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RESPONSIBILITIES OF THE MANAGEMENT
AND SUPERVISORY BOARD

FOR THE PREPARATION AND APPROVAL OF THE ANNUAL FINANCIAL STATEMENTS

The Management Board is required to prepare financial statements for each financial year which give a true
and fair view of the financial position of the Group and of the results of their operations and cash flows, in
accordance with applicable accounting standards, and is responsible for maintaining proper accounting
records to enable the preparation of such financial statements at any time. It has a general responsibility for
taking such steps as are reasonably available to it to safeguard the assets of the Group and to prevent and
detect fraud and other irregularities.

The Management Board is responsible for selecting suitable accounting policies to conform with applicable
accounting standards and then apply them consistently; make judgements and estimates that are reasonable
and prudent; and prepare the financial statements on a going concern basis unless it is inappropriate to
presume that the Group will continue in business. In relation to going concern the Group believes it will have
continued financial support from its parent comany Zagrebacka bankad.d..

The Management Board is responsible for the submission to the Supervisory Board of its annual report on the
Group and the Company including the annual financial statements, following which the Supervisory Board is
required to approve the annual financial statements for submission to the General Assembly of Shareholders
for adoption.

The financial statements set out on pages 4 to 33 were authorised by the Management Board on 3 March 2008
for issue to the Supervisory Board and are signed below to signify this.

President of the Management Board
Gordana Tomici¢
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INDEPENDENT AUDITORS’ REPORT TO THE
SHAREHOLDERS OF ISTRATURIST UMAC D.D.

We have audited the consolidated financial statements of Istraturist Umag d.d. Group (“the Group”), and the
accompanying unconsolidated financial statements of Istraturist Umag d.d. ("the Company”’) which comprise the
balance sheets as at 31 December 2007, and the income statements, statements of changes in equity and cash flow
statements for the year then ended, and a summary of significant accounting policies and other explanatory notes.

Management s Responsibility for the Financial Statements

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

Auditors’Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit
in accordance with International Standards on Auditing. Those standards require that we comply with relevant
ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements
are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on our judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, we
consider internal control relevant to the entity’s preparation and fair presentation of the financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting principles used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
Opinion
In our opinion, the financial statements give a true and fair view of the financial position of the Group and of the

Company as at 31 December 2007, and of their performance and their cash flows for the year then ended in
accordance with International Financial Reporting Standards.

r St s
W e 3 March 2008.
-+

d For and on behalf of
KPMG Croatia d.o.o. za reviziju KPMG Croatia d.o.o. za reviziju:
Croatian Certified Auditors

Eurotower, 17th floor ﬁm ‘“’y‘f’j
Ivana Lucica 2a ﬂ{‘ a "?"T on¥ 1lijani¢
10000 Zagreb Director, Croatian (ertified Auditor
Croatia
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Istraturist Umag d.d.

INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2007

Consolidated Group Parent Company

In HRK thousand Note 2007 2006 2007 2006
Operating revenue

Sales revenue 4 343.735 309.687 333.371 299.894
Other operating income 3 13.304 13.707 13.787 11.945
Total operating income 357.039 323.394 347.158 311.839
Operating costs

Raw material, consumables and services used 6 136.229 126.989 128.597 117.955
Personnel expenses 7 97.637 86.742 96.487 85.752
Depreciation and amortisation 13 43.126 37.863 43.000 37.768
Other operating expenses 8 25.284 20.190 24.964 19.628
Total operating costs 302.276 271.784 293.048 261.103
Operating profit 54.763 51.610 54.110 50.736
Financial income 9 8.017 11.644 7.992 11.619
Financial expense 9 (19.860) (19.730) (19.804) (19.685)
Net financial expense (11.843) (8.086) (11.812) (8.066)
Profit before tax 42.920 43.524 42.298 42.670
Income tax expense 10 (10.237) (9.615) (10.078) (9.385)
Profit for the year 32.683 33.909 32.220 33.285
Earnings per share (in HRK) 11 6,99 7,25 6,89 7,12

The notes set out on pages 55 to 82 form part of these financial statements.
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Istraturist Umag d.d.
BALANCE SHEET AS AT 31 DECEMBER 2007

Consolidated Group Parent Company
In HRK thousand Note 2007 2006 2007 2006
ASSETS
Non-current assets
Property, plant and equipment 13 1.164.953 1.058.320 1.163.759  1.057.507
Intangible assets 13 1.596 1.256 1.562 1.218
Loans and receivables 14 566 399 566 399
Investment in subsidiary - - 37 37
Deferred tax assets 15 24.875 30.861 24.875 30.861
Total non-current assets 1.191.990 1.090.836 1.190.799  1.090.022
Current assets
Inventories 16 17.091 15.050 16.850 14.880
Trade and other receivables 17 18.225 12.389 16.729 11.258
Other financial assets 18 18.054 12.409 20.643 13.179
Cash and cash equivalents 19 1.601 2.244 1.360 2.055
Total current assets 54.971 42.092 55.582 41.372
TOTAL ASSETS 1.246.961 1.132.928 1.246.381 1.131.394
EQUITY AND LIABILITIES
Equity
Share capital 23 467.500 467.500 467.500 467.500
Treasury shares - (368) - (368)
Legal reserves 23 23.375 23.375 23.375 23.375
Retained earnings 203.741 192.376 203.160 192.258
Total shareholders equity 694.616 682.883 694.035 682.765
Liabilities
Non-current liabilities
Loans and borrowings 21 225.750 280.370 225.750 280.370
Trade and other payables 20 - - - -
Total non-current liabilities 225.750 280.370 225.750 280.370
Current liabilities
Loans and borrowings 21 259.615 114.453 259.615 114.453
Trade and other payables 20 58.831 53.749 58.801 52.484
Income tax liability 20 4.010 220 4.041 69
Provisions 22 4.139 1.253 4.139 1.253
Total current liabilities 326.595 169.675 326.596 168.259
Total liabilities 552.345 450.045 552.346 448.629
TOTAL EQUITY AND LIABILITIES 1.246.961 1.132.928 1.246.381 1.131.394

The notes set out on pages 55 to 82 form part of these financial statements.
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Istraturist Umag d.d.

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2007

Consolidated Group
I R s S el Ty Rl g
Balance at 1 January 2006 467.500 23.375 - 183.244 674.119
Dividend for 2005 (Note 12) - - - (24.777) (24.777)
Purchase of own shares - - (368) - (368)
Profit for the year - - - 33.909 33.909
Balance at 31 December 2006 467.500 23.375 (368) 192.376 682.883
Dividend for 2006 (Note 12) - - - (21.318) (21.318)
Purchase of own shares - - 368 - 368
Profit for the year - - - 32.683 32.683
Balance at 31 December 2007 467.500 23.375 - 203.741 694.616
Parent Company

Share Legal Treasury ~ Retained Total
In HRK thousand capital reserves shares earnings
Balance at 1 January 2006 467.500 23.375 - 183.750 674.625
Dividend for 2005 (Note 12) - - - (24.777) (24.777)
Purchase of own shares - - (368) - (368)
Profit for the year - - - 33.285 33.285
Balance at 31 December 2006 467.500 23.375 (368) 192.258 682.765
Dividend for 2006 (Note 12) - - - (21.318) (21.318)
Purchase of own shares - - 368 - 368
Profit for the year - - - 32.220 32.220
Balance at 31 December 2007 467.500 23.375 - 203.160 694.035

The notes set out on pages 55 to 82 form part of these financial statements.
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Istraturist Umag d.d.

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2007

Consolidated Group Parent Company

In HRK thousand Note 2007 2006 2007 2006
Cash flow from operating activities:

Profit before tax 42.920 43.524 42.298 42.670
Adjustment for:

Depreciation 42.684 37.458 42.562 37.365
Amortisation 442 405 438 403
Write off of property, plant and equipment 404 200 404 196
Write off of miscellaneous inventory 6.994 6.407 7.065 6.378
Impairment loss on receivables 1.422 282 1.421 106
Recovery of impaired receivables (46) 3D (46) (31
Change in provision 2.886 633 2.886 633
Fair value gains on financial assets 426 317) 426 317)
Dividend income (102) (128) (102) (128)
Interest income (188) (184) (186) (183)
Interest expense 18.507 12.300 18.506 12.299
Foreign exchange gains (2.538) (1.443) (2.538) (1.443)
Operating profit before working capital changes 113.811 99.106 113.134 97.948
Change in trade and other receivables (11.190) 783  (12.6006) 2.257
Change in trade and other payables (1.517) 5.062 (281) 4.203
Change in inventories (464) (353) (464) (354)
Cash generated from operations 100.640  104.598 99.783  104.054
Interest paid (19.383) (11.479) (19.383) (11.478)
Income tax paid (461) (79) (120) -
Cash flow from operating activities 80.796 93.040 80.280 92.576
Cash flow from investing activities

Acquisition of property, plant and equipment (142.246) (199.943) (141.743) (199.788)
Acquisition of intangible assets (782) (493) (782) (453)
Acquisition of miscellaneous inventory (8.571) (8.354) (8.571) (8.238)
Interest received 188 184 186 183
Dividends received 102 128 102 128
Acquisition of other investments (11.249) (9.808) (11.249) (9.808)
Acquisition of treasury shares 368 (368) 368 (368)
Proceeds from sale of investments 8.989 - 8.952 -
Cash flow from investing activities (153.201) (218.654) (152.737) (218.344)
Cash flow from financing activities

Proceeds from loans and borrowings 319.598  260.210 319.598  260.210
Repayment of loans and borrowings (226.576) (108.462) (226.576) (108.462)
Dividends paid (21.260) (24.593) (21.260) (24.593)
Cash flow from financing activities 71.762  127.155 71.762  127.155
Net increase/(decrease) in cash and cash equivalents (643) 1.541 (695) 1.387
Cash and cash equivalents at the beginning of the year 2.244 703 2.055 668
Cash and cash equivalents at the end of the year 19 1.601 2.244 1.360 2.055

The notes set out on pages 55 to 82 form part of these financial statements.
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Istraturist Umag d.d.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

NOTE 1 - GENERAL INFORMATION

Istraturist Umag d.d. is a joint stock company registered and domiciled in Umag, Croatia. These financial
statements present together the consolidated Group and unconsolidated parent Company.

