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| Statement by the President
of the Management Board




In front of you is the third report on the corporate social
responsibility of llirija d.d. for the year 2017, with an over-
view of the company’s business, which, in addition to the
accomplished economic results, also includes an over-
view of environmental and social topics that are key to
understanding its overall contribution to the wider com-
munity. We have developed the corporate social respon-
sibility report for 2017 in accordance with the internation-
al reporting standards on non-financial impacts Global
Reporting Initiative — GRI Standards, which was one of
the Company’s goals of presenting our activities and the
impact on the community that we operate in. This report
is also the first report on the company’s non-financial im-
pacts prepared in accordance with the GRI Non-financial
Reporting Standards.

The 2017 fiscal year was marked four significant events:
(1) celebrating the sixty-year anniversary of successful
business operations and existence of the company; (1)
accomplishment of the best operating results so far; (I1l)
successful integration of the Commercial-shopping cen-
ter into operational business which proved to be an eco-
nomically reasonable investment and (IV) decisions taken
by the Shareholders' Assembly on an increase in the share
capital and the share splitting thus additionally strength-
ening the market and capital position of the company. In
2017 we became a company at an operational level with
a wide range of activities, fulfilling thus the prerequisites
for a successful, profitable and sustainable business that
represents an added value to our entire offer and provides
us a number of additional opportunities in designing new
services and products.

The operating results achieved are the best since the
company was founded regarding operating and finan-
cial performance indicators, but also regarding operat-
ing profitability ratios, and this is how we as a company
successfully continued with a long-term and sustainable
goal - successful development of all-year business in all
of its tourism sectors. Total revenues were generated
in the amount of HRK 160,476,677.41 with a growth of
16.63% as a result of an increase in operating revenues
by 17.18% especially regarding the revenues from sales
on the domestic market. At the same time, despite the
growth in total expenditures, the forecasted indicators of
operating profitability were also realized. The profit was
generated in the amount of HRK 34,402,224.34 and in-
creased by 10.12%, while the EBITDA (Earnings before
interest, taxes, depreciation and amortization) was real-
ized in the amount of HRK 50,113,710.90 and rose by
11.30%. The growth of operating profitability is particu-
larly significant considering the fact that in the tourism
sector, in early 2017, the tax rate of value added tax (VAT)
changed, which for hospitality services rose from 13% to
25%, which further affected the operating profitability, but
also the overall competitiveness of its offer, primarily at
the international level.

Further contribution to strengthening of the company's
capital and market position was achieved by taking the
decisions by the Shareholders’ Assembly on an increase
in the share capital and the decision on share split by
splitting the bearer ordinary share of the company, with
no par value into eight new bearer ordinary shares with no
par value. Our shareholders were also paid a dividend in



the amount of HRK 20.00 per share, which is one of the
company’s long-term goals regarding our shareholders.
Besides, we have continued with a responsible and sus-
tainable investment policy where we made the investment
cycle of 24.6 million HRK in raising and improving the
quality and standards of our existing services and content,
development and designing new offer. We particularly em-
phasize the completion of the second phase of modern-
ization of Marine Kornati especially in the service of vessel
acccommodation, then the improvement and increase of
accommodation and hospitality capacities in the hotel and
camping sector, the development of the offer in the desti-
nation management company, the promotion of sports and
recreational and hospitality facilities and offers.

As the first Croatian tourism company, the winner of the
corporate social responsibility award, we continued with
active improvement and promotion of responsible and sus-
tainable business in 2017 through the operating results
achieved as a foundation of social responsibility towards
the employees, the community and the environment.

A special emphasis has been placed on the community
development by promoting the destination offer, i.e. the de-
velopment of a responsible and sustainable tourism prod-
uct with an aim to successfully extend the high season not
only at the company level, but also at the level of destina-
tions where we do business. In 2017, 491 special events
were held in our facilities, involving 66,023 persons, or-
ganized through the system of destination management
company/ DMC llirija Travel mainly in the pre- and post
season, which increased by 26.55% compared to the
number of events in the previous year, which accounted
for 40.85% in the number of persons. In addition, we have
initiated, organized and/or provided support through the

corporate philanthropy system to organizing numerous
events that contribute to the quality of the destination
offer and the development of its tourist product.

In relation to employees, we are pursuing an active policy
of continuous improvement of their material rights ac-
cording to which the average gross salary was realized in
the amount of HRK 7598.00 and is higher by 13.66%,
while the total gross salary cost increased by 16%. We
pay special attention to the employment of the local pop-
ulation, primarily from Biograd na Moru and surround-
ing towns, municipalities and places, to their education
through the Academy of Business Excellence - ILIRIJA
EDUKA and additional educational programs, that we
spent a total 10,968 hours on them or an average of
32 hours per employee where the costs are fully borne
by the company, and we consequently increase employ-
ment through the development of year-round business
operations.

We pay special attention to encouraging diversity among
our employees at all levels of management and there-
fore we are proud of the fact that the top management
is composed of women accounting for 67% of employ-
ees, while as at 31/12/2017 at company level women
account for 49% of employees. llirija is among the first
signatories of the Diversity Charter Croatia, and we are
one of its five ambassadors in the Republic of Croatia,
which further obliges us to actively and responsibly im-
plement and promote the diversity policy as a wealth of
knowledge and experience.

Our desire is to use this report to present activities to all our
present and future stakeholders that we as a responsible
member of the community are doing in the field of corporate
social responsibility. | believe that, in the years to come, we
shall make equally an active, responsible and sustainable
contribution to the further development and growth of the
company, community and destinations where we operate,
and that we shall also make contribution to the development
of the Croatian tourism and economy and increase in the
employment by developing the year-round business.

Goran Raznjevi¢,
President of the Management Board of llirija d.d.
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Annual report on the corporate social responsibility for the year 2017

The annual report on the corporate social responsibility for the year 2017 includes the time period from O1st January to 31st December 2017
and partly relies on the Annual Business Report for the year 2017 publicized in the Croatian and English language, on the website of the com-
pany www.ilirijabiograd.com, Zagreb Stock Exchange and The Croatian Financial Services Supervisory Agency (HANFA) in April 2018.

This report has been prepared in accordance with the GRI Standards: Core option. At the same time, this is the third non-financial report of
llirija d.d. In April 2016, the Company published the first non-financial report Business model of corporate social responsibility from 2000 to
2015, showing the cross-section of the company's activities in the area of corporate social responsibility according to the CSR INDEX meth-
odology. The second non-financial report published under the title The Annual report on corporate social responsibility for 2016 was published
on 21 December 2017.

The report is verified by the Croatian Business Council for Sustainable Development (CR BCSD), an independent, non-profit organization in
the economic sector and llirija d.d. has been its member since 2013, and the report includes a written opinion of an independent commission
attached to the report.

The Annual Report on corporate social responsibility is published on the website of www.ilirijabiograd.com, the website of the Zagreb Stock
Exchange website, www.zse.hr and the Croatian Financial Services Supervisory Agency, www.hanfa.hr, and all interested parties can obtain
it on request in an electronic format.

Please send your comments and suggestions for any improvement to the email address: jasminak@ilirijabiograd.com.
Contact person: Jasmina Kula$ Stojanov, Expert Team Coordinator
Tina Ujevica 7, 23 210 Biograd na Moru
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I About llirija



1 Basic details

Name: llirija dionicko drustvo za ugostiteljstvo i turizam /public limited company for hospitality and tourism

Location of the registered office of the organization: Tina Ujevica 7, Biograd na Moruy,

The Republic of Croatia

Phone: +385 23/383 165

Fax: +385 23/384 564

Web: www.ilirijabiograd.com

OIB Company ident. Tax No. 05951496767
Company Reg. number: 3311953

IBAN: HR5824020061100097324

Swift: ESBCHR 22

Share capital amount: 229,146,480.00

Total number of shares: 2,413,488, with no par value
Management Board: Goran Raznjevi¢, President

Supervisory Board: Goran Medi¢, President



2 llirija in figures

llirija is a tourism company that has been operating on the Croatian tourism market for 61 years whose facilities are
located in the following destinations: Biograd na Moru, Zadar, Sv. Filip i Jakov and Polaca.

It presents its business through the following 5 segments of the offer:

Hotels (4 hotels) — 907 beds, 443 rooms
Nautics — 805 berths, 2,000 persons,
Camping - 1,130 pitches, 3,390 persons,

Destination management company/DMC llirija Travel — complementary and integrated product that

allows the year-round business through which some 491 special events for over 66,023 guests were organized
in the year 2017,

Real-estate segment — Commercial-shopping center City Galleria in Zadar is one of the two largest shopping
centers in the Zadar region with the total gross area over 28.500m?.

Over 6,000 guests stay in the facilities of llirija in the very high season. :“

It is a major employer in the region of the Biograd Riviera that employs 227 employees, over 444 employees in high
season, while around 1,000 persons have a job secured in our facilities based on the business cooperation.

It received the award for the corporate social responsibility CSR INDEX for 2 times for the years 2011 and 2012,
and at the same time it is the first tourism company in the Republic of Croatia that has been awarded the recogni-
tion for the corporate social responsibility.
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Business accomplishments in the year 2017 are the best since the foundation of the company

Total revenues

HRK 150,476,677.41

Operating revenues

HRK 149,515,5645.23

+16.63% +17.18%

T

Profit
HRK 34,402,224.34

EBITDA
HRK 50,113,710.90

Value of assets Dividend paid

+21.86%
HRK 426,417926.08 HRK 6,016,5640.00
Average share price +1863% Overnight stays
HRK 1,363.39 595,895

Number of employees
(31/12)

227

Number of employees in
the high season (31/08) +6.01%

415

+5.09%







3 Chronological overview of the historic development of llirija

Year 1957

llirija d.d. was established in Bi-
ograd na Moru, where it operates
today, although the beginnings
of the company date back to
1934 when the first hotel called
ILIRIJA was built. These are also
the first beginnings of organized
tourism not only in Biograd but
also in Biograd Riviera, by which
the Company becomes the pio-
neer and the leader of all tourism
activities of this destination.

Years 1969 - 1972

The construction of new hotel
facilities (Hotel Kornati**** and
Hotel Adriatic ***), the overall re-
construction and construction of
the hotel llirja***** and building
an annex to the hotel Villa Donat
=/ > in Sv. Filip i Jakov.

Year 1976

The beginning of construction of
the first nautical tourism port in
Croatia, Hotel port llirija-Kornati,
located in Biograd na Moru, with
a total of 100 berths and the ac-
quisition of the first charter fleet of
40 vessels, by which the Company
becomes a pioneer of the nautical
tourism development.

VCETmEL]

Extended nautical capacities by
constructing the nautical tourism
Port Marina Kornati, located in Bi-
ograd na Moru, with total port area
(aquatorium) of 131.600 m? with a
total capacity of 705 berths on
land and sea.

Year 1988

Construction of the Aquatic
Center as a swimming, beach and
sports, entertainment and hospi-
tality facility with bleachers with
the capacity of 4,000 seats and
a terrace of 1.000 m2, whereby it
represents the center for hold-
ing almost all sports, entertaining
and dance events in the destina-
tion. Construction of the Tennis
center, on the area of 48.000 m?,
with 20 tennis courts (14 clay and
6 color set tennis courts).



Year 1991

By merger of the campsite “So-
line’, located in Biograd na Moru,
later renamed into the camp-
site “Park Soline”, by which the
Company also included camping
in its operations as the third seg-
ment of its tourism offer.

Year 1999

llirija d.d. was privatized and is in
major ownership of Arsenal Hold-
ings d.o.o. from Zadar. The Biograd
Boat Show was launched, original-
ly organized as spring Open Days,
which has been organized as
the first autumn boat show in
Croatia since the year 2004.

Year 2003

The Company’s shares were listed
on the Zagreb Stock Exchange in
the quotation of public joint stock
companies.

Year 1989

Construction of an annex to
the hotel Kornati**** and ad-
ministra tive building of the
Company.

Years 1991 -1992

Completion of the remaining part
of the port areg, i.e. the capacities
of the Port of Nautical Tourism
Marina Kornati, by building docks
in the southern and western aqua-
torium.
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Year 1993

The Croatian Privatization Fund
makes a decision on the tranfor-
mation of HTP llirija into a joint
stock company.

From 1999 - 2016

The period of an intensive invest-
ment cycle in the construction,
reconstruction, extension, building
an annex, renovation and adapta-
tion of the accommodation capac-
ities and company facilities and
the development of new products
with the aim of creating a quali-
ty, recognizable and competitive
tourism product as well as raising
the quality of the offer of the desti-
nation itself. As at 31st December
2017 the Company invested the
amount of HRK 475,579,754.03
which resulted in a significant
growth in total revenues and new-
ly created value in the aforemen-
tioned period in the amount of
HRK 714,101,409.22.

Year 2002

The National Audit Office carried
out the audit of transformation
and privatization of llirija d.d. and
issued an unqualified opinion on
the transformation and privatiza-
tion in full, with an emphasis that
the process was carried out in ac-
cordance with the legislation and
that no irregularities were deter-
mined.



Year 2014

The event yacht “Nada”, a floating
convention center with multifunc-
tional purposes 36m in length and
with a capacity to accommodate
180 persons.

As a part of the Company’s busi-
ness system, the first Croatian
diffuse hotel Raznjevi¢a dvori AD
1307 was opened in the place Po-
laca.

Year 2015

Villa Primorje****, built in the sec-
ond half of the 19th century, re-
stored and luxuriously decorated
and equipped in line with the lat-
est standards for facilities of such
a kind and category.

Recapitalization of the company
by Allianz ZB d.o.0, the compul-
sory pension fund management
company, with headquarters in
Zagreb, which has acquired 10%
equity share in the ownership.

Years 2015 - 2017

The investment cycle in Marina
Kornati has been mainly com-
pleted by improving the quality of
the accommodation of vessels by
modernizing nearly seventy per-
cent of the superstructure and the
substructure of the marina or piers,
allowing thus the accommodation
for a larger category of vessels,
better exploitation of the marina
aquatorium, further enrichment and
modernization of the offer by imple-
menting the best existing technical
solutions which contributes to fur-
ther strengthening of the market
position of Marina Kornati among
the three leading ports of nautical
tourism at the Adriatic Sea.

Year 2005

As part of the business system of
llirija d.d, the multimedia center
Arsenal in Zadar, builtin the 17th
century, following the completion
of the revitalization and renewal
according to the concept of ‘“in-
door town square,” began conduct-
ing business activities.

Year 2009

Listing of the shares in the Reg-
ular Market of the Zagreb Stock
Exchange.

Year 2015

The company's shares are trans-
ferred to Official market of the
Zagreb Stock Exchange which
contributed to even greater trans-
parency and openness of the com-
pany to all of its stakeholders, par-
ticularly investors, both domestic
and international capital market.

Year 2016

The second recapitalization was
successfully completed by increas-
ing the share capital in contribu-
tions in cash and by issuing New
ordinary shares of the company by
public offering. The main purpose
of the recapitalization was to raise
the funds for the acquisition of the
Commercial-shopping center City
Galleria in Zadar. Buying (acquisi-
tion) of the Commercial-shopping
center City Galleria property in
Zadar, the company with a wide
range of economic activities was
established.



4 Values, principles, standards and norms of behavior

As a corporate and public limited company, all business
information is public and transparent and accessible at all
times to all government, financial and other institutions,
associations, partners and citizens.

The Company adheres to the recommendations of the
Corporate Governance Code, which was adopted by the
Zagreb Stock Exchange and the Croatian Financial Ser-
vices Supervisory Agency as a form of transparent and
good governance of public joint stock companies. llirija
makes its statement on Corporate Governance Code in
the Annual Questionnaire of the Corporate Governance
Code published on the website of the company www.il-
irijabiograd.com and submits it to the Zagreb Stock Ex-
change, The Croatian Financial Services Supervisory
Agency and the Official Register of Prescribed Informa-
tion. Minor deviations from applying individual recommen-

Fundamental values:

dations from the Corporate Governance Code, with the
indication of the explanation thereof are listed in the An-
nual Questionnaire.

The Company also applies the Code of Ethics in the oper-
ation of the Croatian Chamber of Commerce by acting in
its business in compliance with the principles of account-
ability, ethics, transparency and adherence to good busi-
ness practices towards all stakeholders in the business
process of the Company.

Corporate Strategy of llirija d.d. finds its foundation in
the underlying principles of corporate social responsibil-
ity, which are an integral part of the company’s corporate
values, built into the long-term business practice and pro-
cesses toward its stakeholders.

