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INDEPENDENT AUDITOR’S REPORT
To the Shareholder and Management of Prishtina International Airport Holdings J.S.C.

We were engaged to audit the accompanying consolidated financial statements of Prishtina
International Airport Holdings J.5.C. (the “Company”™) which comprise the consolidated balance sheet
as at December 31, 2007, and the consolidated statement of operations, consolidated statement of
changes in equity and the consolidated cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

Management’s Responsibility for the consolidated financial statement

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards. This responsibility
includes: designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of the consolidated financial statements that are free from material misstatement, whether
due to fraud or error; selecting and applying appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.

Basis for Disclaimer - Scope limitation

1. As discussed in note 19 to the consolidated financial statements, during March 2008, the
Kosovo Police arrested the General Director and Procurement Manager of the Company on
the allegations of misuse of powers related to certain procurements. The Company initially
suspended both the employees and later through a decision of the Board of Directors dated
August 22, 2008 terminated their working contracts. Based on management representation, we
understand that the allegations against those two employees are still being investigated and no
formal charges are raised against them yet. In the absence of details of the fraudulent act, if
any, and in the absence of any agreement with the Company to perform additional procedures,
we were unable to satisfy ourselves with respect to the possible effects, if any, of the claimed
fraudulent act as well as whether it was in isolation.

]

The Company implemented new accounting software from November |, 2006. Before that
date accounting records were maintained in excel spread sheets. Accounting records for the
period from January 1, 2006 to October 31, 2006 and balances as at that date were migrated
directly from excel spread sheets to the new accounting software. In the absence of detailed
general ledger, inventory ledger and related sub ledgers, the Company’s accounting records
did not provide sufficient and reliable evidence supporting the balances and transactions.
Owing to the nature of the Company’s records and in the absence of alternative audit
procedures, we were unable to satisfy ourselves regarding the existence, accuracy and
completeness of balances and transactions as at and for the year ended December 31, 2006.
Further since opening balances enter into the determination of the results of operations for
current year, we were unable to determine whether adjustments might be necessary to the
statement of operations for the year ended December 31, 2007.

Deloitte refers to one or more of Deloitle Touche Tohmatsu. a Swiss Verein, and its network
of member fimns, each of which is a legally separate and independent entity. Please see
http:fiwww,deloitte.com/about for a detailed description of the legal structure of Deloitte
Teouche Tohmatsu and its member finns.

Member of Deloitte Touche Tohmatsu
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The Company recorded operating revenue from sales of goods and services for the year ended
December 31, 2006 amounting to EUR 18,791 thousand. Owing to the lack of adequate systems
of internal control and proper general ledger and sales ledger up to October 31, 2006, we were
unable to satisfy ourselves as to whether revenue from sale of goods and services have been
ear ended December 31, 2006 and the resulting impact, if any, due

properly accounted for the y
he statement of operations for the year ended December 31, 2007.

to possible cut off errors, on't

As detailed in note 9 to the consolidated financial statements, the balance and transactions
relating to bank account at Pro Credit bank have not been accounted for and disclosed in these
consolidated financial statements. The outstanding balance as at December 31, 2007 was EUR
1,098 thousand (December 31, 2006: EUR 636 thousand). As detailed in note 18 to these
consolidated financial statements, under a letter from Ministry of Economy and Finance dated
March 20, 2009, the Ministry has no authority and control over Pro Credit bank account. Owing
to the nature of the Company’s records and in the absence of alternate audit procedures, we were
unable to ascertain the adjustments that might have been necessary and the resulting impact of
transactions taken place from this account, if any, on the balance sheet and the statement of
operations as at and for the year ended December 31, 2007 and 2006.

The Company has not recognized a deferred tax asset or liability as required by International
Accounting Standard (IAS) No. 12 “Income Taxes”. Owing to the nature of the Company’s
records and in the absence of alternative audit procedures, we were unable to determine the
extent of the adjustment, if any, as at December 31, 2007 and 2006 that would be required to
record a deferred tax asset or liability in accordance with the provisions of IAS 12.