The Istraturist Group (“Group”) comprises Istraturist Umag (the “Parent Company” or “Company”), a joint
stock company for catering and tourism and its 100% owned subsidiary Istra Golf, a limited liability
company which organizes the annual ATP tennis tournament in Umag.

According to the laws of the Republic of Croatia and with the approval of the Croatian Privatisation

Fund, the Company was transformed from state ownership into a joint stock company in the year 1993. The
Company and its subsidiary are registered at the Commercial Court in Rijeka.

The Istraturist Group is controlled by Zagrebacka banka d.d., Zagreb. The ownership structure as at 31

December 2007 is disclosed in note 26. The Company shares are listed on primary listing of Zagreb Stock
Exchange. The ultimate parent company is UniCredito Italiano S.p.A..

NOTE 2 - BASIS OF PREPARATION

a) Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”).

The financial statements were approved by the Management Board on 3 March 2008.

b) Basis of measurement

The consolidated financial statements have been prepared on the historical cost basis except for the
following:

* Financial instruments at fair value through profit or loss are measured at fair value.
* Loans and receivables are valued at amortised cost, less any impairment losses.
¢ Other financial liabilities are valued at amortised cost.

c) Functional and presentation currency

These financial statements are presented in the Croatian currency, Kuna (HRK), which is also the functional
currency, rounded to the nearest thousand. The exchange rate as at 31 December 2007 was HRK 7.325131
to EUR 1 (2006: HRK 7.3451).

d) Going concern

The financial statements have been prepared under the assumption that the Group will continue to operate as a
going concern. In view of the Group’s net current liabilities, the Group is in the process of negotiations with the
banks, relating to refinancing of existing loans. Refinancing contract is expected to be signed at the end of March.
The Group and the Company believe that they have financial support of the parent company, which is the
majority shareholder and its related parties are also major creditors of the Group (as disclosed innote 21).
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Istraturist Umag d.d.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

NOTE 3 -SIGNIFICANTACCOUNTING POLICIES

a) Basis of consolidation

Subsidiaries are entities controlled by the Group. Control exists when the Group has the power to govern the
financial and operating policies of an entity so as to obtain benefits from its activities. In assessing control,
potential voting rights that presently are exercisable are taken into account. The financial statements of
subsidiaries are included in the consolidated financial statements from the date that control commences until the
date that control ceases.

b) Transakcije eliminirane u konsolidaciji

Intragroup balances, and any unrealised income and expenses arising from intra-group transactions, are
eliminated in preparing the consolidated financial statements. Unrealised losses are eliminated in the same way
as unrealised gains, but only to the extent that there is no evidence of impairment.

c) Foreign currency

Transactions in foreign currencies are translated into Kuna at exchange rates at the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are translated into
Kuna at the foreign exchange rate ruling at that date.

The foreign currency gain or loss on monetary items is the difference between amortised cost in the functional
currency at the beginning of the period, adjusted for effective interest and payments during the period, and the
amortised cost in foreign currency translated at the exchange rate at the end of the period.

Non-monetary assets and liabilities denominated in foreign currencies, which are stated at fair value, are
translated into Kuna at foreign exchange rates ruling at the dates the values were determined. The foreign

currency gain or loss is recognized in profit or loss.

d) Financial instruments

Classification, recognition and measuring

The Group classifies its financial instruments in the following categories: loans and other receivables, assets and
liabilities at fair value through profit or loss and other financial liabilities. The classification depends on the
purpose for which the financial assets were acquired. Management determines the classification of its financial
assets at initial recognition and re-evaluates this at every reporting date. Financial instruments at fair value
through profit or loss are classified in this category only trough initial recognition and they are not re-classified
from to another category. Transaction costs are included in the consideration given for financial instruments,
except transaction costs of financial assets at fair value which are expensed in the income statement.

A financial instrument is recognized if the Group or the Company becomes a party to the contractual provisions
ofthe instrument.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. These assets are classified as current assets if they are expected to be realized within
12 months of the balance sheet date. Loans and receivables are classified as ,,debtors and other receivables®,
,,Joans and receivables and ,,other loans and receivables® in Note ,,Other financial investments® and ,,Bank
deposits“in balance sheet.

Loans and receivables are recognized in balance sheet as at date of transfer to Group or the Company.
Loans and receivables are initially recognized at fair value and subsequently are carried at amortised cost less
impairment losses. Amortised cost is calculated using the effective interest rate method. Premiums and

discounts, including initial transaction costs are included in the carrying amount of the related instrument and
amortised based on the effective interest rate of the instrument.
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Istraturist Umag d.d.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

NOTE 3 -SIGNIFICANTACCOUNTING POLICIES (CONTINUED)

d) Financial instruments (continued)

Financial assets and liabilities at fair value through profit or loss represent financial assets and liabilities that
have quoted market price and fair value can be reliably measured, acquired for trading and those designated by
management at fair value through profit or loss at inception. Assets are designated at fair value through profit or
loss if the Group and the Company manages such assets and makes purchase and sale decisions based on their
fair value. These assets and liabilities are classified as current, and in the balance sheet they include investments
into open investment funds, investments in Ministry of Finance treasury shares and investments in shares
disclosed in Note “Other financial assets” and the fair value of derivative financial instruments positive fair
value is disclosed in note “Other financial assets” and negative in note “Trade and other payables”. Financial
assets and liabilities at fair value through profit or loss are recognised in the balance sheet on the settlement date
and are measured at closing bid prices.

Derivative financial instruments include forward contracts denominated in foreign currency that are, in
accordance with IFRS 39, classified as financial asset held for sale. Derivative financial instruments are
recognized in balance sheet at fair value. The fair value of forward exchange contract is its quoted market price
or trough price models, if it is applicable. All derivative instruments are recognized in balance sheet as assets
when their fair value is positive and as liability when their value is negative. These derivatives do not qualify for
hedge accounting as defined under special requirements of IAS 39 and are accounted for as trading instruments
at fair value through profit or loss, and changes therein are recognised in profit or loss.

Cash and cash equivalents, for the purposes of preparing of balance sheet and statement of cash flow, are
comprised petty cash, bank accounts and call deposits.

Other financial liabilities are recognized initially at fair value, and and are carried at amortized cost and are
recognized as at date of transfer to Group. Other financial liabilities include loans, creditors and other liabilities.

Gain or loss on re-measurement

Gains and losses arising on subsequent measurement to fair value of financial assets and liabilities at fair value
through profit or loss is recognized income statement in period in which such gain or loss occurs.

Impairment of loans and receivables

A financial asset is considered to be impaired if objective evidence indicates that one or more events have had a
negative effect on the estimated future cash flows ofthat asset.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference
between its carrying amount, and the present value of the estimated future cash flows discounted at the original

effective interest rate.

Individually significant financial assets are tested for impairment on a individual basis. The remaining financial
assets are assessed collectively in groups that share similar credit risk characteristics.

All impairments are recognized in profit or loss.
An impairment loss is reversed if the reversal can be related objectively to an event occurring after the

impairment loss was recognised. An impairment loss in respect of a financial asset measured at amortized cost is
recognized in profit or loss.
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Istraturist Umag d.d.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

NOTE 3 -SIGNIFICANTACCOUNTING POLICIES (continued)

d) Financial instruments (continued)

Derecogntion

Financial assets are derecognised if the Group’s contractual rights from the financial assets are realized, expired
or transferred to another party. Loans and receivables are derecognized when Group transfers its rights to another
party. Financial assets at fair value through profit or loss are derecognized on the settlement date. Financial
liabilities are derecognised when the obligation specified in the contract is discharged, cancelled or has expired.

e) Share capital

Ordinary shares

Incremental costs directly attributable to issue of ordinary shares are recognised as a deduction from equity.
Repurchase of share capital

When share capital recognised as equity is repurchased, the amount of the consideration paid, including directly

attributable costs, is recognised as a deduction from equity. Repurchased shares are classified as treasury shares
and are presented as a deduction from total equity and reserves.

f) Property, plant and equipment

Items of property, plant and equipment are stated at cost or deemed cost less accumulated depreciation and
impairment losses as per note 3(h). Cost includes all direct costs attributable to bringing the asset to working
condition for its intended use, including the proportion of the related borrowing costs for property, plant and
equipment incurred during the period of their construction.

Borrowing costs in relation to borrowings, that are directly attributable to the acquisition, construction or
production of a qualifying asset are capitalised as part of the cost of that asset, net of any interest earned on those
borrowings. Qualifying assets are assets which take a substantial period of time to get ready for their intended
use or sale.

Depreciation is calculated on a straight-line basis over the estimated useful lives of each part of an item of
property, plant and equipment.

The average estimated useful lives are as follows:

2007 2006
Buildings 35 years 35 years
Plantand equipment 4-20 years 4-20 years

Freehold land and assets under construction are not depreciated since they have indefinite useful lives.

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

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

NOTE 3 -SIGNIFICANTACCOUNTING POLICIES (continued)

g) Intangible assets

Intangible assets comprise software and are presented at cost less accumulated amortisation and impairment
losses. Amortisation is charged to income statement on a straight line basis over the estimated useful life. The
estimated useful life is 5 years.

h) Impairment of the non-financial assets

The carrying amounts of the Group’s non-financial assets, other than, inventories and deferred tax assets, are
reviewed at each reporting date to determine whether there is any indication of impairment. If any such
indication exists then the asset’s recoverable amount is estimated.

