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FINANCIAL HIGHLIGHTS OF THE TRIGLAV GROUP
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credit rating.

The Triglav Group is the leading insurance/financ
' one of the leading groups in South-East Europe.

The Group’s key business pillars are:
insurance;
asset management;
banking; and
support activities for the three key financial pillars.
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INSURANCE |

The core business of the Trigla
pension and health insurance.

BUSINESS

ing non-life, life, supplementary voluntary

The insurance part of the Group en

- inSlovenia: Zavarovalnica Triglav
TriglavRe d.d.;

- abroad: insurance undertakings in th epublic, Croatia, Bosnia and Herzegovina, Mon-
tenegro, Serbia and the Former Yugoslav Republic of Macedonia.

vstvena zavarovalnica d.d. and Pozavarovalnica

The primary and most extensive line of business of the Triglav Group is insurance, including non-life,
life, supplementary voluntary pension and health insurance.

Asset management is the activity of Triglav DZU d.o.0., Triglav Nalozbe d.d. and Triglav nepremicnine
d.d. Their business involves investments in securities, real property and other instruments.

Banking is a strategically important business line of the Triglav Group that complements its offer
enables the development of bancassurance products and services. Zavarovalnica Triglav is a share
holder in Abanka Vipa, one of the largest Slovene banks.




The Triglav Group consists of the following companies: Associated companies of the Triglav Group:
» Abanka Vipa d.d.

 Skupna pokojninska druzba d.d.

« Triglavko d.o.o.

Controlling company:
» Zavarovalnica Triglav d.d.

Subsidiaries of the Triglav Group: » Tehnoloski center varne voznje Vransko d.o.o.
» Pozavarovalnica Triglav Re d.d. * Avrigo druzba za avtobusni promet in turizem d.d.
o Triglav Zdravstvena zavarovalnica d.d. » Nama trgovsko podjetje d.d.

- Zdravstveni center morje d.o.o.
e Triglav Osiguranje d.d. Intercement upravljanje nalozb d.o.o.
« Triglav BH Osiguranje d.d. Elan Skupina (Skimar) d.o.o.
- Autocentar BH d.o.o. ¢ InfoTVd.d.
- Unis automobilii dijelovi d.o.o. IF Prof Plus d.d.
- Sarajevostan d.d. Nacionalni biro osiguravaca Crne Gore
o Triglav Pojist'ovna a.s. ZIP Polara Invest Fond a.d.
* Lovéen Osiguranje a.d.
- Lovéen zZivotna osiguranja a.d.
- Lovéen avto d.o.o.
o Triglav Kopaonik a.d.o.
« Triglav Krajina Kopaonik a.d.
 Vardar Osiguruvanje a.d.
o Triglav INT d.d.
o Triglav DZU d.o.o0.
- PROF-IN d.o.o.
- Polara Invest d.d.
o Triglav Nalozbe d.d.
- Golf Arboretum d.o.o.
« Triglav penzijski fondovi a.d.
» TRI-PRO d.0.0.
- TRI-PRO BH d.o.0.
» ASTriglav d.o.o.
« Triglav nepremicnine d.d.
* Slovenijales d.d.
- Slovenijales trgovina d.o.o.

Goriske opekarne d.d.

Changes to the Triglav Group composition in 2010:

« In February 2010, after the General Meeting of Shareholders adopted a

resolution to wind up SPCP d.d. in a simplified procedure without liqui-

dation, Zavarovalnica Triglav d.d. received a decision of the District Court
of Ljubljana on the deletion of the company from the Companies Regis-
ter.

In February 2010, the procedure for the liquidation of Triglav Nether-

lands bwv., a 100%-owned subsidiary of Zavarovalnica Triglav d.d based in

the Netherlands, was completed. Due to a change in Dutch legislation it
was decided to dissolve the company, as it was no longer needed.

« After having analysed the performance of the branch office in Slovakia,
the Management Board of Zavarovalnica Triglav d.d. adopted a decision
to terminate its operations. The Company now sells insurance products
and services on that market directly in accordance with the FOS (free-
dom of services) principle.

+ In November 2010, Zavarovalnica Triglav d.d. established Triglav INT
d.d., to which Triglav intends to transfer the ownership shares in Triglav
Group subsidiaries.

* Gradis IPGl d.d. In accordance with the planned strengthening of Zavarovalnica Triglav’s
* Hotel Grad Podvin d.d. position in South-East Europe, the Management Board of the Company
 PHSC Stemarje d.o.o. signed an agreement to purchase a 9.9% share of the Albanian insurance
» THP Krona d.o.o. company Albsig, Sh. A,, Tirana. On 23 December 2010, the Supervisory

Board of Zavarovalnica Triglav agreed to the purchase of an additional
41.1% share of the same company, which will increase Triglav’s share in
the said Albanian insurance company to 51%.

FINANCIAL CALENDAR

CALENDAR OF FINANCIAL ANNOUNCEMENTS FOR 2011

Announcement of unaudited consolidated and unconsolidated financial statements for 2010 Wednesday 30 March 2011
Annual report of Zavarovalnica Triglav d.d. and the Triglav Group for 2010 Wednesday 13 April 2011
Statement of compliance with the Corporate Governance Code Wednesday 13 April 2011
Annual document Wednesday 13 April 2011
Results for the first quarter of 2011 Friday 27 May 2011

General Meeting of Shareholders of Zavarovalnica Triglav d.d. deciding on the distribution of accumulated profit Tuesday 14 June 2011

Decisions of the General Meeting of Shareholders of Zavarovalnica Triglav d.d. on the distribution of accumulated profit Wednesday 15June 2011
Unaudited semi-annual report of Zavarovalnica Triglav d.d. and the Triglav Group for 2011 Friday 26 August 2011
Results for the first three quarters of 2011 Friday 25 November 2011

* Announcement dates as planned. The actual dates may differ from the planned dates. Periodic announcements and other cost-sensitive data will be published on the Ljubljana
Stock Exchange information system SEOnet at www.ljse.si and on the official website of Zavarovalnica Triglav d.d at www.triglav.si.




SUBSIDIARIES AND ASSOCIATED COMPANIES OF THE TRIGLAV GROUP AS AT 31 DECEMBER 2010

Zavarovalnica Triglav d.d.,
Ljubljana

SHAREHOLDER
Z Inica Triglav + subsidiary

Subsidiary

AND THEIR CORRESPONDING SHARE OF VOTING RIGHTS

AS Triglav d.o.0., Ljubljana 100.00%

Triglav Pojist’ovna a.s., Brno 100.00%

Hotel Grad Podvin d.d., Radovljica 98.98%

Triglav Osiguranje d.d., Zagreb 99.59%

Triglav Krajina Kopaonik a.d., Banja Luka 99.86%

Pozavarovalnica Triglav Re d.d., Ljubljana 87.00%

Vardar Osiguruvanje a.d., Skopje 70.36%

Triglavko d.o.o0. 38.47%

Tehnoloski center varne voznje Vransko d.o.o. 25.01%

Triglav Zdravstvena zavarovalnica d.d., Koper  99.51%

Triglav Kopaonik a.d.o., Belgrade 94.49%

Triglav BH Osiguranje d.d., Sarajevo 78.71%

TRI-PRO d.0.0., Domzale 100.00%

Skupna pokojninska druzba d.d., Ljubljana 30.14%

Triglav INT d.d., Ljubljana 100.00%

Lovéen Osiguranje a.d., Podgorica 91.84%

Triglav DZU d.o.0., Ljubljana

Triglav penzijski fondovi a.d., Belgrade

—» Abanka Vipa d.d., Ljubljana 25.69%

Slovenijales d.d., Ljubljana

—» Nama trgovsko podjetje d.d., Ljubljana 38.99%

Triglav Nalozbe d.d., Ljubljana 92.42%

PHSC Stemarje d.o.0., Skofja Loka

THP Krona d.o.0., Skofja Loka 97.27%

Gradis IPGI d.d., Ljubljana 83.48%

Triglav nepremicnine d.d., Ljubljana 100.00%

Details on the companies within the Triglav Group are listed in Chapter 1 of the financial report.