As detailed in note 12 to the consolidated financial statements, included in other payables is an
amount of EUR 200 thousand for provision of unexpected expenses as at December 31, 2007,
We have not been provided with any supporting documentation for this balance ,and in the
absence of alternative audit procedures, we were unable to satisfy ourselves as to the accuracy of
the provision amounting to EUR 200 thousand as at December 31, 2007 and the resulting impact
on the statement of operations for the year ended December 31, 2007

Disagreement with management

7.

As at December 31, 2007, the Company has not provided the disclosures for financial
instruments, which is a departure from the International Financial Reporting Standards (IFRS)

7 — Financial Instruments: Disclosures.

In previous periods the Company has accounted for an interest free loan as detailed in note
11, at the amount received from Ministry of Economy and Finance. IAS 39 Financial
Instruments: Recognition and Measurement requires that such loan be measured at its fair
value at the time of initial recognition and subsequent to initial recognition at amortized cost
using the effective interest rate method. In our opinion, the practice adopted by the Company
is not in accordance with IAS 39. Had the Company adopted IAS 39 for recording of loan
using fair value at the time of initial recognition and subsequently the effective interest rate
method of measurement, the interest expense for the year ended December 31, 2007 would
have increased by EUR 453 thousand and liability for loan interest and interest expense would

have increased by EUR 958 thousand as of and for the year ended December 31, 2006.




Deloitte.

9. As detailed in note 3(n) and note 13 to the consolidated financial statements, included in the
consultancy costs are certain expenses charged by SWEDAVIA under Schedule VIII of the
contract between UNMIK and lceland Civil Aviation Administration, amounting to EUR
1,458 thousand and EUR 1,561 thousand for the years ended December 31, 2007 and 2006
respectively. During 2005 similar costs amounting to EUR 1,510 thousand were capitalized as
assets in construction, which practice, in our opinion, was not in accordance with IFRS. Had
the Company recorded 2005 costs as operating expenses, property, plant and equipment and
accumulated profit would have reduced by EUR 1,510 thousand as at December 31, 2007 and

2006.

Because of the significance of the matters discussed in preceding paragraphs | to 6 we do not express,
an opinion on the accompanying consolidated financial statements.

fpé@‘t\“l%é %ﬂﬂfm ,d// Ll

Deloitte Kosova sh.p.k
Prishtina, Kosovo
February 9, 2009
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PRISHTINA INTERNATIONAL AIRPORT HOLDINGS J.8.C.
CONSOLIDATED BALANCE SHEET
AS AT DECEMBER 31, 2007

(All amounts are expressed in thousand EUR, unless otherwise specified)

December 31, December 31,
Note 2007 2006
ASSETS
Non-current assets
Property, plant and equipment 4 31,297 26,298
Intangible assets 5 243 290
Advances for capital expenditures 6 258 1,703
31,798 28,291
Current assets
Inventorics 7 607 770
Trade and other receivables 8 2,984 5,124
Cash and cash cquivalents 9 5,948 12,801
9,539 18,695
Total assets 41,337 46,986
EQUITY AND LIABILITIES
Capital and reserves
Share capital 10 18,000 18,000
Share premium 13,706 13,706
Accumulated profit 3,851 475
35,557 32,181
Non-current liabilities
Borrowings — non current portion 11 2,362 -
2,362 -
Current liabilities
Borrowings — current portion 11 - 11,000
Trade and other payables 12 2,551 3,503
Current tax labilities 867 302
3418 14,805
Total equity and liabilities 41,337 46,986
Authorised for issue on behalf of board of directors on February 9, 2009:
N
Fin Manager
P.1LA JS.C PILA JS.C

The accompanying notes 1 to 19 form an integral part of these consolidated financial statements.
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PRISHTINA INTERNATIONAL AIRPORT HOLDINGS J.8.C.
CONSOLIDATED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2007

(All amounts are expressed in thousand EUR, unless otherwise specified)