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its
recoverable amount. A cash-generating unit is the smallest identifiable asset group that generates cash flows that
largely are independent from other assets and groups. Impairment losses are recognised in profit or loss.
Impairment losses recognised in respect of cash-generating units are allocated first to reduce the carrying amount
of any goodwill allocated to the units and then to reduce the carrying amount of the other assets in the unit (group
of units) on a pro rata basis.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less
costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to
the asset.

Impairment losses recognised in prior periods are assessed at each reporting date for any indications that the loss
has decreased or no longer exists. An impairment loss is reversed if there has been a change in the estimates used
to determine the recoverable amount. An impairment loss is reversed only to the extent that the asset’s carrying
amount does not exceed the carrying amount that would have been determined, net of depreciation or
amortisation, if no impairment loss had been recognised.

i) Leases

Assets leased to others are included in the balance sheet under “Property, plant and equipment”. Assets are
depreciated on a straight-line basis over their expected useful lives on a basis consistent with similar owned
property and equipment. Rental income is recognised over the lease term.

j) Inventories

Inventories of raw materials and consumable goods are stated at the lower of cost or net realisable value. Net
realisable value is the estimated selling price in the ordinary course of business less the estimated costs of
completion and selling expenses. Inventories are valued based on purchase price, using the weighted average
costs principle.

Small miscellaneous inventory is stated at cost less accumulated depreciation and impairment as per note 3(h).
Depreciation is charged to the income statement on a straight-line basis over the estimated useful lives of
inventories.

ANNUAL REPORT 59




Istraturist Umag d.d.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

NOTE 3 -SIGNIFICANT ACCOUNTING POLICIES (continued)

1)) Inventories (continued)

The estimated useful life of small miscellaneous inventory is as follows:

2007 2006
Glassware and cutlery 2 years 2 years
Porcelain, kitchen appliances and linens 3 years 3 years
Curtains and blankets 5 years 5 years
Other small inventory 5 years 5 years

Other miscellaneous inventories (goods for resale) are stated at the lower of purchase price or net realisable
value using the FIFO method (first in, first out).

k) Employee entitlements

(i) Defined contribution pension funds contributions

Obligations for defined contributions to pension funds are recognised as an expense in the income statement
when incurred.

(ii) Bonus plans
A liability for employee benefits is recognised in provisions based on the Group’s and Company’s formal plan
and when past practice has created a valid expectation by the Management Board/key employees that they will

receive a bonus and the amount can be determined before the time of issuing the financial statements.

Liabilities for bonus plans are expected to be settled within 12 months of the balance sheet date and are measured
at the amounts expected to be paid when they are settled.

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related
service is provided.

Aprovision is recognised for the amount expected to be paid under short-term cash bonus or profit-sharing plans
if the Group has a present legal or constructive obligation to pay this amount as a result of past service provided
by the employee and the obligation can be estimated reliably.

1) Taxation

Corporate income taxes are computed on the basis of reported income under Croatian laws and regulations.
Income tax on the profit or loss for the year comprises current and deferred tax. Income tax is recognised in the
income statement except to the extent that it relates to items recognised directly to equity, in which case it is
recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially
enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided using the balance sheet liability method, providing for temporary differences between
the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. The following temporary differences are not provided for: the initial recognition of assets or liabilities
that affect neither accounting nor taxable profit, and differences relating to investments in subsidiaries to the
extent that they will probably not reverse in the foreseeable future. The amount of deferred tax provided is based
on the expected manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates
enacted or substantially enacted at the balance sheet date.
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Istraturist Umag d.d.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

NOTE 3 -SIGNIFICANTACCOUNTING POLICIES (continued)

1) Taxation (continued)

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available
against which the asset can be utilised. Deferred tax assets are reduced to the extent that it is no longer probable
that the related tax benefit will be realised.

m) Dividend distribution

Dividend distribution to the Group’s and Company’s shareholders are recognised as a liability in the Group’s
financial statements in the period in which the dividends are approved by the Group’s shareholders.

n) Provisions

A provision is recognised when the Group or the Company has a present legal or constructive obligation as a
result of a past event, it is probable that an outflow of resources will be required to settle the obligation, and a
reliable estimate of the amount can be made. Provisions are determined by discounting the expected future cash
flows at a pre-tax rate that reflects current market assessments of the time value of money and, where
appropriate, the risks specific to the liability. Where the Group or the Company expects a provision to be
reimbursed, the reimbursement is recognised as a separate asset but only when the reimbursement is virtually
certain.

0) Revenue recognition

Revenue from services is recognised in the period in which services are provided in proportion to the stage of
completion of the transaction at the balance sheet date. Revenue from the sale of goods is recognised in the
income statement when the significant risks and rewards of ownership are transferred to the buyer. Revenues are
stated net of taxes, discounts and volume rebates. Provisions for rebates to customers are recognised in the same
period that the related sales are recorded, based on contract terms.

pP) Financial income and expenses

Financial income comprises interest income on funds invested, dividend income, changes in the fair value of
financial assets at fair value through profit or loss, foreign currency gains, and gains on hedging instruments that
arerecognised in profit or loss.

Interest income is recognised as it accrues, using the effective interest method. Dividend income is recognised
on the date that the Group’s right to receive payment is established, which in the case of quoted securities is the
ex-dividend date.

Finance expenses comprise interest expense on borrowings, foreign currency losses, changes in the fair value of
financial assets at fair value through profit or loss, impairment losses recognised on financial assets, and losses
on hedging instruments that are recognised in profit or loss.

q) Segment reporting

A segment is a distinguishable component of the Group that is engaged either in providing products or services
(business segment), or in providing products or services within a particular economic environment
(geographical segment), which is subject to risks and rewards that are different from those of other segments.
The Group’s current operation is in the segment of tourism (business segment) and its operations, and the
majority of its assets are located in Croatia (geographical segment). Hence, segment reporting is not considered
relevant.
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NOTE 3 -SIGNIFICANTACCOUNTING POLICIES (continued)

r)

New standards and interpretations not yet adopted

A number of new standards, amendments to standards and interpretations are not yet effective for the year ended
31 December 2007, and have not been applied in preparing these financial statements.
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* IFRS 8, Operating Segments (effective from 1 January 2009) introduces the “management approach” to
segment reporting. The Standard requires segment disclosure based on the components of the entity that
management monitors in making decisions about operating matters. Operating segments are components
of an entity about which separate financial information is available that is evaluated regularly by the chief
operating decision maker in deciding how to allocate resources and in assessing performance.
Management is currently assessing the impact of IFRIC 8, which becomes mandatory for the 2009
financial statements.

Revised IAS 23 Borrowing Costs removes the option to expense borrowing costs and requires that an
entity capitalise borrowing costs directly attributable to the acquisition, construction or production of a
qualifying asset as part of the cost of that asset. The revised IAS 23 will become mandatory for the
Group’s 2009 financial statements and will constitute a change in accounting policy for the Group. In
accordance with the transitional provisions the Company will apply the revised IAS 23 to qualifying
assets for which capitalisation of borrowing costs commences on or after the effective date. The Group
hasnot yet determined the impact of the new standard.

IFRIC 11, IFRS 2 — Group and Treasury Share Transactions. The Interpretation requires a share-based
payment arrangement in which an entity receives goods or services as consideration for its own equity-
instruments to be accounted for as an equity-settled share-based payment transaction, regardless of how
the equity instruments needed are obtained. It also provides guidance on whether share-based payment
arrangements, in which suppliers of goods or services of an entity are provided with equity instruments of
the entity’s parent, should be accounted for as cash-settled or equity-settled in the entity’s financial
statements. IFRIC 11 will become mandatory for the Group’s 2008 financial statements, with
retrospective application required. The Group has not yet determined the potential impact of the new
Interpretation.

IFRIC 12, Service Concession Arrangements. The Interpretation provides guidance to private sector
entities on certain recognition and measurement issues that arise in accounting for public-to-private
service concession arrangements. IFRIC 12 will become mandatory for the Group’s 2008 financial
statements, with retrospective application required. IFRIC 12 is not expected to have any impact on the
financial statements.

IFRIC 13, Customer Loyalty Programmes addresses the accounting by entities that operate, or otherwise
participate in, customer loyalty programmes for their customers. It relates to customer loyalty
programmes under which the customer can redeem credits for awards such as free or discounted goods or
services. IFRIC 13, which becomes mandatory for the Group’s 2009 financial statements, is not
expected to have significant impact on the financial statements.