Zdravstveni center morje d

Autocentar BH d.o.0., Sarajevo 78.71%
Sarajevostan d.d., Sarajevo 43.88%

Unis automobili i dijelovi d.o.o., Sarajevo 64.42%

TRI-PRO BH d.o.0., Sarajevo

Lovéen Zivotna osiguranja a.d., Podgorica 91.84%

Nacionalni biro osiguravaca Crne Gore, Podgorica 30.61%
Lovéen Auto d.o.o., Niksi¢ 91.84%

Polara Invest d.d., Banja Luka 68.08%
PROF-IN d.o.0., Sarajevo 60.31%
ZIF Polara Invest Fond a.d., Banja Luka 20.09%

IF Prof Plus d.d., Sarajevo

ABANCNA DZU druzba za upravljanje investicijskih skladov d.o.o. 25.43%
AFAKTOR financna druzba za faktoring d.o.o., Ljubljana 25.69%
ALEASING financiranje, svetovanije, trzenje d.o.o., Slovenj Gradec 25.69%
ANALOZBE 25.69%
ARGOLINA investicijski inZeniring d.o.o., Ljubljana 25.69%
ASA ABANKA Leasing d.o.o. 12.59%

Slovenijales trgovina

Elan Skupina d.o.0., Begunje 23.16%
Golf Arboretum d.o.o0., Domzale 74.02%
Info TV d.d,, Ljubljana 38.27%
Avrigo d.d., Nova Gorica 42.99%
Goriske opekarne d.d., Renke 43.83%

Intercement upravljanje nalozb d.o.o., Ljubljana 23.19%
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ADDRESS BY THE PRESIDENT OF THE MANAGEMENT BOARD

W e WM/

The Triglav Group to a great extent achieved the objectives set for the first year of the new 2010-2013

strategy period. With the active implementation of strategic guidelines and platforms, the indicators

of the preceding business year were turned around.

Our focus on the core insurance business, which plays an important

role in the new strategy, bore its first fruit: the core business of the
Triglav Group started generating profit. Net profit posted at the year
end amounted to EUR 26.6 million. Despite the economic crisis, develop-
ments in the Slovene banking sector and bad weather events, return on
equity before tax increased considerably - from -1.3% at the end of 2009
to 5.5% at the end of 2010.

Profitability of operations is the first priority of the new strategic guide-
lines. In line with the pursued vision, it was attained with competitive serv-
ices of high quality and effective risk management. We also successfully
maintained financial stability, as confirmed by the »A« long-term rating
and financial strength rating which Standard & Poor’s Ratings Services as-
signed to Zavarovalnica Triglav and the Triglav Group for the third consecu-
tive year. The daughter company Pozavarovalnica Triglav Re also retained
the same credit rating. These unchanged ratings are the highest assigned
to any financial institution in the Republic of Slovenia.

The process of insurance portfolio selection had a considerable impact
on improving the profitability of operations. Thanks to restructuring, the
quality of the portfolio improved, resulting in a decrease in the amount
of claims paid, while at the same time having a small negative impact on
premium growth.

The effects of the economic and financial crisis, rising unemployment

and falling purchasing power showed in all areas. The primary result was
reduced demand for accident, transport, life and credit insurance, classes
most vulnerable to fluctuations in purchasing power of households and
decreases in economic activity. In order to mitigate the negative impact of
the economic environment, we not only selected the existing portfolio, but
also redesigned several insurance classes, adapted in response to clients’
needs, paid more attention to risk assessment and underwriting, and cut
operating costs.

The resulting positive business trend was, unfortunately, not proportion-
ally reflected in the price of the Zavarovalnica Triglav share on the Ljubljana
Stock Exchange. Throughout the year, Triglav shares followed the Slovene
blue-chip Index, which reflected the unfavourable conditions on the Slov-
ene capital market.

ENCOURAGING FINANCIAL RESULTS AND SALES GROWTH IN
THE TRIGLAV GROUP

In 2010, the Triglav Group maintained income at the level of the preced-
ing year. The members of the Group collectively charged EUR 1.01 billion

in gross written premium for insurance and co-insurance and generated
EUR 946.2 million in net premiums earned. Gross operating expenses were
2% higher compared to 2009, whilst net claims incurred were as much as
9% lower. The latter decrease was mostly accounted for by Zavarovalnica
Triglav, with the improved quality of its insurance portfolio. An appropriate
reinsurance scheme buffered the consequences of higher claims paid due
to the severe storms and floods that occurred in Slovenia. The redesign-

ing of insurance products and boosting of sales activities yielded tangible
results: written premium increased in almost all Triglav Group subsidiaries,
with Triglav Krajina Kopaonik in the lead with a 16% increase, followed by
Triglav Zdravstvena zavarovalnica with an 8% rise. Triglav Osiguranje from
Croatia, Triglav Kopaonik in Serbia and Vardar Osiguranje in the Former
Yugoslav Republic of Macedonia each earned 2% higher income, whilst that
of Triglav Pojist’ovna remained at the 2009 level. Poor economic conditions
and the non-achievement of sales targets were the reasons behind a 7%
decrease of premium written by Lovéen Osiguranje, where recovery meas-
ures are already underway. In spite of a 3% decline in written premium,
Zavarovalnica Triglav retained its leading position in an increasingly com-
petitive and demanding insurance market in Slovenia.

In our assessment, Triglav’s daughter companies, mostly in South-East
Europe, achieved good growth of written premium. However, we are fully
aware that in order to tap the potential of these markets much more hard
work is needed on the development of insurance products and the adapta-
tion of business processes and their effectiveness. We also believe that our
achievements in 2010 represent an important step towards the implemen-
tation of the strategic goals set for the period up to 2013, when we plan
that Triglav Group subsidiaries will earn EUR 1.12 billion in gross written
premium, as well as having a 10% return on equity before tax and a profita-
bile operations of subsidiaries.

NEW STRATEGY FOR THE GOVERNANCE AND MANAGEMENT
OF SUBSIDIARIES

With the aim of making the most of development and market potentials

in South-East Europe, last November Zavarovalnica Triglav established the
holding company Triglav INT d.d., to which it will transfer the shareholdings
in its daughter insurance companies outside Slovenia. This newly founded
company will be opened to new institutional investors, whilst Zavaroval-
nica Triglav will retain at least 51% of the share capital. Studies which we
have carried out show that interest for such an investment exists among
institutional investors, as they continue to see development opportunities
in the region. At the same time, this means that competition in the mar-
kets of South-East Europe will become even fiercer in the coming years. By
establishing a strong holding as an umbrella company, Triglav has respond-
ed vigorously to these challenges.

CORPORATE SOCIAL RESPONSIBILITY AS A VALUE BUILT INTO
ALL BUSINESS SEGMENTS

Corporate social responsibility has been placed at the core of the Triglav
Group’s activities and defined as one of its three fundamental values. For
us, responsibility to the social environment represents the basis of sustain-
able development. We wish to live actively with the environment in which
we operate and contribute to positive changes for both people the natural
environment. Therefore, the parent company launched a strategic corpo-
rate social responsibility project, consolidating the existing activities and
laying long-term guidelines in this field.



We are convinced that responsible dialogue is the right way towards com-

mon growth. Nurturing traditional support for the environment through
sponsorships and donations is now increasingly accompanied by long-term
and responsible partnership building. Thanks to such a partnership, we
cleaned the high mountain ranges of Slovenia in a popular drive entitled
»Let’s clean the mountains«. Prevention activities directly relate to our mis-
sion - building a safer future - and are therefore further strengthened and
developed.

The adoption of the Code of Good Business Practice of Zavarovalnica Triglav
is strategically important - it has upgraded our responsibility to both the in-
sureds and business partners. The code, which is binding on all employees,
lays down ethical standards for each type of conduct, business decision and
contact. By caring for our employees, encouraging their development and
responding to their needs, including the balancing of family life and career,
we boost their satisfaction, professionalism and motivation.

FUTURE GOALS CAN BE REALISED

The insurance industry has a high level of development potential, and it

is on this premise that we defined our strategic goals for the period from
2010 to 2013. At the same time, long-term trends and development sce-
narios suggest many sudden changes in this industry. Providing timely and
successful responses to these changes is one of the basic duties that the
Management Board of Zavarovalnica Triglav has set for itself.

ADDRESS BY THE PRESIDENT OF THE MANAGEMENT BOARD

With the active implementation
of strategic guidelines and
platforms, the indicators of the
preceding business year were

turned around.