Year ended Year ended

December 31, December 31,
Note 2067 2006
{see note 1)
Operating revenue

Handling fees 5,660 5,247
Landing fees 3,230 2,950
Passenger fees 8,944 7,439
Military traffic 735 &74
Other commercial income 2,212 2,281
20,781 18,791
Operating costs 13 {16,912) {16,964)
Operating profit 3,869 1,827
Other income 940 370
Finance costs {103) (47)
Profit before income tax 4.706 2,150
Income tax expense 14 (1,330) {398)
Net profit for the year 3.376 1,752

The accompanying notes 1 to 19 form an integral part of these consolidated financial statements




PRISHTINA INTERNATIONAL AIRPORT HOLDINGS J.8.C.
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2007

(All amounts are expressed in thousand EUR, unless otherwise specified)

Share Share Accumulated

capital premium profit/(loss) Total
Balance as at January 1, 2006 18,000 13,706 (1,277) 30,429
Net profit for the year } - 1,752 1,752
Balance as at January 1, 2007 18,000 13,706 475 32,181
Net profit for the year - - 3,376 3,376
Balance as at December 31, 2007 18,000 13,706 3,851 35,557

R (AL OGN S N G e

The accompanying notes 1 to 19 formn an integral part of these consolidated financial statements.




PRISHTINA INTERNATIONAL AIRPORT HOLDINGS J.S.C.

CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2007

(All amounts are expressed in thousand EUR, unless otherwise specified)

Cash flows from operating activities:
Net profit before income tax
Adjustments for:
Provision for doubtful receivables
Write off of property, plant and equipment
Finance costs
Depreciation and amortization
Operating profit before working capital changes

Decrease/(increase) in inventories
Decrease in trade and other receivables
(Drecrease) in trade and other payables

Finance costs paid
Income taxes paid
Net cash generated from operating activities

Cash flows from investing activities:
Purchase of property, plant and equipment
Change in advances for capital expenditure
Purchase of intangible assets

Net cash used in investing activitics

Cash flows from financing activities:
Loan obtained during the year
Loan repaid during the year

Net cash used in financing activities

Net (decrease) in cash and cash equivalents during

the year

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Ycar ended Year ended
December 31, December 31,
Note 2007 2006
4,706 2,150
26 327
137 -
103 47
4,5 2,563 2,504
7,535 5,088
163 (84)
2,114 464
(952) (232)
8,860 5,236
{103) 47
(763) (421)
7,992 4,768
4 (6,207) (6,227)
- {1,703)
- (80)
(6,207) (8,010)
2,362 -
{11,000} -
(8,638) -
(6,853) (3,242)
12,801 16,043
9 5,948 12,801

The accompanying notes | to 19 form an integral part of these consolidated financial statements.
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PRISHTINA INTERNATIONAL AIRPORT HOLDINGS J.5.C,
NOTES TO THE CONSOLIDATED FINANNCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

{All amounts are expressed in thousand EUR, unless otherwise specified)

1. INTRODUCTION

Prishtina Airport (Public Enterprise} was transformed into a Joint Stock Company (J.5.C.) under United
Nation Interim Administration Mission in Kosovo (“UNMIK”) regulation No. 2001/6 and its name was
changed to Prishtina International Airport Holdings J.S.C. (the “Company”) on June 23, 2005 and with
effect from January 1, 2005. A wholly owned subsidiary, Prishtinaz International Airport J.S.C. (the
“Subsidiary”) was established on the same date. The principal activities of the Company and its Subsidiary
(the “Group™) are described below,

The charter capital of the holding company is EUR 18 million divided into 18 million ordinary shares with
face value of EUR 1 each which was issued to the Kosovo Trust Agency (KTA), as trustee for UNMIK in
accerdance with UNMIK regulation No. 2002/12 as amended by UNMIK regulation No. 2003/18 on the
Establishment of KTA.,

The initial charter capital of the Subsidiary was EUR 25 thousand fully contributed in kind by the Holding
Company through a resolution dated June 28, 2005. On the same date (he capital was increased to EUR 18
million in exchange for the transfer of the trade, contracts, all assets and liabilities effective from January 1,
2005 through the declaration of subscription and agreement for Prishtina International Airport J.S.C. and
the execution of a deed of transfer regarding the transfer of real property dated June 30, 2005.

