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Market price (EUR) 2.50 Market Cap (EUR) 4.2
5.0 EUR )
52 week range (EUR) 1.01-2.80 No. of Shares 1.7
Previous target price: Avg. daily trade vol., EUR(k) 3.50 Free float 61%
S OEURABUMCLZOSS) Average daily % of stock traded 0.113%  Dividend yield 0.0%
Recommendation:
BUY Price performance 3 months 12 months Multiples: ™
P/E 6.3 5.0
12 months stock price change in % 9.2% 127.1% EV/Sales 0.9 0.8
performance in EUR SBI TOP index change in % -2.4% 6.0% EV/EBITDA 3.5 2.6
relative to SBI TOP index in % 11.9% 114.2% EV/EBIT 10.2 5.9
3.0
Key flgures (According to International Accounting Standards) Consolidated data in thousand EUR.
2.5 4
Income statement: Balance sheet:
2.0 ~ thousand € 2012 2013 2014F 2015F thousand € 2012 2013 ™™
Sales 5,940.3 6,635.5 8,031.9 11,070.7 Investments 137.1 210.2 210.2
1.5 4 Growth yoy 154%  11.7%  21.0%  37.8% Cash 163.3 205.4 205.4
EBITDA 1,648.1 1,876.0 2,361.5 3,537.3 Debt 1,697.0 2,296.2 2,296.2
1.0 4 Margin 27.7% 28.3% 29.4% 32.0% Net debt 1,396.6 1,880.6 1,880.6
EBIT 558.0 609.1 1,049.4 2,043.8 Equity 3,949.5 4,541.7 4,541.7
0.5 Margin 9.4% 9.2% 13.1% 18.5% Assets 7,202.7 8,383.6 8,383.6
Net income 551.2 651.5 868.8 1,671.1 Fin. D/E 43.0% 50.6% 50.6%
0.0 Growth 9.3% 18.2% 33.3% 92.3% Fin. D/A 23.6% 27.4% 27.4%
: § i i i EPS 0.33 0.38 0.48 0.86 Debt/EBITDA 1.0 1.2 0.6
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* EPS includes new issued shares due to ESOP program. Fiscal year for Datalab Group is from 1t July till 30 of June (difference to calendar year).
Investment Thesis:

o High growth: Datalab has a high growth rate of users, customers and value of installed base.
Namely it had an average yearly growth of 45.4% in 1998 to 2013 period for installed value in
EUR, a 40.3% CAGR for costumers (companies) and 43.2% CAGR for number of users. Respective
average annual growth rates in 2008 to 2013 period are 13.6%, 16.8% and 16.6%, while for
2013 versus 2012 12.6%, 17.7% and 16.3% to EUR 27.5m, 10.640 companies and 31.801 users.
Some slowdown versus
beginning years is normal and
what is encouraging is that
growth rates in the last 5 years
remain strong and healthy.
Even more so because this was
achieved in harsh economic
environment, as Slovenia
remained in recessionary

environment  during 2013, | 14,7

negatively affecting new license 114

sales and license pricing, and

while bankruptcy procedures

are eradicating some clientsand | e

with it consumer base. We note ' |

however that the discrepancy

between install base growth 1998 2000 2002 2004 2006 2008 2010 2012

and revenues growth in 2013 B instaled licence value (EUR 000) B Users

versus 2012 is in the fact that

Datalab is trying to catch new customers also through more favorable pricing.
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2009 2010 2011 2012 2013
New license value in EUR 000 2,669 2,040 2,830 2,319 3,066
New companies 784 835 1,246 1,285 1,605
New users 2,943 2,967 3,392 3,317 4,454
New hosting licenses 52 133 272 534
New hosting license value in EUR 000 50 122 241 360
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Here we have to also note that Datalab is a rare IT company listed on the exchange on the
domestic market (as well as in region) and a rare real growth company.

The crucial numbers to look at for growth is the increase in number of users. This is translating
into current and future revenues. Here the important fact is that their sales partners continue to
push Datalabs solutions (mainly Pantheon) and that training program is successful in order to
capture new users (individual and adapted solutions).

The reason for management optimism for the future, as they expect more than 30% yearly
growth (30% to 90% for all segments in all markets), can be found in a current environment of
fragmented IT suppliers (most have only EUR 1 to 2m of revenues). As the complexity of platform
and application grows, so will the need for R&D and with it economy of scale. This is even more
likely in case of significant tax, accounting or regulatory changes (for example Croatia’s entrance
to European Union on July 1% 2013; more efficient tax evasion prevention etc.). Smaller
competitors will not be able to provide sufficient IT support so their customers will likely switch to
bigger companies (opportunity for Datalab). Recession is helping in that respect, as more price
pressures are putting more pressure on economy of scale

and therefore consolidation in the region (sentiment change Clientbase

for consolidation has been seen by Datalab’s management Big Coffj;g‘;ies

in the current year). Here we must also note that growth Medium " 15%

potential can also be seen when comparing current 22%

customer base with all the companies in the region. Also
Datalab is counting on constant acquisition growth (not just
organic) through which they would gain new customer
base. With management guidance of at least 30% growth, y
Datalab is definitely a growth company and their growth is companies
relatively inexpensive (PEG of only 0.24); however 6%
management will have to deliver this growth.

Regional Exposure: The company is present in the whole Balkan region, with a nice
diversification of sales, which is actually increasing. Namely in 2013, Datalab achieved 38% of
sales on the domestic market (45% in 2012), 19% in Croatia (16% in 2012), 14% in Bosnia and
Herzegovina (12% in 2012), 14% in Serbia, 5% in Montenegro, 9% in Macedonia and 1.4% in
Bulgaria. On the domestic market the company had around 9% market share (small and mid-size
companies; ranked third place; 2010 data) which they probably kept during 2013.

Regional segmentation on growth dynamics is seen in following table:

Licence sold by country 2007 2008 2009 2010 2011 2012 2013
Slovenia 1,097 1,004 772 577 724 730 1,215
Croatia 407 560 374 494 741 515 954
BiH 675 573 750 531 901 723 705
Serbia 644 774 630 696 738 631 813
Montenegro 38 165 138 95 198 190 201
Macedonia 43 63 259 296 258 345 432
Kosovo 5 0 18 49 48 58 15
Bulgaria 0 21 22 81 37 10 42
Total 2,909 3,160 2,963 2,819 3,645 3,202 4,377
New clients 2007 2008 2009 2010 2011 2012 2013
Slovenia 299 245 238 257 372 424 696
Croatia 109 138 116 140 116 133 310
BiH 200 144 194 165 429 422 202
Serbia 134 132 146 138 236 170 214
Montenegro 10 56 44 54 42 52 63
Macedonia 20 14 43 64 54 78 114
Kosovo 1 0 6 9 5 9 4
Bulgaria 0 1 9 17 12 5 6
Total 773 730 796 844 1,266 1,293 1,609

In 2013 they will continued by expanding into Albania (together with Swiss company Mattig
Management Partners). If Albanian operation will go well they could re-enter Romanian market as
well. In Macedonia they succeeded in developing cloud services for SME together with MK
Telekom. As for Bulgaria, the operations are temporarily suspended.