Our intention is to retain, consolidate and develop the position of the
Triglav Group as one of the largest insurance groups in South-East Europe.
Bearing in mind this goal, in the existing markets we are redesigning proc-
esses, streamlining costs, developing and upgrading insurance products,
improving loss adjustment and expanding sales channels. Moreover, we
are entering the emerging Albanian market, where we have acquired a
9.9% share in the insurer Albsig Sh. A. in Tirana, a share that we plan to
increase further by 2015.

The future success of the Triglav Group is being built by highly-qualified
and motivated employees. | would like to personally thank each and every
one of them for the commitment and contribution made so far. | also
extend my sincere thanks to my colleagues on the Management Board of
Zavarovalnica Triglav, and to the management of our daughter companies
and regional units.

In 2011, we have jointly set new, clear and ambitious strategic goals, in
harmony with the changing economic environment in this region and
globally. Our achievements from the past year prove that these goals can
be realised.

Matjaz Rakoﬁ W

President of the Management Board of Zavarovalnica Triglav
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2. REPORT OF THE SUPERVISORY BOARD

REPORT OF THE SUPERVISORY BOARD OF ZAVAROVALNICA TRIGLAV ON THE EXAMINATION OF THE

ANNUAL REPORT OF ZAVAROVALNICA TRIGLAV AND THE TRIGLAV GROUP FOR 2010

AND

THE OPINION OF THE SUPERVISORY BOARD ON THE ANNUAL INTERNAL AUDIT REPORT FOR 2010
BY THE INTERNAL AUDIT DEPARTMENT OF ZAVAROVALNICA TRIGLAV FOR 2010

2.1 INTRODUCTION

Pursuant to Article 282 of the Companies Act (ZGD-1, Official Gazette of
the RS, no. 42/2006 et. seq.) and the fourth paragraph of Article 165 of
the Insurance Act (ZZavar, Official Gazette of the RS, no. 13/2000 et. seq.),
the Supervisory Board hereby presents the report on the examination of
the Annual Report of Zavarovalnica Triglav and the Triglav Group for 2010
(hereinafter: the Report) and its opinion on the Annual Internal Audit
Report for 2010.

The findings of the Supervisory Board are based on the supervision of the
operations of Zavarovalnica Triglav in 2010 and the examination of the Au-
dited Annual Report of Zavarovalnica Triglav for 2010. According to Article
76 and pertaining to Article 159 of the Insurance Act, the reports and opin-
ions by the chartered actuaries for non-life and life insurance business are
integral parts of the audited Annual Report of the Triglav Group for 2010.

The Report also includes the opinion of the Supervisory Board regarding
the adequacy of the work of the Internal Audit Department in 2010.

2.2 GENERALINFORMATION

SUPERVISORY BOARD IN 2010

In 2010, the Supervisory Board was made up of the following members:
= BorutJamnik, Chairman, shareholder representative,

«  Uros Slavinec, Vice Chairman, shareholder representative,

- Anton Ribnikar, member, shareholder representative,

»  Aljosa Valentinci¢, member, shareholder representative,

»  Igor Mihajlovi¢, member, shareholder representative,

«  Vladimir Ursi¢, member, shareholder representative?,

«  Branko Gorjan, member, employee representative,

«  Boris Gabor, member, employee representative and

«  Peter Celar, member, employee representative.

In 2010, the Supervisory Board held eleven sessions.

The Supervisory Board has two committees: the Audit Committee, re-
quired according to the legislation in force, and the Compensation and
Appointments Committee.

AUDIT COMMITTEE

In 2010, the Audit Committee was made up of the following members:
Uros Slavinec as Chair and Aljosa Valentincic, Anton Ribnikar, Barbara

Nose?and Branko Gorjan as members. The Audit Committee had nine
meetings in 2010.

The duties and competences of the Audit Committee are set out in the
Companies Act, the Rules of Procedure of the Supervisory Board, Rules of
Procedure of the Audit Committee and the Supervisory Board’s resolu-
tions. In 2010, the Audit Committee:

- monitored and discussed the financial reporting processes, internal
control systems, reports and recommendations by the Internal Audit
Department, risk management systems and the external audit of an-
nual and non-consolidated and consolidated financial statements;

- helped identify the most important areas for audit by the Internal
Audit Department;

- proposed to the Supervisory Board the candidate for the auditor of
the annual report of the Company for 2010;

- evaluated the drawing up of the non-consolidated and consolidated
annual reports for 2009 and drafted the relevant proposal for the
Supervisory Board; and

- regularly reported on its work at the sessions of the Supervisory
Board.

With the aim of providing continuous improvements and higher qual-
ity the Audit Committee carried out a self-assessment of its activities in
2010.

COMPENSATION AND APPOINTMENTS COMMITTEE

In 2010, the Compensation and Appointments Committee had the follow-
ing composition: Borut Jamnik as Chairman, Igor Mihajlovi¢, Boris Gabor
and Sreco Jadek® as members. In 2010, the Compensation and Appoint-
ments Committee had five meetings.

The duties and competences of the Compensation and Appointments
Committee are set out in the Rules of Procedure of the Supervisory Board
and the Supervisory Board’s resolutions. In 2010, amongst other activities,
the Compensation and Appointments Committee:

- inaccordance with the Act Regulating the Income of Managers of
Companies owned by the Republic of Slovenia and Self-Governing
Local Communities (hereinafter: ZPPOGD) considered draft service
agreements with the Management Board members as determined by
Article 6 of ZPPOGD and submitted its relevant opinion to the Super-
visory Board;

- regularly reported on its work at the sessions of the Supervisory
Board.

1 On the basis of an irrevocable resignation, the term of office of Mirko Miklav¢i¢ on the Supervisory Board was terminated on 25 September 2009. On 28 June 2010 the General Meeting
of Shareholders appointed Vladimir Uric in his stead, with the term of office from the date of appointment until 7 April 2013.

2 Barbara Nose was appointed to the said committed of the Supervisory Board as an outsourced independent expert, not a member of the Supervisory Board.

3 Sreco Jadek was appointed to the said committed of the Supervisory Board as an outsourced independent expert, not a member of the Supervisory Board.
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2.3 THE SUPERVISORY BOARD’S OPERATIONS IN
2010 AND THE SCOPE OF ITS SUPERVISION OF
THE COMPANY’S GOVERNANCE

The operations of the Supervisory Board and the scope of its supervision of
the Insurance Company’s governance in 2010 are described on the basis of
the supervision it carried out in 2010, in accordance with its competences.

The Supervisory Board is in charge of supervising the operations of the
Insurance Company and other tasks in its competence in compliance with
the Companies Act (ZGD-1), the Insurance Act (ZZavar), the Articles and
Memorandum of Association of Zavarovalnica Triglav, the Rules of Proce-
dure of the Supervisory Board and the Corporate Governance Code. The
Rules of Procedure of the Supervisory Board, published on the website of
the Company, stipulate its methods and organisation of work.

Within the scope of its competence it may examine securities held in
custody, the petty cash book, accounting records and similar documents
of the insurance company which contain facts that provide information
about its business conduct. The Supervisory Board approves the Manage-
ment Board’s proposals regarding the business policy, financial budget,
internal control system organisation and framework annual work pro-
gramme of the Internal Audit Department and carries out other tasks
pursuant to the legislation in force.

a.  Within the scope of its principal competencies, in 2010 the Supervi-
sory Board:

- adopted the Triglav Group Strategy for the 2010-2013 period;

- adopted the Business Policies and Business Plans of the Triglav Group
for 2010 and 2011;

- approved the Annual Audit Plans of the Internal Audit Department
for 2010 and 2011;

- adopted the Medium-Term Audit Plan of the Internal Audit Depart-
ment for the 2010-2012 period;

- adopted the Annual Report on Internal Audits in 2009 by the Internal
Audit Department (IAD);

- adopted the audited Annual Report of Zavarovalnica Triglav for 2009
and the audited Annual Report of the Triglav Group for 2009, as well
as the Supervisory Board’s report on the examination of the Annual
Report of Zavarovalnica Triglav and the Triglav Group for 2009 and its
Opinion on the Annual Internal Audit Report for 2009 by the Internal
Audit Department of Zavarovalnica Triglav;

- proposed to the General Meeting of Shareholders of Zavarovalnica
Triglav the appointment of the auditors for 2010 and approved the
resolution proposed to the General Meeting of Shareholders for the
distribution of profits as at 31 December 2009, for the amendments
to the Articles and Memorandum of Association and for the agenda
for the 34" General Meeting of Shareholders of the Company;

- adopted the amendments and supplements to the Rules of Procedure
of the Supervisory Board;

- adopted the amendments and supplements to the Management
Board Articles;

- approved the Governance Policy of Zavarovalnica Triglav;

- approved the Money Laundering And Prevention of Financing Terror-
ism Policy of Zavarovalnica Triglav;

- took note of the findings and requirements of the Insurance Supervi-
sion Agency and other supervisory bodies following their scrutiny of
Zavarovalnica Triglav;

- rescinded the resolution on the appointment of Bostjan Vovk and Blaz
Brodnjak as members of the Management Board.