IFRIC 14 IAS 19 — The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their
Interaction clarifies when refunds or reductions in future contributions in relation to defined benefit asset
should be regarded as available and provides guidance on the impact of minimum funding requirements
(MFR) on such assets. Italso addresses when a MFR might give rise to a liability. IFRIC 14 will become
mandatory for the Group’s 2008 financial statements, with retrospective application required. IFRIC 14
isnot expected to have any impact on the financial statements.
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NOTE 4 - SALES REVENUE

Consolidated Group Parent Company
In HRK thousand 2007 2006 2007 2006
Income from sale to domestic guests 86.278 75.443 76.018 66.042
Income from sale to foreign guests 257.457 234.244 257.353 233.852
343.735 309.687 333.371 299.894
NOTE 5 - OTHER OPERATING INCOME

Consolidated Group Parent Company

In HRK thousand 2007 2006 2007 2006
Rental income 6.045 6.545 7.035 6.455
Sponsorships 522 1.525 - -
Sale of materials 2.324 1.501 2.324 1.501
Insurance recoveries 1.400 774 1.400 774
Recovery of impairment losses (Note 24) 46 31 46 31
Income from release reservation (Note 22) 656 74 656 74
Other income 2.311 3.257 2.326 3.110
13.304 13.707 13.787 11.945
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NOTE 6 - RAW MATERIALS, CONSUMABLES AND SERVICES USED

In HRK thousand Consolidated Group Parent Company
2007 2006 2007 2006

Raw materials and consumables
Raw materials and consumables 47.598 44,710 46.741 44.114
Energy, water and telephone 23.053 20.997 23.000 20.951
Spare parts and miscellaneous inventory 6.956 6.294 6.902 6.265
77.607 72.001 76.643 71.330

External services

Services of Sol Melia 21.273 18.927 21.273 18.927
Maintenance services 8.391 7.253 8.364 6.861
ATP services (tennis tournament) 2.141 4.068 - -
Utility services 4.422 3.758 4413 3.758
Advertising and promotion 4.002 3.539 2.118 2.473
Entertainment and music services 6.772 6.570 6.040 5.807
Security services 2.826 2.926 2.428 2.544
Student service 1.467 1.024 1.186 740
Donations 1.200 175 1.191 125
Lease expenses 1.835 1.654 1.046 1.213
Other services 4.293 5.094 3.895 4.177
58.622 54.988 51.954 46.625
136.229 126.989 128.597 117.955

The Group and the Company has appointed Sol Melia by contract as its representative in managing and operating
its properties and is obliged by contract to pay a basic monthly and quarterly incentive fee.

NOTE 7 - PERSONNEL EXPENSES

Consolidated Group Parent Company

In HRK thousand 2007 2006 2007 2006
Gross salaries 83.385 70.994 82.757 70.458
Other employee expenses 14.252 15.748 13.730 15.294
97.637 86.742 96.487 85.752

Other employee expenses include travel reimbursements, redundancy payments, anniversary awards,
temporarily contracted staff fees and author fees.

During 2007, the average number of employees in the Istraturist Group was 907 (2006. 842 employees) and in the
Company there were 904 employees (2006: 839 employees).

Consolidated Group Parent Company
In HRK thousand 2007 2006 2007 2006
Personnel expenses comprise of defined
pension contributions paid or payable into
obligatory pension plans 10.429 11.698 10.353 11.613

Contributions are calculated as a percentage of employee’s gross salaries (Gross I1).
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NOTE 8 — OTHER OPERATING EXPENSES

Consolidated Group Parent Company
In HRK thousand 2007 2006 2007 2006
Utility rates and taxes 8.450 8.166 8.441 8.156
Promotions and travel 2.591 2.749 2.383 2.389
Net book value of property, plant and equipment written of 405 199 403 187
Insurance premiums 2.748 2.499 2.743 2.495
Subscriptions and membership fees 1.735 1.634 1.733 1.633
Bank service charges 1.787 2.086 1.763 2.065
Impairment losses on receivables (Note 24) 1.422 282 1.421 282
Increase in provisions (Note 22) 3.642 707 3.642 707
Other 2.504 1.868 2.435 1.714
25.284 20.190 24.964 19.628
NOTE 9 - NET FINANCIAL EXPENSES
Consolidated Group Parent Company
In HRK thousand 2007 2006 2007 2006
Interest income 188 318 186 316
Dividend income 102 128 102 128
Income from equity instruments at fair value 4.327 954 4.327 954
through profit and loss
Foreign exchange gain 3.400 9.786 3.377 9.763
Net income from derivative financial instruments - 458 - 458
Financial income 8.017 11.644 7.992 11.619
Interest expense 18.507 12.300 18.506 12.299
Foreign exchange loss 966 7.419 911 7.375
Net loss from from derivative financial instruments 387 11 387 11
Financial expense 19.860 19.730 19.804 19.685
Net financial expenses (11.843) (8.086) (11.812) (8.066)
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NOTE 10 - INCOME TAX EXPENSE

Consolidated Group Parent Company
In HRK thousand 2007 2006 2007 2006
Current tax expense (4.251) (299) (4.092) (69)
Deferred tax expense (Note 15) (5.986) (9.3106) (5.986) (9.316)
Income tax expense (10.237) (9.615) (10.078) (9.385)

The following table presents the reconciliation of profit tax calculated at the applicable tax rate 20% (2006:20%):

Consolidated Group Parent Company
In HRK thousand 2007 2006 2007 2006
Profit before tax 42.920 43.524 42.298 42.670
Profit tax expense at 20% ( 2006: 20 %) (8.584) (8.705) (8.460) (8.534)
Non deductible costs (1.934) (1.013) (1.715) (954)
Non taxable income 169 103 169 103
Recognition of deferred tax assets from previously
unrecognised temporary differences 112 - (72) -
Income tax expense (10.237) (9.615) (10.078) (9.385)
Effective tax rate 24% 22% 24% 22%

NOTE 11 - EARNINGS PER SHARE

Earnings per share are calculated based on the net profit to the owners of ordinary shares and the average number

of ordinary shares,
Consolidated Group Parent Company
2007 2006 2007 2006
In HRK thousand
Profit after tax 32.683 33.909 32.220 33.285
Number of shares issued (in thousands) 4.675 4.675 4.675 4.675
Earnings per share (in HRK) 6,99 7,25 6,89 7,12

NOTE 12 - PROPOSED DIVIDEND

Considering the amendment to article 223 (4) of Companies Act, the Management suggests that decision on
dividend payment should be considered at General Assembly of Shareholders that should be held in September of
the current year.

At the annual Shareholder assembly held during 2007 the shareholders approved a dividend in respect of 2006 of

HRK 4.56 per share, totaling HRK 21,318 thousand (2005: 24,777 thousand). The majority of the dividend was
paid out on 25 September 2007.
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NOTE 13 - PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS

Consolidated Group
2006 Property, plant and equipment Intangible
assets
Land and  Computers, Assets Total Software
In HRK thousand buildings equipment under tangible
and vehicles construction  assets
Cost or deemed cost
Balance at 1 January 2006 1.062.553 197.708 7.662 1.267.923 4.905
Additions - - 202.217 202.217 493
Transfer 964 (964) - - -
Transfer from assets under construction 187.810 21.921 (209.731) - -
Write-off ) (13.283) - (13.292) -
Balance at 31 December 2006 1.251.318 205.382 148 1.456.848 5.398
Depreciation and impairment losses
Balance at 1 January 2006 240.964 133.198 - 374.162 3.737
Transfer 585 (585) - - -
Write off ) (13.083) - (13.092) -
Impairment - - - - -
Depreciation charge for the year 26.170 11.288 - 37.458 405
Balance at 31 December 2006 267.710 130.818 - 398.528 4.142
Carrying amount
At 1 January 2006 821.589 64.510 7.662 893.761 1.168
At 31 December 2006 983.608 74.564 148 1.058.320 1.256
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NOTE 13 - PROPERTY, PLANT, EQUIPMENT AND INTANGIBLE ASSETS (continued)

Consolidated Group

2007 Property, plant and equipment Intangible
assets
Land and  Computers, Assets Total Software
In HRK thousand buildings equipment under tangible
and vehicles construction  assets
Cost or deemed cost
Balance at 1 January 2006 1.251.318 205.382 148 1.456.848 5.398
Additions - - 150.032 150.032 782
Transfer (329) 18 - 311) -
Transfer from assets under construction 123.463 26.652 (150.115) - -
Write off (5.760) (12.663) - (18.423) -
Sales - - - - -
Balance at 31 December 2006 1.368.692 219.389 65 1.588.146 6.180
Depreciation and impairment
Balance at 1 January 2006 267.710 130.818 - 398.528 4.142
Transfer 3) 3 - - R
Write offs (5.754) (12.265) - (18.019) -
Sales - - - - -
Impairment - - - - -
Depreciation charge for the year 30.424 12.260 - 42.684 442
Balance at 31 December 2006 292.377 130.816 - 423.193 4.584
Carrying amount
At 1 January 2006 983.608 74.564 148 1.058.320 1.256
At 31 December 2006 1.076.315 88.573 65 1.164.953 1.596
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NOTE 13 - PROPERTY, PLANT, EQUIPMENT AND INTANGIBLE ASSETS (continued)

Parent Company

2006 Property, plant and equipment Intangible
assets
Landand  Computers, Assets Total Software
In HRK thousand buildings equipment under tangible
and vehicles construction  assets
Cost or deemed cost
Balance at 1 January 2006 1.062.553 196.765 7.663 1.266.981 4.906
Additions - - 202.062 202.062 453
Transfer 964 (964) - - -
Transfer from assets under construction 187.785 21.792 (209.577) - -
Write off (10) (13.277) - (13.287) -
Sales - - - - -
Balance at 31 December 2005 1.251.292 204.316 148 1.455.756 5.359
Depreciation and impairment
Balance at 1 January 2006 240.964 133.011 - 373.975 3.738
Transfer - - - - -
Write offs (10) (13.081) - (13.091) -
Sales - - - - -
Impairment 585 (585) - - -
Depreciation charge for the year 26.170 11.195 - 37.365 403
Balance at 31 December 2006 267.709 130.540 - 398.249 4.141
Carrying amount
At 1 January 2006 821.589 63.754 7.663 893.006 1.168
At 31 December 2006 983.583 73.776 148 1.057.507 1.218

ANNUAL REPORT 69




Istraturist Umag d.d.

