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Economic conditions

Mercator Group continues to face the effects of the economic crisis in all markets where it is
present. These effects include lower volume and consumption and a change in the structure
thereof. In the first half of 2011, the number of unemployed rose in all markets of Mercator
operations, as a result of numerous insolvency proceedings in major companies in the
region. Rising unemployment rate and raw material price hikes bore a negative impact on
consumption. Moreover, the problem of late payments is still present and commercial banks
were still more reluctant to provide credit than before the onset of the economic crisis. The
increase in EURIBOR inflated the financing costs, while exchange rates in the markets of
Mercator operations were relatively stable in the first half of the year.

Investing EUR 12 million to offer our consumers more favourable prices

Looking to become the first choice of consumers shopping for fast-moving consumer goods,
and to allow the consumers to shop for such goods at lower prices in times of economic
hardship, Mercator locked the prices of over 300 private label products and cut the prices of
over 2,000 products in the first half of 2011. In the period at hand, Mercator Group invested
nearly EUR 12 million into lowering of retail prices in order to retain the purchasing power of
the consumers, and thus effectively allocated a part of its profit margin for offsetting the
negative pressure on prices, introduced by higher prices of strategic raw materials. The
Group sought to team up with the local food producers and to include their products in the
offer.

In order to further adapt the offer to our customers, two new projects were activated

In order to further adapt our offer to the needs of our customers, we introduced two new
strategic projects in the third quarter of 2011: eRefreshment of the Offer of Market Program
in Sloveniag, and éEstablishing a hardware and electronics store chaing. In recent years,
consumer behaviour has changed and we are looking to update and refresh the offer at our
stores in order to make the assortment more attractive for our loyal customers. We shall
accomplish this by adapting and rationalizing the assortment, increase the market share of
our private labels, allow easier and faster shopping by modernizing the stores, and by new
promotional activities. The purpose of the project éhardware and electronics store chaing is
to establish a chain of stores offering home products as an independent company, following
the model of successful transformation of the textile and sportswear chain into the
companies Modiana and Intersport, respectively, which will further improve the flexibility of
operations at this trade program in order to better meet the needs of our customers.

Group revenues up by 6.1 percent

Despite economic hardship, Mercator Group generated EUR 1,416,386 thousand of revenue
in the first half of 2011, which is 48.1% of planned revenue for 2011 and 6.1% more than
last year. Revenue from sale of goods, material, and products rose by 1.1 percent in
Slovenia; in foreign markets, the growth amounts to 18.3%.




Development activities

In the first half of 2011, Mercator Group invested EUR 67,766 thousand, predominantly into
development of retail network. In the period, we acquired over 31 thousand square meters
of new gross area, of which nearly one half was acquired in Serbia.

Mercator Group is pursuing the planned strategy of developing supplementary trade services
for the customers. Hence, after the completed strategic combination with the company
En Plus, the offer will be extended by sale of petrochemicals through a network of automatic
self-service petrol stations. This will improve the distinctiveness and recognition of the brand,
as well as a wider, more comprehensive offer for the end customer at a single location.

Stable cash flows and financial operations

The relevant indicator of the ability to generate operating cash flow, which also accounts for
the expansion of Mercator Group's retail network through operating lease, the gross cash
flow from operating activities before rental expenses, amounted to EUR 109,036 thousand,
representing 48.3% of the planned figure for 2011 and topping the last year's result by
8.0%. Stable generation of cash flows from operating activities stands witness to great
financial power, competitiveness, and business efficiency of the Group.

Given the uncertain conditions in the financial markets, we successfully diversified our
financing sources and improved the composition of our financial liabilities by maturity.

Results consistent with the Business Plan

Mercator Group generated EUR 18,525 of net income in the first half of 2011, which is
45.7% of planned figure for 2011 and 4.9% more than in the equivalent period last year.
Net income is consistent with the year on year dynamics.

Employees
As at June 30™ 2011, the number of employees at Mercator Group was 23,620 which ranks

Mercator among the largest employers in the entire Southeastern European region; with over
12 thousand employees in Slovenia, it is also among the largest employers in Slovenia.
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The company Poslovni sistem Mercator, d.d., is the controlling company of a group of
associated companies (the Mercator Group), one of the largest corporate groups in Slovenia
and the entire region of Southeastern Europe.

Full name 3RVORYQL VLVWHP OHUFDWRU G G

Abbreviated name Mercator, d.d.

o G 47.110 - Retail in non-specialized food retail
Activity

outlets
Registration number 5300231
VAT tax code 45884595
Court registry date January 1* 1990

Company share capital as at

June 30" 2011

Number of shares issued and paid-up as at
June 30" 2011

EUR 157,128,514.53

3,765,361

Ljubljana Stock Exchange, d.d., prime market,

Share listing symbol MELR

President of the Management Board Giga Debeljak

Mateja Jesenek, Melita Kolbezen, Vera Aljanlil

Senior Vice Presidents Faleg, Peter Zavrl, Stanka Lurovil

Supervisory Board Chairman Robert Gega

Deputy Supervisory Board Chairwoman Jadranka Dakil
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3RVORYQL VLVWHP OHUFDWRU G G 6O0ORYHQLD

Mercator IP, d.o.0., Slovenia (100.0 %) ‘ M.COM, d.o.0., Slovenia (100.0 %)*
0(5&%725 75%$'( 6287+($67(51 (8523(

Mercator - S, d.o.0., Serbia (100.0 %) Mercator - B, e.0.0.d., Bulgaria (100.0 %)

Mercator - H, d.o.0., Croatia (99.9 %) Mercator - A, sh.p.k., Albania (100.0 %)

Mercator - BH, d.o.o., Bosnia and Herzegovina Mercator Makedonija, d.o.o.e.l., Macedonia

(100.0 %) (100.0%)

M - BL, d.o.o., Bosnia and Herzegovina (100.0 %) | Mercator - K, l.l.c., Republic of Kosovo (100.0 %)*

Mercator - CG, d.o.o., Montenegro (100.0 %)

0(5&$725 5($/ (67$7(

Investment International, d.o.o.e.l., Macedonia

M - nepremilnine, d.o.0., Slovenia (100.0 %) (100.0 %)**

Mercator - Optima, d.o.0., Slovenia (100.0 %)

27+(523(5%$7,1* $&7,9,7,(6

Intersport 1SI, d.o.o., Slovenia (100.0 %) Modiana, d.o.0., Slovenia (100.0 %)

L Intersport S-1SI, d.o.o., Serbia (100.0 %) L Modiana, d.o.0., Serbia (100.0 %)

L Intersport H, d.o.0., Croatia (100.0 %) L Modiana, d.o.o., Croatia (100.0 %)

L Intersport BH, d.o.0., Bosnia and Herzegovina L Modiana, d.o.0., Bosnia and Herzegovina
(100.0 %) (100.0 %)

Mercator - Emba, d.d., Slovenia (100.0 %)

* The company has not yet commenced its business operations.
** Project-based real estate company not conducting business operations.

&RUSRUDWH JRYHUQDQFH

Supervisory Board of the company Poslovni sistem Mercator, d.d., held two sessions in the
period 1-6 2011. They adopted the Annual Report of the Mercator Group and the company
Poslovni sistem Mercator, d.d., for 2010, and confirmed the Supervisory Board Report on the
Annual Report audit, and the opinion on the allocation of distributable profit. The Supervisory
Board also confirmed the Business Report of the Mercator Group and the company Poslovni
sistem Mercator, d.d, for the period 1-3 2011, the agenda for the 17" regular Shareholders
Assembly, and the proposal by the Audit Committee to appoint the auditing company KPMG
Slovenija, d.o.o., as the auditor of he financial statements of the company Poslovni sistem
Mercator, d.d., and the Mercator Group for the year 2011.

At the session held on May 19" 2011, the Works Council elected two new Supervisory Board
members to represent the employees: Mr. Sandi Leban and Mr. Ivan Valand; they were
appointed for a four-year term.
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9LVLRQ

7R EH WKH FRQVXPHUV ILUVW FKRLFH ZKHQ VKRSSLQJ IRU IDVW
DQG KRPBRGXFWYV

OLVVLRQ

Mercatoris mission is:
1) To provide optimum value for the consumers with our service and offer of fast
moving consumer goods and home products.

2) To provide consumers with the best possible service in a pleasant shopping
environment, by offering expert support of highly motivated employees.

3) To provide returns for our shareholders through growth and efficient operation.

4) To manage our operations in a way that improves the quality of life in our social and
natural environment.

&R USRUDMDKHYV

Following are Mercator's corporate values:

5HVSRQVI 5HVSRQVL)Y
Each employee is responsible for their work. Prompt response is our advantage.
,QWHJ /IHDUQ
We work honestly and fairly. We build on our knowledge and
experience.
5HVSI &RRSHUI
Each individual matters and deserves respect. What one person cannot do, we can

accomplish together.

6WUDWHILF REMHFWLYHYV

Following are Mercator Group's fundamental strategic goals:
1) Inour GRPHVWLF R$ouaria) W
a. To retain the position of the leading fast moving consumer goods retailer.
b. To consolidate the position of the second largest retailer of home products.
c. To develop supplementary trade services related to our customer loyalty system.
2) In H[LVWLQJ IRUHLJQ (Serbd) NGHoatd, Bosnia and Herzegovina,
Montenegro):

a. To consolidate or attain the position of the second largest fast moving consumer
goods retailer.

b. To rank among the top three retailers of home products.

c. To develop supplementary trade services related to our customer loyalty system.
3) In QHZ IRUHLJQ P(Bulpirid,\Kiwania, Macedonia, Kosovo):

a. To rank among the top five retailers of fast moving consumer goods.
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OHUFDWRU

\QGH[ \QGH[
30DQ
30DQ

Revenue (EUR thousand) 1,416,386 2,944,889 1,334,836 106.1 48.1
Results from operating activities (EUR thousand) 47,633 103,054 53,113 89.7 46.2
Profit before income tax (EUR thousand) 24,201 53,577 23,790 101.7 45.2
Profit for the financial period (EUR thousand) 18,525 40,527 17,657 104.9 45.7
Gross cash flow from operating activities (EUR thousand) 87,628 180,011 84,767 103.4 48.7
((Béazstcr:‘acl)su: ;‘:;/\; from operating activities before rental expenses 109,036 225,803 100,946 108.0 48.3
Capital expenditure (EUR thousand) 67,766 124,586 45,330 149.5 54.4
Return on equity* 4.7% 5.3% 4.4% 105.8 88.3
Return on sales 1.3% 1.4% 1.3% 98.9 95.0
Gross cash flow from operating activities / net sales revenues 6.2% 6.1% 6.4% 97.4 101.2
Gross cash flow from operating activities before rental expenses / 7.7% 7.7% 7 6% 101.8 100.4
net sales revenues
Number of employees based on hours worked 22,219 22,621 20,828 106.7 98.2
Number of employees as at the end of the period 23,620 24,436 22,407 105.4 96.7

* The indicator is adjusted to the annual level.
0$-25(9(176,17+(3(5,2"

5(7$,/ 1(7:25. '(9(/230(17

In the Period 1-6 2011, we:
X invested EUR 67,766 thousand,
x divested EUR 6,003 thousand,
X acquired 26 new units spanning 31,110 square meters, which includes real estate
owned by Mercator and operating leases.

675%$7(*,& %86,1(66 &20%,1$7,216

The agreement on strategic alliance signed on June 30" 2010, based on which the company
Mercator-CG, d.o.o., Podgorica, was to take over the trade operations and employees, as
well as assume the long-term lease of 77 trade facilities of the companies Pantomarket,
d.o.0., and Plus Commerce, d.0.0., came into effect on January 27" 2011 as the key
conditions were met.

The agreement on strategic alliance signed on August 4™ 2010, based on which the company
Mercator-S, d.o.0., Serbia, was to take over the trade operations of the Coka Group in the
Serbian market, came into effect on April 5™ 2011 as the key conditions were met.

The company Poslovni sistem Mercator, d.d., Ljubljana, and the company Hram Holding,
d.d., Ljubljana, signed on June 24™ 2011 a strategic alliance agreement according to which
the company Poslovni sistem Mercator, d.d., will become, subject to fulfilling all terms and
conditions agreed upon, the owner of 100 percent shareholding of the company En Plus,
d.o.0. The company En Plus, d.o.o., is active in trade of petrochemicals through a network of
automatic self-service petrol stations. The self-service petrol stations are currently available
at 18 different locations across Slovenia and they allow fast sale of a limited assortment of
petrochemicals without the presence of any personnel at the location. This is made possible



by the architectural concept and use of state-of-the-art technology. The strategic
combination is consistent with Mercator's strategy of developing supplementary trade service
for the customers. This will allow Mercator to extend the offer of supplementary trade
services, following the example of major European retailers, which will also improve the
recognition, distinctiveness, and attractiveness of the shopping centers and provide a
comprehensive offer for the final consumer at a single location. This acquisition will allow
extending the business network of petrol stations to the existing locations of Mercator's
major shopping centers in Slovenia, Croatia, and Serbia as the transaction also includes the
transfer to Mercator of exclusive rights for the use of technological and spatial/architectural
solutions for installing the petrol stations to parking lots of shopping centers in all three
countries. The agreement is effective as of August 9™ 2011.

&+$1*(6 ,1 7+( &20326,7,21 2) 0(5&$725 *5283

On February 16" 2011, the company Poslovni sistem Mercator, d.d., signed an agreement to
dispose of its 100 percent shareholding in the company Eta, givilska industrija, d.d., Kamnik.
The agreement is effective as of June 30™ 2011.

&25325%$7( $&7,9,7,(6

In March 2011, the Mercator Group Management Board presented the Group's operations in
2010 and major plans for the future at an international press conference.

On March 10" 2011, we held the 11™ meeting of Mercator Group financial partners, which
was attended by approximately 70 representatives of commercial banks, leasing companies,
and other financial institutions.

On April 6™ 2011, the marketing days were held for the twelfth consecutive year. Marketing
days are a traditional meeting of Mercator's management with major suppliers and partners
from all markets of Mercator's operations, attended by over 420 representatives of Mercator
suppliers from Slovenia and Southeastern Europe.

$:$5'6 5(&(,9("

World Finance, a magazine covering global business and finance, conducts
a survey on excellence in business and singles out those corporations,
companies, business groups, or organizations that represent a criterion of
success and best practice in the world of finance and business. Mercator
won the award for excellent corporate governance in Slovenia for serving
the interests of all stakeholders in the best possible way despite harsh
business environment.

In the competition for the European Business Award, Mercator Group received its second
Ruban d'Honneur - the Ribbon of Honour for the progress in corporate and environmental
sustainability. This European award, or commendation, is intended to promote excellence,
best practices, and innovation in the European business community. The companies are
rated by an independent jury comprising eminent economists, scholars, businesspeople,
politicians, and media representatives.

