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MANAGEMENT BOARD'S REPORT

Introduction

ULJANIK d.d. is a public limited company founded according to the laws and regulation of the Republic
of Croatia. Company’s headquarter is in Pula, at the address Flaciusova 1.

Based on the Notification of classification of business entities according to national business activity
classification of the Croatian Bureau of Statistics Zagreb, ULJANIK d.d. has a numerical identification of
the class 7010 — Management activity, registration number 03229238, and Personal ldentification
Number 56243843109.

As at 31 December 2012 ULJANIK Group has 2.631 employees.

Manufacturing companies members of the Group:
- ULJANIK Brodogradiliste d.d. — sophisticated shipbuilding;
- ULJANIK Strojogradnja d.d. — engines construction;
- ULJANIK Proizvodnja opreme d.d. — production of ship equipment and locksmith products
(100% ownership of ULJANIK Brodogradiliste d.d.).

Service companies members of the Group:

- ULJANIK Zajedni€ki poslovi, d.0.0. — accounting, legal services, human resources and security
services for the Group;

- ULJANIK Informatika, razvoj, investicije d.o.o. — IT services mostly to Group members;

- ULJANIK Financije d.o.o. —financial services for Group members;

- ULJANIK Standard d.o.o. — catering, sports and recreation for Group members and others;

Equity and ownership structure

Based on the decision from the Government of Croatia from 5 July 2012 (Class 310-14/12-01/06, Nr:
5030120-12-1), During July 2012 the Company carried out the Employee stock ownership plan in a way
that all present or former employees of Uljanik bought shares according to conditions and price from the
mentioned Government resolution, which is 51,23 HRK per share. In that process Uljanik employees
signed 2.548 contracts on sale of shares on grounds of which they bought 1.299.174 shares, at the time
being 58,0960% of total share capital of the Company.

At the General Assembly held on 30 August 2012 the Company reached a decision on simple share
capital decrease by decreasing the nominal amount of regular share marked ULJN-R-A from 300,00
HRK, for 210,00 HRK to 90,00 HRK. Based on the mentioned decision, the share capital of the
Company has decreased from 670.875.900,00 HRK for 469.613.130,00 HRK to 201.262.770,00 HRK.
The amount resulted from decrease of capital was used to settle losses of the Company. Registration of
share capital decrease has been enrolled in the Commercial court as at 13 September 2012.

At the General Assembly held on 30 August 2012, the Company reached a decision on increase of
share capital by issuing new shares and payment of stock in cash. In the procedure of increase of share
capital by public offer 1.119.997 new regular shares with individual nominal amount of 90,00 HRK have
been enrolled and paid.

Share capital of the Company after the increase amounts to 302.062.500,00 HRK. As at 31 December
2012 share capital consists of 2.236.253 regular first emission shares, nominal amount of 90 HRK and
1.119.997 regular second emission shares, nominal amount 90 HRK each. Through the decision from
18 December 2012 reached by the Commercial court in Rijeka — permanent office in Pazin increase of
share capital has been enrolled in the court register.
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Shareholders of ULJANIK d.d. as at 31 December 2012 are:

Red. . - Udio u temeljnom
broj Vlasnik Broj dionica kapitalu (%)
1 AUDIO / HRVATSKI ZAVOD ZA MIROVINSKO OSIGURANJE 259.731 7,7387
2 HRVATSKA POSTANSKA BANKA D.D. / KAPITALNI FOND D.D. 222.222 6,6211
3 CROATIA OSIGURANJE D.D. 166.666 4,9658
4 HRVATSKA POSTANSKA BANKA D.D./ FOND ZA FINANCIRANJE RAZGRADNJE NEK 166.666 4,9658
5 HYPO ALPE - ADRIA - BANK D.D. / PBZ CROATIA OSIGURANJE OBVEZNI MIROVINSKI FOND 133.333 3,9727
6 HRVATSKI ZAVOD ZA ZDRAVSTVENO OSIGURANJE 130.157 3,8780
7 CROATIA OSIGURANJE D.D. / ZINOTNO OSIGURANJE 111.111 3,3106
8 SOCIETE GENERALE - SPLITSKA BANKA D.D. / ERSTE PLAVI OBVEZNI MIROVINSKI FOND 111.111 3,3106
9 HRVATSKA BRODOGRADNJA JADRANBROD D.D. 104.375 3,1099
10 ADRIS GRUPA D.D. 83.000 2,4730
11 DOMACA FIZICKA OSOBA (7.198) 1.550.638 46,2015
12 STRANA OSOBA ( 14) 3.323 0,0990
13 OSTALI DIONICARI (  46) 313.917 9,3532

UKUPNO 3.356.250 100,0000

total shareholders as at 31 December 2012 = 7.268 shareholders

Business activity

In 2012 ULJANIK Group realised negative financial result after tax in the amount of 72.779 thousand
HRK. Total income amounts to 1.541.038 thousand HRK, while total expenses amount to 1.612.596
thousand HRK.

Tangible expenses amount to 1.035.543 thousand HRK, decrease of 206.247 thousand HRK compared
to previous year. Tangible expenses comprise 70% of operating expenses. Sales turnover have
decreased for 163.515 thousand HRK compared to previous year. Sales turnover comprise 90% of total
income.

Key financial information

in 000 HRK 1-X11/2011 1-X11/2012
Turnover 1.554.894 1.391.379
Operating result 39.295 (20.298)
Net profit /(loss) for the period 1.699 (72.779)
in 000 HRK 31.12.2011 31.12.2012
Cash and short term financial assets 111.356 50.699
Total assets 1.891.913 1.677.599
Equity 215.552 243.573
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ULJANIK - brodogradnja, strojogradnja, elektroindustrija,
oprema, plovidba, trgovina, turizam d.d.

Flaciusova 1

INDEPENDENT AUDITOR'S REPORT FOR ULJANIK GROUP

To Management Board and shareholders of ULJANIK brodogradnja, strojogradnja,

elektroindustrija, oprema, plovidba, trgovina, turizam d.d., Pula

We have performed the audit of enclosed financial statements of ULJANIK brodogradnja, strojogradnja,
elektroindustrija, oprema, plovidba, trgovina, turizam d.d. Pula (hereinafter: the Group) which comprise the
consolidated balance sheet of the Group as at 31 December 2012, statement of the comprehensive income,
cash flow statement and statement of changes in equity for the year then ended, summary of significant of

significant accounting policies and other explanatory notes.