Respect and integrity — equal treatment of all of our stakeholders is the fundamental value of our company’s business.

Quality — a top-quality product, professional service and individual approach to clients are the basis of the relation to the
guest which is at the heart of the company’s service.

Innovation - to be the initiator and creator of new products and services, contributing to the future development of
company, destination and Croatian tourism.

Sustainability and responsibility — in business, investment, relationship with its employees, business partners, clients
(guests), local, regional and regional community, shareholders and day-to-day operations by integrating the economic,
social aspects and environmental protection aspects into decision-making processes and corporate strategy of
the company. Harmonization of these aspects is the foundation of success and sustainable development of the company.

Transparency - in business and communication with all stakeholders of the company while complying with the principles
of timely and accurate information provision as a prerequisite for further strengthening the company’s market position and
its further growth.

17



5 Company’s vision and mission

The visions is to permanently secure position among the 3 leading tourism companies in the region of the
North Dalmatia and among the 15 leading tourism companies in the Republic of Croatia in the key seg-
ments of the Croatian tourism offer (hotel industry, nautics and camping), be and stay the leader of the tourism and
economic development of our region and destinations such as Biograd na Moru, Zadar and Sv. Filip i Jakov thereby
developing the whole year’s business by offering the complementary and selective forms of tourism offer in the
destinations where we conduct business.

According to the foregoing, the mission is: increasing the assets and achieving the financial results of the
business operations, which will ensure long-term business and financial stability, establish an optimal level of quality
and competitiveness in business at the level of the overall Croatian tourist offer, with continuous investment in
human resources and ensuring optimal employment level, ensuring and complying with sustainable
development principle which is manifested in recognizing and satisfying the needs of tourists, protecting and re-
storing natural and cultural heritage and preserving the environment, i.e. creating a responsible and sustainable
tourism offer.

6 External initiatives and membership in aassociations

The company is a member of 13 business and professional associations through which in active participation expresses
the interests of the tourism industry, especially in the segment of regulations that significantly influence the development
of tourist offer and the development of tourism as an industry including the Act on Tourism and other Building Land not
valued in the process of transformation and privatization, Maritime Domain Act, Physical Planning Act, Concession Act,
etc, that are of great importance for the tourist industry in the Republic of Croatia, its further sustainable and long-term
development and the development of competitive and recognizable tourist offer. llirija d.d. also performs a large portion of
activities directed at creating public policies by making direct comments and suggestions to the relevant public authorities
and makes significant efforts to promote corporate social responsibility and sustainable development in the tourism
sector.
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4 business associations

&
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10 industry assocoations

3 codes and charter

llirija is a member of the following domestic and international business and industry associations:

Business associations:
= Croatian Chamber of Commerce (CHC)
* Croatian Employers’ Association (CEA)

= Croatian Business Council for Sustainable Development
(CRBCSD)

= Croatian Managers' and Enterpreners’ Association
(CMA - CROMA)

The President of the Management Board of llirija
in the person of Mr. Goran Raznjevié¢ is a member
of the following bodies of business and industry
associations:

= Assembly of the Croatian Chamber of Commerce

= Tourist Council of the Tourist Board of the Zadar County

= Member of the Steering Council of the Croatian
Business Council for Sustainable Development

Industry associations:

= Association of Employers in Croatian
Hospitality (UPUHH)

* Croatian Camping Association (KUH)

= Top Cmping Pool

= Croatian Association of Travel Agents
(UHPA)

= Croatian Association of Independent
Travel Agents (UNHPA)

= Croatian association for professionals in
congress tourism

= Tourist boards at regional and local level

= International Federation of Boat Show
Organisers (IFSBO)

= Association Lijepa nasa

= Diversity Charter Croatia

Charters, codes, and initiatives applied by the Company:
= Corporate governance code of the Croatian Financial Services Supervisory Agency and Zagreb Stock Exchange

* Code of Ethics in the business of the Croatian Chamber of Commerce Exchange
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7 Overview of portfolios, products and services

The portfolio of the Company comprises the key segments of the Adriatic Mediterranean tourist offer, that is: ho-
tel sector (hotels: llirija****, Kornati****, Adriatic*** and Villa Donat****/***), nautics (Marina Kornati i Hotel port
llirija-Kornati), camping (campsite ,Park Soline*****), destination management company/DMC llirija Travel
(Arsenal, diffuse hotel Raznjevic¢a dvori AD 1307, event ship ,Nada®, Vila Primorje) and real-estate segment (Com-
mercial-shopping center City Galleria in Zadar). Hospitality facilities with the offer and service of food and beverages
(restaurant “Marina Kornati”, restaurant “ “Park Soline”, Aquatic center, Lavender lounge bar and Beach bar ,Donat)
and sports and recreational center ,, Tennis center llirija“ are the integral part of the offer.

Its business is based on providing services by using its capacities (hotel industry, nautical, camping) at the same time
providing additional facilities and services, thus creating a high-quality integrated and complementary tourism product
in the domestic and international tourism market, introduced under the brand llirija Travel.

20
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4 hotels

L

Two destinations
Biograd na Moru and Sv. Filip i Jakov

2o
(nf

443 rooms

=

907 beds

Hotel sector

The hotel sector of the company is grouped under the brand name ILIRIJA RESORT which consists of four hotels with
a total capacity of 907 beds and 443 rooms:

Hotel llirija the largest hotel in llirija Resort classified as a four-star hotel, with a capacity of 165 rooms and 337 beds,
and includes a restaurant with 200 seats, a terrace with 70 and aperitif bar with 50 seats. It is located along the coast,
close to the old town, surrounded by magnificent nature, sea and pinewood, as well as many amenities.

Hotel Kornati classified as a four star hotel, with the capacity of 106 rooms and 216 beds, a restaurant with the
capacity for 220 persons, a terrace for 50 persons and a bar for 40 persons, by its design and atmosphere is linked to
and associated with the most beautiful Croatian national park — Kornati. Hotel Kornati is unique also due to the con-
nection with Nautical Tourism port Hotel port llirija - Kornati, which is located in the very center of Biograd and there
is a beach next to the hotel.

Hotel Adriatic classified as a three-star hotel, with the capacity of 100 rooms and 210 beds, with a restaurant with
the capacity for 230 persons, a terrace for 300 persons and a bar with the capacity for 110 persons. It is located in a
pine forest, almost on the beach, and there is Aquatic Center next to it, which is ideal for family fun and for a range of
attractive summer sea activities.

Hotel Villa Donat is located in Sv. Filip i Jakov and consists of Villa with 16 superb and modern rooms, classified as
a four star hotel, and the annex which is classified as a three star hotel. The total capacity is 72 rooms and 144 beds, a
restaurant with 120 seats, a terrace for 50 persons, aperitif bar for 20 persons and sine 2017 outdoor swimming pool.
The hotel is located near the main beach and the town center which reminds of the rich history of this region.
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£

Croatian nautical tourism
pioneers

b

One of
top 3 Croatian marinas

PN

805 berths

&

More than 60,000
sailors on annual basis

Nautics

lirija takes pride in the construction of the first nautical marina in Croatia (Hotel port Kornati) with 100 berths
and the procurement and organization of the first own charter fleet in the Adriatic sea with more than 40 vessels for
the needs of sailors, therefore we have the right to find ourselves a pioneer of nautical tourism in the Croatian part of
the Adriatic sea.

Today, the nautical sector of the Company consists of Marina Kornati and Hotel port llirija-Kornati, in which the Com-
pany has 805 berths on sea and land, which in one day can accept up to 2000 sailors, but by the number of berths,
modern technical equipment, quality of service, cleanliness and neatness (Blue Flag) the Marina Kornati is one of the
three leading Croatian marinas which is visited by more than 60,000 sailors on an annual basis.

Marina Kornati, total sea surface area (aquatorium) of 91,912 m? and land area of 39.688 m?, is certainly one of the
largest nautical ports in the Zadar County and the only true entity that launched the development of nautical tourism
in the Biograd riviera. Marina Kornati Aquatorium consists of: (I) Central aquatorium with 365 berths in the sea and 70
on land, (Il) Western aquatorium with 190 berths in the sea and (lll) Southern aquatorium with 80 berths in the sea.

In addition to its own service repair area, maintenance of vessels and a dry berth with slipway and travel lift, the marina
has all-day sailor and guard service, a secured and guarded parking lot with 500 parking spaces as well as hospitality
facilities. There are about thirty external companies operating as part of the marina which in the form of business co-
operation provide the servicing, repair to sailors and supply the sailors with the necessary equipment.

Over 30 local and international regattas of all classes are organized and held in the aquatorium of Marina Kornati,
which are attended by over 30 fleets with up to 10,000 sailors from all over the world, so they deserve the name not
only of the nautical but also of the regatta center of Northern Dalmatia.

Hotel port llirija-Kornati, whose construction began thirty-nine years ago as the first port of nautical tourism, is
located in the very center of Biograd na Moru, in front of the Hotel Kornati and Hotel llirija. It has a total of 100 berths
for the acceptance of boats up to 8.50 m and extra contents within the hotel resort.
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Camping

Campsite “Park Soline”, classified as a four star campsite, also located in Biograd na Moru covers an area of 20.00
Ha, contains 1,130 accommodation units with a total capacity to accommodate up to 3,390 persons. Apart from the
fully equipped pitches (pitch standard mare and comfort), there are also pitches with the basic infrastructure (standard
pitches and campsite standard), and there are areas of mobile homes Shelbox - Tavolara, Premium, Comfort Plus,
Tavolara Plus and Comfort Family with an area of 32 m2.

Inside the camp, the guests have access to modernly equipped toilet facilities, washing machines and dryers, exchange
office, internet cafe, a supermarket and hospitality contents. A special attention is paid to the landscaping of the camp-
park up to the level of the arboretum, which is a unique example of horticultural landscaping of the campsite in Croatia
as the top tourist product that combines a high quality tourism supply with care for the environmental protection.

In addition to the enriched restaurant offer, newly built promenade that stretches along the entire camp and along
the beach leading to the Biograd town center, the campsite “Park Soline” is the right choice for a family vacation. In
addition to entertainment for children and evening entertainment, active holiday with attractive sports, you can relax
walking along the long walking trails and recreational routes in a healthy environment, and the camp is an excellent
choice for all nature lovers.

The options are unlimited for the guests that wish to spend an active holiday in the vicinity of the campsite: tennis
courts, table tennis, mini football, water skiing, diving, sailing, bicycle rental, jogging, roller-blading, beach volleyball,
bowling, hiking and organized excursions to attractive national parks and nature parks (NP Krka, NP Kornati, NP Pa-
klenica, NP Telag¢ica, PP Lake Vrana) or historic cities (Zadar, Sibenik, Split).
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llirija Travel

The destination management company represents an integrated and complementary tourism product created in re-
sponse to the needs of the modern tourism demand, conditioned by technological, social, market factors and trends of
ever more demanding markets. Among the most important backbones of the offering and implementation of these
special programs and products there is the business operation in own additional facilities such as:

Arsenal which is a heritage site, a multimedia center located in Zadar, built in the 17th century, which was ren-
ovated in 2005 as an indoor town square or as the center of public, cultural and entertainment life in the
region in which over 100 public and private events are organized on an annual level. Today, it is a place of combination
of history, modern design and urban culture of living. This unique product of the Mediterranean culture is revitalized
into the functional blend of cultural, hospitality and event offers, successfully nurturing the role of meeting people of
diverse interests, that started some hundreds of years ago.

Diffuse hotel Raznjevi¢a dvori AD 1307 a multi-functional facility, located in the settlement of Polaca named
after the municipality in this settlement, in the heart of Ravni Kotari, which lies halfway between Biograd na Moru and
Benkovac and is the first facility of such a category in the Republic of Croatia. The diffuse hotel consists
of six functionally linked stone houses and represents an indigenous country estate surrounded by olive groves and
vineyards. In six independently decorated apartments, authentic Dalmatian stone houses are transformed into a tavern
and restaurant, and guests can also enjoy the outdoor swimming pool, stone terraces, wine and oliv oil tasting. The
space is designed and equipped as a place for holding the meetings, incentives, seminars, team building, gala dinners
and banquets, which can take place in outdoor and covered areas of up to 200 people, or in enclosed spaces for a
minimum of six to a hundred persons. Since the guests are more and more seeking the experience of the location
where they are staying, in the estate in a traditional and ecological way is organized the production of wine and olive
oil that can also be tasted.

Villa Primorje was built in the second half of the 19th century and is a typical traditional Dalmatian stone noble-
man'’s house with the outbuilding building. Newly renovated, luxuriously decorated and equipped in line with
the latest standards for facilities of its kind and category, it has its own restaurant that offers the possibility of organiz-
ing a number of events and the Mediterranean garden with a promenade and outdoor swimming pool.

Event ship Nada a multifunctional yacht, sized 35m and a capacity to accommodate 180 persons, with a complete
restaurant, kitchen and bar which provides an excellent hospitality service during the voyage. Conferences, seminars,
special events, unique business meetings, gala receptions and banquets, unique weddings, exclusive day and night
cruises, incentive events are all contents provided by the Event ship Nada which adapts to the requirements of an
individual customer.
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Real-estate segment — Commercial-shopping center City Galleria

Commercial- shopping center City Galleria located near the old town center of Zadar, is one of the two larg-
est shopping centers in the city and the wider Zadar region, completed and opened to the public in October
2008 with a total gross surface of more than 28,500 m? spread over a total of six floors (two garage and four sale
areas). The gross area of the center consists of the underground garage with a total area of 10,972 m?, followed by
9,6566.30 m?of net lettable surface area, with the remaining area of ancillary rooms and corridors.

The commercial offer of the Center consists of the following: an underground car garage with over 400 parking
spaces on two floors; outdoor and indoor market; supermarket; specialized food and beverage shops; fashion clothing,
footwear and sportswear shops; children’s shops; cafes; wellness and beauty services; and a multiplex movie theater
with 6 screens.

The added value and distinctiveness of the center lies in the open city marketplace, located on the outdoor covered
market square, the indoor market and fish market, whereby the Commercial-shopping center City Galleria has estab-
lished itself as a place where visitors can meet most of their daily needs and as such represents a departure from the
contents of traditional shopping centers.

The unique features of the Commercial-shopping center City Galleria have also been recognized at the international
level when in 2010 at the award ceremony ‘International Property Awards', the most prestigious international compe-
tition in the real estate business, the Commercial-shopping center City Galleria Zadar received the prominent five-star
award in the category of “Best Retail Development®.
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Hospitality

Restaurant “Marina Kornati”, located in Marina Kornati, has the capacity for over 350 persons, which together
with the recently refurbished Captain’s Club having the capacity to accommodate 70 persons, together are having the
capacity for 420 persons meeting thus the requirements of sailors for holding various and numerous events in Marina
Kornati. Besides hospitality services, Captain’s Club also provides services for a number of presentations on nautical
products, and is an ideal venue for holding small conferences and events. In 2017 a total of 66 events were held in the
“Marina Kornati” restaurant which were attended by over 11,480 persons.

Restaurant “Park Soline” is located in campsite “Park Soline™***, close to the sea, ten minutes walk from the
center of Biograd na Moru with an offer of food based on Mediterranean cuisine. The restaurant with a capacity to
accommodate 280 people offers the possibility of organizing various events - family celebrations, banquets and re-
ceptions as well as meetings. The restaurant includes a Dalmatian tavern with a fireplace, coffee bar and taps of wine
decorated as a wine cellar, which offers the possibility of buying and tasting top quality red and white wines produced
from the native Croatian species.

“Lavender” louge bar, located inside of Hotel Adriatic, next to the beach, known for its Mediterranean design, fully
designed for people to relax, with a beautiful view of the PaSman Channel, a place that offers the possibility of organiz-
ing a number of events of different character (MICE, weddings, banquets, cocktail bed bar, night club, etc).