Nine popular products of Pekarna Grosuplje, Mercator's in-house bakery,
received the gold medal at this year's 11™ bread, pastry, and pasta
competition held by the Bakers Section of the Chamber of Agricultural and
Food Companies at the Slovenian Chamber of Commerce and Industry.




In one of Europe's largest consumer surveys, Trusted Brand, conducted globally
by the Reader's Digest Magazine, Mercator won the award in the Shopping
Center category for the fifth straight year in 2011.

0$-25(9(176$)7(57+(3(5,2"
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In July 29" 2011, an agreement was signed on a strategic alliance between the company
Familija Marketi, d.o.0., Belgrade, the company Robne kule Beograd, d.o.o., Belgrade, and
the company Mercator-S, d.o.o., Novi Sad. With the agreement, the company Mercator-S,
d.o.0., took over the trade operations and employees of the company Familija Marketi,
d.o.o., and acquired on a long-term operating lease 27 trade facilities of the company Robne
kule Beograd, d.o0.0., with a total area of over 22 thousand square meters.
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(FRQRPLF FRQGLWLRQV LQ WKH PDUNHWY RI OHUF
WKH SHULRG

In the first quarter of 2011, economic recovery in the euro area, propelled by Germany and
France, remained sluggish. Inflation in the first half of 2011 reached 2.5 percent, mostly as a
result of higher prices of oil and other fuels. High unemployment rate was seen in all
markets of Mercator operations. Given the numerous insolvency proceedings, it is expected
to rise further by the end of the year. Raw material prices also mounted and all these factors
bore a negative impact on the volume of consumption. Moreover, the problem of late
payments is still present and commercial banks were still more reluctant to provide credit
than before the onset of the economic crisis. In the first half of 2011, the Serbian dinar
exchange rate stabilized. In April, the European Central Bank (ECB) upped the key interest
rate from 1.00% to 1.25%. ECB policy is aimed at providing appropriate support to the
economic growth of the euro area. As at June 30™ 2011, the 6-month EURIBOR reached
1.788, which is 46% more than as at the beginning of the year. The average level of
EURIBOR in the period 1-6 2011 was 1.530 (0.974 in the equivalent period last year).
Increase in EURIBOR had a negative impact as it caused a rise in finance expenses.

BORYHQLD

In the first quarter of 2011, GDP growth rate was at 2%; and was mostly export-driven. In
May 2011, the registered unemployment rate in Slovenia amounted to 11.6% For 2011, the
Institute of Macroeconomic Analysis and Development is projecting GDP growth of 2.2% and
inflation is also expected at 2.2%. In June, year-on-year inflation amounted to 1.3%.

6HUELD

Economic growth in Serbia was at 1.8% in 2010 and year-on-year inflation rate in June was
at 12.7%. Forecast for inflation in 2011 is 12.1% and GDP is projected to rise by 2.7%. In
the period 1-6 2011, the average exchange rate of the Serbian dinar was RSD 102.20 per
1 EUR (RSD 99.32 per 1 EUR in the period 1-6 2010).

&URDWLD

In the first quarter of 2011, GDP dropped by 0.8% relative to the equivalent period last year.
For 2011, the Croatian central bank is forecasting GDP growth of 1.4% and inflation at 3.0
percent. In June, year-on-year inflation amounted to 2.0%. In the period 1-6 2011, the
average exchange rate of the Croatian kuna was HRK 7.40 per 1 EUR (HRK 7.27 per 1 EUR
in the period 1-6 2010).

%RVQLD DQG +HU]JHJRYLQD

Economic growth was at 0.8% in 2010 and inflation rate was at 2.1%. For 2011, the
International Monetary Fund is forecasting GDP growth of 2.2% and inflation rate at 5.0%.
In June, year-on-year inflation amounted to 3.4%. The exchange rate of the convertible
mark is pegged to euro in the ratio of KM 1.95583 per 1 EUR.

10
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In 2010, Montenegro saw economic growth of 1.1% while inflation amounted to 0.5%. In
2011, economic growth is expected at 2.5% while the inflation rate is at 3.1%. In May,
year-on-year inflation was at 3.6%. Montenegrin official currency is the euro.

%XOJDULD

In the first quarter of 2011, economic growth in Bulgaria reached 3.4%; year-on-year inflation in
May was also at 3.4%. For 2011, the International Monetary Fund is forecasting inflation rate at
4.2% while the pundits expect economic growth at 3.2%. The exchange rate of Bulgarian lev is
pegged to euro at a rate of BGN 1.95583 per 1 EUR.

$OEDQLD

In the first quarter of 2011, economic growth in Albania reached 3.4%. Forecast for GDP
growth in 2011 is 3.4% and inflation rate is expected at 4.5%. In June, year-on-year
inflation was at 3.9%. As at June 30™ 2011, exchange rate for the Albanian lek was at ALL
142.15 per 1 EUR (as at June 30™ 2010: ALL 137.30 per 1 EUR). In the period 1-6 2011, the
average exchange rate of the Albanian lek ALL 140.57 per 1 EUR (ALL 138.24 per 1 EUR in
the period 1-6 2010).

&KDQJHV LQ FRQVXPHU EHKDYLRXU DQG HIIHFW
VLWXDWLRQ RQ FRQVXPSWLRQ

In Slovenia, consumer confidence remained low in the period 1-6 2011. In this period, even
higher share of consumers felt the impact of the economic crisis on every day life than in
2010, as this figure nearly reached three quarters of the population (73%). Most consumers
feel that their financial status has worsened and as a result, they spend less. Economic crisis
reached all segments of consumers. Unemployment remains a major problem. Following a
strong deterioration at the end of last year, conditions in the labour market were stabilized in
the period 1-6 2011; however, the unemployment rate remains higher than in the
corresponding period last year. Given the relatively low expected economic growth in the
years 2011-2013, the analysts do not expect a major drop in the unemployment rate.
Consumer response to economic crisis differed from one major foreign market of Mercator
operations to the other. In Serbia, the trend of declining sales volume and number of shopping
sessions in the market for fast-moving consumer goods continued in the first half of 2011;
therefore, there is a slight drop in the total value of sales despite the higher prices. In Croatia,
sales volume dropped in 2010 and the value of an average shopping session also decreased.
Along with the drop in sales volume, the latter is a result of increased consumption of products
that represent an alternative to the leading brands, which is also reflected in the increased
share of private labels. In the first half of 2011, consumption volume remain unchanged. In
Bosnia and Herzegovina, the consumers responded somewhat later. Frequency of shopping
trips was only decreased at the end of 2009, and more pronouncedly in 2010. This trend
continues in the first half of 2011. Less frequent shopping sessions are also related to the
changes in the choice of store. Thus, the share of consumption at hypermarkets is increasing
at the expense of small traditional stores. Contrary to the other two markets, the consumers
responded to the crisis mostly by altering the composition of purchases which points to lesser
loyalty to brands and higher demand for less expensive products.

In all these markets, unemployment remains a major problem. In Serbia, unemployment
mounted to nearly 20% in the first half of 2010; in the second half of the year, it remained
at this level. In the first half of 2011, unemployment rose again and broke past 22%. In
Croatia, too, unemployment in the first half of 2011 was higher than in the corresponding
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period of the year before, reaching 19%. Unemployment rate in Bosnia and Herzegovina was
very high even before the economic crisis. Then, it increased additionally to reach 43%.

OHUFDWRU *URXS SULFH LQYHVWPHQW(\85D P RPXLIOVOH@ RURG & H DU \

UHWDLQ WKH SXUFKDVLQJ SRZHU RI WKH FRQVXPHUV 7KXV

DOORFDWHG D SDUW RI LWV SURILW PDUJLGURVVIUHHRQV S Q 1 AMK
LQWURGXFHG E\ KLJKHU SULFHV Rl VWUDWHJLF UDZ PDWHULDOV
FRPSHWLWLYHQHVY Rl SULFLQJ DQG EULQJ OHUFDWRU FORVHU

WKH YDOXH Rl WKHLU VSHQGLQJ GXULQJ WKH FULVLYV

'(9(/230(17 $1' 5($/(67$70$1$*(0(17

In the first half of the year 2011, efforts in real estate development and management were
geared towards meeting the goals laid down in the adopted development strategy. Our key
task was the acquisition of new sales and logistics infrastructure. Consistently with the
medium-term investment plan, we preferred leasing retail area and moved away from the
principle of predominantly own construction. We proactively developed relations with local
and international investors and sought opportunities in their projects.

Furthermore, we carried out various development activities to optimize Mercator's real estate
management and analyzed the possibilities to update the concept of Mercator's shopping
centers, to improve the mix of products and services there, to improve composition of third-
party providers, and to establish strategic partnership with renowned international brands.

JROORZLQJ DUH OHUFDWRU V NH\ JRDOV LQ UHDO HVWDWH PDQD.

( Y N\
'"HYHORSPH( (ITHFWLYH ,PSURYHPH
OHUFDWRU HVWDWH DQG XSGD ORQHWL]DWLRQ
QHWZRUI\' PDOQDJHPH@ VKRSSLQJ F
. J\. AN '\, J

,QYHVWPHQW DQG 'LYHVWPHQW

In the period 1-6 2011, investment into property, plant, and equipment (CAPEX) amounted
to EUR 67,766 thousand. 20.5 percent of this sum was invested in Slovenia; 78.6 percent
was invested in existing foreign markets (Serbia, Croatia, Bosnia and Herzegovina, and
Montenegro); and 0.9 percent was invested in other markets (Albania and Bulgaria).

&DSLWDO HI[SI BWUXEW X U H

LQ (85
Slovenia 13,851 20.5%
Serbia 40,200 59.3%
Croatia 8,612 12.7%
Bosnia and Herzegovina 1,071 1.6%
Montenegro 3,399 5.0%
Bulgaria 539 0.8%
Albania 94 0.1%

727%
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Investments in development of retail capacity (Mercator centers, trade centers, Roda
centers, individual stores, and stores within other shopping centers) represent 78.0% of total
investments; 9.3% was allocated for refurbishment of the existing facilities; and the
remaining 12.7% was invested into logistics, IT, and non-trade activities.

In the period 1-6 2011, we acquired 31,110 square meters of new gross area, of which
71.6% was acquired by operating lease and 28.4% by acquisitions or construction.

In the period 1-6 2011, Mercator Group disposed of EUR 6,003 thousand worth of property,
plant and equipment.

6KDUH RI QHZO\ ODXQFKHG IDFLOLWLHV E\ PDUNHWYV

K~E/ I DKEd E '
, Z+ 'Ks/E

r>Ks E/
if9

ZK d/
ii9

6KDUH RI LQYHVWHDHQNWW ¥\

DKEd E 'ZKh>' z/
kg, gnXi X569
. Ze 'Ksl/

> E/

ZK d/
ITX69

6 XPPDU\ RI UHWDLO XQLW ODXQFKHV E\ PDUNHWYV

60RYHQLD
x Area of new facilities: 4,719 m?
X Number of new retail units: 2
X Openings: Kranjski kolalek (Kranj cupcake) plant in
Naklo, and Mercator center hardware, electronics, and
construction in Murska Sobota.

6HUELD
x Area of new facilities: 13,882 m?
X Number of new retail units: 13
X Openings: supermarket and hardware and electronics
center in Velika Plana; hardware and electronics center in
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Futog, and two in Smederevo; Roda center in Vrbas; mega market in Smederevo;
restaurant in Novi Sad; and Cash & Carry in Mladenovac.

&URDWLD
x Area of new facilities: 9,599 m?
X Number of new retail units: 6
X Openings: supermarket in Zagreb; Intersport in Imotski;
trade center in Rovinj; hypermarket in Osijek;
supermarket and Intersport store in Biograd.

%RVQLD DQG +HUJHJRYLQD

x Area of new facilities: 2,182 m?
x Number of new retail units: 2
x Openings: supermarket with supplementary offer outlets in Cazin, and superette in Fojnica.

ORQWHQHJUR
RODA .

x Area of new facilities: 728 m?

x Number of new retail units: 3

x Openings: superette in Berane and Pljevlja, and a small
discount store in Zelenik.

6XPPDU\ RI WRWDO JURVV UHWDL'® DUHD DV DW -XQH

- 7TRWDO
8VHGRU RZ WK

*URVV UHWLOLLQOPDUHD RSHUDWL IHDVHG R -XQH
Owned retail area 842,888 184,250 1,027,137
Leased retail area 338,029 14,536 352,565
7RWDO UHWDLO DUHD
Owned warehouse capacity 147,214 0 147,214
Leased warehouse capacity 22,329 0 22,329
7TRWDO ZDUHKRXVH FDSDFLW
Owned commercial facilities 25,432 2,283 27,715
Leased commercial facilities 4,840 71 4,911
7RWDO FRPPHUFLDO IDFLOLV
*5266 $5($ 81'(5 0%1$*(0(17
- of which owned 1,015,534 186,533 1,202,067
- of which leased 365,198 14,607 379,805

$FWLYLWLHV RI UHDO SURSHUW\ PRQHWL]DWLRQ

Reaping the growth potential laying in real property is highly important for successful
operations of the Mercator Group. In comparison to its European competitors, Mercator's
balance sheet includes a huge amount of real estate or assets which could, were they
monetized, be used to reduce debt. Hence, in addition to activating the undeveloped land
and divestment of assets not-needed for operations, we launched the preparations for
monetization of Mercator real estate.

The project included preparing tender documentation for selection of the consultant for the

project, and sending the documentation to the selected recipients T leading international real
estate experts and investment bankers. In the months to come, we shall analyze the bids
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submitted and select the most appropriate service provider. Working with the selected
consultant, we shall compose an appropriate real estate portfolio and offer it to international
investors. Consistently with the goals laid down in the medium term Business Plan of the
Mercator Group, we shall select the investors and carry out the sale and leaseback of real
estate in Slovenia and in Croatia in the years 2012 and 2013, in the planned value of
EUR 500 million in each of these two years.

BUHSDU

DQG LRQ RI
VHQGLT DWLRQ
FDOO
IRU SUR

6$/(6$1' 0$5.(7,1*

6DOHV

In the period 1-6 2011, Mercator Group generated EUR 1,416,386 thousand of sales
revenues, which is 6.1 percent more relative to the period 1-6 2010. Majority of Group
revenue is generated by sales of goods, material, and products, mostly retail and wholesale
of trade goods. Revenue from sale of goods, material, and products rose by 1.1 percent in
Slovenia; in foreign markets, the growth amounted to 18.3%.

OHUFDWRU *URXS QHW VDOHV UHYHQXHV E\ JHRJUDSKLFDO VHJP!

