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It's not just the results
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‘ " WE ARE ON THE RIGHT TRACK |

Constant Improvement, Innovative solution

and our top design proguct were the leadir es beh,
growth of the Gorenje Group in 2013. we were Particularly glag about th pr our g i
Increased for the fifys, year in a row, thys Proving our con, making products of higher )
s added valye js hereby secyreq Positive movemant ere reflected also in oyr py e
goals that were set already jn 2009 were Implemented in the previoys

REVENUE EXCEEDED THE PLANNED FIGURES

Revenue generated in 2013 by the Gorenje Group exceeded 1.6
results were again exceeded The successive growth of re: S attributable to the strengthe
Products of higher prices ranges, which was Implemented by constant im

dillion EUR, A rdingly, the previ.

Provement of

INnovativeness and top design. Our strategic Concept of pProducts of higher price r INgG.
growth of its average price

CosT EFFICIENCY AS A TooL FOR ACHIEVING THE TARGETED PROFITABILITY

Good results recorded on sales markets were upgraded by measures for Improving the cost efficiency of

Our operations, We have continyed with the Internationalisation of the Production, whereas Products of the

middle price range are now being manufactured exclusively jn markets, where the labour cost ang other

terms of production provide for Profitability.

Successfyl cost Management Wwas recorded also In the field of Materials and raw Materials, where we

continued with Optimising the Purchase of key raw Materials by means of lollowmq €ost minimisation

securing pPermanent Supplies and minimising risks of Possible rise of raw material Prices. Although the |
Production Increased, the cost of materials in 2013 remained on the same leve| as in the previoys year and |
thus essentially contributed to the Improved Profitability, [

RETURN oN EQuITY (ROE) EXCEEDED 121 PERCENT J
When new strategic goals were set, the most ambitious of them seemeqd to be the one where we aimed
atlevelling oyr return on equity with the Competitors’ results. And this was almost Impossible while the |
global financial Crisis continued and we recorded a negative Operating resuy|t A lower return on equity was |
9enerated also Prior to the financial crisis. Thus, we are Vvery proud to have achieved the targeted ROE

in 2013 ang Implemented the goal. We are even more pleased that the aforesaid was achieved withoyt

Increasing the €ompany’s indebtedness byt solely with stateq Investments that were throughout the Pperiod [
adapted to the most important goal, namely Qenerating a Positive free cash flow,
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Building trust counts.

2. FURTHER DEVELOPMENT IS SECURED |
BY THE GROUP'S FINANCIAL POWER

The financial crisis that started in 2008 had a significant impact on our pusiness envir We needed to

adapt quickly and increase the safety of our operations The results achiex have pr right
of a positive net cash flow, whereas the relation between the financial debt a nd the gross cash flow ha
Today, Gorenje is 3 financially strong business group that can easily cope with new ¢ hallenges O within

the business environment

WE HAVE GAINED FINANCIAL STRENGTH DURING THE CRISIS
Five years ago, when the world was pattered by the worst economic ¢

< after World War T

was able to react effectively and adapt to the new circumstances quite f demand for

practically ceased overnight as a result of the fierce conditions on the fabour m

ket and ¢

g them al

crunch that forced consumers to postpone the purchase of durable goods, amor

appliances
The most jmportant anti-crisis measures were those that aimed at strengthening the financial power
Operations with a positive cash flow came to the fore, while also a gradual de everaging of the Gorenje

Group and adjusting of borrowing’s maturity were emphasised as well

POSITIVE FREE CASH FLOW FOR THE FIFTH CONSECUTIVE YEAR ‘
It was established by the end of 2013 that all of our goals in the area of strengthening the Group's fir

soundness were achieved. Last year recorded a positive free cash flow for the fifth

synsecutive tir

result is attributable to numerous measures which had a positive impact on the profitability of the one

and a deliberate approach taken with investments of the other part

During the economic crisis, our investments were limited to projects where high profitability is exp

which exceeded the costs of capital and thus generated value for our shareholders.

LOW INDEBTEDNESS INCREASES THE SAFETY OF OPERATIONS
d the company's financlal

Comparison of EBITD.

FINANCIAL UABILTIES / EBITDA @ 2013 2012

At the start of the global financial crisis, Gorenje's operations were adapted to a relatively quick growth which

was driven by favourable market conditions on East European markets. The economies there achieved a high
growth, whereas also West European markets showed great potential as @ result of an easy accessible financing
provided to the final customers of our products We adapted to these conditions with fast expansion of operations
by means of organic growth and takeovers, which was possible only via porrowed capital. When the market
situation sharpened in 2008, the lowering of financial debt became the key element for preserving the safety of
our operations. By the end of 2008, they amounted to 5.2 multiple of gross cash flow which is usually used asa ]
proxy for cash flow generated by a company and available for the repayment of all liabilities. Since then, Gorenje
continuously generated a positive cash flow and successfully implemented several capital increases Thus, itis |
established at the end of 2013 that Gorenje can repay all financial liabilities in two years and a half by means of the
gross cash flow generated, We estimate that this is optimal for the current level of operations and secures not only
the planned safety of operations pbut also achieves the required return on equity.
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Confidence in our vision.

aorenje \

% FOCUS LIES ON MARKETS WITH HIGH
GROWTH POTENTIAL

2013 saw the continuation of growth mostly on markets v

average. Europe still remains our dorr

sti

ts of high g
in Russia, as well as results of our activ

visible

outh America, a

OUR WIDE BUSINESS NETWORK IS INTENTIONALLY STRENGTHENED
Over the years, the number of markets offering our products r

rded a steady growth
revenue are generated on European markets hence they are still cor

dered
The share of European markets recorded a fall in the past years which
for a bigger presence on markets with a fast economic growth
These markets are very interesting as the growth of economic activities significantly accelerates th
power of possible buyers of home appliances. In addition, various new ys of financi
goods are hereby offered. These are conditions that pave the way for a fast growth in tt
are aware of the fact that we cannot compete with the price on these markets, henc:
price ranges

This group of markets consists not only of BRIC economies but also a few East European markets (in
particular Russia, Serbia and Ukraine) where some outstanding results were recorded last vear.