Regarding supervision of the Insurance Company’s business conduct
in 2010, the Supervisory Board:

took note of reports on the operations of Zavarovalnica Triglav and
members of the Triglav Group;

took note of reports on capital adequacy, reports on the maturity
structure of long-term business funds and assets backing liabilities
and reports on estimated asset sensitivity which bear influence on
capital adequacy;

took note of the IAD’s reports on internal audits;

took note of support assurances given to the auditors;

took note of the IAD’s reports on internal audits in subsidiaries;

took note of reports on the implementation of a recovery plan in
Triglav Osiguranje from Zagreb;

took note of the compliance of asset structure with the target alloca-
tion of non-life insurance of Zavarovalnica Triglav and on Zavaroval-
nica Triglav’s exposure to concentration risk;

took note of Zavarovalnica Triglav’s balance sheet stress test results,
capital adequacy measurement results based on the Fourth Quantita-
tive Impact Study (QIS4) and capital adequacy measurement results
based on the S&P model;

took note of a report on the results of the Fifth Quantitative Impact
Study (QIS 5) for Solvency II;

passed the Quality Management and Improvement Programme of
IAD Functioning for 2010 and 2011 and took note of the appointment
of a new director of the IAD;

took note of a report on the implementation of the new governance
concept in subsidiaries;

took note of an overview of measures aimed at improving the cost
effectiveness of Zavarovalnica Triglav;

took note of an overview of major pending legal actions in Triglav
Group members;

took note of the management of Zavarovalnica Triglav’s equity hold-
ing in Abanka Vipa;

took note of developments in a dispute between Istrabenz and Zavar-
ovalnica Triglav;

took note of information on Zavarovalnica Triglav’s holding in Poteza
Adriatic Fund;

took note of developments in a legal action regarding receivables
against the subsidiary Slovenijales;

discussed reports by the Audit Committee and the Compensation and
Appointments Committee; and

took note of other information regarding Zavarovalnica Triglav and
the Triglav Group.

Within the scope of the Supervisory Board’s competence, set out in its
Rules of Procedure, to approve the decisions by the Management Board
concerning the foundation of companies with share capital in Slovenia
and abroad where the initial investment exceeds EUR 2,500,000, the
acquisition or sale of shareholdings or participations in domestic or
foreign companies in excess of EUR 2,500,000 per company over a
period of one year, the issuing of debt securities and long-term borrow-
ing from domestic or foreign banks above EUR 2,500,000 over a period
of one year and the acquisition, sale of, or investment in real property
where the sales price or investment value exceeds EUR 2,500,000 over
a period of one year, in 2010 the Supervisory Board approved the par-
ticipation of Zavarovalnica Triglav in raising the share capital of Triglav
Osiguranje from Zagreb, Lovéen Osiguranje from Podgorica and Triglav
Nalozbe, as well as the acquisition of an additional 41.107% equity
holding by Zavarovalnica Triglav in Albsig Sh.a. from Tirana.



The Supervisory Board approved the Prospectus for the Admission of
the Shares of Zavarovalnica Triglav d.d. with Designation ZT02 to the
Official Market. On the basis of approval, the shares were issued in
20009.

d. Other major actions of the Supervisory Board in 2010 included:

- approval of the service agreements with Management Board mem-
bers in compliance with Article 6 of ZPPOGD and its subsequent
amendments.

e. Major requests, recommendations and/or warnings of the Supervi-
sory Board in 2010:

- request to the Management Board to present a capital adequacy
report at each Supervisory Board session, as required by the Insurance
Act;

- request to the Management Board to produce regular reports on the
operations of Triglav Group members within 60 days of the end of
each quarter;

- request to the Management Board to formulate an action plan with
regard to the functioning of the IADs of subsidiaries abroad, specify-
ing duties, project managers and deadlines, and to report thereon;

- request to the Management Board to follow up the findings resulting
from consultative duties of the IAS by defining concrete measures,
project managers, deadlines and actions regarding supervision in
subsidiaries, and to gain insight into the functioning of their Audit
Committees;

- request to the Management Board to report on the implementation
of recommendations from the 2008 Letter to the Management and
follow up the recommendations from the 2009 Letter to the Man-
agement;

- request to the Management Board to report to the Supervisory
Board on the implementation of the new governance concept in
subsidiaries;

- request to the Management Board to prepare a project design with
regard to the method of managing the Triglav Group through Triglav
INT;

- recommendation to the Management Board to be more active in the
management of the equity holding in Abanka Vipa;

- request to the Management Board to report to the Supervisory Board
on the Letter to the Management immediately after its receipt;

- request to the Management Board to produce a report on the state of
play regarding contracts with outsourced insurance agents/brokers;

- request to the Management Board to produce a report on major loss
events occurring in subsidiaries;

- request to the Management Board to cancel a subordinated loan to
Triglav Osiguranje from Zagreb after having raised the share capital of
that company;

- request to the Management Board to report to the Supervisory Board
at its every session on the implementation of objectives set out in the
Study on Future Operations of Lovéen Osiguranje from Podgorica, and
to define backup scenarios in the case of potential non-achievement.

2.4 SELF ASSESSMENT

The Supervisory Board has three committees: the Audit Committee, the
Compensation and Appointments Committee and the Strategy Com-
mittee, which was established in 2011. Both the Chairman of the Audit
Committee and the Chairman of the Compensation and Appointments
Committee regularly reported on their commissions’ work to the Supervi-
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sory Board at its sessions. The Supervisory Board discussed the decisions
and reports of the two committees and on that basis passed appropriate
resolutions.

The Supervisory Board involves in its work all of its members, whose at-
tendance at sessions and active participation in discussions and in making
decisions contribute to the effective implementation of the tasks within
the competence of the Supervisory Board. The Rules of Procedure of the
Supervisory Board include rules on conduct in the case of actual or po-
tential conflict of interest and a requirement from the Supervisory Board
members to once a year, upon any replacement or change, submit to the
Supervisory Board their statements of independence and loyalty in accord-
ance with the Corporate Governance Code, which Zavarovalnica Triglav
has published on its website. In order to avoid any conflict of interest, the
Supervisory Board in 2009 made a recommendation requiring from its
members not to serve at the same time as members on the supervisory
and management boards of the companies within the Triglav Group.

The Supervisory Board is of the opinion that its cooperation with the Man-
agement Board is appropriate and in compliance with the legislation and
good practice. To the best of its knowledge, the Supervisory Board was
informed about all of the events which are material and necessary for as-
sessing the situation and consequences of the governance of the Company
and for the supervision of its operations. The Supervisory Board regularly
followed how its resolutions were being implemented. Together with the
Management Board, in 2010 the Supervisory Board passed the Govern-
ance Policy of Zavarovalnica Triglav and amended it in 2011. This policy
lays out the main guidelines for the governance of the Company and takes
into account its long-term objectives, including the definition of the role
and functioning of the Supervisory Board and its committees.

In view of the above, the Supervisory Board is of the opinion that its own
work and the work of its two committees which were active in 2010 was
successful.

The Supervisory Board is of the opinion that its composition is adequate in
terms of the size, business and objectives of Zavarovalnica Triglay, that the
(in)dependence of its members is also adequate according to the Corpo-
rate Governance Code and that its members have the appropriate exper-
tise, experience and skills required for membership in supervisory boards,
enabling the Supervisory Board to adopt decisions of good quality. Follow-
ing the irrevocable resignation of Mirko Miklavcic, on the basis of which
his term of office was terminated on 25 September 2009, the Supervisory
Board, for the purpose of drafting a proposal for the General Meeting of
Shareholders, completed the procedure for appointing another member as
his substitute.

