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PRIVREDNA BANKA ZAGREB d.d.
MANAGEMENT BOARD

Pursuant to Article 39 of the Articles of Association of Privredna banka Zagreb d.d.
(hereinafter: the Bank) and Article 277 of the Companies Act, the Management Board of the
Bank at its 4_18 meeting, held on 15 February 2018, made the following

DECISION
on calling the Annual General Meeting

of Privredna banka Zagreb d.d., Zagreb, Radni¢ka cesta 50, which will be held on 28 March
2018, beginning at 11.00 a.m., at the Bank's premises in Zagreb, Radnicka cesta 44 B1 — 8™
floor.

At the Annual General Meeting of the Bank, the shareholders shall consider the following

AGENDA

1. The Supervisory Board Report on supervision exercised over the conduct of business
affairs in the Bank in 2017
2. Annual financial statements of the Bank and consolidated annual financial statements for
2017 (confirmed by the Management Board and the Supervisory Board of the Bank), and
Annual Management Board Report of Condition of the Bank and its Subsidiaries, and in
this regard:
2.1 Decision on the allocation of the Bank's profit earned in 2017
2.2 Decision on granting the approval of action to members of the Management Board of
the Bank for the year 2017
2.3 Decision on granting the approval of action to members of the Supervisory Board of
the Bank for the year 2017
2.4 Decision on payment of the remuneration to the president of the Supervisory Board of
the Bank for 2017
3. Decision on the appointment of the external auditor who shall conduct the audit of the
Bank's financial statements for the year 2018
4. Decision on the suitability of members of the Supervisory Board of the Bank based on
the regular suitability assessment

If a quorum stipulated by the Articles of Association of Privredna banka Zagreb d.d. is not
constituted at this General Meeting, then the General Meeting will be held on 29 March 2018,
at the same location, beginning at the same time, and the Agenda of the meeting will remain
the same.

Dinko Lucié, sgd.

President of the Management Board
In Zagreb, 15 February 2018
No.: MB _4 18/2.1



Item 1

PRIVREDNA BANKA ZAGREB d.d.
SUPERVISORY BOARD

Pursuant to Article 263, par. 3 and Articles 300.c and 300.d of the Companies Act and Article
53 of the Articles of Association of Privredna banka Zagreb d.d. (hereinafter: the Bank), the
Supervisory Board of the Bank submits to the General Meeting of the Bank the

REPORT
on supervision exercised over the conduct of business affairs
in Privredna banka Zagreb d.d. in 2017

In 2017 the Supervisory Board of the Bank performed its duties as a body composed of
seven members. The term of office of Mr Arietti, Member of the Supervisory Board elected by
the General Meeting in December 2016, started in February, after obtaining the approval of
the Croatian National Bank. Mr Boccolini was elected as President of the Supervisory Board
after the expiry of the term of office of Mr Gilli, and the term of office of Ms Buri¢, Deputy
President, was renewed. The term of office of Mr Centrone, who resigned from the
Supervisory Board, ended at the end of August. The Nomination Committee started the
process of nomination of Mr Moreno as candidate for a new member and he was elected by
the General Meeting in November 2017 with the prior approval of the Croatian National
Bank.

Three members of the Supervisory Board meet the independence criteria, as laid down by
the Credit Institutions Act and the Corporate Governance Code accepted by the Bank.

In the course of 2017 the Supervisory Board held 19 meetings with physical presence of
members or by letter, including four regular meetings held within the deadlines prescribed by
law and the Bank's Articles of Association. Members of the Management Board regularly
attended Supervisory Board meetings. As required by law, meetings were also attended by
persons responsible for the operation of individual control functions.

Acting in conformity with the law, the Articles of Association of the Bank, as well as its Rules
of Procedure, the Supervisory Board of the Bank supervised the conduct of the Bank's
affairs, established the guidelines for the Bank's business policy, and actively contributed to
its implementation, all on the basis of the reports of the Management Board on issues of
importance for the conduct of business affairs and the condition of the Bank.