@ EUROPE ® REST OF Tt

2012 2013

DEVELOPED ECONOMIES SHOW HIGH INFLEXIBILITY

During the global economic crisis, the developed European economies proved as highly significant and
stable. The size of these economies still considerably exceeds the size of developing economies but strong
competition and a sharp fight for markets shares is basically normal among world producers of home
appliances

Because of their inflexibility, these economies recovered quite fast as they recorded their first growth already
in 2010, when most of other economies were still battling the recession. We are particularly glad that we
continued to strengthen our market shares in the demanding West European economies also in 2013

Europe still remains our domestic market. We have already achieved growth results, though, in select nlarl:vei*::
outside of Europe that are higher than the global average. We are aware of the fact that we cannot compete

the low price; hence our focus lies on higher price ranges.

gorenje



WE INVEST IN PERMANENT
DEVELOPMENT

MORE AND MORE EMPLOYMENT.
superiorly desic

Our focus on esig.

The focus on high-added value products is

CONSTANT LOWERING OF ENVIRONMENTAL BURDEN
An essential part of our endeavours in the field of new products
their adverse effects on the environment. I the past few ye
were defined by consumer requirements, At present, we
Further, we constantly lower the negative impact that our pr
view of water consumption but also in view of reducing waste q

’ ds.
i takeholders’ goals and nee
hich takes account of all s :
i on long-term performance w kg e
s OPerat'O“bS a_"e f(;c?::udlts our ?ocus is always on the care and responsibility for our employ:
In addition to busines ;

social and natural environment.



Thus we look far ahead.
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% WE HAVE IMPLEMENTED THE PLAN
BY 2013 *

Gorenje aims at consolidating its Position among
as well as in the area of design and innovat
2010-2013 is Implemented in a responsible an

satisfaction and generating added value for the o

OUR FUTURE HAS ALREADY BEGUN
When the strategic plan for the period ending 2

013 has been

highly flexible group that is constantly capable to adapt to cor
Provides for a regular Payment of all liabilities and exploiting of opportunit
market in form of takeovers or expansion to new markets

ON THE RIGHT TRACK
Our concept regarding the ways of how fully implement the strate
end of 2010. The most significant and usually the hardest - first

are used for measuring our success. In less than two years, the ratios mo
the start of the crisis. For example, the operating margin increa:
2010. Accordingly, only one percentage point is required in ord
our next steps shall be equally successful as the first steps made.

Gorenje Group and tegic goals up to <8
2009

to meet the

2010 2013
OPERATING MARGIN 10 % 41% 5-6
ADDED VALUE PER EMPLOYEE (N EUR) 26.361 31.602 40.000
FINANCIAL RATIOS
- ROE -3,2% 53% n8%
-ROA 1,0% 16 % 46%
ECONOMIC PROFIT (Eva) -4.8% 2% 34%

THE FUTURE IS Now
Notwwths(andmg. we shall not rest on our laurels. Modifications to the strategic plan are already in progress
and focus on the best possible way to seize the opportunities that are offered in the market at the

hence our 4-year plans cannot be implemented without requiring a change. At present, the exact form of
modifications is not yet clear but we do know that the plans shall be bolder and more ambitious than ever

2ssumptions on future development of the environment and industry, The actual data for 2015 shall be published in the Annual
Report for 2013, probabiy in the first haif 2014,
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Performance Highlights

Financial highlights of the Gorenje Group

Consolidated

sales revenue 1,382,185 416,366 355,746 319,122 290,951 1,185,937 320,125 297,871 281,328 286,613
EBITDA 108,675 25,314 38,049 24,229 21,083 68,199 24,747 22,724 13,593 7,135
EBITDA margin

(in %) 7.9% 6.1% 10.7% 7.6% 7.2% 5.8% 7.7% 7.6% 4.8% 2.5%
EBIT 56,438 12,041 24,698 11,932 7,767 12,149 11,578 8,079 -479 -7,029
EBIT margin

(in %) 4.1% 2.9% 6.9% 3.7% 2.7% 1.0% 3.6% 2.7% -0.2% -2.5%
PBT 22,472 2,592 12,035 5,583 2,262 -9,308 1,198 4,221 -1,324  -13,403
PAT 20,024 3,210 11,906 4,391 517 -12,232 2,336 3,427 -3,253  -14,742
ROS

