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1. INTERVIEW

Martin Pietsch,
founder of
MPI development

mpigoup

qement Partners Inte
Www.mpl-dev.de

ad. >

Development from regional perspective

“It's a pity that so many creative ideas just end u

Can you in short tell us who is MPI
and what is your business?

Formal explanation would be that, we
as “Management Partners
International” are a team of experts
from different business segments,
specialized in development of selected
regions. We work for both, private and
public sector. To explain it unofficial,
the main point what makes us
“different” is that we act as the key link
between  public sector, private
business and capital market. By doing
SO, we initiate a wide range of projects
and enable development. We are
mainly generalists, with different
background experience ,mix”. We start
and implement development projects
only there, where local people, public
authorities and private sector have joint
motivation  for realizing them.
Development projects are always part
of sustainable development program
and their realization improves the
region. Sustainable project means that
in addition to financial success for all of
the project stakeholders (household

p in drawers”

income, investor return, entrepreneur
profit) socio-economic impact,
environmental protection and
application of advanced technology is
also taken into consideration. Only
such approach to project development
will lead to long-term success of the
region and long-term benefits for all
involved parties.

You said you work for private
sector? For who, and what is it that
you do?

Yes, we work for project initiators, land
owners, developers, entrepreneurs and
also investors. Our typical assignment
comes from an entity which wants to
realize idea or project. It is our job than
to structure it, develop it, and make
realization possible. In addition to
typical project development and
management, we make own project
development in regions where we are
already active.

Our main focus is in tourism, real-
estate, infrastructure and
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environmental technology business. In
development and management of the
projects we always incorporate
additional experts for project specific
areas. We have access to network of
experts and are able to select them
flexible based on requirements for
each project. We think that best ideas
are produced in creative competition.
Even though this is wusual for
architectural  solutions we have
experienced that it can be very good
applied also in branding, in marketing,
for technical solutions, for project
concepts and business models. In
today’'s market it is the creativity
what drives project feasibility.

Due to our intensive work with the
public sector we have valuable
experience and  capabilities in
managing the relation between
investor and administration in such
manner that the project realization
profits from it.

And what do you do for the public
sector?

Better one could say, “What are we
doing together with the public sector?”
as we see us more as partner and not
“only” as assigned consultant. Our
work in cooperation with public sector
evolved from project development and
management for specific issues (e.g.
infrastructure or the development of a
certain  public area) to more
comprehensive approach. In last year’'s
we are mainly initiating development
by elaborating strategies and concepts
for a municipality or region. Our focus
however does not end with the study
(too many studies are already laying
unused on too many tables); one could
say it only starts with the study. Initially
we focus on institutional strengthening
to enable municipalities and regions to
actively and professionally manage the
development process. Another form of
cooperation focuses to structuring and

elaborating investment programs in
such form that they can be used as
basis for financing and for applying to
different grant and donation programs.
This is getting more and more
important, regarding the huge funds
coming direction Croatia with EU
accession (e.g. EU Cohesion fund).
We have special knowledge and
experience in structuring the “financial
mix” in order to reach best value for the
stakeholders. One of the tools we use
is the implementation of a Municipal
Development Unit (MDU) as private
organized but public owned and
controlled company to professionally
manage the development program and
with it to significantly improve
investment conditions in the region.

What is your business focus in
Croatia?

In Croatia MPI is present with its
subsidiary mare projekti d.o.o., located
in Split, but present also in Zagreb and
Dubrovnik. We have three main
business focuses in Croatia: defining
and realizing development strategies,
project development/management and
as specific business and regional
promotion tool in tourism, the
destination development. Let me briefly
explain each of these.

We are working with selected regions
which are having high potential in
different segments. What we mean
with high potential is that the area has
certain unique traits in the physical
sense, but more importantly, that the
local people and public administration
are decisive to develop and are having
the long term view on the
development. With such regions we
realize long term cooperation. First
step is preparation of the development
concept or study which is the
foundation of the development process
and in which we set up development
goals and direction. Next phase is
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structuring investment projects which
enable realization of the goals and
follow set development guidelines.
Parallel to that we provide institutional
strengthening to municipality to enable
them for efficient management of the
development process. We also
implement a professional regional
marketing program to create
investment and  entrepreneurship
attractiveness of the region.