The Management Board provided the Supervisory Board with duly prepared, true, and timely
reports on business policy and on other general issues related to the future conduct of
business, financial plans, risk management strategies and policies, operational profitability,
workflow, as well as income and the condition of the Bank, and other important issues. The
Management Board of the Bank submitted to the Supervisory Board the financial reports on
a quarterly, semi-annual, and annual basis and discussed their implementation with the
Supervisory Board. Quarterly reports of the internal audit and the risk control function (credit,
operational, and financial risks) were also submitted to the Supervisory Board in a timely



manner. Reports on the work of the risk control function and the compliance function were
submitted and considered semi-annually.

In accordance with the law, the Articles of Association of the Bank and its own decisions, the
Supervisory Board gave consent to decisions of the Credit Committee of the Bank regarding
the Bank's exposure to customers/groups of related parties. It also gave consent to basic
business documents adopted by the Management Board of the Bank: the budget for 2017,
strategies and policies for assuming and managing risks, strategies and procedures for
assessing adequacy of internal capital, and regulations which establish and ensure adequate
functioning of control functions. Within the scope of its authority, it supervised the adequacy
of the Bank's organizational structure.

Continuous and constructive cooperation of the Management Board with the Supervisory
Board also contributed to the fulfiiment of the supervisory function. The Supervisory Board
had at all times the possibility to ask for and to obtain from the Management Board
information on any issue related to operations of the Bank which significantly affected or
could have affected its position. Good and transparent cooperation, which was always in the
best interest of the Bank, its customers and shareholders, i.e. all stakeholders, and was also
in conformity with the currently valid legal provisions and internal regulations, manifested
itself in the open discussion between the Management Board and the Supervisory Board of
the Bank and also in-between members of each of the two bodies.

In the light of the foregoing, the Supervisory Board finds that in 2017 the Management Board
of the Bank was good and successful in managing the company's affairs in the best interest
of all the shareholders and in line with its authority, as established by legal regulations and
the Bank's Articles of Association.

Also in 2017 the Supervisory Board continued taking care of implementation of the long-term
succession plan, thus ensuring continuity of governance, by means of thoughtful and timely
nomination of candidates and their appointment to the Management Board of the Bank on
the basis of a prior assessment of their suitability for the function of the president or member
of the Management Board and with the prior approval of the Croatian National Bank.

As required by law, the Supervisory Board of the Bank participated in the process of regular
suitability assessment of members of the Management Board and persons responsible for
the operation of control functions in the Bank. Based on the outcome of the suitability
assessment conducted by the expert service of the Bank, and after obtaining a positive
opinion of the Nomination Committee, the Supervisory Board found that the president and
each member of the Management Board of the Bank were suitable to perform their
respective functions and that the Management Board collectively had sufficient knowledge,
skills and experience to perform its duties independently and without undue influence from
other persons, and in particular to understand the Bank's activities and the main risks.

Based on the assessment of the knowledge, skills, and experience of individual members of
the Supervisory Board conducted by the Bank's expert service and confirmed by the
Nomination Committee, and keeping in mind their participation and work done in the
meetings of the Supervisory Board and its committees, the Supervisory Board finds that all of
its members contributed significantly to its work, both individually and collectively, with their
competences, experience, and dedication, thus enabling adequate and full supervision of the
conduct of the Bank's affairs and complete performance of the Supervisory Board's function.
The Supervisory Board also underlines that last year no conflict of interest of Management
Board or Supervisory Board members was detected.

The Supervisory Board was assisted by the Audit Committee in its work. The Chairman of
the Audit Committee regularly reported on the Committee's work at the meetings of the
Supervisory Board.



The Audit Committee, appointed in accordance with the law and the parent bank rules,
worked in the previous year as a body composed of five members, including one member of
the Supervisory Board of the Bank. Six meetings were held in 2017 to discuss issues that fall
within the scope of authority of the Supervisory Board of the Bank. The Audit Committee
helped the Supervisory Board perform its duties related to supervision over the process of
financial reporting, audit process (including a recommendation for the selection of an
independent external auditor given to the shareholders' meeting), as well as compliance with
laws, regulations, rules, and the code of ethics. The Audit Committee in particular verified
whether all the control functions are independent and properly skilled to accomplish their
functions; analysed and evaluated together with the head of Internal Audit the annual plans,
the activities, the headcount, the organizational structure and regulation of the Internal Audit
function; examined the periodic reports of the heads of control functions (Risk Management,
Internal Audit, Compliance) and the head of the anti-money laundering function as well as
information on specific situations or corporate trends; analysed and proposed to the
Supervisory Board any action to be taken, and monitored the adoption of the corrective
actions recommended by the control functions of the Bank. The Supervisory Board
supervised, with the assistance of the Audit Committee, adequacy and efficiency of the
system of internal controls, which relies on three mutually independent control functions, with
the aim of maintaining and improving a system of internal controls that enables the Bank to
monitor and detect in a timely manner all risks to which it may be exposed in its operation.