An interesting fact here provided by Datalab is that in order to cover cost of entering a new
market they need about 2000 users that usually translates into 600 companies. This means
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there are normally 3 to 4 users per costumer (company) for their product. Also we must note the
focus of the company is on medium, smaller and micro companies in the region.

Ambitious strategy. Datalab strategic plan is very ambitious and its realization would mean that
the growth of the company would accelerate and with it the value of its shares. Namely they see
30 to 90% growth in all segments in next few years. Given the 2013 guidance, management
delivered in terms of revenues (EUR 6.6m versus guided EUR 6.5m) but missed in terms of net
income (EUR 0.7m versus guided EUR 1.2m). Most likely this is a consequence of tougher price
environment. We note that in 2012 they guided revenue dynamic of EUR 9.4m for 2014 and
14.9m for 2015, with EUR 2.5m and 4.9m net profit respectively.

This plan shows that management is confident that the region has high growth potential for its
services and products and that Datalabs PANTHEON is a very competitive product, especially given
current environment. Additionally margins should expand considerably through economies of scale
(R&D costs per revenue) and improve profitability. Plan also shows ambition, innovation and
boldness of the company and its management. For example they will try to capitalize on changes
in agriculture sector in Europe, where European Commision will want a larger administration data
for subsidies (FarmAccounting).

PharmAccounting prospects: PharmAccounting project has a significant growth prospect as
this is relatively new and underdeveloped area with only a few IT players. Therefore although this
part of business currently has only a low stake in Datalabs revenue structure it can be a very
important factor in future growth and growth perspective of the company. It also shows the
innovative strength in Datalab. Additionally EU is supporting financing of R&D, which lowers the
overall risk profile of this project.

R&D orientated company: They are still implementing around 160 improvements per month
and one major version of product every quarter, although the company in 2013 focused more on
bigger upgrades. New product generation is envisioned every four years with development cost of
around EUR 3m. This means a CAPEX cycle of 4 years in the amount of EUR 3m with possible
future trends shortening this cycle. But this also means Datalab is keeping pace with competition
and is improving customer experience and satisfaction.

1,800 T N R&D Investments in 000 EUR 1,688 [ 90%

— O H
1600 + % of unconsolidated revenues L 80%

1,365 1,380 1,369

1,400 A F 70%

1,235 1,242
1,200 A - 60%

1,000 A r 50%
800 - - 40%
r 30%
400 A r20%

200 1 r 10%

0%
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Additionally we note that the number of errors decreased from 579 in 2011 and 503 in 2012 to
404 in 2013.

We also note that so far Slovenian government was more inclined to R&D tax benefits. Effective
tax rate should therefore be around 0 in the following years, positively affecting net income. This
materialized in 2013 and helped the annual bottom line. We see this continuing in future years.

Consumer retention easier due to switching problems: Users don't like switching platforms
or applications as this creates significant costs and takes time for training. Also they are
unaccustomed to the new platform. Therefore as long as IT provider is providing sufficient
support and provides proper and timely upgrades it will maintain most of its users (high barriers
for switching). 2012 data showed Datalabs customer satisfaction is high so we are assured that
there will be a very high level of customer retention. This thesis is supported by churn rate.

On the other hand switching problems is problematic for Datalab in terms of gaining new
customers. But here management believes that partly this can be resolved by acquiring smaller
companies (so called “partner from competitor”) and partly there will be switching due to smaller
IT companies failing to provide sufficient support (as they will not have a cash flow for needed
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R&D to keep pace with IT and regulatory changes). Additionally their distribution also comes
through accountants, as they are motivated to push for the same platform in all of their
companies. This is a prudent strategy to generate new customers and then retaining them.

e Margin expansion possibility: Currently the company is in a growth phase so the focus is on
gaining user base. Due to high 35
investments into solutions (CAPEX) on EV/Sales to margin regresion *
one hand and still relatively low user base 30 . TSP
on the other, operating margins remain 25
low (high ratio of R&D expenses to
sales). We believe that further on we can
see an increase in EBIT margin as costs S SITOIT
will distribute on wider user base R?=05389
(gspeaally amortization costs as they_are / o
tied to R&D). We here especially e
emphasize the regression between sales 0o ‘ ‘ . ‘ ‘
muItipIe and margin (also given in 00% 10.0% 20.0% 30.0% 40.0% 50.0%
relative valuation segment of this EBIT margin %
document) shows valuation upside if this thesis of increased future margin materializes.
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¢ Improving revenue mix: Since retention
ratio of customers is high and company is  100%
maturing to some extent, the revenue mix is %%
slowly rebalancing toward upgrade fees and %% |
other more stabile maintenance connected 7%
fees (already bigger share of fees is coming el
from upgrade fees than new user fees). This |, |
gives the company more visibility of ,,, |
revenues as well as more recession proof  , |
business model. Additionally margins could 10% 4

50% -

benefit as well (with increases in upgrade 0%

fees). In turn this lowers the risk profile of 2011 2012 2013
M software upgrades M Licence fees

the company.

e Attractive valuation: With current TTM P/E multiple of 6.3 and EV/EBITDA multiple of 3.5 we
can hardly say this company is expensive, especially for IT company that plans high growth. Also
P/B is at 0.9 and EV/Sales at 0.9.
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o ESOP program: The company has a program to pay employees a variable in a form of
companies stock options (through transferal of its own shares or issuing new shares). This stock
option plan is trying to tie employee’s motivation with shareholding interests, providing better
incentive (motivation) and is also favorably taxed. Overall we see this option plan as positive.

e Not focused on government contracts: Their mix of customers practically excludes
government and big state owned companies, so the revenues are less under threat due to
different political lobbying and therefore healthier (and stabile), while this also proves their
competitiveness. On the other hand part of their revenues (5.2% of revenues excluding
capitalized own products in 2013) comes from »Subsidies, grants, allowances, compensations and
other revenue« given by different governments. This source of revenues can be tricky and we
deem these revenues as less healthy than regular business revenues.
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Risks:

Timing of revenue growth acceleration unknown: Although we believe the magement thesis
for increase in future growth rates (to be above 30% per year), we see the problem in forecasting
the exact timing. Namely users will swich to Datalab and other bigger IT providers in mass only
when smaller IT companies will not be able to keep pace with R&D expenses. This could happen
in 2013-2014 period or a couple of years later. This is recognised by managament and they will
adapt to the dynamic with costs, hiring and R&D expenses. Nevertheless this also means that
management guidance, as well as our forecasts, could miss severely (in level and timing). Namely
in scenario where current dynamic remains in place and without acquisition and industry
consolidation growth, we can see only around 11% growth of revenues in future years. Although
this is still a nice growth rate it loweres our valuation and it somewhat erodes growth story (PEG
0.66). Current environment is currently not helping Datalab and the timing of acceleration could
be delayed for another year.

Additional risk factor that cannot be ignored is threat of big competitors (like SAP or Microsoft) in
terms of revenue growth and margins of Datalab. Namely, these big players have substantial
advantage in brand name and especially economies of scale, although they are less focused and
flexible for providing services to smaller companies.