As at January 1, 2005 the current assets were valued at fair value and the non-current asscts at depreciated
replacement cost less impairment to form the opening net assets of the Group (the Holding company and the
Subsidiary).

Since November 1999 UNMIK has overall financial and strategic management of Prishtina Airport, With
the establishment of the KTA in the mid of 2002, it took over responsibility for the administration of the
airport. All operations on the airtield and airspace had been run by KFOR (Kosovo Force, a NATO-led
international force responsible for establishing and maintaining security in Kosovo). A handover to the civil
UNMIK authority occurred on April 1, 2004. In addition, at that time it was determined that KFOR should
be charged for landing and handling of military flights. These services were not chargeable previously.

In accordance with the Agreement between UNMIK and Government of Republic of Iceland, acting
through the lcelandic Civil Aviation Administration (ICAA), signed on April 1, 2004, the latter is
responsible to ensure, in cooperation with Civil Aviation Regulatory Office for Kosovo (“CARO™),
established by UNMIK that Prishtina International Airport Holdings J.5.C. is in compliance with relevant
ICAO (Intcrnational Civil Aviation Organization) standards and recommended practices.
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PRISHTINA INTERNATIONAL AIRPORT HOLDINGS J.S.C.
NOTES TO THE CONSOLIDATED FINANNCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

(All amounts are expressed in thousand EUR, unless otherwise specified)

2. STATEMENT OF COMPLIANCE AND ADOPTION OF NEW AND REVISED
STANDARDS
2.1 Statement of compliance

These consolidated financial statements are prepared in accordance with International Financial Reporting
Standards (“IFRS™).

2.2 Basis of preparation

These consolidated financial statements have been prepared on the historical cost basis except for the
revaluation of certain financial asscts and financial liabilities.

These consolidated financial statements are presented in thousands of Euro (“EUR™), the currency
designated to be used in Kosovo for all budgets, financial records and accounts and for all payments,
including compulsory payments.

The presentation of these consolidated financial statements in conformity with IFRS requires the
management of the Group to make judgement about estimates and assumptions that affect the reported
amounts of assets and liabilities and the disclosure of contingent assets and liabilities as at the date of the
consolidated financial statements and their reported amounts of revenues and expenses during the reporting
period. Although these estimates are based on management’s best knowledge of current events and actions,
actual results may ultimately differ from those estimates.

23 Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Holding Company and the
cntity controlled by the company (its Subsidiary). Control is achieved where the company has the power to
govern the financial and operating policies of the entity so as to obtain benefits from its activities,

All intra-group transactions, balances, income and expenses are eliminated on consolidation,
24 Standards and Interpretations effective in the current period

In the current year, the Company has adopted IFRS 7 Financial Instruments: Disclosures which is effective
for annual reporting periods beginning on or after January 1, 2007, and the consequential amendments to
IAS 1 Presentation of Financial Statements.

2.5 Standards and Interpretations in issue not yet adopted

At the date of authorisation of these financial statements the following standards, revisions and
interpretations were in issue but not yet effective:

¢ II'RS & “Operating Segments” (effective for annual periods beginning on or after 1 January 2009),

* IFRS 3 (revised) “Business Combinations™ (effective for annual periods beginning on or after 1 July
2009),

¢ IFRS | (revised) “First-time Adoption of IFRS” (effective for annual periods beginning on or after 1
July 2009),

e Amendments to IFRS 7 “Financial Instruments: Disclosures” - Improving disclosures about financial
instruments (effective for annual periods beginning on or after 1 January 2009),




PRISHTINA INTERNATIONAL AIRPORT HOLDINGS J.8.C.
NOTES TO THE CONSOLIDATED FINANNCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

{All amounts arc expressed in thousand EUR, unless otherwise specified)

2. STATEMENT OF COMPLIANCE AND ADOPTION OF NEW AND REVISED
STANDARDS (CONTINUED)

25 Standards and Interpretations in issue not yet adopted (continued)

* Amendments to IAS 27 “Consolidated and Separate Financial Statements” (cffective for annual periods
beginning on or after 1 July 2009),