In 2017, pursuant to the provisions of the Credit Institutions Act, the Bank held meetings of
the Remuneration Committee, the Nomination Committee, and the Risk Committee, technical
committees of the Supervisory Board of the Bank which are composed of Supervisory Board
members and are also responsible for the Bank's subsidiaries. The meetings discussed
issues falling within the scope of authority of those committees, observing the deadlines set
by law and the internal Charter of the Committees of the Supervisory Board. Based on
regular work reports, decisions, and recommendations of its committees, the Supervisory
Board finds that all the committees were successful in carrying out tasks under their authority
in line with the law, by-laws, and the Charter of the Committees.

V.

As is required by law, the Supervisory Board of the Bank examined the Annual financial
reports of the Bank and consolidated financial reports for 2017, the report of condition of the
Bank and its subsidiaries, and the draft decision on the allocation of the Bank's profit earned
in 2017, which were submitted by the Management Board. The Supervisory Board of the
Bank made no remarks on the submitted reports and it found that the Annual financial
reports and consolidated financial reports of the Bank (profit and loss account, balance
sheet, cash flow report, and notes to financial reports) were prepared in accordance with the
balances recorded in the business books and that they fairly disclosed the assets and the
financial condition of the Bank and the PBZ Group, as was confirmed also by the external
auditor KPMG Croatia d.0.0., Zagreb, which audited the financial reports in 2017.

After the Supervisory Board of the Bank has given its consent to the Annual financial reports
of the Bank and consolidated annual financial reports for 2017, the mentioned financial
reports are considered confirmed by the Management Board and by the Supervisory Board
of the Bank.

The Supervisory Board of the Bank accepted the Management Board report of condition of
the Bank and its subsidiaries, and it agreed that the Bank's profit totalling HRK
1,443,444,287.42 (after taxation), earned in the year ended on 31 December 2017, should
be allocated in the manner proposed by the Management Board of the Bank.

Based on the foregoing, the Supervisory Board of the Bank hereby presents the proposal to
the Annual General Meeting of the Bank to take note of the Annual financial reports of the



Bank and consolidated annual financial reports of the Bank for 2017 as well as the
Management Board report of the condition of the Bank and its subsidiaries, and in this
connection, to make the decision on granting approval of action to the members of the
Management Board and the Supervisory Board of the Bank, as well as to adopt the decision
on the profit allocation as proposed by the Management Board of the Bank.

Having supervised the conduct of the Bank affairs in 2017, which included also the review
and examination of the Bank's documentation, the Supervisory Board established that the
Bank acted in consistence with the law, by-laws, decisions of the Croatian National Bank
related to performed supervisory examinations of particular segments of the Bank's
operation, Bank’s internal regulations, instructions and guidelines of the parent bank, as well
as the decisions of the General Shareholders' Meeting of the Bank. Also, the Supervisory
Board finds that the Bank's operations were successful in their entirety and that the
established objectives were accomplished.

Respective decisions of the Management Board and the Supervisory Board of the Bank, by
means of which the Annual financial reports of the Bank and consolidated annual financial
reports of the Bank for 2017 were confirmed, constitute an integral part of this Report.

Paolo Sarcinelli, sgd.
p.p. Chairman

In Zagreb, 16 February 2018
No.: SB_3 18/4.1



PRIVREDNA BANKA ZAGREB d.d.
MANAGEMENT BOARD

Pursuant to Article 39 of the Articles of Association of Privredna banka Zagreb d.d.
(hereinafter: the Bank), the Management Board of the Bank at its 4_18 meeting, held on
15 February 2018 adopted the following

DECISION
on the Annual financial statements of the Bank for 2017

1. The Management Board of the Bank compiled the Annual financial statements of the
Bank for the year 2017, which are as stated below:

a) Balance sheet (in HRK million)

