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INTRODUCTION

Ljubljana Stock Exchange 2014 highlights

Sales revenue was down
4.8% in 2014.

Earnings before Interest,
Taxes, Depreciation and
Amortisation (EBITDA)
were EUR 470,768, up
75.9%.

(in EUR)

Called-up capital

Equity

Assets

Revenues (total)

- revenues from trading fees
- other revenues

Costs (total)

- labour costs

- other costs

EBITDA

Operating profit / loss (EBIT)
Profit / loss before tax
Taxes

Net profit / loss for the period
Nr. of shares

Book value on 31 Dec.
(capital / no. of shares)

Dividend payment per share in EUR
Number of employees by man-hours
Number of employees on 31" Dec

* worker on maternity leave

in thousand EUR

TURNOVER AND EBITDA

3.000

2.500

2.000

1.500 -

1.000 -

500 -

2014 2013

B Turnover

2012

2011

OEBITDA

2010

Key financial figures for the company Ljubljana Stock Exchange

2014
1,400,893
2,662,479
2,896,847
1,793,547

731,374
1,062,173
1,498,910

572,227

926,683

470,768

285,292

294,637

-15,157

279,480

33,571

79.31

10.08
10 (+1%)

2013
1,400,893
2,382,999
2,595,175
1,716,686

458,472
1,258,215
1,751,676

675,001
1,076,675

166,017

-48,297
-34,990
3,952
-31,039
33,571

70.98

12.27
12

2012
1,400,893
2,598,176
3,058,854
1,788,277

450,062
1,338,215
1,852,297

717,812
1,134,485

194,787

-78,836
-64,020
-5,556
-69,576
33,571

77.39

13
16

2011
1,400,893
2,738,703
3,138,049
2,075,350

542,728
1,532,622
2,253,577

891,097
1,362,480

84,004
-193,960
-178,227
2,704
-175,523
33,571

81.58

16.11
17

2010
1,400,893
2,919,660
3,337,526
2,151,696

585,988
1,565,708
2,038,214

985,929
1,052,285

280,663

80,302
113,482
-3,706
117,188
33,571

86.97

20.62
21



Ljubljana Stock Exchange company profile

Company ID
Name Ljubljanska borza, d. d., Ljubljana
(English: Ljubljana Stock Exchange Inc., short: LISE)
Registered office Slovenska cesta 56, 1000 Ljubljana, Slovenia
Telephone +386 14710211
Fax +386 1471 02 13
E-mall info@ljse.si
Website www.ljse.si
Incorporated on 26 December 1989
Share capital EUR 1,400,893.01
Shareholders CEESEG AG - 100% owner
Core business Regulated securities market operator
Business activity code 67.110
Registration no. 5316081
VAT identification no. 59780061
Size Small company
Companies register entry 1/04218/00, District Court of Ljubljana
Business

The Ljubljana Stock Exchange (hereinafter: LJSE or company) is a joint stock company founded to foster
the matching of supply and demand in securities trading and in trading in other financial instruments. It
ensures that transactions in securities and other financial instruments are carried out in a regulated,
transparent, liquid and efficient manner, in line with the law and other regulations.

The company's objective is to maximise company value for shareholders in the long-term, parallel to
ensuring the development, stability and safety of the Slovenian regulated market and complying with the
regulations governing the market in financial instruments.

Transactions in securities and other financial instruments are organised pursuant to the law, the LISE
Articles of Association, the LISE Rules, the LISE Instructions and other LISE acts adopted by the LISE
Management Board.

The company’s Articles of Association stipulate the following as its business activities:

B Operating the stock exchange market in financial instruments for which it had obtained the Securities
Market Agency’s authorisation;

B Publishing securities prices;

Providing information on the supply, demand and market value of securities, and other information on

securities;

Analytic research work in the financial market;

Providing IT services to support trading;

Operating the Slovenian multilateral trading facility (MTF);

Operating the Slovenian officially appointed mechanism (OAM);

Selling and maintaining the software developed for the purposes of providing its services.



Report from the Management Board

The Ljubljana Stock Exchange’s operations in 2014 were very successful. Total revenue amounted to EUR
1,793,547, up 5%, and total expenses were EUR 1,498,910, down 14%. The result for 2014 is therefore
positive and exceeded the result anticipated in the business plan. The good result is a consequence of a
better macroeconomic picture of the Slovenian economy and a more lively activity on the market due to
privatisation processes and related expectations.

The 2014 EBITDA cash flow was positive at EUR 470,768. This is an increase by 76% compared to 2013.
The company made no major investments in 2014, as they had all been undertaken in previous years. This
enabled us to run stable day-to-day operations with practically no external indebtedness.