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2007

NOTE 13 - PROPERTY, PLANT, EQUIPMENT AND INTANGIBLE ASSETS (continued)

Parent Company

2007 Property, plant and equipment Intangible
assets
Landand  Computers, Assets Total Software
In HRK thousand buildings equipment under tangible
and vehicles construction  assets
Cost or deemed cost
Balance at 1 January 2007 1.251.292 204.316 148 1.455.756 5.359
Additions - - 149.529 149.529 782
Transfer (329) 18 - (311) -
Transfer from assets under construction 123.245 26.367 (149.612) - -
Write off (5.760) (12.652) - (18.412) -
Balance at 31 December 2007 1.368.448 218.049 65 1.586.562 6.141
Depreciation and impairment
Balance at 1 January 2007 267.709 130.540 - 398.249 4.141
Transfer 3) 3 - - -
Write offs (5.754) (12.254) - (18.008) -
Depreciation charge for the year 30.405 12.157 - 42.562 438
Balance at 31 December 2007 292.357 130.446 - 422.803 4.579
Carrying amount
At 1 January 2006 983.583 73.776 148 1.057.507 1.218
At 31 December 2007 1.076.091 87.603 65 1.163.759 1.562

Assets under construction relate to the new construction project of hotel Koralj, Completion of the project is

expected during 2008.

Asat 31 December 2007 buildings owned by the Group and the Company with a carrying value of HRK 732,249
thousands (2006: HRK 542,162 thousands), were secured against loans as disclosed in note 21 — Loans and

borrowings.

Borrowing costs amounting to HRK 857 thousand (2006: 2,444 thousand) have been capitalised during 2007 and
included in the value of buildings. The borrowing costs comprise interest and other expenses of financing
construction work performed on the tourism properties. The capitalisation rate is 4.62% (2006: 2.65%).

The Company has reviewed estimated useful life for plant and equipment in 2007 and there were no changes in

this estimate.
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NOTE 14 - NON-CURRENT LOANS AND RECEIVABLES

Consolidated Group
In HRK thousand 2007 2006
Non-current loans to employees 615 471
Current portion of long term receivables (49) (72)
Total non-current loans and receivables 566 399

Parent Company

2007 2006
615 471
(49) (72)
566 399

Loans to employees are granted for the purchase of residential apartments and are repayable over 10 to 32 years at
an interest rate of 1% to 4% per annum and educational loans repayable over 2-5 years at an interest rate of 4% per

annum.

NOTE 15 - DEFERRED TAX ASSETS

Deferred tax asset consists of temporary differences between accounting depreciation that is presented in this
financial statements and depreciation that is used in the profit tax computation. These deductible temporary

differences do not expire under current tax legislation.

Consolidated Group

Depreciation Tax Depreciation
In HRK thousand differences losses Total differences
Balance at 1 January 2007 30.861 - 30.861 30.861
Decrease of deferred tax in
the income statement (6.098) - (6.098) (6.098)
Recognition of deferred tax
assets from previously
unrecognised temporary differences 112 - 112 112
Balance at 31 December 2007 24.875 - 24.875 24.875

Parent Company

1(};1; Total
- 30.861
- (6.098)
- 112
- 24.875
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NOTE 16 — INVENTORIES

Consolidated Group Parent Company
In HRK thousand 2007 2006 2007 2006
Raw material and consumables 1.154 987 1.154 987
Goods for resale 123 138 123 138
Miscellaneous inventory 15.814 13.925 15.573 13.755

17.091 15.050 16.850 14.880

NOTE 17 - TRADE AND OTHER RECEIVABLES

Consolidated Group Parent Company
In HRK thousand 2007 2006 2007 2006
Domestic trade receivables 10.933 8.766 9.161 7.478
Receivables from related parties (Note 26) 70 75 70 75
Foreign trade receivables 4.944 2.621 4.944 2.621
Provision for impairment of receivables (5.387) (4.011) (5.211) (3.836)
Net trade receivables 10.560 7.451 8.964 6.338
VAT receivables 4.612 2.571 4357 2.556
Receivables from employees 105 68 105 67
Receivables for advances given 463 450 463 449
Receivables for insurance claims 323 26 323 26
Other receivables 2.151 1.813 2.506 1.812
Other receivables from related
companies (Note 26) 11 10 11 10
Total other receivables 7.665 4.938 7.765 4.920
Total trade and other receivables 18.225 12.389 16.729 11.258
NOTE 18 — FINANCIAL ASSETS

Consolidated Group Parent Company
In HRK thousand 2007 2006 2007 2006
Financial assets at fair value through
profit or loss
Equity securities 2.294 11.557 2.331 11.557
Treasury bills 11.097 - 11.097 -
Current portion in opened investment funds 3.463 415 3.463 415
Other loans and receivables
Current portion of loans and receivables 1.200 437 3.752 1.207
Total other financial assets 18.054 12.409 20.643 13.179
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NOTE 19 — CASH AND CASH EQUIVALENTS

Consolidated Group Parent Company

In HRK thousand 2007 2006 2007 2006
Giro accounts 775 1.017 537 930
Foreign currency accounts 576 1.086 573 984
Cash in hand 250 141 250 141

1.601 2.244 1.360 2.055
NOTE 20 - TRADE AND OTHER PAYABLES

Consolidated Group Parent Company

In HRK thousand 2007 2006 2007 2006
Non current liabilities
Other employee entitlements (i) - - - -
Total non-current liabilities - - - -
Current liabilities
Trade payables 43.561 38.290 43.288 37.264
Liabilities towards related parties (Note 26) 269 9 269 9
Other employee entitlements (i) 3.417 8.125 3.417 8.039
Liability for net salary 5.743 2.509 5.652 2.486
Liability for tax and contributions 3.254 1.440 3.172 1.572
Liability for advances 1.316 943 1.316 943
Liabilities for dividends 729 671 729 671
Negative fair value of financial derivatives 22 - 22 -
Other liabilities 520 1.762 936 1.500
Total current liabilities 58.831 53.749 58.801 52.484
Income tax liability 4.010 220 4.041 69
Total liabilities 62.841 53.969 62.842 52.553

(i) Other employee entitlements comprise constructive and contractual obligations arising from organisational

changes and contracts signed with employees in respect of overtime hours.
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NOTE 20 - TRADE AND OTHER PAYABLES (CONTINUED)

Consolidated Group Parent Company
Nominal Fair Nominal Fair
value value value value

In HRK thousand 2007 2007 2006 2006
Forward contracts in foreign currency 19.755 22 - -
Total 19.755 22 - -
NOTE 21 - LOANS AND BORROWINGS

Consolidated Group Parent Company
In HRK thousand 2007 2006 2007 2006
Current
Related parties (Note 26):
Zagrebacka Banka Group
Zagrebacka Banka d.d., Zagreb 206.938 70.000 206.938 70.000
UniCredito Italiano Group
UniCredit Bank Slovakia, a.s., Bratislava 7.921 8.206 7.921 8.206
UniCredit Bulbank S.p.a., Sofia 16.753 16.798 16.753 16.798
UniCredit Tiriac Bank S.A., Bucharest 3.058 3.168 3.058 3.168
Other non related parties
HBOR DT-2/05 7.527 7.548 7.527 7.548
HBOR DT-4/05 17.418 8.733 17.418 8.733
Total current loans 259.615 114.453 259.615 114.453
Non-current
Related parties (Note 26):
UniCredito Italiano Group
UniCredit Bank Slovakia, a.s., Bratislava 15.498 24.261 15.498 24.261
UniCredit Bulbank S.p.a., Sofia 50.228 67.163 50.228 67.163
UniCredit Tiriac Bank S.A., Bucharest 9.169 12.667 9.169 12.667
Other non related parties
HBOR DT-2/05 37.635 45.285 37.635 45.285
HBOR DT-4/05 113.220 130.994 113.220 130.994
Total non-current loans 225.750 280.370 225.750 280.370
Total loans and borrowings 485.365 394.823 485.365 394.823

Loans and borrowings include amounts secured against property in the amount of HRK 732,249 thousand
(2006: HRK 542,162 thousand). Refer to note 13 — Property, plant and equipment and intangible assets.
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NOTE 21 - LOANS AND BORROWINGS (CONTINUED)

R t
In HRK thousand eg:ryig:fn
Creditor Interest rate Total 1year  1-2years 2-5 More than
2007 or less years 5 years
UniCredit Bank Slovakia, 3 month LIBOR for CHF
a.s., Bratislava, in CHF +1,5% margin 23.419 7.921 7.921 7.577 -
UniCredit Bulbank S.p.a., 3 month LIBOR for EUR
Sofia, in EUR +1,5% margin 66.981 16.753  16.753 33.475 -
UniCredit Tiriac Bank S.A., 3 month LIBOR for CHF
Bucharest, in CHF +1,8% margin 12.227 3.058 3.058 6.111 -
HBOR, in HRK DT-2/05 4%, Fixed 45.162 7.527 7.527 22.581 7.527
HBOR, in HRK DT-4/05 2% - 4%, Fixed 130.638 17.418  17.418 52.256 43.546
Zagrebacka banka d.d.
Zagrebshort term, RS +2.5% margin 70.000 70.000 - - -
bus. financing
Zagrebacka banka d.d,
Zagreb short term, RS + 2.5% margin 127.938 127.938 - - -
bus. financing
Zagrebacka banka d.d. Zagreb RS +2.5% margin 9.000 9.000 - - -
revolving
Zagrebacka banka d.d. Zagreb RS + 2.5% margin - - - - -
revolving
Total loans and borrowings: 485.365 259.615  52.677 122.000 51.073

Revolving loans interest rates are based on the Croatian referent rate (RS) which represents the weighted average
yield value for State treasury notes.

At 31 December 2007 the Group had unused revolving credit line facilities at Zagrebacka banka d.d., Zagreb
totaling HRK 22,1 million (2006: unused HRK 31,1 million).

At the balance sheet date fair value of loans bearing fixed interest rate is HRK 147,816 thousand that is for HRK
27,984 thousand lesser then book value.