* Amendments to IAS 39 “Financial Instruments: Recognition and Measurement” - Eligible hedged items
(effective for annual periods beginning on or after 1 July 2009),

* Amendments to IFRS 1 “First-time Adoption of IFRS™ and IAS 27 “Consolidated and Separate
Financial Statements” — Cost of investment in a subsidiary, jointly-controlled entity or associate
(effective for annual periods beginning on or after 1 January 2009),

* Amendments to various standards and interpretations resulting from the Annual quality improvement
project of IFRS (IAS I, I[FRS 5, IAS 8, IAS 10, [AS 16, IAS 19, 1AS 20, IAS 23, IAS 27, IAS 28, IAS
29, 1AS 31, IAS 34, IAS 36, IAS 38, IAS 39, 1AS 40, IAS 41) primarily with a view to removing
inconsistencies and clarifying wording (most amendments are to be applied for annual periods
beginning on or after 1 January 2009),

* Amendments to TAS 32 “Financial Instruments: Presentation” and IAS 1 “Presentation of Financial
Statements” — Puttable financial instruments and obligations arising on liquidation (effective for annual
periods beginning on or afier 1 January 2009),

e IAS 1 (revised) “Presentation of Financial Statements” — A revised presentation (effective for annual
perieds beginning on or after 1 January 2009),

¢ IAS 23 (revised) “Borrowing Costs” (effective for annual periods beginning on or after 1 January
2009),

* Amendments to IFRS 2 “Share-based Payment” — Vesting conditions and cancellations (effective for
annual periods beginning on or after 1 January 2009),

* Amendments to IFRIC 9 “Reassessment of Embedded Derivatives” and 1AS 39 “Financial Instruments:
Recognition and Measurement” -Embedded Derivatives (effective for annual periods ending on or after
30 June 2009),

e [IFRIC 13 “Customer Loyalty Programmes” (effective for annual periods beginning on or after July
2008),

¢ IFRIC 15 “Agreements for the Construction of Real Estate” (effective for annual periods beginning
on or after 1 January 2009),

» ITRIC 16 “Hedges of a Net Investment in a Foreign Operation” (effective for annual periods beginning
on or after | October 2008),

¢ IFRIC 17 “Distributions of Non-Cash Assets to Owners” (effective for annual periods beginning on or
after 1 July 2009),

o [FRIC 18 “Iransfers of Assets from Customers” (effective for transfer of assets from customers
received on or after 1 July 2009).

The Company has clected not to adopt these standards, revisions and interpretations in advance of their
effective dates. The Company anticipates that the adoption of these standards, revisions and interpretations
will have no material impact on the financial statements of the Company in the period of initial application.




PRISHTINA INTERNATIONAL AIRPORT HOLDINGS J.8.C.
NOTES TO THE CONSOLIDATED FINANNCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

(All amounts are expressed in thousand EUR, unless otherwise specified)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these consolidated financial statements are
set out below,

(a) Foreign currency translation

Transactions denominated in currencies other than EUR are recorded at the exchange rate ruling on the
transaction date. Exchange differences resulting from the settlement of transactions denominated in
currencies other than EUR are included in the statement of operations using the exchange rate ruling on that
date.

Monetary assets and liabilities denominated in currencies other than EUR are translated into EUR at the
mid market exchange rate at the balance sheet date. Foreign currency gains and losses arising from the
translation of assets and liabilities are reflected in the statement of operations as foreign exchange
translation gains less losses. The principal rates of exchange used for translating balances of EUR to USD
were:

, December 31, 2007 December 31, 2006
1 USD 1.558 1.320

{b) Property, plant and equipment

Items of property plant and equipment as at January 1, 2005 are stated at deemed cost less accumulated
depreciation and impairment, if any, whereas items of property plant and equipment purchased subsequent
to January 1, 2005 are stated at cost less accumulated depreciation and impairment if any.