(return on sales) 1.4% 0.8% 3.3% 1.4% 0.2% -1.0% 0.7% 1.2% -1.2% -5.1%
ROA

(return on assets) 1.6% 1.0% 3.8% 1.5% 0.2% -1.0% 0.8% 1.2% -1.1% -4.8%
ROE

(return on equity) 5.3% 3.3% 12.6% 4.8% 0.6% -3.2% 2.5% 3.7% -3.5%  -15.3%
Closing number of

employees 10,721 10,721 11,323 10,805 10,560 10,675 10,675 10,847 10,917 10,950
Average number

of employees 11,174 11,058 10,758 10,699 10,587 10,907 10,825 10,846 10,901 11,056
Added value per

employee 31.60 8.53 9.49 7.51 7.20 26.36 7.92 7.06 6.04 5.36
Free cash flow

(narrow)* 13,362 40,007 22,329 -6,285  -42,689 33,022 36,616 21,209 19,085 -43,888
Financial liabilities 483,947 483,947 479,494 487,778 471,039 452,242 452,242 484,108 504,761 515,825
Net financial

liabilities** 402,219 402,219 4452225 462,759 453,014 425,112 425,112 460,262 490,729 506,226
Earnings per

share (in EUR) 1.34 0.20 3.14 1.13 0.12 -0.83 0.17 0.85 -0.82 -1.06

* PAT-amortisation and depreciation expense-Capex-+change in inventories-+allowances for trade receivables-+ change of trade payables
** long-term financial liabilities + short-term financial liabilities - cash and cash equivalents
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Letter from the President of the Management Board

Dear shareholders,

In last year's jubilee sixtieth year of its operation, Gorenje
improved its operations and attained good business results
despite the continuing difficult situation in markets. We grew
at a faster rate than the European household appliance
market, which is still recovering, increased our market
shares and, following the losses recorded in 2009, once
again recorded a profit in the amount of EUR 20 million.

The business environment in our key markets was still
under the impact of high unemployment rates, as well as
currency and payment risks. In this year we also lost two
major customers that ended up in bankruptcy - the German
business system Quelle, our largest customer in recent
years, and the Croatian company Pevec, our largest partner
in the western Balkans. Merkur, the largest Slovenian
technical products dealer, has substantially reduced its
scope of operations following the initiation of a compulsory composition procedure. However, despite
grim external operating circumstances, we managed, through the good work of our entire team within
the country and abroad, to increase the sales revenue of the Gorenje Group by 16.5 percent to EUR
1.38 hillion in comparison with the previous year, which is a record achievement. Excluding the effect
of the Scandinavian producer of top-quality household appliances, Asko, our sales revenue increased
by 11 percent.

The quantity of white goods sold in the European market in the past year fell short of the amount
attained in 2006 by more than ten percent, and according to the estimates of the European Committee
of Domestic Equipment Manufacturers (CECED), it will take approximately seven years for our
industry to attain the level reached five years ago. Our company's growth in the past year was
nevertheless higher than the average market growth. The European household appliance market,
which is our most important market, attained a two percent growth, while Gorenje managed to
increase the sale of household appliances, excluding the acquisition of Asko, by 4.8 percent.
Considering the impact of the Asko Company, we attained 12.5 percent higher sales than in 2009. Our
most successful operations in Western Europe were in the Netherlands and Germany, whereas in
Eastern Europe the markets of Russia and the Ukraine were in the forefront. Serbia continues to be
our leading market in the western Balkans. Gorenje has also increased sales in the countries of the
Middle and Far East, where we are intentionally broadening our presence in past years, as well as in
the United States, where our products are sold under the Asko brand name.

Alongside the Home Appliances Division, good business results were also recorded by the Ecology,
Energy and Services Division. We cannot be satisfied, however, with the operations of the Home
Interior Division, which, due to the unfavourable economic situation and difficulties encountered by our
major customers, repeatedly registered a decline in sales in the past year. Although the cost efficiency
of this division has substantially increased, this is still insufficient for attaining the profitability threshold,
which is why we have begun preparations for its long-term restructuring.

We have significantly improved the profitability of the Group's business activities, not only by
increasing our scope of operations, but also by raising productivity, optimising costs, and improving
the sales structure according to products and markets. With an operating profit (EBIT) of EUR 56.4
million, we surpassed last year's EBIT by 4.6 times, or comparably by 3.4 times. The margin on the
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EBIT level grew from one percent to 4.1 percent (or comparably to 3.1 percent). We improved our net
profitability by EUR 32.3 million. The Company generated a net cash flow of EUR 72.3 million, while
the free cash flow, in the amount of EUR 13.4 million, fell short of the amount attained in 2009 due to
the growth of business activities, higher scope of investments, and movements in working capital. It
was allocated to reduce the Group's indebtedness.

On the 60th anniversary of our operations, we have set a great many milestones that have
strengthened our position in 70 world markets and guaranteed the Group's stable growth. We acquired
the Swedish producer of top-quality household appliances, Asko. This step has allowed us to expand
the range of products from our own factories, particularly dishwashers, and to strengthen our presence
in North American and Australian markets as well as in Scandinavia.

Almost 90 percent of all our products were sold under our own brand names, which is the highest
percentage ever attained. This year we are adding Gorenje” to our portfolio of brand names, which
belongs to the higher middle price class developed especially for kitchen studios, where we have not
been present so far. With the intention of increasing the percentage of sales under our own brand
names in the future, we are continuing to develop innovative, energy-efficient and superiorly designed
home appliances, such as the iChef oven with advanced touch control module, for which we received
the resounding Red Dot design award. By developing new products with higher added value, which
customers are prepared to pay more, we managed to raise the average price of our products by four
percent in the past year.

