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CAPITAL MARKET ACT

PART ONE
General provisions
Article 1
This Act regulates:

1. conditions for establishment, operation, supém and dissolution of an investment firm, market
operator and settlement system operator in the itiepaf Croatia;

2. conditions for the provision of investment seed and performance of investment activities and
related ancillary services;

3. rules for trading on a regulated market;

4. conditions for offering of securities to the paland admission of securities to a regulated mark

5. obligations regarding disclosure of the inforimatrelating to the securities listed on a regulate
market;

6. market abuse;

7. storage, clearing and settlement of financisiruments;



8. authorities and actions of the Croatian Findriseavices Supervisory Agency in implementation of
this Act.

Transposition of EU legislation
Article 2

(1) By virtue of this Act, the following directives dhde transposed into the legal system of the
Republic of Croatia:

1. Council Directive 89/117/EEC of 13 February 1980the obligations of branches established in a
Member State of credit institutions and financiastitutions having their head offices outside that
Member State regarding the publication of annuatoanting documents (hereinafter: Council
Directive 89/117/EEC);

2. Directive 97/9/EC of the European Parliament ahthe Council of 3 March 1997 on investor-
compensation schemes (hereinafter: Directive 9UR/E

3. Directive 2001/34/EC of the European Parliamemd of the Council of 28 May 2001 on the
admission of securities to official stock exchatfigeng and on information to be published on those
securities (hereinafter: Directive 2001/34/EC);

4. Directive 2003/6/EC of the European Parliamemt af the Council of 28 January 2003 on insider
dealing and market manipulation (market abuse){hefter: Directive 2003/6/EC);

5. Commission Directive 2003/124/EC of 22 Decend@d3 implementing Directive 2003/6/EC of
the European Parliament and of the Council as dgsgdre definition and public disclosure of inside
information and the definition of market maniputettihereinafter: Directive 2003/124/EC);

6. Commission Directive 2003/125/EC of 22 Deceni@d3 implementing Directive 2003/6/EC of
the European Parliament and of the Council as dsgdhe fair presentation of investment
recommendations and the disclosure of conflicistefest (hereinafter: Directive 2003/125/EC);

7. Commission Directive 2004/72/EC of 29 April 200Mplementing Directive 2003/6/EC of the

European Parliament and of the Council as regarcispded market practices, the definition of inside
information in relation to derivatives on commoe#j the drawing up of lists of insiders, the
notification of managers' transactions and thefination of suspicious transactions (hereinafter:
Directive 2004/72/EC);

8. Directive 2003/71/EC of the European Parlianant of the Council of 4 November 2003 on the
prospectus to be published when securities areedfféo the public or admitted to trading and
amending Directive 2001/34/EC (hereinafter: Dirneet2003/71/EC);

9. Directive 2004/109/EC of the European Parlianagt of the Council of 15 December 2004 on the
harmonisation of transparency requirements inigglao information about issuers whose securities
are admitted to trading on a regulated market aménaing Directive 2001/34/EC (hereinafter:
Directive 2004/109/EC);

10. Commission Directive 2007/14/EC of 8 March 20@ying down detailed rules for the
implementation of certain provisions of Directive02/109/EC on the harmonisation of transparency
requirements in relation to information about issu@hose securities are admitted to trading on a
regulated market (hereinafter: Directive 2007/14/EC



11. Directive 2004/39/EC of the European Parlianagmt of the Council of 21 April 2004 on markets
in financial instruments amending Council Directiv85/611/EEC and 93/6/EEC and Directive
2000/12/EC of the European Parliament and of thenCib and repealing Council Directive
93/22/EEC (hereinafter: Directive 2004/39/EC);

12. Directive 2006/48/EC of the European Parlianaam of the Council of 14 June 2006 relating to
the taking up and pursuit of the business of credstitutions (recast) (hereinafter: Directive
2006/48/EC);

13. Directive 2006/49/EC of the European Parliamemd of the Council of 14 June 2006 on the
capital adequacy of investment firms and credittim$ons (recast) (hereinafter: Directive
2006/49/EC),

14. Directive 2006/73/EC of the European Parliamentl of the Council of 10 August 2006
implementing Directive 2004/39/EC of the EuropeaarliBment and of the Council as regards
organisational requirements and operating conditfon investment firms and defined terms for the
purposes of that Directive (hereinafter: 2006/73/EC

15. Directive 2007/44/EC of the European Parliamand of the Council of 5 September 2007
amending Council Directive 92/49/EEC and Directiz)2/83/EC, 2004/39/EC, 2005/68/EC and
2006/48/EC as regards procedural rules and evaiuaiteria for the prudential assessment of
acquisitions and increase of holdings in the fimaraector (hereinafter: Directive 2007/44/EC);

(2) This Act regulates in more detail implementatad the following EC Regulations:

1. Commission Regulation (EC) No. 2273/2003 of 2@8c@&mber 2003 implementing Directive
2003/6/EC of the European Parliament and of then€bwas regards exemptions for buy-back
programmes and stabilisation of financial instruteghereinafter: Commission Regulation (EC) No.
2273/2003);

2. Commission Regulation (EC) No. 809/2004 of 29ilA2004 implementing Directive 2003/71/EC
of the European Parliament and of the Council gards information contained in prospectuses as
well as the format, incorporation by reference pablication of such prospectuses and dissemination
of advertisements (hereinafter: Commission ReguiaieC) No. 809/2004);

3. Commission Regulation (EC) No. 1287/2006 of 10g#ést 2006 implementing Directive
2004/39/EC of the European Parliament and of thenCibas regards record-keeping obligations for
investment firms, transaction reporting, markensgarency, admission of financial instruments to
trading, and defined terms for the purposes of Diatctive (hereinafter: Commission Regulation
(EC) No. 1287/2006).

Definitions

Article 3
(1) For the purposes of this Act, the followingidé@fons shall apply:
1. “Agency” means the Croatian Financial Servicepesvisory Agency, whose competences and
scope of operation are stipulated by the Act onGheatian Financial Services Supervisory Agency
and this Act;

2. “Financial instruments” are:

a. transferable securities;



b. money-market instruments;
C. units in collective investment undertakings;
d. derivatives which include:

- options, futures, swaps, forward rate agreemeants any other derivative contracts relating to
securities, currencies, interest rates or yieldsptber derivative instruments, financial indices o
financial measures which may be settled physiaalliy cash;

- options, futures, swaps, forward rate agreemeants any other derivative contracts relating to
commodities that must be settled in cash or magdtied in cash at the option of one of the parties
(otherwise than by reason of a default or othemiteation event);

- options, futures, swaps and any other derivatwatract relating to commodities that can be
physically settled provided that they are tradedaoregulated market and/or a multilateral trading
facility;

- options, futures, swaps, forwards and any otlkewrdtive contracts relating to commodities, that ¢

be physically settled not otherwise mentioned imnp&, sub-point (d), indent 3, not being for
commercial purposes, which have the characterisficgher derivative financial instruments, having
regard to whether, inter alia, they are cleared sattled through recognised clearing houses or are
subject to regular margin calls;

- derivative instruments for the transfer of credik;
- financial contracts for differences;

- options, futures, swaps, forward rate agreemants any other derivative contracts relating to
climatic variables, freight rates, emission alloaes or inflation rates or other official economic
statistics that must be settled in cash or maydtted in cash at the option of one of the parties
(otherwise than by reason of a default or othamitggition event), as well as any other derivative
contracts relating to assets, rights, obligatiandices and measures not otherwise mentioned én thi
point, which have the characteristics of other \@dgive financial instruments, having regard to
whether, inter alia, they are traded on a regulatacket or a multilateral trading facility, are ated
and settled through recognised clearing housese@ubject to regular margin calls.

3. “Transferable securities” means those classeseofirities which are negotiable on the capital
market, with the exception of instruments of payineuach as:

a. shares and other securities equivalent to skdrieh represent a share in the capital or memigersh
rights in a company, and depositary receipts ipaesof shares;

b. bonds or other forms of securitised debt, inclgdlepositary receipts in respect of such seesiti

c. any other securities giving the right to acquiresell any such transferable securities or giviag
to a cash settlement determined by reference tsfeeable securities, currencies, interest rates or
yields, commodities or other indices or measures;

For the purposes of point 3 of this Article, instrents of payment are not deemed to be transferable
securities.

4. “Money-market instruments” means all classeisfruments which are normally dealt in on the
money market, such as treasury bills, commercipemaand certificates of deposit and excluding
instruments of payment;



5. “Investment firm” means any legal person whasgular occupation or business is the provision of
one or more investment services to third partie¥anthe performance of one or more investment
activities on a professional basis;

6. “Credit institution” means a credit institutias defined by the act that regulates establishanaaht
operation of credit institutions.

7. “Collective investment undertaking” means:

- an undertaking for collective investment whicls Heeen authorised by the Agency in accordance
with the act regulating establishment and operatidnnds and management companies;

- an undertaking for collective investment whicts labtained authorisation in a Member State and
which, pursuant to the legislation of the home Menfbtate, satisfies the requirements of the Council
Directive 85/611/EEZ of 20 December 1995 on the rdibation of laws, regulations and
administrative provisions relating to undertakirigs collective investment in transferable secusitie
(UCITS) and amendments thereto;

- other foreign undertaking for collective investthécluding undertakings other than those referred
to in indent 2 of this point, as well as undertaiirior collective investment which have been grnte
authorisation to carry on business in a third count

8. “Systematic internaliser” means an investmeam fivhich, on an organised, frequent and systematic
basis, deals on own account by executing clienersrdutside a regulated market or a multilateral
trading facility;

9. “Market maker” means a person who holds himsatfon the financial markets on a continuous
basis as being willing to deal on own account byitig and selling financial instruments against his
proprietary capital at prices defined by him;

10. “Investment services and activities” means ainthe services and activities listed in Articleb
this Act relating to any of the instruments listeghoint 2 of this paragraph;

11. “Client” means any natural or legal person toom an investment firm provides investment
and/or ancillary services;

12. “Execution of orders on behalf of clients” mgatting to conclude agreements to buy or sell one
or more financial instruments on behalf of clients;

13. “Dealing on own account” means trading aggimsprietary capital resulting in the conclusion of
transactions in one or more financial instruments;

14. “Portfolio management” means managing portfolinaccordance with mandates given by clients
on a discretionary client-by-client basis where hsymrtfolios include one or more financial
instruments;

15. “Investment advice” means the provision of paad recommendations to a client, either upon
his/her/its request or at the initiative of theastment firm, in respect of one or more transastion
relating to financial instruments;

16. “Personal recommendation” is a recommendatan is made to a person in his capacity as an
investor or potential investor, or in his capa@t/an agent for an investor or potential investbat
recommendation must be presented as suitabledbp#rson, or must be based on a consideration of
the circumstances of that person, and must cotestitwuecommendation to take one of the following
sets of steps:



- to buy, sell, subscribe for, exchange, redeend tdiounderwrite a particular financial instrument;

- to exercise or not to exercise any right confitiog a particular financial instrument to buy, sell
subscribe for, exchange, or redeem a financiakunstnt. A recommendation is not a personal
recommendation if it is issued exclusively throwligtribution channels or to the public.

17. ‘distribution channels’ shall mean a channebalgh which information is, or is likely to become,
publicly available. ‘Likely to become publicly alable information’ shall mean information to which
a large number of persons have access.

18. “Tied agent” means a natural or legal person,wimder the full and unconditional responsibility
of only one investment firm on whose behalf hefslamts, carries on the activities laid down insthi
Act as the activities of tied agents.

19. “Multilateral trading facility (hereinafter: MH)” means a multilateral system, operated by an
investment firm or a market operator, which briiggether multiple third-party buying and selling
interests in financial instruments. Bringing togetlof buying and selling interests is carried out i
accordance with pre-determined non-discretionagsrin a way that results in a contract in
accordance with the provisions of this Act;

20. “Regulated market” means a multilateral systgrarated and/or managed by a market operator,
and which satisfies the following requirements:

a. brings together or facilitates the bringing tbge of multiple third-party buying and selling
interests in financial instruments, in the systend an accordance with pre-determined non-
discretionary rules, and in a way that results inoatract in respect of the financial instruments
admitted to trading under its rules and/or systems;

b. is authorised as a regulated market, and
c. functions regularly in accordance with the psans of Part 2 of this Act;

21. “Market operator” means a person or persons manage(s) and/or operate(s) the business of a
regulated market. The market operator may be thdated market itself;

22. Central counterparty is a person which for poepose of clearing of transactions in financial
instruments entered into on a regulated market@R or outside a regulated market and an MTF,
assumes responsibility for fulfilment of obligat®onf parties to counterparties in such transactions
such manner that it enters into every transactimhacts as a new seller in relation to a buyersaa a
new buyer in relation to a seller.