NOTE 22 - PROVISIONS

Provisions for court cases

Consolidated Group Parent Company
In HRK thousand 2007 2006 2007 2006
Balance at 1 January 2007 1.253 620 1.253 620
Additional provisions 3.642 707 3.642 707
Unused amounts reversed (656) (74) (656) (74)
Used during the year (100) - (100) -
Balance at 31 December 2007 4.139 1.253 4.139 1.253

The provision represents certain legal claims brought against the Group. The provision charge is recognised in
the profit or loss. Management believes, based on legal advice, that the outcome of these legal claims will not
giverise to any significant loss beyond the amounts provided for at 31 December 2007.
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NOTE 23-SHARE CAPITALAND RESERVES

Issued share capital comprises 4,674,995 ordinary shares (2006: 4,674,995 ordinary shares). The nominal value of
each share is HRK 100 (2006: HRK 100). The holders of ordinary shares are entitled to receive dividends as
declared and are entitled to one vote per share at meetings of the General Assembly of Shareholders.

The legal reserve is formed in accordance with the Companies Act which prescribes that the Group must transfer
5% of the current year’s profit into these reserves until these reserves total five per cent (5%) of the Group’s share
capital. Thislegal reserve now corresponds to 5% of the Group’s share capital. This reserve is not distributable.

During the year 2007 the Group has paid out bonuses to management. Bonuses were granted in monetary amount
but were paid out in shares. Due to the payment of bonuses in shares, Group purchased own shares. There were no
shares remained in ownership of Group and the Company’s at 31 December.

NOTE 24-FINANCIALRISK MANAGEMENT

Financial risk factors

The Group is exposed to various financial risks that are related to foreign currency, interest rates, credit and
liquidity risk. The Group and the Company monitors these risks and seeks to minimise their potential effect on the
Group’s and the Company’s financial exposure, using protective instruments that are available on the financial
market.

(i) Foreign currency and interest rate risk

Income from foreign sales is predominantly realised in Euro (EUR). Income from domestic sales is realised in
Croatian kuna (HRK). Long-term loans mainly comprise loans in Euro (EUR) and Swiss francs (CHF). Foreign
currency risk is present due to possible changes in the exchange rates of foreign currencies.

Sensitivity analysis

Sensitivity of Croatian Kuna to strengthening or weakening of the Euro and Swiss franc for100 basis point has
been calculated by using income from sale to foreign guests recognized in the income statement and foreign
currency indebtedness as a base. Indebtedness in foreign currency represents 57% of total Indebtedness as at 31

December2007.

This analysis assumes that all other variables remain constant and indicates that movement of Euro does not have
significant impact on the achieved profits and liabilities.

Derivative financial instruments are entered into for the purpose of hedging the Group’s exposure to foreign
exchangerisk.

The Group is exposed to interest rate risk as loans are agreed at floating rates while majority of the assets bear no
interests. The Group does not hedge exposure to interest rate risk. |

(i)  Creditrisk

Financial assets that may expose the Group to credit risk comprise cash, receivables from customers and loan
receivables. The Group keeps its cash in the bank that is also the majority owner of the Group. Provisions for
impairment of receivables from customers are made for bad and doubtful receivables. The Group decreases credit
risk by short-term deposits at the bank, which is the owner of the Group. Loans given are not secured by payment
instruments.
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NOTE 24 — FINANCIAL RISK MANAGEMENT (CONTINUED)

(i1) Credit risk (continued)

At the balance sheet date there is no significant concentration of credit risk from trade and other receivables.
Management believes that there is no additional credit risks that might require an increase in provisions for

impairment for trade and other receivables.

Exposure to credit risk

The carrying amount of non—derivative financial assets represents the maximum credit exposure. The

maximum exposure to credit risk the reporting date was:

Consolidated Group Parent Company
In HRK thousand 2007 2006 2007 2006
Auvailable for sale financial assets (Note 18) 13.391 11.557 13.428 11.557
Loans and receivables 22.888 13.241 23.944 12.880
Cash and cash equivalents (Note 19) 1.601 2.244 1.360 2.055

37.880 27.042 38.732 26.492

The maximum exposure to credit risk for trade receivables at the reporting date by geographic region was:

Consolidated Group Parent Company

In HRK thousand 2007 2006 2007 2006
Domestic 7.972 6.089 6.376 4.977
Euro-zone countries 2.373 1.289 2.373 1.288
UK 215 73 215 73
Other regions - - - -

10.560 7.451 8.964 6.338
Trade receivables at the both reporting dates are from wholesale customers (agencies and groups).
(iii) Impairment losses
The aging of trade receivables at the reporting date was:

Consolidated Group

In HRK thousand 2007 2007 2006 2006
Not past due 1.644 - 2.757 -
Past due 0-30 days 2.125 - 1.432 -
Past due 31-120 days 4.969 - 2.993 -
Past due 121-360 days 3.171 (1.583) 148 (44)
More than one year 4.038 (3.804) 4.132 (3.967)

15.947 (5.387) 11.462 (4.011)
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NOTE 24 — FINANCIAL RISK MANAGEMENT (continued)

(iii) Impairment losses (continued)
Parent Company

In HRK thousand 2007 2007 2006 2006
Not past due 1.639 - 2.097 -
Past due 0-30 days 1.106 - 835 -
Past due 31-120 days 4.658 - 2.962 -
Past due 121-360 days 2.910 (1.407) 148 (44)
More than one year 3.862 (3.804) 4.132 (3.792)

14.175 (5.211) 10.174 (3.836)

The movement in allowance for impairment in respect of trade receivables during the year was as follows:

Consolidated Group Parent Company
In HRK thousand 2007 2006 2007 2006
Balance at 1 January 4.011 5.202 3.836 5.027
Increase in allowance (Note &) 1.422 282 1.421 282
Impairment loss recognised - (1.442) - (1.442)
Collected debt (46) 3D (406) (€28
Balance at 31 December 5.387 4.011 5.211 3.836

(iv) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, as well as the
availability of financial assets in the form of credit lines. During 2007, the Company has requested refinance of
existing loan liabilities and expects that the refinancing process will be finished at the end of March 2008. This
should ensure liquidity position in accordance with Company’s operations.

NOTE 25-CONTINGENCIES

Legal cases

Prior to 1991, the Company owed approximately DEM 31 million (equivalent of approximately EUR 16
million) to Ljubljanska banka d.d., Ljubljana, in respect of borrowings and other financial obligations.
Following the dissolution of former Yugoslavia, entities resumed their operating activities within separate
independent republics. It is against this background, that the Company reached a contractual agreement with
Zagrebackabankad.d., Zagreb.

Pursuant to the regulations passed in the Republic of Croatia upon becoming an independent state, which define
the settlement of the deposits of Croatian citizens with banks domiciled in the Republic of Croatia and pursuant
to a contract concluded with the Croatian Ministry of Finance, Zagrebacka banka d.d., Zagreb, retained a part of
its receivables from Ljubljanska banka d.d., Ljubljana, amounting to DEM 31 million with the objective to sell
them to its customer Istraturist Umag d.d.,Umag.

On the basis of this transaction, the Company assumed a receivable from Ljubljanska banka d.d., Ljubljana, of

DEM 31 million; in accordance with the Law on Obligations, the Company offset this receivable against its
liabilities of the same amount towards the Ljubljanska banka d.d., Ljubljana.
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NOTE 25— CONTINGENCIES (continued)

Legal cases (continued)

The operations and assets of Ljubljanska banka d.d., Ljubljana, were subsequently acquired by and transferred
to Nova Ljubljanska banka d.d., Ljubljana. Nova Ljubljanska banka d.d., Ljubljana, does not recognise the
liabilities of Ljubljanska banka d,d,, Ljubljana, including liabilities to Croatian depositors and the receivable
purchased by the Company from Zagrebacka banka d.d., Zagreb.

Nova Ljubljanska banka d.d., Ljubljana, brought legal action against the Company in Slovenian courts
demanding the repayment of the original liability of DEM 31 million plus interest.

In December 2004, the Supreme Court of the Republic of Slovenia agreed with the request for a revision,
terminated the decisions of the courts of first and second instance and returned the case to the first instance Court
for aretrial.

The Supreme Court of Slovenia concluded that the courts have incorrectly applied material law concerning:

- Legal interpretation of the contract of sale of receivable made between the Company and Zagrebacka
banka d.d., Zagreb, on the basis of which the Company assumed a receivable from Ljubljanska banka
d.d.,Ljubljanaand

- Legal provisions concerning the presumptions for settlement of receivables between entities.

After the ruling of the Supreme Court of Slovenia, the mentioned cases were returned to the first instance Court
foraretrial. These cases are still pending.

In order to protect its legitimate claims, the Company has commenced a number of court proceedings against
Ljubljanska bank d.d., Ljubljana, and Nova Ljubljanska bank d.d., Ljubljana in front of the Commercial Court in
Rijeka and the Municipality Court in Buje in order to determine that the claims of Ljubljanska bank d.d.,
Ljubljana and Nova Ljubljanska bank d.d., Ljubljana against the Company does not exist, as well as the legal
succession between Ljubljanska bank d.d., Ljubljana and Nova Ljubljanska bank d.d., Ljubljana. This should
stop the recognition and possible execution of the Slovenian court decision, if damaging for the Company.

In the case the outcome of the court proceedings is not in favour of the Company, the Company's Management
Board believes that the issue will be ultimately settled through negotiations between the Government of the
Republic of Slovenia and the Government of the Republic of Croatia related to the issue of foreign currency
deposits of Croatian citizens with the banks with their seat in the Republic of Slovenia.

The receivables claimed by the Company are not recognised in the financial statements of the Company, nor is
any liability recognised to Ljubljanska Banka d.d., Ljubljana or Nova Ljubljanska Banka d.d., Ljubljana.