The LJSE’s operations depend to a great extent on the trading fees revenue; these amounted to EUR
731,374 in 2014, up 60% from 2013. Listing fees revenue and listing maintenance fees revenue amounted
to EUR 354,962, down 3% from 2013. Information-communication (ICT) services related to the Xetra® and
SEO systems generated EUR 306,375, which is 43% less than in 2013. Lower revenue from ICT services
is the result of the LISE trading members’ transition to the direct use of the Vienna Stock Exchange’s IT
services related to Xetra®, which replaced the LJSE services. Revenues from market data vending
remained stable in 2014 and generated EUR 250,130.

We undertook aggressive cost cutting throughout 2014, driving down the costs of materials by 10% and the
employee benefits cost by 15%. Costs of services remained on the same level as in 2013.

We further optimised the company’s internal organisation last year. Due to certain employees’ long term
absence, last year’s activities were in fact performed by 10.8 employees by man-hours, which is effectively
2.19 employees by man-hours less than in 2013. Despite the reduction in the number of employees, LISE
successfully performed all tasks, which is a reflection of good internal organisation and a high level of
employee efficiency and motivation.

In 2014 we carried out important optimisation of internal processes in the areas of market operations and,
through outsourcing, also IT. By way of systems integration and outsourcing we will achieve simpler
management of systems and processes, which will add to better cost efficiency and will facilitate risk
management.

In 2014 we devoted special attention to operations compliance and in-house corporate governance, which
we try to continuously upgrade according to the changing external circumstances or changed internal LISE
processes. In relation to operating the stock exchange market, new Ljubljana Stock Exchange Rules and
Instructions were adopted. We received no extraordinary measures from the Securities Market Agency in
2014. The LJSE is also not facing any pending complaints or legal actions filed in 2014 either by regulated
market stakeholders or other business partners.

We were actively engaged in cooperation with the other CEESEG stock exchanges. Together we
implemented a regular upgrade of the Xetra® trading system, and completed the project of integration of
our electronic services within the CEESEG. As a result, all our trading members are now leasing the
electronic services supporting their access to and use of the trading system Xetra® directly from the
Vienna Stock Exchange. Integration activities are set to continue also in the future.

The LISE maintains the status of an international market, as the share of turnover generated by
international investors remains considerable. Their share in the annual equity turnover of our most
prominent listed companies exceeded 40% in the last five years, while their share before the Xetra®



implementation in 2010 had newer exceeded 30%. Generating 45% of buy-side turnover and 40% on the
sell-side, international investors represented a very important group of active investors on the Prime
Market. The share of Slovenian individual investors noticeably increased in 2014 while the share of
Slovenian institutional investors remained largely unchanged.

The Slovenian benchmark index SBI TOP ended the year — for the third consecutive time — with an
increase, its 2014 annual rise being 19.6%. Share market capitalisation was also up, totalling EUR 6,214.0
million. Moreover, there was a considerable improvement in market liquidity in 2014. Total turnover on the
LJSE in 2014 amounted to EUR 686.3 million, up 75.2% compared to 2013. Without block trades total
turnover was EUR 460.1 million, up 49.9%. The majority of turnover comprised equity deals, which
amounted to EUR 608.1 million, or 88.6% of the total turnover. According to turnover structure, bonds
follow with a 10.1% and commercial papers with a 1.3% share in the total turnover. The most traded share
in 2014 was again Krka (KRKG) from the Prime Market, which generated 27.0% of the total equity turnover.

In addition to increased turnover, an encouraging trend in the last years is also the increasingly wider range
of investment opportunities. The LISE witnessed eight new bond listings last year, with the total issue
value of EUR 3,671.8 million. In addition, there were seven capital increases in the total amount of EUR
214.5 million — including new issues of two Prime Market companies, home appliance maker Gorenje and
retailer Mercator —, and five new commercial paper issues in the total amount of EUR 190.0 million.
Commercial papers are becoming an increasingly interesting financial instrument.

Promotion activities aimed at increasing the visibility of Prime Market companies continued in 2014. All
prominent listed companies participated in LISE’s promotional and investment events, designed as a
series of meetings between companies and investors. In 2014 we expanded the scope of activities and
cooperated with new international partners in promoting our market and companies, among which the
Zagreb Stock Exchange, Wood & Co. and Erste Group need to be mentioned.

2014 was also marked by a further consolidation of trading members. The LISE had 17 members at the
end of last year, four of them remote members. A sizeable portion of the total turnover by international
investors is generated via Slovenian brokers, which hold an 87.4% market share. The share of remote
brokers in the total turnover remains stable in 2014 at 12.6%.The leading financial intermediary in terms of
total turnover is ALTA Invest, which accounted for 27% of the total turnover on the LISE in 2014.