The entry of a new owner, the International Finance Corporation (IFC), a member of the World Bank,
within the scope of our summer capital increase procedure has increased the financial stability of the
Group. Our intention was to provide all our existing shareholders and other interested investors with
the option of participating in our capital increase, and for this purpose conducted another phase of
capital increase in the fall. Owing to the illiquidity of the Slovenian capital market and the weakened
economic and financial situation, this phase did not attain the profitability threshold. Nevertheless, we
have assessed that the summer capital increase procedure is in itself an exceptional achievement for
Gorenje, which in such demanding economic conditions has managed to win the trust of such a
distinguished investor as IFC. Our current ownership structure reflects our international orientation,
and we shall continue to create added value for both our large and small shareholders in the future.

Gorenje has entered the year 2011 with financially more stable and improved business operations, but
this will also be a year of hard work for all. We are continuing to optimise business processes,
organisational structures and costs, to disinvest unneeded property, and to develop production
locations, a portfolio of brand names and new products for the home in line with the business plan and
our strategy up to the year 2013. The main threats facing all manufacturers of household appliances
this year are the growing prices of raw materials and materials, which began to rise in the last quarter
of the previous year. We shall attempt to partially neutralise their growth by raising the prices of
products, which, given the exceptional competition in a branch where the offer strongly surpasses the
demand, will not be easy.

This year our efforts will also be focused on the development of corporate governance and the
organisational structure of the Gorenje Group, which in past years has not only developed into the
largest Slovenian industrial business system, but also into a leading international corporation in the
home products branch. Assisting us in this area will be a supervisory board of experts from both
Slovenian and international environments, who commenced their term in office last year.

In guiding the Company towards its set goals, the Management Board was joined on the 3rd of March
by a new member, Marko Mrzel, who shall be responsible for the areas of finance and economics. Mr.
Mrzel has succeeded former member of the Management Board, Mirjana Dimc Perko, whose term in
office was consensually terminated on the 1st of January 2011.
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This year, Gorenje is embarking on its 61st year. The credit for this goes to the entire team of former
and current employees who knew how and managed to transform a craftsman's workshop into an
international corporation. Our thanks also goes to you, dear shareholders, who have been following
and supporting us in the realisation of our goals since the company's transformation into a stock
company. Together we have built solid foundations on which we shall continue to develop and grow in
the future.

Franjo Bobinac, MBA

President of the Management Board
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The Gorenje Group

The Gorenje Group is ranked among the leading European

manufacturers of home appliances boasting a history of more than sixty In 2010, Gorenje's

years. Our technologically perfected, superiorly designed and energy- 11,174 employees

efficient household appliances sold under the brand names of Gorenje, generated EUR 1.4

At ag, Asko, Pel grim, Mo r a and the mew , billionin salesrevenue de x ,
brand name Gorenje” are improving the quality of living for users of our and EUR 20 million in

products in seventy countries around the globe. The bulk of our net profit.

products are sold in European markets (98 percent of the products of
our largest division - Home Appliances), primarily Germany, Austria
and Russia.

Alongside household appliances, we have complemented our product range with our own programme
of kitchen and bathroom furnishings, and are thus offering a broad selection of products for the home.
In past years the Company has also been strengthening its activities in the segments of environmental
protection, energy management, and services, where we are employing our know-how and forty years
of experience in environmental protection, as well as identified business opportunities in various areas
having a higher potential growth than our core activity.

For almost half a century, we have been expanding our international sales network on all continents.
With exports accounting for more than ninety percent of our sales revenue, we are the most
internationally oriented Slovenian company.

Gorenje Group

70

Russia, Ukraine, Germany, Netherlands, Serbia

Home Appliances, Home Interior, Ecology,
Energy and Services

Gorenje, Atag, Asko, Mora, Gorenje+
1.382 MIO EUR
20 MIO EUR

1174
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Divisional Organisation of the Group

Home Appliances Division

The division is engaged in the manufacture and sale of highly

innovative and superiorly designed refrigerators and freezers, cooking Household appliances
appliances, as well as washers and dryers. account for 78 percent

of the Group's total sales
The products of the Home Appliances Division are available in seventy revenue.

countries, its most important markets being Eastern and Western

Europe. With its 9,042 employees, the division contributes a 78-percent

share to the Group's total sales revenue. We face strong international competition in our key markets,
which provides us with the incentive to continuously improve our products and production processes.
Investments in design and innovativeness are therefore key factors to our success.

In 2010 we attracted attention with an innovation employing touch screen control - the Cooking
Wizard, and the GreenConnected application for an intelligent home. In the area of design, we
aroused the greatest interest with a prototype of the SmarSofa with integrated refrigerator, and the
Gorenje Simplicity Moonlight line created in honour of Gorenje's 60th anniversary, which we
celebrated in 2010.

In 2009 the division faced the most difficult market conditions in the history of Gorenje's operation. A
rapid decline in orders, uncertain conditions in purchasing markets, and a strong credit crunch brought
demanding challenges before the division, to which we responded with anti-crisis measures aimed at
preserving and strengthening cash flow. The situation improved considerably in 2010, although
markets stabilised at a relatively low level of demand, so that the majority of anti-crisis measures have
remained in force.

The restraint of customers in purchasing durable goods can be attributed to high unemployment rates
and stricter requirements of banks for granting consumer loans. On the cost side, a high degree of
uncertainty can be felt regarding the speed of recovery of the global economy, which is reflected in our
expenses through unpredictable fluctuations in the prices of raw materials and currency exchange
rates.