Our second scope of business is
management and development of
selected projects. We provide unique
advantage, as we structure projects in
such manner that the profitability is
secured, but at the same time
sustainability principles are followed
and benefits for the local community
are ensured. Such approach enables
faster realization and creates positive
environment for project realization.

And third segment, what we just start
to realize in Croatia is professional
destination development programs.
With this, we mean much more than
simple tourism development. To
develop a destination first the business
sector has to be professionalized (from
commercial to service, supply, logistic).
Local population has to have life
opportunities. Attractiveness of the
destination mostly come from the
people that are living there, therefore
for attractive destination, people in it
should be generally satisfied and living
conditions attractive. In the sense of
tourism we are working with tourism
professionals from Germany and using
their experience to improve local
opportunities. Along the way we have
structured a platform to enable
German market access for Croatian
entrepreneurs, not exclusively in
tourism, but also in other selected
fields.

What do you see as the main
development
obstacles/opportunities in Croatia?

Let’'s start with the positive aspects as
they are overweighting some
obstacles. | would say that the high
development potential which Croatia
has is the main opportunity. Croatian
people are very world open, speak a
wide range of languages, are very well
educated and highly experienced, a lot
of them even internationally. However,
it appears often, as if Croatia would
prefer to do all in “closed shop” and
makes it hard for foreign entrepreneurs
and investors to join in the market. It
seems sometimes there is no
understanding that with  foreign
involvement also come advanced
technologies and capital which than
produce further local growth and higher
value workplaces. Of course it is up to
Croatian people to decide if and how,
they want to develop and out of that, to
set the strategy. As seen from outside,
clear development strategy of Croatia
is not recognized. Development is of
course not an obligation, it is a choice.

Let's take consulting as an example.
Abroad, Croatia has a reputation of a
“consultancy resistant” country. This is
too general statement, but after some
years of doing business in Croatia |
must say sometimes it does seem like
the priority is on short term, and that
knowledge is not really valued. Of
course, investing in consulting cost
money, but one should see the huge
benefits  which a  professional
consultancy and management bring to
projects or the business. A good
consultancy should be considered as
an investment with high rate of return,
not just through the glasses of financial
costs. Also willingness to change in
some aspects and proactive approach
in realizing good ideas are often
missing from our point of view. It is
really a pity how many good ideas and
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concepts end up in drawers for
different  reasons.  Also public
procedures are still too complicated
and too time consuming.

On the other side | very much admire
how strict and consequent Croatian
government authorities  (ministries,
counties and also some municipalities)
implement advanced strategies and
regulations. Development of
sustainable and quality tourism is one
example, and clear commitment to
energy efficiency and implementation
of renewable energies another.
Nevertheless it is still hard for investors
to realize out of those real projects. |
guess this is question of next two to
three years until the regulations are
polished to allow faster and simpler
project realization.

Definitely, | can say with full
confidence, that who starts to structure
projects now, either from private or
from public side, will latest with EU
accession in 2012, have a great basis
for implementing and realizing
successful projects. Even though it
requires stamina, Croatia is a top
market with vast opportunities, in
different business segments.

Compared to Germany, or other
countries where you participate in
development, how efficient is the
public sector in managing the
development?

That is very difficult to answer. In the
last years | would say that Croatia was
lacking clear direction and decision
how to develop. From my impression,
Croatia wants a bit of everything. Clear
and coherent development strategy
developed bottom up and top down
was lacking. Fortunately things are
moving forward in this sense and main
further obstacle nowadays is lack of
management capacities to realize the
development, especially on public

municipal and partially on regional
level. Sustainable development can
only be realized in productive
cooperation of public and private
sector embedded in clear strategy. |
see that in Croatia still too seldom. We
are working very hard to initiate that in
our focus regions, and we see already
significant positive effects. However,
professional regional and project
marketing is needed parallel to
development work, to let “the world”
know about the opportunities. For this
and also for initial project and
development phases, financial support
from public and sometimes a bit more
courage and initiative from private
sector would help a lot.