23. “Parent undertaking” means:

- a parent undertaking as defined in the legistagioverning accounting of enterprises and appboati
of financial reporting standards;

- for the purposes of Part 2, Title 1, Chaptersnél 41, a parent undertaking as defined in the
legislation governing accounting of enterprises apglication of financial reporting standards and
any undertaking which, in the opinion of the Ageneyercises a dominant influence over another
undertaking;

24. “Subsidiary” means:

- a subsidiary undertaking as defined in the lagish governing accounting of enterprises and
application of financial reporting standards;



- for the purposes of Part 2, Title 1, Chapters® K1, a subsidiary undertaking within the meamhg
the legislation governing accounting of enterprized application of financial reporting standardd a
any undertaking over which, in the opinion of thgeficy, a parent undertaking exercises a dominant
influence;

25. “Member State” means a member of the EuropeaioriJand a signatory to the European
Economic Area Agreement.

26. “Third country” is a country that is not a MeenlState within the meaning of point 25 paragraph 1
of this Article.

(2) By virtue of an ordinance, the Agency shall dewvn:
1. the derivative contracts mentioned in pointuh-point (d), indent 4, of paragraph 1 of this Aldi
that have the characteristics of other derivatimarfcial instruments, having regard to whethegrint

alia, they are cleared and settled through recednitearing houses or are subject to regular margin
calls;

2. the derivative contracts mentioned in pointuh-point (d), indent 7, of paragraph 1 of this &ldi
that have the characteristics of other derivatimarfcial instruments, having regard to whetheserint

alia, they are traded on a regulated market or dif ,Mire cleared and settled through recognised
clearing houses or are subject to regular mardig; ca

PART TWO
Financial instruments market
Title 1
Providing investment services and carrying on invement activities
Chapter 1
Definitions
Article 4
For the purposes of this Part of this Act, thedwihg definitions shall apply:
1. “Qualifying holding” means:
- any direct or indirect holding in an investmentfwhich represents 10% or more of the capitaifor
the voting rights, or which makes it possible temeise a significant influence over the management
of the investment firm, stock exchange or centlkering depositary company in which that holding
subsists. A holding of the capital or of the votirights shall be determined in accordance with
Articles 413 to 417, Articles 420 and 427 of thistA
- for the purposes of Chapter 9 of Part Two of thid, a qualifying holding means any direct or
indirect holding in an undertaking which represek% or more of the capital or of the voting rights

or which makes it possible to exercise a significarfluence over the management of that
undertaking.



2. “Branch” means a branch as defined by regulation establishment, structure and business
activities of sole traders and companies.

3. “Branch” means a branch as defined by the agula¢ing establishment and operation of
companies. For the purposes of this Act, all tleegd of business set up in the same Member State by
an investment firm with headquarters in another Menstate shall be regarded as a single branch;

4. “Home Member State” in the case of investmentgimeans:
- if the investment firm is a natural person, thervber State in which its head office is situated,;
- if the investment firm is a legal person, the M@mState in which its registered office is sitdate

- if the investment firm has, under its national lao registered office, the Member State in whish
head office is situated;

5. “"Home Member State” in the case of a regulatedket means the Member State in which the
regulated market is registered or, if under the dhthat Member State it has no registered office,
Member State in which the head office of the regdanarket is situated;

6. “Host Member State” means the Member State,rdthemn the home Member State, in which an
investment firm has a branch or performs investrsentices and/or activities directly.

7. “"Host Member State” in the case of a regulateket means the Member State, other than the
home Member State, in which a regulated marketigesvappropriate arrangements so as to facilitate
access to trading on its system by remote memlreparticipants established in that same Member
State;

8. “Competent authority” means:

- the competent authority designated by a statetwtias, under the laws of that state, competernce fo
supervision of investment firms, unless it is stiped by a provision of this Act that such provisio
relates to an authority that has competence fathantype of supervision;

- the competent authority of a Member State whiah, lunder the laws of that state, competence for
supervision of investment firms and which has bdesignated by that Member State as a contact
point in accordance with Article 56, paragraph flDwective 2004/39/EC, unless it is stipulateday
provision of this Act that such provision relatesan authority that has competence for another aype
supervision. The contact point in accordance witticke 56, paragraph 1, of Directive 2004/39/EC
shall be the Agency;

9. “Normal trading hours” means those hours whigh trading venue or investment firm establishes
in advance and makes public as its trading hours.

10. “Durable medium” means paper or any instrunvgmth enables a client to store information in
digital format in such a way that access, procgsamd integrity of the information is ensured for a
least the period of time stipulated by law or psiatis enacted by virtue of this Act;

11. “Relevant person” in relation to an investmi@mh, means:

- a person in managerial position in the investnfient, person with equity holdings or tied agent of
the investment firm;

- a person in managerial position or person withitgcholdings in any tied agent of the investment
firm;



- an employee of the investment firm or of a tiggra of the investment firm, as well as any other
natural person whose services are placed at tpegdisand under the control of the investment firm
or a tied agent of the investment firm and whaiglved in the provision by the investment firm of
investment services and activities;

- a natural person who is directly involved in firevision of services to the investment firm oiitto
tied agent under an outsourcing arrangement foptingose of the provision by the investment firm of
investment services and activities;

12. “Person with whom a relevant person has a faralationship” means:

- the spouse of the relevant person or any pamfidhat person considered by national law as
equivalent to a spouse;

- a dependent child or stepchild of the relevansqe;

- any other relative of the relevant person who $teered the same household as that person for at
least one year on the date of the personal traneamincerned,

13. “Outsourcing” means an arrangement of any fbatween an investment firm, stock exchange,
central clearing and depositary agency and a seprovider by which that service provider performs
actions, services or activities which would othemvbe undertaken by the investment firm, stock
exchange or central clearing depositary company;

14. “Clearing member” means a member of the stochange or the clearing house which has a
direct contractual relationship with the centralictrparty;

15. “Local firm” means a firm dealing for its owra@unt on markets in financial futures or options o
other derivatives and on cash markets for themalpose of hedging positions on derivatives markets
or dealing for the accounts of other members obéhmarkets and being guaranteed by clearing
members of the same markets, where responsilaliterisuring the performance of contracts entered
into by such a firm is assumed by clearing membgtke same markets;

16. “Financial institution” means any undertakintger than a credit institution, the principal atgiv
of which is to acquire holdings or to carry on @manore of the basic financial services as defimgd
the act governing establishment and operationaafitmnstitutions;

17. “Parent financial holding company in the Repulbf Croatia (hereinafter: RoC parent financial
holding company)” means a financial holding compavith a registered office in the Republic of
Croatia which is not itself a subsidiary of anotirarestment firm authorised by the Agency, or of a
credit institution authorised by the Croatian Na&ibBank, or of another financial holding company
set up in the Republic of Croatia;

18. “Parent financial holding company in the EummpeUnion (hereinafter: EU parent financial
holding company)” means a parent financial holdioghpany with a registered office in a Member
State which is not itself a subsidiary of a cradgtitution or of an investment firm authorisedainy
Member State, or of another financial holding compset up in any Member State;

19. "Parent investment firm in the Republic of Graghereinafter: RoC parent investment firm)”
means an investment firm with a registered officetie Republic of Croatia which has a credit
institution, investment firm, another financial fihgtion as a subsidiary or which holds a partitiga

in one or more such entities, and which is noffissubsidiary of another investment firm autheds
by the Agency, or of a credit institution authodday the Croatian National Bank, or of a financial
holding company set up in the Republic of Croatia;



20. “Parent investment firm in the European Unibaréinafter: EU parent investment firm)” means a
parent investment firm with a registered officeailMember State which is not itself a subsidiary of
another investment firm or of a credit institutiaothorised in any Member State, or of a financial
holding company set up in any Member State;

21. “Recognised third-country investment firms” medirms meeting the following conditions:

- firms which, if they were established within EWould be covered by the definition of investment
firm;

- firms which are authorised in a third countrydan

- firms which are subject to and comply with prutigrrules considered by the Agency as at least as
stringent as those laid down in this Act;

22. “Ancillary services undertaking” means a unalrtg the principal activity of which consists in
owning or managing property, managing data-prongssystem or performing any other similar
activity which is ancillary to the principal actiyiof one or more credit institutions or investment
firms;

23. “Financial holding company” means a financiatitution the subsidiary undertakings of which
are either exclusively or mainly investment firnmsother financial institutions, at least one of @tis
an investment firm, and which is not a mixed finahbolding company.

24. “Mixed-activity holding company” means a paremtdertaking other than a financial holding
company or an investment firm or a mixed finandialding company, the subsidiaries of which
include at least one investment firm and not inelactredit institution;

25. “Mixed financial holding company” means a pdrandertaking other than a credit institution,
insurance undertaking or investment firm, the gilibgies of which include at least one credit
institution, insurance undertaking or investmenfi

26. “Close links” means a situation in which twonoore natural or legal persons are linked in any of
the following ways:

- participation relationship;
- control relationship; or

- the fact that both or all are permanently linkedone and the same third person by a control
relationship;

27. "Control” means the relationship between a pavadertaking and a subsidiary as defined in the
legislation governing accounting of enterprises apglication of financial reporting standards, or a
similar relationship between any natural or legakspn and an undertaking;

28. “Participation” as defined in the legislatioovgrning accounting of enterprises and applicabion
financial reporting standards means participatioa person in another legal person if:

- it has direct or indirect investments on the ®asi which it owns 20% or more of the capital or
voting rights of that legal person; or



- it has a holding in that legal person amountméess than 20% of its capital or voting rightsickh
has been acquired with the intention to enabletherbasis of permanent link with that legal person,
influence over its management;

29. “Undertakings managed on unified basis” asngefiin the legislation governing accounting of
enterprises and application of financial reportisigandards means undertakings which are not
connected as described in Article 3 paragraph 1beur®3 and 24 of the Act, but are affiliated in any
of the following ways:

- undertakings operate on equal terms and are rednag unified basis pursuant to a contract or
provisions of a statute;

- majority of the members of the management boaslipervisory board of those undertakings are the
same persons.

30. “Asset management company” means a manageromgany defined by the act regulating the
conditions for establishment and operation of itwest funds and investment fund management
companies;

Chapter 2

Investment firms
Section 1
Investment services and activities and ancillary seices

Article 5
(1) Investment services and activities within theaming of this Act are as follows:
1. reception and transmission of orders in relatioone or more financial instruments;
2. execution of orders on behalf of clients;
3. dealing on own account;
4. portfolio management;
5. investment advice;

6. underwriting of financial instruments and/orgitey of financial instruments on a firm commitment
basis;

7. placing of financial instruments without a fisammitment basis;
8. operation of Multilateral Trading Facilities.
(2) Ancillary services within the meaning of thistAare as follows:

1. safekeeping and administration of financial mmstents for the account of clients, including
custodianship and related services such as calstiéral management;



2. granting credits or loans to an investor tovallom/her/it to carry out a transaction in one aren
financial instruments, where the firm granting tihedit or loan is involved in the transaction;

3. advice on capital structure, industrial stratagy related matters, and advice and servicesnglat
to mergers and the purchase of undertakings;

4. foreign exchange services where these are ctathizcthe provision of investment services;

5. investment research and financial analysis beroforms of general recommendation relating to
transactions in financial instruments;

6. services related to the services referred mwint 6 of paragraph 1 of this Article;

7. investment services and activities as well asllary services mentioned in this Article related
the underlying of the derivatives referred to irtiéle 3, paragraph 1, point 2, sub-point (d), irnde2)
3, 4 and 7, of this Act where these investmentisesvand activities are connected to the provision
investment or ancillary services.