Subsequent costs are included in the asset’s carrying amount or recognized as a separate assel, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Group and
the cost of the item can be measured reliably. All other repairs and maintenance are charged to the statement
of operations during the financial period in which they are incurred

Land is carried at deemed cost and is not depreciated.
Depreciation is provided on a straight-line basis. In determining the depreciated replacement cost as at
January 1, 2005 each asset was assigned a remaining useful life and is being depreciated over the revised

estimated life. The annual depreciation rates used for the major catcgories of assets acquired after January
1, 2005 are as follows:

Depreciation rates used

Land improvements 5-25%
Buildings 5 %
Machinery and equipment 15-25%
Apartments 3%
Leasehold improvements 5-25%

Assets in construction were brought into the opening balance sheet at January 1, 2005 at cost less
impairment and are to be depreciated from the time the assets are completed or ready for use.

Gains and losses on disposals are determined by comparing procceds with carrying amount and are
recognized m the statement of operations.

10




PRISHTINA INTERNATIONAL AIRPORT HOLDINGS J.8.C.
NOTES TO THE CONSOLIDATED FINANNCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

{All amounts are expressed in thousand EUR, unless otherwise specified)

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(¢) Leasehold improvements

The Company does not hold legal title to certain major assets, such as the runways, taxiways and aprons
and the lease agreements have still to be agreed and signed. The group has however invested significant
amounts in the maintenance of these facilities and plans to invest significant amounts in the future. The
expenditure to date is classified as leaschold improvements and is stated at depreciated replacement cost
less impairment. In determining the deprectated replacement cost each asset is being depreciated over the
remaining useful life assigned at January 1, 2005. The leaschold improvements subsequent to this date are
being depreciated at 5 - 25% on a straight line basis.

(d) Intangible asscts

Intangible assets, which comprise software licenses, are stated at depreciated replacement cost less
impairment. These costs are amortized on a straight line basis over their estimated remaining useful lives.
The annual amortization rates used for intangible assets acquired after January 1, 2005 are between 11%
to 20%.

(e) Impairment of tangible and intangible assets excluding goodwill

Impairment of the Group's assets is assessed based on the provisions of [AS 36 “Impairment of Assets”.
[AS 36 requires an impairment loss to be recognised whenever the carrying value of an asset exceeds its
recoverable amount. The recoverable amount of an asset is the higher of its net selling price and value in
use. Value in use of an asset is the present value of estimated future cash flows expected from the

continuing wse of an asset and from its disposal.

(f) Advances for capital expenditures

Advances for capital expenditures are carried at the order valuc of the related capital items.

(g) Inventories

Materials, spare parts and consumables are stated at lower of cost and net realisable value. Net realisable
value is the estimated selling price in the ordinary course of the business, less applicable variable selling
expenses. Cost is determined using the first-in, first-out (FIFO)} method and includes expenditures incurred
in acquiring the inventories and bringing them to their existing location and condition.,

{(h) Trade and other receivables

Trade and other receivables are staled at their recoverable amounts. Recoverable amounts are estimated taking
into account potential delays and defaults on payments.

(i} Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and deposits with banks. For cash flow purposes cash and
cash equivalents represent cash on hand and unrestricted deposits at banks with a maturity period of three
months or less.

11




PRISHTINA INTERNATIONAL AIRPORT HOLDINGS J.5.C.
NOTES TO THE CONSOLIDATED FINANNCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

{All amounts are expressed in thousand EUR, unless otherwise specified)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(j) Borrowings

Borrowings represent the loans obtained from financial institutions and are measured at their fair
value at the time of inttial recognition and subsequent to initial recognition at amortized cost using
the effective interest rate method.

(k} Taxation

Taxation has been provided for in the financial statements in accordance with Kosovo tax regulations
currently in force (Administrative Instruction 01/2005 on implementation of UNMIK regulation no.
2004/51 “On Corporate Income Tax “, 2005/51 Amending UNMIK regulation 2004/51 ).

The income tax charge in the income statement for the year comprises current income tax. Current tax is
calculated on the basis of the expected taxable profit for the year using the tax rates in force at the balance
sheet date. Taxable profit differs from profit as reported in the income statement because it excludes items
of income or expense that are taxable or deductible in other years and it further excludes items that are
never taxable or deductible. Taxes other than income taxes are recorded within operating expenses.