1. Management Board's responsibility for the financial statements

Management Board is responsible for preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards. This responsibility includes:
designing, implementing and maintaining internal controls 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.

2. Auditor’s responsibility

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

whether the financial statements are free from material misstatement; whether due to fraud or error.


















NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

General information

ULJANIK d.d. is a joint stock company founded according to Croatian laws and regulations. Headquarters of the
Company is located in Pula, Flaciusova 1.

On the basis of Notification of classification of business entity according to national classification of business
activities of the Central Bureau of Statistics, the Parent company has numeric code of class 7010 — Management
activities, registration number of the business entity is 03229238, and the Personal Identification Number is
56243843109.

As at 31 December 2012 the shares of the Parent company are quoted on the joint stock company market of the
Zagreb Stock Exchange.

1. Significant accounting policies

Here follows an overview of significant accounting policies adopted for preparation of these financial statements.
These accounting policies have been applied consistently for all periods included in these statements, except
when otherwise indicated.

1.1. Basis of preparation — Statement of compliance

Consolidated financial statements of ULJANIK d.d. and its subsidiaries (hereinafter: the Group) have been
prepared in accordance with International Financial Reporting Standards (IFRS). Consolidated and separate
financial statements are prepared on a historical cost basis. . All amounts are presented in HRK, except where
otherwise indicated, and rounded-off to the closest thousand. Foreign exchange rate for HRK as at 31 December
2012 was 1 USD=5,726794 HRK (31 December 2011: 1 USD=5,819940 HRK) and 1 EUR=7,545624 HRK (31
December 2011: 1 EUR=7,530420 HRK).

These financial statements are prepared on going-concern basis.

Preparation of consolidated and separate financial statements which are in accordance with International
Financial Reporting Standards (IFRS) requires usage of certain significant accounting estimates. The
Management Board is also required to use judgement in the process of applying accounting policies of the Group.

Standards, interpretations and amendments published by IASB and adopted by the European Union and
Croatian Financial reporting standards committee and are enforced

For the year ended on 31 December 2012 the Company adopted new and altered International financial reporting
standards and its interpretations mentioned below and showed comparatives according to requirements. Adoption
of altered Standards had no effect on the equity as at 1 January 2012:
e IFRS 7 Financial instruments: disclosures — transfers of financial assets (amendments effective for
annual periods beginning on 1 July 2011 or later).
Standards, interpretations and amendments that are not yet effective
At the date of approval of these financial statements, certain new standards, amendments and interpretations to
existing standards have been published but are not yet effective for the year ended 31 December 2012:
e |IFRS 1 First-time adoption of International financial reporting standards — replacement of fixed dates for
certain exceptions (effective for annual periods beginning on or after 1 January 2013);

e |IFRS 1 First-time adoption of International financial reporting standards — additional exemptions for
companies after being subject to severe hyperinflation (effective for annual periods beginning on or after
1 January 2013);

e |AS 12 Income taxes (revised) — limited modifications at measurement of deferred tax (effective for

annual periods beginning on or after 1 January 2013).

e [FRS 9 - Financial Instruments (new standard effective for annual periods beginning on or after 1 January

2015);
Consolidated annual report 2012



e |IFRS 10 — Consolidated financial statements (new standard effective for annual periods beginning
on or after 1 January 2014);

e |IFRS 11 - Joint arrangements (new standard effective for annual periods beginning on or after 1 January
2014);

e |IFRS 12 — Disclosure of interests in other entities (new standard effective for annual periods beginning
on or after 1 January 2014);

e Amendments of IFRS 10, IFRS 11 and IFRS 12 — guide through transitional stipulations (effective for

annual periods beginning on or after 1 January 2014);

o Amendments of IFRS 10, 12 and IAS 27 — investment companies (effective for annual periods beginning
on or after 1 January 2014);

e |AS 27 and IAS 28 — amendments for issuance of above mentioned consolidation standards (effective for

annual periods beginning on or after 1 January 2014);

o |IFRS 13 — measurement of fair value (new standard effective for annual periods beginning on or after 1
January 2013);

o Amendment of IAS 1 — presentation of financial statements (effective for annual periods beginning
on or after 1 January 2012);

o Amendments of IAS 19 — Employee benefits (effective for annual periods beginning on or after 1 January
2013);

e Amendments of IAS 32 — Financial instruments: presentation — amendment of clarification for offsetting

financial assets and financial liabilities (effective for annual periods beginning on or after 1 January 2014);

e Amendments of IFRS 7 Financial instruments: disclosures — offsetting financial assets and financial

liabilities (amendments effective for annual periods beginning on or after 1 January 2013);

o Amendments of IFRS 7 Financial instruments: disclosures — amendments requiring disclosures related to

first time application of IFRS 9 (effective for annual periods beginning on or after 1 January 2015);
¢ Amendments of IFRS 1 — state loans (effective for annual periods beginning on or after 1 January 2013);

e Annual improvements of IFRS 2009-2011 (IFRS 1, IAS 1, IAS 16, IAS 32 and IAS 34) — effective for
annual periods beginning on or after 1 January 2013;

e [IFRIC 20 ,Stripping Costs in the Production Phase of a Surface Mine“ (effective for annual periods
beginning on or after 1 January 2013).

The Management Board anticipates that all mentioned interpretations and standards will be applied for
financial statements of the Company for annual periods when they are effective, and that their adoption will
not have significant effect on financial statements of the Company in the period of first time adoption.

1.2. Consolidation principles

Consolidated financial statements comprise the Parent Company and subsidiaries after elimination of all
significant intra-group transactions. Subsidiary is an entity controlled by the Parent in which the Parent directly or
indirectly owns more than 50% of the voting rights of the entity or direct control. Subsidiaries are fully consolidated
from the day of acquisition, and continue to be consolidated until the date that such control ceases as a result of
sale or liquidation. Acquisitions of subsidiaries are measured at cost. Financial statements of subsidiaries are
prepared for the same reporting period as the Parent Company, using consistent accounting policies. Adjustments
are made if there are differences in used accounting policies, if any.
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List of subsidiaries is shown in note 13.