Provision of investment services and performance dafivestment activities in the Republic of
Croatia
Article 6

(1) The following undertakings may provide inveshinservices and perform investment activities in
Republic of Croatia:

1. an investment firm which has been authorisethbyAgency;

2. an investment firm with a registered office ilM@mber State, other than a credit institution or
financial institution, which sets up, in accordangith the provisions of this Act, a branch in the
Republic of Croatia or is authorised to providegsiment services and perform investment activities
in the Republic of Croatia directly;

3. a branch of an investment firm with a registesfte in a third country, which has been authextis
by the Agency.

(2) In addition to the undertakings referred to paragraph 1 of this Article, the following
undertakings may also provide investment servioespgrform investment activities:

1. a credit institution authorised by the Croatdational Bank;
2. a credit institution or financial institutionoim a Member State, which sets up, in accordande wit
the provisions of the act regulating establishrmaamd operation of credit institutions, a branchha t

Republic of Croatia, or is authorised to provideficial services in the Republic of Croatia dirgctl

3. a branch of a credit institution with a registkpoffice in a third country, which has been atigeat
by the Croatian National Bank;

(3) In the Republic of Croatia, investment servidescribed in Article 5, paragraph 1 point 8, may
also be provided by a market operator meeting dineitions stipulated by this Act;

(4) Apart from the persons referred to in paragsapho 3 of this Article, no other person is peteut
to provide investment services or perform investnaetivities in the Republic of Croatia;



(5) Paragraph 4 of this Article shall not applyth® persons referred to in Article 9 of this Act as

regards the transactions and activities to whiehetkemptions specified in Article 9 of this Actatel.
Article 7

(1) By way of derogation from the provisions of i8l¢ 6, paragraph 4, of this Act, the investment

services referred to in Article 5, paragraph 1 nm#é and 5, of this Act may also be provided by

management companies of open-end investment furitts public offer in accordance with the

provisions regulating the conditions for establigitnand operation of open-end investment funds

with public offer and of management companies @mend investment funds with public offer.

(2) The following provisions of this Act shall agphccordingly to management companies of open-

end investment funds with public offer which prawithe investment services referred to in Article 5,

paragraph 1, points 4 and 5, of this Act:

1. the provisions of Article 9, paragraph 2, okthict;

2. the provisions of Article 31 to 35 of this Agtlating to the initial capital;

3. the provisions of Article 36 to 43 of this AogJating to the organisational requirements;

4. the provisions of Article 53 to 71 of this Aotlating to the conduct of business obligations;

5. the provisions of Articles 82 to 84 of this Act

6. the provisions of Articles 222 to 246 of thistAelating to the investors compensation,

7. the provisions of Articles 247 to 279 of thistAlating to supervision of provision of invesime
services

Article 8

The following provisions shall apply accordingly ¢cedit institutions providing investment services
and performing investment activities:

1. Article 9, paragraph 2, of this Act;

2. the provisions of Articles 222 to 246 of thistAelating to the investors compensation,
3. the provisions of Articles 36 to 43 of this Ag|ating to the organisational requirements,
4. the provisions of Articles 119 to 135 of thistAc

5. the provisions of Articles 53 to 135 of this Act

6. the provisions of Articles 141, 147, 152, 158 464 of this Act;

7. the provisions of Articles 249, 250, 555, 5568 and 560 of this Act;



Article 9
Exemptions

(1) The provisions of Part 2 of this Act relating the provision of investment services and
performance of investment activities shall not gpl

1. insurance and reinsurance undertakings;

2. persons which provide investment services ekals for their parent undertakings, for their
subsidiaries or for other subsidiaries of theirgpamundertakings;

3. persons providing investment services where sacvices are provided in an incidental manner in
the course of a professional activity and thatvégtis regulated by legal or regulatory provisiarsa
code of ethics governing the profession which do exclude the provision of these investment
services;

4. persons who do not provide any investment sesvic activities other than dealing on own account
unless they are market makers or deal on own at@uiside a regulated market or an MTF on an
organised, frequent and systematic basis by pnoyiei system accessible to third parties in order to
engage in dealings with them;

5. persons which provide investment services ctingisexclusively in the administration of
employee-participation schemes;

6. persons which provide investment services wiicly involve both administration of employee-
participation schemes and the provision of investmservices exclusively for their parent
undertakings or for other subsidiaries of theirgpaundertakings;

7. the members of the European System of Centraék8and other national bodies performing similar
functions and other public bodies charged witmtgrvening in the management of the public debt;

8. collective investment undertakings and pensiord$, and the depositaries and managers of such
undertakings;

9. persons dealing on own account in financialrimsents, or providing investment services in the
commodity derivatives or derivative contracts reddrto in Article 2, paragraph 1, point 2, sub-poin
(d), indent 7, of this Act to the clients of themain business, provided this is an ancillary attivo
their main business, when considered on a grouig,tesd that main business is not the provision of
investment services and performance of investmgitities within the meaning of this Act or the act
regulating establishment and operation of crediitutions;

10. persons providing investment advice in the seuwnf performing another activity within the
framework of their regular occupation or business e¢overed by the provisions of this Act which
relate to provision of investment services andgrerbnce of investment activities, provided that the
provision of such advice is not specifically remated;

11. persons whose main business consists of dealngwn account in commodities and/or
commodity derivatives, except where they are péra group the main business of which is the
provision of other investment services pursuanhi® Act or banking services under the act goveaynin
establishment and operation of credit institutions;

12. persons which have the status of a local finnsgant to this Act.



(2) The rules for the provision of investment seegi and performance of investment activities laid
down in this Act shall not apply to the provisioh services in the capacity of a counterparty in

transactions carried out by government bodies,ipiigldies dealing with public debt or by members
of the European System of Central Banks perfornimgr tasks as provided for by the Treaty

establishing the European Community and the Stafuttee European System of Central Banks and of
the European Central Bank or performing equivdienttions under national provisions.

(3) The Agency shall, by virtue of an ordinancefirde the criteria for determining when an
investment service and activity is to be considemedancillary to the main business in the cases
prescribed by points 3, 9 and 11 of paragraphthisfArticle.

(4) The provisions of Part 2 of this Act on thedirtial instruments market shall not apply to the
Zagreb Money Market (TrziSte novca d.d. Zagreb).

Subsection 1
Establishment of investment firms
Article 10

(1) An investment firm shall be established andrafgeas a limited-liability company or a joint-stoc
company in accordance with the provisions regulaistablishment and operation of companies
unless otherwise provided by this Act.

(2) An investment firm may also be established S&®cietas Europea (SE) with a registered office in
Republic of Croatia.

(3) The Agency shall keep a register of the fireiemred to in Article 6 of this Act which have been
authorised by the competent authorities for thevision of investment services and performance of
investment activities referred to in Article 5 bfg Act.

(4) The companies referred to in Article 7, parabra, of this Act shall also be entered in the seyi
referred to in paragraph 3 above.

(5) The Agency shall, by virtue of an ordinancesd@fy prescribe the contents, form and the method
of keeping of the register referred to in paragraatibove.

Professional activity of the investment firm
Article 11

(1) In the Republic of Croatia, an investment finmay provide the investment services and perform
the investment activities and related ancillarywmes listed in Article 5, paragraphs 1 and 2, t
Act subject to prior authorisation by the Agency garovided that such services and activities have
been entered in the court register as the firmégssional activity.

(2) An investment firm may not carry on other aitids, apart from the activities referred to in
paragraph 1 of this Article.

(3) A company whose title contains the words “irent firm” or derivatives thereof may not be
entered in the court register if the legal persomuestion has not obtained authorisation from the
Agency for the provision of investment services padformance of investment activities.



Obligation to notify the Agency
Article 12

(1) The investment firm shall permanently complythwthe conditions under which it has been
authorised by the Agency.

(2) The investment firm shall notify the Agency thin eight days, of any change of the data given in
the application for authorisation.

Requirements and procedures for issuance of authaation
Article 13
(1) An investment firm shall obtain authorisatioarh the Agency.

(2) Authorisation shall be issued for an indefingeriod, it may not be transferred to another perso
and shall not apply to a legal successor.

(3) Application for the authorisation shall be sitied by the founders or management board of the
investment firm.

(4) The authorisation referred to in paragraph dvalshall contain authorisation for the provisidn o
the investment services and performance of thestment activities listed in Article 5, paragraplof,
this Act in respect of which the investment firmslsbmitted application and meets the requirements
set out in this Act and regulations adopted purstathis Act.The application of the investmentrfir
must contain a designation as to whether it relébeshe provision of investment services and
performance of investment activities involving fadlancial instruments or only specific ones.

(5) The authorisation referred to in paragraph dvabmay also include authorisation for the provisio
of one or more ancillary services mentioned in &et, paragraph 2, of this Act, which are related
the investment services and activities referrethtdrticle 5, paragraph 1, of this Act for whicheth
investment firm has been authorised.

(6) The authorisation referred to in paragraph dvabshall contain a designation as to whether the
investment firm is authorised to hold money anfif@ncial instruments of its clients.

(7) Authorisation shall in no case be granted ® itivestment firm solely for the provision of the
ancillary services referred to in Article 5, parggh 2, of this Act.

(8) Prior to entry of the establishment of the stweent firm in the court register, and prior to dagr
entry of the investment services and activities geldted ancillary services subsequently applied fo
in respect of all financial instruments or only cifie ones, the investment firm must obtain
authorisation or an extension of the authorisation.

(9) The Agency shall specify, by virtue of an oatice, the contents of the application for issuarice
authorisation to an investment firm, the documémas must accompany the application, as well as the
contents of such documents.

(10) Authorisation granted by the Agency shall laéidson the territory of Member States and shall
enable investment firms to provide investment sewiand perform investment activities and related
ancillary services directly or through a branch.



Extension of authorisation
Article 14

(1) After it has been granted the authorisatiormefl to in Article 13 of this Act, an investmeintf
may submit a request for extension of its authtiaeafor the provision of additional investment
services or activities or related ancillary sersicas referred to in Article 5 of this Act, notdéseen at
the time of initial authorisation as well relatea financial instruments on which already granted
authorisation does not apply.

(2) The provisions of this Act relating to authatisn shall analogously apply to the extension of
authorisation. The request for extension of ausiation shall be submitted by the management board
of the investment firm.

Article 15

(1) The request for authorisation may also be stibthby a joint-stock company or a limited-lialyilit
company which has already been set up, wherebyetngest for authorisation shall be submitted by
the management board.

(2) The company referred to in paragraph 1 abovetmbtain authorisation prior to entry of the
change of the company’s professional activity i ¢burt register.

Article 16

(1) A credit institution may provide the investmesgrvices and perform investment activities and
related ancillary services referred to in Articleparagraphs 1 and 2, of this Act for which it bagn
authorised by the Croatian National Bank.

(2) The Croatian National Bank shall issue the atiglation referred to in paragraph 1 of this Agicl
subject to prior approval of the Agency which msetisfy itself that the requirements for provisadn
the investment services and performance of thestmwent activities and related ancillary services
referred to in Article 5, paragraphs 1 and 2, of #ct have been met.

(3) At the request of a credit institution, the Agg shall issue the prior approval referred to in
paragraph 2 of this Article if the credit institni in question meets the requirements laid dowthen
provisions of Article 30, Articles 36 to 43 and i&tes 119 to 135 of the Act.

(4) The Agency shall decide on the applicationigsuance of prior approval within 60 days of the
date of receipt of a duly submitted application.

(5) The provisions of Article 17 of this Act shalpply accordingly to issuance of prior approvahto
credit institution.

(6) For the purpose of issuance of the approvarredl to in paragraph 5 above, the words “credit
institution” shall be used accordingly insteadlwd# tvords “investment firm” in Article 30, Article36

to 43 and Articles 119 to 135 of the Act. Article$9 to 135 of the Act shall apply only in the case
when a credit institution submits an applicationdperation of an MTF as well.

Decision-making regarding applications for authoristion

Article 17



(1) The Agency shall grant authorisation to an streent firm if the latter has satisfied the corahis
relating to:

1. form, shares and initial capital of the firm;

2. acquisition of qualifying holdings for all holdeof qualifying holders and close links;
3. issuance of approval to the members of the neamagt board;

4. organisational requirements;
5. membership of an investor compensation scheme.

(2) If the application for authorisation relatespgmovision of the services referred to in Article 5
paragraph 1, point 8, of this Act, the Agency slsdle authorisation if the investment firm sagisfi
the requirements laid down in Articles 119 to 13%he Act in addition to the requirements referted
in paragraph 1 of this Article.

