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Mercator Group and it's performance by markets by
the end of 2012

* 56.3 % of Group's revenue
« 11,794 employees
« 952 business units

3.3 % of Group's revenue
3,627 employees
244 business units

* 19.5 % of Group's revenue
* 4,764 employees
199 business units

* 0.3% of Group's revenue
| + 205 employees
4 business units

6.8 % of Group's revenue
2,004 employees
113 business units

0.1 % of Group's revenue
* 109 employees
* 3 business units

3.4 % of Group's revenue
« 1,417 employees
» 85 business units

Source: Annual report of the Mercator group for 2012



Key strategic issues found at our arrival

» Important competitive threats in Slovenia FMCG market which was leading to a continuous decline in
market share and profitability

= Underperforming C&C formats and high fixed costs in a highly competitive Croatian market

= Serbia, BIH and Montenegro: how to tackle significant growth opportunities

= Acomplex asset base and non core businesses that includes a substantial non-food presence and
non-performing operations

= Highly leveraged, however with a significant real estate opportunity

= An enormous potential for cost-cutting and EBITDA improvement measures and rationalization to
be unlocked

»= The opportunity to consolidate a leadership position in the food retail market of South Eastern Europe
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Unprofitable expansion in recent years

Revenue and gross cash flow from operating activities per sqm of gross area (in EUR)
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While it has increased net debt
and financial costs

2006 2007 2008 2009 2010 2011 2012
Net debt === Costs of financing
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Mercator had a relatively high margins that were not translated
Into appropriate EBITDA margin; growth was below average

EBITDA and gross margin (%) for top European retailers
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| EBITDA margin (in % CAGR 2011/2009 (in %

Tesco 8.5% 24.2% 0.8%
Casino 6.1% 29.9% -2.4%
Carrefour 1.5% 20.1% 2.8%
Metro 5.2% 21.0% 1.8%
Sainsbury 6.2% 17.5% 2.4%
Auchan 5.8% 23.5% -2.8%
Mercator 5.0% 22.8% -0.8%
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Complex operations in many markets were reflected in low
growth and in failure to achieve adequate profitability

Average annual growth (%), EBITDA margin and sales by programs

Mercator Group
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* Size of the circle presents revenue by individual programs
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At the same time we are facing a challenging macro-economic
situation, which is not expected to improve until at least 2014

Consumer price inflation (%)
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Source: Planet Retail
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Economic crisis accompanied by a high level of unemployment,

which is still growing in Europe and in the region

Unemployment rate
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Strong feeling of inflation: the vast majority of consumers
throughout Europe believes that food prices are rising

Are food prices rising?

.

SR OS e OSmOS m 98RO 0 0 OAB 9400 0 0

O O O oTol Kelo] Kel0] KeYe] Ko o1l o
OSRoSRE0R 76074

N

0% -+

g2 sls]leffle cfc]g efo]x s s 8 g s 8 2808 c 8 28c33
s 8 g|82|S| 8 BIG|S 5l28 8 8 < £ 288538822V S S
>039Q0:3>99®ED*;—‘_U¥Q’E“EU)3‘“5¢’®*—
S o £ o T <|8|L 9|V &S & oS = m 35 = 9 x 8 - =2 = 9
o =12 ol L = @ o S . § o W o p & S
— = | N « a = 8 0] 04 =
ol ® o %)
JE = ©

)

O C

]

©

C

[%2]

o

m

mrising = stable mdecreasing

Source: Nielsen, 2011

TOGETHER AT EVERY STEP 5 Mercator



The combination of continued growth in food prices, low wage
growth and weak consumer confidence leads to lower demand

Real turnover index in retail, excluding automotive fuel. Seasonally adjusted datal and
Trend-cycle component 2, Slovenia, March 2008 — March 2013 ((@ 2010=100) index
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The consumer is distrustful, pessimistic and has
hecome rational and economical

« Decline in consumer confidence « Shopping at several retailers —
« Expectation of worser personal searching for best price
financial situation » Purchase planning

» Europe: 1/3 of consumers plans to
decrase resources for food and drinks
perchasing (Slovenia: 1/5 of consumers)

TOGETHERAT EVERY STEP 5 Mercator
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The rise in consolidation and competitiveness in our
key markets

Concentration of power of market leaders in retail in CEE (2010)

Serbia

Poland

4t e

Romania

4

Bulgaria

Source: GFK
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Key challenges for the retailers

« Short-term challenges: Changes in shopper behaviour due to the
effect of the economic crisis on the consumers

1. How to meet the needs in a changed shopper behaviour?
How to ensure profitable operations?

 Long-term challenges: Retailers' responses to socio-demographic
changes, life-style changes and technological changes

TOGETHERAT EVERY STEP 5 NMercator
13



Mercator Vision by 2016

Mercator will be the largest, the most successful and the most efficient retailer in the
region.

« A satisfied customer recognizes us as the best retailer that offers everything a
discount store can offer, and much more.

« Employees with smiles on their faces and sparkles in their eyes are our key
competitive advantage. They will be able to develop their potential in a stable
environment.

« We are striving towards a stable ownership structure that will support the company
development based on merit and results.

« Mercator = confidence of all stakeholders.

TOGETHERAT EVERY STEP 5 NMercator
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New strategy: simplification of countries and formats with

focus on profitability and growth

Strategic axes

e o o o o o o o e

Simplify organization Core countries
and processes

Productivity

improvements and cost- Core activities
killing
Partial re-investment of
savings in price and Consumer needs
employees

Financial stability

TOGETHERAT EVERY STEP

Scaling key markets

Growing key formats

Organic growth

Profitability

Recover and sustain
profitability

Adequate return for
shareholders

* Mercator
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In what way will Mercator differ from the competition?

Slovenian retailer

The widest
assortment of
Slovenian origin
products (Slovene
and local)

TOGETHERAT EVERY STEP

Neighbour
(widespread retail
network)

Fresh offer

MERCATOR's

strengths Offer:

Assortment is based
according to Unit of
needs

Private label:
quality, innovation,
atractive design
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Final thoughts

- A story of success hides also a failure.

- Restructuring can not be carried out overnight, and yet it can be
carried out with the participation of all stakeholders.

- The aim must be clear, but we need to have enough flexibility to
adapt the way to it.

TOGETHERAT EVERY STEP 5 NMercator
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