Minority interest in equity and results of entities controlled by the Parent Company are represented separately in
the consolidated financial statements.

1.3. Foreign currencies

Transactions denominated in foreign currencies are converted into functional currency at the rate prevailing at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies were converted into HRK
using the middle exchange rate of the Croatian National Bank at the end of the reporting period. Gains and losses
from foreign exchange rate are included in the profit and loss account as incurred.

1.4. Intangible assets

Intangible asset is presented according to the stipulations of IAS 38 — Intangible assets, including non-monetary
asset which can be recognised without physical characteristics.

Intangible assets consist of:

- development expenditures;

- patents, licences, concessions and trademark;
- goodwill;

- advances for purchase of intangible assets;

- otherintangible assets.

Intangible asset is initially recognised at cost, and after the initial recognition it is measured at cost decreased for
value adjustments (accumulated amortisation) and for accumulated impairment losses.

Depreciation of intangible assets with defined lifetime is calculated on a straight-line basis (linear method in
estimated useful lifetime, during contracted period.

1.5. Property, plant and equipment
Property, plant and equipment are presented at cost decreased for accumulated depreciation and impairment.

Subsequent costs are included in the book value of an asset or are recognised, when necessary, as separate
assets only when it is probable that future economic benefits associated with the item will flow to the entity, and

the cost of an item can be measured reliably. Spare parts and servicing equipment are usually recognised in profit
or loss as incurred.

Land and assets under construction are not depreciated. Depreciation of other assets is calculated for each item
separately on a straight-line basis over the estimated useful lifetime of the related assets.

Estimated useful lifetime of assets is as follows:

Buildings 55 years
Plant and equipment 4 — 25 years
Transportation 4 — 5 years
Tools 10 years

IT equipment 4 years

The gain or loss arising from derecognition of assets is determined as the difference between the net disposal
proceeds and the carrying amount of the item and shall be included in profit or loss when the item is
derecognised.

1.6. Investment property

Investment property is initially measured at cost. After initial recognition investment property is measured at fair
value, which reflects market conditions at the balance sheet date.

A gain or loss arising from a change in the fair value of investment property shall be recognised in profit or loss for
the period in which it arises.

Transfers to, or from, investment property shall be made when, and only when, there is a change in use,

evidenced by:
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(a) commencement of owner occupation, for a transfer from investment property to owner-occupied property,
(b) commencement of development with a view to sale, for a transfer from investment property to inventories,
(c) end of owner occupation, for a transfer from owner-occupied property to investment property,

(d) commencement of an operating lease to another party, for a transfer from inventories to investment property,
or

(e) end of construction or development, for a transfer from property in the course of construction or development
(covered by IAS 16) to investment property.

1.7. Investments in subsidiaries

In separate financial statements of the Company, investments in subsidiaries are measured at cost, adjusted for
permanent decrease in value. Received and voted dividends are recorded in favour of profit and loss account.

1.8. Investments in associates and other non-consolidated companies

An associate is an entity in which the Group has significant influence, but no control or joint control over financial
and business policies.

Investments in associates are measured at cost less impaired losses.

Results, assets and liabilities of an associate are stated in these consolidated financial statements using the
equity method, except investments classified as available for sale. Investments in associates are initially
measured at cost less adjustments for any changes in Group's share in net assets of the associate after
acquisition and adjusted for any additional impairment of each individual investment. If Group's share of losses of
an associate exceeds its interest in an associate, the Group discontinues recognising its share of future losses.

Investments in less significant consolidated companies are mostly measures at cost less impairment.

1.9. Financial instruments

Financial assets and liabilities are initially recognised at cost, representing fair value of given or taken counter-
obligation including transaction costs. After initial recognition investments classified as available for sale or held
for trading are valued at fair value. Gains or losses on available for sale investments are recognised in the profit
and loss account. Gains and losses on investments available for sale are recognised in equity in reserves, until
the investment is derecognised, collected or impaired, when the cumulative gains or losses recognised in equity
are recognised in profit and loss.

Investments in shares that are not quoted on the active market are recognised at cost, if the fair value cannot be
reliably measured.

Other financial assets held to maturity and financial liabilities, which are loans given and received and issued
bonds are subsequently carried at amortised cost using the effective interest rate method. Amortised cost is
calculated taking into account any discount or premium on acquisition until maturity. For investments carried at
amortised cost gains and losses are recognised in the profit and loss account when derecognised or impaired, as
well as through depreciation process.

Regular transactions with financial instruments are recorded when the asset is delivered (settlement date). When
settlement date in financial records is applied, changes in the value of the assets are recorded even though the
asset is not recognised until the settlement date.

1.10. Impairment of assets

The Group assesses at each reporting date whether there is an indication that a financial asset may be impaired,
except the assets classified as valued at fair value through profit and loss. If such objective indication exists due
to one or more events arising after the initial recognition, and that event affects the estimated future cash flows
from financial assets, financial asset is impaired.

If objective indication on arising impairment of equity instrument not quoted on the active market and not valued
as at fair value exists, amount of impairment loss is measured as the difference between book value of financial
asset and present value of estimated future cash flows discounted using current market return rate for similar
financial assets.
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1.11. Leases

Leases of property, plant and equipment in which the company bears all the risks and rewards are classified as
financial leases. Financial leases are capitalised at the inception of the lease at the fair value of the asset or at the
present value of the minimum lease payments, depending what amount is lower. Lease payments are
apportioned between the finance charges and reduction of the lease liability so as to achieve a constant rate of
interest on the remaining balance of the liability.

Property, plant and equipment under the finance lease are depreciated over the shorter of the estimated useful
life of the asset and the lease term.

Leases in which the company does not substantially bear all the risks and rewards incidental to ownership are
classified as operating leases. Lease payments are recognised as expenses over the lease term.

1.12. Inventories

Inventories are valued at the lower of cost (weighted average cost) or net realisable value. Net realisable value is
the estimated selling price in the ordinary course of business, less estimated costs of completion and the
estimated costs necessary to make the sale.