(3) The Agency shall decide on the application mef# to in Article 13, paragraph 3, of this Act
within six months of the date of receipt of a dwlybmitted application. An application will be
regarded as duly submitted if, pursuant to the ipions of the ordinance referred to in Article 13,
paragraph 10, of this Act, it contains all requipgelces of information and if it is accompaniedattly
required documents.

(4) If the applicant does not correct, within theripd determined by the Agency, the deficiencies in
respect of the application in accordance with tbefination received from the Agency, the applicant
shall be regarded as having renounced the applicati
(5) If an investment form does not comply with eflquirements for provision of some of the
investment services and performance of some oathigities and related ancillary services to which
its application for authorisation relates, the Agemay restrict the scope of authorisation to those
investment services, activities and related angilervices in relation to which the firm complies
with the requirements set out in this Act.

Merging decision-making procedures concerning grarihg of authorisation

Article 18

At the time of granting of authorisation to an istraent firm, the Agency may also decide on the
following applications:

1. the investment firm’s application for authorisat

2. application by the holders of qualifying holdéws approval for acquisition of a qualifying hahdj
in the investment firm;

3. application for issuance of approval for a mendfehe management board of the investment firm.

Lapse of authorisation
Article 19

(1) The authorisation shall lapse:



1. if the investment firm does not commence praxgdnvestment services and performing investment
activities within 12 months of the date of issuaéeauthorisation, on expiry of the period of 12
months;

2. if the investment firm does not provide for siwnths in a row any investment services or perform
any investment activity for which the authorisatio@is been granted, on expiry of the period of six
months;

3. at the request of the investment firm, uponveeli of the decision issued by the Agency;

4. upon delivery of the Agency’s decision on witdndal of the authorisation issued to the investment
firm;

5. in the case of a credit institution, upon delyvef the decision on withdrawal of authorisation
issued to a credit institution, or from the datdagfse of authorisation by virtue of law, in accorde
with the act governing establishment and operaifaredit institutions;

6. as of the date of opening of bankruptcy procegi

7. as of the date of closure of liquidation prodegst

(2) In the event that the situation referred t@dint 1 or point 2 of paragraph 1 of this Articlésas,
the Agency shall take a decision establishingttegranted authorisation has lapsed.

(3) The Agency shall notify stock exchange, centiglaring depositary agency, central register
operator and clearing and settlement system operafothe lapse of authorisation referred in
paragraph 1. to 3. of this Article, when it is apable.

Status changes of investment firms

Article 20

(1) If an investment firm is involved in the prosesf merger or division of the firm, it must obtain
authorisation from the Agency for such merger @rsin.

(2) The provisions of this Act relating to issuarafeauthorisation to an investment firm shall apply
accordingly to decision-making concerning issuaaot@uthorisation for merger or division of the
firm.
(3) If a new firm is formed as a result of mergedwision of an investment firm, which will prowd
investment services and/or perform investment #ietsy that firm must obtain authorisation from the
Agency prior to entry of the merger or divisionthre court register.
(4) Paragraphs 1 to 3 of this Article shall apphalagously to other status changes an investment fi
is undergoing.

Subsection 2

Management board of an investment firm

Article 21



(1) An investment firm shall have at least two mensbof the management board who effectively
direct the business and jointly represent the itmeest firm. One member of the management board
shall be appointed as the president of the managdwmard.

(2) By way of derogation from paragraph 1 of thigide, the management board of an investment
firm which is not authorised to hold money and ficial instruments of their clients may have one
member only. In that case, investment firm shdlldsh additional measures and procedures that wil
ensure sound and prudent management of the investine. If that investment firm has more
members of the management board, paragraph lisdtticle shall apply analogously.

(3) Members of the management board direct thenbasiand jointly represent the investment firm,
unless the foundation act of investment firm priéss otherwise.

(4) The members of the management board of thesiment firm must be of sufficiently good repute
and must have the required professional qualibcatiand be sufficiently experienced so as to ensure
the sound and prudent management of the investinent

(5) The members of the management board of thesiment firm shall direct the business of the
investment firm on a full-time basis and on theiba$ employment with the investment firm.

(6) At least one member of the management board beuBuent in Croatian.

(7) The members of the management board of thesiment firm shall direct the business of the
investment firm from the territory of the RepubditCroatia.

(8) Management board of the investment firm mayauise a person with special purpose power of
attorney (prokurist) to direct the business ofitheestment firm or to conclude the contract andycar
out legal actions on behalf and for the accounhefinvestment firm, jointly with at least one meanb
of the management board of the investment firm.

(9) Accompany with the entrance of the person wfhcial purpose power of attorney (prokurist) in
the court register, management board of the investrfirm shall enter all limitations of that spdcia
purpose power of attorney (prokura).

(10) Requirements that has to fulfil the persorwttom the special commercial proxy (prokura) is
given, means and modes of granting the special @uial proxy, the scope of the authority,
including all limits in undertaking certain actiobg special commercial proxy, shall be determingd b
the foundation act of investment firm.

(11) In the case that the investment firm is madagethe board of directors, the board shall apgpoin
at least two executive directors. The provisionthed Act and the regulations adopted on the hafsis

this Act relating to the members of the managenmydrd of the investment firm shall apply
analogously to executive directors.

(12) By virtue of an ordinance, the Agency shabdfy in more detail the requirements which must
be met by the members of the management boara dfitlestment firm, as well as the contents of the
application for issuance of approval for the positiof a member of the management board, the
documents that must accompany the applicationt@ddntents of the documents.

Approval for appointment

Article 22

(1) A person may be appointed member of the manageboard of the investment firm only subject
to prior approval of the Agency.



(2) Application for issuance of the approval rederrto in paragraph 1 of this Article shall be
submitted by the members or by the supervisorydoéthe investment firm, who shall apply for a
maximum term of office of five years.

(3) The applicants referred to in paragraph 1 @f &rticle shall enclose with their application pfo
of compliance with the requirements set out in @eti21 of this Act and the ordinance referred to in
Article 21, paragraph 12, of this Act.

(4) In the course of decision-making concerningasge of the approval referred to in paragraph 1 of
this Article, the Agency may require the candid@iethe member of the management board of the
investment firm to present the investment firm nggamaent programme.

(5) The person who has obtained approval of thendgéor the position in one investment firm shall
re-apply to the Agency and obtain its approval pt@ his/her appointment to the same position in
another investment firm.

(6) The Agency shall refuse approval for the appoént of a member of the management board if:

1. the person proposed does not meet the requitenseh out in Article 21 of this Act and the
ordinance referred to in Article 21, paragraphdfzhis Act;

2. the Agency has objective and demonstrable gfordbelieving that the activities or business the
person engages in or has engaged in pose a tlréht tmanagement of the investment firm in
accordance with the risk management rules reféor@d Chapter 9 of this Title;

3. if the application for issuance of approval eams false statements or information.

Withdrawal and lapse of approval for appointment ofa member of the management board
Article 23

(1) The Agency shall withdraw the approval issuedatmember of the management board in the
following cases:

1. if the member of the management board no lomgeats initial conditions under which the approval
was granted,;

2. if the member of the management board repeafadly to meet the obligation to establish and
evaluate efficiency of the policies, measures derimal procedures aimed at establishing all the
necessary arrangements for the investment firmotopty with this Act or if he/she fails to meet the
obligation to undertake relevant actions with awte eliminating irregularities in the operationtbf
investment firm;

3. if the approval has been granted on the badesd information.

(2) If the Agency withdraws approval issued to amber of the management board, the investment
firm is obliged to take, without delay, a decistorrecall that member of the management board.

(3) In the case referred to in paragraph 2 abdwe faunders or the supervisory board shall appoint
their replacements, without the Agency’s consemtafmaximum term of three months.

(4) Approval issued to a member of the managemesautcoof the investment firm shall lapse if:



1. the person is not appointed to or does not assbenoffice to which the approval relates withih 1
months of the date of issuance of the approval,

2. the person’s term of office to which the apploetates expires, as of the date of expiry oftéren
of office;

3. the person’s contract of employment with theestiment firm expires, as of the date of expiryhef t
contract.

Subsection 3
Brokers and investment advisers
Article 24

(1) A broker is an employee of an investment firtmovwperforms, on the basis of authorisation issued
by the Agency, the activities covered by the inwvestt services referred to in Article 5, paragraph 1
points 1 and 2, of this Act.

(2) An investment adviser is an employee of anstwent firm and who performs, on the basis of
authorisation issued by the Agency, the activitesered by the investment services referred to in
Article 5, paragraph 1, points 1, 2, 4 and 5, @ #hct, and an employee of management company of
open-end investment funds with public offer whofgens, on the basis of authorisation issued by the
Agency, the activities covered by the investmentises referred to in Article 5, paragraph 1, psidt
and 5, of this Act.

(3) The broker and investment adviser must be fiicgently good repute and must have the required
professional qualifications.

(4) The Agency is authorised to organize and implartraining programme and run professional
examinations in order to ensure that the candidasapable of performing the activities referieed
in paragraphs 1 and 2 of this Article, and to issertificates thereof.

(5) The Agency shall specify, by virtue of an oatice, the programme and the method of running of
the professional examination referred to in panglgrdof this Article.

(6) The Agency may recognize the certificate isswec foreign authority as a certificate equivalent
to the one referred to in paragraph 4 of this Aetic

(7) The Agency shall specify, by virtue of an oatice, the conditions under which the authorisations
referred to in paragraphs 1 and 2 of this Artickeiasued, as well as the contents of the apphicdar
issuance of the authorisation, the documents wimakt accompany the application, as well as the
contents of such documents.

(8) The persons who have not obtained authoriséton the Agency are not permitted to perform the
activities referred to in paragraphs 1 and 2 of faticle.

(9) The Agency shall keep the register of brokeid iavestment advisers.

(10) The Agency shall specify, by virtue of an aatice, the contents, method and form of keeping of
the register referred to in paragraph 9 of thischet



Article 25

(1) The Agency shall, at the request of the natpeason referred to in paragraph 1 or paragraph 2 o
Article 24 of this Act, issue authorisation for flemance of the activities covered by the investimen
services listed in Article 5, paragraph 1, poinasntl 2, of this Act (authorisation for the positioina
broker), or of the activities covered by the inmesit services listed in Article 5, paragraph 1nfoi

1, 2, 4 and 5, of this Act (authorisation for thesition of an investment adviser). The Agency shall
issue the authorisation referred to in this panalgifithe natural person meets all the requiremiands
down in Article 24 of this Act and in the ordinanederred to in paragraph 7 of Article 24 of thistA

(2) The provisions of Article 17 of this Act shalpply analogously to issuance of authorisation to a
broker and an investment adviser.
Standards of professional conduct for brokers andnvestment advisers
Article 26

(1) In performing the activities related to investm services provided by investment firms to chent
brokers and investment advisers shall act in canpé with:

1. the provisions of this Act and the regulatiodsted on the basis of this Act; and
2. professional rules and standards.
(2) An investment adviser is not permitted to renwmnd buying or selling of financial instruments
solely for the purpose of earning commission.

Withdrawal of authorisation from brokers and investment advisers

Article 27

(1) The Agency shall withdraw authorisation issteed broker or an investment adviser if:
1. the broker or investment adviser is convictedibgl judgement of a criminal act or acts adversel
affecting the property, security of payment tratisas and operations, or calling into question
authenticity of documents, or involving abuse ahauty in performing economic activities, or ofyan
criminal act as provided for by this Act, or if acsirity measure has been imposed banning him/her
from pursuing the occupation which is entirely artfy covered by the main activity of the investrmen
firm
2. he/she has been found guilty of an offence uAdizle 568 paragraph 1 number 10 of this Act;

3. he/she has seriously infringed the provisionthsf Act and provisions of the regulations adopted
on the basis of this Act;

4. he/she no longer meets initial requirementshenbisis of which the authorisation was granted and
fails to meet these requirements within the timatldetermined, where appropriate, by the Agency.