{(I) Revenue recognition

Revenue represents the fair value of the sale of goods and services, net of value-added tax, rebates and
discounts. Sales of services are recognised in the accounting period in which the services are rendered.

(m) Government grants

Government grants are not recognised until there is reasonable assurance that the Group will comply with
the conditions attaching to them and that the grants will be received,

Government grants whose primary condition is that the Group should purchase, construct or otherwise
acquire non-current assets are recognised as deferred income in the balance sheet and transferred to
statement of operations on a systematic and rational basis over the useful lives of the related assets.

Other government grants are recognised as income over the periods necessary to match them with the costs
for which they are intended to compensate, on a systematic basis. Government grants that are receivable as
compensation for expenses or losses already incurred or for the purpose of giving immediate financial
support to the Group with no future related costs are recognised in the statement of operations in the period
in which they become receivable.

(n) Consultancy expenses

In accordance with the Agreement between UNMIK and Government of Republic of Iceland, acting
through the Icelandic Civil Aviation Administration (ICAA), signed on April 1, 2004, the latter is
responsible to ensure, in cooperation with Civil Aviation Regulatory Office for Kosovo (“CARQ”),
established by UNMIK that Prishtina International Airport Holdings J.S.C. is in compliance with relevant
ICAO (International Civil Aviation Organization) standards and recommended practices.

Such costs as charged by ICAA are recorded as operating expenses as and when they accrue.

12




PRISHTINA INTERNATIONAL AIRPORT HOLDINGS J.8.C.
NOTES TO THE CONSOLIDATED FINANNCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

{All amounts are expressed in thousand EUR, unless otherwise specified)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(0) Employee benefits

The Group makes no provision and has no obligation for employee pensions over and above the
contributions paid into the Kosovo state pension scheme.

(p} Fair value of financial instruments

Financial instruments carried in the balance sheet include cash and bank balances, receivables, and
pavables, The carrying amounts of these financial instruments approximate to their fair value. Fair value is
the amount for which a financial instrument could be exchanged between knowledgeable and willing parties
in an arm’s length transaction.

(g) Financial risk management
Exposure to credit, interest rate and currency risk arises in the normal course of the company’s business.
Credit risk

Financial asscts, which potentially subject the company to concentrations of credit risk, consist principally
of trade receivables. The company is primarily exposed to credit risk in the event where its customers fail to
perform their obligations. Trade receivables owed from non-scheduled airline traffic are partially
safeguarded by bank deposits from the airlines concerned.

Interest rate risk

The Company is exposed to interest rate risk through its borrowings having variable interest rate (linked
with EURIBOR).

Foreipn currency risk

The Company is not exposed to foreign currency risk as majority of the transactions including borrowings,
salcs and purchases are in EUR.

(r) Corresponding figures

Certain corresponding figures in “Operating costs” for the year ended December 31, 2006 have been
reclassified within the same line item in order to conform to the current year financial statements
presentation,

(s)  Critical judgments in applying the Company’s accounting policies
In the process of applying the Group’s accounting policies, which are described in note 3 above,

management has made no judgments on application of those accounting policies that have the significant
effect on the amounts recognized in the consolidated financial statements,

13



PRISHTINA INTERNATIONAL AIRPORT HOLDINGS 1.8.C.
NOTES TO THE CONSOLIDATED FINANNCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

(All amounts are expressed in thousand EUR, unless otherwise specified)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(t) Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance
sheet date, that have a significant risk of causing a material adjustment to the carrying amount of assets and
liabilities within the next financial year, are discussed below:

Provision of receivables

In normal course of business, the Group makes estimation for recovery and realisation of receivables. Based
on this assessment, management records an appropriate provision for impairment of receivables. Actual
results may differ from estimation.

Assessment of legal cases

In normal course of business, the Group makes estimation for scttlement amounts of legal cases as guided
by the legal counsel of the Group. On the basis of this estimation, the Group accordingly records the
provisions, if any, or disclose the contingent liability. Actual results may differ from estimation.
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