Work in progress is valued by reference to the stage of completion, measured by value of the contract that was
completed until the reporting date related to calculated value.

Costs include fixed and variable costs that relate directly to specific contracts, and all costs that are attributable to
contract activity in general and can be allocated to the contract, including the borrowing costs for the specific
contracts. Costs also include costs of additional work, if any.

Intermediate and finished goods are valued at lower of production cost or net realisable value.

Damaged or obsolete inventories are estimated on the balance sheet date by net realisable value.

Construction contracts

When the outcome of the construction contract cannot be estimated reliably, income is recognised only to the
extent of contract costs incurred that it is probable to be recoverable.

When the outcome of the construction contract can be measured reliably and when it is probable that it will result
in profit, contract income is recognised as income during contract duration. When it is probable that total contract
cost will exceed total income, expected loss is recognised as an expense immediately.

For all contracts in progress for which costs incurred plus recognised gains (less recognised losses) exceed
progress' billings, the Group states receivables from customers as recoverable amounts from contracts as
prepayments and accrued income. When payments from customers exceed costs incurred plus recognised gains
(less recognised losses), the Group states that liability as contract liability, as advances received.

1.13. Receivables

Receivables (except given loans) are stated in the original amount decreased to the recoverable amount by
impairment of doubtful receivables. Estimate of impairment is done when there is uncertainty about recoverability
of the amount. Bad and doubtful receivables are written-off when determined.

Incurred income and related expenses, that do not have the elements to be recognised as receivables are stated
as prepayments and accrued income in the amount stated in the documents. When conditions are achieved to
issue the documents to earn the receivable, accruals are transferred to receivables.

1.14. Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, short term deposits with 3 months maturity or less and cash at
banks. Cash amounts at banks and in hand are stated in the nominal amount pronounced in HRK. Foreign
currencies at banks and in hand are denominated at the balance sheet date using the middle exchange rate of
the Croatian National Bank.
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1.15. Income tax

Tax calculations are based on profit calculations for the year and reconciled for permanent and temporary
differences between taxable and accounting profit.

Income tax calculation is computed according to Croatian tax regulations. Deferred income tax is provided using
the liability method on temporary differences at the balance sheet date between the tax bases of assets and
liabilities and their carrying amounts for financial reporting purposes. Deferred income tax assets and liabilities are
measured at tax rates that are expected to apply in years in which the asset is realised or liability settled.

Deferred income tax asset is recognised when it is probable that sufficient taxable profit will be available to allow
that asses to be utilised. Current and deferred income tax is charged or credited directly to equity if the tax relates
to items that are credited or charged, in the same or different period, directly to equity.

At the balance sheet date unrecognised deferred tax assets are re-assessed as well as the adequacy of current
value of tax assets.

1.16. Equity

Share capital is stated in the amount recorded in the Court Register on constitution, or change of share capital
value.

1.17. Provisions

Provisions are recognised if the Company has a present legal or constructive obligation as a result of past event, it
is probable that an outflow of resources will be required to settle the obligation and a reliable estimate can be
made of the amount of the obligation.

1.18. Employee benefits

(a) Pension plans and other post- employment benefits

In course of regular business during wage payments the Group, on behalf of its employees, members of the
pension funds, pays contributions according to the law. Payments to pension funds are stated as part of the wage
expenses when calculated.

(b) Severance payment

Severance payment is recognised when the Company terminates the contract of the employee before normal
retirement date or when the employee willingly accepts termination of the contract in exchange for severance pay.
The Company recognises severance payment liabilities when it has accepted the obligation to terminate the
contract with present employees, based on detailed formal plan without possibility to cancel it or plans severance
payment as a result of an offer to encourage voluntary termination of the contract.

1.19. Income recognition

(a) Construction contract income

Income are recognised for individual contract, according to stage of completion method, when it is possible to
measure the stage of completion reliably and clearly identify the incurred costs and reliably measure:

B total income, and
W total costs until completion.

When the outcome of the construction contract cannot be reliably estimated income is recognised to the extent of
contract costs incurred that is probable will be recoverable, and contract costs are recognised as expense when
incurred.

(b) Government grants

Government grant that becomes receivable as compensation for expenses or losses already incurred or for the
purpose of giving immediate financial support to the entity with no future related costs shall be recognised in profit
or loss of the period in which it becomes receivable.
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Government grants for individual contracts are recognised only if their achievement is certain, when they are a
part of total contract income, and are recognised for ships delivered in the current year.

Government grants related to tangible assets which are depreciated are recognised as income in years and to the
extent of charged depreciation of these assets.

(c) Income from interest

Income from interest is recognised as interest accrues, taking into account real yield on ceded funds.

(d) Dividends
Dividends are recognised when the right to receive payments has been established.
1.20. Comparatives

When necessary, comparative information is reclassified for the purpose of comparability into classification used in
the financial statements for the current year.
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2. Information on business segments
Shipbuilding Englne§ Equipment Other Elimination Consolidated
construction .
production
000 HRK 000 HRK 000 HRK 000 HRK 000 HRK 000 HRK

For 2011
TURNOVER
External turnover 1.637.466 30.627 8.594 36.075 - 1.712.762
Turnover within the Group 3.892 73.201 27.611 43.162 (147.866) -
Total turnover 1.641.358 103.828 36.205 79.237 (147.866) 1.712.762
Operating expenses (1.604.706) (121.466) (36.344) (59.098) 148.147 (1.673.467)
Operating profit 36.652 (17.638) (139) 20.139 281 39.295

Net financial income / (expenses) (34.016) (2.200) 317 (460.215) 460.645 (35.469)
Profit before tax 2.636 (19.838) 178 (440.075) 460.925 3.826
Income tax - - (73) (2.054) - (2.127)
Profit / (loss) after tax 2.636 (19.838) 105 (442.129) 460.925 1.699
Other information
Consolidated assets 1.733.202. 92.205 112.639 279.428 (325.561) 1.891.913
Consolidated liabilities 1.659.954 107.618 5.602 129.26 (109.739) 1.676.361
Investments 5.986 2.866 1.776 355 - 10.983
Depreciation 27.023 5.038 3.018 1.264 - 36.343
For 2012
TURNOVER
External turnover 1.391.196 51.196 2.099 18.476 - 1.462.967
Turnover within the Group 2.584 55.994 29.721 42.392 (130.691) -
Total turnover 1.393.780 107.190 31.820 60.868 (130.691) 1.462.967
Operating expenses (1.392.844) (131.102) (30.066) (59.944) 130.691 (1.483.265)
Operating profit 936 (23.912) 1.754 924 - (20.298)