Beach Bar “Donat” is located in the building-magazine located in a protected cultural and historical complex of the
Sv. Filip i Jakov settlement, which is also entered in the Register of Croatian cultural monuments of the Republic of
Croatia. Today it is classified as a beach hospitality facility or beach bar/cocktail bar with a capacity to accommodate
140 persons.
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Congress capacities

Overview of congress capacities

Congress capacities of the compa- THEATRE CLASSROOM U-SHAPE CONFERENCE BANQUET COCKTAIL
ny are intended for the clients who re-

. Maximum
quire much more than the event space

capacity

Facility Room name

itself, that seek an authentic ambience
that simultaneously reflects the history,
culture and tradition of the town, des-
tination and region, and offers a com-
plete service of the event organization
(logistics, technical, hospitality service,
etc.) for 2,492 persons. They are dis-
tributed throughout all sectors of the
company starting from the congress
capacities of llirija Resort, the Captain
Club in Marina Kornati, and for clients
who want a special and unforgettable
experience we offer the organization
of MICE. events at the event ship
“Nada” , or the first Croatian diffuse
hotel Raznjevi¢a dvori AD 1307. or the
historic ambience of Arsenal, a heri-
tage monument built in the 17th centu-
ry at the time of the Venetian Republic
when it was used as a military storage,
located in the heart of the old Zadar
city center.

All the halls are equipped with modern
audio-visual equipment for holding the
presentations, seminars and confer-
ences, with the continuous support
of our expert team with the complete
hospitality service.

HOTEL ILIRIJA

RESTAURANT 300

ILIRIJA 100

HOTEL KORNATI RESTAURANT 220

KORNATI 30

HOTEL ADRIATIC ADRIATIC 1 230

ADRIATIC 2 60

ADRIATIC 3 30

ADRIATIC 4 20

ADRIATIC 5 60

LAVENDER 90

AGRITOURISM CONFERENCE 0
ILIRIJA ROOM

TAVERN A 20

TAVERN B 14

TAVERN C 18

ARSENAL ZADAR 1000
EVENT SHIP DECK 1

"NADA" 150
DECK 2

KMOARR'\"%I CAPTAIN'S CLUB 100
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Sports, entertaining and hospitality facility
with a capacity for 4,000 persons

20 tennis courts

The largest international boat
show in the Republic of Croatia
and in South East Europe

BBS

in numbers

320 exhibitors

300 vessels

15,000 visitors

2,000 business visits

Sports-recreational and entertaining contents

Aquatic center - built as a sports, entertainment and hospitality facility with an outdoor Olympic swimming pool,
located on the main city beach, crowned by the Blue Flag. It has 4,000 bleachers and a terrace of an area of
1,000 m? and is the center of almost all sports, entertainment and music events in the destination. It is
equipped with hospitality facilities, cafe bar and fast food restaurant with a capacity for 350 persons and as such offers
the possibility of organizing numerous events of the public and private character and is an ideal place for organizing
team buildings, weddings, banquet, M.I.C.E. events etc.

Tennis center llirija, located in a pinewood Soline near the old city center, covers an area of 48.000 m?, consists of
20 tennis courts and multipurpose courts (14 clay and 6 color set tennis courts) with night lighting, restaurant and
changing rooms as well as accompanied facilities.

Events

Biograd Boat Show - the largest international autumn boat show in the Republic of Croatia and the largest boat
show in South East Europe, among the shows which take place on the water brings together all the key represen-
tatives of the nautical industry and tourism. At its beginning in 1999, the boat show was organized as spring Open
Days mainly for companies operating within the Marina, as the first such event in North Dalmatia, which since 2004
has been organized as the autumn nautical manifestation Biograd Boat Show, and contributed to the improvement of
nautical offer and the extension of the tourist season.

Biograd Boat Show was admitted to the International Federation of Boat Show Organisers-IFBSO at the 50th meeting
of the Federation that took place in Istanbul, Turkey, in June 2014, and in 2015 it became its gold member.

In 2017 the show which celebrated eighteen years of its existence, was attended by over 320 registered exhibitors
that participated with 300 vessels, while the number of visitors surpassed the figure of 15,000 with over 2,000 realized
business visits.
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Capacities of the hotel sector - llirija Resort

_ 2015 2016 2017 Index 2016/2017 2015 2016 2017 Index 2016/2017
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Capacities of the camping sector — Campsite ,,Park Soline*
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283,069 realized overnight stays
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174,038 realized overnight stays
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DMC llirija Travel
491 events
66,023 person

8 Overview of the market, customers and suppliers

The market and the customers are judging by complexity
and diversity of offer divided into two categories:

= market and tourism sector customers (hotels,
nautics, camping and destination management
company /DMC llirija Travel), and

= market and customers of real-estate sector lessees.

In the tourist sector of the company considering the diver-
sity and complexity of services (hotel sector, nautics and
camping) especially regarding the development of an inte-
grated and complementary product through the system of
destination management company/DMC llirija Travel, which
resulted in the integration of a number of segments of tour-
ist offer and contents into one integrated product. Due to
the different requirements and customer demands in the
tourism sector, the market segmentation, the market and
sales strategies, sales channels and operational business
are diversified and require a specific approach to sales and
marketing. At the level of the company, continuous efforts
are made to maximally improve the standard of products,
services and amenities, and the quality of the offer, along
with its continuous enrichment based on market trends, in
order to increase the satisfaction of guests.

Others 16%

France 3%

Slovakia 3%

Hungary 4%

Poland 4%

Austria 6%

the Netherlands 6%
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Overview of ten leading
markets of the hotel
and camping sector
in the year 2017

In the year 2017, a total of 595,895 overnight stays were re-
alized in the llirija facilities, of which 138,788 overnight stays
were realized in the hotel sector, 174,038 overnight stays in
the nautical sector and 283,069 in the campsite. A special
step was made in the destination management company /
DMC llirija Travel through which 491 individual events were
organized with 66,023 persons.

In the nautical sector, overnight stays are not the corner-
stone of the business since, because since 2013, the guests
from EU member states are not registered according to
the Regulation on the requirements for arrival and stay of
foreign yachts and boats intended for sport and recreation
in internal waters and in the territorial sea (OG 97/2013),
except for charter guests who are registered exclusively by
charter companies in the crew lists.

The following countries represent the ten leading markets
of the hotel and camping sector by the share in the real-
ized overnight stays: () Slovenia, (II) the Czech Republic, (1)
Germany, (IV) Croatia, (V) the Netherlands, (VI) Austria, (VII)
Poland, (VII) Hungary, (IX) France and (X) Slovakia. Besides
the domination of European source markets at the level of
the hotel and camping sector, there are also guests from 97
countries from all continents that are represented.

Slovenia 20%

Germany 14%

Czech Republic 14%

Croatia 10%




Poland 4%

the Netherlands 6%

Germany 14%

Czech Republic 14%

Austria 6%

Slovakia 3%

France 3%

Hungary 4%

Others 16%
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The achieved business results with further market profiling and positioning of all
tourism sectors of the company start from:

Continuous development of new and improvement of the existing offer and content,
Good connection between the destinations (road, air, sea),

Preserved environment and natural beauties,

Vicinity of four national parks and nature parks,

abundance of cultural and natural heritage of the country and the destination,
Location of the facilities in the destination (on the beach, near the old town center),
fulfillment of international environmental standards,

development of a complementary and integrated product or destination management company/
DMC llirija Travel through which special programs and offers are developed with a special

emphasis on the pre and post season.
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Market segments of the hotel sector:

449%

Allotment

36%

Groups
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Individual
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6%

Fixed lease

Analysis of market and customers by sectors

Hotel sector:

llirija’s hotel sector presented under the brand llirija Resort has four hotels, with 443 accommodation units and a total
of 907 beds, located in the destinations of Biograd na Moru and Sv. Filip i Jakov.

A greater share of the allotment and groups is the result of a decision to focus on more stable and safer contracting of
a season. They are partly due to the strengthening of direct negotiation with the groups, i.e. the intensification of the
cooperation with the renowned agencies in the target markets, placing an emphasis on the shoulder season, including
the agencies on the markets of special interest that bring more intensive work in the months of shoulder season, or
year-round arrangements. They are also an expression of continuation of cooperation with prominent groups in the
congress and team building segment, groups related with local and international educational programs, sports tourism,
rural, agro, gastronomy and wine tours, and tours of natural and cultural sights. When organizing and hosting congress,
educational and team building gatherings, some thematic group visits and tours were made using the comparative
contents of llirija or DMC llirija Travel.

The largest share among the guests in 2017 was realized by domestic guests with a share of 15.4% in total overnight
stays, followed by the following markets: (II) Slovenia with a share of 13.1%, (IIl) Germany with a share of 12.6%, (IV)
Austria with a share of 9.2% and (V) Slovakia with a share of 7.4% of the share in the overnight stays, all recording a
slight rise, except for the slight fall from the Slovenian market. At the same time, growth was achieved in the following
markets: Belgium, the Netherlands, Sweden, the Czech Republic, the Great Britain, France, Denmark and South Korea
out of the non-European countries.

Hotels had an average occupancy of 42% (+6%) on a year-round basis, i.e. 63% based on open days, whereas con-
tinuous efforts are made in increasing the capacity utilization by maximizing the occupancy in the peak season and
by increasing the capacity occupancy in April, May, June and October which are the months of continuous growth in
occupancy, with a change made in other months towards the year-round business.

The hotel sector llirija participated in key fairs of the hotel industry, as well as participation in target markets with part-
ners such as: Croatian Tourist Board (HTZ), Zadar County Tourist Board, Zadar County and the city Biograd na Moru.
In addition to organizing the fairs, the key agencies and partners are regularly visited, and regarding the marketing ac-
tivities, the emphasis is placed on the on-line advertising, social networks and target Google Adwords campaigns, and
presentations through print media or on hosting renowned journalist and sales agents in cooperation with the tourist
boards and partners.
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Market segments of the nautical sector:

| Individually contracted

- vessels and owners-users using the berth contract

493 contracts concluded

Il Charter
- companies partners of
Marina Kornati that rent out the vessels

15 charter companies
289 vessels

Il Transit market
- the market of vessels that
sail into the marina for several days and longer

3,527 number of inbound vessels
12,144 overnight stay of vessels

Nautics:

After having constructed the first nautical marina in Croatia in 1976. today Hotel port llirija-Kornati with 100 berths and
after having established the first charter fleet at the Adriatic sea with over 40 vessels for the boaters’ requirements,
llirija became a pioneer of nautical tourism in the Croatian part of the Adriatic Sea.

Four decades after the construction of the first nautical port, the nautical sector has a total of 805 berths, 11 fully
infrastructurally equipped piers, in which way it distinguished itself as a renowned regatta center and the center of the
nautical industry and tourism by organizing the nautical event called Biograd Boat Show.

Today, the nautical sector of llirija, Marina Kornati and Hotel llirija-Kornati is located on the most indented part of the
Adriatic Coast at the gate of Kornati, with good traffic connections (near the highway, the Airport, International ferry
quay), with recognized tradition, quality of service, technical equipment, environmental standards fulfilled, a number of
awards and rewards, making it one of the three leading Croatian nautical ports.

The nautical tourism in llirija has become a year-round business owing to geographical and climatic features, pro-
nounced high level of guests’ loyalty and their comebacks for many years as well as longer stay of boat owners and
arrivals for several times during the year.

() Individually contracted market — is composed of the users/owners of the vessels that conclude an annual
or seasonal Contract on using the berth and in the year 2017 a total number of 423 contracts were concluded, of
which 33 seasonal contracts were concluded. Among the vessels, 31.65% are Croatian-flagged vessels, followed by
the Austrian-flagged vessels with a share of 32.41%, German-flagged vessels with a share of 15.07% and Slove-
nian-flagged vessels with a share of 5.2%.

(I1) Charter market - is composed of the charter companies renting out the vessels. In 2017, some 15 charter com-
panies with a total of 289 vessels operated in Marina Kornati, making Marina Kornati one of the leading charter bases
in Croatia with several monotype fleets (Bavaria/Elan). The vessels are under the Croatian flag, of which 53.63%
were vessels ranging from 12 m to 15m in length. 174,038 overnight stays were realized on charter vessels in 2017
or 67.74% of all charter overnight stays realized in Biograd na Moru or 25.99% of all charter overnight stays realized
in the Zadar County.

(I11) Transit market segment is divided into:

a) transit service market - refers to users with vessels sailing in or coming to the marina by land for the servicing of
vessels and other technical services provided by Marina Kornati or partners-service companies operating in the marina.
In 2017, Marina Kornati was visited by a total of 157 boats with a total of 2044 overnight stays realized and an average
stay of 13 days.
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b) the sports /regatta market — is composed of the vessels participating in various boat events (regattas, flotillas, etc.)
and usually sail in the marina as announced and are usually represented by an organizer or club/association. Apart
from the berth service, the participants usually use the services provided by the restaurant “Marina Kornati” or one of
the facilities or other services of the company. In 2017, a total of 391 vessels in transit sailed in the marina for the
purpose of sports recreation with an average stay of 1.36 day in the marina, and 45% were the vessels in the category
of length from 10-13 m. During that period, a total of 35 regatta events involving 720 vessels with 12,800 sailors were
held, and the most important regatta event was connected with the Kornati Cup, where about 700 sailors participated
in more 110 vessels and Business Cup with 300 sailors on 50 sailboats.

c) leisure and recreational market is composed of the users /owners coming to the marina announced or not an-
nounced. We divide them into the own vessel and charter vessel owners. Charter users usually sail in unannounced
for one day at the beginning or end of their stay, i.e. return to the nearby base marina.

According to the flag of the vessel, 52.8% of the transit market is composed of the vessels under the Croatian flag,
followed by 15.48% of vessels under the German flag, (8.20%) vessels under the Austrian flag and 9% of the vessels
under the Italian flag. According to the Foreigners Act (OG 74/13), the citizens of the EU countries need no longer
to be reported to the Ministry of Interior and consequently, we do not have any information on guests’ overnight stays,
except for non-European countries whose number is negligible.

Servicing

Marina Kornati provides its own servicing, out of which the services of lifting and lowering, washing and towing boats
are the most significant services. The largest number of technical operations took place in the period from May to
September, most often for vessels ranging from 12 m to 14 m in length. Due to the specificity of the nautics and a
wide range of services required by the market, there are some 50 companies —trades, charter and partner service
companies operating as part of its concession area, providing services that fully meet the needs of boaters and boating
entities both in the marina itself and outside of it.

Boat show and events

In 2017, the nineteenth Biograd Boat Show was held which was attended by 320 exhibitors with around 330 vessels
and over 15,000 visitors.

In the last few years, the Biograd Boat Show has had an intense business to business character that has been given
even higher relevance this year through the development of the platform called “Biograd B2B" aimed at strengthening
the business character of the boat show, stronger interaction among the business visitors and exhibitors, in particular
from the segment of shipbuilding and nautical tourism, or strengthening its business activities, where more than 380
legal entities are registered before the opening of the boat show.
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Market segments of the camping sector:

33%
Agencies
Individual

pitches

22%

Mobile
homes

N\
17%

Lump sum

The Biograd Boat Show was recognized by the leading professional and business associations and societies as the
central place for getting all segments of the Croatian boating industry and tourism together: (1) the port of nautical
tourism-marina, (I) charter, (Ill) ship operators, (IV) shipbuilders, (V) ship and nautical equipment manufacturers and
(VI) diving tourism. Therefore, the Biograd Boat Show has grown from the show into the congress of the Croatian
nautical industry and tourism, which at this nineteenth show was also formally confirmed through the organization of
the first Nautical Days organized by the Croatian Chamber of Commerce, with rich congress and professional program
from all segments of the nautical industry and tourism.

By stimulating and sponsoring the nautical events, Marina Kornati has become the marina with the largest number of
nautical events - regattas, where a total of 35 of them were held in 2017, involving 720 vessels with 12,800 sailors
that participated in them.

Camping:

The camping sector of llirija is the campsite "Park Soline” ****, which in 2017 also recorded an increase in operating
results.

(I) Agencies, i.e. guests, book accommodation via agencies that has a fixed number of pitches leased, and places their
mobile homes or glamping tents on them. This segment makes up for 33% of the total number of overnight stays in
the total number of overnight stays, and it is a very important segment in the business operations of the campsite.

(1) Individual pitches refer to guests who come with their own camper, caravan or tent, and are accommodated on
100m? big developed pitches, equipped with electricity, water, drainage and Internet. It is the second market segment
with a share of 28% in total overnight stays which is dominated by guests from Germany, Slovenia, the Netherlands,
Austria and Poland.

(I1) Mobile homes as a market segment include mobile homes owned by llirija. This segment records a continuous
growth every year, accounting for a significant 22% of overnight stays in the total share. The guests from Slovenia,
Germany, the Netherlands, Poland and Croatia make up for the largest share of the overnight stays in this segment.