The economic situation continues to have a strong impact on trading on the Ljubljana Stock Exchange. On
the one hand the continuation of the privatisation processes and related occasional increased activity on
the market can be expected in the coming years, while on the other hand the coming years are likely to
impose additional strains on our business, especially due to financial industry consolidation and the
numbers of our listed companies and trading members decreasing.

Ljubljana, 20 February 2015

Ljubljana Stock Exchange

Nina Vigar, MSc Andrej Sketa,
Member of the Management Board President of the Management Board



Report from the Supervisory Board

Within its powers and competences, the Ljubljana Stock Exchange Supervisory Board (hereinafter:
Supervisory Board) monitored in 2014 the work of the Management Board and the company's operations
as well as periodically examined the company’s results set out in its financial statements.

In accordance with the Ljubljana Stock Exchange, Inc. Articles of Association and the resolution adopted
by the General Meeting, the LISE Supervisory Board has four members.

The current members and their functions are:

B Petr Koblic, President,

B Michael Buhl, Deputy President,

B Bernhard Stamm, MSc, member,

B Urska Podborsek, member — employee representative.

In 2014, the Supervisory Board met at four regular and three correspondence meetings.

Work of the Supervisory Board in 2014

In line with the set strategy we focused most on strengthening the company's international linking. We
closely monitored the corporate governance as well as rationalisation and compliance of company’s
operations. We supervised changes in the company's organisational setup, human resources and risk
management. We also reviewed the business and financial plan for 2015.

The following highlights can be singled out to illustrate the work of the Supervisory Board in 2014

B Corporate governance:

We reviewed and adopted the Ljubljana Stock Exchange 2013 Annual Report as well as
materials for the June 2014 General Meeting;

B Monitoring the compliance of company’s operations:

At each meeting we looked at recent financial reports; compliance reports; Xetra® upgrade
reports; LISE — VSE integration status reports; trading, listing and delisting reports. The
Management Board also promptly informed us of its risk management strategy, internal controls
and other significant events relevant for the company’s operations;

B We discussed the LISE's position in terms of competition and looked at its efforts towards a further
alignment with international markets within the CEESEG Group, aimed at improving market quality and
enhancing liquidity;

B We monitored the rationalisation and optimisation of the company’s operations due to the decrease in
revenue and changes in the external environment.

Improved macroeconomic picture of Slovenian economy and increased activity on the capital market due

to privatisation processes and related expectations in 2014 were reflected in the LISE’s operations:

increased turnover resulted in increased revenue from trading fees. LISE thus finished the year 2014 with

a profit. Despite internal restructuring, the company’s main activities were successfully performed:

B Successful implementation of a major Xetra® upgrade;

B All Xetra® IT services are performed by the Vienna Stock Exchange in the same way as for all other
exchanges in the CEESEG group;

B Stable and smooth regular operations of the LISE;

B Promotion activities which the Exchange performs in order to increase visibility of the Slovenian stock
exchange companies.



Self-evaluation of the Supervisory Board

LJSE is part of the CEESEG Group and in 100% ownership of the parent company. Therefore LISE uses
equal or comparable technology and similar approaches to its clients and stakeholders as other members
of the CEESEG Group. This is also reflected in the representation in the Supervisory Board, which
comprises three representatives of its parent company CEESEG AG of whom two are representatives of
the Vienna Stock Exchange. All Supervisory Board members have years of experience in the field of stock
exchanges and capital markets, have good knowledge of the situation in the Slovene capital market, some
members are licenced subjects. One member of the Supervisory Board is also an employee
representative. In light of the above, Supervisory Board assesses that the composition of the LISE
Supervisory Board with regards to representativeness, experience and professional competence is
adequate.

Members regularly attended the meetings and actively participated in discussions on all items on the
agenda. The materials were normally provided a week before the meeting, which gave us sufficient time to
carefully study all the documents.

Given the above we consider the work of the Supervisory Board as a whole as well as the work of its
individual members to have been successful, professional and efficient. We also consider the cooperation
of the Management and Supervisory Boards to have been good. Good cooperation between both bodies is
also the result of appropriate planning, which is also reflected in the successful achievement of operational
and strategic objectives.

Among members of the LISE Supervisory Board a potential conflict of interest was recognised in one
instance which was related to the business cooperation with the Vienna Stock Exchange. With regards to
the instance of the potential conflict of interest all relevant measures were taken. In cases where business
issues related to cooperation within the CEESEG, either with partner or parent companies, resolutions of
the Supervisory Board were appropriate and cost-effective and were not adopted to the detriment of the
LJSE or Slovenian capital market. The LISE Supervisory Board did not address issues regarding the
regulation of the organized market, which, according to the Markets in Financial Instruments Act, falls
under the responsibility of the LJISE Management Board.