; Montenegro Montenegro,
Bosnia and ! )
Herzegovina, 0.9% Bulgaria, 0.1% Bosniaand 3.1% Bulgaria, 0.3%

Herzegovina, .
4.4% ot Albania, 0.2%

Croatia,
14.9% Croatia,

14.4%

Serbia, 16.7%
Serbia, 18.7%

Slovenia,
59.0%

OHUFDWRU *URXS UHYHQXHV IURP WUDGH RSHUDWLRQV E\ SURJU

Other Other
(Modiana and (Modiana and
Intersport), Intersport),
Home 6.6% Home 6.9% -\

program, 7.4%. program, 7.2%.

FMCG FMCG

program, program,
86.0% 85.9%
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OHUFDWRU *URXS VDOHV UHYHQXHV E\ W\SH RI VDOH

Wholesale and
other, 10.2%____

Wholesale.and
other, 10.;%11\

Retail sale,
89.8%

In the period 1-6 2011, Mercator Group generated 89.1% of net sales revenues in retail of
goods and material, while 10.9% were generated by wholesale.

ODUNHWLQJ

Mercator Group's vision, mission, and operating strategies place the consumers at the heart
of its efforts. Particular attention is paid to relationship with the customers and building of
trust by providing high-quality and wide offer of products of renowned brands and private
labels, the best level of service, contemporary and pleasant shopping experience, and
activities aimed at care for the environment and the people. Our marketing activities are
focused on consistency between operations and communication with the customers in all
markets of our operations. In marketing, our efforts in the first six months of this year were
consistent with the policies and goals laid down.

OHUFDWRU LV WKH FRQVXPHUV ILUVW FKRLEFRYZIOHQ VKRSSLQJ
FRQVXPHU JRRGYV DQG KRPH SURGXFWYV

Mercator Group wants to be the first choice of consumers shopping
for fast-moving consumer goods and thus become the leading and
largest retail chain offering FMCG, appliances and consgumer mISIImo
electronics. To this end, we have defined new marketing
communication activity called eMislimo resno¢ (éWe careg) in resno'
order to point out to the consumers our favourable priced offer

and the offer of locally sourced products at our stores. We have ‘
locked the prices of over 300 products of the Mercator, Grosuplje b
Bakery, and Generic private label products until June 30™ 2011.
We cut the prices of over 2,000 products of various brands and we 3
are actively including the offer of locally grown produce in our | = T
aisles. Our special offers and campaigns include the widest . Mt vl
possible selection of products in order to allow more favourable T
shopping for daily essentials.

4,8'.31?70' storiti ?JC'!(JJT Za v,

wali, o b pesbrboli 2 wgedns
i et pridionete

In the first half of 2011, Mercator Group allocated nearly EUR 12 million for price
investments in order to retain the purchasing power of the consumers, and thus effectively
committed a part of its profit margin for offsetting the negative pressure on prices,
introduced by higher prices of strategic raw materials.
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In March, Mercator line was promoted with the eKupig 4 plalag 3¢ (Buy 4 pay 3) activity that
included over 1,100 products.

Lumpi Club members were offered all products of the Lumpi label at discounted prices, and
members of the Healthy Living Club were offered discounts on all products of the Healthy
Lifestyle label.

We opened the first Sweet Corner (éSladki kotilekg) with the offer of the Kranj Cupcake
(éKranjski kolalekg) at the Kranj Primskovo hypermarket.

In the offer of non-market products, we prepared regular monthly sales promotion activities
in the first half of the year at the retail stores M Tehnika (hardware and electronics),
M Pohigtvo (furniture), and M Gradnja (construction). These activities rounded up the
well-priced offer of equipment and products for the home. Furthermore, we started to
implement the new visual identity for labelling and signage at the stores and for advertising
of the hardware and electronics program projects in the media, with the campaign titled
From A to Z. We also introduced regular activities to communicate environmental awareness,
social responsibility, and activities consistent with Mercator's sustainable development
policies.

. : BITI IBITI
As a novelty in our offer, we issued each month a new paml |
publication called BITI - Giveti z Mercatorjem (€TO BE - To live
with Mercatorc), which brings tips and favourable offers in
particular categories of products related to a particular part of
our homes, every first Friday of the month.

Various favourable offers of products and services are continuously prepared for our
customers with emphasis on seasonal or theme-oriented offer.

Customers are offered thirteen private label lines which include alimentary products, household
products, apparel, appliances and consumer electronics, cosmetics, child care products, toys,
ready-made food, pastry, and products for a healthy diet. Two private label lines are currently
being revamped and a new textile label is in the development stage.

The revised cosmetics line MyBody was successfully introduced in the markets of Serbia,
Bosnia and Herzegovina, and Montenegro.

&R XQWU\ 1IXPEHU RI ¢ 1XPEHU RI SURGXFWYV
Slovenia 13 2,716
Serbia 9 957
Croatia 8 1,978
Bosnia and Herzegovina 9 1,125
Montenegro 8 996
Bulgaria 3 229
Albania 7 377
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OHUFDWRU LV ID' PRYLQJ FRQVXPHU JRRGV DQG K
FUHDWH WKH EHVW YDOXH IRU WKH FRQVXPHUV

In order to offer a varied and well-priced mix of products and services, we continuously
prepare various sales promotion activities in all markets of our operations.

&RXQ)

.H\ DFWLYLWLHV DFFRPSOLV

Slovenia

Serbia

Croatia

Bosnia and
Herzegovina

Montenegro

Bulgaria

X X X X X X

x X X X X ¥ X X X X ¥ X X X X X X x

VX X X X ¥ X X X X X v

We locked the prices of the entire generic line, milk and dairy products, and freshly
packed meat of the Mercator line, as well as of bread by the Grosuplje bakery
Regular weekly campaigns and special offers, weekend offers, and category
discounts

Tuesday's YES! (eTO!¢) discount and Thursday's retiree discount

Collect and choose customer loyalty program

Saturday discount for all products purchased on the last Saturday in March
Offer of fresh program with the activity eFive per day T fill your bag at half pricec
eThirsty? Have some refreshment!c campaign

Coupon for 20% discount on a select product in the weekly flyer Treats, and in
select printed media

Mercator activities in cooperation with the Association of Free Trade Unions of
Slovenia

Regular monthly campaign Mercator and Roda

Tuesday's YES! (€TO!¢) discounts

Collect and choose customer loyalty program

10-percent weekend discounts

Flyer with discounts on the private label products

Category discounts and Wednesday's discounts for the retirees

Weekend campaign éShopping adventurec with a 10% discount

Regular special offers

Tuesday's YES! (eTO!¢) discount and Thursday's retiree discount

Collect and choose customer loyalty program

eSuper Price¢ activity for some products

Seasonal offer éGood idea¢

Regular monthly campaign Mercator

Tuesday's YES! (€TO!¢) discount and Thursday's retiree discount

Collect and choose customer loyalty program

Mercator's star of the month with the most favourable offer of selected products
in each given month

Weekend campaigns

Locally sourced offer of fruit and vegetables in our activities @Our Gardeng and
eFive per dayc

One product from the private label lines is presented free of charge for every
purchase above KM 50

Happy Monday T 10% discount on textile products

Tuesday's YES! (eTO!¢) discounts

Collect and choose customer loyalty program

Weekend campaigns at the Roda and Mercator stores

Activity of deferred payment with 4 instalments for the retirees

Fortnight and monthly special offers

Private label flyer

Regular monthly campaign

Collect and choose customer loyalty program

Fortnight offer of the most favourably priced products €Top 10¢

10-percent weekend discount for purchases above certain amount

20-percent discount on particular product categories from Monday to Wednesday
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Albania Regular fortnight campaign flyers

Tuesday's YES! (eTO!¢) discounts

Collect and choose customer loyalty program

Weekend campaigns €5 per dayc with offer of three best-priced fruit and

vegetable products.

Value for consumers is also generated with the Mercator Pika customer loyalty card as we
regularly conduct activities to reward our loyal customers with double or triple Pika points
and special Pika discounts and other benefits for club members.

In May, the Mercator Pika customer loyalty system was also launched in Montenegro. We
invited customers at the stores in Montenegro to join the Mercator Pika card holders, as well
as enabled all existing card holders from other countries to use the card in Montenegro as
well.

Mercator Pika card Slovenia Serbia Croatia Bosnia af‘d Total
holders Herzegovma

As at Dec 31% 2010 1,006,051 185,175 272,024 143,814 1,607,064
As at June 30" 2011 1,056,379 199,541 294,372 164,420 1,714,712

1HZO\ LVVXH:

In Slovenia, monthly campaigns called Special Pika Discounts are carried out, which include
an offer of a wide range of products and services at favourable prices. This is a continuous
activity intended for the Mercator Pika card holders, carried out in cooperation with partners
in the system. In the period 1-6 2011 we carried out six corporate campaigns double Pika
bonus points at alimentary product stores, and triple Pika bonus points at the stores M
Tehnika (hardware and electronics), M Gradnja (construction), and M Pohigtvo (furniture).
Upon the completion of the 24™ customer benefit period, we carried out the prize drawing on
the Pika day.

Regular activities including discounts for card holders are carried out in other markets as
well. In Croatia and in Bosnia and Herzegovina, activity to encourage non-active card holders
was carried out as they were invited for a Saturday shopping with a 10-percent Pika coupon.

6HQLROXE
In June 2011, the Senior club was founded in Slovenia. The purpose of
the club is to simplify the process of proving the status of a retired
person at Mercator stores in order to prove eligibility for the
Thursday's retiree discounts. Various activities will be carried out for
the club members:

x discounts on certain products or product categories,

x awarding extra bonus points,

X coupons for select products.

OHUFDWRU RIIHUV FR( TXDOLW\ VHUYLFH D(VKRSS
HQYLURQPHQW

Mercator Group is committed to rendering high-quality services that allow the consumers a

pleasant and convenient shopping experience. To this end, we are constantly introducing
new technologies and services to our stores.
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In the first half of this year, we introduced new wine vending corners which allow the
consumers to test the local offer of high-quality products and to reuse the packaging. In
addition to regular offer of fast-moving consumer goods, we also offer our customers
photography and travel services (the catalogue eSpring-Summer 2011c¢ was issued in the
period at hand). We are currently also developing our financial and insurance services.

OHUFDWRU V RSHUDWLRQV LPSURYH WKH TXDOLW\ RI OLIH LQ \
HQYURQPHQW

Mercator is the best neighbour for any social, natural, and cultural environment. Integration
into the local environment through initiatives for local manufacturing, care for human health
and care-free development of children, humanitarian activities, and sustainable development
are the company's fundamental principles of operation. Thus, we show our awareness of the
needs of the environment and adjust our operations to them.

In 2011, we emphasize the fundamental principle of sustainable development according to
which our needs today should be satisfied in a way that does not threaten the future of the
generations to come. As the largest retailer in the region, we promote with our conduct and
business decisions the principles of sustainable development in terms of corporate social
responsibility, environment protection, and economic sustainability.

Mercator's sustainability efforts included the launch of the project
Locality (eLokalnostg) in late March, which includes certain products
representing:

x local offer of farms and minor growers;

x offer by growers and producers of a certain region,

X pan-Slovenian local offer. E

A

One important aspect of local offer is delivery. Cutting the mileage of
our transport vehicle will lead to less harmful emissions.

'LILWDO &RPPXQLFDWLRQ

Two major projects were the highlight of digital communication in the first half of 2011: Mercator
hardware and electronics web store, and development of mobile applications. The former project
opened up the door of the web to those looking to shop for appliances and electronics in the
most convenient way possible; the latter brings us closer to the customers at each step via
mobile communication devices as we offered them a simple and quick overview of the most
convenient contents.

"HEVLWHY DQG ZHE VWRUHYV

In June, we set up the web portal éMmm Receptic (Yummy Recipes) which offers the
visitors numerous recipes by renowned chefs and also allows publishing user recipes. In
March, Mercator's web store with hardware and electronics was launched. In cooperation
with the web store, we also introduced web payment with the green and gold Mercator Pika
card. Beautique and Modiana are also active on social networking sites.

$FWLYLWLHVY DW VRFLDO QHWZRUNLQJ VLWHYV

In early 2011, the Kranj cupcake profile was created. We successfully completed the prize
contest éRazvadec (Treats) which attracted over 30,000 users. We used a special application
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to promote Mercator hardware and electronics web store via Facebook. _

We used Facebook as one of the key media for communication with the | * 4ot 5em
. . . . . . . \ Losafite slogan koif sad= ¢
users regarding our mobile applications; this included a special P e i Facebook Pu
. . . roda.rs
application for the mobile phones. rnmcbosboo ’/‘“:"Z ;
| osvjite S/ ,v. J’_"

—

Companies in foreign markets are active on the Facebook network; = n .. "ﬁ
voji

presence in other social networking sites is also planned. The customers eded o2
learn about our offer through prize contests and announcement of i
events. Special offers or campaigns attrack them to our stores. —-

OREQH DSSOLFDWLRQV

In February, the first in a series of mobile applications for smart phones was developed,
called éProdajna mestag (Stores), which allows the user to search for the closest Mercator
store, including information on working hours, given the user's location and the time of the
guery. Additional functionality of the application allows the user to access the service My Pika
which is only available on-line. We also started to plan the mobile version of the eéYummy
Recipes¢ service.

In May, mobile version of some key contents of the central web portal was developed.
Mobile websites display the content in a way that is fully adapted to tablet computers and
smart phones.

ORQLWRULQJ OHUFDWRU SUHVHQFH LQ GLJLWDO PHGLD

As of January 2011, we established a web clipping system for regular monitoring of
Mercator's appearance on the Internet; the key target is to allow Mercator to respond to
contents published in digital media as well, not only in classic media.

/IHIJDO DVSHFW RI GLJLWDO FRPPXQLFDWLRQ

In the period 1-6 2011, we defined the basic requirements and plans regarding the legal
aspects of digital communication for the protection of customers, employees, and Mercator
brand reputation. Consistently with the company's digital communication strategy, legal and
procedural aspect of the external system of web and mobile community management were
established.