Weak macroeconomic situation: The situation in Slovenia did not improve during 1H13 and
will not significantly improve during 2H13. If GDP contracted by 2.5% in Slovenia in 2012, it
should further decrease by 2.4% YoY in 2013 according to IMAD (institute of Macroeconomic
Analysis and Development). As for 2014 IMAD again sees a 0.8% YoY contraction of GDP with
2.7% decrease in private consumption and 4.0% lower fixed investments (versus 1.6% decrease
in 2013). Only in 2015 IMAD for now envisions a weak recovery. Situation in Croatia is also
concerning as its GDP fell by 2.0% in 2012 and is forecasted to fell by 0.6% in 2013. On the other
hand other markets are beginning to recover, although the economic situation is still fragile.
Overall we can state Datalab will face one more though year, as customers will continue to
postpone any major IT infrastructure change or upgrades, but after that economic environment
should gradually pick up and with it help Datalab goals regarding growth.

A negative side effect of more cost saving orientated customers is a trend of shift to hosting. The
evidence of this is that in 2012 new license sale fell by 10.8%, the most in 10 years. Also
compared to 16% license growth in 2013, there was a 96% rise in hosting licenses. Additionally
negative effect is seen in pricing pressures and therefore margin erosion, so overall profitability
will be affected.

Country 2011 2012 2013F 2014F 2015F 2016F 2017F 2018F
Albania 2.80 1.60 1.70 2.10 2.50 2.50 2.50 2.50
Bosnia and Herzegovina 1.26 -0.70 0.50 2.00 3.50 4.00 4.00 4.00
Bulgaria 1.84 0.78 0.50 1.60 2.50 2.50 3.00 3.00
Croatia -0.05 -1.98 -0.60 1.50 2.00 2.50 2.50 2.50
Kosovo 5.19 2.35 2.64 4.24 4.55 5.00 4.50 4.50
FYR Macedonia 2.86 -0.27 2.19 3.22 3.63 3.99 3.96 3.97
Montenegro 3.22 -0.55 1.52 2.19 2.29 2.39 2.62 2.73
Serbia 1.57 -1.75 2.00 1.96 2.20 2.50 2.75 3.00
Slovenia 0.71 -2.54 -2.59 -1.45 0.86 2.11 2.44 2.63

Source: International Monetary Fund, World Economic Outlook Database, October 2013

Additionally although region presents an opportunity, Balkan region is also a highly
macroeconomically and politically unstable region with a legal system and controlling mechanism
still in early stages of development. Firstly, providing profitable growth in the region is difficult and
evades many other Slovenian companies that expanded into the region. Secondly, payment
discipline can be a problem. Datalab had EUR 399,230 receivables overdue on 30.6.2013 versus
269,809 on 30.6.2013 (of which 229,376 more than 30 days; nominal value of receivables EUR
352,004). This represents or 25% of all receivables versus 23% a year ago. So there is a risk of
further receivables write-off that would affect net income (but not cash flow), however
management is trying to cope with this risk through regular activation codes and pushing for
payment discipline.

Intangibles risk: There is EUR 5,681 thousand of intangibles in the company’s balance sheet or
122% of equity. Although this is somewhat normal for an IT company having intellectual property
etc. (Pantheon represents EUR 5,226 thousand; Farm Accounting EUR 310 thousand), this poses
some risk for severe and quick balance sheet deterioration, a risk to equity capital value and a risk
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for one offs in income statement. Also acquisitions create goodwill that can be easily impaired if
plans do not materialize. This will create impairment risk that would affect bottom line numbers.

We must also note that in order to retain customers the Group needs to maintain high R&D
expenses. CAPEX in intangibles in the last few years was in average around 40% of all net sales
revenues (70% of Datalabs d.d. revenues). Significantly lower R&D expenses would probably lead
to a loss of users with a couple of year lag. Nevertheless management believes net CAPEX should
lighten in 3 to 5 years period.

Complex relation with sales partners: Their sales partners are not only selling Pantheon
platform but additional applications for platform (170 providers have around 700 aplication on
Datalabs market). Here Datalab must be carefull not to provide additional solutions that are in
direct competition with its sales partner solution (CRM solutions, online shopping solutions etc.).
This is somewhat limiting the range of sales products of Datalab. Also in can easily happen that
their sales partners are pushing more on implementation of their own additional application and
less of Datalabs solutions as this means more share of revenues for them.

License sales growth volatility: New . B Licens sold YoV growth
license sold in a year varies significantly " | 20.3%
from a year to year. If we take into
account years from 2007 onwards, the
growth rate of new clients varied from -
5.6% to 50.9%. Also new license sales
varied from -10.8% to 30.7%. Although
these ranges still point to a positive
skew, this sales volatility is creating
some level of unpredictability. For shares |
and results this creates a higher level of . | 625 9%

risk. 2007 2008 2009 2010 2011 2012 2013

Possible implementations bottleneck: It is not enough just to gain new customers and with it
users, but also their retention. In order to retain customers Datalab has to provide on time user
training and maintenance. Without this the switch to competitor’s solutions is more likely. Datalab
is trying to widen this bottleneck through more user friendly solutions and solutions that need less
maintenance. Nevertheless to prevent this bottleneck Datalabs cost of labor could increase (+21%
and +13% in number of employees for 2012 and 2013 respectively).
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Dilution effect of ESOP: ESOP plan can dilute EPS and valuation of the stock due to constant
increase of shares. If Datalabs liquidity will sufice, ESOP program will be carried through buyback
of its own shares. In this case we see less of a dilution and main issue will be the buyback price. If
liquidity needs won't be good enough due to expansion and R&D activities, then additional shares
will be issued for ESOP program. This will dilute the stock value and constant monitoring of this
program is needed. In 2012 Datalab issued 64,327 new shares (+3.9%) while it has 27,887
treasury shares. On 30.06.2013 Datalab has 20,034 treasury shares and 1,737,412 outstanding
shares. It bought back 16.434 shares.
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2013 Results and Recent news

Double digit growth or revenues and net income.
thousand € 2012 2013 YoY 4Q12 3Q13 4Qi13 QoQ YoY

Sales 5,940.3 6,6355 11.7% 1,808.2 2,977.7 1,809.4 -39.2% 0.1%
EBITDA 1,576.1 1,786.6 13.4% 517.5 869.4 412.3 -52.6% -20.3%
Margin 26.5%  26.9% 28.6% 29.2%  22.8%
EBIT 558.0 609.1 262.1 262.5 140.7
Margin 9.4% 9.2% 14.5% 8.8% 7.8%
Net income 551.2 651.5 242.0 226.7 243.4
Margin 9.3% 9.8% 13.4% 7.6% 13.5%

9.2% -46.4% -46.3%

18.2% 7.4%

Double digit
net sales
growth.

Due to growth
on foreign
markets.

Operating
margin
slightly
contracted.

But net
income
surged by
18.2% YoY.

Slovenia

2012

YoY

e Revenues increased by 11.7% YoY in 2013, which is a slight slowdown versus 1H13 when YoY

increase was at 13.1%. This is due to weak 4Q13 with only a 0.1% YoY increase in revenues.
However management commented that new license sales are bottoming out (up by 4% YoY),
while hosting services continued its upward trend (+54%) and maintenance fees recording a
healthy 12% YoY growth. We note marketing revenues surged by 49% while education revenues
dropped by 65% YoY. Here we note that the problem continues in pricing due to which revenues
are not following the growth rates of new users.