2.5 OPINION ON THE ANNUAL INTERNAL AUDIT
REPORT FOR 2010

Pursuant to the 3" paragraph of Article 165 of the Insurance Act (ZZavar),
the Annual Internal Audit Report for 2010 was submitted to the Supervi-
sory Board, containing a report on the implementation of the annual work
programme and a summary of material audit findings.

On the basis of the Annual Internal Audit Report for 2010, approved at
its 1t session on 10 February 2011, the Supervisory Board hereby estab-
lishes that the Internal Audit Department (IAD) carried out its duties in
accordance with the IAD’s Annual Work Programme for 2010, passed by
the Management Board and approved by the Supervisory Board, as well
as in accordance with the Management Board’s decisions on extraor-
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dinary audits. In 2010, the IAD carried out the planned regular audits

of the operations of Zavarovalnica Triglav and of the companies of the
Triglav Group, as well as extraordinary audits of the operations of Zavar-
ovalnica Triglav and one extraordinary audit in a Triglav Group company.
Furthermore, the IAD realised its advisory and other auditing duties
(recommendations follow-up, reporting to the Management and Super-
visory Boards or Audit Committee, participation and other activities).
The findings and observations of the IAD resulting from individual audits
were communicated to the officers in charge, together with recommen-
dations on the elimination of deficiencies. The IAD reported quarterly on
the implementation of its work programme and on recommendations
to the Audit Committee and/or the Supervisory Board. In 2010, the IAD
mapped out the Quality Management and Improvement Programme

of IAD Functioning in Zavarovalnica Triglav for 2010 and 2011, which
defines activities aimed at bringing quality improvements in the Internal
Audit Department.

The members of the Supervisory Board and its Audit Committee in
2010 oversaw the work of the IAD on the basis of its individual, quar-
terly, semiannual and annual reports. In line with the Supervisory
Board’s recommendation to reinforce staffing, more staff were as-
signed to the Internal Audit Department of Zavarovalnica Triglav in
2010, which enabled the department to perform audits in a greater
scope. The transfer of minimum internal auditing standards to Triglav
Group members continued, which will bring about more effective inter-
nal auditing in these companies. With the aim of improving the quality
of the IAD’s work in the future, based on quality assessment results and
the Quality Management and Improvement Programme of IAD Func-
tioning, focus will be primarily placed on developing its work methods
and increasing the expertise and professional skills of the department’s
employees.

Based on the above ascertainments, the Supervisory Board is of the opin-
ion that the Internal Audit Department operated in line with its Annual
Work Programme for 2010 and significantly contributed to the better
functioning of internal controls and to more appropriate risk manage-
ment, thanks to its audits of the operations of the Company and the defi-
ciencies it discovered.

2.6 FINDINGS OF THE SUPERVISORY BOARD
REGARDING THE OPERATIONS OF
ZAVAROVALNICA TRIGLAV IN 2010

On the basis of the supervision of operations carried out in 2010 and the
review and examination of the Annual Report for 2010, the Supervisory
Board hereby establishes that despite the economic crisis, developments
in the Slovene banking sector and bad-weather events Zavarovalnica
Triglav in 2010 realised most of its business objectives.

In the reporting year, Triglav Group members posted a total of

EUR 1,013.6 billion in gross written premium, in which EUR 721.3 mil-
lion was accounted by the controlling company. The economic and
financial crisis, rising unemployment and falling purchasing power re-
sulted in the lower achievement of sales plans, since demand for some
insurance products declined. An additional loss of planned premium
income resulted from the insurance portfolio selection and intense
measures taken to mitigate poorer insurance technical result. Thanks
to restructuring, the quality of the portfolio improved and the amount
of claim paid decreased, while a small negative impact on premium
growth was also sustained.

The profit before tax disclosed by Zavarovalnica Triglav and the Triglav
Group in 2010 amounted to EUR 32.1 million and EUR 26.6 million respec-
tively. A 5.5% return on equity before tax of the Triglav Group was achieved
in 2010 (vs. -1.3% at the end of 2009). Combined ratio in non-life insur-
ance, which shows the profitability of operations, was 92% (vs. 104.0% in
2009). The year-end profit was adversely affected by the financial crisis
and developments in the banking sector. The state of capital markets had
a negative impact on the value of certain assets of Zavarovalnica Triglav,
which led to their due impairment.

The credit rating agency Standard & Poor’s confirmed on 25 November
2010 its »A« rating of Zavarovalnica Triglav and the Triglav Group, with a
stable outlook in the medium term. At the same time, it confirmed the
same rating of the daughter company Pozavarovalnica Triglav Re, a rating
first assigned in 2009, also with a stable outlook in the medium term. This
represented the accomplishment of one of the major objectives set out in
the Triglav Group’s Strategy.

In 2010, the Supervisory Board was equally informed about the operations
of the Insurance Company’s subsidiaries.

The findings of the Supervisory Board are also based on the following:

« apositive opinion of a chartered actuary for non-life insurance business,

« apositive opinion of a chartered actuary for life insurance business; and

« the Annual Report on Internal Audits by the Internal Audit Department
for 2010.

The Supervisory Board has no objections to the above reports.

2.7 ANNUAL REPORT

The Management Board submitted to the Supervisory Board on 12 April
2011 the audited Annual Report of Zavarovalnica Triglav for 2010 and the
audited Annual Report of the Triglav Group for 2010.

The Supervisory Board and the Audit Committee discussed the audited
Annual Report of Zavarovalnica Triglav for 2010 and the audited An-

nual Report of the Triglav Group for 2010 at its sessions held on 12 April
2011 and 3 May 2011. The Supervisory Board ascertained that the an-
nual reports had been prepared within the legally prescribed period and
submitted to the appointed auditor. The Annual Report of Zavarovalnica
Triglav for 2010 was audited by the audit firm KPMG Slovenija, podjetje za
revidiranje d.o.o., which on 11 April 2011 issued a positive opinion on the
Annual Report of Zavarovalnica Triglav for 2010 and on the Annual Report
of the Triglav Group for 2010.

During the discussion of the annual reports of Zavarovalnica Triglav and
the Triglav Group the auditor’s Letter to the Management was presented
to the Supervisory Board and the Audit Committee. The certified auditor
who signed the annual reports attended the discussions of the Superviso-
ry Board and the Audit Committee of the said annual reports and provided
the required additional explanations.

The certified auditor established that in 2010 significant progress and
improvement were made in the framework of the Triglav Group. The qual-
ity of data was improved in terms of compliance and consistency of the
data and information verified for the purpose of calculating the insurance
technical provisions of Zavarovalnica Triglav’s subsidiaries. In all material
aspects the financial statements and the data used in accounting report
disclosures were compiled in accordance with the financial standards in
force in the countries in which subsidiaries operate and/or necessary ad-
justments were made to International Financial Reporting Standards. All



subsidiary insurance companies set aside sufficient insurance technical
provisions. In some subsidiaries the auditor was still faced with delays in
the delivery of reporting packages, which is why the risk of delays in pre-
paring financial statements in the Triglav Group persists.

On the basis of detailed examinations, the Supervisory Board established
that the Annual Report of Zavarovalnica Triglav for 2010 and the Annual
Report of the Triglav Group for 2010, as produced by the Management
Board and audited by the chartered auditor, had been prepared in a clear
and transparent manner and that they give a true and fair view of the
assets, liabilities, financial standing and profit of Zavarovalnica Triglav and
the Triglav Group.

Without expressing any reservations to their opinion, the chartered audi-
tors of KPMG Slovenija, podjetje za revidiranje, d.o.o. pointed to the incom-
pliance of the financial statements of Zavarovalnica Triglav and the Triglav
Group with the stipulations of the Insurance Act. Zavarovalnica Triglav and
the Triglav Group disclose equalisation provisions in their financial state-
ments in accordance with International Financial Reporting Standards as
adopted by the EU, i.e., among reserves under the equity. Had the financial
statements been prepared in line with the stipulations of the Insurance
Act, equalisation provisions would have decreased profits and would have
been disclosed under insurance technical provisions.