2017 2017
Subtotal Grand total
Total assets 75,497
Total liabilities 61,742
Shareholders' equity 13,755
Total liabilities and shareholders' equity 75,497
Off-balance sheet assets 14,635
b) Income statement (in HRK million)
2017. 2017.
Ukupno Sveukupno
Operating income 3,815
Provisions (net) (609)
Other operating expenses (1,414)
Depreciation and amortization (118)
(2,141)
Profit before income taxes 1,674
Income taxes (231)
Net profit for the year 1,443
c) Cash flow statement (in HRK million)
2017
Grand total
Cash and cash equivalents at the
beginning of the year 14,016
Cash and cash equivalents at the end of 16,972
the year
Net increase in cash and cash equivalents 2,956

d) Notes to financial statements



2. The Annual financial statements of the Bank for the year 2017 shall be submitted to the
Supervisory Board of the Bank for examination and for obtaining its consent with respect
to the statements.

3. This Decision shall enter into force on the date when it has been adopted.

Dinko Lucié, sgd.

President of the Management Board

In Zagreb, 15 February 2018.
No.: MB_4 18/1.1.1



PRIVREDNA BANKA ZAGREB d.d.
SUPERVISORY BOARD

Pursuant to Article 53 of the Articles of Association of Privredna banka Zagreb d.d.
(hereinafter: the Bank) and Article 300.d of the Companies Act, the Supervisory Board of the
Bank at its 3_18 meeting, held on 16 February 2018, adopted the following

DECISION
on the Annual financial statements of the Bank for 2017

1. Consent is hereby given with respect to the below stated Annual financial statements of
the Bank for the year 2017, which were compiled by the Management Board of the Bank:

a) Balance sheet (in HRK million)

2017 2017
Subtotal Grand total
Total assets 75,497
Total liabilities 61,742
Shareholders' equity 13,755
Total liabilities and shareholders' equity 75,497
Off-balance sheet assets 14,635
b) Income statement (in HRK million)
2017. 2017.
Ukupno Sveukupno
Operating income 3,815
Provisions (net) (609)
Other operating expenses (1,414)
Depreciation and amortization (118)
(2,141)
Profit before income taxes 1,674
Income taxes (231)
Net profit for the year 1,443
c) Cash flow statement (in HRK million)
2017
Grand total
Cash and cash equivalents at the
beginning of the year 14,016
Cash and cash equivalents at the end of 16,972
the year
Net increase in cash and cash equivalents 2,956

d) Notes to financial statements



2. After the Supervisory Board of the Bank has given its consent with respect to the Annual
financial statements of the Bank for 2017, the mentioned financial statements shall be
considered confirmed by the Management Board and by the Supervisory Board of the
Bank.

3. This Decision shall enter into force on the date when it has been adopted.

Paolo Sarcinelli, sgd.
p.p. Chairman

In Zagreb, 16 February 2018
No.: SB _3 18/3.1



PRIVREDNA BANKA ZAGREB d.d.
MANAGEMENT BOARD

Pursuant to Article 39 of the Articles of Association of Privredna banka Zagreb d.d.
(hereinafter: the Bank), the Management Board of the Bank at its 4_18 meeting, held on
15 February 2018 adopted the following

DECISION
on the consolidated annual financial statements for 2017

1. The Management Board of the Bank compiled the consolidated annual financial
statements of the Bank for 2017, which are as stated below:

a) Balance sheet (in HRK million)

2017 2017
Subtotal Grand total
Total assets 102,912
Total liabilities 86,313
Shareholders' equity 16,599
Total liabilities and shareholders' equity 102,912
Off-balance sheet assets 19,335
b) Income statement (in HRK million)
2017 2017
Subtotal Grand total

Operating income 4,908
Provisions (net) (829)
Other operating expenses (2,245)
Depreciation and amortization (198)

(3,272)
Income arising from investments 14
accounted by net equity method
Profit before income taxes 1,650
Income taxes (304)
Net profit for the year 1,346

Attributable to:
Equity holders of the Bank 1,331
Non-controlling interests 15




c) Cash flow statement (in HRK million)

2017
Grand total
Cash and cash equivalents at the
beginning of the year 16,195
Cash and cash equivalents at the end of 20,292
the year
Net increase in cash and cash equivalents 4,097

d) Notes to financial statements

2. The consolidated annual financial statements for the year 2017 shall be submitted to the
Supervisory Board of the Bank for examination and for obtaining its consent with respect
to the statements.