5. it establishes that the authorisation has beamgd on the basis of false information;

(2) The Agency may withdraw authorisation issued toroker or an investment adviser if in spite of
warnings of the Agency, he/she keeps violating legns of the stock exchange or an MTF operator;



(3) By virtue of a decision on withdrawal of thettaarisation issued to a broker of investment adyise
the Agency shall fix the period within which theoker or investment adviser may not reapply for
authorisation, such period amounting to betweeriranmam of three months to a maximum of five
years.

(4) Gross violation of the provisions referredrigoiaragraph 1, point 5, of this Article shall beed

to be any of the following situations:

1. when a broker or investment adviser infringes same provisions of this Act or the provisions
adopted on the basis of this Act for the secone tivithin a period of three years;

2. when a client or another person suffers damadigse because of infringement of the provisions of
this Act or the provisions adopted on the basishidf Act, pursuant to the separate decision of an
Agency.

(5) The Agency shall caution the broker or investimadviser if he/she violates the provisions of

Article 26, paragraph 1, of this Act, but the cdimfis under which the authorisation is to be
withdrawn are not in place.

Subsection 4
Shareholders and members with qualifying holdings
Article 28

(1) At the time of submission of application fostignce of the authorisation as an investment firm
referred to in Article 13, paragraph 1, of this Atte applicant shall submit to the Agency the
information on the identities of the shareholdarsnembers of the investment firm, whether direct or
indirect, that have qualifying holdings, amountstbbse holdings and the additional documents
specified by the ordinance referred to in Article paragraph 4, of this Act.

(2) The provisions of Article 50 of this Act shalpply accordingly to the application referred to in
paragraph 1 of this Article.

Close links

Article 29

(1) Where close links exist between the investrfiemtand other natural or legal persons, the Agency
shall issue authorisation as an investment firny drthose links do not prevent the effective exszc
of the supervision of the investment firm.
(2) The Agency shall refuse authorisation if theedaregulations or administrative provisions of a
third country governing one or more natural or lggersons with which the undertaking has close
links, or implementation and enforcement of suchWslaregulations or administrative provisions
prevent the effective exercise of supervision efittvestment firm.

Subsection 5

Membership of the Investor Compensation Scheme

Article 30



Membership of the Investor Compensation Schemesuaunt to Articles 222 to 246 of this Part of the
Act, is obligatory for the following firms with aegistered office in the Republic of Croatia, which
provide the investment services and perform thiwities listed in Article 5, paragraph 1, of thisiA
when these firms are authorised to hold money ariohancial instruments of clients, and when they
perform the ancillary investment services refetreh Article 5, paragraph 2, point 1, of this Act:

1. investment firms;

2. credit institutions which provide investmentwees and perform investment activities on the $asi
of the act that governs establishment and operafioredit institutions;

3. management companies of open-end investmens fuiitth public offer when they provide the
investment services referred to in Article 5, paapd 1, points 4 and 5, of this Act.

Subsection 6
Initial capital of an investment firm
Article 31

(1) The level of initial capital of an investmeritni depends on the type and scope of investment
services and activities in respect of which theegtient firm applies for authorisation of the Agenc

(2) Initial capital of an investment firm must hély paid up in cash and the shares that constihge
initial capital may not be issued before full ambanhwhich they are issued is paid. When investment
firm is established as a limited-liability compammount of initial holdings must be fully paid up i
cash before entering in the court register.

Article 32

(1) An investment firm which is authorised for theovision of one or more investment services
referred to in Article 5, paragraph 1, points 19124, of this Act and which holds clients’ money
and/or financial instruments, and is not authorig®dthe provision of the investment services and
performance of the investment activities referrednt Article 5, paragraph 1, points 3 and 6, must
have a initial capital amounting to at least HRKillion.

(2) An investment firm which is authorised for exgon of clients’ orders for financial instruments
may hold such instruments for its own accountlifte following conditions are met:

1. such positions arise only as a result of thra'§irfailure to match clients’ orders precisely;
2. the total market value of all such positionsubject to a ceiling of 15% of the firm’s initiahjital;

3. the investment firm meets the requirementsdaign in Articles 176 to 178 and Articles 193 to 200
of this Act; and

4. such positions are incidental and provisionahature and strictly limited to the time required t
carry out the transaction in question.

The investment firm’s holding of non-trading-boodsgtions in financial instruments in order to inves
own funds shall not be considered as dealing iaticel to the services set out in paragraph 1 and
paragraph 3 of this Article.



(3) When the investment firm referred to in paragrd of this Article is not authorised to hold
clients’ money and/or financial instruments, itgiah capital must amount to at least HRK 400 000.

Article 33
Local firms, insofar as they benefit from the fresdof establishment or to provide services spetifie
in this Act, shall have initial capital of at lea$RK 400 000.

Article 34
(1) Investment firms which are only authorised tovide the services referred to in Article 5,
paragraph 1, points 1 and 5, without holding moasg/or financial instruments belonging to their
clients and which for that reason may not at amgtplace themselves in debt with those clientd shal
have:

1. initial capital of at least HRK 400 000; or

2. professional indemnity insurance representinigast HRK 8 million applying to each claim and in
aggregate HRK 12 million per year for all claims; o

3. a combination of initial capital and professioinademnity insurance in a form resulting in a leok
coverage equivalent to that referred to in points 2 of this paragraph.

(2) The firm which is also registered, in addititm the activities referred to in paragraph 1, for
insurance mediation as defined by the provisiomgegong the conditions for establishment and
operation of insurance undertakings, shall have:

1. initial capital of at least HRK 200 000; or

2. professional indemnity insurance representirigagt HRK 4 million applying to each claim and in
aggregate HRK 6 million per year for all claims; or

3. a combination of initial capital and professionademnity insurance in a form resulting in a leok
coverage equivalent to that referred to in poiot point 2 of this paragraph.

Article 35
All investment firms other than those referred noAirticles 31 to 34 of this Act shall have initial
capital of at least HRK 6 million.

Subsection 7
Organisational requirements for investment firms
General organisational requirements

Article 36

Investment firms shall, taking into account theunat scale and complexity of their business, aed th

nature and range of the investment services theyige and the activities they perform, establish,
implement and maintain:



1. organisational structure with clearly definednsparent and consistent lines of responsibility;
2. adequate internal control system;

3. effective strategies and procedures designesstablish, manage, monitor and report the risks to
which they are or could be exposed in the courggmfision of investment services and performance
of investment activities;

4. adequate administrative and accounting procedure
5. effective measures for supervision and protaaifctheir information systems.

Monitoring compliance with relevant rules and reguhtions
Article 37

An investment form shall establish and implemen¢cadite policies and procedures sufficient to
ensure:

1. compliance of the investment firm with its oblitpns under the provisions of this Act and
regulations adopted on the basis of this Act;

2. compliance of the members of the managementhmagxecutive directors of the investment firm,
its employees and tied agents with the provisidrmoot 1 of this Article in the course of provigiof
investment services and performance of investmetintitees, as well as appropriate rules governing
personal transactions in financial instrumentdaa@sdown in the ordinance pursuant to Article 43 o
this Act.

Measures for prevention of conflicts of interest
Article 38
An investment firm shall implement effective orgeational and administrative measures and
procedures with a view to taking all reasonablgstdesigned to prevent conflicts of interest as
defined in Article 53 of this Act, which may arigethe course of provision of investment serviced a

performance of investment activities or relatedillrg services, and may adversely affect the
interests of its clients.

Business continuity

Article 39

(1) An investment firm shall take reasonable stépsensure continuity and regularity in the
performance of investment services and activities.

(2) In order to achieve the purpose referred tparagraph 1 above, the investment firm shall employ
appropriate systems, resources and procedures atecproportionate to the nature and range of the
investment services and activities performed.

Outsourcing

Article 40



(1) An investment firm shall ensure, when relyingathird party for the performance of operational
functions which are critical for the provision afridinuous and satisfactory service to clients er th
performance of investment activities on a contirsuand satisfactory basis, that it takes reasonable
steps to avoid undue additional operational risk.

(2) An investment firm may not outsource importaperational functions in such a way as to impair
materially the quality of its internal control atite ability of the supervisory authority to monitoe
firm’s compliance with all obligations in accordawith this Act.

Keeping of business records
Article 41

(1) An investment firm shall keep and preserve ms®f all investment services and activities, as
well as transactions undertaken by it in such amaamas to enable supervision of the business in
accordance with Article 37 of this Act, and in pautar to ascertain that the investment firm has
complied with all obligations with respect to clismand potential clients.

(2) An investment firm shall organise its operasiand keep orderly business documents and other
administrative and business records in a way thiat possible at any time to check the course of a
transaction it has made for its own account oafolient’s account.

(3) An investment firm shall keep all records doeming the transactions in respect of each
individual client separate from the records conicgyitransactions in respect of other clients andhfr
the records concerning its own operations.

(4) An investment firm shall protect all businessards from unauthorised access and possible foss o
records, and preserve in a way that ensures dityatfirecords.

(5) An investment firm shall preserve, for a minnmperiod of 5 years from the end of the year in
which a transaction is entered into, all recorddl amformation on all transactions in financial
instruments which it makes for either its own actaar for a client’s account.

(6) In the case of branches of investment firmafemother Member State the obligation laid down in
this Article with regard to transactions undertakgrthe branch shall apply.

Safeguarding of clients assets
Article 42

(1) An investment firm shall, when holding finardmstruments belonging to clients, make adequate
arrangements so as to:

1. safeguard clients’ ownership rights, especiallthe event of the investment firm’s insolvency;

2. prevent the use of a client’s financial instruseon own account or for the account of othemtdie
except with the client’s express consent.

(2) The client shall give his/her consent refetieedh paragraph 1, point 2, of this Article in vinigy as
a general consent for a certain type of transagtiovolving use of a client’s financial instrumepisa
single consent for a specific use of a client'affiaial instruments.



(3) An investment firm shall, when holding fundddrgying to clients, make adequate arrangements so
as to:

1. safeguard the clients’ rights;

2. prevent the use of client funds for its own agtoor for the account of other clients of the
investment firm.

(4) The provisions of paragraph 3 of this Artickelt apply analogously to credit institutions.

(5) Funds and financial instruments belonging tents are neither the property of the investment fi
or part of its assets, or of liquidation- or bankny estate, nor can they be used in the enforcemen
proceedings in connection with claims against tive$tment firm.

Article 43

The Agency shall specify in more detail, by virafean ordinance, organisational requirements fer th
provision of investment services and performanceinebstment activities and related ancillary
services with respect to:

. monitoring compliance with relevant rules angulations;

. risk management;

. measures designed to prevent conflicts of istere

. business continuity measures;

. outsourcing;

. keeping and preservation of business records;

. safeguarding of property of the investment fgrdients;

. personal transactions of relevant persons;

additional organisational requirements for thgestment firms which conduct and distribute
investment researches.

©CONOUTAWNE

Section 2
Change of holders of qualifying holdings in an invetment firm

Article 44
(1) Any natural or legal person or such personingcin concert (hereinafter referred to as the
proposed acquirer) who intend either to acquiregadly or indirectly, a qualifying holding in an
investment firm or to further increase, directly imdirectly, such a qualifying holding in an
investment firm as a result of which the proport@nthe voting rights or of the capital held would
reach or exceed 20%, 30% or 50% or so that thesiment firm would become its subsidiary
(hereinafter referred to as the proposed acqumgitighall first submit an application in writing tioe
Agency.
(2) The application referred to in paragraph 1hod Article shall contain the information on:
1. the size of the intended holding;

2. the relevant documents, as referred to in Axtkf), paragraphs 3 and 4, of this Act.



Article 45

(1) Any natural or legal person who intends to disg directly or indirectly, of a qualifying holdjrn
an investment firm, shall notify the Agency in wrd, indicating the size of the holding he/she/it
intends to dispose of.

(2) The person referred to in paragraph 1 of thiscke shall likewise notify the Agency if he/she/i
intends to reduce his/her/its qualifying holdingteat the proportion of the voting rights or of the
capital held would fall below 20%, 30% or 50% orthat the investment firm would cease to be a
subsidiary of that person.

Article 46

In determining the size of a qualifying holdingdn investment firm, the Agency shall not take into
account voting rights or shares which an investrfiemtor a credit institution may hold as a resofit
providing the investment services referred to itiode 5, paragraph 1, point 6, of this Act, provdde
that those rights are not exercised or otherwisel & intervene in the management of the issuat, th
is, the investment firm, and that the shares taclwkioting rights are attached are disposed of withi
one year of acquisition.

