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Naklo, 5 May 2010

Our ref: 07_Pismo o nameri Merkur Mercator
PRESS RELEASE 
Naklo, 5 May 2010 

INTENT OF STRATEGIC COMBINATION BETWEEN MERKUR AND MERCATOR  
Today, on 5 May 2010, Merfin, the majority holder of Merkur Group, and Mercator, d. d. signed the letter of intent and started the official procedure to combine an essential part of Merkur Group with Mercator Group. The potential change in ownership will not alter the mission of Merkur in any way. Merkur will further pursue its development strategy, which is to ensure the market leadership in sales of non-food items in South-Eastern Europe. 

In 2007, the managers of Merkur decided to acquire the company’s shares. The acquisition was transparent, shares were purchased at fair value, the procedure was carried out in compliance with all legal requirements then in force, and the buyers obtained from the supervisory institutions all the required permits. At the time, such actions were prompted by favourable economic trends. The business environment was imbued with optimism. The prices of securities were high, the expectations great, and the financial sources easy to obtain. Over the past two years, however, the economic crisis has caused the business environment to change drastically for the worse. Financial sources have become difficult to obtain, the payment discipline of our customers has deteriorated, and many of our customers have become bankrupt.
In 2008, Merkur Group reorganized its business into three divisions: Merkur Division, Mersteel Division, and Big Bang Division. According to the adopted strategy, a suitable strategic business partner would be accepted by any of the three divisions. The companies of Merkur Group have become market leaders in sales of non-food products in South-Eastern Europe, and several business partners have been interested in co-operation with Merkur Group. We have carefully studied the proposals of all our business partners, and believe that the combination with the business system of Mercator would be the most convenient. We believe that this solution would ensure best synergies. Merkur and Mercator share target markets and pursue similar business objectives. Even more, Mercator also markets a limited range of non-food products. By combining Merkur and Mercator non-food sales in Mercator Group, it would be possible to win the market leadership especially in the common markets of South-Eastern Europe. At the same time, the combination would relieve the pressure exerted upon the current Merkur owners and managers, which has made their ownership unacceptable and undesirable. 
That is why today, on 5 May 2010, we signed the letter of intent with Mercator according to which in the months to come Merkur Division would spin off Merkur Group. The ownership of Merkur Division would pass to Mercator, d. d. The new owner would retain the Merkur trademark, join the sales of all Merkur and Mercator non-food products under it, and improve the development opportunities. Merkur and all its business activities would be preserved, and the alteration of ownership would not affect the status of the employees in general. The development in the future, however, would be pursued within Mercator Group. It is expected that Merkur will remain an independent company within Mercator Group. Even though the ownership would change, the mission of Merkur, who is the market leader in South-Eastern Europe, would remain unaltered. 

Only Merkur Division would be combined with Mercator Group. Merkur Group would have to be restructured accordingly. Merkur Division is the largest of three Merkur Group divisions. It consists of retail sales conducted from Merkur sales centres, and wholesale of non-food products. Current owners of Merkur Division would remain the owners of Mersteel Division – the metal dealer, Big Bang – the retailer in consumer electronics, and other financial investments. 

The letter of intent that was signed today marks the official commencement of numerous procedures, including compilation of the due diligence report on complete Merkur Division. 
Management Board of Merkur, d. d.       
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