3. This Decision shall enter into force on the date when it has been adopted.

Dinko Lucié, sgd.
President of the Management Board

In Zagreb, 15 February 2018.
No.: MB_4_18/1.1.2



PRIVREDNA BANKA ZAGREB d.d.
SUPERVISORY BOARD

Pursuant to Article 53 of the Articles of Association of Privredna banka Zagreb d.d.
(hereinafter: the Bank) and Article 300.d of the Companies Act, the Supervisory Board of the
Bank at its 3_18 meeting, held on 16 February 2018, adopted the following

DECISION
on the consolidated annual financial statements for 2017

1. Consent is hereby given with respect to the below stated consolidated annual financial
statements of the Bank for 2017, which were compiled by the Management Board of the
Bank:

a) Balance sheet (in HRK million)

2017 2017
Subtotal Grand total
Total assets 102,912
Total liabilities 86,313
Shareholders' equity 16,599
Total liabilities and shareholders' equity 102,912
Off-balance sheet assets 19,335
b) Income statement (in HRK million)
2017 2017
Subtotal Grand total

Operating income 4,908
Provisions (net) (829)
Other operating expenses (2,245)
Depreciation and amortization (198)

(3,272)
Income arising from investments 14
accounted by net equity method
Profit before income taxes 1,650
Income taxes (304)
Net profit for the year 1,346

Attributable to:
Equity holders of the Bank 1,331
Non-controlling interests 15




c) Cash flow statement (in HRK million)

2017
Grand total

Cash and cash equivalents at the
beginning of the year

Cash and cash equivalents at the end of
the year

Net increase in cash and cash equivalents

16,195
20,292

4,097

d) Notes to financial statements

2. After the Supervisory Board of the Bank has given its consent with respect to the
consolidated annual financial statements for 2017, the mentioned financial statements
shall be considered confirmed by the Management Board and by the Supervisory Board

of the Bank.

3. This Decision shall enter into force on the date when it has been adopted.

In Zagreb, 16 February 2018
No.: SB_3 18/3.2

Paolo Sarcinelli, sgd.

p.p. Chairman



PRIVREDNA BANKA ZAGREB d.d. Item 2.1
ANNUAL GENERAL MEETING

Pursuant to Article 55 of the Articles of Association of Privredna banka Zagreb d.d.
(hereinafter: the Bank), the shareholders at the Annual General Meeting of the Bank held on
28 March 2018 made the following

DECISION
on the allocation of the Bank's profit earned in 2017

1. Itis hereby ascertained that the Bank, in the year ended on 31 December 2017, earned
net profit (i.e. profit after tax), in the amount of HRK 1,443,444,287.42.

2. Net profit of the Bank referred to in paragraph 1 above shall be distributed as follows:

— The amount of HRK 288,763,965.84, i.e. HRK 15.19 per share, shall be allocated for
the payment of dividend to all the Bank's shareholders who are registered as holders
of ordinary registered shares, with the exception of treasury shares, with the
depository of the Central Depository and Clearing Company on 12 April 2018 (record
date). The first day when the Bank's share trades without the right to dividend payout
is 11 April 2018 (ex-date).

The claim for the payment of dividend shall mature on 20 April 2018 (payment date).
— The amount of HRK 1,154,680,321.58 shall be allocated to the retained earnings.

3. This Decision shall enter into force on the date of its adoption.

Chairman of the General Meeting

In Zagreb, 28 March 2018
No..GM _1_18/2.1



PRIVREDNA BANKA ZAGREB d.d. ltem 2.2
ANNUAL GENERAL MEETING

Pursuant to Article 55 of the Articles of Association of Privredna banka Zagreb d.d.
(hereinafter: the Bank), the shareholders at the Annual General Meeting of the Bank held on
28 March 2018 made the following

DECISION

on granting the approval of action to members of the Management Board of the Bank

1. After the Annual financial statements for 2017 have been presented to the Annual
General Meeting of the Bank - which statements were confirmed by the Management
Board and the Supervisory Board of the Bank, it is hereby ascertained that the
Management Board of Privredna banka Zagreb d.d. managed the affairs of the Bank in
accordance with the law and the Articles of Association of the Bank, and, based on the
foregoing, members of the Management Board shall be granted the approval of action for
the year 2017.