In line with the above findings, the Supervisory Board expresses no objec-
tion to the positive opinion given by the chartered audit firm KPMG Slov-
enija, podjetje za revidiranje d.o.o., stating that the financial statements

in all material aspects give a true and fair view of the financial standing of
Zavarovalnica Triglav as at 31 December 2010, and of its profit and cash
flow for the year then ended, in accordance with International Financial
Reporting Standards as adopted by the EU.

The Supervisory Board expresses no objection to the positive opinion given
by the chartered audit firm KPMG Slovenija, podjetje za revidiranje d.o.o.,
stating that the financial statements of the Triglav Group give a true and
fair view of its financial standing as at 31 December 2010, and of its profit
and cash flow for the year then ended, in accordance with International
Financial Reporting Standards as adopted by the EU.

REPORT OF THE SUPERVISORY BOARD

Based on its findings, the Supervisory Board hereby approves the audited
Annual Report of Zavarovalnica Triglav for the Year Ended 31 December
2010 and the audited Annual Report of the Triglav Group for the Year
Ended 31 December 2010.

2.8 PROPOSED DISTRIBUTION OF ACCUMULATED
PROFITS

The Supervisory Board also studied the proposal for the distribution of
accumulated profits as at 31 December 2010, subject to final approval by
the General Meeting of Shareholders of Zavarovalnica Triglav, and gave its
full consent to the following resolution on the distribution of accumulated
profits proposed by the Management Board:

»Accumulated profits as at 31 December 2010 totalled

EUR 268,633,571.25 and shall be distributed as follows:

- EUR160,000,000.00 shall be allocated to other profit reserves,

- thedistribution of the remaining amount of EUR 108,633,571.25 of
profits shall be decided in the following years.«

The Supervisory Board hereby proposes to the General Meeting of Share-
holders that it give a discharge to the Management Board for its opera-
tions in 2010.

owé

Borut Jamnik
Chairman of the Supervisory Board

In Ljubljana, 3 May 2011

A
17






p achieves its business objectives
bfessionalism of its financial services,
d on its highly-qualified employees.

e driving force of the professional
0f financial services in the environment

Perates.




erty insurance for individuals

lals, fire and home insurance,
surance, and earthquake

property and interest in
hotovoltaic) power plants was
surance, new products were
al results.




ring
at all

With TS e upgrading of existing ones, in 2010
Triglayes onal and business property.

ine vessel owners and aircraft owners
hge was adapted to new risks.

ce was expanded and the risk life
ed insurance product for athletes
hk account holders were developed.

Iriglav manages the life insurance ot allpolicy holders with the new [T-Life
information system.



w‘



Triglav’s understanding of the
future is integrated into all its
insurance products.

To be innovative, Triglav must keep both feet on

the ground and fully consider the future risks from
which it must protect its clients.

Consideration must be given to both current and
future economic, political and technological change,
as well as to new life habits and demands.

Triglav’s product range changes in accordance

with the company’s perspectives and assessment

of potential events, gains, losses, risks and
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3. STRATEGY AND PLANS OF THE TRIGLAV GROUP

The adoption of the Triglav Group Strategy for the 2010-2013 period, which was confirmed by the
Supervisory Board in June, marked one of the most important events in 2010. The Group redefined
its basic medium-term strategy guidelines, laid down its strategic goals and set out activities for their
realisation. The Strategy will offer an answer to the changes which will affect the industries in which

the Triglav Group operates.

3.1 MISSION

We are building a safer future.

3.2 VALUES

The companies of the Triglav Group are centred around three common values which underline the
Group’s daily operations, personal relations and relations with the environment:

PROFESSIONALISM

The Triglav Group achieves its business objectives through the professionalism of its financial serv-
ices, which are supported by the professional attitude of its employees. The Group is the driving force
of the professional development of financial services in the environment in which it operates.

SECURITY
Effective risk management is used to provide for the security of operations. We offer high-quality
financial products and services which improve the financial security of our clients.

CORPORATE SOCIAL RESPONSIBILITY

The sustainable development of the Group (balancing human resources, environmental awareness
and profitability) is based on corporate responsibility, which we implement as a combination of eco-
nomic, legal, ethical and philanthropic responsibility.

3.3 VISION

Our business operations are profitable and secure. The sources of profit growth are competitive, high
quality services, effective risk management and the financial stability of the Triglav Group, which

will serve to maintain the »A« rating received from an established credit rating agency. Members of
the Triglav Group achieve higher levels of reputation than their competitors and are distinguished by
comprehensive insurance/financial services offered through modern sales channels. The Group has

a well regulated and efficient management system and follows the principles of modern organisa-
tion in all areas of business. Our dedicated, highly-qualified employees are the basis of the Group’s
sustainable development.

3.4 TRIGLAV GROUP IN THE 2010-2013 STRATEGY PERIOD

Focusing on insurance as the core The focus on insurance as the main activity and the creation of an effective management system for
the Triglav Group are at the heart of our strategic direction. Long-term development trends and sce-
narios show that the Group operates in attractive lines of business, although many abrupt changes
can be expected in the next 15 years. We believe our activities have substantial synergy potential and
plan to exploit this more efficiently in the future.

business and ensuring effective
governance of the Triglav Group are

. ) .
at the forefront of Trlglav > strateglc The Triglav Group is one of the largest insurance/financial groups in South-East Europe, its key mar-

orientation. ket. In insurance, the Group ranks number one in Slovenia, the Western Balkans* and South-East
Europe®. Despite still being largely underdeveloped in terms of economy and finance/insurance,
these markets are attractive because of their growth potential in the future, as is evident by strong
international competition.

4 Western Balkans comprise Croatia, Serbia, Bosnia and Herzegovina, Montenegro, the Former Yugoslav Republic of Mac-
edonia, Kosovo and Albania.

5 South-East Europe comprises Slovenia, the Western Balkan countries, Bulgaria and Romania.



We estimate that in the period up to 2013, the Group’s business results will be affected by:

- economic stagnation in all key markets and frequent economic turbulence;

- changes in consumer behaviour (stagnation of purchasing power, the need to decrease house-
hold, company and state indebtedness);

- strong competitors focusing on gaining market shares in South-East Europe.

Despite these factors, the Triglav Group has set very ambitious goals for the period up to 2013. At the
end of the strategy period the Group plans to have a 10% return on equity and EUR 1.1 billion of writ-
ten premium. According to the plans, the combined ratio - a measure of core business profitability -
will reach 98.7%, the Group will employ 5,000 staff and all subsidiaries will operate at a profit.

3.4.1 Key strategic directions

The Group’s key strategic directions (strategic themes) include:

- creating an efficient Group management system;

- optimising business processes and ensuring appropriate staffing;

- achieving profitability of operations and increasing the total value of the Group;

- developing alternative sales channels;

- entering new key projects with a profitability rate higher than the target ROE of the Group in
2013.

3.4.2 Strategic objectives of the Triglav Group

On the basis of cause and effect, concrete strategic objectives were grouped into four levels, i.e.,
activity areas of the strategic map. With regard to its strategic objectives, the Group developed a
balanced scorecard with projections until 2013, which will be used to measure the delivery of the
strategy. The indicators are linked to concrete strategic activities.

1. Level 1: Employees, knowledge and learning

- successful adaptation of the number and structure of employees to the demands of process and
organisation reengineering

- enhancing staff mobility and internationalisation

- development and retention of key staff with high potential

- redesign of organisational culture in line with the process reorganisation in the Group

- increase of the variable part of remuneration for successful individuals

2. Level 2: Processes and organisation

- finalisation of the IT-Build and IT-Life projects, including changes in processes and organisation

- implementation of the data warehouse and the CRM system

- implementation of the business process management system

- implementation of the corporate governance management system and key internal controls for
the Group

- compliance of operations with Solvency Il requirements

3. Level 3: Clients

- comprehensive overview of the policyholder and an upgraded, modern credit system (policy-
holder card)

- development of efficient client loyalty programmes

- increase in the number of active policyholders

- comprehensive insurance/financial services offered through modern sales channels

- arankamong the top 3 insurance companies in the region

4. Level 4: Finances

- profitability and cost efficiency

- optimised balance sheet structure according to the requirements of Solvency Il and the »A« rat-
ing from Standard & Poor’s

- positive underwriting result of the Group

- efficient claims administration system

STRATEGY AND PLANS OF THE TRIGLAV GROUP

Concrete strategic objectives were
grouped by cause and effect into
four levels, i.e. activity areas of
the strategic map. With regard to
its strategic objectives, the Group
developed a balanced scorecard
with projections until 2013,
which will be used to measure
the realisation of the strategy. The
indicators are linked to concrete

strategic activities.
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The impacts of the financial crisis
were coupled with devastating
weather events, which, due to
prudent risk assessment and
underwriting as well as appropriate
reinsurance, had no significant
impact on the business result of the

Triglav Group.