Article 47

(1) The Agency shall co-operate with other competarthorities when carrying out the assessment
provided for in Article 50 of this Act, if the proped acquirer is one of the following:

1. a credit institution, assurance undertaking,uriasce undertaking, reinsurance undertaking,
investment firm, management company of open-endsiment funds with public offer authorised in
another country or in a sector other than thathictvthe acquisition is proposed,

2. the parent undertaking of the entities refeteoeith point 1 of this paragraph;

3. a natural or legal person controlling the esgitieferred to in point 1 of this paragraph.

(2) The Agency shall, without undue delay, in ce@tion with other competent authorities:

1. provide another competent authority, wheneveed&ms necessary, with any information which is
essential for the assessment provided for in Arti€l of this Act;

2. communicate to another competent authority upenatter’'s request all the information which is
essential for the assessment provided for in Arti€l of this Act.

(3) If the competent authority responsible for ffreposed acquirer expresses its opinion as to the
information referred to in paragraph 2 of this Algi the Agency shall take such opinion into actoun
in taking a decision concerning the proposed adwnsof a qualifying holding.

Article 48

(1) The Agency shall promptly and in any event wittwo working days following receipt of the
application referred to in Article 44, paragraploflthis Act, as well as following possible subsewju
receipt of any additional information referred moArticle 49 of this Act, acknowledge receipt thare
in writing to the proposed acquirer, indicating ttege of expiry of the assessment period.



(2) The Agency shall carry out the assessmentregfeto in Article 50 of this Act within sixty
working days of the date when the proposed acqtee®@ives the written acknowledgement of receipt
referred to in paragraph 1 of this Article (herdieareferred to as the assessment period).

Article 49

(1) The Agency may, during the assessment periogcessary, and no later than on th8 &@rking
day of the assessment period, request any furtifermation that is necessary to complete the
assessment. The Agency shall make such requestritmgvand shall specify the additional
information needed.

(2) The assessment period shall be interruptedhferperiod between the date of request by the
Agency for the information referred to in paragrdpabove and the receipt of a response thereto from
the proposed acquirer, whereby the interruptiofi slod exceed 20 working days.

(3) Upon expiry of the period referred to in pasggy 2 above, the Agency may make further requests
for completion or clarification of the informatiobut this may not result in an interruption of the
assessment period.

(4) The Agency may extend the interruption refetedh paragraph 2 of this Article up to 30 working
days if the proposed acquirer is:

1. situated or regulated outside of Republic ofafieg
2. situated or regulated outside a Member State;

3. a natural or legal person not subject to supemviunder this Act or the provisions governing
establishment and operation of open-end investriugrits with public offer, insurance undertakings
and credit institutions.

(5) If the Agency decides to oppose the proposephiaition, it shall within the assessment period
inform the proposed acquirer in writing and provide reasons for that decision.

(6) The Agency may publish an appropriate stateroérthe reasons for the decision referred to in
paragraph 4 on its own initiative or upon requéshe proposed acquirer.

(7) If the Agency does not oppose the proposed isitigm within the period and in the manner
referred to in paragraph 4, it shall be deemedkttagproved.

(8) The Agency may fix a maximum period for conghgdthe proposed acquisition and extend it
where appropriate.

(9) If the proposed acquirer does not acquire thaitying holding within the period referred to in
paragraph 8 of this Article, approval of the Agesbtwll lapse in its entirety.

Article 50

(1) In assessing the application referred to iricket44, paragraph 1, and the information refeted

in Article 49, paragraphs 1, 2 and 3, in order nsuge the sound and prudent management of the
investment firm in which an acquisition is proposadd having regard to the likely influence of the
proposed acquirer on the investment firm, the Agesttall appraise the suitability of the proposed
acquirer and the financial soundness of the prapasquisition against all of the following criteria



1. the reputation of the proposed acquirer;

2. the reputation and experience of any personwithalirect the business of the investment firmaas
result of the proposed acquisition;

3. the financial soundness of the proposed acquirgparticular in relation to the type of business
pursued in the investment firm in which the acdiasiof a qualifying holding is proposed;

4. whether the investment firm will be able to cdyrgnd continue to comply with the requirements of
this Act and other legislation, where applicable,am individual and consolidated basis, in paréigul
whether the group of which the investment firm wikcome a part has a structure that makes it
possible to exercise effective supervision, effedyi exchange information among the competent
authorities, and whether it is possible to deteamihe allocation of responsibilities among the
competent authorities;

5. whether there are reasonable grounds to supEctin connection with the proposed acquisition,
money laundering or terrorist financing, within theeaning of the regulations governing money
laundering and terrorist financing, has been comewhior attempted, or could be committed.

(2)The Agency may oppose the proposed acquisitity ib the requirements of paragraph 1 of this
Article are not met or if the information providbg the proposed acquirer is incomplete.

(3) The documents required for the assessment,hwinigst be submitted to the Agency with the
application referred to in Article 44, paragraphshall be proportionate and adapted to the nature o
the proposed acquirer and the proposed acquisition.

(4) The Agency shall specify, by virtue of an osatige, a list of the documents referred to in
paragraph 3 of this Article.

(5) Where two or more proposals to acquire or imseequalifying holdings in the same investment
firm have been notified to the Agency, the latttialk treat the proposed acquirers in a non-
discriminatory manner.

(6) If an investment firm becomes aware of an aggan or disposal of a qualifying holding in the
investment firm which would exceed or fall below%2030% or 50%, it shall notify the Agency
without delay.

(7) Once a year, an investment firm shall submthesAgency, by 31 March of the current year, & lis

of names of all shareholders and members possdssidigpgs or qualifying holdings and the sizes of
such holdings as at 1 January of the current year.

Legal consequences of unapproved acquisition andthdrawal of approval for acquisition of a
qualifying holding
Article 51

(1) A person who acquires a qualifying holding miavestment firm contrary to the provisions ofthi
Act, shall not be able to exercise voting rightactting to the shares or holdings acquired that way

(2) In the case referred to in paragraph 1 of #rigcle, the Agency shall order that the shares or
holdings acquired that way be sold.

(3) The Agency may withdraw its approval for theuaisition of a qualifying holding if:



1. the member possessing a qualifying holding hésimed the approval by giving false statements;

2. the conditions set out in the provisions of thi$ on the basis of which the approval for acdidggi
of a qualifying holding has been granted are ngéomet.

(4) In the case referred to in paragraph 3 of fiscle, the person from whom the approval for

acquisition of a qualifying holding has been withan shall not be able to exercise voting rights
attaching to the shares or holdings in respecthothvthe approval has been withdrawn. In this case,
the Agency shall order that the acquired sharebotdings in respect of which the approval for

acquisition of a qualifying holding has been witlnn be sold.

Measures taken by the Agency in the event when tls®und and prudent management of an
investment firm is challenged

Article 52
(1) Where the influence exercised by the persorssgssing qualifying holdings is likely to be
prejudicial to the sound and prudent managemenarofinvestment firm, the Agency shall be
authorised to take appropriate measures to pubémoethat situation.
(2) The measures referred to in paragraph 1 of Anigcle may include, in addition to relevant
supervisory measures, application for judicial osdéor imposition of temporary measures in
connection with acquisition of voting rights attaah to the qualifying holdings possessed by the
persons referred to in paragraph 1 of this Article.

Section 3

Operating conditions and protection of clients ofmvestment firms
Subsection 1
Conflicts of interest

Article 53

(1) Investment firms shall take all reasonable stepdentify conflicts of interest which may arise
the course of providing any investment and angiltarvices between:

1. the interests of an investment firm, their mamagemployees, tied agents or any person directly
indirectly linked to them by control, on one haadd the interests of their clients on the otheidhan

2. the interests of one client and that of another.

(2) Where organisational or administrative arranget® made by the investment firm in accordance
with Article 38. to manage conflicts of interesteanot sufficient to ensure, with reasonable
confidence, that risks of damage to client interestl be prevented, the investment firm shall diga
disclose the general nature and/or sources of ictmfbf interest to the client before undertaking
business on its behalf.

(3) The Agency shall specify, by virtue of an oatice:

1. the measures to be taken in order to identrigygnt, manage conflicts of interest and/or ndtiky
clients thereof when providing various investmand ancillary services;



2. appropriate criteria for determining the typésanflict of interest whose existence may damage t
interests of the clients or potential clients af thvestment firm.

Subsection 2
Conduct of business obligations when providing inv&ment services to clients
Article 54

(1) When providing investment services and/or, whappropriate, ancillary services to clients, an
investment firm shall act in accordance with thethieterest of its clients, fairly and professidyal
and comply with the provisions of this Act.

(2) The members of the management board, supeyvismard, brokers, investment advisers, other
employees of the investment firm and tied agenédl slafeguard the information on the clients, the
balance and transactions in the clients’ accouhtsservices they provide to the clients, as well a
other information and facts they learn in connectigth the provision of the investment services,and
where appropriate, ancillary services. Such infaimmashall be regarded as confidential and the
persons referred to in this paragraph shall neitberthem or disclose to third parties nor endbite t
parties to use them.

(3) The information referred to in paragraph 2ha$ tArticle shall not be treated as confidentialewh
such information is requested by the Agency, stxthange, judicial and administrative bodies in
exercise of their supervisory and other public arities in accordance with this Act or another act,
when clients authorise disclosure of such infororati

Article 55

(1) All information, including marketing communidans, addressed by the investment firm to clients
or potential clients shall be fair, clear and nagleading.

(2) Marketing communications of investment firmsihe clearly identifiable as such.

Article 56

(1) An investment firm shall provide appropriatéormation in a comprehensible form to clients or
potential clients about:

- the investment firm and its services;

- financial instruments and proposed investmeradtegies; this should include appropriate guidance
on and warnings of the risks associated with imaests in those instruments or in respect of
particular investment strategies;

- execution venues; and

- costs and associated charges

so that the clients and potential clients are neasly able to understand the nature and risks ef th

investment service and of the specific type of ritial instrument that is being offered and,
consequently, to take investment decisions on famned basis.



(2) An investment firm may provide the informatioeferred to in paragraph 1 of this Article in a
standardised format.

(3) When this Act and the provisions adopted onlgs of this Act provide that an investment firm
is obliged to submit information to its clients ardurable medium, the investment firm may submit
the information on a durable medium other than pap#y if the following conditions are satisfied:
1. a client has provided the investment firm witlegitimate e-mail account;
2. a client has chosen such way of submissionfofrimation.
Reporting to clients
Article 57

(1) An investment firm shall send adequate reportdients on the services provided to them.

(2) The reports referred to in paragraph 1 of #hiscle shall include, where appropriate, the costs
associated with the transactions and services takdgr on behalf of the client.

Record keeping
Article 58
(1) An investment firm shall establish a recordtthecludes the documents agreed between the
investment firm and the client that set out thétsgand obligations of the parties, and the otbeng

on which the investment firm will provide servidesthe client.

(2) The rights and obligations of the parties te tlontract may be incorporated by reference torothe
documents or internal acts of the firm.

Article 59
In cases where an investment service is offerquhetsof a financial product which is already subjec
to other provisions of Community legislation or coon European standards related to credit
institutions and consumer credits with respect igk @ssessment of clients and/or information
requirements, this service shall not be additignalibject to the obligations set out in this Subeac

Subsection 3
Client classification

Article 60
An investment firm shall categorise its clientshwiegard to their knowledge, experience, financial
situation and investment objectives as retail aiofiggsional clients.

Clients who are regarded as professional clients

Article 61

(1) Professional client is a client who possesbesetxperience, knowledge and expertise to make
his/her/its own investment decisions and propeseas the risks that he/she/it incurs.



(2) The following entities shall be regarded asfggsionals in providing all the investment services
and performing the investment activities referredn Article 5 of this Act and all related anciar
services in relation to all financial instruments:

1. entities which are required to be authorised@anegulated by the competent regulatory authority
to operate in the financial market:

- investment firms;

- credit institutions;

- other financial institutions authorised by thenaetent authority in accordance with the provisions
governing their operations;

- insurance undertakings;

- collective investment schemes and managementaoepof such schemes;

- pension funds and management companies of sads;fu

- pension insurance undertakings;

- commodity and commaodity derivatives dealers;

- local firms;

- other institutional investors whose main activgynot covered by indents 1 to 8 of this paragraph
and which are required to be authorised or regulft@perate in the financial market.