Annual Report

The Supervisory Board reviewed the 2014 Ljubljana Stock Exchange Annual Report, together with the
Auditor’s Report, at its periodic meeting on 27 March 2015.

Pursuant to the resolution adopted at the company’s last General Meeting, the financial statements for
2014 have been audited by KPMG Slovenia d. o. o.

The Annual Report that the Management Board presented to the Supervisory Board for review and
approval is well drawn-up and contains all the relevant components, supplements and disclosures
stipulated by the Slovenian Companies Act and accounting standards.

The unqualified opinion of auditors KPMG Slovenia, d. o. 0., Ljubljana, the fact that the company’s
operation results and movement of cash flows are compliant with the Slovenian Accounting Standards,
along with the statements of the company’s management saying that all significant facts related to the
operations of the Ljubljana Stock Exchange in 2014 have been disclosed and adequately argued, ensure
that the financial statements are in all respects a true and fair reflection of the financial position of the
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Ljubljana Stock Exchange as at 31 December 2014. The Supervisory Board had no comments to the
Auditor’'s Report and content of the Annual Report.

We have studied the content of the Annual Report and the Auditor’s Report with due diligence and decided
at our meeting on 27 March 2015 to formally adopt the 2014 Ljubljana Stock Exchange Annual Report.

Accumulated profit distribution proposal

The net profit for the 2014 financial year amounts to EUR 279,480.22. It consists of EUR 286,678.05 of net
profit for the period, EUR 2,305.58 of newly formed deferred tax assets and EUR 9,503.41 of consumption
of deferred tax assets. Pursuant to the resolution adopted by the LISE Management Board and the
consent given by the Supervisory Board the net profit remains unallocated and makes up accumulated
profit. The accumulated profit for the financial year thus amounts to EUR 279,480.22. The Management
Board and the Supervisory Board propose that the accumulated profit for 2014 remains unallocated.

The Supervisory Board unanimously adopted its report for 2014 at its periodic meeting on 27 March 2015.

Petr Koblic
President of the Ljubljana Stock Exchange Supervisory Board
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BUSINESS REPORT
Corporate Governance Statement

The Ljubljana Stock Exchange (hereinafter; LJSE or company) is a private joint-stock company, which
complies with and implements the corporate governance principles arising out of legal norms, the
company's internal acts and established best practices. Being one of the authors of the Slovenian
Corporate Governance Code, the LISE has actively striven to implement corporate governance principles
into business practice as well as improved and supplemented its own system of governance by applying
the relevant principles of best practice.

The company is operated by a two-tier system of governance, where the Management Board runs the
business and is monitored by the Supervisory Board.

The LISE has the following corporate bodies:

B The General Meeting,
B The Management Board, and
B The Supervisory Board.

The company’s Articles of Association also provide for two additional bodies, the Board of Members and
the Board of Issuers, which have no direct influence on the LISE governance but make indirect
contributions to its reaching its objectives and strategy.

The LISE is a private joint-stock company whose core business is operating the regulated securities
market, for which it had obtained authorization from the Agency. LISE operates the regulated securities
market in compliance with the Slovenian Markets in Financial Instruments Act and other regulations. Being
a private joint-stock company, LISE is not bound to include into its business report a corporate
governance statement in the scope stipulated by Article 70 (5) of the Slovenian Companies Act.

As at 31 December 2014, the LISE had one shareholder (100%), namely the holding company CEESEG
AG, Wallnerstrasse 8, Vienna, Austria. Group annual report can be obtained at the owner’s registered
office.

General Meeting

The General Meeting is the company’s highest body. It is composed of LISE shareholders, who are
individuals and companies. The right to take part and vote at a GM goes to all shareholders that are re-
corded as holders in the central registry of dematerialized securities (Central Securities Clearing
Corporation or “KDD)” at the end of the fourth day prior to the General Meeting (record date).

The GM is convened by the LJISE Management Board at least once a year, usually after having drawn up
the annual report. The GM constitutes a quorum if at least one half of all shareholders with voting rights are
represented at the meeting. Each ordinary no par value share carries one vote. The exercise of voting

rights is stipulated in the LISE Articles of Association and the General Meeting Rules of Procedure.

There was one General Meeting held in 2014.
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The 31 GM as at 9 June 2014:

B Reviewed the Annual Report for 2013 and decided on discharging the Management Board and
Supervisory Board from responsibility,

B Decided on Supervisory Board remuneration,

B Appointed the auditor for 2014.