Ownership ofland and buildings

Land and buildings recognized in the share capital of the Company are determined by the Resolution on the Real
Estate included in Share Capital issued by the Croatian Privatization Fund on 31 January 1996.

In order to protect ownership interests, the Company has commenced administrative, land registry and other
court proceedings for inscription of the right of ownership over the real estate which was not included in the
share capital according to the above Resolution, as well over the part of real estate which surface was only partly
evaluated. The base for mentioned proceedings is a principle of unity of real estate and the principle of
technological unity as interpreted from Article 367 to 369 of the Law on Ownership and Article 47 of the Law on
Privatization.

The financial statements have been compiled under the assumption of the complete Court registration of
ownership of land and buildings which upon privatisation were included in the equity of Istraturist Umag d.d.
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NOTE 26 - RELATED PARTY TRANSACTIONS

a) The Istraturist Umag Group is controlled by Zagrebacka Banka d.d., Zagreb, by their 71.8%
shareholding. The remaining 28.2% is owned by various individuals and legal entities. The ultimate
parent company is UniCredito Italiano S.p.A.

The ownership structure of the company Istraturist Umag d.d. as at 31 December 2007 according to the Central
Deposit Agency is as follows:

Share

1. ZAGREBACKA BANKA D.D. 71,80%
2. PBZ D.D./KAPITALNI FOND D.D. ZATVORENI INVESTICIJSKI FOND 8,77%
3. SOCIETE GENERALE-SPLITSKA BANKA D.D. / ZBIRNI RACUN

SKANDINAVSKA ENSKILDA BANKEN, SVEDSKI REZIDENTI 2,41%
4. HRVATSKI FOND ZA PRIVATIZACIJU 1,75%
5. PBZ D.D./CN LTD. 1,40%
6. SOCIETE GENERALE-SPLITSKA BANKA D.D. / RAIFFEISEN MIROVINSKO

DRUSTVO ZA UPRAVLJANJE OBVEZNIM MIROVINSKIM FONDOM D.O.O. 0,45%

ZA RAIFFEISEN OBVEZNI MIROVINSKI FOND

7. SOCIETE GENERALE-SPLITSKA BANKA D.D./ RAIFFEISEN MIROVINSKO
DRUSTVO ZA UPRAVLJANJE DOBORVOLINIM MIROVINSKIM FONDOM D.0.0.  0,43%
ZA RAIFFEISEN DOBROVOLJNI MIROVINSKI FOND

8. MEPIMURSKA BANKA DD CAKOVEC 0,39%
9. RAIFFEISENBANK AUSTRIA DD ZAGREB / RBA 0,20%
10. OTHER SHAREHOLDERS 12,40%

100,00%

The ownership structure of the company Istraturist Umag d.d. as at 31 December 2006 according to the Central
Deposit Agency is as follows:

udio
1. ZAGREBACKA BANKA D.D. 71,80%
2. PBZ D.D./KAPITALNI FOND D.D. ZATVORENI INVESTICIJSKI FOND 8,77%
3. HVB SPLITSKA BANKA D.D./ZBIRNI RN. ZA SKAN. ENSK. BANK, 2.47%
SVED. REZIDENT
4. HRVATSKI FOND ZA PRIVATIZACIJU 1,75%
5. PBZD.D./CN LTD. 1,46%
6. MEDPIMURSKA BANKA D.D. CAKOVEC 0,82%
7. HVB SPLITSKA BANKA D.D./ZBIRNI RN. ZA BANK AUSTRIA 0,49%
CREDITANSTALT AG
8. PBZ D.D./NLB/HANSABANK CLIENTS ACCOUNT 0,45%
9. PBZ D.D./SKRBNICKI ZBIRNI RACUN KLIJENTA 0,34%
10. OTHER SHAREHOLDERS 11,65%
100,00%
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NOTE 26 - RELATED PARTY TRANSACTIONS - (continued)

b) Subsidiaries of the Company
Country of Share of ownership
registration
2007 2006
Istra Golf Umag d.o.o. Hrvatska 100% 100%

The core activity of the subsidiary is the organisation of the annual ATP tennis tournament in Umag, Croatia.

c) The nature of transactions between related parties and the Group comprises financing and banking
services.
a. During the year, the following transactions with the Zagrebacka Banka Group were included
in the income statement:
In HRK thousand 2007 2006
Zagrebacka banka d.d., Zagreb
Interest income 15 136
Income from financial instruments (174) 283
Other income 745 1.186
Interest expense 6.717 727
Fee expense 823 1.157
b. During the year, the following transactions with other related parties within the UniCredito

Group were included in the income statement:

In HRK thousand 2007 2006
Interest expense
UniBanka a.s., Bratislava 1.182 1.205
Bulbank AD., Sofija 4.504 4.446
UniCredit, Romania 631 592
6.317 6.243
Fee expense
UniBanka a.s., Bratislava 34 50
Bulbank AD., Sofija 83 117
UniCredit, Romania 22 23
139 190

Asat31 December 2007 the Company had receivables from operating activities towards the UniCredito Italiano
Group of HRK 81 thousand (2006: HRK 85 thousand), and total liabilities arising from loans and other liabilities
of HRK 309,834 thousand (2006: HRK 202,271 thousand).
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NOTE 26 - RELATED PARTY TRANSACTIONS - (continued)

9) Key management compensation

Consolidated Group Parent Company
In HRK thousand 2007 2006 2007 2006
Key management compensation 8.565 7.849 8.212 7.525

Key management includes the Management Board, department and executive directors. As at 31 December 2007
key management comprises 21 persons (2006: 19 persons).

NOTE 27 - ACCOUNTING ESTIMATES AND JUDGEMENTS

a)

b)

Key sources of estimation
Income tax

Tax calculations are performed based on the Group’s interpretation of current tax laws and regulations.
These calculations which support the tax return may be subjected to review and approval by the local tax
authorities.

Trade receivable impairment

Trade receivables have been estimated on each balance sheet date (and monthly) and are impaired
according to an estimate of the probability to collect amounts. Each customer is evaluated separately
based on its status (for example, customer is blocked and is a cash only customer, legal procedures have
commenced), the ageing of the amount due, stage of legal case (short-legal procedure or regular legal
procedure), security of payment (e.g. bill of exchange).

Management Bonuses
Each manager has a range of goals: financial goals; qualitative goals and goals for the development of
organisation including projects. For 2007 the total amount of management bonuses accrual amounted to
HRK 2,904 thousand.

Critical accounting judgments in applying accounting principles

Management believes there were no material judgment matters to report, except provisions for legal
claims as disclosed in Note 22.

NOTE 28 - CAPITAL COMMITMENTS

As at 31 December 2007, the Group entered in contracts totalling HRK 3 million with various suppliers for
renovation and construction work in 2008, mainly related to the construction of the hotel Koralj and UCCS
(Central Services).
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FIVE-YEARS OPERATION SUMMARY

2007 2006 2005 2004 2003
Profit and loss statement  HRK million HRK million HRK million HRK million HRK million

Operating income 344 310 284 282 270
Other operating income 13 14 13 12 15
Total revenue 357 324 297 294 285
Total operating expenses (302) (272) (243) (245) (225)
Profit / loss from operations 55 52 54 49 60
Net financial expenses (12) ®) 4) @) (11)
Income tax credit 38

Profit tax (10) (10) (6) 4
Profit / loss 33 34 43 80 45

Balance sheet

Total assets 1.247 1.133 965 892 814
Non-current assets 1.192 1.091 936 862 786
Current assets 55 42 29 30 28
Total liabilities 1.247 1.133 965 892 814
Capital and reserves 694 683 674 655 599
Non-current liabilities 226 280 188 121 145
Current liabilities 327 170 103 116 70
ROA (%) 2,6 3,0 4,5 9,0 5,6
ROE (%) 4,7 5,0 6,4 12,2 7,6
EBIT

Earnings before interests and taxes 61 56 59 51 59
EBIT margin (%) 17 17 20 18 21
EBITDA

Profit before interests. taxes and 104 94 97 98 91
depreciation

EBITDA margin (%) 30 29 33 34 33
EPS (HRK)

Earnings per share 6,99 7,25 9,29 17,16 9,69
DPS (HRK)

Dividend per share 0 4,56 5,30 5,30 5,00

Information has been extracted or derived from audited Company financial statements for each
of the five years ending with the year 2007.
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INFORMATION TO SHAREHOLDERS

Registered share capital for Istraturist amounts to 467,499,500.00 HRK, and is assigned to 4,674,995 regular
shares with anominal value of 100.00 kuna.

Ownership Structure for Istraturist on 31/12/2007

%
Zagrebacka banka d.d. Zagreb 71,80
PBZ d.d./Kapitalni Fond d.d. closed investment fund 8,77
Societe Generale - Splitska banka d.d. collective account 2,41
number for the Scandinavian Enskilda Banken. Swedish residents
Croatian Privatization Fund 1,75
Other shareholders 15,27

Dividends

In the last five years Istraturist has regularly paid out dividends, with the total amount of 122 million kuna
paid up till now to shareholders.

In order to continue with the initiated cycle of investments and strengthen the Company’s potential for
investment in the future, the General Sharcholders Assembly for this year recommended that achieved net
profitamounting to HRK 32.6 million be allocated as retained profit.

Trading of Istraturist Shares on the Zagreb Stock Exchange Market

Istraturist’s shares under the designation of ISTT-R-A are the only shares in the tourism sector that circulate
on the official markets of the Zagreb Stock Exchange. When taking into account the majority ownership of
Zagrebacka banka, only 28% of Company’s shares are in the free float..