(IV) Lump sum in the campsite includes a part of the guests that install a mobile home or a caravan for the whole sea-
son. This segment includes 17% of the total overnight stays in the campsite, where the largest share of the overnight
stays relates to the guests from Slovenia, Croatia and a smaller part of the guests from Germany.

In the year 2017, the most important five source markets at the level of all market segments are: (1) Slovenia, (II) the
Czech Republic, (1) Germany, (IV) the Netherlands and (V) Croatia.

The Slovenian market is one of the most important markets for the llirija Camping Sector with the largest share in
the total number of overnight stays especially in the market segment of the lump sum and with a significant share in
other market segments, which is a result of the total repositioning of the camping offer, particularly regarding raising
the quality and standard of accommodation units and its total infrastructure, marketing and sales activities with word
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of mouth marketing by permanent guests, that are most represented in this merket segment of the lump sum, and in
addition to the Google Adwords campaign, the marketing activities were carried out through the camping magazines
and guides “Avto Dom Magazine” and “Kamping i karavaning vodnik’.

Judging by the share in overnight stays, the second guests come from the Czech Republic, of which the most signif-
icant part was realized in the segment of agency guests. The commitment to this market resulted in a growth in the
number of overnight stays in mobile homes by 21.29% and at the level of the whole campsite by 14.97% in total.

The German and Dutch markets have a special significance in the strategic determination focussed on strengthen-
ing the market of mobile homes and individual pitches. The Germans are leading in the number of overnight stays
on individual pitches and are the second leading guests in overnight stays in mobile homes, while the Dutch source
market takes the third place in the both segments according to the share in the realized overnight stays. The sales
and marketing activities are directed at a combination of the most important trade fairs (Germany: Stuttgart, Munich,
Essen; while in Netherlands - Utrecht and Leuwarden), the most important printed media (ADAC and DCC Camping
and Caravanning Guide, that is, ANWB and ACSI in the Netherlands), and online advertising (website, Google Adwords
campaign). The cooperation with the agencies for booking mobile homes was achieved, whereas putting up tents was
arranged with the Dutch agency Vacansoleil.

The Croatian market in the camping segment in general, and thus at the “Park Soline” campsite was largely resting
on lump sum guests and now records a rise by 31.26%, whereas the growth was also recorded in the segment of
mobile homes. For the purpose of the foregoing, we are present through the promotional activities within the Croatian
Camping Association and the Top Camping Association, and through printed media such as “Enjoy Croatia”, through
the on-line Google Adwords campaign, and additionally through social networks.
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DMC llirija Travel:

llirija Travel as a destination management company (agency) where a high quality, integrated and complementary tour-
ism product was created by developing new services and contents as a response to the needs of the modern tourist
demand. The offer and contents of llirija Travel are conducted in its own capacities:

| event ship “Nada”

I Arsenal,

[l Raznjevi¢a dvori AD 1307, and
IV Villa Primorje.

kLA

> Considering the fact that apart from its own offer in its own facilities, llirija Travel also represents an added value based

on the fundamental tourism offer by making it a complementary and integrated tourism offer with a special emphasis
on business activities in the pre and post season. llirija Travel offers to its guests extra value by facilitating or enriching
their stay, while additional activities also provide additional company revenues. In 2017, the increase in turnover and
revenues of llirija Travel amounted to 32%.

The offer is made to the guests individually and in groups: before arriving at the destination and at the destination
itself. The agency is particularly focused together with the marketing and sales of each of llirija’s components (hotel
industry, camping, nautics) on selling or offering service packages starting from organizing transfers to special tailor
made programs - excursions, cruises, gala dinners and parties. A great portion of services provided by llirija Travel are
used by domestic and foreign agencies for the guests who do not stay in llirija’s facilities and there is also a significant
share of corporate guests.
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We divide the buyers or lessees into:

o

| Local lessees

- local trade companies

- small retailers of local products
- craftsmen

-OPG's

oooa
oooa

Il National lessees
- commercial

- hospitality

- sports

- entertainment

- other services

T
e

Il International lessees
- 50.27% of the total net rent area
- market leaders in their business activities

Real-estate sector:

Real-estate sector includes the Commercial-shopping center City Galleria in Zadar, one of the two largest shopping
centers in the wider Zadar region. The operational results of City Galleria, occupancy of business premises, and the in-
terest of potential lessees in business cooperation is continuously marking an increase. Commercial occupancy of the
center as at 31/12/2017 was 100% of all capacities with 35 active lease agreements with lesssees whose business
activities range from smaller traders to international market leaders in their core activities.

We divide the buyers or lessees into: We generate revenues by performing the following activities:

| Local, | Lease of business premises
[l National, and I’ Common costs

[Il International lessees [Il Lease of common areas

IV Parking spaces in the garage

V' Other operating revenues

() Local lessees - considering the central location of City Galleria in the destination, we take pride in our cooper-
ation with local trade companies, small retailers of local products and craftsmen, operating within our outdoor and
indoor market. On a daily basis, city company Trznica Zadar d.o.o. operates during the morning hours on over 800m2
of outdoor covered market area, where loyal sellers offer seasonal fresh fruit and vegetables, flowers, honey, natural
products and other indigenous products. The offer of the indoor market is dominated by smaller local merchants and
OPGs (Family agricultural farms), attracting a large number of local citizens and foreign visitors alike, which can, due
to the supply of fresh local food, satisfy most of their daily needs, and the center as such represents a departure from
the contents of traditional shopping malls.

(I1) National lessees operating in City Galleria offer different types of products and services, among which lessees
we can emphasize the likes of regional chain of sportswear and footwear stores Sport&Moda d.o.0.; famous domestic
retail chain of men'’s clothing Galileo with stores operating not only in Croatia, but also in Slovenia, Serbia and Slovakia;
retailer ShoeBeDo whose concept of sports lifestyle offer operates in the center in a ShoeBeDo mini format; followed
with the largest chain of optics stores Ghetaldus Optika d.d., operating in more than 90 outlets in the Republic of
Croatia, with the Ghetaldus Polyclinic which specializes in ophthalmology services and also operates in the center. We
can also highlight the domestic chain of household textiles, Posteljina.hr, which operates in more than 20 sales outlets
throughout Croatia; a chain of specialized Farmacia stores spread all over Croatia at a total of 85 locations; in the area
of hospitality offer, we can emphasize the Leggiero bar, a local renowned national hospitality chain present in more
than 10 cities throughout Croatia, whose concept and name was conceived in 2008 when the first Leggiero Bar was
opened right in City Galleria; the lessee Gyms4You - a famous local chain of fitness clubs established according to the
European concept of availability 7 days a week, O to 24 hours, giving all members the opportunity to exercise at any
time of day or night; and many other lesees as well.
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(111) Among international lessees, whose total net leased space amounts to 50.27% of the total net rent area of
the center, we can mention international brands that represent market leaders in their business activities such as
Muller stores, recognized as one of the largest European chain of drug stores, perfumery department, paper and toy
department and multimedia department; then the SPAR supermarket chain, which is part of the international family of
independent retailer stores with a network of stores in the territory of the Republic of Croatia of 84 SPAR supermar-
kets and 19 INTERSPAR hypermarkets, and the chain of fully digitized CineStar multiplex cinemas, currently spread
in over 10 cities at 14 locations in Croatia. There are some other international lessees that are worth mentioning, we
can also emphasize the PEPCO stores - a European discount retail chain that offers clothing for the entire family and
household products; and CCC shoes & bags - handbag and footwear store for the whole family, and some other stores.

Continuous efforts are being made to improve and advance the offer of the Center in order to create attractive and
diverse content, and to strengthen its overall market recognition and positioning in the Zadar region. llirija continuously
cooperates with the center’s existing lessees in order to increase its business volume and raise the quality of service,
along with an active policy of bringing new lessees, especially those which as of yet do not have a presence in the
Zadar County area, making the offer of the Center even more competitive.

Regarding the Center’'s marketing activities, which aim to strengthen the position of City Galleria on the local and re-
gional market, various events are organized to improve the business operations by attracting visitors, increasing sales,
creating additional publicity, stimulating lessees to participate in promotional activities of the center, developing the
center’s “personality”, etc. In 2017, as the most noted events, we can highlight “Carnival Dance Collage” performed in
cooperation with local childrens’ dance associations, “Spring Music Fair” organized in cooperation with the Childrens’
Choir ,Libreto®, puppet show performed in cooperation with the Zadar Puppet Theater, the continuation of long-stand-
ing collaboration in organizing an annual street basket tournament “Basket Tour*/Fall for Dance" dance competition
with participants from the whole Zadar County, for which City Galleria has been the main sponsor and host for many
years; as well as numerous other events. We strive to organize most of the center’s activities in collaboration and part-
nership with the local community, arts and sports associations from Zadar and Zadar County region, local cultural insti-
tutions and other potential partners, so that City Galleria remains a place of daily life for its fellow citizens and visitors.
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Overview of key buyers by sectors:
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The procurement organization is
divided into procurement of:
ﬁﬁ

Y

food and beverages

5

consumables

<€

office stationary

R

technical material

)

services

”

energy products

SEL

investment and investment maintenance

Purchasing practice - Suppliers

The analysis of the procurement requirements in accordance with its own business strategy and market conditions is the start-
ing point of the supply chain in llirija d.d. with necessary possession of internationally recognized certificates in the segment of
health safety and the safety of the supplied material goods and services especially regarding the supply of food and beverages,
where one of the obligatory requirement for the the suppliers is the possession of the HACCP certificate (Hazard Analysis
Critical Control Points). When selecting the suppliers whose product or service have a direct impact on the important business
aspects, such as environment and quality of providing services to llirija d.d, the Policy of quality is of a great importance. The
primary goal of the relationship with suppliers is to create added value to our services and products through quality assur-
ance, timely delivery, quantity reliability, market-competitive and safe delivery of any material goods or services in
cooperation with suppliers with whom we build partnership. The purchasing practice is a material topic for llirija considering its
direct impacts on the quality of business performances of the company regarding the provision of services in accordance with
local and international tourism industry standards, considering the economic effects it has on the company and impacts on the
local, regional and national level considering the fact that the majority of suppliers come from the Republic of Croatia. In 2017,
no significant changes were made to the chain of suppliers, except for the fact that the procurement of food and beverages in
the reporting period was organized through the Invitation to Tender.

The procurement service has an aim, based of the data on the planned investments made, physical volume of the
provision of services, the norms of the consumption of basic and other materials, stocks, the size of the storage space
and the procurement possibilities, to supply specific organizational units/points of sale at appropriate times with the
optimum quantities of goods/services, all in order to maintain the quality of the service and reduce operating costs.

In order to achieve these goals, the Purchasing Department systematically explores the procurement market that is
subject to continuous changes, so it is often necessary to adjust the requirements for purchasing goods or services
with new market conditions. Evaluation of individual supplier’s offer refers to evaluation of the complete offer, i.e. in
addition to the price that is evaluated, the payment deadlines, the delivery dates, the product range, the quantitative and
qualitative characteristics of the goods/services assortment, the possession of the HACCP certificate by the suppliers
of food and beverages and the supplier’s business stability are also taken into consideration as the selection criterion.
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The process of purchasing food and beverages consists of the collection of preliminary data through the Invitation to
Tender. After the submitted offers are examined, we can have a clearer image of the food and beverage supply mar-
ket. The analysis of bids and previously set criteria allow the selection of key suppliers that will be the main suppliers
for the current year. The organization of business meetings defining the remaining essential business relationship
features and the conclusion of business cooperation agreements denote the end of negotiations and the beginning
of the realization of the agreed business cooperation. We solve any potential problems and defects both of the goods
and the business relationship by direct communication between the Purchasing Department employees and suppliers’
employees. Employees in the purchasing department shall report to the purchasing manager who directly reports to
the Management Board.

When selecting a supplier in the segment of food and beverage procurement, we require that it meets the following
criteria: (1) it must have a registered business activity, (2) stores, packages, transports and handles food/beverages
in a way that will preserve their health safety, (3) it must deliver all prescribed documentation along with the foodstuff
(delivery note, consignment health certificate) and for feedstuff of animal origin shipped by internal means of transport
it should submit a HVI 1-3 form or a verification by a certified veterinarian attached to the delivery note; (4) it must have
a self-control system, (5) it must apply, comply with HACCP system and have HACCP system implemented.

Procurement for other segments as in previous years was organized through direct collection of bids from a number of
different suppliers for the same type of service or goods followed by the analyzing the bids, selection of suppliers, con-
clusion of the contracts and the delivery of the order. Upon performance of the agreed conditions, the goods/services
and the entire business relationship with the individual supplier were verified.

In order to avoid potential adverse impacts of unpredictable market changes, we strive to engage more suppliers (at
least two) in each of the individual procurement areas, and in this way the company reduces potential risks and ensures
smooth business operations, while achieving a more accurate ratio of prices, quality and delivery deadlines.

We strive to create long-term partnerships and cooperation with key suppliers based on mutual trust, compliance with
defined contractual obligations and high market standards, and a mutually agreed payment obligation and the obliga-
tion to comply with these delivery deadlines. In accordance with market conditions and its own business strategy, the
company plans business activities with key suppliers related to purchasing of products and services, their storage and
delivery, while we share know-how with some suppliers to improve business processes, products and services.

In our supply chain, we cooperate with producers, primary producers, distributors, wholesalers, contracted partners,
brokers and consultants. In 2017, we did not have any claims by our suppliers, and we educate and train our employees
who work in the purchasing department about establishing high quality and professional relationships with suppliers.
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Suppliers in 2017:

964 suppliers
95.54% domestic suppliers

Overview of turnover with suppliers of food
and beverages, technical and office supplies
according to the registered seat:

2015 2016 2017

29.5% 28.76% 32.25%
29.16% 28.37% 26.86%
0.17% 1.31% 0.3%
Rest of Croatia B Foreign
[l Biograd with B Zadar with

surrounding area surrounding area

*Service suppliers are not included

Structure of suppliers

In the year 2017, the company established a business cooperation with a total of 964 suppliers, of whom 43 of them
are foreign suppliers, which accounts for 4.46% in the total number of suppliers or 95.54% of suppliers from the Re-
public of Croatia. 4.69% of the total turnover was realized with foreign suppliers, while 956.31% of the total turnover
was realized with domestic suppliers.

The graph below shows that the trend of low share in turnover with foreign suppliers in the totally realized turnover
continued in 2017 as well.

Year 2015 |} B Foreian
Year 2016 |}

Domestic
Year 2017 |}

If we observe turnover related to the supply of food, beverages, consumables and technical materials, accounting for
27.72% of the total turnover, only 0.3% of the turnover referred to the turnover with foreign suppliers, while 59.11%
referred to the turnover with local suppliers, while the remaining 40.59% refers to the turnover with suppliers from
other parts of Croatia.

The company has largely found high standards of quality of goods locally (the city of Biograd na Moru as the registered
seat of the company and municipalities in the immediate vicinity) and in the region (the city of Zadar and other towns
and municipalities in the Zadar County) with their suppliers, thus taking advantage of the potential of the local commu-
nity, which improves the quality of life of the local population, opens up new jobs and strengthens the competitiveness
of local suppliers.

Strategic relationship with suppliers

As a company we strive for a strategic, long-term and quality mutual relationship with suppliers we work with through
long-term cooperation to create added value for the both companies through (1) exchange of know-how, (2) improve-
ment of the business process of the both parties and (3) creating a high-quality product or a service for the both
companies. Out of total of 964 suppliers who we had business cooperation with in 2017, we have had business co-op-
eration with 15 of them for more than 30 years, including suppliers with whom the company has been cooperating
since the foundation, that is, for over 60 years.
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9 Important events

Important events in the segment of changes made to its activities, management, ownership and capital that marked
the year 2017 were:

A complete integration of the Commercial-shopping center City Galleria in Zadar, acquisition (buyout)
completed in the second half of December 2016, into the operational business, owing to which we have become a
company with a broad range of activities which, besides hotels, nautics, camping and destination management, also
includes the real estate sector, which contributed to the strengthening of its economic, financial and capital position.
The results of the Commercial-shopping center City Galleria in the reporting period indicate that the buyout was an
economically justified investment.

The Shareholders’ Assembly took the following important decisions at its meetings:

= At the meeting held on 26th April 2017, it took the Decision on the Utilization of the Profit of the Company for the
fiscal year 2016 according to which it was decided that the realized profit after tax in the amount of HRK 30,676,076.46,
would be allocated in a way that HRK 507,446.46 would be allocated to the retained profit, while the amount of HRK
30,168,600.00 would be allocated to increase the share capital from the Company’s assets (reinvested profit).