Supervisory Board

The Supervisory Board is composed of four to seven members, of which all except one are elected by the
GM and one represents LISE employees. All Supervisory Board members have equal rights and
obligations unless otherwise specified by the Articles of Association, and are appointed for a four-year
term.

Their course of action is stipulated in the Supervisory Board Rules of Procedure.

The main task of the Supervisory Board is to supervise the company’s operations and conduct of business.
The Board also appoints the Management Board, the Board of Issuers and the Board of Members.

Supervisory Board remuneration does not directly depend on the company's performance, and it is
disclosed under Supervisory Board Remuneration in 2014, in the Notes to the Financial Statements.

Shareholder representatives

B Petr Koblic (President), President of the Prague Stock Exchange Management Board and Joint CEO
of CEESEG AG;

B Michael Buhl (Deputy President), Joint CEO of Wiener Borse AG and CEESEG;

B Bernhard Stamm (member), Head of Finance, HR & Facility Management at Wiener Borse AG.

LJSE employees' representative

B Ur8ka Podbor3ek (member), Head of Legal Affairs.

The Supervisory Board may establish special Supervisory Board committees, either for the entire term of
the Board or to account for difficult issues that call for efficient solutions. The types of such committees,
their composition and nomination of committee members are stipulated in the Supervisory Board Rules of
Procedure.

Management Board

The LISE Management Board consists of the President and Member, and is appointed by the Supervisory
Board. The Management Board is elected for a three-year renewable term.
The LISE Management Board has the following main tasks:

B Management and representation of the LISE,

B Implementation of the company’s development and operations strategy,

B Ensuring compliance with the provisions of the Markets in Financial Instruments Act,
B Organising and providing for a smooth workflow at the LISE, etc.
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Members of the Management Board

B Andrej Sketa, President of the Management Board
Andrej Sketa has been on the Ljubljana Stock Exchange Management Board since 2004, during which
time he has gained valuable experience in the operations and development of the LISE. From 1994,
when he joined the company's expanded management, he has worked in practically all LJSE business
areas, with special emphasis on day-to-day management and supervision of the regulated market,
development of trading infrastructure, managing development projects in Slovenia and regional
development projects within South East Europe, as well as managing the company’s operations. His
current three-year term of office as President of the Management Board began on 1 September 2013.

B Nina Vi€ar, MSc, Member of the Management Board
She has been with the Ljubljana Stock Exchange since 2005. After having joined the senior
management team in 2008 she has been mainly in charge of trading, market operation, relations with
trading members, market surveillance, development of LISE services and attracting new remote
members, as well as running marketing activities, and event management. She worked on several
development projects and coordinated the implementation of the then new trading system, Xetra®.
She initially took office as Member of the Management Board on 15 May 2013, while her current
three-year term started on 1 September 2013.

The payments, reimbursements and other benefits received by the LJISE Management Board are
stipulated in their employment contracts as entered into between the Supervisory Board and each
Management Board member, and do not directly depend on the company's performance. All payments,
reimbursements and other benefits are disclosed in the Notes to the Financial Statements under
Management Board Remuneration in 2014.

On the basis of Article 321 of the Slovenian Markets in Financial Instruments Act (ZTFI) and with reference
to the mutatis mutandis application of the provisions of Articles 73 and 74 of the Slovenian Banking Act (Z-
Ban 1), the Supervisory Board adopted in 2011 the General Principles on the LJISE Remuneration Policy,
which stipulate the remuneration policy for the Management Board.

Board of Members and Board of Issuers

The Board of Members and Board of Issuers are LISE counselling bodies composed to discuss significant
expert and development matters related to LJISE member firms and listed companies as well as the
regulated securities market in Slovenia. They cooperate with the LISE Supervisory Board and
Management Board.

The two Boards are composed of at least five but not more than eight members each and are appointed by
the Supervisory Board at the proposal of the Management Board among representatives of the LISE
member firms and listed companies as well as renowned capital market experts.

In 2012 mandate ended for most members of the Boards, therefore, the Supervisory Board appointed new
members in December 2012.
Composition of the Board of Members:

B France Arhar (President), PhD, Director, The Bank Association of Slovenia,
B Ale$ Skerlak (Deputy President), Executive Director, ALTA Skupina, upravljanje druzb, d. d.,
B Igor Stemberger, President of the Management Board, llirika BPH, d. d.,
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B |gor Stebernak, Member of the Management Board, Abanka Vipa, d. d.,

B Polona Ce¢, President of the Supervisory Board of the Stock Exchange Members' Association, Factor
Banka, d. d.,

B Gregor Bajraktarevic¢, Director of Investment Banking, NLB, d. d.