Revenues on the domestic market increased by 2.2% to EUR 3.802m, where adverse economic
environment is limiting demand for their products, especially for licensing. On foreign markets
Datalab Group recorded significantly higher 23.8% YoY growth rate, showing a better economic
environment versus the domestic market and a better penetration possibility. Balance between
new license and maintenance fees is now in favor of the former. Namely revenue mix between
new license sold and software upgrades is at 44%:56% or EUR 1.6m versus EUR 2.1m.

Other revenues increased by 12.1% to EUR 1.963m and are in majority represented by capitalized
own products.

COGS increased by 13.1% YoY therefore slightly deteriorating gross margin. Namely COGS
amounted to EUR 2.318m and represented 46% of all operating costs. On the other hand labor
costs increased by 8.2% YoY to EUR 2.400m (48% of all costs; with headcount increase by 18 to
157). D&A costs amounted to EUR 1.177m and surged 74% YoY. Other costs also increased and
as a consequence operating costs increased by 23.1% YoY.

EBIT increased by 9.2% YoY while margins eroded slightly by 0.2% p.p.

Net financial expenses improved from -153 thousand EUR to -96 thousand EUR. The main
contributor was the absence of write-offs in the amount of EUR 67 thousand. However also
interest expenses were lower despite higher financial gearing.

Deferred tax increase helped net income to grow by 18.2%. This lower (wiped out) effective tax
rate was expected and should boost bottom line also in future years.

Operating cash flow deteriorated from EUR 1.9m to EUR 1.5m in 2013 due to NWC increase.
Intangibles are at EUR 5.7m on 30.06.2013, with total assets at EUR 8.4m and equity of EUR
4.7m (+ EUR 0.7m YoY). Account receivables increased by 14.7% YoY or by 189 thousand EUR.
Inventories on the other hand decreased (due to write-off), but the amount is negligible. Payables
increased by only 2.3% YoY, therefore net working capital need increased by 132 thousand EUR.
Financial debt stood at EUR 2.3m, 34.9% more YoY or EUR 0.6m. Here we note structure
improved as 74% of outstanding debt is long term (previously 52%).

Coratia
2012

Serbia Macedonia

2012 YoY

Montenegro
2013 2 YoY

Bulgaria Total

2013 2013 2012 YoY 2013

2012 YoY

Net sales 1,890 2,082 -7%)| 916 706 30%] 706 563 25%| 679 620 10%] 244 183 33% 453 393 15% 71 22 222.7% 4,960 4,529 10%
Domestic market 1,831 1,984 -8%| 816 609 34%| 688 552 25%| 652 59 9% 244 183 33%) 333 288 16% n 2 222.7% 4,636 4,234 9%
Licence fees 281 435 -35% 390 256 52%) 341 244 40%) 288 329 -12% 102 87 17%| 162 154 5% 26 4 550.0%| 1,501 1,509 5%
Software upgrades 1,045 1,000 4% 324 315 3% 245 210 17% 290 199 46%) 7 51 55% 54 55 -2% 15 5 200.0% 2,052 1,835 12%
Membership fees 39 43 -9% 16 17 -6% 11 14 -21%! 17 19 -11% 0 0 3 0% 1 1 0.0% 87 97 -10%
Services 195 157 24%) 35 10 250% 61 57 7%| 38 36 6% 61 a4 39% 107 62 73%) 28 11 154.5%) 525 377 39%
Marketing 3 17 -82% 23 9 156% 21 10 110% 6 4 50% 0 0 1 0 0 0 54 40 35%
Training 45 193 -77%) 9 3 200% 9 14 -36%| 8 8 0% 2 0 2 14 -86%)| 0 1 -100.0%| 74 233 -68%
Hosting 205 137 50%. 2 0 0 0 0 0 0 0 2 0 1 0 210 137 53%
Other 0 0 17 0 0 3 100% 5 0 0 0 0 0 0 0 22 3 633%
Rent 0 0 0 0 0 0 0 2 100%)| 0 0 0 0 0 0 0 2 -100%
Foreign market 59 83 -29%| 100 97 3%| 19 8 138%| 27 2 13%| 0 0 120 105 14%| 0 0 325 317 3%
Licence fees 19 27 -30% 0 0 1 0 0 1 100% 0 0 13 30 -57% 0 0 33 58 -43%
Software upgrades 16 1 45%) 0 0 0 0 1 2 -50% 0 0 10 5 100% 0 0 27 18 50%
Membership fees 0 0 0 0 0 0 0 0 0 0 0 1 -100% 0 0 0 1 -100%
Services 2 0 0 0 0 0 0 0 0 0 24 18 33% 0 0 26 18

Marketing 6 0 0 0 0 0 0 0 0 0 0 0 [ 0 6 0

Training 15 21 -29%| 0 0 0 0 0 0 0 0 0 0 0 0 15 21 -29%
Cooperation work 0 25 -100% 100 97 3% 18 7 157% 26 20 30% 0 0 73 51 43%| 0 0 217 200 9%
Other 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Expenses 1,835 1,815 1% 921 698 32% 668 601 11% 711 682 4% 200 153 31% 443 370 20% 74 70 5.7%| 4,863 4,389 11%
€OGS 1,136 1,184 -4% 672 449 50%| a7 a2 8%| 520 480 8% 106 78 36%| 250 211 18%| 15 21 -28.6%) 3,176 2,865 11%
Licence fees 85 861 -90%| 111 295 -62% 9 145 -35%| 101 123 -18% 68 26 48% 123 81 52%| 8 4 100.0%| 590 1,555 -62%
Rent 46 39 18% 13 13 0% 17 19 -11% 19 19 0% 7 7 0% 16 11 45%| 0 3 -100.0% 120 m 8%
Cost of services 343 273 26% 261 137 91%| 188 113 66%) 136 193 -30% 30 22 36%| 104 107 -3%| 7 8 -12.5%| 1,075 853 26%
of that sales 84 109 -23%| 118 1 973%, 88 47 87%) 72 128 -44% 0 0 37 40 -8%| 5 0 404 335 21%
Labour costs 670 615 9% 240 216 11% 168 142 18% 179 183 -2% 93 75 24% 186 152 22% 60 48 25.0%| 1,597 1431 12%
Financial Revenues 6 6 0%| 4 0 0 58 -100%| 7 16 -56% 0 0 0 0 0 0 17 80

Financial Expenses 1 10 10% 0 0 0 188 -100%) 2 36 -94% 0 15 -100%) 3 1 200% 0 1 -100.0% 16 251 -94%
Net Profit 59 198 -70%] 3 2 50% 41 -36 -214%] -46 -57. -19% 44 14 214% 7 19 -63%) -6 -48  -87.5% 102 92 11%
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Trades at
significant
discount...

..but as a
smaller IT
company, also
ROE is

lagging.