= The Decision on an increase in share capital from the Company’s assets (reinvested profit) which
increases from the reinvested profits earned in 2016 in the amount of HRK 30,168,600.00 was also taken. The share
capital of the Company increases from the amount of HRK 174,977,880.00 by the amount of HRK 30,168,600.00
(reinvested profit) to the amount of HRK 205,146,480.00, in a way that for each of the totally existing 301,686 shares
the nominal amount increases by HRK 100.00 in a way that after the increase, each share has a face value of HRK
680.00.

= Decision on the payment of dividends from retained profit from 2006, 2010 and 2011 according to which
the Company’s shareholders will be paid out the dividend in the total amount of HRK 6,016,540.00, or a dividend per
one share amounts to HRK 20.00 which is a rise in dividend per share by 11.11% compared to the amount of dividend
paid out in the year 2016.

The following Decisions were unanimously adopted at the Extraordinary General Meeting held on 20th
November 2017:

= The Decision on the election of the members of the Supervisory Board, according to which in addition to Mr. Goran
Medi¢, the existing member of the Supervisory Board, the four existing members of the Supervisory Board were
elected, namely: (I) Davor Tudorovié, (Il) David Anthony Tudorovié, () Darko Prebezac, Prof. PhD and (IV) Sinisa
Petrovié, Prof. PhD for the next term of office that commenced on 18th December 2017.

= The object of the business activities of the Company changed in a way that the below activities are added: audiovisual
activities, complementary activities to audio-visual activities, the provision of audio and/or audiovisual media services,
activity of providing services of electronic publications, activity of publishing audiovisual and radio programs and the
activity of providing television and/or radio media services.
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= The Shareholders’ Assembly decided that a part of the capital reserves of the Company disclosed in the financial
statements for the fiscal year 2016 and in the financial statements as at 30th June 2017, out of a total disclosed
amount of HRK 26,723,874.00 a part of the capital reserves in the amount of HRK 24,000,000.00 should be
used to increase the share capital from the Company’s funds, because there is no uncovered loss according
to the financial statements. As a result of this, the share capital of the Company increased from the amount of HRK
205,146,480.00 by the amount of HRK 24,000,000.00 to the amount of HRK 229,146,480.00 and was split into
301.686 new ordinary bearer shares with no par value.

= In order to further strengthen the capital and market position of the company, a Decision on Share Split was
made on the basis of which one ordinary bearer share of the company was split into eight ordinary bearer shares
with no par value. The share capital was, accordingly, split into 2,413,488 ordinary shares with no par value. The
Company's share capital did not increase by splitting the shares.

In order to further improve the corporate governance practices of the Company, the Supervisory Board did at the
meeting held on 21st July 2017 decide that the Company’s Audit Committee would instead of the current five (5)
members be composed of three (3) members who as of the date of taking the relevant decision are the following
members: David Anthony Tudorovi¢ — President of the Audit Committee (Member of the Supervisory Board), Goran
Medi¢ — Member of the Audit Committee (President of the Supervisory Board) and Mladen Ostricki - Member of the
Audit Committee (external member).

According to the Decision of the Constitutional Court of the Republic of Croatia Number U-11I-4392/16
of bth July 2017, the constitutional complaint of the Company was adopted and the judgment rendered by the Su-
preme Court of the Republic of Croatia was repealed which turned down the revision of llirija d.d. in the case of
compensation of damages against the City of Biograd na Moru, for converting the property “Primorje” from the
construction area to the so-called “area of landscape features’, and the case was remanded to the Supreme Court
of the Republic of Croatia for re-deciding.

On 29th December 2017, the Company acquired 478 treasury shares and it holds a total of 1,337 treasury shares,
accounting for 0.44% of the share in the share capital.
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10 Recognitions, standards and certificates awarded in 2017

Awards

The campsite “Park Soline” was given a special award for outstanding quality and cooperation in February by Associazione
Campeggiatori Turistici d' Italia (A.C.T. Italia), one of the largest associations of campers from ltaly, having over 30,000 mem-
bers.

Croatian Camping Union (CCU) has given the campsite “Park Soline” the award Croatia’s Best Campsite for the year 2017
for especially high quality of sanitary facilities, accommodation units, hospitality and trade offers and leisure facilities.

Marina Kornati is the winner of the award for the third place in the category of Large marina in the action “21st Tourist Flower
- Quality for Croatia”.

Standards and certificates

In June, the re-certification of the quality management system according to the standard HRN EN ISO 14001 was suc-
cessfully carried out at the level of the entire Company and all of its sectors (hotel sector, camping, nautics and hospitality).

In the month of June, the Halal Quality Certification Center of the Islamic Community of the Republic of Croatia awarded
the Halal Quality Certificate to llirija for the implementation of Halal quality management system in the area of preparation
and provision of food and beverages and accommodation for the Adriatic Hotel, “Marina Kornati” restaurant, event ship
“Nada’, and Raznjevi¢a Dvori AD 1307.

Since July the hotels of llirija Resort have been the holders of certificates Zadar Bike Magic, which brands the cycling
tourism offer of the Zadar region, awarded by the Zadar County Tourist Board to cyclotourism service providers confirming
that the standards prescribed in providing such services are met.

AAA Certificate of Gold Creditworthiness Excellence, an internationally recognized mark of economic quality and excel-
lence of an economic operator, has been awarded by Bisnode prudential company for meeting stringent analytical criteria
as one of the most important standards for quality, financial stability and business performance of the company for the
years 2015, 2016, and 2017.
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11 Corporate governance

In llirija as a joint stock company that has been listed on the Zagreb Stock Exchange since 2003, i.e. since October
2015, the shares of the company are quoted on its Official Market, has clearly defined dual governance and organi-
zational structure in accordance with the practice of corporate governance and legal regulations of the Republic of
Croatia, with clearly separated powers and responsibilities of the following corporate governance bodies:

Shareholders’ Assembly

Supervisory Board Audit Committee

Management Board

The Shareholders’ Assembly consists of shareholders (owners) the holders of the Company’s securities. In 2017,
as at 29th December the company had a total of 171 shareholders that are the holders of total 301,686 Company's
shares.

Shareholders shall exercise their rights at the General Shareholders’ Assembly and all shareholders of the company
shall be vested the right to participate in it if they are registered in the share ledger and report their intention to partic-
ipate in the General Meeting to the Company either personally or by proxy, thereby presenting a power of attorney no
later than six days prior to its holding.

The General Shareholders’ Assembly, in accordance with the provisions of the Company’s Articles of Association and
Companies’ Act, makes decisions on the following issues: appointment and dismissal of the Supervisory Board and
the Management Board, increase or decrease in share capital, decision on the utilization of profit, decision on dividend
payment, decisions that entirely or partially exclude the right of shareholders’ pre-emptive right when subscribing for
new shares, withdrawing or listing shares from the regulated market, changes and amendments to the Articles of
Association, appointment of auditors, decisions on change and amendment to the business activities as well as other
matters as defined by the law.

During 2017, three sessions of the General Shareholders’ Assembly were held, one ordinary and two extraordinary
sessions, participated by minimum 78.82% of the share capital. All of the decisions from the held General Meeting
were published within a legally prescribed deadline.
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The Supervisory Board consists of five members that are appointed for a four years’ term of office. The Supervisory Board may take decisions if at least one half of the appointed
members participate in decision-making process. The members of the Supervisory Board are entitled to remuneration for their work. Sessions of the Supervisory Board are convened
by the President of the Supervisory Board.

According to the Company'’s Articles of Association and the Companies’ Act, the Supervisory Board supervises the management of the Company’s business, submits the Report on
the performed supervision of the Company’s business operations to the General Assembly, adopts the financial statements, in accordance with the Company’s Articles of Association
gives prior consent to the Company's Management Board for taking certain actions, legal transactions and making certain decisions.

The Supervisory Board established the Audit Committee that from 21st July 2017 from the previously five members, now has three members: David Anthony Tudorovi¢ — President
of the Audit Committee (Member of the Supervisory Board), Goran Medi¢ — Member of the Audit Committee (President of the Supervisory Board) and Mladen Ostricki - Member of
the Audit Committee (external member).

According to the Company's Articles of Association, the sessions were convened at least once in a semi-annual period and during the year 2017, there were ten of them that were
held. At the session of the General Assembly, held on 26th April, 2017, the Supervisory Board was given the remuneration for the supervision of the Company’s business operations
in 2016. In the reporting period due to the expiration of the term of office of all members, the General Shareholders’ Assembly of the Company elected members of the Supervisory
Board at its sessions in June and November, who also performed this position in the previous term of office.

s
A%

The Management Board has one member that is appointed for a five years’ period. The Management Board's rights and duties are specified in the Company's Articles of Associ-
ation and Companies’ Act.

Goran Raznjevi¢ is the only member of the Management Board that represents the Company solely and independently since the year 2000 in his fourth consecutive term of office.

Within the company there are no boards for making decisions on economic, environmental and social impacts, but the above-mentioned assignments are performed by the Manage-
ment Board in cooperation with the company’s management in accordance with the business practices.

The top management includes 12 persons with special powers and responsibilities where youth and experience are combined.

Starting from the fact that the employees, who are mostly residents of the City of Biograd and surrounding municipalities, are the holders of business processes, therefore their
further development, training and motivation is the key to the success of the Company and one of the permanent objectives.
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Organizational structure

SUPERVISORY BOARD
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Arsenal Holdings d.o.0., Perivoj Gospe od Zdravlja 1, Zadar, Company Tax Number - OIB: 59794687464, holds 178,629
shares in the Company, which accounts for 59.21% of the shares in the share capital of the Company and the same
number of votes in the Shareholders’ Assembly. The controlling company Arsenal Holdings d.o.o. is registered with the
Commercial Court in Zadar, Company Reg. No. MBS: 060014554, share capital HRK 21,027500.00 paid in whole.

The major owner of the company Arsenal Holdings d.o.o. is Mr. Davor Tudorovi¢ with 756.25% shares in its share capital,
who also personally holds 11,968 shares in llirija d.d. which accounts for 3.97% of the shares in its share capital.

The share capital of the Company in 2017 was HRK 229,146,480.00 and is divided in 2,413,488 ordinary shares with
no par value. In 2017, the ownership structure was not significantly changed.

Overview of the major shareholders of the Company as at 29th December 2017 (Taken from: Central Depository
Clearing Company (CSDD))

°
S

Owners-shareholders ‘ Number of shares ‘

-
o
(=]

TOTAL

301.686 ‘

*Note: On 29th December 2017, the increase in share capital (HRK 229,146,480.00), the change to the nominal amount of shares and change/
splitting of a number of the Company's shares (2,413,488) were entered in the court registry of the Commercial Court in Zadar, but all this has not
been entered in the CCDC by the reporting period (31/12/2017).

[®))
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About share of llirija d.d.:

Quotation: Official market, Zagreb Stock
Exchange d.d.

Date of listing: 26/10/2015"
Type of security: Ordinary share
Designation: [LRA-R-A

ISIN code: HRILRARAOOQO9

Number of issued shares: 301,686,
with no par value

Depositary: CCDC or (Croatian SKDD)

*Since 20083, company's shares have been
liste on the Zagreb Stock Exchange, Quo-
tation of public joint stock companies and
since then they have been listed on the
regulated capital market in the Republic
of Croatia. From 2009 — 2015 the shares
were listed on the Regular market of the Za-
greb Stock Exchange.

Trading in shares of the Company on the Zagreb Stock Exchange

In 2017, 1420 shares were traded in on the Zagreb Stock Exchange, resulting in total turnover of HRK 1,936,020.36,
which is, compared the one in 2016, a decline in turnover by 77.34%. The cause of the decline in turnover should be
attributed to the fact that the year 2016 was marked by two significant corporate events (I) recapitalization of the Com-
pany by issuing new shares and (II) successfully completed acquisition (buyout) of the Commercial-shopping center
City Galleria, which certainly influenced the company’s turnover in shares. A relatively low free float and associated low
amount of offered shares for sale that would meet the investors' requirements affected the realized turnover.

The market capitalization of the Company in the relevant period amounts to HRK 392,191,800.00, with an average
price per share of HRK 1,363.39, which is an increase by 18.63% compared to that in 2016, when the average price
per share was HRK 1,149.32.

In the year 2017, the highest achieved share price amounted to HRK 1,500.00 per share, which compared to the year
2016 is a growth by 7.14 when the highest share price which was realized amounted to HRK 1.400,04.

Average share price +18 63% Market capitalization Total turnover

HRK 1,363.39 HRK 392,191,800.00 HRK 1,936,020.36
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The movement of the share price ILRA-R-A and comparison with CROBEX and CROBEXTURIST indices

150

175

170

165

160

Comparison (ILRA, CROBEX:INDX, CROBEXturist:INDX) 135

- 120

115

- 110

105

- 100

£

65



A

Precautionary principle or approach

Striving to reduce any potential environmen-
tal risks to the lowest possible extent, the
company applies the precautionary principle
in such a way as to avoid any actions that
have or could have negative environmental
consequences on the company, the local and
regional community in which it operates and
the company as a whole including the knowl-
edge about the impact of the above actions
or technologies on the environment and so-
ciety in whole. In addition to complying with
all positive environmental regulations in the
Republic of Croatia, the company has imple-
mented additional international environmental
standards (ISO 14001, Blue Flag, Green Key,
Sustainable Hotel, Ecocamping) and adopted
its own Environmental Protection Policy.

12 Key impacts, risks and opportunities

In order to meet the objectives of the business operations, whether short-term, medium-term or long-term, in accordance
with the mission and vision, taking into account the circumstances, both internal and external ones, in which the organi-
zation operates and expectations and interests of its stakeholders, the company has defined its risks and opportunities.

Risks:

(1) Financial risks

The Company is, after all, as the most businesses in the tourism sector, exposed to foreign exchange risk,
interest rate risk, price risk, credit risk and liquidity risk, environmental risk, risk of tourist branch of the economy,
the risk of macroeconomic movements and risk of changes in tax and other regulations.

Since most of the monetary fund inflows of the Company are quoted in EUR, as well as the most of the
lending obligations, the Company is to the highest degree hedged against the foreign exchange risk owing to
this circumstance.

Indebtedness of the Company with the commercial bank is mainly subject to variable interest rates, so taking

this into consideration, the Company is partially exposed to interest rates, but only due to exceptional
circumstances and disturbances in the operations which are not attributable to the Company.

In order to reduce the credit risk, the Company strives to reduce the total lending obligations to an appropriate
level in order to be inferior to their own funding source.

The Company has most of its prices quoted in EUR and collects the majority of claims in the same currency,
thereby being hedged against the price risk.

(1) Regulatory risks

The Company is exposed to changes in tax and other regulations in the legal system of the Republic of Croatia.
This, in particular applies to the legislation in the field of maritime domain and the tourist land plots on which the
Company has significant commerecially critical long-term investments, whereas all the constitutionally guaranteed
rights have not been exercised in the field of protection of capital investment.

(1) Operating risks
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The company’s business is dependant on the readiness of the tourists to travel and spend their vacation outside
of their country or place of their permanent residence. For this reason, economic and political security and
stability, primarily at the regional level, i.e. in the immediate surrounding of the company as well as in the main
source markets of the Croatian tourism, is an important factor in making decisions by potential tourists about
the place of vacation and as such can have a great impact on the tourist season in the Republic of Croatia.

Since the tourist industry depends on the preserved natural resources, i.e. the preserved and clean environment,
the sea, the water, the air, etc, therefore, larger-scale pollution of the sea and the coast (e.g. average of tankers
- oil spills, pollution by chemicals, etc.), blossoming of the sea, air pollution, climatic change and related natural
disasters can have a direct impact on tourism supply or demand for products and services of the company, which
can be ultimately reflected on the overall quality of supply and market competitiveness of the company.



Opportunities in which the company recognizes the opportunity for further growth and development:

1
2

OO h W

o

9
10

Croatia has been recognized as a desirable and safe tourist destination at the global level,

differentiated offer of the company (hotel sector, nautics, camping, DMC llirija Travel, real estate),

financial stability of the company,

sustainable and continuous investment,

the location of the facilities in the destination (on the coast or in its immediate vicinity, near the city center),

further development of the offer and content that enables year-round business through the system of

destination management,

development of tourism of special interests and complex tourism product,
extensive experience and tradition of business in hospitality and tourism,
preserved and clean nature and environment, and

corporate social responsibility.