In 2010 we gradually increased the share of products with higher added value, also as the result of our
acquisition of the Swedish Asko Group. The improved results in 2010 can primarily be attributed to the
favourable results attained in Eastern and Western European markets and also the Germany and the
Netherlands.

The division is also engaged in the sale of a supplementary programme of consumer electronics and
small household appliances, the manufacture and sale of heating-thermic appliances, and the
manufacture of mechanical components.

Home Interior Division

The division is engaged in the manufacture and sale of kitchen and

bathroom furnishings, sanitary equipment and ceramic tiles. Home Interior furnishings
furnishings account for a minor share of its production. account for 4 percent of

the Group's total sales
The products of this division are sold primarily in the markets of revenue.

Southeastern Europe. Its highest sales revenue is generated in the
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domestic, Croatian, Bosnian and Serbian markets, where we intend to strengthen our presence in the
future. We are also recognisable and well-represented in the Austrian and Czech markets. In our
battle against crisis market conditions in the past two years, we substantially optimised production
processes and renewed our product range. These novelties were successfully presented in 2010 at
the two-day Gorenje Home Interior Trade Show.

Our plans in the year 2011 include further restructuring and optimisation of the division's production
processes, and a three-percent growth in sales revenue. In the design of furniture, sanitary equipment
and ceramics, great emphasis is given to the quality of materials and the excellence of services. The
main focus in kitchen furnishings is, alongside the above-mentioned, on harmonising their design with
the contours of household appliances. The division employs 926 persons. Our managerial employees
actively and directly participate, while other employees indirectly participate in our integral quality
management system according to the requirements of the 1ISO 9001:2000 standard. The division
generates approximately four percent of the total sales revenue of the Gorenje Group.

Ecology, Energy and Services Division

The division offers integral solutions in the areas of ecology and

energy, and provides services in the areas of trade, engineering, The division generates
agency services, restaurant and catering services, tourism, real estate 18 percent of the Group's
management, as well as toolmaking and the manufacture of industrial total sales revenue.

equipment, including the production of military vehicles.

Our key service in the area of environmental protection is integral waste management for the needs of
industrial companies, where we are successfully applying our skills and forty years of experience. In
the area of energy management, we are engaged in the marketing and sale of electric power, wood
biomass, and coal. In the area of services, trade and catering account for the most important share of
revenue generated in the domestic market.

Key markets of the division are in Southeastern Europe, where we intend to strengthen our presence
in the future. Despite the difficult economic conditions in 2010, we managed to increase our sales
revenue by 34.3 percent, whereas in the current year its growth is estimated at 5.5 percent. Within the
division we are constantly searching for business opportunities with a higher potential for growth than
our core activity. In the area of solar power, we began to offer comprehensive turnkey solar power
plants in 2010. The Ecology, Energy Management and Services Division employs on average 1,206
persons, and accounts for an 18 percent share in the total sales revenue of the Gorenje Group.
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Vision

To become the most original, design-minded creator of home

appliances devoted to sustainable development and able to flexibly Refreshment of the

adapt to customers' needs. Strategic Plan and
extension of its time
Mission horizon to the year 2015.

We create original, technologically perfected, superiorly designed, user

and environment friendly products for a comfortable home. We are focused on increasing customer
satisfaction and creating value for all our stakeholders in a socially responsible manner. Strongly
aware of key global trends and challenges, we are developing rapidly growing fields with above-
average.

Strategy in a Changing Environment

Under the impact of constant changes being brought into the business, social and political
environments by the processes of globalisation, consolidation within the branch, lifestyle trends, and in
particular the global economic crisis, Gorenje must continuously improve its performance. For this
reason we always respond to emerging challenges quickly, flexibly and efficiently.

As part of a global industry whose development is hard to predict at present, the Gorenje Group has
also found itself in a delicate situation. Based on an analysis of the current situation, circumstances,
trends and potential directions of the branch's development, the company laid out, at the end of 2009
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an ambitious Strategic Plan of the Gorenje Group for the 2010-2013 period. Relying on the efficient
management of business processes, the plan sets solid foundations on which to build our future.

The year 2010 saw numerous changes that are significantly altering the circumstances of the Gorenje
Group's operation. For this reason we shall prepare, by the month of June 2011, a refreshment of the
Strategic Plan and the extension of its time horizon to the year 2015. The entry of the International
Finance Corporation (IFC) into Gorenje's ownership structure, activities related to the restructuring of
production locations of the Home Appliances Division, reorganisation of operations of the Home
Appliances Division, integration of the Asko Group into the Gorenje Group, debt restructuring
activities, final solutions for the Home Interior Division, and the commencement of activities related to
the disinvestment of non-operating assets are activities of a strategic nature having a significant
impact on the operations of the Gorenje Group, and changes that will form an integral part of the
revised Strategic Plan.

BASIC STRATEGIC POLICIES

Boosting sales of upmarket products.

Intensifying sales of products and services with high profit margins within our core activity through a
systematic approach to brand management, innovation and design.

Raising process excellence and cost efficiency.
Attaining process excellence and the resulting cost efficiency in all fields of our operation.
Moving purchase and production to countries with lower labour costs.

Increasing purchasing activities in low-cost environments, moving the production of products with
lower added value outside of Slovenia, and optimising overhead costs (outside direct manufacturing).

Expansion to business segments with higher added value.

Intensive expansion to business segments with higher returns within strategic activities, specially on
the area of Ecology.

Expansion to markets with anticipated high growth rates.