6WRUH )RUPDWYV

By expanding its retail network to Southeastern European countries, Mercator is entering
markets of various economic maturity. In order to best adapt to the needs of the customers
on these markets and to improve our responsiveness regarding the offer of high-quality
goods and reasonable prices, a multi-level store brand strategy (Mercator, Hura!, Getro,
Roda), and within the multi-format strategy, a wide range of store formats were developed
at Mercator. These are intended to cater to major, previously planned shopping trips as well
as minor, daily or occasional shopping for fast-moving consumer goods, but also for
appliances and electronics, textile and cosmetics, and sportswear.
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Brands and store formats operating within the Mercator Group:

)0 &*

0(5&%$725

AOHUFDWRU FHQWHUV
ABKRSSLQJ FHQWHUV
A+\SHUPDUNHWYV
ABXSHUPDUNHWYV

+$5':$5( $1' (/(&7521,&6

+20( 352'8&76 &260(7,&6

$1' 632576:(%$5
(+20( 352'8&7 6725(6

A+RPH SURGXFW VWRUHV

A:HE VWRUHV

AGRQVWUXFWLRQ DQG JDUGHQLQJ FHQWHUV

A+DUGZDUH DQG HOHFWURQLFV FHQWHUV

A1lHLIKERUKRRG VWRUHV
A&DVK &DUU\
A:HEVWRUH

AN
52'$
ASRGD FHQWHUYV 7(;7,/( $1' &260(7,&6 6725(6
AOHIJDPDUNHWYV AORGLDQD
A6XSHUPDUNHWYV A%HDXWLTXH

AODUNHWYV
A&DVK &DUU\

632576:($5 6725(6
ALQWHUVSRUW

*(752
A&DVK &DUU\
AODUNHW

+85%
A'LVFRXQW VWRUHV

&RPSRVLWILRO RI UHWDLO X¥LwWV DV DW -XQH

%261,% $1' 0217(

&28175< 6/29(1,$ 6(5%,$ &52$7'$+(5:(*29,1$ 1(*52 $/%%$1,% %8/*$5,$ 0(5&%$725 *5283

*
sa7.9,7< VO lwrt XL xo WEEHY REXTRET R gLy xoiwy xQuwy  buD - DUMD
+\SHUPDUNHWYV 21 14 13 6 2 1 4 61 289,423 188,024
6XSHUPDUNHWYV 62 15 24 12 5 - - 118 167,443 108,781
1HLIJKERXU VWRUHV 403 62 48 7 73 3 - 596 257,744 151,233
&RPIRUW VWRUHV 1 - 1 1 - - - 3 6,215 3,669
*HWUR PDUNHW - - 23 - - - - 23 12,518 7,986
&DVK &DUU\ 12 4 16 - - - - 32 140,239 99,496
+DUG GLVFRXQW VWRUHV 15 - - - - - - 15 11,831 8,572
S5SHVWDXUDQWYV 20 7 - 2 1 - - 30 9,296 5,302
0 +ROLGD\V 12 - - - - - - 12 222 222
7RWDO )0&* SURJUDP
+RPH SURJUDP 62 10 14 - 3 - - 89 131,584 71,010
)JXUQLWXUH SURJUDP 31 2 - - 1 - - 34 34,749 26,325
7RWDO KRPH SURJUDP
&ORWKLQJ SURJUDP DQG GUXJVWRUHV 0 0
Clothing program 75 9 31 9 1 - - 125 64,634 54,430

Drugstores and perfumeries 21 8 - 4 - - - 33 3,726 3,094
,QWHUVSRUW -

7RWDO VSHFLDOLVHG SURJUDPV

JUDQFKLVH VWRUHV

727%$/ ZLWK IUDQFKLVH VWRUHV

'"HYHORSPHQW RI 1HZ THFKQRORJLFDO 6ROXWLRQV

Mercator is an innovative retailer. In terms of development of store
formats, this includes implementation of state-of-the-art technology and
equipment in sales facilities, which make the shopping experience easier
and more pleasant. The following activities took place in the period
1-6 2011: development of info stands for selected categories of
cosmetics; installing wine vending corners at select hypermarkets;
installation of self checkout machines in hypermarket in Belgrade; testing
the fruit and vegetable moistening system; testing the digital price tags
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at the point of sale; preliminary testing of magnifying glasses on shopping carts; and
examining the introduction of smaller self checkout machines appropriate for smaller formats.

'"HYHORSPHQW RI 1HZ 6WRUH &RQFHSWYV

5HIXUELVKPHIQNWORI[MPDUNHW GHSDUWPHQW VWRUH

This year, we are planning a comprehensive refurbishment of the Maximarket department
store consistently with the newly defined store and marketing concept, i.e. the legendary
place for quality shopping. In the period 1-6 2011, technical drawings of all elements and all
required visual and other templates for the refurbishment were being prepared.

&RQYHQLHQFH VWRUHYV

Today, time is at a premium for every consumer. Therefore, we developed a new format of
an urban convenience store that allows saving time and effort while shopping for a particular
item. The first convenience store was opened on Kongresni trg on June 22" 2011. Program
mix of the store fully reflects the needs of the target customer (employees of nearby
buildings, high school and college students, and passers-by running various errands), as well
as the characteristics of the micro-location (offer appropriate also for nearby residents and
tourists). Special features of the store include in particular attractive offer of quality
convenient products (warm fresh food for immediate consumption, salads, fruit salads,
sandwiches, freshly squeezed juices etc.), a wide offer of fresh products, various coffee
beverages (coffee to go), well stocked deli section, a corner offering typical Slovenian
produce, and a smaller department with basic alimentary and non-alimentary products
intended for the nearby residents.

(FRKRXVH

One of the goals of pursuing sustainable development at Mercator is to erect the first
environmentally friendly or green store in Slovenia. It will represent a development concept
that will include various fields of development (construction aspect, sustainable operation,
marketing and trade concept). This specimen store will span approximately 900 square meters.
The offer of this environmentally friendly store will combine an extensive and profound range
of products in all categories which is characteristic of a supermarket, with the following
highlights: wide offer of organic products of those categories that most commonly include
healthy and safe food; locally grown products; fresh programs and offer of fruit and
vegetables.

6WUDWHILF SURMHFWYV

In an increasingly vivid business environment where change is the only thing certain,
responsiveness is a prerequisite for success. We have proven our responsiveness many times
in the past when we successfully carried out several strategic projects such as optimization
of retail operations, logistics, IT revision, and customer relationship management.
In order to further adapt the offer to our customers, we introduce two new projects in the
third quarter of 2011:

x refreshment of the offer of market program in Slovenia, and

X establishing a hardware and electronics store chain.

Refreshment of the offer of market program in Slovenia

The goal of the refreshment of the offer of market program in Slovenia is to further adapt
the offer to the needs of our customers. In recent years, consumer behaviour has changed
and we are looking to erefresh¢ the offer at our market program stores in a way that will
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make the assortment more attractive for our loyal customers. The strategic project of
updating Mercator's offer pertains to comprehensive adjustment of the marketing mix and
marketing position of Mercator in the market; the goals of the project taking place in the
second half of 2011 and in 2012 are as follows:

X adapting and rationalizing the assortment;

more ambitious development of the private label;
improving the competitiveness of pricing;
modernizing the stores;

comprehensive revision of the customer loyalty system and adjustment of promotional
activities.

X X X X

Establishing a hardware and electronics store chain

The purpose of the project ehardware and electronics store chaing is to establish a chain of
stores offering home products as an independent company, following the model of
successful transformation of the textile and sportswear chain into the companies Modiana
and Intersport, respectively, which will further improve the flexibility of operations at this
trade program in order to better meet the needs of our customers. Following the example of
the textile chain Modiana and sportswear chain Intersport, the chain will include all products
with products for the home in all markets in the region where Mercator is present. Spin off of
the hardware and electronics store chain into an independent legal entity will make easier
strategic combinations with other hardware and electronics stores in the region and allow
more intense cooperation. The key goal of the new chain is to extend the offer of hardware
and electronics and to become the best provider of quality goods in various price ranges, as
well as to provide the best advice to customers.

Organizational structure was also adapted to efficient implementation of both strategic
projects. The gist of the new structure is the division of the extensive business field Mercator
Operations Slovenia into two business fields that are more homogeneous in terms of
organization:

X retail market program, and

X hardware and electronics, wholesale, and supplementary activities.

As of September 1% 2011, business field Market Program Retail will be managed and headed
by Mr. -RaH 6 D, @rBvidusly a senior executive director, who will thus assume the position
of a senior vice president for the said business field.

The business field Hardware and electronics, wholesale, and supplementary activities, will be
headed, as to date, by the senior vice president Mr. Peter Zavrl who will also be in charge of
the strategic project of establishing the chain of hardware and electronics stores. In order to
unify the management approach, he shall simultaneously assume the power and
responsibility for management of the companies Mercator-Emba, d.d., the Modiana textile
chain, and the Intersport sportswear chain.
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As of September 1% 2011, the macro-organizational structure will be as follows:
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6WDEOH )LQDQFLDO 2SHUDWLRQV

Relative to the same period of last year, Mercator Group financial liabilities rose by 8.7
percent in the period 1-6 2011. As at the end of the second quarter, Mercator Group net
financial debt amounts to EUR 1,075,107 thousand, which is 13.3 percent more than as at
the end of 2010. The increase is a result of year-on-year dynamics in the trade industry.

,QC[
in 000 EUR -XQH WK '"HF VW -XQH WK
[l H F VW
l\_Ion-cyrre_nt _fl_n_anC|aI liabilities excl. other 766,470 674,375 113.7
financial liabilities
Current financial liabilities excl. other 396,790 301,482 101.4

financial liabilities
Derivative financial instruments (liabilities) 1,504 2,478 60.7
JLQDQFLDO OLDELO|

GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV

Cash and cash equivalents 15,314 20,766 73.7
Derivative financial instruments (assets) 487 70 696.0
Available-for-sale financial assets 3,843 3,959 97.1
Loans and deposits 70,012 94,459 74.1

JLQDQFLDO DVVHWYV

1(7 ),1$1&,3%/ "(%%7

Net financial debt / Gross cash flow from
operating activities

Net financial debt / Fair value of real
estate

62.4% 56.6% 110.3
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'"HEWVRTXLW\ 5DWLR

As at June 30™ 2011, Mercator Group attained a debt-to-equity ratio of 1:1.27. The ratio is a
guotient between equity, which includes share capital as reported in financial statements and
long-term provisions, and net financial debt.

'LYHUVLI\LQJ WKH 6RXUFHV RI J)LQDQFLQJ

Particularly abroad, the use of long-term operating lease of trade facilities has become
employed an increasingly important form of investment financing for Mercator. These
facilities were either taken on lease by Mercator from their respective owners, or they were
constructed for Mercator by local real estate partners.

In March 2011, the company Poslovni sistem Mercator, d.d., completed the drawing of a
syndicated loan in the amount of EUR 130 million. The sum was used to restructure a major
part of short-term financial liabilities into long-term liabilities without incurring any additional
debt. By improving the composition of financial liabilities by maturity, Mercator Group
notably reduced the refinancing risk, thus consolidating the stability of its operations. The
syndicated loan was divided into two tranches: tranche A has a maturity of three years and
requires repayment of principal in a single amount; tranche B has a five-year maturity, with
semi-annual principal repayment. Seven commercial banks based in Slovenia were involved
in the syndicated loan.

On March 9™ 2011, Mercator Group signed with the Deutsche Bank AG as the agent a so-called
assignable loan (Ger.: Schuldschein-Darlehen) in the amount of EUR 58 million. Assignable
loan is a form of debt instrument that has been used for a number of years in the German-
speaking countries. It is basically a bilateral loan intended for a known group of investors;
however, the loan is not listed in the markets and it is subject to German legislation.

GWUHQW WXURIIQW )LQDQFLDO /LDELOLW\ 5DWLR

The share of long-term financial liabilities as at June 30" 2011 amounted to 65.9 percent. In
the first half of 2011, Mercator Group managed to retain a solid composition of finance
liabilities by maturity, which points to stability of Mercator operations.

5DWLR RI YDULDEOH WR IL[HG RU KHGJHG ILQDQFLDO OLDEI

As at June 30™ 2011, the ratio between variable and fixed or hedged financial liabilities at
the Mercator Group amounted to 31.6% vs. 68.4%. In the period 1-6 2011, Mercator signed
interest rate swap agreements in the amount of EUR 150 million, and interest rate cap
agreements for EUR 120 million in order to hedge the interest rate risk.

100.0% -

80.0%

68.4%

60.0% -

40.0%

20.0% -

0.0% -
31/12/2010 30/06/2011

# Fixed or hedged financial liabilities ~ ® Variable financial liabilities
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OHUFDWRDUH DQG RZQHUVKLS VWUXFWXUH

%DVLF LQIRUPDWLRQ RQ WKH VKDUH RI WKH FRPSDQ\ 3RVORYQL
DW -XQW

Code / Symbol 0(/5

Type Ordinary shares

Listing Prime market of Ljubljana Stock Exchange, d.d.
Share capital EUR 157,128,514.53

Number of shares 3,765,361

Number of treasury shares 42,192

Number of shareholders 15,742

2ZQHUVKLS VWUXFWXUH RI WKH FRPSDQ\ 3RVORYQL VLVWHP OH

WK

Other legal Pivovarna Union,
entities, 11.86% d.d., 12.33%

NLB, d.d., 10.75%

Individuals,

14.72%

Pivovarna Lagko,
d.d., 8.43%

UniCredit banka
Slovenija, d.d.,

Other commercial 8.01%

banks, 17.16%

Nova KBM, d.d.,

Investment funds, 5.24%

11.50%

ODMRU 6KDUHKROGHUYV

As at June 30™ 2011, the following ten largest shareholders combined owned
S H U F df@hié& company:

ODMRU 6KDUHKROGHUYV &ERXQWI 1XPEHU RI V 6KDUH
1 Pivovarna Union, d.d. Slovenia 464,390 12.33%
2 NLB, d.d. Slovenia 404,832  10.75%
3 Pivovarna Lagko, d.d. Slovenia 317,498 8.43%
4 UniCredit banka Slovenija, d.d. Slovenia 301,437 8.01%
5 Nova KBM, d.d. Slovenia 197,274 5.24%
6 Societe Generale-Splitska banka, d.d. Croatia 183,364 4.87%
7 GB, d.d. Slovenia 142,920 3.80%
8 Rodil M&B Trgovina, d.o.o. Serbia 125,902 3.34%
9 Abanka Vipa, d.d. Slovenia 103,400 2.75%
10 Radenska, d.d. Slovenia 96,952 2.57%

7TRWDO
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JRUHLJQ VKDUHKROGHUYV

As at June 30" 2011, the share in the company Poslovni sistem Mercator, d.d., held by

foreign investors amounted to

the end of 2010.