Net financial income / (expenses) (51.724) (1.970) 9) 2.443 - (51.260)
Profit before tax (50.788) (25.882) 1.745 3.367 (71.558)
Income tax - - (360) (861) - (1.221)
Profit / (loss) after tax (50.788) (25.882) 1.385 2.506 - (72.779)
Other information
Consolidated assets 1.506.937 103.783 113.720 379.958 (426.799) 1.677.599
Consolidated liabilities 1.484.476 145.078 5.299 10.150 (210.977) 1.434.026
Investments 7.390 6.602 566 701 - 15.259
Depreciation 24.585 4.946 2.832 1.130 - 33.493
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3. Other operating income

2012 2011

000 HRK 000 HRK

Grants 3.112 6.984
Income from liabilities write off 539 14
Income from previous years 1.956 1.138
Reversal of provisions 56.875 119.425
Income from collection of previously written off receivables 1.477 303
Insurance claims 1.909 4.727
Income from use of own products 42 78
Other operating income 5.678 25.199
71.588 157.868

Reversal of provisions in 2012 relate to reversal of provisions for warranty expenses in the

amount of 4.433

thousand HRK, reversal of contract loss provisions in the amount of 51.243 thousand HRK, reversal of litigation
provisions in the amount of 1.074 thousand HRK and reversal of severance pay provisions in the amount of 125

thousand HRK.

4. Personnel expenses

2012 2011

000 HRK 000 HRK

Wages and salaries 186.341 181.339
Contributions 125.749 122.324
312.090 303.663

Number of employees in the Group as at 31 December 2012 is 2.631 (31 December 2011: 2.663).

5. Depreciation and amortisation expenses

2012 2011

000 HRK 000 HRK

Amortisation of intangible assets 5.288 5.404
Depreciation of tangible assets 28.205 30.939
33.493 36.343
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6. Other operating expenses

2012 2011

000 HRK 000 HRK

Insurance premiums 7.802 15.467
Litigation costs 2.853 1.959
Property tax and other tax not related to profit 1.166 1.577
Administrative and court fees 416 364
Penalties and fines 1.538 1.603
Donations 2.240 2.792
Write off of receivables and other short term assets 2.187 5.074
Write off of intangible and tangible assets 539 1.653
Representation costs 861 672
Provisions for warranties - 2.968
Provisions for contract losses 18.458 1.800
Other provisions 1.747 238
Raw materials write off 598 349
Other personnel expenses 27.233 29.883
Bank fees and commissions 19.798 12.890
Other operating expenses 12.448 14.044
99.884 93.333

Expected contract losses in the total amount of 18.458 thousand HRK the Group recognised as expense in
2012.

7. Net financial income / (expenses)

2012 2011

000 HRK 000 HRK

Interest income 2.547 945
Positive foreign exchange rate 74.821 97.298
Dividends 703 22
Total financial income 78.071 98.265
Interest expenses (48.954) (42.296)
Negative foreign exchange rate (76.153) (91.438)
Total financial expenses (125.107) (133.734)
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8. Participation in results of associates
2012 2011
000 HRK 000 HRK
Loss from associates 4.224 -
4.224 -

Share in result of associate relates to share in loss of company UNITED SHIPPING SERVICES TWELVE INc.
Monrovia, Liberia and company UNITED SHIPPING SERVICES THIRTEEN INc. Monrovia, Liberia in the
amount of 4.217 thousand HRK in which the Group holds 45% ownership and share in loss of associate
ULJANIK MARINA d.o.0. in the amount of 7 thousand HRK in which the Group holds 38% ownership.

9. Income tax

Profit is determined as the difference between income and expenses and corrected for allowances and
exemptions in accordance with stipulations of the Income Tax Law. Valid income tax rate is 20%.

For the period from 1 January till 31 December 2012 the Group realised loss as the difference between
income and expenses in the amount of 71.558 thousand HRK. Income tax amounts to 1.221 thousand HRK,
and loss after tax amounts to 72.779 thousand HRK.

Deferred tax assets based on transferred tax losses are not recognised in the financial statements due to
uncertainty of realisation of conditions for their future utilisation.

10. Intangible assets

Software,

atents and Assets in Assets under Total
P i concession construction
icenses
000 HRK 000 HRK 000 HRK 000 HRK

Cost
Balance 31 December 2011 25.680 185.504 28 211.212
Acquisition - - 858 858
Transfer from tangible assets - - 1 1
Transfer to tangible assets - - (10) (10)
Transfer from construction 859 - (859) -
Write-off (51) - - (51)
Balance 31 December 2012 26.488 185.504 18 212.010
Value adjustment
Balance 31 December 2011 24172 57.376 - 81.548
Depreciation for the period 868 4.420 - 5.288
Write-off (51) - - (51)
Balance 31 December 2012 24.989 61.796 - 86.785
Net book value
Balance 31 December 2011 1.508 128.128 28 129.664
Balance 31 December 2012 1.499 123.708 18 125.225
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The Group classified performed investments on maritime property after 5 January 1996 as investment on foreign
assets under concession according to resolution of maritime property issues in 2010.

On grounds of IAS 38 — Intangible assets, paragraph 94 the useful life of an intangible asset that arises from
contractual or other legal rights shall not exceed the period of contractual or other legal rights, so that the useful
life of assets that the Group classified as investment on foreign property under concession is the term that the

concession is received, that is January 2041.

Purchase value of intangible assets of the Group, which is completely depreciated, but still in use, amounts to

53.394 thousand HRK.