2. This Decision shall enter into force on the date when it has been adopted.

Chairman of the General Meeting

In Zagreb, 28 March 2018
No.: GM _1_18/2.2



PRIVREDNA BANKA ZAGREB d.d. Item 2.3
ANNUAL GENERAL MEETING

Pursuant to Article 55 of the Articles of Association of Privredna banka Zagreb d.d.
(hereinafter: the Bank), the shareholders at the Annual General Meeting of the Bank held on
28 March 2018 made the following

DECISION
on granting the approval of action to members of the Supervisory Board of the Bank

1. After the Annual financial statements for 2017 have been presented to the Annual
General Meeting of the Bank - which statements were confirmed by the Management
Board and the Supervisory Board of the Bank, it is hereby ascertained that the
Supervisory Board of Privredna banka Zagreb d.d. performed its functions in accordance
with the law and the Articles of Association of the Bank, and, based on the foregoing,

members of the Supervisory Board shall be granted the approval of action for the year
2017.

2. This Decision shall enter into force on the date when it has been adopted.

Chairman of the General Meeting

In Zagreb, 28 March 2018
No.: GM _1_18/2.3



PRIVREDNA BANKA ZAGREB d.d. Item 2.4
ANNUAL GENERAL MEETING

Pursuant to Article 55 of the Articles of Association of Privredna banka Zagreb d.d.
(hereinafter: the Bank), the shareholders at the Annual General Meeting of the Bank held on
28 March 2018 made the following

DECISION

on payment of the remuneration to the president of the Supervisory Board of the Bank
for the year 2017

1. President of the Supervisory Board of the Bank shall be paid a remuneration in the kuna
equivalent of EUR 37,500.00 gross for the work performed in 2017, within 8 days after
the adoption of this Decision.

2. This Decision shall enter into force on the date when it has been adopted.

Chairman of the General Meeting

In Zagreb, 28 March 2018
No.. GM _1 18/ 2.4



PRIVREDNA BANKA ZAGREB d.d. Item 3
ANNUAL GENERAL MEETING

Pursuant to Article 55 of the Articles of Association of Privredna banka Zagreb d.d.
(hereinafter: the Bank), the shareholders at the Annual General Meeting of the Bank held on
28 March 2018 made the following

DECISION

on the appointment of the external auditor who shall conduct the audit of
the financial statements of the Bank for the year 2018

1. The audit firm KPMG Croatia d.o.0., Zagreb, lvana Lu€i¢a 2a, is hereby appointed as
the external auditor that shall conduct the audit of the financial statements of the Bank for
the year 2018.

2. This Decision shall enter into force on the date when it has been adopted.

Chairman of the General Meeting

In Zagreb, 28 March 2018
No.: GM _1_18/3



PRIVREDNA BANKA ZAGREB d.d. Item 4
ANNUAL GENERAL MEETING

Pursuant to Article 55 of the Articles of Association of Privredna banka Zagreb d.d.
(hereinafter: the Bank), Article 18, par. 3 and Article 20, par. 2 of the Decision on the
assessment of the suitability of the chairperson of the management board, members of the
management board, members of the supervisory board and key function holders in a credit
institution (Official Gazette 14/14 and 96/16), the shareholders at the Annual General
Meeting of the Bank held on 28 March 2018 made the following

DECISION

on the suitability of members of the Supervisory Board of the Bank
based on regular suitability assessment

1. Upon completion of the regular annual assessment of the suitability to perform the
function of a member of the Supervisory Board of the an assessment has been made
that:

e Mr Giovanni Boccolini, president of the Management Board

¢ Ms Draginja Duri¢, deputy president of the Supervisory Board,

e Mr Adriano Arietti, Mr Branko Jeren, Mr Giulio Moreno, Mr Paolo Sarcinelli and
Mr Christophe Velle, members of the Supervisory Board,

are suitable to perform the function of a member of the Supervisory Board.

2. Itis assessed that the members of the Supervisory Board collectively or individually have
the necessary knowledge, skills and experience allowing it to monitor the Bank's
operations independently and without undue influence from other persons and to have an
understanding of its operations and significant risks.

3. This Decision shall enter into force on the date of its adoption.

Chairman of the General Meeting
In Zagreb, 28 March 2018
No.: GM _1_18/4