Trading of Istraturist shares on the stock Trends in Istraturist shares (HRK)
markets (HRK m)
450

80,0 29 60,8 67,6
60,0 ’
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40,04 22,1 19,1 1
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2002 2003 2004 2005 2006 2007 31.12.°02. 31.12.°03. 31.12.°04. 31.12.°05. 31.12.°06. 31.12.°07.

Overview of trading of Istraturist shares on the Zagreb Stock Exchange in 2007

Average price (growth of 46% for 2006)

Highest price HRK 480

Lowest price HRK 360

Volume of trading HRK 67.6 million (growth of 11% for 2006)
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HISTORY OF ISTRATURIST

1963

1963

1964

1969

1970

1971

1973

1976

1977

1978

1981

1983

1986

1989

1990

1991

The Workers’ Council of “Istra-Auto-Turist” Umag, a company involved in transport
and tourism, adopts the resolution whereby the hospitality facility is separated as an
independent company called Istra-Turist whose goal is to integrate hospitality and
tourism and intensify a development of organized hospitality and tourism.

Istra-Turist at the moment of its foundation had at its disposal a capacity of 196 units in
hotels in Belgrade, Miramare, Belvedere, Marina, Istra, Moj Mir and Trst, with an
intensive cycle of construction commencing at Punta.

The following hotels are constructed: Zagreb, Sipar, Punta, Jadran and Plitvice

Hotel Park and the high-class five-star Adriatic Hotel are built, a synonym for
exclusive tourism.

Construction of the tourist resorts Stella Maris and Polynesia begins.

With the construction of the Koralj, Aurora and Istra hotels with annexes begins
intensive construction of Katoro.

The first entertainment center Monplaisir, later Za-Za, is built.

A tourist train between Katoro and the city center is introduced, later becoming an
Umag attraction.

The first section of the campsite in Kanegra is built.

Consolidation of Istraturist takes place with the merging of the companies Adria and
Istratours Umag and Bulea located in Buja, resulting in increased capacity (Kristal and
Palma hotels in Umag and Bulea in Buje).

The tourist resort in Polynesija and Stella Maris is expanded and renovated.

The Finida campsite opens.

Stella Maris, Kanegra and Savudrija tourist resorts are expanded.

The Ladin Gaj campsite is opened.

Hotel Sipar is expanded.

The Laguna in Stella Maris is renovated, a tennis center is built and the tourist resort
Stella Maris is expanded.

The ATP tennis tournament is organized for the first time.

War events in the country bring into question the long-term survival of the company.



1993

1994

1996

1997

1998

1999

2000

2002

2003

2004

2005

2006

2007

The Croatian Privatization Fund issues a resolution whereby Istraturist is transformed
into a shareholding company. Company capital is estimated at 256.8 million DEM and
isassigned to 2.568.290 shares with a nominal value of 100 DEM per share.

Istraturist Umag d.d. is registered in the court registry at the Commercial Court in
Rijeka.

Zagrebacka banka d.d. becomes the major shareholder of Istraturist Umag d.d. with a
42.7% ownership share on the basis of the resolution by the government of the
Republic of Croatia on the exchange of ownership shares in tourist companies.

Management and financial restructuring of Istraturist Umag d.d. takes place by
Zagrebacka banka, along with value harmonization of fixed assets and a reduction in
the share capital, the nominal value of a share is reduced to 100 kuna.

Zagrebacka banka carries out additional capitalization of Istraturist Umag d.d. to a
value of 60 million DEM, whereby its share ownership increases to 71.8%.

In June of 1998, a services contract is concluded with the management company Sol
Melia, Palma de Mallorca.

Part of the Stella Maris and Polynesia tourist resorts are renovated.

Stella Maris and Polynesia tourist resorts continue to be renovated, including the
adaptation of the Koralj hotel.

Following a series of unsuccessful years, Istraturist for the first time achieves positive
business results.

The Aurora Hotel is completely reconstructed.

A dividend is paid out for the first time amounting to 28 million kuna.

A thorough reconstruction of Umag Hotel takes place and becomes the first Wellness
hotel.

Complete adaptation of the Sipar Hotel.

Dividends are paid out amounting to 23 million kuna.

In Katoro the first phase of construction of the hotel resort Garden Istra begins, three
annexes are transformed into new facilities — Olea, Palma and Pinea.

A meeting center is constructed beside the Umag Hotel.

Dividends are paid out totaling 25 million kuna.

Istraturist’s shares are listed on the official market of the Zagreb Stock Exchange.
Al19,300 units in camps are renovated and raised to four-star category.

Istra Hotel is completely demolished and phase 2 of construction of the Garden Istra
hotel resort begins.

Dividends amounting to 25 million kuna are paid out.
A completely new hotel is constructed and therefore phase 2 of construction of the
Garden Istra hotel resort is finished.

The Istrian Villas resort is constructed.
A contact center is set up, new channels specialized for direct sales.
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RECOGNITION, CERTIFICATES AND AWARDS RECEIVED BY
ISTRATURIST IN 2007

MANAGER OF THE YEAR IN 2007

The general board of the Croatian Association of Managers and Entrepreneurs

CROMA awarded Mrs. Gordana Tomici¢, the President of the Istraturist :RDHH

Management Board, the Manager of the Year in 2007 in the category of
Croatian large commercial companies.

EMPLOYER PARTNER CERTIFICATE (()

Recognition of excellence in human resources management. POSLODAVAC
PARTNER
Ge;:r:\im :;l;::’\(eh
“Hrvoje PoZar” — Annual Award for Savings and Rationalization &6 T,
Program for the Consumption of Electrical Energy :ﬁ’ %
The main board of the Foundation of the Croatian Energy Association “Hrvoje Pozar” g 2
. : ; . W/ f
awarded Istraturist an annual award for the project of making savings through energy % &
management (HAZU). Mppegs

“The First Croatian Kuna”

Recognition by the Institute for Business Research in achieving business
success. The recognition is offered to the president of the Company Board
which is based on profit and newly created value included in the top 1% of
most productive and best Croatian companies.

“The Golden Goat”
Recognition for improving products, marketing infrastructure, sales and
promotion of the “Istrian Villas” project.

HACCAP Certificates
for the Hotels Sol Umag, Sol Koralj and Sol Aurora BUREAU VERITAS
Systematic and preventative approach guaranteeing food safety. TR

“Yellow plate” ADAC 2007 for Campsites
Park Umag, Stella Maris, Finida, Kanegra

About 80% of Istraturists plots have been categorized by ADAC with a score of 4,
Istraturist’s Camp Park Umag remains the best quality Umag camp while the camps
Stella Maris and Finida achieved a significant improvement and gained a higher
score from ADAC than the previous year.

Membership in ADAC’s Association for Water Sports in Europe
Membership for 2007 included the moor in Stella Maris.




“Campsite of the Year for 2007 ANWB

The campsite Park Umag was proclaimed the campsite of the year 2007 by the monthly

magazine “Kamperer & Caravan Kampionen” and Kamping guide, in the Netherlands

edition by the auto club ANWB (Algemene Nederlandse Wielrijders Bond), and was

therefore included amongst the five most desirable camping destinations in Europe. g b
The significance of this recognition is all the greater when taking into account a fact '

that the campsite Park Umag is the only Croatian campsite voted as one of the five

chosen campsites in the category of “Campsite of the Year for 2007

Recognition for Cordiality and Hospitality

The “Il Campeggio Italiano” magazine ran a referendum for its readers in order to award
the best campsite in Italy and Croatia for “cordiality and hospitality” (“Simpatia ed
Ospitalita”). Votes arrived from readers, of whom 95% were camper owners, and 5%
owned camp caravans. Camp Park Umag is this year the only Istrian campsite which

the Italian campers recognized as cordial and hospitable in offering services and therefore
highly ranking the camp’s employees.

The Campsite of the year 2007 (second place) Park Umag H G K

.. . . . s . o e .
Recognltlon recel.ved n E}le promotional campaign “Tourist Bouquet J;HFFH | .
Quality for Croatia 2007 I’IJ
(HRT, HGK, HAK)

SOL GARDEN ISTRA

Recognition in the category of four-star class hotels on the G TR s
Adriatic coast (second place) :,FH - B AR
Received in the promotional campaign “Tourist Bouquet Quality rg,jj | LS %.ﬁlgﬁ
for Croatia 2007” ’

(HRT, HGK, HAK)

SOL GARDEN ISTRA

Recognition for organizing a native ambient in hotel industry LRGN e
Received in the promotional campaign “Tourist Bouquet Quality :j:dfl | s, n A i-’ilgﬂ
for Croatia 2007” _|—’7| s~
(HRT, HGK, HAK)

THE BLUE FLAG

The Blue Flag for beaches and marinas is an international ecological program

for environmental protection of the sea and coastline, whose primary goal is the

sustainable management of the sea and the coastline. The Blue Flag is today the

most recognized model for ecological education and manner of informing the
public, regarding the issue of protection of the sea and coastline, especially the Blue Fl_ag
issue of protecting the coastal areas experiencing the greatest pressure, which Croatia
are in fact the beaches and marinas.

Istraturist has received the Blue Flag for the following beaches:
Kanegra Beach in Kanegra Tourist Resort

Savudrija Beach in Savudrija

Polynesia Beach in the Sol Polynesia Tourist Resort

Katoro Beach in front of the Sol Koralj Hotel

Aurora Beach in front of the Sol Aurora Hotel

Laguna Beach in the Sol Stella Maris Tourist Resort

Punta Beach in front of the Sol Umag Hotel

Kanova Cove Beach at the Park Umag campsite
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ISTRIAN VILLAS

There is nothing more beautiful than an early morning view
of the open sea, glittering in the sunlight...



www.istraturist.com
booking@istraturist.com

+385 52 700 700

www.listracamping.com
camping@istraturist.com