3.5 DEVELOPMENT STRATEGY OBJECTIVES OF THE TRIGLAV GROUP
ACHIEVED IN 2010

Despite the economic crisis and unpredictable weather events which significantly influence our oper-
ating conditions the Group managed to reach many of its objectives.

Deviations from the planned sales results were a consequence of the economic crisis and growing
unemployment, which caused a decline in the demand for certain insurance products (accident,
transport, life and credit insurance). The existing portfolio was restructured in line with the main
strategic direction, i.e., the focus on the profitability of operations. Professional rules and actuarial
calculations have been duly respected. The restructuring of the portfolio improved its quality, re-
duced the amounts of claims paid and negatively impacted premium growth.

Tough economic circumstances and conditions in the countries of South-East Europe caused some
subsidiaries of the Triglav Group to achieve poorer business results than planned. In response to the
changed circumstances and new conditions, Zavarovalnica Triglav impaired the values of certain
investments in subsidiaries. Moreover, the situation and developments in the Slovene banking sector
affected the value of certain portfolio investments of Zavarovalnica Triglav, thus it had to recognise
an impairment loss.

The impacts of the financial crisis were coupled with devastating weather events, which, due to pru-
dent risk assessment and underwriting as well as appropriate reinsurance, had no significant impact
on the business result of the Triglav Group.

With operational measures, the Company managed to a great extent to neutralise the negative ef-
fects produced by the business environment:

many insurance products were upgraded and tailored to fit the needs of our clients;

the importance of risk assessment and underwriting was further increased;

several measures were adopted to lower operating costs.

The Company was thus able to successfully comply with liquidity requirements and was appropri-
ately reinsured in line with the changed circumstances. Portfolio management investment policy was

governed by the principles of security, liquidity and profitability.
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On 25 November 2010, the Standard & Poor’s credit rating agency confirmed the »A« long-term rat-
ing and financial strength rating of Zavarovalnica Triglav and the Triglav Group for the third consecu-
tive time. The »A« rating of the subsidiary Pozavarovalnica Triglav Re d.d., which it acquired in 2009,
was confirmed by the agency as well. The ratings of both companies have a stable medium-term
outlook. Thereby, the Triglav Group successfully reached one of its key strategic objectives.

3.6 PLANS OF THE TRIGLAV GROUP FOR 2011

Plans of the Triglav Group for 2011:

- EUR 1,024.6 million of written premium;

- EUR 625.7 million of net claims incurred;

- EUR 54.2 million of profit;

- planned combined ratio of 98.7%;

- operating costs growth rate 3 percentage points lower than premium growth.

Measures and projects planned:

- development of alternative sales channels;

- content upgrade of existing insurance products and development of new products;

- extension of the range of product packages and combined insurance products;

- improvement of the loss settlement process;

- transfer of expertise and good business practices from the controlling company to the subsidiaries;
- comprehensive concept of corporate social responsibility management;

- strengthening of the company’s presence in the region.

Key measures for cost reduction:

- business process reengineering and adaptation of the number of staff to fit the demands of the
new processes;

- curbing the increase of costs not directly linked to the sale of insurance policies;

- optimisation of marketing communication costs (events, advertising);

- priority implementation of IT projects planned to generate savings as early as in 2011;

- optimisation of external service costs;

- optimisation of investments with regard to their necessity;

- establishment of a unified cost controlling system. v
- — T
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41 MANAGEMENT POLICY

Key guidelines for the management of the company, which take into ac-
count its long-term objectives, are set out in the document entitled The
Management Policy of Zavarovalnica Triglav d.d., which was adopted by
the Management Board and the Supervisory Board in 2010.

The document was published on SEOnet, the Ljubljana Stock Exchange
information system, and on www.triglav.si, the official website of Zavarov-
alnica Triglav d.d.

4.2 STATEMENT OF COMPLIANCE WITH THE
CORPORATE GOVERNANCE CODE

The statement of compliance with the Corporate Governance Code for

the period from 1 January 2009 to the day of publication, i.e., 21 April
2010, was published in electronic format on SEOnet, the stock exchange
information system of Ljubljanska borza d.d., and on the official website of
Zavarovalnica Triglav d.d.

By this statement Zavarovalnica Triglav takes a stance on the provisions of
the Code, which was amended on 8 December 2009.

Zavarovalnica Triglav substantively adheres to the provisions of the Code,
which is publicly available in Slovene and English on the Ljubljana Stock
Exchange website at www.ljse.si. For well-grounded reasons, Zavaroval-
nica Triglav did not adhere to the following provisions of the Code:

- 8.1inconjunction with 11
The Secretary of the Supervisory Board has not been appointed. The
tasks of the Secretary of the Supervisory Board are being carried out
by the relevant division of the Company.

« 101
The Chairman of the Supervisory Board is a member of the manage-
ment of a company controlled by a person indirectly participating in
the Company.

« 121
In accordance with the resolution passed by the General Meeting of
Shareholders on 27 August 2007, Supervisory Board members are not
entitled to a monthly fee.

- 213
Zavarovalnica Triglav has not started making public announcements
in English.

The company conducts business in line with the Insurance Code in full
compliance with all of its provisions. The Insurance Code is available on the
website of the Slovene Insurance Association at

www.zav-zdruzenje.si.

4.3 MANAGEMENT BODIES OF ZAVAROVALNICA
TRIGLAV

Zavarovalnica Triglav uses a two-tier management system. The manage-
ment bodies - the General Meeting of Shareholders, the Management
Board and the Supervisory Board - operate in compliance with primary and
secondary legislation, the bylaws of the company and their own rules of
procedure. The Articles and Memorandum of Association are published on
www.triglav.si in the Investor Relations - Management Policy section.

4.3.1 General Meeting of Shareholders

The General Meeting of Shareholders, the body through which sharehold-
ers of Zavarovalnica Triglav exercise their rights in respect of matters con-
cerning the company, is convened at least once a year, by the end of Au-
gust at the latest. The General Meeting of Shareholders is also convened in
other circumstances set out by law and by the Articles and Memorandum
of Association, and when it is in the interest of the Company.

The competences and operation of the General Meeting of Shareholders
are set out in the Companies Act and the Articles and Memorandum of As-
sociation. The Articles and Memorandum of Association do not set out any
specific provisions regarding their amendments and supplements.

A share of Zavarovalnica Triglav gives each of its holders the right to one
vote in the General Meeting of Shareholders, to proportional dividends
from the profit intended for the payment of dividends and to a proportional
share from the remaining bankruptcy or liquidation mass in the case of
bankruptcy or liquidation. All shareholders who are entered in the share reg-
ister managed by the Central Securities Clearing Corporation (KDD) no later
than by the end of the fourth day before the date of the General Meeting

of Shareholders have the right to attend the General Meeting and exercise
their voting right if they apply to be present no later than by the end of the
fourth day prior to the date of the General Meeting of Shareholders.

In line with the provisions of the Insurance Act, the acquisition of shares
of Zavarovalnica Triglav by which a person indirectly or directly acquires or
exceeds the qualifying holding in the Company requires the prior authori-
sation of the Insurance Supervision Agency. If a person who has acquired
such authorisation plans a disposal of shares which would decrease their
share below the limit for which the authorisation has been issued, they are
required to inform the Insurance Supervision Agency thereof in advance.

If individual shareholders of Zavarovalnica Triglav enter into an agreement
by which they agree on a coordinated execution of management rights
attached to the shares which they own, each shareholder must notify the
Insurance Supervision Agency of the agreement within three working days
from its conclusion and attach a copy of the agreement to the notification.
If individual shareholders enter into an agreement by which they agree

on a coordinated execution of management rights attaching to the shares
which they own, and the total value of these shares or management rights
exceeds the qualifying holding, they are required to acquire the prior au-
thorisation of the Insurance Supervision Agency. Shareholders of shares
which have been acquired or are possessed contrary to the Insurance Act
have no voting rights. For details see the Insurance Act.