Peer valuation
target:
EUR 5.1

Relative valuation:

378 EV/EBITDA EV/EBIT
Company name TT™ 2014F 2015F ™ 2014F 2015F TT™ 2014F 2015F
Microsoft 2.9 2.6 2.4 7.3 7.0 6.5 8.3 7.8 6.8
Oracle 2.8 34 33 6.3 6.6 6.6 7.4 7.1 6.7
SAP AG 3.3 4.0 3.7 8.6 10.9 9.9 10.3 11.8 10.8
Software AG 25 24 2.2 9.5 8.6 7.8 12.1 10.2 9.1
Realdolmen 0.4 0.4 n.a. 5.4 n.a. n.a. n.a. n.a. n.a.
Assecopol 0.7 0.7 0.7 4.5 4.5 4.4 6.3 6.1 6.1
K3 Business Tech 0.9 0.8 n.a. 6.5 4.9 n.a. 16.1 n.a. n.a.
Logo Yazilim n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Sage 2.8 2.8 2.7 9.7 9.3 8.8 11.1 10.2 9.6
DATALAB 0.9 0.8 0.6 88 2.6 1.8 10.2 5.9 3.0
Average 2.0 21 2.5 7.2 7.4 7.3 10.2 8.9 8.2
P/S P/E P/B

Company name T™ 2014F 2015F ™ 2014F 2015F TT™ 2014F 2015F
Microsoft 3.7 33 31 13.2 12.2 11.2 36 2.8 2.5
Oracle 31 3.8 3.6 13.2 10.6 9.8 35 2.7 22
SAP AG 3.2 3.9 3.5 21.3 15.5 13.8 4.6 3.6 31
Software AG 2.4 2.3 2.1 16.7 13.0 11.7 23 1.9 1.8
Realdolmen 0.4 0.4 n.a. neg. 6.5 n.a. n.a. n.a. n.a.
Assecopol 0.7 0.7 0.7 11.5 11.5 114 0.8 0.7 0.7
K3 Business Tech 0.7 0.6 na. 16.6 7.1 na. 0.9 na. n.a.
Logo Yazilim n.a. n.a. n.a. 9.9 6.8 n.a. 2.7 n.a. n.a.
Sage 2.6 2.6 2.5 n.a. 14.2 13.0 3.7 3.6 3.3
DATALAB 0.7 0.5 0.4 6.6 5.2 2.9 1.0 0.8 0.7
Average 2.1 2.2 2.6 14.6 10.8 11.8 2.8 2.5 2.3

EBI.TDA EBIT margin Profit margin ROE TTM Assets Div. yield Asse_ts/ Net debt to
Company name margin TTM (%) (%) turnover (%) Equity EBITDA
Microsoft 39,6% 34,6% 28,2% 27,6% 15,9% 0,56 2,08 1,74 -2,04
Oracle 45,1% 38,5% 29,9% 26,8% 16,9% 0,57 0,71 1,98 -0,68
SAP AG 38,5% 32,0% 23,1% 21,7% 18,5% 0,80 1,47 1,85 0,24
Software AG 26,3% 20,8% 14,1% 13,7% 6,9% 0,49 1,71 2,05 0,43
Realdolmen 71% 0,7% -6,3% n.a. n.a. n.a. 0,00 n.a. 0,00
Assecopol 15,9% 11,4% 6,3% 7,0% 3,6% 0,57 4,75 1,88 -0,16
K3 Business Tech 13,4% 5,5% 3,8% 5,3% 2,6% 0,69 0,68 2,01 1,39
Logo Yazilim 37,2% 26,1% 24,2% 27,3% 18,6% 0,77 0,00 1,47 -0,31
Sage 28,8% 25,2% 3,2% 3,7% 1,9% 0,59 3,03 2,16 0,53
DATALAB 26,9% 9,2% 10,4% 15,2% 8,3% 0,79 0,00 1,85 1,05
Average 28,0% 21,6% 14,0% 16,6% 10,6% 0,63 1,60 1,89 -0,07

ROE decomposition (company/peer average):

EBITDA margln

26.9% 28.0%
1.85 1.89
34.1% 77.3% 10.4% 14.0% 15.2% 16.6%
ROA
NI/EBIT Sales to assets 8.3% 10.6%
113.7% 64.9% 0.79 0.63

The company states that their main 35

competitors are big global IT players EV/Sales to margin regresion M

(Microsofts Dynamic NAV, SAP All-in-one 0 . .«
solutions) on one hand and small local IT 25 .

players on the other. This creates difficulties

using peer analysis. Namely, big IT players ﬁm

operate on different IT segments and their z 1s = 69994x+ 02973

stock is very liquid, while small local players o R?=05389

are a better peer alternative, but are mainly ' / Pl

private companies, so gaining data is difficult 05 ¢~

and several are not listed. Therefore peer 00 ‘ ‘ - ‘ ‘
analysis has a limited value and DCF valuation 0.0% 10.0% 20.0% 30.0% 40.0% 50.0%
is more appropriate. Nevertheless we included EBIT margin %

in the peer group a mix between big IT competitors and some smaller European IT software
companies.

The peer data shows that Datalab is trading at a discount, but this is also likely due to lower liquidity
and somewhat lower profitability (possibly due to lower bargaining power and economy of scale).
EV/Sales regression on operating margins implies a EUR 2.5 target price. This has a 25% weighting.
Other multiples used in valuation are EV/EBITDA, EV/EBIT and P/E. Overall peer comparison gives a
target price EUR 5.1.
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Revenue assumption
unchanged despite
adverse environment.

But margin assumption
was lowered due to

Outlook:

e Management believes that in the next few years growth will accelerate as fragmented market will
consolidate, but the structure of revenues will change. Organic and non-organic driven growth
should together bring growth levels of 30% to 90%. We must note however that management
stated the exact timing of growth acceleration is hard to predict, as it depends on market conditions.
The lag in realization is therefore possible. For 2013 revenues guidance was slightly surpassed.

e In our opinion the management forecasts are optimistic given current regional environment and
political situation. Therefore we are more conservative in our estimates and we have to some extend
calculated in a lag in realization of management plan, but we have however calculated an
acceleration of growth during 2014. Given our GDP based model and management guidance we see
growth of 21.0% growth in 2014 and around 37% growth in next three years.

e Margins should increase in the following years as development costs will be applied to more users
and revenues. As for competitive pressure on margins, it will be counterbalanced in full by industry
consolidation. On the other hand in order to prevent bottlenecks and to retain customers the

2013 miss. company will have to increase sales network. Therefore we see high EBIT margin expansion, while
EBITDA margin expansion will be less substantial. Again we must note we see a lag in net income
growth compared to management guidance and could be adjusted if/when guidance materializes.

e« We have lowered our operating margin assumption for 2014-2017 period, as 2013 results were
lower than expected due to lower than expected operating margins. In the mentioned period
operating margins are now on average 3.6 p.p. lower than in previous forecasts.