11. Property, plant and equipment

Land and Plant and Fumniture, Assets under Other
S . tools and - Total
buildings  equipment . construction assets
vehicles

000 HRK 000 HRK 000 HRK 000 HRK 000 HRK 000 HRK
Cost
Balance 31 December 2011 189.89 826.115 201.342 36.732 69 1.254.157

9
Acquisition - - - 14.401 - 14.401
Transfer to intangible assets - - - (1 - (1)
Transfer from intangible assets - - - 10 - 10
Transfer from construction 303 11.657 4.142 (16.102) - -
Write-off (34) (3.146) (6.017) (1 - (9.198)
Sale (78) (82) (457) - - (617)
Other 60 - (15) (190) - (145)
Balance 31 December 2012 190.15 834.544 198.995 34.349 69 1.258.607
0

Value adjustment
Balance 31 December 2011 109.038 674.977 176.762 - - 960.777
Depreciation for the period 2478 25.727 - - - 28.205
Sale (63) (82) (427) - - (572)
Write-off (34) (2.975) (5.768) - - (8.777)
Other 24 - (15) - - 9
Balance 31 December 2012 111.443 697.647 170.552 - - 979.642
Net book value
Balance 31 December 2011 80.862 151.139 24.580 36.730 69 293.380
Balance 31 December 2012 78.707 136.897 28.443 34.849 69 278.965

Purchase value of tangible assets of the Group, which is completely depreciated, but still in use, amounts to

716.449 thousand HRK.
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12. Investment property

Land Buildings Total

000 HRK 000 HRK 000 HRK
Cost
Balance 31 December 2011 51.866 20.173 72.039
Balance 31 December 2012 51.866 20.173 72.039
Value adjustment
Balance 31 December 2011 - - -
Balance 31 December 2012 - - -
Net book value
Balance 31 December 2011 51.866 20.173 72.039
Balance 31 December 2012 51.866 20.173 72.039

Real estate on the location outside of the historic core of ULJANIK, on the address Valica 6, which is leased
out, the Group presents and measures according to IAS 40 Investment property.

Book value of the investment property is equal to fair value, on grounds of current market prices and location
of the property.

13. Investments

31 December 2012 31 December 2011

000 HRK 000 HRK

Investments in subsidiaries and associates 54.378 54.378
Investments in securities 251 251
Other investments in non-related companies 269 269
Long term deposits 18 18
Investment accounted using the equity method 124.582 75.065
179.498 129.981

Investments in subsidiaries and associates represent investments in certain non-consolidated subsidiaries
since their assets and liabilities and business results are not significant in respect of the Group. Investments in
subsidiaries of ULJANIK AKS d.d., USCS d.o.o. i BRODO OPUS d.o.o. which have not been consolidated are
equal to the amount of 3.592 thousand HRK.

Investments in associated companies in amount of 50.786 thousand HRK relate to investment in Adriadiesel
d.d. in the amount of 15.487 thousand HRK representing 28,15% of share capital of the company, investment
in Brodogradiliste Viktor Lenac d.d. in the amount of 35.298 thousand HRK representing 23,22% of the share
capital of the company.

Investment accounted using the equity method in the amount of 124.582 thousand HRK (31 December
2011:75.065 thousand HRK) relate to investment in UNITED SHIPPING SERVICES TWELVE INc. Monrovia,
Liberia and UNITED SHIPPING SERVICES THIRTEEN INc. Monrovia, Liberia.

By converting receivables from delivery of constructions 488 and 489 ULJANIK Brodogradiliste d.d. gained
45% of ownership in the companies that ordered the ship.

Investment in ULJANIK MARINA d.o.o. in the amount of 7 thousand HRK classified as investment calculated
using the share method as at 31 December 2012 amounts to 0 HRK as share in loss exceeded the investment

amount.
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a) Investme

nt in subsidiaries

Consolidated financial statements include financial statements of ULJANIK d.d. and its subsidiaries noted in

the following table:

Consolidated subsidiaries Country of

ULJANIK Brodogradiliste

registration

d.d. Croatia

ULJANIK Strojogradnja d.d. Croatia
ULJANIK Proizvodnja opreme d.d. Croatia
ULJANIK Zajednicki poslovi d.o.o. Croatia
ULJANIK IRI d.o.0. Croatia
ULJANIK Financije d.o.o. Croatia
ULJANIK Standard d.o.o. Croatia

Date of
foundation

17 July 1991
17 July 1991
17 July 1991
20 April 1992
17 July 1991
20 April 1992
9 November 1990

Activity

Shipbuilding

Engine construction

Repair, modification of ships
Accounting, audit, tax

Data management

Financial intermediation.
Catering

The Group has 100% shares in all above mentioned companies.

Financial statements of following subsidiaries are not consolidated since are considered insignificant for the

Group:
Country of Year of Ownership share
Subsidiary Activity foundation ~ foundation
31 31
December December
2012 2011
BRODO OPUS d.o.o.  Production of metal Croatia 1996 100% 100%
constructions

ULJANIK AKS d.o.o. Corrosion protection Croatia 1993 60% 60%
ULJANIK Shipbuilding  Development and Croatia 1994 67% 67%

Computer Systems
d.o.o.

implementation of software

ULJANIK since 1856



14. Receivables

31 December 2012

31 December 2011

000 HRK 000 HRK
(@)
Long term
Flats sold on credit 8.980 12.285
Other receivables 10.000 12.500
18.980 24.785

As at 31 December 2012 the Company has receivables from Tankerska plovidba d.d. Zadar in the amount of
15.000 thousand HRK based on the contract on mutual investment in Viktor Lenac out of which 10.000

thousand HRK is due in one years’ time, and is classified as long term receivable.

31 December 2012

31 December 2011

000 HRK 000 HRK
(b)
Short term
Net trade receivables 14.074 15.741
VAT receivables 13.573 23.584
Advances to suppliers 57.202 61.723
State receivables 212.648 320.393
Employee receivables 142 161
Other receivables 35.622 12.618
333.261 434.220

The largest portion of advances to suppliers relate to supplier Jan De Nul in the amount of 15.146 thousand

HRK (2011: 34.718 thousand HRK).

Receivables from cessions and assignments are stated as other receivables in the amount of 25.480

thousand HRK.

State receivables mostly relate to receivables based on the Agreement on arrangement of proprietary-legal
relationships from 2010 between Government of Republic of Croatia and Uljanik. As at 31 December 2012 the
balance of receivables from state based on the Agreement amounts to 208.719 thousand HRK.