2. Legal persons which, in relation to the previfinancial year, meet at least two of the following
requirements:

- total assets amounting to HRK 150 million;
- net turnover amounting to HRK 300 million;
- own funds amounting to HRK 15 million.

3. National and regional governments, public bodieat manage public debt, central banks,
international and supranational institutions suslithe World Bank, the International Monetary Fund,
the European Central bank, the European InvestBemit and similar international organisations.

4. Other institutional investors whose main acivé to invest in financial instruments and whick a
not required to be authorised or regulated by thpetent authority to operate in the financial
market, including entities established for the pggof securitisation of assets.

Article 62

(1) An investment firm may provide to professiochénts on their request a treatment involving a
higher level of protection, as it provides to retéients.

(2) Where the client of an investment firm is amlertiaking which is regarded as a professional tlien
prior to provision of services, the investment finmust inform it that, on the basis of the inforroati
available to the firm, such legal person is deemaete a professional client and will be treated as
such.



(3) The investment firm must inform the client thiican request a variation of the terms of the
agreement in order to secure, on its request,teehigvel of protection.

(4) It is the responsibility of the client, considd to be a professional client, to ask for a hidaeel
of protection when it deems it is unable to propadsess or manage the risks involved.

(5) When a client who is considered to be a pradess client pursuant to Article 61 of this Act ert
into a written agreement with the investment firmthe effect that it shall not be treated as a
professional for the purposes of the applicabledooh of business rules, the investment firm shall
provide a higher level of protection to it.

(6) The agreement referred to in paragraph 5 af #rticle shall be in writing and shall specify
whether this applies to one or more particular isessor transactions, or to one or more types of
product or transaction.

Clients who may be treated as professionals on thie@wn request

Article 63

(1) Clients other than those mentioned in Articledd this Act may also be treated by an investment
firm as professionals, provided the relevant datand procedures set out in this Article are Heli.

(2) An investment firm may treat the clients redéefito in paragraph 1 as professionals only on their
own request and provided that an adequate assesefrteée knowledge, experience and expertise of
the client, undertaken by the investment firm, giveasonable assurance, in light of the naturbeof t
transactions or services envisaged, that the dgeoapable of making its own investment decisions
and understanding the risks involved. These clishisuld not, however, be presumed to possess
market knowledge and experience comparable totslimentioned in Article 61 of this Act.

(3) In the course of the assessment referred tpamagraph 2 above, as a minimum, two of the
following criteria should be satisfied:

1. the client has carried out transactions, ini@mt size, on the relevant market at an average
frequency of 10 per quarter over the previous 1athw)

2. the size of the client’s financial instrumenttfmio exceeds HRK 3.75 million;

3. the client works or has worked in the finansiattor for at least one year in a professionatiposi
which requires knowledge of the transactions ovises envisaged.

(4) The relevant market referred to in point 1 afggraph 3 is the market where trading takes piace
those financial instruments in respect of whichient wants to acquire professional status.

(5) The financial instrument portfolio referreditopoint 2 of paragraph 3 shall include both money
and financial instruments.
Article 64

(1) The clients referred to in Article 63 of thisctAmay waive the benefit of a higher level of
protection afforded by the conduct of businesssroldy where the following procedure is followed:

1. they must state in writing that they wish totl@ated as a professional client, either genetaliy
respect of a particular investment service or &atisn, or type of transaction or product;



2. the investment firm must give them a written mirag of the protections and investor compensation
rights they may lose;

3. they must state in writing, in a separate docunfimm the contract, that they are aware of the
consequences of losing such level of protection.

(2) Before deciding to accept any request for wanfethe protection afforded by the conduct of
business rules, an investment firm must take aboaable steps to ensure that the client requésting
be treated as a professional client meets theaeteequirements set out in Article 63 of this Act.

Retail clients
Article 65

Clients of the investment firm other than thosemefd to in Article 61 of this Act shall be regaidis
retail clients within the meaning of this Act.

Article 66

(1) Prior to provision of an investment serviceatoew retail client for the first time, an investrhe
firm shall enter into a written agreement with tlient setting out the rights and obligations of th
firm and the client.

(2) The rights and obligations referred to in paaph 1 of this Article may also be incorporated in
other legal acts of the investment firm.

(3) The provisions of this Article shall not appty service described in Article 5 Paragraph 1 pbint
of the Act

Article 67

(1) An investment firm must adopt and implement rapgate internal acts which will specify
measures and procedures to categorise clientscordence with the provisions of this Act and the
ordinances issued on the basis of this Act.

(2) Professional clients are responsible for kegpire investment firm informed about any change,
which could affect their current categorisation.

(3) Should the investment firm become aware thatdlient no longer fulfils the initial conditions,
which made the client eligible for a professiomahtment, it must take appropriate action witheawi
to changing the client’s categorisation.

Conduct of business obligations when providing inév&ment advice
or portfolio management

Article 68

(1) When providing investment advice or portfoli@amagement, the investment firm shall obtain the
necessary information regarding the client's oreptial client’'s knowledge and experience in the
investment field relevant to the specific type obguct or service, his/her/its financial situatiand
his/herl/its investment objectives so as to endigditm to recommend to the client or potentiatiati
the investment services and financial instrumemds are suitable for him/herf/it.



(2) If the investment firm fails to obtain the imfoation referred to in paragraph 1 of this Artidle,
shall warn the client that it will not be able tmpide investment advice or portfolio management.

(3) The investment firm may provide the warningeregéd to in paragraph 2 of this Article in a
standardised format.

Conduct of business obligations when providing othhanvestment services
Article 69

(1) When providing investment services other thaosé referred to in Article 68 of this Act, an
investment firm shall ask the client or potentiiert to provide information regarding his/her/its
knowledge and experience in the investment fielevent to the specific type of product or service
offered or demanded so as to enable the firm tesaswhether the investment service or product
envisaged is appropriate for the client.

(2) In case the investment firm considers, on t&of the information received under paragraph 1
above, that the product or service is not approptiathe client or potential client, the investinim
shall warn the client or potential client.

(3) The investment firm may provide the warningeredéd to in paragraph 2 of this Article in a
standardised format.

(4) In cases where the client or potential clidects not to provide the information referred to in
paragraph 1 of this Article, or where he/she/itvites insufficient information regarding his/hes/it
knowledge and experience, the investment firm shalin him/her/it that such a decision will not
allow the firm to determine whether the servicgp@duct envisaged is appropriate for him/herl/it.

(5) The investment firm may provide the warningeredéd to in paragraph 4 of this Article in a
standardised format.

Article 70

An investment firm shall consider the informatiateived from a client pursuant to Articles 68 and
69 of this Act as credible, except where the fisnawvare or should be aware on the basis of all know
circumstances that the information is outdated;dneate or incomplete.

Conduct of business obligations when receiving artdansmitting
and/or executing client orders

Article 71

(1) An investment firm may provide to its clientsséstment services that only consist of reception
and transmission and/or execution of orders onlbeha client with or without ancillary servicesé
without the need to obtain the information or méke assessment referred to in Article 69 of this Ac
if all the following conditions are met:

1. the services relate to:

- shares admitted to trading on a regulated mamket an equivalent third country market or money
market instruments; or



- bonds or other forms of securitised debt, excigdihose bonds or securitised debt that embed a
derivative; or

- units in open-end investment funds with publifegfor
- other non-complex financial instruments.
2. the service is provided at the initiative of ttient or potential client;

3. the client or potential client has been cleavBrned that in the provision of these services the
investment firm is not required to assess whetherimstrument or service provided or offered is
suitable for the client and that therefore he/shik@s not benefit from the corresponding protectib
the relevant conduct of business rules;

4. the investment firm complies with its obligatsonnder Article 53 of this Act and the ordinances
governing conflicts of interest which are adoptedite basis of this Act;

(2) In addition to the financial instruments lisiedpoint 1 of paragraph 1 of this Article, non-qaex
financial instruments shall also include instrunsent

1. other than those covered by Article 3, paragbpboint 3, sub-point (c), and Article 3, paradrap
1, point 2, sub-point (d);

2. in respect of which there is a frequent posgibib sell, buy back or otherwise realise thenaat
price which is publicly available to the market fgapants and which is either the market priceha t
price verified by evaluation systems independenhefissuer;

3. which do not include actual or potential liayilof a client that exceeds the costs of acquisitb
the instrument;

4. in respect of which integral information on theharacteristics is publicly available and as sisch
likely to enable an average retail client to takeirformed decision on entering into a transaction
connection with the instrument in question.

(3) The warning referred to in paragraph 1, poindf3this Article may be provided in a standardised
format.

(4) A third country market shall be considered gsiealent to a regulated market if it complies with
equivalent requirements to those established uhifeAct for a regulated market.

(5) For the purposes of point 2 of paragraph hisf Article:

- a service shall be considered not to be provatdte initiative of a client in the case when thent
demands it in response to a personalised commuoncibm or on behalf of the investment firm to
that particular client, which contains an invitatior is intended to influence the client in respsfca
specific financial instrument or specific transanti

- a service shall be considered to be providedhatiritiative of the client notwithstanding thaeth
client demands it on the basis of any communicationtaining a promotion or offer of financial
instruments made by any means that by its veryraasugeneral and addressed to the public or & larg
group or category of clients or potential clients.

Subsection 4



Transactions executed with eligible counterparties

Article 72
Investment firms may provide the investment sewviaed perform the investment activities referred
to in Article 5, paragraph 1, points 1, 2 and 3thi§ Act to eligible counterparties, without being
obliged to comply with the obligations under Aréis|54 to 71, Article 82 and Articles 85 to 91 aéth
Act in respect of those transactions or in resmécany ancillary service directly related to those
transactions.

Article 73
Eligible counterparties for the purposes of this &e as follows:
1. investment firms;
2. credit institutions;
3. insurance undertakings;
4. open-end investment funds with public offer #melr management companies;
5. pension funds and management companies of pefsids;

6. other financial institutions authorised or regatl under the legislation of the Republic of Geat

7. other financial institutions authorised or reget under Community legislation or the national la
of a Member State;

8. the entities referred to in Article 9, pointsdrid 12, of this Act;
9. national governments and public bodies that @éhal public debt, and central banks;

10. supranational organisations.

Article 74
In the event of a transaction where the prospectmterparties are located in different jurisdios,

the investment firm shall recognise the statushefdther entity according to the law or criteriatiue#
Member State in which that entity is established.

Article 75

Third country entities equivalent to those categgof entities mentioned in Article 73 of this Acay
also be recognised as eligible counterparties.

Article 76
The entities classified as eligible counterpartigthin the meaning of Article 73 of this Act may

request, either on a general form or on a tradgdmle basis, treatment as clients who are sulgject t
the obligations set out in Articles 54 to 71, Alee 82 to 84 and Articles 85 to 91 of this Act.



Article 77

The Agency shall specify, by virtue of an ordingrnibe conditions related to the conduct of business
obligations of the investment firm when providirengces for specific categories of clients.

Section 4
Provision of investment services in accordance wittlient orders related to financial instruments
Subsection 1
Order and order contract
Article 78

(1) Order is a statement of a client’s will madeatoinvestment firm instructing the latter to buy o
sell on his/her/its behalf financial instrumentshigfher/its behalf (in the name of the firm andtfee
account of the client).

(2) By acceptance of an order, the investment énters into a contract by which it undertakes tp bu
and sell financial instruments in accordance with order and for the account of the client, and the
client undertakes to pay remuneration for the ettecwf such transactions.

(3) If the investment firm does not accept an arideshall notify the client without delay.

(4) Unless otherwise provided by this Act, a cligmtrder shall be subject to the provisions of @l
Obligations Act.

(5) The provisions of Sections 4 and 5 of Chaptef this Title shall apply to provision of the
investment services referred to in Article 5, paapd 1, points 1 and 2, of this Act.

(6) The provisions of Sections 4 and 5 of Chaptef this Title shall apply accordingly to provisiof
the investment services referred to in Article &rggraph 1, points 3 to 7, of this Act and related
ancillary services referred to in Article 5, parggh 2, of this Act.