Looking from the perspective of the sustainable business, the company as the leading tourism and economic operator
affects, through its business, the community by using and consuming resources (water), energy, waste production and
considering the fact that llirija is the carrier of nearly two thirds of organized tourism in its key destination, Biograd na
Moru, where any negative market movements are certainly reflected on the total tourism turnover of the destination of
Biograd na Moru. The environmental and economic impacts of llirija on external stakeholders are described in more
detail in the chapter on Environmental and Economic Topics. On the other hand, we contribute to the community
by employing local citizens, by encouraging the development of the local and national economy by purchasing from
local suppliers, while the programs of corporate philanthropy are implemented to support numerous projects in the
community in which we operate, so by developing our own products and services, we also develop tourism offer of the
destination or the region.
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The following material topics were identified:

Economic topics:

= Economic performance

= Market presence

= Indirect economic impacts

= Procurement practices

Environmental topics:
= Energy

= Water

= Effluents and waste

= Environmental compliance

13 Stakeholders and material topics

Being aware of its responsibilities, llirija actively involved stakeholders in the preparation of the Annual Report on
Corporate Social Responsibility for 2017, unlike the two previous reports. Stakeholders are the key factor in the suc-
cessful and long-term development of the company, therefore as a socially responsible company we aim to actively
communicate with our stakeholders in order to understand their expectations from llirija as the responsible business
operator and to ensure long-term sustainable and responsible development of the company in line with the expecta-
tions of our stakeholders.

The proposal of material topics was previously designed by the Expert Team for the preparation of the Annual report
on corporate social responsibility in the company for the purpose of defining material topics, which reflect essential
economic, environmental and social impacts of llirija as well as the influence on the stakeholders’ decisions recognized
as such as important in the medium and long term development plans, mission and vision, and its core values.

After designating the stakeholders, a total of seven of them, and creating the proposals for material topics, the mem-
bers of the Expert Team designated the stakeholders within each stakeholder group taking the previous mutual re-
lations and activities into consideration, and after that they were invited to engage in the process of determining the
content of the report. Given that we first created reports in accordance with the Global Reporting Initiative (GRI) Stan-
dards, we conducted the consultations with stakeholders by inviting them to participate in the process of defining key
material topics, in view of their expectations, interests and priorities, i.e. importance and impact of material topics on
them as our stakeholders, by conducting the survey that was posted on the company's website for better availability to
stakeholders and transparency of the process itself. We divided 15 material topics into three categories:

= economic (enonomic performance, market presence, indirect economic impacts, procurement practices)
 environmental (energy, water, effluents and waste, environmental compliance), and

» social (employment, occupational health and safety, training and education, diversity and equal opportunity, local
community, customer health and safety, marketing and labeling) which were evaluated by ratings ranging from 1 as the
lowest impact to b as the highest impact.

A total of B3 representatives of stakeholders from 38 different organizations, including associations, enterprises,
employees, financial institutions, business and professional associations, cultural, education and training institutions,
suppliers participated in the process of identifying material topics, including the representatives of stakeholders from
all stakeholder groups of whom:

= 29 stakeholders from the group of shareholders, customers/guests, state, financial institutions, local community and
suppliers,

= 24 employees of the company including members of the Expert Team for the preparation of the Annual report on
corporate social responsibility.
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The foregoing was followed by analyzing the conducted survey, where it was apparent that the majority of the stake-
holders perceived all the proposed material topics as important, since no material topic had a rating lower than 4, while
the first three material topics, according to the conducted survey, included economic, environmental and social impacts
of the company. Following the consultations, it is evident that the stakeholders find all proposed material topics import-
ant, that is, that they assess the impact of llirija through economic, environmental and social activities.

15 identified material topics:

Economic performance |1 —

Market presence | —

53 representatives of stakeholders, from Indirect economic impacts
Procurement practices | ————
Energy | —
Water (—

AL Effluents and waste | I

Environmental complian ce | —
38 different organizations, from
Employment |E s —
Occupational health and safety —|FEEEEEEEEE—
Training and educartion |
Diversity and equal opportunity [

Local communities | —

Customer health and safety
all 7 stakeholders’ groups

Marketing and labeling

4 41 42 43 44 45 46 47 48 49 b5

B Economic topics B Environmental topics 1] Social topics

69



Following the consultations con-
ducted with the stakeholders and
their feedback, the material topics
were identified and then prioritized
or evaluated, which resulted in
creation of the materiality matrix.
Material topics are identified and
evaluated in the materiality matrix,
considering their impact on the
decisions of stakeholders and eco-
nomic, environmental and social
impacts of the company on others.

High

Importance impact on stakeholders

Low

Materiality matrix

A

Energy Water
Diversity and Marketing
equal opportunity  and labelling

Procurement practices
Local communities

Indirect economic
impacts

Economic Market presence
performance Occupational health
Effluents and waste  and safety
Employment

Training and education  Environmental
Customer health and compliance
safety

Low
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171 301,686
shareholder shares

Average share price

HRK 1,363.39

+18.63%

Paid dividend
HRK 6,016,540.00

Overview and communication with key stakeholders

1 Sharehoders /\ 5 Financial institutions

2 Customers/guests 6 Local community
ILIRLJA

3 Employees 7 Suppliers

4 State F

1 Shareholders (owners) that is, the holders of capital exercise their rights through the General Assembly. The Com-
pany maintains regular communication with its major shareholders, institutional and individual shareholders through:

* holding the General Assembly sessions — in 2017, three General Assembly sessions were held, one ordinary
and two extraordinary sessions, attended by minimum 78.82% to maximum 78.84% in the share capital,

 Financial statements (quarterly and annual ones),

= Additional information,

=  Web pages of the company,

= Annual report on the corporate social responsibility for the year 2016.

Regular and transparent communication is used by llirija in order to have well-informed shareholders who will be the
key and active support in the development of llirija as a responsible, sustainable, market-competitive and recognizable
company. Consequently, in 2017, llirija continued to improve its quarterly and annual financial statements in Croatian
and English publicly disclosing the information and data more than that is required by the law. In addition to the trans-
parent financial reporting system, the company publicly discloses additional non-financial information in order to gain
a comprehensive insight into its business operations.

The basic objectives in relation to the shareholders in 2017 were achieved:
= accomplishment of the business results in 2017 that are the best since the company’s foundation, particularly the
operating profitability ratios,
= Development of the company by increasing the value of its assets, capital growth, the development of offer and
programs that articulate their year-round business,
= average share price was achieved in the amount of HRK 1,363.39 with a growth by 18.63%.

= regular annual disbursement of the dividend. In 2017, HRK 6,016,540.00 was paid out for the dividend or HRK 20.00
was paid out per share, which is a rise of dividend by 11.11% compared to the dividend amount of HRK 18.00 per share
which was paid out in 2016.
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595,895
overnight stays

95

audit visits of
key buyers

O—0;
7
491 66,023
special events guests at

special events

2 Customers/guests - we do not only care about a customer/guest in tourism, but we live with them, therefore, they
are the center of our service. We conduct regular and continuous communication with our customers, regardless of
whether they are tourist agencies, business partners or individual guests with an aim to achieve end-user satisfaction
with the service provided. Therefore, the feedback from our customers and their experience with the service provided
is extremely important for us, irrespective of whether it is channeled/received through direct communication during
their stay in our facilities, through visits and tours of representatives of key travel agencies and business partners
through communication through social networks, etc. where we use the feedback to improve the service, offer and
content, or its overall quality.

In 2017 the key buyers, domestic and foreign travel agencies and business partners in the hotel and camping sector
performed 95 tours of our facilities, while in the nautical sector and the real estate sector, the direct communication
takes place on a daily basis with business partners due to the fact that business partners have their own representative
offices and sales outlets within the marina and Commercial-shopping center of City Galleria.

The communication with guests/customers was conducted through:

= Regular annual tours of tourist agencies and business partners,

= Fairs, acquisitions, business to business workshops, road-show tours of key customers,
= Survey questionnaires about satisfaction with the service,

* Regular communication with key customers (both electronic and oral),

= Newsletters,

= Web pages of the company and

= Social networks.
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227 415 1000

employees on employees employees
31/12/2017 in high season in the facilities
of llirija d.d.

7

13 corporate contribution to
philanthropy ~ the economic
(donations and  and tourist de-
sponsorships)  velopment of
the destination
and region

business and
industry
associations

3 Employees - the employees are the key to the success of our company in tourism. They are the best promoters
of our values, destinations, services and are the carriers of the business process that contribute to its market com-
petitiveness, recognizability and ultimate success through their work and engagement. Employees i.e. management
and development of human resources are long-term strategic objectives of llirija d.d. which were accomplished by
the company during 2017 through: (I) continuous education of employees at all levels of business organized through
the Academy of Business Excellence ILIRIJA EDUKA, inhouse education in various fields and individual education
programs, (I1) motivation of employees by providing them with personal development and work opportunities in a stim-
ulating working environment, (lll) increase in financial income of the employees.

The communication with the employees was conducted through:

= Regular daily, weekly and monthly meetings as well as the meetings organized as needed at the operating level
of the business operations,

= Weekly sessions of the Management Board and management,
= Annual gatherings,

= Notices via the electronic mail, and

= Notices through the notice board and

= Social networks.

4-5 The state and the local community - over six decades of its business operations, llirija has grown into a lead-
ing economic operator at the local level, then in one of the 3 leading tourism companies in the region and 15 leading
tourism companies in the Republic of Croatia.

Due to its development at the same time as a socially responsible business system, it has contributed to the develop-
ment of the environments in which it acts and operates, both local, regional and national environments, either from the
aspect of business expansion, creation of new values, i.e. products and services, development of year-round business
and creation of new jobs or employment of people from the local community, thus actively contributing to the develop-
ment of tourism as one of the key industries in the Republic of Croatia, while complying with the legal regulations and
business codes.

By participating in the work of 13 industry and business associations, by making suggestions and opinions on legis-
lative bills that significantly impact the business operations of tourism companies, proposals for the development and
competitiveness of the Croatian tourism, participating in public conferences and lectures and activities of the associa-
tions, while it is the President of the Management Board and member of the bodies of expert and professional associ-
ations. Itis an active member of tourist boards at national, regional and local levels, within which it promotes, initiates,
organizes or actively supports a great number of projects of importance for the development of tourist destination offer.

Through the system of corporate philanthropy, either through donations or sponsorships, it responds to individual needs
or support to projects of a wider interest to the community.
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In 2017, the communication with the state and local community was performed through:

= Memberships in business and industry associations, systems of tourist boards at the local and regional level,
= Corporate philanthropy,

= Participation in legislative initiatives, independently and through business and industry associations,

= Participation in conferences and lectures,

= Annual report on the corporate social responsibility for the year 2016.

6 Financial institutions - company stakeholders that include a business bank and a leasing company with which
llirija has a long-term relationship based on mutual trust and cooperation for the purpose of its long-term responsible
and sustainable development and growth in the interest of all of its stakeholders. llirija as a joint stock company list-
ed on the capital market, i.e. the Zagreb Stock Exchange with its stakeholders, especially shareholders and financial
institutions, bases its communication on a timely, complete and truthful presentation of the company’s operations and
its activities, and in 2017 llirija went on with the continuous process of improving the reporting system focusing on the
transparency, comprehensiveness, completeness and timeliness of disclosing all key financial and operational ratios
and corporate notices and actions.

During the year 2017, the communication with the financial institutions was conducted through:

= Regular meetings and electronic communications,

* Financial statements (quarterly ones),

* Annual financial statements,

= Annual report on the corporate social responsibility for the year 2016 and

= Web pages of the company.

7 Suppliers - Significant stakeholders of the company that with their services and products affect the overall quality
and creation of the added value with services and products of llirija d.d. or increase in the experience for our end-user -
guest. Relationship to suppliers that is based on regular almost daily communication at the level of all key departments
of the company with an aim of improving each other and raising the quality of operational processes, exchanging
knowledge and experience, monitoring tourism industry standards, involving a large number of suppliers from the local
community and maintaining strategic relationships with key suppliers.

In the year 2017, the communication with the suppliers was conducted through:
* Regular communication (oral and written),
= Contracts,

= Mutual visits, and

= Exchange of knowledge.
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1 Managing the economic aspect of business

Economic viability for llirija as a business community is the cornerstone of corporate social responsibility which influ-
ences the achievement of forecasted operating results, and the achievement of their results also impacts any other
company's activities whose impact boundaries primarily take place at the local and regional level or at the locations
where we conduct business operations and at a national level considering the total contribution to the development
of the Croatian tourism industry. The starting point is the fact that the foundation of corporate social responsibility is
based on its economic viability, which ensures a continuous growth and the development of the company, its techno-
logical progress, competitiveness and market viability which can be achieved subject to the previous fulfillment of the
economic preconditions such as efficiency, profitability, generated profit in business operations. In order to be able
to contribute to the community in which it conducts business operations or acts or to contribute to its stakeholders,
the company must achieve the business goals set, must be competitive and innovative or it must create the economic
value that is to be distributed afterwards.

The management of the economic aspects of the company’s business operations is carried out in a way to adopt the
business plan on an annual basis, that is, the budget at the level of the company and each sector or profit center indi-
vidually, integrated by the Accounting and Finance Department, that is, the Controlling, Plan and Analysis Department,
that is created based on the financial objectives of the company for the next fiscal year. The business plan, or the bud-
get and operating reports are passed by the Management Board, which provide a true and fair view of the company’s
state of affairs, as well as its business results and cash flows, while the Supervisory Board determine them and the
Shareholders’ Assembly take note of them.

In addition to the business plan on daily, weekly, monthly and quarterly levels, the reports are created by competent
departments at the level of the company, the sector and the profit centers individually, based on which the achieve-
ment of the set goals is monitored. In accordance with the foregoing, if certain more significant deviations from the
business plans are recorded at the level of the sector or profit centers during the fiscal year, in which they are iden-
tified, the necessary measures are taken to eliminate or amortize the deviations, where everything is to be previously
coordinated and approved by the Company's Management Board and is to be operationally executed through the sales
and marketing departments of the sector or profit centers. As a joint stock company whose shares are listed on the
capital market, we publish the financial statements, corporate announcements and other information relevant to the
investment public within the legally stipulated deadlines.

In 2017, the company continued with the process of improving the reporting system which enabled (1) timely, (I1)
high-quality monitoring and analyzing of the achieved operating results and (lll) the production of high-quality fore-
casts and business plans throughout the whole fiscal year, especially regarding the reporting on the achieved operat-
ing business results, which created the foundations for more efficient and rational management of the entire business
process, improved and speeded up the entire process of reporting at all levels, particularly in the operational part of
the Company’s business operations.
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2 Business results in the year 2017

The data relating to the chapter Economic Topics is taken from the Annual Business Report for the year 2017 publicly disclosed on the Zagreb Stock Exchange, The Croatian Financial
Services Supervisory Agency and website of the company www.ilirijabiograd.com in April 2018. llirija is not obligated to prepare consolidated financial statements.

The business results achieved are the best so far in the last six decades of the Company's operations, as a result of which we continued with further continuous responsible and
sustainable development and growth in 2017. First of all, we achieved the key business objectives for 2017 in the segment of revenues and EBITDA, while the physical operating
results in the segment of hotel industry and camping recorded a growth of indicators higher than the average growth at the national level with more significant business activities in
the shoulder season in the segment of physical and financial turnover. The year in which we celebrated six decades of successful existence is also the year in which we as a com-
pany equally successfully integrated a new segment of our offer — a real estate sector or the Commercial-shopping center City Galleria into our business and operating processes.
According to its key business results, the Commercial-shopping center City Galleria proved to be an economically viable and profitable investment already in its first year of business
operations in the Company.

The achieved businees results are the consequence of:

/ / 4

Investments made in raising the quali-  Pricing policies and market profiles Increase in physical turnover, ie. ar- Increase in days of occupancy,
ty of service, contents and capacity of the ~ on more lucrative markets, rivals and overnight stays in the hotel and
tourism portfolio, camping sector,
Marketing activities and acquisitions, Significant increase in turnover or spe-  Result of integration of the Commer-
cial events realized through the destina-  cial-shopping center City Galleria into the
tion management company llirija Travel, operational business.
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Operating results in 2017

The Company’s tourism turnover in the hotel and camping sectors achieved a significant growth in operating and financial results in accordance with business plans for the year
2017. In all tourist facilities of the Company, a total of 595,895 overnight stays were realized, which, compared to the previous year when 565,287 overnight stays were realized, is a
growth in overnight stays by 5.41%.. Tourism turnover in the hotel and camping sectors recorded an increase in the operating and financial results, while the nautical sector recorded
the growth in the financial operating results with slightly lower operational results as a result of the investment activities made in the marina due to which the operational possibilities
of accommodating and accepting the vessels were reduced. The rise in tourism turnover of the hotel and camping sector is at least the same or higher than the realized growth of
arrivals and overnight stays of these sectors at the national level.