Directing sales to markets with at least twice the growth rate of the average global gross domestic
product growth (BRIC countries, ...).

KEY OPERATIONAL GOALS OF THE GORENJE GROUP UP TO 2013

Strategic Goals of the Gorenje Group up to 2013

2009 2010 2013 ( Strategic plan)
Operating margin 1.0% 4.1% 5-6%
Added value per employee 26,361 31,602 40,000
Financial ratios
- ROE -3.2% 5.3% 11.8%
- ROA -1.0% 1.6% 4.6%
Economic profit (EVA) -4.8% -1.2% 3.4%

Source: Data by Gorenje Group
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The Gorenje Group will attain the following results by the year 2013:

I atleastab5 - 6 percent operating margin, - an added value per employee of at least EUR 40
thousand,

9 basic financial ratios above the competitor average,
1 apositive economic profit (premium above the weighted average cost of capital - WACC).

Gorenje Group Dividend Policy

The dividend policy of the Gorenje Group and the parent company in the strategic period will remain
consistent with the policy in effect before 2009. This means that up to one third of the Gorenje Group's
net profit for the period will be appropriated for dividend payment.

STARTING POINTS FOR PLANNING

The Strategic Plan of the Gorenje Group is a consolidated aggregate of strategic plans of divisions
and companies operating therein. It is therefore comprised of the strategic plans of subsidiaries and
their consolidated aggregates - divisions.

The strategic plan does not include the positive or negative effects of the following processes and
activities:

9 disinvestment of nonstrategic material and financial assets that have failed to deliver the required
synergy effects or returns,

1 mergers and acquisitions that are of key importance for the long-term development of the Gorenje
Group,

9 transfers of parts of business activities from the parent company to low-cost locations, and

1 equity increase at the parent company as a necessary element of financing the stable medium-
and long-term business growth of the Gorenje Group as a whole.

The projection of the strategic plan has been prepared under the assumption of self-financing and a
lower level of investment compared to depreciation, where the free cash flow will mostly be used for
the redemption of debts. Investments generally directed towards the development of new products
will, in the planned amounts, ensure the organic growth of revenues foreseen in the plan.

The strategic plan does not include the effects of the capital increase carried out in 2010, or the effects
of any future capital increases. The resources acquired through capital increase will be utilised for
acquisitions, as well as for restructuring existing activities and the accelerated development of new
activities of the Home Appliances Division and the Ecology, Energy and Services Division, where
higher returns are expected.

GORENJE GROUP DIVISION STRATEGIES

Home Appliances Division

The Gorenje Group will achieve its strategic goals in the Home Appliances Division through the growth
of business activities above the average level of competitors. Special emphasis will be placed on the
growth of profitability and free cash flow, which will be attained through greater focus on innovation
and a higher overall brand positioning. We shall strive for a high level of business excellence by
creating attractive value for customers.
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The performance of the division's business activities will be linked to:

1 products (covering all price segments; establishing powerful product management; optimising
product platforms and codes; further development of the complementary and supplementary
programmes; high product quality must follow design excellence);

9 distribution (intensifying cooperation with international retail chains and penetration into kitchen
studios, utilising the internet as a sales channel, and developing new markets);

1 pricing policy (increasing the average price index, improving the market share), and

1 promotion (adapting sales stories to individual markets; repositioning brands; design as a key
competitive advantage; innovations and technical competency; comprehensive service for
retailers; quality after-sales services).

Home Interior Division

The key strategic goal of the Home Interior Division is to become a leading provider of kitchen
furnishings and one of the top three providers of products from the other three business areas of the
division (bathroom furnishings, sanitary equipment and ceramic tiles) in Southeastern Europe.

Ecology, Energy and Services Division

The area of environmental protection is the core activity of the Ecology, Energy and Services Division,
in which the Gorenje Group has a direct strategic business interest. The Gorenje Group will attain
controlling (at least 50 percent) shares in companies engaged in this activity. The Group's key
strategic goal in the area of environmental protection is to become the largest provider of integral
waste management services in South-eastern Europe.

The companies engaged in energy business are considered financial portfolio investments for which
the Gorenje Group has defined adequate returns that are controlled through active management by
the cooperation of our representatives in the supervisory bodies of these companies.

The companies engaged in services are considered capital investments whose return on invested
capital (ROIC) must exceed the average cost of capital (WACC) in the medium term.
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Sales, Brand Names, Products and Innovations

SALES

In 2010 sales of household appliances of the Gorenje Group attained

EUR 738 million (excluding the Gorenje Tiki supplementary programme 68 percent of Gorenje’s
and Atag). The greater part of this amount (69 percent of value volume) sales in terms of value
was generated in the markets of Eastern and South-eastern Europe, are attained in the
followed by the markets of Western Europe with 27 percent, and the markets of Eastern and
markets of the Middle and Far East. Southeastern Europe.