6KDUHV KHOG E\ ODQDJHPHQW DQG 6XSHUYLVRU\

JLUVW DG

1XPEL

S HU F HwWhih is 1.94 percentage point more than at

»wRDWG PHPE

QDPH 3RVLWLRQ RI VKDUF 6KDUH

ODQDIJHPHQW %RDU
1 Giga Debeljak Management Board President 1,100 0.0292%
2 Mateja Jesenek Senior Vice President 1,000 0.0266%
3 Melita Kolbezen Senior Vice President 0 0.0000%
4 Vera Aljanlil Fale§  Senior Vice President 30 0.0008%
5 Peter Zavrl Senior Vice President 60 0.0016%
6 Stanka Lurovil Senior Vice President 0 0.0000%

7TRWDO

6 XSHUYLVRU'
1 Robert Gega Supervisory Board Chairman 0 0.0000%
2 Jadranka Dakil Deputy Supervisory Board Chairwoman 0 0.0000%
3 Gtefan Vavti Supervisory Board member 0  0.0000%
4 Kristjan Verbil Supervisory Board member 0 0.0000%
5 Matjag Kovalil Supervisory Board member 0 0.0000%
6 Miro Medvegek Supervisory Board member 0 0.0000%
7 Mateja Girec Supervisory Board member 36 0.0010%
8 Joge Cvetek Supervisory Board member 2,000 0.0531%
9 Janez Strniga Supervisory Board member 0 0.0000%
10 lvica Gupetil Supervisory Board member 0 0.0000%
11 Sandi Leban Supervisory Board member 0 0.0000%
12 Ivan Valand Supervisory Board member 0 0.0000%

ORYHPHQW RI

0(/5 LQ (85

190 +
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7TRWDO

FORVLQJ SULFH SHU 0(/5 VKDUH ERPWBUHH®HWIRR G
WKH PRYHPHQW RI WKH 6%,723 LQGH]

T 1,007

T 930

160 W A " 853
W WA
150 +
+ 776
140 +
130 699
\\\\\\\\\\\\\\\\\\\\/\\/\
\\\\@@\ @@@@@ & \@@&&&&
FEVA I SARADAN @\%\ ASATANA q\°’¢,\Q & %\Q S \°’,,,\ AVATASAANY

=== MELR SBITOP

28

,723

6 %



.H\ LQIRUPDWLRQ IRU WKH VKDUHKROGHUYV

W ' \Y
-XQH HF QG[H
Number of shares registered in Court Register 3,765,361 3,765,361 100.0
Number of treasury shares 42,192 42,192 100.0
Market capitalization (in EUR) 658,938,175 593,797,430 111.0
Market value of share (in EUR) 175.00 157.70 111.0
Book value per share (in EUR) 219.33 221.76 98.9
Minimum close rate in the period (in EUR) 153.00 131.20 116.6
Maximum close rate in the period (in EUR) 180.00 171.50 105.0
Average close rate in the period (in EUR) 161.34 154.14 104.7
Earnings per share (in EUR)* 12.3 9.9 124.3

* The indicator is adjusted to the annual level

Market capitalization is calculated as the product of the number of shares entered into Court Register as at the
end of the period, and the market price per share as at the end of the period..

Earnings per share is calculated as the ratio between net profit of the company Poslovni sistem Mercator, d.d.,
and the weighted average number of ordinary shares in the period at hand, excluding treasury shares.

Book value per share is calculated as the ratio between the value of equity of the company Poslovni sistem
Mercator, d.d., as at the end of the period, and the weighted average number of ordinary shares in the period at
hand, excluding treasury shares.

'LYLGHQG SROLF\

At the 17" regular Shareholders Assembly held on June 22™ 2011, the resolution on the
payment of dividends in the amount of (85 per share was adopted.

At its regular meeting held on December 14" 2010, the Supervisory Board of the company
Poslovni sistem Mercator, d.d., discussed and adopted the Mercator Group Medium-Term
Business Plan for the Period 2011-2015, which also defines the planned gross dividends per
share in the medium term period.

Following is a schedule of planned gross dividends per share:

Year 2011 Plan 2012 Plan 2013 Plan 2014 Plan 2015

Gross dividend per share (in EUR) 8.0 8.8 9.2 9.6 10.0

Management Board will work with the Supervisory Board to examine each year the suitability
of the amount of dividend, given the business and financial aspects; the decision on actual
payment of dividends, however, lies with the Shareholders Assembly.

$SSURYHG FDSLWDO

Subject to certain conditions, the company Mercator, d.d., has the option to issue approved
capital in the amount of up to 20 percent of the current company share capital, by July 12"
2012.

7TUHDV XU\ VKDUHYV

As at June 30" 2011, the company Poslovni sistem Mercator, d.d., held 42,192 treasury
shares. In the period 1-6 2011, the company Poslovni sistem Mercator, d.d., neither acquired
nor disposed of treasury shares.
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, QYHVWRU UHODWLRQV

The strategy of communication with the shareholders, financial analysts and institutions, the
media, and the general public, is based on the pursuit of transparency and clarity of our
operations; this is achieved by regular and timely announcement of information on the
company status and position, as well as on major changes in company operations.

The company Poslovni sistem Mercator, d.d., treats all shareholders, holding shares of the
same class equally, both internal and external, minority and majority, domestic and foreign.
The company shall motivate all shareholders to exercise their rights proactively and
responsibly. Stronger representation of minority shareholders at the Shareholders Assembly
is also encouraged indirectly, through proxies. The company motivates major shareholders
and institutional investors to publicly disclose their investment policy at the company, e.g.
their voting policy, level of activity in the corporate governance processes and the manner
thereof, and the mechanisms and frequency of communication with the managerial or
supervisory bodies.

Mercator is looking to consolidate shareholder confidence by regularly reporting on the
events at the company and anything related to it. Communication with the financial
community takes place via company website at www.mercator.si, and through
announcements on the Ljubljana Stock Exchange electronic information dissemination
system, the SEOnet where Mercator has been publishing all announcements simultaneously
in Slovenian and English language since 2005, and where all financial statements and reports
for the company and the Group have since been published in compliance with the
International Financial Reporting Standards.

Mercator also regularly organizes meetings with shareholders at company headquarters,
press conferences on major business events and announcements of results, meetings with
investors and analysts, presentation meetings, and conferences for investors at home and
abroad.

In the period 1-6 2011, the company Poslovni sistem Mercator, d.d., conducted the following
investor relations activities:

x On April 21% 2011, Mercator took part in the Days of Slovenian Capital Market held for
promotion of Slovenian companies among domestic and international portfolio
investors. The promotion included individual meetings of companies with the investors
and financial analysts. Mercator was presented to the investors at individual meetings
where operations of the Mercator Group in 2010 were presented, along with the
medium term business plan for the period 2011-2015.

x On May 3™ 2011, Mercator took part in the presentation of companies listed in the
Southeastern European stock exchanges. The event, organized by the Ljubljana Stock
Exchange, Vienna Stock Exchange, and the Wood Investment Bank, took place in
Stockholm, Sweden, and it was intended to present the companies to investors and
stock market analysts from Scandinavian countries. The key issue was a review of
Mercator operations in 2010 and medium term business plan for the period 2011-2015.

x On June 1% 2011, Mercator took part in the webcast company presentation. The event
was organized by the Ljubljana Stock Exchange and it was intended to present the
companies to investors and stock market analysts.
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In the period 1-6 2011, Mercator Group carried on the analysis of current and potential new
risks, and the implementation of planned measures to hedge such risks. A lot of attention
was paid to the management of the risk of a drop in purchasing power due to persistently
low volume of demand in retail in all markets of our operations, risks pertaining to
competition, and the risk of credit, liquidity, and foreign exchange risk. We also implemented
the established risk management measures in all local markets.

ODQDJHPHQW RI NH\ ULVNV LQ WKH SHULRG

%XVLQHVV 5LVNV

Business risks are related to company operations and our core activity.

Risks in the operations of trade companies increase as a result of economic conditions due to
changes in the shopping behaviour of the consumers, and particularly due to a drop in their
purchasing power. The key indicator of purchasing power and the sensation of security on
the part of the consumers is the unemployment rate. In key markets of Mercator's
operations, this category has recently reached the highest levels in the last five years.
Furthermore, business risks are further aggravated by unpredictable reactions by the
competitors, changes in economic policies, foreign exchange fluctuations, and changes in the
prices of tradable commodities.

S5LVN RI D GHFOLQH LQ SXUFKDVLQJ SRZHU

$VVHVVPHQW RI WKH ULVN RI D GHFOLQH LQ SXUFKDVLQJ SRZHU
HFRQRPLF FRQGLWLRQV

Unemp|oyment rate as the key lever .H\ PDUNHWV XQHPSOR\PHQW UDWH LQ WKH SHULRG
of increase in the risk of lower “5%’\/\_____/’.
purchasing power of the general

population has reached in recent
months the highest levels of the last
five years. In Slovenia, unemployment

rate started to rise in the second half s \_J\/\_/\/\
of 2008. At the end of 2010, several 1% \__//———’A

insolvency proceedings were "

instituted at major companies, which ™ = = o o e 0 6 06 60 s s
bore a major impact on the increase  + «& ' ¥ o o ¢ o8 o ¥ o 0 o N 0 8

of the unemployment rate at the end ——Sloveria  ——Bosniaand Herzegovina  ——Serbia  ——Croatia

of 2010 and in the first months of 2011. Unemployment rate was then stabilized and it has
remained at approximately the same level. For key foreign markets of Mercator's operations,
information from publicly available sources are much less accurate and up-to-date. The key
lever of increase in the risk of lower purchasing power is the increase of the unemployment
rate. According to the most recent survey, unemployment rate in Serbia has risen
considerably to the highest figure (22%) since 2008. In Croatia, too, unemployment in the
first half of 2011 was higher than in the corresponding period of the year before, reaching
19%. Unemployment rate in Bosnia and Herzegovina was very high even before the
economic crisis. Then, it increased additionally to reach an average of 43%.
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S5LVNV RIRSMELPXP PDUNHWLQJ PL[ DQG HIIHFWV RI WKH FRPSHWL

$VVHVVPHQWERVHGVRQ PDUNHW FRQGLWLRQV DQG OHUFDWRU V &
RI RSHUDWLRQV

At Mercator Group, we are regularly monitoring the perception of key elements of the
marketing mix and in the first half of 2011, we further pursued the implementation of the
measures adopted to mitigate the risk of sub-optimum marketing mix and effects of the
competition. In recent years, consumer behaviour has changed and we have decided to
update and refresh the offer at our stores in order to make the assortment more attractive
for our loyal customers. We shall accomplish this by adapting and rationalizing the
assortment, increase the market share of our private labels, allow easier and faster shopping
by modernizing the stores, and by new promotional activities. Therefore, we activated in July
2011 a new strategic project Updating Mercator's Offer in Slovenia which aims to further
adapt our offer to match the needs of our consumers.

Mercator Group allocated nearly EUR 12 million in the period 1-6 2011 for price investments
to sink retail prices and thus maintain the purchasing power of the consumers, and thus
effectively committed a part of its profit margin for offsetting the negative pressure on
prices, introduced by higher prices of strategic raw materials. Lower prices will improve
competitiveness of pricing and bring Mercator closer to the consumers who cut the value of
their spending during the crisis.

5LVNV LQ WKH VXSSO\ SURFHVYV
$VVHVVPHQW RI JOREDO LPSIFON BRQRUFHINDWRU V V

In the first six months of 2011, prices have soared particularly for the food affected by the
changes at the commodity exchange (wheat, sugar etc.) and for food whose price depends
heavily on the price of energy (oil). In 2011, we have carried on the well thought-out
purchasing/supply policy, selecting proven and reliable supply sources and choosing various
suppliers in each category in order to diversify or hedge the risk.

JLODQFLDO ULVNYV

Financial risks are those that may negatively affect the ability to generate cash flows,
management of cash flows, maintaining the value of financial assets, and managing financial
liabilities.

Major changes in global financial markets took place in the period 1-6 2011. On the one
hand, advanced European countries saw further recovery of domestic economics; on the
other hand, some countries of the euro area had internal financial problems that resulted in
negative swings in the international financial markets, in terms of higher interest rates and
inflation.

&UHGLW ULVN LQ ZKROHVDOH

$VVHVVPHQW RI WKH ULVN WKDW UHFHLYDEOHV IURP EXVLQH)
SDIPHQW ZLOWHRQWMDHEHSDUWO|! RU QRW DW DOO

In the period 1-6 2011, the problems of defaults (late payments) were still present with some
major wholesale buyers. Therefore, we continued to restrict deferred payment sales without
first-grade security/insurance, which resulted in lower exposure to wholesale and other
partners.
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OHUFDWRU 3LND FDUG FUHGLW ULVN
$VVHVVPHQW RI WKH BFBUEDWRWGBWNLLVNV SRVVLELOLWI| WK
FXVWRPHUV UHVXOWLQJ IURP GHIHUUHG SDIPHQW VKDOO RQOI

In the period 1-6 2011, we carried on the implementation of measures adopted to mitigate
credit risk pertaining to the Mercator Pika card.

&XUUHQF\ ULVN
$VVHVVPHQW RI WKH ORVV RI HFRQRPLF EHQHILW GXH WR FKDQJ

In the period 1-6 2011, Croatian kuna saw depreciation compared to the equivalent period of
the year before. Similarly, the Serbian dinar depreciated in the period 1-6 2011, but closing
exchange rate as at June 30™ 2011 was 5.7% lower than at the beginning of the year.

56' (85 PRYHPHQW LQ WKH SHULRG +5. (85 PRYHPHQW LQ WKH SHULRG
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Besides the measures already in place, no additional measures to hedge the foreign currency
risk were required.

, QWHUHVW UDWH ULVN
(85, %25 LQWHUHVW UDWH LV VXEMHFW WR PDUNHW IOXFWXDWL I
OHDG WR LQFUHDVHG ILQDQFLQJ FRMXWHRU PRYHPHQW LQ WKH SHULRG

2.000

In the period 1-6 2011, variable 6M EURIBOR
rose from 1.227% to 1.788%. In case of further

increase of variable interest rates, Mercator will **°
implement additional measures to manage the ..o
interest rate risk consistently with the adopted

- . 1.200
finance policy.

1.800

1.000 T T T
/[LTXLGLW\ ULVN
$VVHVVPHOW RI WKH ULVN WKDW DW D FHUWDLQ PRPHQW WKH

DVVHWV WR VHWWOH LWV FXUUHQW OLDELOLWLHYV

In the period 1-6 2011, Mercator Group further pursued restructuring of current financial
liabilities into non-current liabilities. In this period, we completed the drawing of a non-
current syndicated loan in the amount of EUR 130 million, signed a non-current assignable
loan (eSchuldschein Darleheng) in the amount of EUR 58 million, and took out some non-
current bilateral loans. As a result, the ratio between non-current and current financial
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liabilities rose from 63.0% : 37.0% (as at the end of 2010) to 65.9% : 34.1% (end of first
half of 2011).

2SHUDWLRQDO ULVNYV

Operational risks are related to the progress and control of business processes and activities
in the Mercator Group, and to the consumption and costs incurred in the progress of
business processes.

, 7 RSHUDWLRQDO ULVNV

5LVN RI IDLOXUH RI WKH FHQWUDO ,7 VIVWHPV

In order to manage this risk, we started to actively set up a third system space in Slovenia
and Bulgaria that will include equipment intended for higher reliability and availability of key
IT systems. In Albania, proactive establishment of backup copies of key elements of the IT
system was commenced in the period at hand in order to manage this risk.

