂ;mﬁu‘ Euroy Kranjska Gora municipalities.
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EUROPEAN UNIDN
[URCPEAN REGIONAL
DEVELOFMENT FUND

A building permit has been obtained for the relevant investment and a public procurement procedure for

a contractor was published, within the scope of which tenders were opened in March 2018. In July 2018, a
Decision on the award of the public contract was published against which requests for review were filed. Due
to review requests by unsuccessful tenderers and the DKOM decision, which granted the requests, the proce-
dure to select the contractor was not completed in 2018.

Building Permit Design and Executive Design documents, which were co-financed from EU funds in the amo-
unt of 50%, were completed. Based on the design documents and the issued building permit, the procedure
to award the public contract for the execution of construction works is pending. The Republic of Slovenia and
the Republic of Austria received EU grants within the scope of the Connecting Europe Facility (CEF) for the
construction of the second tube of the Karavanke motorway tunnel. The Republic of Slovenia received CEF
funds in the maximum amount of €7.95 million or 10% of the eligible project costs.

3" development axis

The 3" development axis entails a future traffic link from north to southeast Slovenia (from the Austrian

to the Croatian border). The Ordinance on the Spatial Planning Strategy of Slovenia defines the 3rd deve-
lopment axis as a road link coming from Austrian Carinthia via Slovenj Gradec and Velenje and connecting to
the motorway at Celje and then continuing towards Novo mesto and Karlovac or, rather, connecting to the
Zagreb-Rijeka motorway. The investment in the 3rd development axis is included in the Resolution on the
National Programme for the Development of Transport of the Republic of Slovenia until 2030 (link: https://
www.uradni-list.si/glasilo-uradni-list-rs/vsebina/2016-01-3211). The construction of the 3rd development
axis south from the A2 MW to the Osredek junction was included in the Operational Programme for the Im-
plementation of the EU Cohesion Policy 2014-2020, under which it is planned to co-finance the project from
the European Regional Development Fund in the amount of €39.7 million.

The link also includes two new national roads from the A2 motorway at Novo mesto to the Maline junction
and from the Sentrupert junction on the A1 motorway to the Slovenj Gradec South junction, for which natio-
nal spatial plan decrees have been adopted.

Building Permit Design documents have been produced for the 3rd development axis south section from A2
MW to Osredek junction and a building permit requ