13- 0%g: 2
Z :;,:;:ight | @E@ +5.60% 4_[ -0.98% 4/\4‘ 3 Gl

595,895 138,788 174,038 283,069




Overview of key operating indicators in 2017

“*The data for real-estate is indicated only for the year 2017
since the Company completed the acquisition of the Commercial
- shopping center City Galleria in December 2016.”

Operating indicators 2017 2016 % of change 2017/2016
T e |
 ____cmping | | | |

Mobile homes 107,78 103,75 103,88

Individuals 48,48 4454 108,85

Fixed lease 194,00 193,00 100,52

Lump sum 194,00 193,00 100,52
. Ocewpancy  BT46%  5298% 10846
Mobile homes 55,66% 53,76% 103,35

Individuals 24,99% 23,08% 108,28

Fixed lease 100,00% 100,00% 100,00

Lump sum 100,00% 100,00% 100,00
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The hotel sector generated significant operating results that are reflected both in the market as well as the financial
indicators. In the year 2017, the hotel sector recorded 42,339 guests, with an average stay of 3.28 days, with a total of
138,788 overnight stays realized. Compared to the year 2016, 15% more arrivals and 6% more overnight stays were
realized in the hotel sector, which consequently also generated a rise in revenues by 8%. In the mentioned period, the
hotel sector was characterized by a decrease in seasonality with a significant increase in turnover and revenues in the
shoulder season, especially in April, May, October and November, with a significant increase in capacity occupancy in-
dicators to 43.10% or an increase by 9.2% and 157 days of occupancy accompanied by a high increase in the revenue
from the board services per accommodation unit by 7.08%.

The improvement of the market indicators was achieved on the basis of continuous sales efforts and destination man-
agement company and investments made in enhancing the competitiveness, while the increase in average revenue
from the board services per accommodation unit results from the restructuring of the sales channels aimed at the
growth of a more lucrative market segment. In the structure of realized overnight stays, the five top source markets in-
clude: (1) the Croatian market with a share of 15.4% in overnight stays, (II) the Slovenian market with a share of 13.1%
in overnight stays, (Ill) the German market with a share of 12.6% in overnight stays, (IV) the Austrian market with a
share of 9.2% in overnight stays and (V) the Slovak market with a share of 7.4% in overnight stays.

All the foregoing is the result of the investment made in changing the structure, i.e. opening of new, mainly, more
distant markets with earlier booking, with an aim to disperse the risk and extend the season. At the same time, the
arrivals of such groups result in increased revenues in the comparative offers of the Company realized through DMC
llirija Travel, other sectors and profit centers, ensuring the extension of the top season and reduction of seasonality.

T ___E'I.T.u"ﬁ



Key market and financial indicators of hotel sector

ILIRIJA HOTELS (Hotel llirija, Kornati,
Adriatic and Villa Donat)

Operating revenues +8.19%

HRK 51,295911.97

TRevPAR +819%
HRK 115,792.13

GOP per
accommodation unit +0.93%

HRK 39,661.89

*ADR - Average daily rate of the accommodation unit is calculated on the basis of the revenue from board services (revenue from the accommo-
dation and food and beverages of the board services).

** RevPAR - Revenue from the board services per accommodation unit includes the revenue from the board services (revenue from the accommo-
dation and food and beverages of the board services) divided by the number of the available accommodation units in a given period (365 days;
number of open days).

*** TRevPAR - total annual revenue per accommodation unit) denotes the total operating revenue of the hotel sector divided by a number of physical
accommodation units..

**** Operating costs include the costs of raw material and material, costs of services, gross pays and other operating costs, not including the depre-
ciation, financial expenses and extraordinary expenses.

**** GOP - denotes a gross operating profit of the hotel sector before the allocation of costs of common services, and is calculated in the
following way: operating revenues — operating expenses (before the allocation, without depreciation and fixed costs).

et GOP margin is calculated by correlating the amount of GOP before the allocation of costs of common services and operating revenues.

Note: llirija Hotels — include only the hotels (llirija, Kornati, Adriatic and Villa Donat). The hotel sector llirija d.d. includes the hotels (llirija, Kornati,
Adriatic and Villa Donat) and spin off profit centers operating within the hotel sectors Lavender bar, Aquatic center and Tennis center ,llirija".
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Operating revenues

HRK 45,059,600.02

+2.18%

Operating revenue
per berth

HRK 55,974.66

GOP per berth
HRK 31,663.29

Nautics* in spite of a slight reduction in physical turnover as a result of investment works in the segment of mod-
ernization of the marina, while retaining the marina capacities and prices at the level of the year 2016, the operating
revenues were generated in the amount of 45 million HRK and grew by 2.18%, which we find particularly successful
taking the foregoing into account. The most significant impact on the growth in revenue from Marina Kornati was
exerted by the growth in revenue from the contract-based berth with accessories (growth rate of 4.58%), which is the
result of an increased number of charter vessels for which the price for using the contract-based berth increased by
10% as well as the higher average length of vessels compared to the individual contract-based vessels. The revenue
from the boat show in 2017 compared to that in the previous year recorded a high growth rate of 8.35%, while the
Restaurant “Marina Kornati” records a slight growth in revenues by 0.21%.

Operating indicators in 2017 are slightly lower than those in 2016 in all business segments. A growing trend of de-
mand for the accommodation of vessels measuring 15m and longer has been recorded in the nautical sector of the
Company in the last few years. This also partly affected the achieved physical operating results where, despite full
occupancy, it records a slight decrease in the total number of contracted vessels, of which 712 were contracted in
2017 compared to 714 vessels contracted in 2016, out of which 423 individual vessels and 289 charter vessels were
contracted. Regarding the contracted vessels there was a significant growth in charter vessels by 9%, which resulted
in the growth in revenues from contract-based berth. In 2017, a total of 3,627 transit vessels sailed in the Marina Kor-
nati and realized 12,144 overnight stays of vessels, while in 2016, 3,644 transit vessels sailed in that realized 12,463
overnight stays or 3% more overnight stays. Charter companies operating in the Marina Kornati realized a total of
174,038 overnight stays, which is an insignificantly lower number than it was in the last year. The reason for shorter
stays in 2017 was the consequence of more favorable weather conditions which allowed sailors to stay longer at sea.
Some 3,446 port service operations were carried out (lifting, lowering and washing of vessels), while in 2016, some
3,772 port service operations were carried out. The reason for the decrease in the number of port service operations
compared to that in 2016 is the consequence of b0 tons general travel lift service, which as expected affected the
decrease in the port service activity.

Operating revenues of Marina Kornati are realized in the amount of HRK 37,887938.99 while the operating revenues
of the entire nautical sector, which besides profit center Marina Kornati also includes nautical fair and Restaurant
“Marina Kornati”, are realized in the amount of HRK 45,059,600.02.
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Key market and financial indicators of nautics

NAUTICS TOTAL* 2017/ 2016

*Operating costs include the costs of raw material and material, costs of services, gross pays and other operating costs, not including the deprecia-
tion, financial expenses and extraordinary expenses.

**GOP (Gross Operating Profit) denotes a gross operating profit of the nautics before the allocation of costs of common services, and is calculated
in the following way: operating revenues — operating expenses (before the allocation, without depreciation and fixed costs).

**GOP margin is calculated by correlating the amount of GOP before the allocation of costs of common services and operating revenues.

*The Nautics is composed of three business units: Marina Kornati, Biograd Boat Show and Restaurant “ Marina Kornati”.




* *Camping sector regarding the offer of accommodation or the campsite “Park Soline” with realized 37.394 arrivals,
* * which is a rise by 12.91% and it resulted in an increase in a number of overnight stays by 9.67% compared to those in
/\’ 2016 and the number of realized overnight stays in the reporting period was 283,069.Also, at the Croatian level, the

camping sector records a rise by 8% in 2017 in the number of overnight stays, so that owing to the rise by 9.67% in
overnight stays, the campsite Park Soline exceeds the national level of the entire sector. The campsite records a rise
both in physical turnover and revenue item, where the contracted and realized revenues amount to HRK 27,163,100.24
which is an increase by 9% compared to those in 2016, with the rise in revenues from the agencies by 10% as a result
of an increase in the number of leased camping pitches and lump sum guests with a rise in contracted revenues by
12%, which is a result of a higher number of leased lump sum pitches compared to those in the last year, of which the
major portion of the lump sum relates to the mobile homes that bring higher revenues. Revenues from mobile homes
record a rise by 21%, while the revenues from individuals have remained at the same level as in the previous period.

In the structure of realized overnight stays, the top five source markets are (1) the Slovenian market with a share of
23% overnight stays, (I) the Czech market with a share of 20% overnight stays, (IIl) the German market with a share
of 14% overnight stays, (IV) the Dutch market with a share of 8% overnight stays and (V) the Croatian market with a
share of 7% overnight stays.

The increase in overnight stays, arrivals and revenues compared to that in the year 2016 are the result of investments
made in new mobile homes, enhancing the quality of camping facilities and services, price optimization, marketing
activities and strategically planned investments in key sales channels, and intensive early booking from the end 2016
and a higher number of concluded lump sum and agency contracts.

The camping sector of the company, that in addition to the campsite, also includes the restaurant “Park Soline” gen-
erated HRK 29,822,950.45 in operating revenues which is an increase by 9.14% compared to that in the previous
year. First of all, the rise in revenues is mainly generated in the segment of accommodation, but at the same time the
revenue from the campsite restaurant rose by 9%.




Key market and financial indicators of camping sector

Operating revenues

HRK 29,822,950.45

+9.14%

TRevPAR
HRK 26,391.99

+9.14%

GOP per
accommodation unit

HRK 13,775.66

+0.42%

CAMPSITE "PARK SOLINE" - MARKET INDICATORS 2017|  2016| 2017/ 2016

*ADR - Average daily rate of a camp unit is calculated on the basis of the revenue from accommodation in the campsite and the number of camp
units sold.

** RevPAR - Revenue from accommodation per camp unit is the revenue from accommodation divided by a number of available camp units in a
given period (365 days; number of open days).

*** TRevPAR - Total revenue per camp unit denotes total operating revenue of the camping (or the campsite) divided by a number of physical camp
units.

**** Operating costs include the costs of raw material and material, costs of services, gross pays and other operating costs, not including the depre-
ciation, financial expenses and extraordinary expenses.

****GOP (eng. Gross Operating Profit) enotes a gross operating profit of the camping / campsite / restaurant before the allocation of costs of
common services, and is calculated in the following way: operating revenues — operating expenses (before the allocation, without depreciation and
fixed costs).

e GOP margin is calculated by correlating the amount of GOP of camping / campsite / restaurant before the allocation of costs of common
services and operating revenues.

*Camping besides the campsite ,Park Soline* includes the profit center Restaurant “Park Soline".
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The destination management company /DMC llirija Travel through whose system some 491 events were
held, starting from simpler individual events, excursions to special programs, incentives, events, conferences, con-
gresses, weddings, excursions, regattas etc. mainly organized in the shoulder season and the service was provided
to 66,023 persons. Operational indicators of the destination management company indicated through the number
of events and persons compared to those in 2016 grew by 26.55% in the number of events and by 40.85% in the
number of guests. Revenues in the amount of HRK 12,331,241.10 were generated partly through the contents of all
profit centers of the Company, with a rise by 30.87% compared to HRK 9,422,823.19 in revenues generated in 2016.

Number and Number and
rise in events rise in persons +40.85% Revenues +3087%

491 66,023 HRK 12,331,241.10

The real estate sector or Commercial-shopping center City Galleria as the organizational unit of the company llirija
d.d. achieved positive business results in 2017 or in the first year of its operations shown in the attached key market
and financial indicators.

The operating revenues were generated in the amount of HRK 12,440,343.14 mostly realized by lease of premises,
the calculation of common expenses, lease of common areas of the Center, underground garage parking fees and,
in the smallest part, the lease of advertising space, with an average annual rental fee realized per square meter in the
amount of HRK 828.26; or HRK 69.02 per month. In the stated period, 64.29% of the operating revenues or HRK
7997925.43 was generated from the calculation of rental fees from commercial premises. Common expenses make
up for a total 23.91% of the revenues from the generated revenues of HRK 2,975,024.90. The revenue in the amount
of HRK 5663,440.76 or 4.53% of the total revenues was generated from the lease of common areas of the center and
HRK 29,699.72 was generated in revenues from the lease of advertising space, which makes up for 0.24% of the
total annual revenues. The revenue from the center's garage in 2017 amounts to HRK 666,592.31, which makes up
for 5.36% of the total operating revenues.

The City Galleria’s operational results, the occupancy of business premises, and the interest of potential lessees in
business cooperation is continuously marking an increase. Commercial occupancy of the center as at 31/12/2017
was 100% of all capacities with 35 active lease agreements for lease of premises whose floor area ranges from 9.8m?
to 1.836m? concluded with local, national and international lessees. The lessees’ business operations in the facility
range from local lessees to international market leaders in their respective categories.
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828.26 HRK/m?
achieved average yearly
rent per square meter

Continuous efforts are being made to improve and advance the offer of the Center in order to create attractive and
diverse content, and to strengthen its overall market recognition and positioning in the Zadar region. The Company
continuously cooperates with the center's existing lessees in order to increase its business volume and raise the quality
of service, along with an active policy of bringing new lessees, especially those which as of yet do not have a presence
in the Zadar County area.

KEY MARKET INDICATORS OF THE REAL ESTATE SECTOR - CITY GALLERIA 2017

*AMR - Average Monthly Rent - The average monthly price achieved for m2 of the premises is calculated based on the revenue from the rent of
premises and net available floor area of active premises.

**The revenue from the garage per parking space is the annual revenue from the garage divided by a number of available parking spaces in a given
period (365 days; number of open days).

*** Operating costs include the costs of raw material and material, costs of services, gross pays and other operating costs, not including the depre-
ciation, financial expenses and extraordinary expenses.

**** GOP (eng. Gross Operating Profit) denotes a gross operating profit of the real estate sector before the allocation of costs of common services,
and is calculated in the following way: operating revenues — operating expenses (before the

allocation, without depreciation and fixed costs).

e+ GOP margin is calculated by correlating the amount of GOP of the real estate sector before the allocation of costs of common services and
operating revenue.
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Operating revenues +1718%

HRK149,515,545.23

Revenues from
camping +9.00%
HRK 29,822,950.45

Revenues from
hotel sector +8.00%

HRK 51,295911.97

Revenues from nautics +9.00%

HRK 45,059,600.02

Revenues from other
sectors and profit

centers +166.66%
HRK 23,337082.79

Financial results in the year 2017

Total revenues generated in the amount of HRK 150,476,677.41 rose by 16.63% as a consequence of the rise in do-
mestic sales revenue and financial revenues and also the acquisition of the Commercial-shopping center City Galleria.
The operating revenues were generated in the amount of HRK 149,515,545.23 with a significant growth in operating
revenues from the camping sector by 9% and other profit centers which include the revenues from City Galleria and
the revenues from the destination management company/DMC llirija Travel realized mainly in the pre-season and the
post-season. Revenues from the hotel sector increased by 8%, while the revenues from the nautics increased by 2%
compared to those in the previous fiscal year.

In addition to the growth in total and operating revenues, the key indicators of operating profitability increased despite
the rise in total expenses, the change in the value added tax (VAT) rate, which increased from 13% to 25% for hos-
pitality services and the amendment to the Corporate Income Tax Act and abolishing tax relief on the grounds of the
reinvested profit, which affected the company’s net profit.