(QYLURQPHQWDO ULVNV

5LVN RI LQHIILFLHQW XVH RI HOHFWULF HQHUJI

In order to efficiently monitor the use of electric energy, we carried out workshops and
harmonized the requirements for the SAP PM module that will provide efficient management
of those technologies that consume the most electric energy in internal processes. With
regard to alternative sources of energy and cutting energy costs, we prepared a final report
on test co-production at Mercator center Celje and, based on positive results, adopted the
decision to establish co-production in all major shopping centers. Gradual transition to the
systems of heating with non-fossil fuels is currently in progress. We replaced the current
lighting in the garage, outdoor parking lot, and elements of the corporate visual identity on
Mercator facilities. We also obtained bids to upgrade the central control systems to a system
for monitoring power consumption.

OHUFDWRU *URXS ULVN DVVHVVPHQW

Total exposure of Mercator Group to key business, financial, and operational risks did not
change considerably from the end of 2010 to June 30™ 2011; thus, it remains at a
PRGHU RWH
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OHUFDWRU RSHUDWLRQY DUH VXVWDLQDEOH DQG U
KHDOWK\ DQG VDIH IXWXUH IRU WKH SHRSOH DQG

The fundamental principle of sustainable development is that our needs today should be
satisfied in a way that does not threaten the future of the generations to come. As of 2011,
this has become the guiding principle for Mercator Group. As the largest retailer in the
region, we declare the responsibility, need, and commitment to make our conduct and
business decisions consistent with the principles of sustainable development understood as a
balance of business policies in the following fields:

X corporate social responsibility;

X environmental protection; and

X economic sustainability.

( &$5($%28285&86720(56

Care for the customers is Mercator's core and fundamental principle. Therefore, our
marketing activities will be planned and conducted, in compliance with the marketing
strategy laid down, with consideration of the trends and needs of our customers. These
activities will reflect Mercator's commitment to offering environmentally friendly products and
services, and to promote environmental awareness and environmentally friendly activity. We
shall continue to pay particular attention to all processes and procedures of providing food
safety for products in our aisles, and to bring the information on our offer closer to the
customers trough innovative approaches.

6WUDWHJILF $FWLYLWLHY DFFRPSOLVEK
Care for food safety. > 114 internal controls were carried out according to the plan of
regular controls.

X Quality control was conducted for 154 alimentary products of
our private label. Sensory evaluation of over 200 products was
conducted in the process of selecting new products.

X Preparations for 1SO 22000 standard audit have been
commenced. All HACCP studies and pertaining documentation
have been updated.

Introduction of environmentally In February 2011, we completed the process of placing the wine

friendly formats, standards, and vending corners at selected Mercator hypermarkets in Slovenia.

technologies at our stores. x We completed the test of fruit and vegetable moistening system
implementation, which confirmed the reduction of waste.

X We took an introductory tour of an example of the first green
store which employs environmentally friendly solutions that
would also be appropriate for Mercator Eco House.

Marketing approaches related to Slovenia

~s

the offer of environmentally x As at June 30" 2011, 49 eco (organic) products were certified
friendly and well-priced products within our private labels in Slovenia.

and services, and informing and X As at the end of March 2011, we launched the Local (€Lokalnocg)
educating the consumers about project, the purpose of which is to inform the consumers about
the environmentally friendly the offer of locally grown products at our stores and to emphasize
activities. the importance of local production.
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In the first half of 2011, we carried on the activity of trading in
of used products.

In March 2011, we launched the events emphasizing egreenc,
and prepared several égreen cornersg at our shopping centers.
In 2011, we received 9 gold medals from the Chamber of
Commerce and Industry of Slovenia for the quality of nine kinds
of bread by our Grosuplje bakery.

In February 2011, we successfully completed the customer
loyalty project during which our customers bought 223
thousand pieces of organic bathroom textile.

The offer of ecological/organic origin, as well as offer for a
healthy lifestyle, were regularly included in our flyers.

Southeastern European markets:

X

X

X

In June 2011, we took part in the national campaign €Let us
Clean Up Serbiac.

Organic linen bags were given to customers at our
hypermarkets.

In June 2011, used battery disposal equipment was installed
at Mercator centers Belgrade and Novi Sad. These batteries will
be taken to further processing according to ecological standards.
In Bosnia and Herzegovina, the project €A minute before
midnight for our planet¢ (éMinuta do dvanaest za nagu
planetu¢) was carried out in cooperation with elementary
schools.

( &$5($%28703/2<((6

responsibility to the employees through managerial and other training, internal
communication, employee motivation, improvement of working conditions, internal staffing
and recruitment, and care for the safety and health of our employees and their families.

1XPEHU RI HPSOR\HHYV

1XPEHU

HPSOR\I

DV DW

VW

Poslovni sistem Mercator, d.d. 10,606
Mercator IP, d.o.o. 295
OHUFDWRU 7UDGH 60RYHQ
Mercator - S, d.o.o. 3,968
Mercator - H, d.o.o. 3,600
Mercator - BH, d.o.o. 826
M - BL, d.o.o. 262
Mercator - Mex, d.o.o. 326
Mercator - CG, d.o.o. 1,103
Mercator - B, e.0.0.d. 279
Mercator - A, sh.p.k. 121
OHUFDWRU 7UDGH 6RXWKH
Mercator - Optima, d.o.0. 16

OHUFDWRU UHDO HVWDWH
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I1XPEHU
HPSOR\HHV
I1XPEHU EDVHG RQ
1XPEHU HPSOR\l KRXUV ZRUNHG

HPSOR\I -XQH "' LQ WKH SHULRG
DV DW - "HF -DQ-XQH
W K VW
10,656 100.5 9,913
329 111.5 267
4,043 101.9 3,989
3,678 102.2 3,263
875 105.9 845
264 100.8 247
1,539 139.5 1,426
249 89.2 240
128 105.8 106
15 93.8 14



I1XPEHU
HPSOR\HHV

1XPEHU EDVHG RQ

1XPEHU 1XPEHU HPSOR\l KRXUV ZRUNHG

HPSOR\l HPSOR\I -XQH "' LQ WKH SHULRG

DV DW DV DW - 'HF -DQ-XQH

VW WK VW

Eta, d.d. 187 0 - 177
Mercator - Emba, d.d. 119 114 95.8 113
Intersport ISI, d.o.o. 324 313 96.6 305
Intersport S-1Sl, d.o.o. 114 107 93.9 102
Intersport H, d.o.o. 264 260 98.5 244
Intersport BH, d.o.o. 66 63 95.5 60
Modiana, d.o.0., Slovenia 616 603 97.9 557
Modiana, d.o.0., Serbia 142 133 93.7 123
Modiana, d.o.o., Croatia 169 170 100.6 154
Modiana, d.o.0., Bosnia and Herzegovina 79 81 102.5 73

2WKHU RSHUDWLQJ DFWLY
0(5&$725 *5283

Store manager training was the highlight of the first half of 2011. A great number of them
attended the Store Manager School in Slovenia for the field of Mercator Trade Slovenia, and
in Serbia for the field of Mercator Trade Southeastern Europe. We have developed the web
version of occupational safety and fire safety training. We completed the annual interviews
with all Mercator Group employees. In Slovenia, a new Works Council with 31 members was
appointed. Notable contribution by the revised Intranet to the improvement of internal
communication has already been seen.

6WUDWHJLF $FWLYLWLHY DFFRPSOLVE

Leadership development. > We organized Store Manager Schools in Slovenia for the field
Employee education and training. of Mercator Trade Slovenia and in Serbia for other markets.
Motivation and compensation. X We organized education and training in leadership,
Staffing. communication, and healthy lifestyle for the management of
Hiring and training of sales the field Mercator Trade Southeastern Europe.

personnel. X We carried on the expansion of the training network which

already includes 346 trainers in Slovenia and 228 trainers in
the field of Mercator Trade Southeastern Europe.

X We held 15 IT Friday workshops in Slovenia.

X The fourth International Mercator Business Academy was
completed.

X In Serbia, the school for prospective managerial staff was launched
with the idea to provide additional knowledge and skills to talented
employees in order to prepare them for assuming more demanding
tasks and positions. 76 employees from operational and
administrative departments took part in the program.

X In Slovenia, we developed the web version of occupational
safety and fire safety training. 664 administrative workers have
already taken part in this training program and passed the test.

x 19 internal instructors were presented medals for successful
work at the minor festive event.

X We launched team building camps on Vogel which are to be
attended by approximately 400 employees.

Dialogue with employees and We held the 33" Mercatoriada at which 130 teams, or 810
social partners. athletes competed in eight disciplines.
Occupational health and safety. X We completed the annual interviews with all employees.

~s
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We helped organize and conduct the election for the Works
Council in Slovenia; the Council includes 31 members.
Company newsletter was issued in Slovenia, Serbia, Bosnia
and Herzegovina, Croatia, and Montenegro; we also published
a special edition on corporate values.

We adopted the measures to improve the corporate climate
and employee satisfaction in Slovenia. We also devised a
biannual plan of work for the Health Promotion project.
Mercator Humanitarian Foundation provided aid to 63 employees;
total value of the aid provided was EUR 42 thousand.

( &$5($3%287 1$785(

We are systematically establishing a relation to our natural environment through energy-
efficient construction or refurbishment of stores and office buildings, efficient use of energy,
and careful waste management, as well as by considering other environmental aspects.
Providing sustainable logistics and proactively conveying the right information to our
customers, presenting our environmentally friendly offer.

6WUDWHJLF

Reducing consumption of power
and fuels for heating by
implementing savings measures,
by current maintenance, and by
investments.

Carrying out the eEco Housecg
project.

Cutting the use of natural
resources and waste generation.

Rising use of environmentally
friendly freight vehicles.

Relocation of logistics service to
energy-efficient and people- and
environmentally friendlier,
suitably located facilities outside
urban settlements.

$FWLYLWLHY DFFRPSOLVEK

)

~s

We replaced the lighting in the garage, outdoor parking lot,
and the entire corporate visual identity on Mercator facilities.
We signed an agreement to take part in a public tender for co-
financing projects to improve the efficiency of use of electric
energy in the economy, for the period 2011-2013.

With regard to alternative sources of energy and cutting
energy costs, we prepared the final report on test co-
production at Mercator center Celje and, based on positive
results, adopted the decision to establish co-production in all
major shopping centers.

We gradually made the transition to heating systems using
non-fossil fuels.

Project plans, preliminary investment evaluation, and
immediate commencement of work on the project were
confirmed. In recent months the floor plan and technology for
the store were prepared with high commitment. This will lay
down the basis for all further activities on the project.

We prepared a concept of separate collection of waste at
various retail locations.

We carried out activities to manage the environmental risk of
inefficient use of electric energy.

We efficiently reduced noise emissions.

We prepared the technological procedure of waste battery
management, complete with photo and graphic material that
allows the users a better understanding of the problem at hand.
We increased the use of environmentally friendly freight
vehicles.

External audit of the environmental management system
according to the 1SO 14001 standard was carried out; no non-
compliance was found.

We successfully complied with our commitments laid down in
the Retail Environmental Sustainability Code within the review
of the international organization Retailers' Environmental
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Action Programme.

X We carried out activities of the project SAP PM Module Set-up,
which will allow efficient management of technologies,
equipment, and buildings that are the source of environmental
impact.

( &$5(3%28B2&,$/(19,5210(17

Mercator's vision of sustainable development and corporate social responsibility dictates
specific activities that contribute to the development of both local and regional environment
and which improve the quality of people's lives. Sponsorships and donations and inclusion in
the socially beneficial campaignhs are an important part of Mercator Group's strategy of
comprehensive corporate responsibility. We support and make possible humanitarian, sports,
cultural, scientific, educational, and other projects.

6WUDWHJILF $FWLYLWLHVY DFFRPSOLVE
Sponsorships and donations Slovenia:

x Central humanitarian campaign Together Against Cancer
involved contributing funds to the Ljubljana Institute of
Oncology for the purchase of a new ultrasound equipment for
brachytherapy of prostate cancer; supporting the activity of
the Society of Oncology Patients of Slovenia; and taking part
in the organization of the cycling race The Wheel of Life.

X We sponsored many cultural and sports events. Major events
among these included the following: Kurentovanje carnival in
Ptuj; Slovenian Drama Week; Istria carnival; Idrija Lace Festival;
Final Competition of the Ski Jumping World Cup in Planica;
international alpine ski competition; table tennis international
open championship of Slovenia; and hike along the wire. We
donated funds to Foundation for Promoting Child Development;
Humanitarian Society Materina Dugica for the Children's House;
we provided a year's worth of aid to twelve families in social
and economic hardship; we donated funds to Friends of Youth
Association of Slovenia for the project Wink at the Sun; to the
Okregelj fund for children of fatally injured rescue team
members; we donated funds to Paediatric Clinic for sports
equipment for rehabilitation and recovery of children; and
supported the project eParty with your head clearc.

Southeastern European markets:

X In Serbia, we donated funds to the residents of Kraljevo in the
aftermath of the earthquake and to the largest children's
festival in Serbia; we were also the golden sponsor of the
Serbian Olympic Committee.

x In Croatia, we donated funds to the Center of Upbringing and
Education in Zagreb and Paediatric Hospital in Osijek;
supported the independence day, and co-financed the set up
of pavilion for cultural and artistic events in Zagreb.

x In Bosnia and Herzegovina, we donated funds to the Clinical
Center in Banja Luka; and sponsored the second international
eSalon of Tasteg in cooperation with the Slovenian Embassy;
and the Children's Festival.

x In Montenegro, we donated funds to the Food Bank and the
Institute of Education and Rehabilitation of Children and
Youngsters from Podgorica.
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> In Albania, we donated alimentary products to families of
police officers who died on assignment.

Transparent communication > The fifth international press conference of the Mercator Group
was held. Mercator's Management Board presented business
results for the year 2010 and major projects for the future.
Press conference was attended by nearly 100 journalists.

( &$5($%287 3$571(56+,3 :,7+ 285 6833/,§

Partnership with suppliers is a key element in expressing sustainable responsibility in
business. We work with the suppliers to build solid partnerships based on transparent and
straightforward transactions, while making every effort to establish an environmentally
friendly supply chain.

6WUDWHJLF $FWLYLWLHVVKHG LQ WK

Working with proven suppliers. > Our aisles include products by 351 small Slovenian producers
and growers.

x In Bosnia and Herzegovina, the project Our Garden (eNaga

Bagtac), in cooperation with the Association of Cooperatives of
the Federation of Bosnia and Herzegovina, successfully linked
fruit and vegetable growers with Mercator. Thus, we are offering
fresh fruit and vegetables grown by numerous growers from
across the country. The goal of the project is sustainable
economic development through the offer of competitive
agricultural products and products of domestic food industry, as
well as extended organic farming, and processing and sale of
agricultural products of a higher processing level.