31 December 2012

31 December 2011

000 HRK 000 HRK
(c)
Net trade receivables
Domestic trade receivables 24.420 23.473
Foreign trade receivables 368 2.861
Bad debt provisions (10.714) (10.593)
14.074 15.741
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15. Inventories

31 December 2012

31 December 2011

000 HRK 000 HRK

Raw materials 195.353 264.264
Work in progress 17.882 20.137
Finished goods and merchandise 57 122
213.292 284.523

16. Financial assets

31 December 2012

31 December 2011

000 HRK 000 HRK
Short term loans 3.693 1.360
3.693 1.360

17. Cash

31 December 2012

31 December 2011

000 HRK 000 HRK
Cash at banks and in hand 47.006 109.996
47.006 109.996
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18. Prepayments and accrued income

31 December 2012 31 December 2011

000 HRK 000 HRK

Recoverable amounts from construction contracts (18a) 405.567 411.821
Other accrued income 73 144
405.640 411.965

Also see Note 1.12, accounting policy Inventories

(18a) Recoverable amounts from construction contracts

31 December 2012 31 December 2011

000 HRK 000 HRK
Recoverable amount from construction contracts as at 1 411.821 468.368
January
Contracted costs and recognised profit through the year 1.340.031 1.492.268
Collected recoverable amount through the year (1.346.285) (1.548.815)
Recoverable amount from construction contracts as at 405.567 411.821

31 December

19. Share capital

31 December 2012 31 December 2011
000 HRK 000 HRK

Share capital as at 31 December 302.063 670.876

During July 2012 Parent company ULJANIK d.d. carried out the Employee stock ownership plan in a way that all
present or former employees of Uljanik bought shares according to conditions and price from the mentioned
Government resolution, which is 51,23 HRK per share. In that process Uljanik employees signed 2.548
contracts on sale of shares on grounds of which they bought 1.299.174 shares, at the time being 58,0960% of
total share capital of the Company.

At the General Assembly held on 30 August 2012 the Company reached a decision on simple share capital
decrease by decreasing the nominal amount of regular share marked ULJN-R-A from 300,00 HRK, for 210,00
HRK to 90,00 HRK. Based on the mentioned decision, the share capital of the Company has decreased from
670.875.900,00 HRK for 469.613.130,00 HRK to 201.262.770,00 HRK. The amount resulted from decrease of
capital was used to settle losses of the Company.

Registration of share capital decrease has been enrolled in the Commercial court as at 13 September 2012.

At the General Assembly held on 30 August 2012, the Company reached a decision on increase of share capital
by issuing new shares and payment of stock in cash. In the procedure of increase of share capital by public
offer 1.119.997 new regular shares with individual nominal amount of 90,00 HRK have been enrolled and paid.
Share capital of the Company after the increase amounts to 302.062.500,00 HRK. As at 31 December 2012
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share capital consists of 2.236.253 regular first emission shares, nominal amount of 90 HRK and 1.119.997
regular second emission shares, nominal amount 90 HRK each.
Shareholders of ULJANIK d.d. as at 31 December 2012 are:

Red. . P Udio u temeljnom
e Vlasnik Broj dionica kapitalu (%)
1 AUDIO / HRVATSKI ZAVOD ZA MIROVINSKO OSIGURANJE 259.731 7,7387|
2 HRVATSKA POSTANSKA BANKA D.D. / KAPITALNI FOND D.D. 222.222 6,6211
3 CROATIA OSIGURANJE D.D. 166.666 4,9658
4 HRVATSKA POSTANSKA BANKA D.D./ FOND ZA FINANCIRANJE RAZGRADNJE NEK 166.666 4,9658
5 HYPO ALPE - ADRIA - BANK D.D. / PBZ CROATIA OSIGURANJE OBVEZNI MIROVINSKI FOND 133.333 3,9727|
6 HRVATSKI ZAVOD ZA ZDRAVSTVENO OSIGURANJE 130.157 3,8780
7 CROATIA OSIGURANJE D.D. / ZIVOTNO OSIGURANJE 111.111 3,3106
8 SOCIETE GENERALE - SPLITSKA BANKA D.D. / ERSTE PLAVI OBVEZNI MIROVINSKI FOND 111.111 3,3106
9 HRVATSKA BRODOGRADNJA JADRANBROD D.D. 104.375 3,1099
10 ADRIS GRUPA D.D. 83.000 2,4730
11 DOMACA FIZICKA OSOBA (7.198) 1.550.638 46,2015
12 STRANA OSOBA ( 14) 3.323 0,0990
13 OSTALI DIONICARI ( 46) 313.917 9,3532

UKUPNO 3.356.250 100,0000|

Shareholders have the right on dividends and one vote for each share on annual and extraordinary assembly of
the Company.

As at 31 December 2012 shares of the Company are quoted on the open market of the Zagreb Stock Exchange
under stock symbol ULJN-R-A.

20. Long term provisions

31 December 2012 31 December 2011

000 HRK 000 HRK

Provisions for litigation 649 1.723
Provisions for potential contract losses - 77.486
649 79.209

21. Loans and borrowings

31 December 2012 31 December 2011

000 HRK 000 HRK

(a) Long term loans
Bank and other financial loans 522.014 619.446
Financial lease 88 109
522.102 619.555
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Repayment of long term loans as at 31 December 2012:

According to the Agreement with Republic of Croatia 208.719 313.078
More than 1, less than 2 years 167.417 143.723
More than 2, less than 3 years 73.364 105.962
More than 3, less than 4 years 24.962 53.823
More than 4, less than 5 years 24.521 1.694
More than 5 years 23.119 1.275
Total long term loans 522.102 619.555

(b) Short term loans

Bank and other financial loans 514.436 352.293
Loans from suppliers 124.444 147.048
Financial lease 109 -
Liabilities for accrued interest 9.679 8.253

648.668 507.594

Long term bank loans are secured by: Croatian Government guarantees and liens on equipment. Short term
financial loans and suppliers’ loans are secured by: Croatian Government guarantees, corporate guarantee,
mortgages on ships under construction or on real estate. All loans are secured with bills of exchange and
promissory notes.