Composition of the Board of Issuers:

Benjamin JoSar (President), Member of the Management Board, Zavarovalnica Triglav, d. d.,
Alenka Vrhovnik Tezak (Deputy President), Management Boards Adviser, Petrol d. d.,

Brane Kastelec, Director of Finance, Krka, d. d.,

Peter Groznik, PhD, Member of the Management Board, Gorenje, d. d.,

Zoran Janko, Member of the Management Board, Telekom Slovenije, d. d.,

Mateja Treven, MSc, Member of the Management Board, Pozavarovalnica Sava, d. d.,

Dean Cerin, Executive Director of Finance and Risk Management, Mercator, d. d.

Corporate governance in the Group

After the Vienna Stock Exchange acquired the majority stake in the LISE in 2008, the LIJSE became a
member of the holding company CEESEG AG, which was incorporated in January 2010. After being
issued approval by the Slovenian Securities Market Agency, CEESEG AG published at the end of 2011 a
takeover bid to purchase all shares of the Ljubljana Stock Exchange. After the successful completion of the
takeover bid in 2011 and the squeeze-out of minority shareholders in 2012, CEESEG AG became a 100%
owner of the LISE. In addition to holding a 100% stake in the LISE, the holding company CEESEG AG
also holds a 100% stake in the Vienna Stock Exchange, a 50.45% stake in the Budapest Stock Exchange
and a 92.74% stake in the Prague Stock Exchange.

CEESEG AG remains responsible above all for strategic and financial management within the holding
company, as well as for the administration of investments, while business operations are the task of the
four subsidiaries.

Internal controls and risk management

Internal control system

Pursuant to the provisions of the Markets in Financial Instruments Act and the Securities Market Agency’s

Resolution on Detailed Organisational Requirements for Operating a Stock Exchange Market, the LISE as
the Slovenian stock market operator meets all the requirements with respect to the general organisational

standards and its governance system.

The LISE had covered its business areas in its internal acts and processes adopted pursuant to the
criteria stipulated in the Agency Resolution on Quality Standards for Operating the Stock Market. In this
respect the LISE has implemented a reliable governance system and pursues, in line with the annual plan,
activities to enhance the organisational structure of the company as well as to develop and implement
improvements in the area of efficient risk management processes and internal controls.

With respect to process control and internal control the LISE has documented all its relevant processes,

responsibilities and risks. The key processes are clustered into a special Process, Source and Risk Model,
which provides an integral insight into LISE operations according to a selected dimension and a quick
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understanding of the competences and organisation of the LISE, as well as offers an insight into its
processes for internal and external stakeholders. The model may be upgraded for the purposes of
systematic valuations and risk reporting. All this facilitates prompt and more transparent internal auditing.

Risk management

Risk management at the LIJSE is related to strategic, financial, operational and IT risks.

The LISE manages the risks through the quality of internal business environment, employees’ high level of
knowledge and experience and control environment. Risk monitoring and assessment is performed for
every important business activity and/or programme area (project) as well as for LJSE’s capacity to perform
these tasks.

The LJISE manages risk at two levels: the Management Board makes general assessments and assumes
the main strategic and financial risks as well as operational and IT risks, while the agents of the main
LJSE processes make more detailed assessments and further assume the key operational risks. The
process of risk management is performed regularly in the event of changes, new projects or activities, and
periodically with the assessment timeframe of up to six subsequent months. The Supervisory Board is
also regularly presented with the LJSE’s risk management process.

To this end the Management Board prepared the document LISE Risk Management in 2014 and 2015,
and presented it to the Supervisory Board for review. The document recognizes the following main risks
facing the LISE: changes in Slovenia unfavourable to the capital market; government measures affecting
issuers and capital market participants; outsourcing of IT services; and employee satisfaction.

The main strategic risks in the event of a major decrease in the number of listed companies and members
include the long-term risk of the adequacy of the company's existing business model, with respect to which
we are drawing up the requisite strategic and operational plans and making sure they are being
implemented.

Our management of strategic risks is outlined in the 2015 Business and Financial Operations Plan, which
was adopted, and thereafter approved by the Supervisory Board in 2014. For 2015 and with a goal to
focus on ensuring stable operations on the market, LISE anticipated further optimisation of our core
business through the optimisation of our business functions and market operation functions, through the
transfer of all IT services, as well as through a further rationalization of the company’s operations and
through a continued integration into the CEESEG. The nature and scope of the LISE’s operations are
influenced by changing market conditions and the general economic situation in Slovenia, in combination
with the use of CEESEG services. In order to buffer the negative impacts, lower expected revenue must
necessarily be coupled with a restructuring and optimization of our work processes. The LJSE’s revenue
depends mainly on external factors, related to the above mentioned risks. However our expenses are —
due to restrictive planning, widely applied cost cutting and expected project costs — more or less fixed. The
actualization of our financial plan therefore depends mostly on external factors, especially those affecting
the volume of stock trading.