But, can the public and private
sector really work together and
realize successful development of
the area? Examples what we saw in
Croatia until now are not brightest.

Definitely yes, as it is proven in many
successful Public-Private Partnership
(PPP) or Cooperation Projects not only
in Europe. However, for public and
private sector to work well together,
both sides have to have attitude to
create win-win situations and both
sides must be willing to compromise.
Sometimes partnership seems to be
misinterpreted from at least one of the
sides. Key ingredient in successful
cooperation and partnership between
public and private is professional
management, and the selection of
management partner is the crucial part
of the PPP negotiation. Often just the
financial aspects are considered. |
think, if one selects a partner, one
main selection criteria should be,
whom one can trust, who can have the
confidence and who also sees the
other one as partner and not only as
“cash cow”. Financial result anyway
will be higher that way, than if one
finds oneself very fast in court, just
because of misinterpreting partnership
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and looking for way to avoid the
contract regulations for own benefit.

How can they bridge the
fundamental difference — interest of
the general wellbeing versus
interest for profit?

To say it with pink glasses on: “by
creating wellbeing and profit for all”.
This may come as surprise, but
benefits for all stakeholders (including
local community) and profitability are
not mutually exclusive. Actually in the
modern times there are more and more
examples how ensuring long term
benefits for the host community brings
higher profit margins to investors. It all
comes down to professional project

development and smart structuring of
the financing mix.

Can you reveal to us some of your
developments?

I can. For instance, we just finalized
development concept for municipality
of Ston as comprehensive strategy for
integrated municipal development for
the next 10-15 years. As part of study
we already defined tangible projects
and a clear realization direction,
inviting the market to participate. Now
we are in the second phase structuring
the capacity building for enabling
municipality to manage development
and being professional partner to
private sector with its specific needs.

Five elements of Ston — branding basis

CREN - Croatian Real Estate Newsletter/ July - August 2010 6



filipovic

By Sidwsary (1d.

We also have prepared tourism
development concept for municipality
of Nerei§ a, have found appropriate
investor to realize the concept and are
now managing the physical planning

procedure. We just had public
presentation of projects in municipality
on 12.07.2010, and got very positive
feedback from all present there.

NereiS a - Water supply and wastewater concept with closed water cycle
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What can a private investor do to
realize the investments more
efficient in Croatia?

First and foremost, investments in
Croatia should be planned in such way
that it does not depend too much from
exact timeframes to avoid surprises.
Second, international investors should
definitely have someone in the country
as management partner who is
experienced in location  specific
conditions and who is professional and
experienced to structure, prepare and
manage projects which benefit all

stakeholders, especially also helping
public sector to fulfill their obligations.

After seven years of being regularly
present in Croatia and doing business
here, | can say that more than ever |
believe it is worth the time, the energy
and nerves. It is spectacular country
and in the end it definitely rewards you
for all the patience you have given it. |
hope that this ,bumpy* road many
projects are experiencing will lead to
the future of sustainable projects,
bringing high values to the country and
of course also a bit compensation for
personal suffering of those who are
constantly active.
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2. PRESENTATION OF THE PROJECT

FALKENSTEINER
HOTEL & RESIDENCES

PUNTA SKALA

PREMIUM LIVING by Falkensteiner

PREMIUM LIVING by Falkensteiner — the first owners already enjoy the All-In-
Service in the privacy of their home

“Although we knew about the advantages of PREMIUM LIVING and the services
offered, it was inconceivable that our holiday apartment is getting more important
than our home. Sometimes we think about living here the whole year!” tells a
Residences Senia apartment owner.