) . e Therefore for 2014 our forecast is EUR 8.0m for revenues and EUR 0.9m for net profit. For 2015

CAPEX will remain respective numbers are EUR 11.1m and EUR 1.7m.

clevated. e CAPEX is forecasted at EUR 14.8m in 2014-2018 period while effective tax rate could increase only
long term as in midterm tax deductions for R&D will remain high.

all data in EUR 000

Year 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Sales 44626  4,99.8 51487 59403 66355 80319 11,070.7 15340.2 18,1349 19,903.2
Sales growth 12.0% 15.4% 15.4% 11.7% 21.0% 37.8% 38.6% 18.2% 9.8%
EBITDA 939.9 11,3843  1,581.3 16481  1,876.0 2,361.5 3,537.3 50625 5993.9  6,588.3
EBITDA margin 21.1% 27.7% 30.7% 27.7% 28.3% 29.4% 32.0% 33.0% 33.1% 33.1%
EBIT 266.8 525.3 594.7 558.0 609.1  1,049.4  2,043.8  3,400.0  4,142.6  4,681.6
EBIT margin 6.0% 10.5% 11.6% 9.4% 9.2% 13.1% 18.5% 22.2% 22.8% 23.5%
EBT 219.5 483.6 527.5 439.9 517.2 906.9  1,865.0  3,256.8  4,033.0  4,552.7
EBT margin 4.9% 9.7% 10.2% 7.4% 7.8% 11.3% 16.8% 21.2% 22.2% 22.9%
Net income 202.2 447.1 504.4 551.2 651.5 868.8  1,671.1  2,7129  3,191.5  3,602.8
Net income growth 121.1%  149.4% 9.3% 18.2% 33.3% 92.3% 62.3% 17.6% 12.9%
Year 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Fixed assets 3,396.1  4,050.3 47403 54303 63727 7,470.2 88620 10,6344 12,546.0 14,727.5

PPE 111.9 60.5 258.8 308.8 307.2 217.9 192.7 202.8 229.4 243.2

Intangible assets 32126  3,913.6  4,369.6 49112 568L5 66792  7,869.3 93935 11,0204 12,930.1

LT-investments 5.5 1.2 1.2 1.2 6.2 6.4 6.6 6.8 7.0 7.2

Other fixed assets 66.1 74.9 110.6 209.0 377.8 566.6 7933  1,031.3  1,289.1  1,547.0
Current assets 2,077.8 21728 16920 1,772.3  2,010.9 2,285.1  3,2644 50749 70957 86825

Inventories 8.8 7.3 8.2 448 7.2 8.8 12.1 16.7 19.8 21.7

Trade receivables 1,811.4  1,789.6  1,327.9  1,280.6  1,469.5 1,859.0  2,673.0  4,010.7 4,741.4  4,805.7

Cash 85.6 149.4 102.7 163.3 205.4 208.5 232.1 244.9 289.5 317.7

ST-investments 103.4 126.4 139.9 137.1 210.2 31.0 98.2 4789  1,6404  3,051.8

Other current assets 68.6 100.1 113.3 146.5 118.6 177.9 249.0 323.7 404.7 485.6
Total Assets 5473.9 62232 64323 72027 8383.6 97553 12,1264 15,709.3 19,641.8 23,410.0
Debt 1,043.2  1,4883  1,5188  1,697.0  2,296.2  2,572.2  2,672.2  2,672.2  2,6722  2,672.2

ST-debt 198.9  1,488.2 580.4 817.7 604.7 677.4 703.7 703.7 703.7 703.7

LT-debt 844.4 0.0 938.4 879.2  1,691.5 1,8948 19685 19685 19685  1,968.5
Provisions 12.9 12.5 14.6 40.5 47.8 72.7 110.6 168.3 255.9 389.3
Trade payables 1,374.9 915.5 694.8 841.3 856.0  1,036.1  1,428.1 19789 23394  2,567.5
Other liabilities 731.9 959.6 743.6 602.0 528.4 528.4 656.8 850.9  1,063.9  1,268.0
Minority intrest 46.8 70.7 87.4 72.4 113.5 135.2 177.0 244.8 324.6 402.6
Equity 2,264.1  2,776.6 _ 3,373.0  3,949.5  4,541.7 54105  7,081.5  9,7945 12,986.0  16,110.1
Year 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Net profit margin 4.5% 8.9% 9.8% 9.3% 9.8% 10.8% 15.1% 17.7% 17.6% 18.1%
Asset turnover 0.82 0.80 0.80 0.82 0.79 0.82 0.91 0.98 0.92 0.85
ROA 3.7% 7.2% 7.8% 7.7% 7.8% 8.9% 13.8% 17.3% 16.2% 15.4%
Equity multiplier 2.42 2.24 1.91 1.82 1.85 1.80 1.71 1.60 1.51 1.45
ROE 8.9% 16.1% 15.0% 14.0% 14.3% 16.1% 23.6% 27.7% 24.6% 22.4%
CAPEX/Depreciation 218.0%  167.6%  159.1%  147.3%  149.7%  169.2%  178.0%  192.3%  189.3%  200.9%
Financial debt/Equity 0.46 0.54 0.45 0.43 0.51 0.48 0.38 0.27 0.21 0.17
Financial debt/Assets 0.19 0.24 0.24 0.24 0.27 0.26 0.22 0.17 0.14 0.11
Net debt/EBITDA 0.90 0.87 0.81 0.85 1.00 1.10 0.57 0.20 -0.08 -0.32
Working capital/ Sales 11.9% 20.6% 14.5% 10.9% 12.5% 13.0% 13.5% 15.0% 15.0% 13.0%
ROIC 8.0% 11.5% 11.8% 12.0% 11.7% 12.9% 20.6% 26.7% 24.6% 23.2%
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Discounted Cash Flow Valuation:

Year 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 TV
NOPLAT 1,049.4 2,043.8 3,400.0 3,935.5 4,447.5 3,960.3 4,175.7 4,465.5 4,815.2 5,213.4 4,061.9
NOPLAT growth 28.7% 94.8% 66.4% 15.7% 13.0% -11.0% 5.4% 6.9% 7.8% 8.3% -22.1%
Depreciation 1,157.7 1,373.0 1,533.2 1,708.9 1,751.5 2,000.5 2,147.2 2,234.4 2,272.0 2,270.7 2,259.6
Depretiation/Sales 14.4% 12.4% 10.0% 9.4% 8.8% 9.3% 9.3% 9.0% 8.5% 7.9% 7.7%
CAPEX 2,2206  2,658.4  3,196.7  3,5049  3,8302 34641 3,1346  2,838.0 25711 23309  2,395.8
CAPEX/Sales 27.6% 24.0% 20.8% 19.3% 19.2% 16.2% 13.6% 11.5% 9.7% 8.2% 8.2%
Change in net working capital 214.0 448.9 804.4 417.8 -133.7 193.3 207.8 223.4 240.2 258.2 92.5
NWC/Sales 13.0% 13.5% 15.0% 15.0% 13.0% 13.0% 13.0% 13.0% 13.0% 13.0% 13.0%
FCF to firm 2275  309.6  932.1 1,721.7 2,502.5 2,303.4 2,980.6 3,638.4 4,275.9 4,895.0 3,833.3
Value in forecasting period 9,392 MECE 2058 Y
Continuing value 10,123 Tax rate 0.0% 17.0%
Total enterprise value 19,515 Cost of debt 0:62%0 oibie
Net debt 2,193 Beta _ 1.2 1.2
Equity value 17,322 Cost of eqwty 16.6% 16.3%
No. of shares (in mio) 2.2 Debt/Equity 45.4% 46.6%

" WACC 13.8% 13.3%
Equity value per share 7.9 -

Perpetuity growth rate 2.5%

DCF valuation
implies
EUR 7.9

Illiquidity discount
applied.