The agents of the main LISE processes make detailed assessments of the main operational risks and
react to them by managing 12 important areas, which in turn consist of 10 key processes with which the
LJSE functions as the market operator of a regulated, orderly and efficient securities market, and 2 key IT
systems. The LISE also devotes a lot of attention to employee training and awareness-raising, an
adequate and efficient organisation of work, division of competences, well-defined and documented
decision-making procedures, as well as closely monitors compliance with regulations.
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The LISE draws up our mid-term and annual internal audit plan on the basis of the thus recognised and
assessed operational risks. In the past year most attention was devoted to operational risks related to
information system management, i.e. adequacy of discontinuation of the use of information sources and
their outsourcing; and operational risks related to market management, i.e. integrity and adequacy of the
changes pertaining to the process of the business continuity provision in relation to other key processes;
and adequacy of the new organisation from the perspective of ensuring efficient organisation of work and
adequate definition of competences and responsibilities of those employees performing tasks in this area.
There were no significant deviations from expectations, and thus no increased operational risk detected.

The LISE activities in the field of corporate governance include adoption of the Code of Ethics and
Professional standards and new Rules of Procedure of the LJSE Management Board in 2012, which
regulate in detail the management of potential conflicts of interest and relations with the parent company.

Internal audit

Pursuant to the provisions of the Charter on Internal Audit Activity, adopted by the Supervisory Board, and
the Rulebook on LISE Internal Audit Activities, adopted by the Management Board, the LISE organizes its
internal audit by contracting two external experts in internal auditing and by engaging the in-house Chief
Audit Executive.

Internal audit was based on the adopted Internal Audit Midterm and Annual Plan for the period, which is in
turn based on the Risk Assessment and the Internal Audit Annual Plan.

Within the framework of internal audit LJISE looks especially at the processes of market operations and
trading (focusing on the stock exchange trading system Xetra® software solutions) and at the process of
ensuring business continuity. Internal audit also regularly examines whether the recommendations are
being implemented, and assesses the Management Board’s measures to mend the established
deficiencies and improve operations. All these activities are promptly communicated to the Management
and Supervisory Boards and aggregately presented in the Chief Audit Executive’s Annual Internal Audit
Plan Status Report at the end of the year.

In 2014 the external quality assessment of the internal audit and of the compliance of the internal audit
activities with all International Standards for the Professional Practice of Internal Auditing, internal
Principles of the Code and the Code of Ethics of Internal Auditors was performed.

External audit

Our financial statements for 2014 are being audited by the auditor KPMG Slovenija, d. 0. 0., Ljubljana. Our
company complies with the Corporate Governance Code, and with the Securities Market Agency’s
recommendations to hire another auditor every five years.

Other information (as at 31 December 2014)

Substantial direct and indirect holding of securities

Holding company CEESEG AG, Wallnerstrasse 8, Vienna, Austria (CEESEG) holds 100% of all LJISE
shares (33,571), which it obtained in the 2008 Wiener Boérse bid for the LIJSE and in the subsequent 2011
takeover bid and 2012 squeeze-out.
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Holders of securities with special control rights

LJSE shares have no special control rights attached to them.

Limited voting rights

LJSE shares with ticker symbol LSER have no limitations on voting rights.

Explanation of relations of the LISE with controlling company CEESEG AG

In the business year 2014 the LJSE did not enter into any transactions with the controlling company
CEESEG AG or any of its associated companies (Vienna Stock Exchange, etc.) nor has it acted or failed to
act at the initiative and in the interest of these companies in a way that could cause deprivation to the LISE.

LJSE rules on amendments of its Articles of Association

Amendments and supplements of the LISE Articles of Association are subject to the LISE General
Meeting, pursuant to the law. Articles of Association stipulate that a GM resolution on amendments and
supplements can be adopted provided it is supported by a two-thirds majority of the share capital present.

Powers of members of the company management (especially issue or purchase of own shares)

As stipulated by the LISE Articles of Association, the Management Board consists of the President and
member of the Management Board, who jointly represent the LISE in legal transactions. Neither of them
may be authorised to individually represent the LISE and the entirety of its business operations and
activities. The Management Board adopts resolutions unanimously and is not authorised to acquire or
dispose of own shares.

Mission, vision and strategic objectives
Mission

The mission of the Ljubljana Stock Exchange is to ensure a secure, efficient and successful operation of
the regulated segment of the Slovenian capital market.