This is no surprise because Punta Skala is the place where dreams come true. You
won’t miss anything at all — not only on arrival at the newly finished lobby but also
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during your stay: a generous choice of delicious dishes (by request also in your own
apartment with your private cook), a wide range of high quality wellness treatments
and a large pool and SPA area and the regularly cleaning service of your apartment
—you don’t have to attend to these things if you don’t want to.

Your kids will also be in good hands. Thanks to the child minder and a diversified
child care program there will never be a dull moment. Well, you will certainly also not
be bored: apart from a wide range of sport and activity facilities, there are multiple
place of excursion you can visit. For sure, the trip can be organised by the front office
staff for you.

In the evening you can enjoy a cocktail at the beachbar “Bracera” directly on the sea
or you can cap the evening nicely on the terrace with sea view where the barkeeper
serves you the drink of choice.

Do you also want to enjoy your holiday in the privacy of your home but you don’t
want to think about annoying matters? With PREMIUM LIVING by Falkensteiner you
can fulfil your dream.

Falkensteiner Hotels & Residences Punta Skala
Tel. +385/23/55 49-12

sales@fmtg.com

www.punta-skala.com
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3. STATISTICS

3.1. Average Asking Prices of Real Estate Offered f or Sale —

July 2010
average price price range
EUR/m?2 EUR/m?2
ZAGREB
Housing
Apartments 1.902 900 - 5.000
Houses 1.798 403 - 8.000
Commercial space
Offices 1.863 1.300 - 5.000
Business premises 2.412 722 - 8.663
Office blocks 1.348 618 - 3.793
COAST
Housing
Apartments 1.920 790 - 5.900
Houses 1.844 872 - 10.000
Commercial space 1.690 482 - 11.666
Tourist facilities 2.722 1.429 - 4.837

Average is calculated on the basis of the currently quoted prices on the Burza nekretnina d.o.o.
(Real Estate Stock Market Itd.), which is available online: www.burza-nekretnina.com.

3.2. Statistical Reports of the Central Bureau of S tatistics from the
Area of Construction

3.2.1. Construction work indices, 2010

In May 2010, construction works done on buildings and 52.4% on civil
decreased by 16.1%, as compared to engineering works.
May 2009.

- by type of works, 59.0% out of
Construction works decreased in the the total working hours were done on
period from January to May 2010 by new constructions and 41.0% on
17.8%, as compared to the period from reconstructions, repairs and
January to May 2009. maintenance.
In May 2010:

- by type of constructions, 47.6%
out of the total working hours were

Advice: Construction work indices, May 2010, Central bureau of statistics, Zagreb,
2010.
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3.2.2. Building permits issued, May 2010

In May 2010, there were 929 building
permits issued, which was by 11.5%
less than in May 2009.

The total number of building permits
issued in the period from January to May
2010 was by 14.0% lower as compared
to the same period of 2009.

In May 2010:

- by types of constructions, 85.8% out of
the total number of permits were issued

on buildings and 14.2% on civil
engineering works.

- by types of construction works, 79.5%
of permits were issued on new
constructions and 20.5% on
reconstructions.

According to permits issued in May
2010, it was expected for 1 341
dwellings with the average floor area of
95.8 m2 to be built.

Advice: Building permits issued, March 2010, Central bureau of statistics, Zagreb, 2010.

PUBLISHER:
Filipovi Business Advisory Ltd.

Trg bana Josipa Jela i a 3/V
10000 Zagreb — Croatia

Tel: +385 1 481 69 69

Fax:. +385 1 483 80 60

e-mail: cren@filipovic-advisory.com

It is our wish that the Croatian Real Estate Newsle
speedy and quality information for all who are acti
developers, planners, contractors, mediation agenci
comments, proposals and opinions to cren@filipovic-
improve CREN and make it the leading medium on the

market.

tter / CREN be a source of
ve in the real estate sector —
es etc. Please send your
advisory.com _ to help us

Croatian real estate

Editorial staff: Vladimir Filipovi — editor-in-chief, Marija Nor3i , Petra Skevin and

Natalija Vuli .
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