( &$5($3%287A8$/,7<

Mk,
In order to provide all-around quality, our activities include implementation of international
management systems, preventive action of internal control, efficient documentation and non-
compliance management, implementation of corrective/preventive measures, and monitoring
key quality indicators.

6WUDWHJLF $FWLYLWLHY DFFRPSOLVE

Maintenance, implementation, > Mercator Group currently holds 14 active certificates. We
and certification of international conducted activities of preparation for external audits of
guality management systems at guality management systems.

Mercator Group companies by
independent certified bodies.

Management of documentation, Mercator Standards collection currently includes 2,437 valid

~s

records, non-compliance, and documents. In this period, 507 new documents were prepared.

corrective and preventive We devised a new process for electronic management of non-

measures at the Mercator Group. compliance.

Systemic monitoring of quality > We carried out activities to harmonize and unify the process of

management processes at the monitoring environmental indicators  for  particular

Mercator Group. environmental aspects at all companies of the Mercator Group.
We introduced monthly monitoring of information on the use
of fuels.

Establishing IT support for > We extended and improved the Mercator Standards

managing the quality management application. Development of a new application for

system requirements. management of non-compliance is currently in progress.

40



),1$1&,$5(3257

$8&&2817,182/,&,(6

All financial statements of the Mercator Group for the period 1-6 2011 have been prepared in
compliance with International Financial Reporting Standards and they are unaudited.

&21'(16(' &2162/,'$7('),1$1&,$/67$7(0(L7@) 7+(
0(5&$7255283

Poslovni sistem Mercator, d.d. (hereinafter referred to as Mercator, d.d.), is a company
headquartered in Slovenia. The address of its registered head office is Ljubljana, Dunajska
cesta 107. Condensed consolidated financial statements for the period 1-6 2011 include the
company Mercator, d.d., and its subsidiaries, as follows:

Xx LQO 60ORY Hhetisport ISI, d.o.0., Modiana, d.o.o., Eta, d.d., Mercator-Emba, d.d.,
Mercator-Optima, d.o.o., Mercator IP, d.o.0., M.COM, d.o0.0., and M-nepremilnine, d.o.0.;

x D E U R DMercator-H, d.o.o., Croatia, Intersport-H, d.o.o., Croatia, Modiana, d.o.o.,
Croatia, Mercator-S, d.o.0., Serbia, Intersport S-ISI, d.o.o., Serbia, Modiana, d.o.o.,
Serbia, Mercator-BH, d.o.0., Bosnia and Herzegovina, M-BL, d.o.o., Bosnia and
Herzegovina, Intersport-BH, d.o.o., Bosnia and Herzegovina , Modiana, d.o.o0., Bosnia and
Herzegovina, Mercator-CG, d.o.0., Montenegro, Mercator-K, l.l.c., Kosovo, Mercator
Makedonija, d.o.o.e.l., Macedonia, Investment International, d.o.0., Macedonia,
Mercator-B, e.0.0.d., Bulgaria, and Mercator-A, sh.p.k., Albania;

(hereinafter referred to as eMercator Groupg). Mercator Group's predominant operating
activity is retail and wholesale of fast-moving consumer goods.
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&RQGHQNRIGVROLGDWHG VWDWHPHQW RI ILQDQFLDO SRVLW|

EUR thousand

$66(7

1R FXUUHQW

Property, plant and equipment 1,921,368 1,870,428 1,873,157
Investment property 3,794 3,894 4,033
Intangible assets 51,200 52,626 50,818
Deferred tax assets 8,714 8,700 8,313
Loans and deposits 68,661 77,113 58,404
Available-for-sale financial assets 3,843 3,959 4,398
&EXUUHQW

Inventories 314,041 322,081 277,986
Trade and other receivables 264,853 231,871 258,048
Current tax assets 8,058 - 5,340
Loans and deposits 1,351 17,346 14,705
Derivative financial instruments 487 70 216
Cash and cash equivalents 15,314 20,766 15,449
7TRWDO I

(48,7

Ordinary shares 157,129 157,129 157,129
Share premium 198,872 198,872 198,872
Treasury shares (3,235) (3,235) (3,235)
Revenue reserves 270,194 270,194 270,194
Fair value reserve 197,665 200,187 198,416
Retained earnings 8,849 6,671 31,893
Profit for the period 18,535 30,396 17,663
Currency translation reserve (40,292) (62,295) (47,288)

TRWDO HTXLW\ DWWULEX\
WKH &RPSDQ\
1R FRQWUROOLC

7TRWDO |

1,$%,/,7,1

1R FXUUHQW O

Trade and other payables 2,519 2,447 2,872
Financial liabilities 766,470 674,375 625,094
Deferred tax liabilities 50,410 51,269 52,340
Provisions 35,102 35,709 34,030

&EXUUHQW O

Trade and other payables 595,054 642,666 558,634
Current tax liabilities 5,882 5,892 6,525
Financial liabilities 396,790 395,853 462,164
Derivative financial instruments 1,504 2,478 5,310
7TRWDO OL

TRWDO HTXLW\ DC
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&RQGHQVHG FRQVROLGDWHG LQFRPH VWDWHPHQW

EUR thousand

Revenue 1,416,386 1,334,836
Cost of sales (1,322,982) (1,238,189)

*URVV SURILW

Administrative expenses (53,083) (52,757)
Other income 7,312 9,222
5HVXOWY IURP RSHUDWLQJ DFWLYLW

Finance income 4,653 3,863
Finance expense (28,086) (33,185)

1HW ILQDQFH H[SHQVH

BURILW EHIRUH LQFRPH WD]

Income tax expense (5,675) (6,134)

URILW IRU WKH SHULRG

Profit for the period, attributable to:
Owners of the Company 18,535 17,663
Non-controlling interest (10) (6)

&RQGHQVHG FRQVROLGDWHG VWDWHPHQW RI FRPSUHKHQVL

EUR thousand

Profit for the period 18,525 17,657
2WKHU FRPSUHKHQVLYH LQFRPH
Foreign currency translation differences for foreign

operations 22,003 (13,500)
Change in fair value of available-for-sale financial assets - (1,077)
Effective portion of changes in fair value of cash flow

hedges 708 (887)
Revaluation of property - 19,872
Deferred tax 8 (3,557)

2ZWKHU FRPSUHKHQVLYH LQFRPH IRU
7TRWDO FRPSUHKHQVLYH LQFRPH IRU

Total comprehensive income for the period, attributable
to:

Owners of the Company 41,254 (4,056)
Non-controlling interest (10) 3)
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&RQGHQVHG FRQVROLGDW R KEDQW B W H B HHT [RW \

Total equity
Currency attributable to Non-

Ordinary Share Treasury Revenue Fair value Retained  Profit for the translation  equity holders of  controlling
EUR thousand shares premium shares reserves reserve earnings period reserve the Company interest Total
%DODQFH DW -DQXDU\ 157,129 198,872 (3,235) 270,194 186,029 8,697 21,232 (33,782) 805,136 254 805,390
7TRWDO FRPSUHKHQVLYH LQFRPH IRU WKH
SHULRG
Profit for the period - - - - - - 17,663 - 17,663 6) 17,657
Other comprehensive income - - - - 12,387 1,964 - (13,506) 845 6 851
7TRWDO FRPSUHKHQVLYH |
SHULRG
7UDQVDFWLRQV ZLWK RZQHUV UHFRUGHG
GLUHFWO\ LQ HTXLW\
Transfer of profit for the period to retained
earnings - - - - - 21,232 (21,232) - - - -
%DODQFH DW  -XQH

Total equity
Currency attributable to Non-

Ordinary Share Treasury Revenue Fair value Retained  Profit for the translation  equity holders of  controlling
EUR thousand shares premium shares reserves reserve earnings period reserve the Company interest Total
%DODQFH DW -DQXDU\ 157,129 198,872 (3,235) 270,194 200,187 6,671 30,396 (62,295) 797,919 246 798,165
7TRWDO FRPSUHKHQVLYH LQFRPH IRU WKH
SHULRG
Profit for the period - - - - - - 18,535 - 18,535 (10) 18,525
Other comprehensive income - - - - (851) 1,567 - 22,003 22,719 - 22,719
7TRWDO FRPSUHKHQVLYH |
SHULRG
7UDQVDFWLRQV ZLWK RZQHUV UHFRUGHG
GLUHFWO\ LQ HTXLW\
&RQWULEXWLRQV E\ DQG GLVWULEXWLRQV WR
RZQHUV
Dividends to equity holders = = = = = (29,785) = = (29,785) = (29,785)
Transfer of profit for the period to retained
earnings - - - - - 30,396 (30,396) o o o o
7TRWDO FRQWULEXWLRQV E\ DQG GLVWULEXWLRQV WR
RZQHUV
&KDQJHV LQ RZQHUVKLS
VXEVLGLDULHVY WKDW GR QRW UHVXOW LQ D ORVV RI
FRQWURO
Proceeds fromsale of subsidiary (1,671) (1,671) (1,671)
7TRWDO WUDQVDFWLRQV ZLWK RZQHUV
%DODQFH DW  -XQH
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&RQGHQVHG FRQVROLGDWHG VWDWHPHQW RI

EUR thousand

IORZV

&DVK IORZV IURP RSHUDWLQJ DFWLYIL
*URVV FDVK IORZ IURP RSHUDWLQJ DI
Change in inventories

Change in trade and other receivables

Change in trade and other payables

Interest paid
Income tax paid
1HW FDVK IURP RSHUDWLQJ DFWLYLW

&DVK IORZV IURP LQYHVWLQJ DFWLYL
Acquisition of property, plant and equipment and

investment property

Acquisition of intangible assets

Loans and deposits made

Proceeds from sale of property, plant and equipment and
investment property

Proceeds from sale of subsidiary

Interest received

Loans and deposits received

IHWDVK XVHG LQ LQYHVWLQJ DFWLYL

&DVK IORZV IURP ILQDQFLQJ DFWLYL\
Proceeds (repayments) from borrowings
Dividends paid

1HW FDVK IURP ILQDQFLQJ DFWLYLWL

IHWGHFUHDVH LQFUHDVH LQ FDVK D(
HTXLYDOHQWYV

Cash and cash equivalents at the beginning of the year

Effect of exchange rate fluctuations on cash and cash
equivalents

FDVK
2,851 14,065
(57,294) (67,228)
(69,569) 38,602
(25,871) (22,033)
(5,809) (6,282)
(66,105) (40,097)
(1,662) (5,232)
- (36,743)
6,002 3,003
10,000 -
2,504 1,611
24,447 -
87,033 34,851
(12) -
20,766 16,844
405 (679)

&DVK DQG FDVK HTXMMCOOHQ®WWDWKH
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1RWHV WR FRQGHQVHG FRQVROLGDWHG LQWHULP ILQDQFLEC

I1RWHV WR FRQGHQVHG FRQVROLGDWHG LQFRPH VWDWHPHQW

6DOHVY UHYHQXH

In the period 1-6 2011, Mercator Group generated EUR 1,416,386 thousand of sales
revenue, which is 6.1 percent more relative to the period 1-6 2010. Majority of Group
revenue is generated by sales of goods, material, and products, mostly retail and wholesale
of trade goods. In the period 1-6 2011, revenue from sale of goods, material, and products
at Mercator Group exceeded the figure for the period 1-6 2010 by 7.4%. Revenue from sale
of goods, material, and products rose by 1.1 percent in Slovenia; in foreign markets, the
growth amounted to 18.3%.

&RVWY RI VDOHV

Mercator Group costs of sales which include the purchase value of goods sold, production
costs, selling and marketing costs, and other expenses, amounted to EUR 1,322,982
thousand in the period 1-6 2011. Depreciation and amortisation in the period 1-6 2011
amounted to EUR 40,025 thousand (EUR 38,690 thousand in the corresponding period of 2010).

*URVV SURILW

Gross profit for the period 1-6 2011 amounted to EUR 93,404 thousand, which is a 46.3% of
the total figure planned for the year 2011. The share of gross profit in revenue is 6.6%. In
order to maintain the purchasing power of the consumers, Mercator Group allocated EUR
11,717 thousand for investments in prices in the period at hand. Given the cost of sales that
remained on par with the last year's figures, this resulted in relatively lower gross profit in
the period 1-6 2011 compared to the equivalent period of the year before.

$GPLQIDWMWYH H[SHQVHYV
Mercator Group's administrative expenses in the period 1-6 2011 amounted to EUR 53,083
thousand, which amounts to 48.8% of the figure planned for the entire year 2011.

S5HVXOWRP RSHUDWLQJ DFWLYLWLHYV
In the period 1-6 2011, Mercator Group's results from operating activities reached EUR
47,633 thousand, which is 46.2% of the 2011 annual plan.

JLODQFH LQFRPH DQG H[SHQVHYV

Finance income amounts to EUR 4,653 thousand. It mostly pertains to income from regular
interest on financing and income from default interest.

Finance expenses amount to EUR 28,086 thousand in the period at hand. They mostly
pertain to expenses for regular interest on borrowings from commercial banks, negative
currency translation differences, and impairment of trade and other receivables. The figure
represents 51.8% of the annual plan for 2011. The decrease is mostly a result of lower
currency translation differences and impairment of trade and other receivables.

3URILW EHIRUMWDQFRPH
In the period 1-6 2011, Mercator Group's Profit before income tax stood at EUR 24,200
thousand, which is 45.2% of the 2011 annual plan.

3URILW IRU WKH ILQDQFLDO SHULRG

In the period 1-6 2011, Mercator Group's profit for the financial period amounted to EUR
18,525 thousand, which is 45.7% of the 2011 annual plan.
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*URVV FDVK IORZ IURP RSHUDWLQJ DFWLYLWLHYV

Mercator Group's gross cash flow from operating activities in the period 1-6 2011 amounted
to EUR 87,628 thousand, which amounts to 48.7% of the figure planned for the entire year
2011.

*URVV FDVK IOREHURWIRQJ DFWLYLWLHYV EHIRUH UHQWDO H[SHQV

The relevant indicator of the ability to generate operating cash flow, which also accounts for
the expansion of Mercator Group's retail network through operating lease, is the gross cash
flow from operating activities before rental expenses which amounted to EUR 109,036
thousand in the period 1-6 2011, or 48.3% of the figure planned for the entire year 2011.

I1RWHV WR FRQGHQVHG FRQVROLGDWHG VWDWHPHQW RI

$VVHWYV

Mercator Group assets as at June 30" 2011 amounted to EUR 2,661,684 thousand, which is
EUR 52,830 thousand more than at the end of 2010.