In accordance with Agreement on arrangement of proprietary-legal relationships from 2010, Ministry of finance
of Republic of Croatia in 2012 made a payment of due loan liabilities towards Deutsche Bank in the amount of
104.359 million HRK. As at 31 December 2012 the balance of loan liabilities towards Deutsche Bank amounts
to 208.719 thousand HRK.

22. Trade and other liabilities

31 December 2012 31 December 2011

000 HRK 000 HRK

Trade receivables 146.301 163.809
Liabilities for advances received (see 21a) 20.827 248.353
Liabilities towards employees 16.897 17.901
Taxes and contributions 11.959 15.652
Other liabilities 7.840 3.291
203.824 449.003
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22(a) Liabilities for advances received

31 December 2012

31 December 2011

000 HRK 000 HRK
Gross liabilities for advances received as at 1 January 476.128 1.759.801
Advances received
For new constructions 1.003.601 1.460.373
Other foreign customers 29.933 14.073
Other domestic customers 582 551
Total advances received 1.510.244 3.234.798
Decrease of advances
Constructions delivered in the year (1.014.167) (2.751.563)
(see Note 1.12, accounting policy Inventories)
Contracts executed by % of completion (455.567) (227.729)
(see Note 1.12, accounting policy Inventories)
Foreign customers (19.401) (6.549)
Domestic customers (282) (604)
Total liabilities for advances received on 31 December 20.827 248.353

23. Accruals and deferred

income

31 December 2012

31 December 2011

000 HRK 000 HRK

Accruals 378 400
Provisions for contract losses 54.219 12.329
Other deferred income 4.186 8.268
58.783 20.997

Balance of provisions for expected contract losses as at 31 December 2012 amounts to 52.358 thousand HRK.

Provisions relate to contracts with expected realisation in 2013.

(a) Litigations

Provisions for litigations are stated according to the estimates made by the Management Board regarding
potential losses. Based on current information it is presumably possible that the outcome of litigations will

differ from estimated potential losses.

(b) Income recognition

The Group uses stage of completion method to determine the appropriate amount of income from the
construction contract for specific period. Stage of completion is measured based on contract costs until the

24. Significant accounting estimates

balance sheet date as percentage of total estimated costs for each contract.
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(c) Value adjustment of receivables

Estimate of recoverable amount from sale of goods and services is performed at the balance sheet date according
to estimated collection probability for each individual receivable.

25. Financial risk management

The Group does not use derivative financial instruments. The risk management policy regarding risks linked to
short and long term trade receivables, cash management, loans and liabilities can be summarised as follows:

Currency risk

Currency risk is the risk that the value of financial instruments will change due to changes in foreign exchange
rates. The Group is mostly exposed to the change in USD, because the significant portion of receivables and
foreign income is denominated in these currency, while the significant portion of trade and employee liabilities
are denominated in EUR and HRK. To decrease this risk, the goal is to accomplish currency compatibility of
inflows and outflows as good as possible.

Interest rate risk

Interest rate risk is the risk that the value of financial instruments will change due to change of market interest
rate. Short term bank loans are contracted with variable interest rate based on LIBOR, which exposes the
Group to certain risk of interest rate change.

Credit risk

Credit risk is the risk that counterparties in a financial instrument will not fulfil its obligations thus causing
financial loss to the other party. Provisions for doubtful receivables are estimated regularly, and are changed if
necessary.

Liquidity risk

Liquidity risk, considered the financing risk, is the risk that the Group will face difficulties in securing funds for
settlement of liabilities connected to financial instruments. The Group pays immense attention to cash flows on
daily basis and does not expect significant difficulties in liquidity.

Market risk

Market risk is the risk that the change in market prices, such as change in foreign currencies, interest rates and
market in general, will have an effect on the income of Group companies. The goal of market risk management
is managing and controlling exposure to the market risk within acceptable criteria. The Group is exposed to
market risk.

26. Unrealised contractual liabilities
At the balance sheet date the Group did not have any unrealised contractual liabilities.
27. Potential liabilities

At the balance sheet date the Group made provisions for all identified potential liabilities which can be estimated
reliably.

There are pending litigations with employees over payment of wage spread for the period from 1 January 2004
until payment, single litigation valued from 9 to 16 thousand HRK. The Group made no provisions for those
litigations, and withdrawal of litigations from the plaintiff are pending.

28. Audit fee and tax consultancy

Auditor of the financial statements of the Group, Reconsult d.o.0. Zagreb, in 2012 provided the services in
value of 360 thousand HRK, VAT not included (2011: 400 thousand HRK, VAT not included). Services refer to
costs of audit of consolidated financial statements and financial statements of subsidiaries.
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Partnership for tax consultancy Antici¢-Jakovljevic-Kuseta Rijeka, in 2012 provided the services in value of 105
thousand HRK, VAT not included (2011:105 thousand HRK, VAT not included). Services refer to providing
services in domain of tax consultancy.

29.  Subsequent events

By the Decision of the commerical court in Rijeka — permanent office in Pazin from 15 January 2013 decrease
of share capital of company ULJANIK Standard d.o.o. has been enrolled. Share capital of the Company has
been decreased through the decision of the General assembly from 18 June 2012 by decreasing the nominal
amount of business share from the amount of 90.599.200 to the amount of 40.599.200 HRK.

On 8 February 2013 ULJANIK d.d. delivered a binding offer to Republic of Croatia, Ministry of Finance, for
purchase of shares of Brodogradevna industrija 3. MAJ d.d.

On 4 March 2013 ULJANIK Brodogradiliste d.d. signed a contract on construction of 4 ferries with capacity of
600 passengers and 145 vehicles with JADROLINIJA Rijeka. Total value of the contract is 32 million EUR, and
delivery terms are from February to end of April 2014.

30. Preparation and approval of financial statements

Financial statements for 2012 have been prepared and approved by the Management Board as at 8 April 2013

ULJANIK d.d.

President of the Management Board

Anton Brajkovié
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Management Board

tel: +385 (0)52 373 000
fax: +385 (0)52 373 646

e-mail uljanik@uljanik.hr

www.uljanik._hr
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