Sale of home appliances in some of the Group's markets

Market share of Gorenje

Industry Gorenje Group Group
(in terms of pieces) 2010 2009 2010 2009 2010 2009
Austria 1,277,559 1,249,759 109,794 104,350 8.59% 8.35%
Belgium 1,635,528 1,546,194 17,628 18,211 1.08% 1.18%
France 9,317,612 9,277,847 82,183 113,210 0.88% 1.22%
Germany 11,770,286 11,555,412 562,884 501,250 4.78% 4.34%
Italy 7,244,656 6,924,402 13,231 15,192 0.18% 0.22%
Scandinavia 3,933,628 3,658,804 183,556 181,417 4.67% 4.96%
Great Britain 6,524,130 6,830,005 47,635 56,981 0.73% 0.83%
Bulgaria 318,621 343,782 42,424 47,082 13.31% 13.70%
Croatia 365,972 356,693 161,908 155,252 44.24% 43.53%
The Czech Republic 1,085,514 1,227,011 259,903 282,080 23.94% 22.99%
Hungary 662,975 719,353 95,005 99,115 14.33% 13.78%
Poland 2,938,786 2,954,177 118,527 141,160 4.03% 4.78%
Romania 631,223 640,080 40,092 35,437 6.35% 5.54%
Russia 5,199,386 4,213,408 340,278 271,477 6.54% 6.44%
Slovakia 394,362 407,664 80,384 93,211 20.38% 22.86%
Slovenia 244,939 254,680 111,443 121,780 45.50% 47.82%
Ukraine 1,167,368 881,678 245,988 146,639 21.07% 16.63%
Serbia 601,264 648,720 306,818 308,386 51.03% 47.54%

In 2010, the sale of large household appliances market rose by two percent, but our growth was
higher, i.e. 5.4 percent. Gorenje's market share in key markets was 4.5 percent, and 11.6 percent in
markets where we generate the greater part of our revenue (Europe).

On average, we managed to raise the average price of products sold by almost four percent as a
result of the favourable sales composition of products and markets. Among the most successful
products was the Simplicity line, which exceeded the sales plans by more than 80 percent.

Geographic Aspect of Sales

Good sales results were achieved in the German market, where we increased the sale of large
appliances by twelve percent and surpassed the sales growth of the market. This consequently
resulted in the growth of Gorenje's market share from 4.3 percent to 4.8 percent. Favourable results
were also attained in Austria, the Netherlands (Atag), Denmark and in Norway.
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Our most successful results in Eastern markets were attained in the Ukraine, where we increased our
market share by 4.4 percentage points to 21 percent by the end of 2010. Slight increases were also
recorded in the markets of Croatia, Macedonia, Serbia, and the Czech Republic. In other markets, our
market share remained the same or slightly decreased (particularly in Slovakia).

The Company's sales in the Middle East rose 75 percent, primarily in Turkey, United Arab Emirates,
Iran and Irag. We also began to sell our products in Azerbaidzhan. We successfully presented our
design lines in the Far East, particularly in China, Taiwan and Hong Kong. The Company also
acquired a number of attractive business deals for the interior decoration of luxury apartments in Hong
Kong and Shanghai.

Significant Events in 2010

Of special significance for the Gorenje Group in 2010 was the IFA fair in Berlin, where we exhibited
our products for the third time and very successfully presented our novelties, attracting customers
from all over the globe. We also presented our company at the Brazilian Casa Cor fair, the leading
architects' fair in Brazil, and announced our entry into the Brazilian market.

Gorenje's growing presence in European markets and its accelerated development outside Europe
(Brazil, India, China, etc.) are strengthening its negotiating power with international retail chains. We
are thus continuing our successful strategic partnership with the largest European retailers, which are
METRO -Media/Saturn Holding, Euronics, Expert, ...

BRAND NAMES

Gorenje's sales under its own brand names are growing from year to

year, and attained 90 percent in 2010. This is important from the aspect In 2010 we increased
of long-term stability of operations, as strong brand names bring long- the share of sales under
term stable development, which we will systematically strengthen also our own brand names.

in the future.

Today, the Gorenje Group has eleven brand names in the area of household appliances. In addition to

the main brand name -Gor enj e, which accounts for more than

Sidex and Mora. Through the acquisition of the Dutch company Atag, we acquired Atag, Pelgrim and
Etna, and with the acquisition of the Swedish Asko Group, we acquired Asko and Upo. In 2010,
preparations were made for the introduction of a new brand name in the higher middle price class -
Gorenje”.

Atag

In 2010 we continued to introduce new and innovative products under the premium brand name Atag,
and further strengthened its position in the Benelux market. Sales under this brand name are generally
conducted through kitchen specialists, who advise consumers in their purchases. For this reason,
special attention was devoted to these products in 2010. New concepts were added to the brand
name to give it added value, such as an eight-year guarantee (G8), or Atag Quile events, which
generate higher turnouts at the kitchen showrooms of our partners.

The brand name was extended to new markets through the distribution channels of kitchen specialists
and the Gorenje sales network in Great Britain, Denmark, Germany and France. Introducing Atag to
new markets continues to be one of our major goals in upcoming years, in which we shall make use of
the synergies and local familiarity with the markets of the Gorenje Group sales network.
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Asko

The Asko brand name was acquired in 2010 through the acquisition of a group of companies of the
same name. It is targeted on the premium segment of customers, primarily on linen washing and
dishwashing programmes. We intend to systematically develop the brand name at the product level
and extend it to new markets via the existing sales network of the Gorenje Group, with emphasis on
markets where the Atag brand name is not yet represented.

Gorenje

The Gorenje brand name continues to be our most important pan-European brand for the middle price
class. It is present in all European and numerous overseas markets. In 2010 we strengthened its
position and further increased its market share in the majority of European markets. We are
intensively investing in the brand's extension to the markets of Asia and Brazil, and will continue to do
so in the future.

At the IFA fair we presented a number of new, innovative products that will ensure the
competitiveness of the brand name in the future. We successfully launched a new line developed with
the reputed designer, Karim Rashid, and attained excellent sales results with Gorenje Simplicity
products.