As at June 30™ 2011, the value of Mercator Group non-current assets amounted to
EUR 2,057,580 thousand, which is EUR 40,860 thousand more than as at December 31%
2010. The biggest share of non-current assets is represented by property, plant and
equipment, accounting for 93.4% (EUR 1,921,368 thousand) of the total figure. Their value
rose by EUR 50,940 thousand relative to the end of 2010. The change in value in the period
1-6 2011 is related to investments, depreciation and amortization, and disposal of
unnecessary (non-core) and non-viable property, plant, and equipment.

As at June 30" 2011, the value of Mercator Group current assets amounts to EUR 604,104
thousand, which is EUR 11,970 thousand more than as the end of 2010. The largest share
thereof includes inventories (52.0%) and trade and other receivables (43.8%).

(TXLW\ DQG OLDELOLWLHYV

Mercator Group equity as at June 30" 2011 amounts to EUR 807,953 thousand, which is EUR
9,788 thousand or 1.2% more than as at the end of 2010. The increase mostly pertains to
net profit for the period and currency translation reserve.

As at June 30™ 2010, total financial liabilities amount to EUR 1,163,260 thousand, which is
EUR 93,032 thousand more than as at the end of 2010. In the composition of financial
liabilities, non-current liabilities represent 65.9% while current liabilities represent the
remaining 34.1% (as at December 31% 2010, the ratio between non-current and current
financial liabilities was 63.0 : 37.0). Net debt of the Mercator Group, calculated as the
difference between financial liabilities and financial assets, amounted to EUR 1,075,107
thousand as at June 30" 2011 (December 31% 2010: EUR 949,081 thousand). The increase
in financial liabilities is a result of year-on-year dynamics in the trade industry.

As at June 30" 2011, provisions amounted to EUR 35,102 thousand. Compared to the end of
2010, provisions have decreased by EUR 607 thousand.

Trade and other payables as at June 30" 2011 amounted to EUR 597,573 thousand, which is
EUR 47,540 thousand less than at the end of 2010. The decrease in trade payables is a
result of year-on-year dynamics in the trade industry.

As at June 30™ 2011, long-term coverage of non-current assets with non-current liabilities at
the Mercator Group amounts to 80.9%, which is 3.4 percentage points more than as at the
end of 2010.
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Poslovni sistem Mercator, d.d. (hereinafter referred to as Mercator, d.d.), is a company
headquartered in Slovenia. The address of its registered head office is Ljubljana, Dunajska
cesta 107. The company Mercator, d.d., is the parent/controlling company of a group of
associated companies headquartered in Slovenia, Serbia, Croatia, Bosnia and Herzegovina,
Montenegro, Macedonia, Albania, Kosovo, and Bulgaria.

The company has a double role: it is predominantly engaged in fast-moving consumer goods
retail and wholesale; however, it also performs various group-related corporate tasks for the
companies included in the Mercator Group. Hence, employing the financial statements of the
company Poslovni sistem Mercator, d.d., for economic analysis of Mercator Group's operation
is inappropriate. For such analysis, it is more sensible to apply above all the consolidated
financial statements that present an account of the performance of the Mercator Group as a
uniform business entity.

,Q DGGLWLRQ GXH WR IVDK$IDW WDRIVRISHH IRDWLQJ DFWLYLWLHV WR
,QWHUVSRUW ,6,06G RREBELDQD G RR ILQDQFLDO VWDWHPHQWYV

3RVORYQL VLVWHP OHUFDWRU G G DUH QRW 1[1X0OO0O\
SHULRGYV
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&RQGHQVHG VWDWHPHQW RI

EUR thousand

$66(76

IRQFXUUHQW DVVHWYV
Property, plant and equipment
Investment property

Intangible assets

Deferred tax assets

Loans and deposits

Investment into equity of subsidiaries
Available-for-sale financial assets

&EXUUHQW DVVHWYV
Inventories

Trade and other receivables
Current tax assets

Loans and deposits

Derivative financial instruments
Cash and cash equivalents

7TRWDO DVVHWYV

(48,7<

Ordinary equity
Share premium
Treasury shares
Revenue reserves
Fair value reserve
Retained earnings
Profit for the period

1,$%,/,7,(6

IRQFXUUHQW OLDELOLWLHV
Trade and other payables

Financial liabilities

Deferred tax liabilities

Provisions

&EXUUHQW OLDELOLWLHYV
Trade and other payables

Current tax liabilities

Financial liabilities

Derivative financial instruments

7TRWDO OLDELOLWLHV
TRWDO HTXLW\ DQG OLDELOLWL
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1,004,840 1,014,704 1,025,945
3,794 3,894 4,033
9,173 9,652 9,582
8,317 8,216 8,369

959 286 281
611,770 618,813 598,281
3,547 3,547 3,960
157,483 153,926 145,932
179,378 158,906 207,802
4,501 5 2,449
49,182 48,849 6,428
487 70 216
2,577 3,829 2,677
157,129 157,129 157,129
198,872 198,872 198,872
(3,235) (3,235) (3,235)
238,015 238,015 238,015
190,947 194,435 179,115
12,005 3,612 28,952
22,869 36,806 25,113
2,447 2,447 2,872
541,716 456,547 392,458
40,182 40,814 40,934
29,404 29,459 28,901
339,215 341,239 310,401
5,555 5,759 6,204
259,382 320,320 404,914
1,504 2,478 5,310




&RQGHQVHG LQFRPH VWDWHPHQW

EUR thousand

Revenue 795,149 840,257
Cost of sales (725,231) (758,559)

*URVV SURILW

Administrative expenses (28,702) (34,197)
Other income 3,889 7,570
BHVXOWY IURP RSHUDWLQJ DFWLYLWLH]

Finance income 7,535 1,711
Finance expense (24,406) (25,489)
I1HW ILQDBDIQFHQVH

BURILW EHIRUH LQFRPH WD]

Income tax expenses (5,365) (6,181)

URILW IRU WKH SHULRG

&RQGHQVHG VWDWHPHQW RI FRPSUHKHQVLYH LQFRPH

EUR thousand

Profit for the period 22,869 25,113
2WKHU FRPSUHKHQVLYH LQFRPH

Change in fair value of available-for-sale financial assets - (1,012)
Effective portion of changes in fair value of cash flow hedges 708 (887)
Revaluation of property - 17,850
Deferred tax 156 (3,190)
Other changes (2,642) -

2ZWKHU FRPSUHKHQVLYH LQFRPH IRU WK
7TRWDO FRPSUHKHQVLYH LQFRPH IRU WK
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&RQGHQVHG VWDWHPHQWHRXIFWDQJHYV LQ

EUR thousand

%DODQFMYDWXDU\
7TRWFRPSUHKHQVLYH LQF
SHULRG

Profit for the period

Other comprehensive income

7RWDO FRPSUHKHQVLYH
SHULRG

7UDQVDFWLRQV ZLUHFRU
GLUHFWO\ LQ HTXLW\
Transfer of profit for the period to retained
earnings

%DODQFHYHBMWQH

EUR thousand
%DODQFMYDWXDU\
7TRWDO FRPSUHKHQVLYH
SHULRG

Profit for the period

Other comprehensive income
TRWFRPSUHKHQVLYH LQF
SHULRG

7TUDQVDFWLRQV ZLWK RZ
GLUHFWO\ LQ HTXLW\
Dividends paid

Transfer of profit for the period to retained
earnings

%DODQFHYHBMWQH

Ordinary Share Treasury Revenue Fair value Retained Profit for the
shares premium shares reserves reserve earnings period Total
157,129 198,872 (3,235) 238,015 168,154 7,872 19,281 786,088
- - - - - - 25,113 25,113
- - - - 10,961 1,799 - 12,760
- - - - - 19,281 (19,281) -
157,129 198,872 (3,235) 238,015 194,435 3,612 36,806 825,634
- - - - - - 22,869 22,869
= = - - (3,488) 1,710 - (1,778)
- - - - - (30,123) - (30,123)
- - - - - 36,806 (36,806) -
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&RQGHQVHG VWDWHPHQW RI FDVK IORZV

EUR thousand

&DVK IORZV IURP RSHUDWLQJ DFWLYI
*URVV FDVK IORBZHUPRRVLQJ DFWLYLWL

Change in inventories (3,557) 32,158
Change in trade and other receivables (32,504) (72,759)
Change in trade and other payables (24,657) (40,552)
Interest paid (24,298) (23,229)
Income tax paid (5,555) (6,204)

1HW FDVK IURP RSHUDWLQJ DFWLYLW

&DVK IORZV IURP LQYHVWLQJ DFWLYL

Acquisition of subsidiaries (2,000) (11,103)
Acquisition of property, plant and equipment and

investment property (12,863) (16,793)
Acquisition of intangible assets (1,335) (416)
Loans and deposits made (1,006) (5,451)
Proceeds from sale of subsidiary 10,000 -
Proceeds from sale of property, plant and equipment

and investment property 3,845 4,025
Proceeds from sale of intangible assets 35 19
Interest received 3,155 1,421

1HW FDVK XVHG LQ LQYHVWLQJ DFWL

&DVK IORZV IURP ILQDQFLQJ DFWLYL\

Proceeds (repayments) from borrowings 24,231 69,999
Dividends paid (12)
1HW FDVK IURP XVHG LQ ILQDQFLQJ v

IHWQFUHDVH GHFUHDD®G LFQ VIO \HKT X L
Cash and cash equivalents at the beginning of the year 3,829 2,457

&DVK DQG FDVK HTXLYDOHQWY DW Wi <H \HDU
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1RWHV WR FRQGHQ QIO D/® PLOQDNIFWBO HQ W V

1IRWHVY WR FRQGHQVHG LQFRPH VWDWHPHQW

6DOHVY UHYHQXH

In the period 1-6 2011, company Poslovni sistem Mercator, d.d., generated EUR 795,149
thousand of sales revenue. Majority of company revenue is generated by sales of goods,
material, and products, mostly retail and wholesale of trade goods.

&RVWY RI VDOHV

Costs of sales at the company, which include the purchase value of goods sold, production
costs, selling and marketing costs, and other expenses, amounted to EUR 725,231 thousand
in the period 1-6 2011.

*URVV SURILW

Gross profit for the period 1-6 2011 amounts to EUR 69,918 thousand. The share of gross
profit in revenue is 8.8%. In order to maintain the purchasing power of the consumers, the
company Poslovni sistem Mercator, d.d., allocated EUR 8,829 thousand for price investments
in the period at hand. Given the cost of sales that remained on par with the last year's
figures, this resulted in relatively lower gross profit in the period 1-6 2011 compared to the
equivalent period of the year before.

$GPLQLVWUDWLYH H[SHQVHYV
Administrative expenses at the company in the period 1-6 2011 amount to EUR 28,702

thousand.

SHVXOWRP RSHUDWLQJ DFWLYLWLHYV

In the period 1-6 2011, company result from operating activities amounted to EUR 45,105
thousand.

JLOQDQFH LQFRPH DQG H[SHQVHYV
Finance income amounts to EUR 7,535 thousand. It mostly pertains to income from regular
interest on financing and income from default interest.

Finance expenses for the relevant period amount to EUR 24,406 thousand, of which a major
portion relates to expenses from interest paid to commercial banks.

BURILW EHIRUH LQFFRBRIHR W] IRQGNKH ILQDQFLDO SHULRG

In the period 1-6 2011, profit before income tax of the company amounted to EUR 28,234
thousand, while profit for the financial period amounted to EUR 22,869 thousand.

1RWHVY WR FRQGHQVHG VWDWHPHQW RI ILQDQFLDO SRVLWLRQ

$VVHWYV

Company Mercator, d.d., assets as at June 30" 2011 amounted to EUR 2,036,008 thousand,
which is EUR 11,311 thousand more than at the end of 2010.

As at June 30™ 2011, the value of company's non-current assets amounted to EUR 1,642,400
thousand, which is EUR 16,712 thousand less than as at December 31% 2010. The biggest
share of non-current assets is represented by property, plant and equipment, accounting for
61.2% (EUR 1,004,840 thousand) of the total figure. Their value dropped by EUR 9,864
thousand relative to the end of 2010. The change in value in the period 1-6 2011 is related
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to investments, depreciation and amortization, and disposal of unnecessary (non-core) and
non-viable property, plant, and equipment.

As at June 30™ 2011, the value of company's current assets amounts to EUR 393,608
thousand, which is EUR 28,023 thousand more than as the end of 2010. The largest share
thereof includes inventories (40.0%) and trade and other receivables (45.6%).

(TXLW\ DQG OLDELOLWLHYV

As at June 30™ 2011, company's equity amounts to EUR 816,602 thousand, which is EUR
9,032 thousand, or 1.1%, less than as at the end of 2010.

As at June 30" 2010, total financial liabilities amount to EUR 801,098 thousand, which is EUR
24,231 thousand more than as at the end of 2010. In the composition of financial liabilities,
non-current liabilities represent 67.6% while current liabilities represent the remaining
32.4% (as at December 31% 2010, the ratio between non-current and current financial
liabilities was 58.8% : 41.2%).

As at June 30" 2011, provisions amounted to EUR 29,404 thousand. Compared to the end of
2010, provisions have decreased by EUR 55 thousand.

Trade and other payables as at June 30" 2011 amounted to EUR 341,662 thousand, which is
EUR 2,024 thousand less than at the end of 2010. The decrease in trade payables is a result
of year-on-year dynamics in the trade industry.

As at June 30™ 2011, long-term coverage of non-current assets with non-current liabilities at

the company Mercator, d.d., amounts to 87.1%, which is 5.4 percentage points more than
as at the end of 2010.

5HODWHG SDUW\ WUDQVDFWLRQV

There are two groups of related parties at the company Poslovni sistem Mercator, d.d.:
managerial staff and subsidiaries. Managerial staff includes members of management
boards, supervisory boards, and employees with individual employment contracts working at
Mercator Group companies.

Transactions between the company Poslovni sistem Mercator, d.d., and its subsidiaries within
the Mercator Group, taking place as a part of various forms of business and financial activity,
are always effected according to the arm's length principle. Managerial staff receives
compensation and reward in compliance with their respective employment contracts or
consistently with the Shareholder Assembly resolutions (Supervisory Board members).
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The Management Board hereby confirms that to their best knowledge, the summary of the
financial report of the company Poslovni sistem Mercator, d.d., and the Mercator Group is
compiled in compliance with the appropriate framework of financial reporting and that it
presents a true and fair account of assets and liabilities, financial position, and the income of
the company Poslovni sistem Mercator, d.d., and other companies included in the
consolidated statements. The business report includes a fair account of information on
relevant transactions with related parties, and it is compiled in compliance with the relevant
accounting standards.

Poslovni sistem Mercator, d.d.
Management Board

Ljubljana, August 16™ 2011
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