Target price
maintained at EUR
5.0

Our DCF valuation long term growth is set at 2.5%, WACC at 13.3%. WACC includes a 4.7% country
risk premium and a small cap premium of 2.5%. EBITDA margin in the period after 2017 is set at
30.0%, with long term EBITDA lower at 25.0% (due to competitive pressures). Implied long term
EV/EBITDA multiple is 4.8. Target price is nevertheless higher from EUR 7.4 to EUR 7.9, mostly due
to slightly lower WACC assumption and despite lower NOPLAT estimates.

Key determinants of value are shares issued through ESOP program. We assumed that own shares
(20,034 treasury shares or 1.2% off issued shares) will be given to employees and then additional
shares will be issued in 2014 till 2017 period (therefore we used significantly higher number of
shares). Namely in mentioned period CAPEX should remain high and financing possibility for share
buybacks will be limited. After this period share buybacks could be used for ESOP. Also we must note
that our estimates are below managements (especially in terms of margins which were additionally
lowered in this report) so further upside changes of estimates is very possible if management
expectations begin to materialize. On the other hand if acceleration of growth fails, we would revise
estimates downward.

Sensitivity analysis:

Sales growth 2019-2023

EBITDA margin
2019-2023

Perpetuity EBITDA
margin

WACC

Final target price calculation:

Our valuation is based on a 20%:80% mix between peer and DCF valuation, as we believe relative
valuation has limitations in terms of peer group comparability. The DCF gave a slightly higher
valuation than in our previous report due to lower WACC, but this was contra balanced by lower peer
valuation. We applied 30% discount due to illiquidity. Our target price is maintained at EUR 5.0,
which implies a target P/E ratio of 12.5 and EV/EBITDA of 5.9. We deem these multiples as
appropriate given the current ROE of 15.2%, EBIT margin at 9.2% and its high growth potential.
Therefore buy recommendation is also unchanged.
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Top5 shareholders:
Mertelj Andrej 38.7%
Raiffeisen Bank 19.7%
Jagodic Zvone 9.7%
Zajc Lojze 4.7%
Rodman Moreno 1.8%

Brief Company profile

Datalab is a Slovenian software company. Their main product is the PANTHEON business IT system
(based on MS SQL for Windows and Linux environment) for monitoring and optimization of business
processes thereby increasing productivity and lowering operating costs. Datalab develops, sells and
implements the software directly, through its Partner Channel and through accounting firms. It is
orientated on small and midsized companies in Slovenia and SouthEast Europe. Its domestic market
share is around 9% (2010 data).
Sources of revenues:

e Licence fees and user fees for Pantheon IT system (declining segment).
Upgrade contracts for Pantheon (main source of revenues).
Leasing and subscription user fees (Pantheon Hosting, growing segment).
Membership fees for support.
Education and certification fees, advertisements etc.

Datalab Group is organized into three levels. The controlling company is in charge of coordination of
network, joint services and especially research and development. Second level consists of daughter
companies, accountable for localization of PANTHEON, sales and support in respective country. On a
third level there are partners or internal ServiceDesks for implementation of PANTHEON, support
and activation of users.

Fiscal year for Datalab Group is from 1% July till 30" of June (difference to calendar year).

Group sales by region (2013) Group sales by segment (2013)

.. Hosting
Trmgnng 5%

2%
Marketing Other
1%

1%

. Services
Sl
Eoh 11%
Membership
fees
2%

Licence fees
34%

Other
markets
62%

Software
upgrades
44%

Disclaimer

GENERAL DISCLOSURE

The research department of ALTA Invest, investicijske storitve, d.d. (eng. ALTA Invest, investment services, Inc.), is, in order to avoid and deter conflict
of interests, a separate organizational part of the company. It is independent in its decisions regarding selection, monitoring and updating of its
investment recommendations of an individual issuer. According to its information policy, ALTA Invest, investicijske storitve, d.d. observes data privacy
and strongly defends access to its data bases and other materials connected with the research department against any unauthorized access or
personnel.

ALTA Invest, investicijske storitve, d.d. may trade with the financial instruments mentioned in this document for its own account and may also engage in
securities transactions in a manner inconsistent with the content of this research report as a result of short-term trading recommendations by analysts.

Remuneration of the analyst who provides monitoring of a certain issuer is based, among other factors, also on the profitability of ALTA Invest,
investicijske storitve, d.d.; a part is also profit arising from ALTA Invest, investicijske storitve, d.d. investment services.

ALTA Invest, investicijske storitve, d.d. is supervised by the Slovenian Securities Market Agency (Agencija za trg vrednostnih papirjev), Poljanski Nasip 6,
1000 Ljubljana, Slovenia.

CONFLICT OF INTEREST

ALTA Invest, investicijske storitve, d.d. (eng. ALTA Invest, investment services, Inc.), declares that it has a financial interests concerning financial
instruments that are the subject of this document. Issuer is paying for coverage, while ALTA Invest is also performing some other financial services to
the issuer.

LIMITED LIABILITY

The document was prepared by ALTA Invest, investicijske storitve, d.d. (ALTA Invest, investment services, Inc.), Zelezna cesta 18, Ljubljana. ALTA
Invest, investicijske storitve, d.d. is a member of the Ljubljana Stock Exchange and is supervised by the Slovenian Securities Market Agency, Poljanski
nasip 6, Ljubljana.

The document is, according to the Article 378 of The Securities Market Act, treated as an investment recommendation. The
recommendation is prepared solely for the purposes of better understanding financial instruments and performance of capital markets and is not
intended for a specific audience. Therefore it is not to be construed as an offer to buy or sell, nor as a solicitation of an offer to buy or sell any financial
instrument. Additionally, no opinion in the document is intended to provide any personal investment services or advice, since it does not take into
consideration any specific investment objectives, financial context or situation, investor knowledge, investor experience or any particular needs of any
specific person that has, for whatever reason, become familiar with the contents of this document or part of such.

The document was prepared for the purposes of ALTA Invest, investicijske storitve, d.d. clients and is not subject to reproduction,
distribution or publication without the explicit permission of ALTA Invest, investicijske storitve, d.d.. Similarly, any kind of mediation,
variation or summarizing of this document is only permitted with the prior explicit written consent of ALTA Invest, investicijske storitve, d.d. Therefore
with the acceptance and examination of this document, the reader is obligated not to disclose the contents, opinions, conclusions or any other data from
this document, as well as any investment recommendations, evaluations, forecasts or target prices, without the prior explicit permission of ALTA Invest,
investicijske storitve, d.d. Any information in this document is based on data obtained from public sources, printed media, annual and semi-annual
reports, company presentations, Bloomberg L.P., electronic media and other sources, which ALTA Invest, investicijske storitve, d.d. considers to have
been reliable on the date of publication or, exceptionally, indicates doubts concerning the reliability of such. The financial analysts that have prepared
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this document have gathered the data, reorganised it and processed it according to the principles of fairness and with professional care; however, no
representations or guarantees are made by ALTA Invest, investicijske storitve, d.d. with regard to the accuracy or completeness of the data. The facts,
on which the document is grounded, are clearly differentiated from those interpretations, assessments, opinions and other information that are not
strictly factual in nature. Projections, forecasts and target prices are marked, and the document clearly indicates the central assumptions on which they
are based, and are subject to change without notice. These forward looking statements involve known and unknown risks, uncertainties and other
factors, which may cause actual results, performance, achievements, or prospects to differ materially from any future results, performance,
achievements or prospects expressed or implied by such statements. The document may also contain historical data on the profitability of certain
financial instruments; however, past performance is not necessarily indicative of future results.