Vision

To be a modern and efficient Slovenian regulated market operator, integrated into the regional CEE
market.

Strategy and strategic objectives

When taking office, the Management Board set the following strategic objectives:
Enhance the liquidity of the domestic market;

Become internationally comparable and visible;

Sustain the high level of market quality and regulation;

Support primary market development;

Establish a partnership with listed companies and member firms; and
Increase the company’s efficiency and business performance.
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Basic macroeconomic indicators for Slovenia

Forecast

2009 2010 2011 2012 2013 2014 2015 2016
Real GDP growth (%) -7.8 1.2 0.6 -26  -1.0 2.0 1.6 1.6
GDP per capita (PPS EU27=100)" 86 84 84 84 83
Government debt (% of GDP) 345 379 46.2 534 704
Current deficit (% of GDP) -6.1 -57 -62 -3.7 -146
Inflation (year-end)? 18 19 20 27 07 06 11 13
Registered unemployment 9.1 10.7 118 120 13.1 131 13.0 127

Notes: "Measured in Purchasing Power Standard (PPS) *Measure of inflation is consumer price index

Sources: Institute of Macroeconomic Analyses and Development (IMAD), Statistical Office of the Republic of Slovenia (SORS)

Ljubljana Stock Exchange operations in 2014

2014 was a year of considerable growth. The SBI TOP index turned positive for the year for the third
consequtive time, and both the share market capitalisation and the total turnover increased, the latter by
remarkable 75.2% in comparison to 2013.

Share market capitalisation was up 20.1% from 2013 and amounted to EUR 6,214.0 million at the end of
December, representing 16.8% of Slovenia’s 2013 GDP (Q4 2013-Q3 2014: EUR 37,044.0 million,
according to SORS). The increase is a result of share price advances and capital increases. There were
no changes in the total number of listed companies on the Prime and Standard Markets in 2014. Due to a
withdrawal from the regulated market or bankruptcy of the companies, four companies were delisted from
the Entry Market.

Moreover, bond market capitalisation increased significantly, which was up 25.5% from 2013. This is due

to eight new bond listings, with the total issue value of EUR 3,671.8 million, and five capital increases, in
the total amount of EUR 316.9 million.

LJSE market capitalisation 2009-2014
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Source: Ljubljana Stock Exchange
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In 2014 the total LISE turnover amounted to EUR 686.3 million and turnover without blocks amounted to
EUR 460.1 million, up 49.9% from 2013. The majority of turnover comprised equity deals, EUR 608.1
million (88.6% of the total turnover), followed by bonds with 10.1% share, commercial papers with 1.3%
share, treasury bills with 0.02% share and investment funds with 0.002% share in the total turnover.

LJSE turnover 2009-2014
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Source: Ljubljana Stock Exchange

In 2014 the share of trades in equities experienced the most substantial change in the total turnover
structure and was up 12.2 percentage points. In 2014 ordinary trades represented 67.0% of all on-
exchange deals (78.3% in 2013). Average daily turnover totalled EUR 2.8 million (EUR 1.6 million in 2013),
with 300 recorded trades per day on average (213 in 2013).

The trading member with the highest turnover in 2014 was ALTA Invest, d. d. which contributed 27.3% of
the total turnover, followed by llirika borzno posredniSka hia, d. d., with 11.8% and Perspektiva, d. d., with
10.6%. The turnover structure by member firms is not particularly fragmented, as the top 10 members
generated 88.7% of the total turnover. At the end of 2014 the LISE had 17 member firms, which includes 4
remote members, which generated 12.6% of all stock exchange turnover in 2014.

LJSE turnover structure in 2014 according to member firms

Turnover in

Member 000 EUR Share

ALTA INVEST 374,885 27.3%
ILIRIKA BORZNO POSREDNISKA HISA 162,135 11.8%
PERSPEKTIVA 145,516 10.6%
NOVA LJUBLJANSKA BANKA 120,043 8.7%
NOVA KREDITNA BANKA MARIBOR 102,401 7.5%
OTHERS 467,682 34.1%
Total (17) 1,372,663 100.0%

Source: Ljubljana Stock Exchange
The most traded stock in 2014 was again pharmacist Krka (KRKG) from the Prime Market, which

generated 27.0% of all equity turnover. The runner-up in terms of turnover was the electrical equipment
company Letrika (IALG), which generated 11.1% of all equity turnover, while brewery company Pivovarna
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Lasko (PILR) came third with 8.9%. On the bond market it was Slovenska odSkodninska druzba 2" issue
that had the highest turnover.

Most traded equities on the LISE in 2014

Market

capitalisation in
Turnover in Number of EURm as 