+10.12% *

Profit

generated in the amount of HRK
34,402,224.34 with a rise by HRK
3,161,42754 (2016: HRK 31,240,796.80)

+ 8.20% *

EBIT

realized in the amount of HRK 38,966,809.99
which is a rise by HRK 2,951,933.82
(2016: HRK 36,014,876.17)
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+11.30% ¢

EBITDA

amounts to HRK 50,113,710.90 with realized
growth by HRK 5,086,581.44 (2016: HRK
45,027,129.46)

+21.86% ¢

Dividend

HRK 6,016,640.00 paid out to shareholders or
HRK 20.00 per share or which rose by HRK
1,079,392.00 (2016: HRK 4,937,148.00)



Overview of financial results during the period from 01/01 to 31/12/2017 and comparison with the same period from 2015 to 2017:

REVENUES

OPERATING REVENUES 127.662.219,39 127.591.140,20 149.615.545.23

TOTAL REVENUES 128.146.488,63 129.019.007,31 150.476.677,41

EXPENSES

OPERATING EXPENSES 90.379.281,57 83.991.877,85 100.362.966,51

TOTAL EXPENSES 102.635.949,09 97.778.210.51 116.074.453,07




Graphical overview of the basic financial results from 2015 to 2017
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Revenues by activities:

Revenues from hotel sector amount to HRK 51,295,911.97 and are higher by 8% compared to those in the previ-
ous fiscal year as a consequence of a significant increase in demand during the high season and rise in physical and
financial turnover in the pre- and post-season.

Revenues from nautics amount to HRK 45,059,600.02 and are higher by 2% compared to those in 2016 as a
result of the growth in the revenue item of the contract-based berth with accessories, daily berth, parking, business
cooperation, boat show and nautical events.

Revenues from camping amount to HRK 29,822,950.45 and are higher by 9% compared to those in the fiscal
year 2016 and refer to the growth in revenues as a consequence of the total growth in operating results (arrivals and
overnight stays) and rise in revenues from the hospitality segment.

Revenues from other activities or the revenues from profit centers, including llirija Travel, hospitality, Arsenal and
event boat ,Nada" and Commercial-shopping center City Galleria were generated in the amount of HRK 23,337,082.79
and rose by 166.66% compared to the revenues generated in the year 2016.

GRANDTOTAL: Operating revenues by activities amount to HRK 149,515,5645.23 and rose by 17.18%.
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The achieved operating results in the tourism sector of the company together with the full and successful integration of the Commercial-shopping center City Galleria into the opera-
tional business contributed to the further growth of the fundamental financial ratios of the company, accompanied by the reduction of total liabilities. The total liabilities of the Company
as at 31st December 2017 amount to HRK 130,462,696.84 and are lower by HRK 7,039,663.71 or 5.12% as a result of decreased lending liabilities owed to financial institutions. At
the same time, the value of the assets and capital increased significantly as a result of successfully completed investments, which increased the value of assets by HRK 13,231,757.65
or 3.20% to the amount of HRK 426,417,926.08, while the capital increased by HRK 20,271,321.26 or 7.35% and it amounts to HRK 295,955,229.24.

CUMULATIVE COMPARATIVE OVERVIEW

of fundamental indicators on the position of assets, capital, liabilities and operating results of the Company as at as at 31/12/2017 for for the period from 2009 to 2017

TOTAL VALUE OF OPERATING ANNUAL
YEAR LIABILITIES CAPITAL ASSETS REVENUES PROFIT EBITDA PROFIT DIVIDEND
1 2 3 4 5 6 7 8 9

CACEUBMN 13046200084 29505522024 42641792608 1S4TOGTI4I 4915257872 SONSTION 344022243 601654000
DUECOCRMN 19750226055 27568390798 4131866853 12001900731 4350026235 4502712866 3124079600 493714800




Graphical overview of Cumulative comparative overview of fundamental indicators on the position of assets, capital, liabilities and operating results for the period from 2009 to 2017
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For the year 2017, the direct generated economic value amounted to HRK 150,476,677.41, which increased by 16.63% compared to that in the previous year, while the economic
value distributed to our stakeholders generated in the amount of HRK 113,026,346.47 increased by 26.3% or HRK 37,450,330.94 as a result of the growth in operating expenses,
the company’s decision to continuously improve the employee’s financial entitlements, the growth in the payment to capital providers, the goverment and the community investments
which resulted in a lower retained economic value achieved for the period in question in the amount of HRK 37,450,330.94 which is a decrease by 5.25%.

Direct, retained and distributed economic value on 31/12/2015, 2016 and 2017

DESCRIPTION 2015 2016 2017

Direct generated economic value 128.146.488,63 129.019.007,31 150.476.677,41

Retained economic value 30.049.278,12 39.525.221,92 37.450.330,94
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Impacts of llirija on community:

46%

Local
employees

95.53%

Suppliers
from RoC

2/3

Organized
tourism in
Biograd
na Moru

3 Indirect economic impacts of the company

The most significant indirect economic impacts of the company are seen primarily through the employment of the
local citizens from the city of Biograd na Moru, accounting for 46% of the total number of employees at the end of the
reporting period. Regarding the procurement, 95.563% of our suppliers come from the Republic of Croatia and in this
way we encourage the national economy and economy as a whole. As a leading tourism or economic system in the
city of Biograd na Moru, by developing our own offer and contents and by increasing the number in overnight stays, we
indirectly encourage the development of the tourist offer of the city, contribute to the recognizability and the competi-
tiveness of the destination, we generate the increased tourist consumption of other economic operators mainly in the
city of Biograd na Moru and also other destinations in which we do business.

Regarding the supported investments in infrastructure and services, we particularly emphasize the long-standing main-
tenance and development of the hotel beach in the very center of Biograd na Mory, situated in front of hotels of llirija
Resort, which is also used in a function as a public beach at the same time, since llirija d.d. successfully implements
the both functions on the maritime domain managed by it in an economic sense, since the hotel beach is also used
by all other visitors and city inhabitants in addition to our guests. With this investment we contribute to the adequate
development of the sea coast, since the main Croatian tourism product is the “sun and sea” in the high season (June
to August), which requires quality beach development. Concerning some other investments, we emphasize the invest-
ment in the educational institution or kindergarten “Biograd” by equipping and developing the sports room as well as
the contribution made to the Municipality of Polaca and the Utility Company Pola¢a d.o.o. in the procurement of bus
for the needs of the social life of the municipality (primary schools, kindergarten, cultural-artistic society, sports clubs
and utility services).

Since the opening of the Commercial-shopping center City Galleria, outdoor city marketplace “Relja” which is run by
Trznice Zadar d.o.0, a company owned by the City of Zadar, is located on the outdoor covered square of the center.
After more than thirty years of the city marketplace operating at the nearby Duke ViSeslav Square, in October of 2008,
the market was relocated to the covered spacious plateau of then newly built center City Galleria. In order to facilitate
the operations of the city marketplace, considering the previous outdoor working conditions and inadequate support-
ing facilities, more than 800 m? of sales area was provided on the covered square, accompanied by office space for
the market's business purposes, sanitary facilities for the use by vendors, and underground storage facility with easy
access to a freight elevator, provided for the sole use of marketplace vendors. Parking space was made available to the
market customers in the public garage of the center, with access to the marketplace by elevator, and with one hour of
parking free of charge. The marketplace offer is available to citizens throughout the whole year, all weekdays during
the morning hours, with accompanying facilities such as a fish market, butcher shops, bakeries and other delicacy
products in the indoor marketplace of the shopping center. The significance of this location for business activities of
local farmers, as well as citizens themselves is reflected in the fact that the marketplace “Relja” is the second largest
city market in Zadar with more than 3b regular vendors, and due to its importance to the local community, it operates
under favourable commercial conditions.
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+5%

Rise in average gross wage

+14%

Average gross wage higher in llirija on
average compared to the same business
activity

+1/.652%

The lowest gross wage in llirija compared
to the minimum wage in the RoC

4 Market presence

The employees’ average gross wage in the year 2017 amounted to HRK 7,598.00, which is a rise by 5% compared
to the average gross wage in 2016, which amounted to HRK 7,230.00. Compared to the average gross wage in the
Republic of Croatia in providing the accommodation services and food preparation and serving which amounts to HRK
6,685.00 of gross wage, the employees’ gross wage is higher by 14%. In 2017, the lowest gross wage paid in llirija was
higher by 17.82% than the minimum wage in the Republic of Croatia which according to the Minimum wage Regulation
Official Gazette 115/2016 amounts to HRK 3,276.00. The gross wage expenditure grew by 16% compared to that in
2016 in the reporting period.

The employees holding the same work positions have the same wage regardless of gender, age or any other form of
difference. According to the legal regulations, the company allocates and pays 20% from the employees’ gross wage
for all employees for the pension contribution, of which 15% to the pension fund of the Republic of Croatia and 5%
into the fund of the capitalized savings.

Data on average gross wage for the years 2017, 2016 and 2015 indicated in HRK

Average gross wage during the period from 2015 to 2017 Average gross wage
77700
7600 7598 8.0565
7598
7500 6.685
7400 7303
7200
7.100
7000
2015 2016 2017 llirija d.d. Activity of provid- The Republic
ing the service of of Croatia*

accommodation
and preparation and

*Data of the State Bureau of Statistics - .
serving food
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Top management

L
Ate

12 persons

67%

women

100%

from local
and regional
community

The top management of the Company composed of the Management Board, managers of the sectors and heads of
corporate departments includes 12 persons with special powers, of whom 67% of them are the women. All of them
come from the local and regional community or from the region of the city Biograd na Moru and towns and municipal-
ities of the Zadar County. 67% of employees of the top management are the employees aged from 30 to 50.

Top management employees by gender and age group Top management employees accord-
ing to the permanent residence

8
7 7
6
5
4 Biograd na
3 3 Moru
42%
2
i 1 1
0 0 Sv. Filip i
0 Jakov
Up to the From 30  Above the 25%
age of 30 to B0 age 60

All members of the Supervisory Board, a total of five of them, and the Management Board, composed of one member,
are men out of whom five of them are in the age group over 50, while one member of the Supervisory Board is in the
age group from 30 to 50.
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Overview of donations by areas for the year 2017 5 Corporate philanthropy and destination development

The Management defines, implements and designs the entire process of corporate philanthropy, which includes dona-
tions and sponsorships for a specific fiscal year, guided by the principles of responsibility of the company as a leading
economic operator in the city of Biograd na Moru. In addition to the Management Board, the corporate communica-
tions and public relations manager as well as the marketing manager and, where appropriate, other corporate depart-
ments are involved in the process of implementing and designing thereof.

27% 23%

Corporate philanthropy is conducted in three ways:

8% = By initiating or participating in the donation/sponsorship process for specific social projects together with other
20% community members such as business operators mainly from the Zadar County, business partners, regional and
10% local self-government units, associations and institutions,
12% = By continuous donating to various associations, sports clubs, educational institutions, religious institutions,
B Society B Cutture individuals, young people, culture with an emphasis placed on conservation and reconstruction of cultural
. _ . and historical heritage etc. primarily based on the assessment of their significance and influence on the long-
B Humanitarian program Science-education

term community development, degree of innovation, care for conservation and protection of the environment,
Health Sport contribution to education, promotion and preservation of the culture and tradition of this region and the influence
on children and young people, and

= By donating/sponsoring in response to the current need of the community i.e. through the so called ad hoc
Overview of donations by areas for the period donations/sponsorships.
from 2015 - 2017

In addition to financial donations, there is a significant share in donations in services that arise from our activities such

90.000,00 as providing accommodation (hotels, camp, marinas), assigning our capacities (conference rooms, hospitality facili-

80.000,00 . ) . . . L . .
70.000.00 ties), food and beverage services and transfer services. In the reporting period, llirija made donation and sponsorship
60.000:00 through the system of corporate philanthropy in the total amount of HRK 572,782.00 * as financial donations/spon-
50.000,00 sorships and in services, where the share of donations and sponsorships was evenly distributed.
40.000,00
30.000,00
20.000.00 *The data differs from the data presented in Table Direct, distributed and retained economic value in the item Community investments that includes
10 OOO’OO J ‘ only financial donations and sponsorships
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Overview of sponsorships by areas for the period from 2015 -2017
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Overview of sponsorships by areas in 2017
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In 2017, a total of 86 projects were supported, including individual applications filed by natural persons and associa-
tions in six different areas (culture, science-education, health, sports, society and humanitarian program), of which 61
projects through donation activities and 25 projects through sponsorships. During the period from 20156 to 2017, a total

Corporate philanthropy in 2017 of 241 activities were supported in a form of projects, individual applications and applications by associations whose
value total to HRK 1,293,107.29.

Z 86 activities, HRK 572,782.00 During this period, the company organized and/or supported numerous events of particular importance for the devel-
opment of the destination and its tourism offer, including the events of importance at the national level of which we
61 donations particularly emphasize:

25 sponsorships

= Bike & Wine — Ravni kotari tour
= Tuna, wine & sushi festival,
= 302nd Alka of Sinj
* Institute for Development and Innovation of Young People - Project STEM Revolution
Corporate philanthropy from 2015 - 2017 + World Cancer Day,
= Back-to-school project,
= Croatia’s national team in Australian footballl,
Z 241 activities, HRK 1,293,107.29 . Skraping International Trekking Race 2017,
= Basket Tour - Street Basketball Tournament,

= Zadar Dance Festival,

* Cultural and Historical Spectacle “XI. Days of Vrana’'s Knights *

* Flower Festival of the Zadar County,

= Cultural Artistic Societies in Promoting Culture, Customs and Traditions of the Zadar Region,
= Puppet Theater Zadar,

= The Homeland Museum of the City of Biograd, and

* A number of cultural, artistic and entertainment events.
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We cooperate with a number of associations that maintain their projects and activities and present them to users in
our facilities. In 2017, we co-operated with the following international and domestic humanitarian organizations and
associations:

= UNICEF
= Center for Education, Counseling and Humanitarian Action “Krugovi” /Circles/

= Association for equine assisted therapy and Rehabilitation of Children with Developmental Disabilities and Persons with
Disabilities “Don Kihot"

* Humanitarian Association “Put” Zadar

= Zadar Cancer League

= Croatian Leukemia and Lymphoma Society
= “Antonijo Jurjevi¢" Humanitarian Association

= The Association for the Blind and Visually Impaired

We also carry out long-standing collaboration with the Zadar Public Health Institute through a successful public health
campaign of commemorating World Cancer Day, presenting three national programs on that occasion (The National
Early Detection of Breast Cancer Program, The National Early Detection of Colon Cancer Program and The National
Early Detection of Cervical Cancer Program). These programs are implemented at the local level and initiated by the
Ministry of Health.

In addition, we have been conducting a ,Back-To-School* project as a part of the Commercial-Shopping Center City
Galleria’'s marketing activities in the month of September through cooperation with a great number of local sports clubs
and associations with an aim to promote sports and physical activities in children. In 2017, we sponsored three associ-
ations and clubs (the “Gesta” Dance Association, “Zadar 08" Tennis Club and the “Loptica” Sports Recreation Society),
who presented their activities in the facility, demonstrated their respective programs, conducted demonstrations of ex-
ercises and training, and acquainted visitors with the possibilities for the enrollment of children of school and preschool
age, as well as with other benefits of joining group sports activities for children.
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Contribution to the development and recognizability of the destinations

We particularly emphasize the contribution to the development of the destination and their recognizability by organizing
the events and offer of contents and programs in their own organization and their own facilities and capacities:

Biograd Boat Show - the leading international autumn boat show in Croatia and the wider region and the central
place for getting all segments of the Croatian nautical industry and tourism together. It contributes to the development
and recognizability of the Croatian nautical industry and tourism, whose start up some nineteen years ago extended
the tourist season in Biograd na Moru till the end of October.

Bike&Wine - Ravni kotari tour - events initiated and organized by llirija in cooperation with the local tourist board,
where the unforgettable landscapes, heritage of the rural parts of the Zadar County and the most famous wineries
of the wider region are connected on a 25 km long tour through Ravni Kotari. This thematic bike tour introduces its
participants to the indigenous values of this area, its tradition, history and gastronomy.

Aquatic Center - has a significant role to play in developing the destination of Biograd na Moru with its rich musical,
sports and entertainment facilities. Daily and evening entertainment programs take place on a daily basis and these
are either Dalmatian feasts where you can sense the lifestyle of this region and hear the original Dalmatian music or
concert performances given by famous Croatian musicians.

In addition, the Aquatic Center is a place for holding sports activities such as the swimming marathon, swimming
schools guided by expert educators on a daily basis, allowing the youngest to acquire new knowledge and experience,
and the place where water polo games are held, thus contributing to the development of another type of tourism-
sports tourism in the destination.

Additional value for the development of the destination is given by the company’s animators who enhance the level of
tourist services, so that guests can enjoy the activities inside and outside of the swimming pool every day. Along with
the animation contents at the Aquatic Center, there are events organized by local associations such as the Summer
Carnival and the Biograd Summer Games that take place.
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