In accordance with the Takeover Act, the following two shareholders own

a qualifying holding in Zavarovalnica Triglav:

«  Zavod za pokojninsko in invalidsko zavarovanje Slovenije (Pension and
Disability Insurance Institute of the Republic of Slovenia; hereinafter
ZPIZ) holding 7,836,628 or 34.47% of the share capital of Zavarovaln-
ica Triglav. As at 31 December 2010, the shares were managed by the
Capital Assets Management Agency of the Republic of Slovenia (here-
inafter AUKN) on behalf of and for the account of ZPIZ in compliance
with the Law on Corporate Governance of State Capital Investments
(Official Gazette of the RS, No. 38/2010); and

«  Slovenska odskodninska druzba d.d. (hereinafter SOD) holding
6,380,728 or 28.07% of the share capital of Zavarovalnica Triglav as at
31 December 2010.



e Asat 31 December 2010, Zavarovalnica Triglav had no other shareholders whose share capital
exceeded 5% nor any issued securities which would grant their holders special control rights.

General Meeting of Shareholders in 2010

The shareholders of Zavarovalnica Triglav had one general meeting in 2010. The 34" General Meeting
of Shareholders took place on 28 June 2010. The total number of shares and voting rights represent-
ed at the General Meeting of Shareholders was 15,911,142 or 69.98% of all shares to which voting
rights are attached. No challenging actions were announced.

The General Meeting of Shareholders:

»  took note of the Annual Reports of Zavarovalnica Triglav d.d. and the Triglav Group for 2009,
including the opinions given by the chartered auditors, and the Annual Report on Internal Audits
for 2009;

«  took note of the Supervisory Board’s report on the examination of both Annual Reports for 2009
and its opinion on the Annual Internal Audit Report by the Internal Audit Department of Zavar-
ovalnica Triglav for 2009;

«  passed a resolution deciding that the distribution of accumulated profit shall be determined in
the following years;

«  passed a resolution granting discharge to the Management and Supervisory Board for the 2009
business year;

- appointed the audit firm KPMG Slovenija, podjetje za revidiranje d.o.o. as the auditors of Zavar-
ovalnica Triglav for 2010;

- approved the amendments to the Articles and Memorandum of Association; and

- appointed Vladimir Ursic, as a representative of shareholders, an alternate member of the Su-
pervisory Board.

The General Meeting of Shareholders approved two amendments to the Articles and Memorandum
of Association on Management Board remuneration, described in detail under 4.3.2.3 Introducing the
Management Board, and an amendment allowing accumulated profits to be allocated to reserves
from profit, which may not be paid to the shareholders or other persons according to the resolution
on the distribution of accumulated profit in line with the procedure laid down by the law. The Gen-
eral Meeting of Shareholders also passed a resolution to delete the English name of the Company
from the Articles and Memorandum of Association.

4.3.2 Management Board

Any person fulfilling the requirements stipulated by the Insurance Act and the Companies Act can be
appointed to the Management Board as its President or member. The Management Board of Zavar-
ovalnica Triglav manages the company independently and at its own responsibility, and presents and
represents the Company without limitations. In legal transactions, the insurance company is always
jointly presented and represented by two members of the Management Board, one of whom must
be its President.

4.3.2.1 Composition and appointment of the Management Board

According to the Articles and Memorandum of Association, the Management Board has no less than
three and no more than six members, of whom one is the President. The Management Board is ap-
pointed by the Supervisory Board. The number of Management Board members, their competences,
the manner of representation and presentation and the transfer of the Management Board’s authori-
ties are determined by the Supervisory Board in the Management Board Rules. The term of office of an
individual Management Board is up to five years, with the possibly of the reappointment of its mem-
bers. In Zavarovalnica Triglav, the employee representative is a member of the Management Board.

The appointment or recall of all members or an individual member is proposed to the Supervisory
Board by the President of the Management Board. The Supervisory Board may recall a member of the
Management Board or its President if it establishes that they have been in serious breach of obliga-
tions set out by primary and secondary legislation and in other circumstances set out by law.
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The General Meeting of
Shareholders approved two
amendments to the Articles and
Memorandum of Association
regarding the remuneration of

the Management Board and an
amendment allowing accumulated
profits to be allocated to reserves
from profit, which may not be paid
to the shareholders or other persons
according to the resolution on the
distribution of accumulated profit,
in line with the procedure laid down

by the law.
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4.3.2.2 Management Board competence to increase the share capital

In accordance with the Company’s Articles and Memorandum of Associa-

tion, the Management Board is authorised to increase the share capital
of Zavarovalnica Triglav by up to 15.00% of the share capital at the time
of adoption of the amendments to the Articles and Memorandum of As-

sociation regarding the authorised capital. The authorisation is valid until

25 April 2013. The share capital can be increased by no more than EUR

3,555,208.77 by issuing new shares for cash. The issuing of new shares,

the amount of capital increases, the rights attached to new shares and

the conditions for issuing new shares are decided upon by the Company’s

Management Board with the consent of the Supervisory Board.

4.3.2.3 Introducing the Management Board

In 2010, the Management Board of Zavarovalnica Triglav was made up of
the following members:

President of the Management Board - Matjaz Rakovec

Born 1964. Bachelor of Science in Economics.

Having previous experience in sales and marketing, he was first em-
ployed in Zavarovalnica Triglav in 1995 as Head of Insurance Sales in
the largest branch office - Ljubljana. In 1996, he became the branch
office Assistant to the CEO and remained in that post until 2005.
Matjaz Rakovec continued his professional career as CEO of Studio
Moderna d.o.o. and advisor to the Management Board in Poslovni sis-
tem Mercator. He became CEO of the Ljubljana branch office in 2006
and was appointed President of the Management Board of Zavaroval-
nica Triglav in 2009.

Matjaz Rakovec took office on 15 October 2009.

Management Board Member - Andrej Slapar

Born 1972. Bachelor of Laws.

Andrej Slapar was first employed in Zavarovalnica Triglav in 1997 as a
lawyer in the Department of International Claims and Insurance Law.
From 1999 to 2009, he continued his professional career in Pozavar-
ovalnica Triglav Re as Head of the Car, Transport, Liability and Personal
Insurance Division and Assistant to the President of the Management
Board for reinsurance.

Andrej Slapar took office on 10 November 2009.

Member of the Management Board - Igor Stebernak

Born 1968. Bachelor of Electrical Engineering, Master of Business
Administration.

Igor Stebernak was first employed in Zavarovalnica Triglav in 2004

as Head of the Strategic Planning and Controlling Department. He
began working in the area of strategic planning, market analyses and
operation streamlining in 1994 in the company ITEO d.o.o. Stebernak
was later employed as Head of the Controlling Department and Dep-
uty Executive Director of the Finance Department in SKB Banka d.d., a
member of the Société Générale Group.

Igor Stebernak took office on 19 November 2009.

Member of the Management Board, Employee Representative -
Vladimir Mi$o Ceplak

Born 1957. Bachelor of Arts in Sociology and Bachelor of Arts in Jour-
nalism, Master of Science in Economics.

Vladimir Miso Ceplak was first employed in Zavarovalnica Triglav in
1995 as Head of Personal Insurance Sales. Previously, he had been a
member of the management in the company Alpina Ziri. Until 2003,
when he became a member of the Management Board as the em-

ployee representative, Vladimir Miso Ceplak had been in charge of the
Personal Insurance Sales Division. As a member of the Management
Board and employee representative, Ceplak was responsible for non-
life insurance marketing, personal insurance marketing, personnel
affairs and the Quality Management System from 2005 to 2009. In
2009, he was appointed President of the Management Board of Za-
varovalnica Triglav.

- Vladimir Miso Ceplak took office on 15 October 2009.

Data on earnings of the Management Board members are disclosed in
Chapter 8.2 of the financial report.

At its session in 2010, the General Meeting of Shareholders adopted two
resolutions amending the Articles and Memorandum of Association of
Zavarovalnica Triglav regarding the remuneration of the Management
Board. The amendments to the Articles and Memorandum of Association
were the following:

- The President and members of the Management Board may not par-
ticipate in profit sharing schemes, unless otherwise stipulated by the
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