ALTA Invest, investicijske storitve, d.d. points out that any investments in financial instruments, including the financial instruments that are the subject
of this document, pose certain risks. When investing in financial instruments, it is important to be aware of both systematic and unsystematic risks.
Unsystematic risk applies to certain financial instrument that are not under the influence of the entire financial market and are relatively independent of
developments on those markets. The effects of unsystematic risk can be reduced or eliminated with portfolio diversification. On the other hand,
systematic risk applies to factors that influence the entire financial market and therefore affect the value of an investor's portfolio. Furthermore,
settlement and custodial risk in emerging markets may be higher than in markets where there is a long-established infrastructure. Stock liquidity may be
impacted by the number of market participants that may therefore impact the reliability of any investments made as a result of acting upon information
contained in this document. Further, risks not discussed in this document may apply to the discussed security. Investors should always investigate the
various risk aspects of any security in any market before making an investment decision. We advise investors to contact the appropriate investment
consultants or brokers to gather additional information.

The selling price of a financial instrument is usually not known in advance and can differ from the expected target price used to calculate expected gross
return. Therefore, realized and expected gross returns may differ. Also, the investor must take into account that provisions, trade costs and taxes will
influence the final net return earned on the difference between the purchase and selling price of a financial instrument. The difference may be positive
or negative and cannot be forecast with any certainty in advance. In addition, all investors should be aware of the possibility of failure to achieve
forecasted events and valuation assumptions on which the document is based, as well as the possibilities of price fluctuation of a particular financial
instrument and/or issuer. In the case of unfavourable movements of the price of a particular financial instrument, there is the possibility of lower future
value of the investment compared to the initial (purchase) value or vice versa. If a financial instrument is denominated in a currency other than the
investor’s currency, a change in exchange rates may adversely affect the price or value of, or the income derived from, the financial instrument, and
such investor effectively assumes this currency risk. The reader of the document should also be aware of the significant impact of certain assumptions
on predicting the target price of the issuer of the financial instrument, which is presented in the document, especially in the sensitivity analysis, as well
as the fact that past performance is not necessarily an indicator of future profitability of the issuer of the financial instrument and vice versa.

ALTA Invest, investicijske storitve, d.d. accepts no responsibility for any damage or loss arising from the use of information in this
document. Target price and recommendation is set by determining the fair value of stocks, taking into account fundamental factors and news and
should be understood as such. The target price and recommendation does not indicate any relative performance of the stock versus a regional or sector
benchmark.

BUY: The investment rating reflects the total expected return (the difference between the current price of the stock and estimated price, expressed in
%, and the estimated dividend yield) for a potential investment in the 12-month period from the date of the initial rating, which is more than 10%.
HOLD: The investment rating reflects the total expected return (the difference between the current price of the stock and estimated price, expressed in
%, and the estimated dividend yield) for a potential investment in the 12-month period from the date of the initial rating, which is between 0% and
10%.

SELL: The investment rating reflects the total expected return (the difference between the current price of the stock and estimated price, expressed in
%, and the estimated dividend yield) for a potential investment in the 12-month period from the date of the initial rating, which is lower than 10%.

NO RECCOMMENDATION / EVALUATION: No recommendation can be given on the basis of the data available.

In the period between 30.06.2012 and 30.06.2013 the structure of all investment research was:

Number Share Share of issuers, for which ALTA Invest, investicijske storitve, d.d., has provided
investment services regarding financial instruments in last 12 months
Buy 36 55% 28%
Hold 9 14% 0%
Sell 20 31% 9%

Recommendations issued by ALTA Invest, investicijske storitve, d.d. Zelezna cesta 18, 1000 Ljubljana, are valid for 12 months, except in case of
previous update of the recommendation. However, ALTA Invest, investicijske storitve, d.d. is not engaged in periodical updating of the recommendations
of the issuer under consideration as well as is not obliged to notify readers about any kind of valuation, opinion or forecast changes, which have arisen
from the occurrences after the recommendation release. When dealing with its customers, ALTA Invest, investicijske storitve, d.d. is not obliged to act in
accordance with opinions and assessments expressed in investment recommendations.

Financial analysts responsible for the preparation of the document and other individuals that are familiar with the content of the document have not
engaged in any personal transactions or trade with the financial instruments that are the subject of the document nor have they been connected with
the financial instruments during the preparation period of the document, up to and including one day after its publication.

SPECIFIC DISCLOSURES

ALTA Invest, investicijske storitve, d.d. Zelezna cesta 18, 1000 Ljubljana, Slovenia, and the financial analyst responsible for monitoring the issuer under
consideration, guarantee that this document has not been disclosed to the issuer of the financial instrument before its public release.

ALTA Invest, investicijske storitve, d.d. and its related legal entities can own shares of the issuer under consideration. A financial analyst responsible for
monitoring of the issuer under consideration does not have any significant financial interests concerning the financial instrument. They also do not have
any conflict of interest concerning the issuer under consideration, but the company is paying ALTA Invest d.d. for the coverage.

ALTA Invest, investicijske storitve, d.d. has performed services concerning financial instruments to the issuer under consideration
herein within the past 12 months.

ALTA Invest, investicijske storitve, d.d. and related entities may hold securities of the issuer in question herein.
STATEMENT OF FINANCIAL ANALYST

ALTA Invest, investicijske storitve, d.d. (eng. ALTA Invest, investment services, Inc.), and the undersigned financial analysts, responsible for the
monitoring of the issuer under consideration, declare that they have not received any kind of compensation that could affect the formulation of this
document or opinions expressed in this document. The recommendation has not been disclosed to anyone before it was publicly released.

Saso Stanovnik, Head of research. On the day of the public release, the author of the recommendation did not held securities of the
relevant issuer.

First release of the recommendation was performed on 10.05.2012.
Quarterly updates are planned for data, valuation, target price and recommendation.

OTHER INFORMATION

Other information about the services of ALTA Invest, investicijske storitve, d.d. and financial instruments, including general conditions for the provision
of services, price lists and other disclosures and information can be found at http://www.alta.si/,
http://www.alta.si/Organizacija_skupine/Ceniki pogoji in akti and http://www.alta.si/Osnove trgovanja/Razlaga financnih instrumentov.

ALTA Invest, investicijske storitve, d.d., Zelezna cesta 18, SI-1000 Ljubljana. Registered at the District Court of Ljubljana, Registration Number:
3710432000, ID for DDV: SI189931181, Share capital: 2,031,803.00 EUR.

The distribution and/or content of this document in other jurisdictions may be restricted or differently regulated by law, and the
reader should inform himself regarding any such restrictions. By accepting this document, the reader consents to be bound by the
foregoing instructions.
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