Regional brand names

The remaining brands (K°rting, Si dex, Mor a, Pel gr |
are present and recognisable only in domestic markets. These will continue to be developed as such
in future, but their extension to other markets is not foreseen.

DEVELOPMENT TRENDS IN THE BRANCH

Wet and Dry Programme

The main driving force in the development of new products in the home

appliances branch is the achievement of increasingly higher energy The main driving force
efficiency. Some of our washing machines on the market have a 30- in the development of
percent higher energy efficiency than class A washers, while dryers new products in the
have an even higher (50 percent) energy efficiency, primarily due to the home appliances branch
innovative use of a heat pump. There is also a noticeable growth in is the achievement of
washer and dryer capacity. At present there is a large selection of increasingly higher
machines with a capacity of eight kilograms, while some manufacturers energy efficiency.

also offer a capacity of nine kilograms. The next major developments in
washing machines are expected in the area of automatic dosing of
washing agents and water.

Cooling Programme

Most of the innovations in this programme are also focused on improving the energy efficiency of
appliances. According to the data of the market research company GfK, more than one-fifth of
refrigerators sold in the German market are in class A++, whereas larger producers are already
developing and selling products that meet standard A+++.

A growing trend is the use of LED lighting and electronic controls on cooling devices. In the latter, the

focus is on LCD and touch screens, while some producers have already presented TFT screens in the
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market (which employ a similar technology as LCD, but ensure improved picture quality). Several
novelties have been introduced in the interiors of cooling appliances, in particular a variety of special
compartments, such as a compartment with a different temperature, a compartment designed to
preserve the freshness of fruits and vegetables, as well as a vacuum compartment.

Cooking Programme

In recent years Western European markets in particular have witnessed a strong penetration of
induction hobs, whose sales in 2009 attained almost one million units, along with an annual growth
rate exceeding 20 percent. The latest development trend in this area is induction on the entire surface
of the plate.

An important factor in the development of cooking appliances is the so-c al | edc | eesaenlifng o0 v ¢
which oxidates impurities by pyrolytic decomposition (decomposition at high temperatures). These
ovens are most popular in France, where they account for 65 percent of ovens sold.

Also appearing in the market are cooking appliances with colour TFT screens enabling users to
operate and control their appliances.

Other Trends

Smart circuits, more commonly used in IT technologies and telecommunications, are slowly but surely
penetrating into home appliances. These circuits will enable further improvements in energy efficiency
and new functions in certain appliances.

At the end of 2010, the EU Energy Label came into effect, introducing energy classes A+, A++ and
A+++ in the original classification (A-G). The use of this classification will become compulsory for all
manufacturers in December of 2011.

PRODUCTS AND INNOVATIONS

Cooking Appliances

In 2010 the Company continued to introduce innovative solutions for

cooking appliances. We presented to our customers a series of new The Atag stainless steel

self-cleaning pyrolytic  ovens  with  improved functioning gas cooker received the
PyrolyseSupreme, which makes cleaning even easier. At the IFA fair international
we presented for the first time our new iChef multi-touch colour display, Wi nnero desig
which offers a revolutionary way of operating ovens and a completely 2010.

different user experience.
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For the first time we presented and offered to our customers an innovative oven developed in
cooperation with the internationally acclaimed designer Karim Rashid. Besides excellent baking
results, the oven features a Moodlite colour setting function on the external LED light strip, providing
complete adaptation to the wishes and moods of users. Within the scope of the Gorenje by Karim
collection, we also introduced, alongside the oven, a cooker hood featuring Moodlite technology and
touch control, as well as a premium induction hob. By adding new products to all our product groups,
we filled the previous gaps in our product range.

We have expanded our offer of cookers with the introduction of highly efficient XtremePower induction
hobs and gas cookers featuring electronic touch control.

Under the Atag label, we expanded our range of products in the Matrix line with a new, innovative
design suited for every kitchen. Last year we also presented, for the first time, a series of innovative
induction and glass ceramic plates with an intuitive Iris Slide Control interface and new gas-on-glass
gas cookers with digital timers, which make cooking even easier. Our stainless steel Atag MAGNA

HG9711MBB gas cooker won the prestigious internati
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Within the scope of the Atag brand, we presented an induction wok that provides an entirely new
experience in wok cooking.

Washers and Dryers

In 2010 we continued to introduce energy-efficient and user-friendly

appliances. One of these is the SteamTech clothes dryer, which joined We offer washing

our product range in the spring of 2010. This is an upgraded version of machines that reduce
our condenser dryers, featuring a new drying function combined with energy consumption by
steam treatment as well as independent steam treatment of linen. up to 30 percent.

Steam drying offers considerably improved results and wrinkle-free
linen. The steam treatment programmes provide optimal pre-
preparation (moistening) of linen before ironing.

Last year we presented, for the first time, washing machines with large LCD screens offering a simple,
transparent and interactive system of selecting and modifying the selected wash programme.

Following the implementation of the new European Directive on the declaration and labelling of energy
efficiency of washing machines in December of 2010, we presented new appliances with A++ and
A+++ energy efficiency. These appliances are distinguished by exceptional programme, sensor and
mechanical solutions enabling accurate dosing of water and optimal functioning of the heating element
and circulation pump. This allows for the achievement of excellent washing results and up to a 30
percent reduction of energy consumption compared to the best appliances of the previous period.
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