Client orders acceptance points
Article 79

(1) An investment firm shall accept client ordeps purchase and sale of financial instruments at th
firm’s registered office or at a branch designdtedexecution of client orders.

(2) An investment firm may also receive writteneali orders at a branch where client orders are not
executed, or at the registered office or a brarfcnted agent, which receive client orders in rilaene

and for the account of the investment firm if thierd personally contacts that branch of the invesit

firm or branch of a tied agent or a tied agent.

(3) When an investment firm receives orders innttamner described under paragraph 2 of this Article,
special operating conditions shall provide for tleadline by which the order must be received at the
firm’s registered office or the branch which exesuaccepted client orders. The investment firml shal

specifically warn the client of such provision giesial operating conditions at the time of condusi

of the contract referred to in Article 66 of thistA



(4) An order shall be regarded as received atithe tvhen it is received at the head office of the
investment firm or at the branch of the investnfant which executes client orders.

Confirmation of receipt of client order
Article 80

(1) An investment firm shall confirm reception bietorder to the client no later than the first vilgk
day following the receipt of the order.

(2) Paragraph 1 of this Article shall apply accogly to change and cancellation of an acceptedrorde

Acceptance and rejection of orders
Article 81

(1) If an investment firm does not accept a cliemtder, it must inform the client on rejectionté
order immediately upon receipt of the order, unkestfferent time limit is provided under paragraph
or paragraph 3 of this Article. In its notice tiwestment firm shall indicate the reasons for teyacof
the order.

(2) If the general operating conditions of the stweent firm provide that the firm has no obligation
accept an order for sale of financial instrumemisl the client enables the investment firm to tise
financial instruments that are the subject of thdeg the time limit for the notice referred to in
paragraph 1 shall run:

1. where the subject of the order are dematerthBseurities registered with the central depository

- from the time when the investment firm is ableetstablish that the client does not have or has
insufficient securities that are the subject ofdhger in his/her/its account at the investmemt fior

- if the client gives to the investment firm, alowgh the sale order, an appropriate order fordfanof
securities from another account of the same hofdam the time when the investment firm is able to
establish that such order cannot be executed.

2. where the subject of the order are other fir@naistruments, from the time when the investment
firm is able to establish that the client enablegl firm to handle such instruments.

(3) Where an investment firm asks the client, & time it receives a purchase order, to make an
advance payment for the purchase price and expémsEmnection with execution of the order, the
time limit for the notice referred to in paragraplshall run from the time when the investment fism
able to establish that the advance payment hasesot made within the agreed period.

(4) If an investment firm does not refuse to exean order, it shall be deemed to have accepted the
order on expiry of the time limit for dispatch dtnotice concerning rejection of the order.
Client order handling rules
Article 82

(1) An investment firm which provides the servieerred to in Article 5, paragraph 1, point 2, lukt
Act shall establish and implement relevant measanek procedures which provide for the prompt,



fair and expeditious execution of client orderstiek to orders of other client or trading intesest
the investment firm.

(2) The measures and procedures referred to igrzgola 1 of this Article shall allow for the exeauti
of comparable client orders in accordance withtitihhe of their reception by the investment firm.

(3) For the purpose of prompt, fair and expeditiedecution of client orders, the investment firm
shall:

1. promptly and accurately record the informatiorooders executed on behalf of clients;

2. promptly and accurately allocate orders execatebdehalf of clients;

3. execute comparable client orders in accordanttetthe time of their reception by the investment
firm and without delay unless the characteristicthe order or prevailing market conditions makis th

impracticable, or the interests of the client regaitherwise;

4. inform a retail client about any material diffity relevant to the proper execution of orders
promptly upon becoming aware of the difficulty.

(4) An investment firm shall not misuse informati@tating to pending client orders, and shall take
reasonable steps to prevent the misuse of sucimafon by any of its relevant persons.

(5) Where an investment firm is responsible forregeing or arranging the settlement of an executed
order, it shall take all reasonable steps to enthaeany client financial instruments or clienhdg

received in settlement of that executed order evmptly and correctly delivered to the accounthsf t
appropriate client.

Execution of client limit orders

Article 83

(1) Limit order within the meaning of this Act is1 @rder to buy or sell a financial instrument at it
specified price or better and for a specified size.

(2) If a client limit order for purchase or sale sifares admitted to trading on a regulated market
cannot be executed immediately under prevailingketaconditions, an investment firm shall take
measures to facilitate the earliest possible eimtutf that order, unless the client expresslyrings
otherwise.

(3) The measures referred to in paragraph 2 ofAttisle shall include making public, without delay
of that order in a manner which is easily acceediblother market participants.

(4) An investment firm shall be deemed to have d@dpwith the obligation under paragraph 2 if it
transmits the client limit order to the tradingteys of a regulated market or an MTF.

Article 84
The Agency shall specify by virtue of an ordinance:

1. the conditions and nature of the proceduresaarathgements which result in the prompt, fair and
expeditious execution of client orders and theasituns in which or types of transaction for which



investment firms may reasonably deviate from proexgicution so as to obtain more favourable terms
for clients;

2. the procedures by which an investment firm cardéemed to have met its obligations under this
Act to disclose the client limit orders to the metrk

Subsection 2
Execution of orders on most favourable terms

Obligation to execute orders on terms most favourdb to the client
Article 85

(1) When executing client orders, investment firshsll take all reasonable steps to obtain the best
possible result for their clients taking into acebthe following factors relevant for execution of
orders, such as:

1. price;

2. costs, speed, likelihood of execution;

3. costs, speed, likelihood of settlement;

4. size and nature of the order and any other derdion relevant to the execution of the order.

(2) Whenever an investment firm executes an oraléwing the specific instruction from the client,
it shall be deemed to have complied with the olilbgeto obtain the best possible result for theruli

(3) Investment firms shall establish and implemeffiective arrangements for complying with the
provisions of this Article.

Execution of retail client orders
Article 86

(1) Where an investment firm executes an order emalp of a retail client, the best possible result
shall be determined in terms of total expenseb@triansaction.

(2) The total expenses of the transaction withia theaning of paragraph 1 of this Article shall
include the price of the financial instrument antl expenses which are directly related to the
execution of the order, including execution veneesf clearing and settlement fees and any other fee
paid to third parties involved in the executiortlod order.

(3) An investment firm shall specifically warn retelients that in the case of a specific instranti
from the client, the investment firm shall exectite order in accordance with Article 85, paragraph

of this Act, and that it has no obligation to execthe order in accordance with the order execution
measures and policies.

Order execution policy

Article 87

(1) Investment firms shall establish and implem@mbrder execution policy to allow them to obtain,
for their client orders, the best possible resutiécordance with Article 85 of this Act.



(2) The order execution policy referred to in paspip 1 of this Article shall include, in respect of
each class of instruments:

1. information on the different venues where thegiment firm executes its client orders; and

2. the factors affecting the choice of executionug

(3) For the purposes of this Chapter, “executionuegd means a regulated market, an MTF, a
systematic internaliser or a market maker or otlwpridity provider or an entity that performs a

similar function in a foreign country to the furmts performed by any of the foregoing.

(4) The order execution policy shall include asiaimum those execution venues which enable the
investment firm to obtain, on a consistent bakis dest possible results when executing clientrerde

(5) Investment firms shall provide to their clienelevant information on their order execution
policies.

(6) Investment firms shall obtain the prior consairtheir clients for the order execution policies.

Article 88

(1) Where the order execution policy provides fog possibility that client orders may be executed
outside a regulated market or an MTF, the investriien shall, in particular, inform its clients abip
this possibility and obtain the prior express congdé their clients before proceeding to executgrth
orders outside a regulated market or an MTF.

(2) The consent referred to in paragraph 1 of Alnigcle may be given either in the form of a gerhera
agreement or in respect of individual transactions.

Article 89
(1) Investment firms shall monitor the effectivemes their order execution arrangements referred to
in Article 85, paragraph 3, and the order execupolicy referred to in Article 87 of this Act in der

to identify and correct any deficiencies.

(2) Investment firms shall assess, on a regulaispadether the execution venues included in the
order execution policy provide for the best possiiglsult for the client.

(3) If the execution venues included in the ordexcaition policy do not provide for the best possibl

result for the client, the investment firm shallkmachanges to the arrangements referred to inlértic
85, paragraph 3, and to the policy referred totiticke 87 of this Act.

(4) An investment firm shall notify clients of anyaterial changes to their order execution
arrangements and/or execution policy.

Article 90

An investment firm shall be able to demonstratistalients, at their request, that it has execthed
orders in accordance with the firm’'s execution @l



Article 91
The Agency shall specify by virtue of an ordinance:

1. the criteria for determining the relative im@ante of the different factors that, pursuant tachat
85 of this Act, may be taken into account for dmiaing the best possible result taking into account
the size and type of order and the categorisafidineoclient as retail or professional client;

2. the factors that may be taken into account bynsastment firm when reviewing its execution
arrangements referred to in Article 85, paragrapbf3his Act and the circumstances under which
changes to such arrangements may be appropriate;

3. the factors for determining which venues en#iideinvestment firm to obtain on a consistent basis
the best possible results for executing the cheders;

4. the nature and extent of the information to mvided to clients pursuant to Article 87, paragrap
5, of this Act.

Subsection 3
Provision of services through the medium of anotheinvestment firm
Article 92

(1) When an investment firm receives an instructorperform investment or ancillary services on
behalf of a client through the medium of anotheestment firm, it shall not be obliged to verifyeth
completeness and accuracy of the information oncliemt and the client’s instructions for the
services in question.

(2) The investment firm which mediates the instinret will remain responsible for the completeness
and accuracy of the information transmitted.

(3) The investment firm which receives instructidosprovide services on behalf of a client in the
manner provided in paragraph 1 of this Article Ebalable to rely on any recommendations in respect
of the service or transaction that have been pealid the client by another investment firm.

(4) The investment firm which mediates the insinmg will remain responsible for the
appropriateness for the client of the recommendatay advice provided.

(5) The investment firm which receives client instions or orders through the medium of another
investment firm shall be responsible for concluditige service or transaction, based on the
information or recommendations referred to in peaphs 1 to 4 of this Article, in accordance withk th
provisions of this Act.

Section 5

Tied agents of investment firms
Article 93

(1) An investment firm may appoint a tied agent wiitl, on its behalf, perform the following
activities:

1. promoting the services of the investment firm;



2. offering the services of the investment firm;

3. receiving and transmitting orders from clientpotential clients;

4. placing financial instruments;

5. providing advice in respect of financial instemis and services offered by the investment firm.

(2) A tied agent may not handle money and/or fiferiastruments of clients or potential clients of
the investment firm.

(3) A tied agent may perform the activities refdrte in paragraph 1 on behalf of one investment fir
only.
Register of tied agents
Article 94

(1) The Agency shall keep and update on a regualsistihe register of tied agents who are authorised
by the Agency to perform activities of a tied agent

(2) The register of tied agents referred to in geaph 1 of this Article shall be a public register.
(3) The register shall include the following minimunformation:
1. the name and surname or the name of the congrahsegistered office of the tied agent;
2. the name of investment firm on whose behaltideagent acts;
3. the activities as referred to in Article 93 bist Act which the tied agent performs on behalthaf
investment firm.
Responsibility of the investment firm

Article 95
Where an investment firm appoints a tied agernritains fully and unconditionally responsible for
any action or omission on the part of the tied agéren acting on behalf of the firm.

Requirements to be met in order to achieve the tiedgent status

Article 96
(1) Tied agents shall be authorized by the Agengyerform the activities of tied agent if it hasebe
established that they are of sufficiently good tepand that they possess appropriate general,
commercial and professional knowledge so as tolte @ communicate accurately all relevant
information regarding the services offered to thent or potential client.
(2) It shall be deemed that natural person meetsatuirements set out in paragraph 1. of thislarti
to perform the activities set out in article 93rgmaaph 1. points 1. to 4. of this Act, if thatural

person meets the requirements for a broker sahauticle 24. paragraph 3. of this Act and ordicean
referred to in article 24. paragraph 7. of this act



(3) It shall be deemed that natural person meetsdfuirements set out in paragraph 1. of thislarti
to perform the activities set out in article 93rgmgaph 1. point 5. of this Act if that natural gem
meets the requirements for investment adviser geiroarticle 24. paragraph 3. of this Act and
ordinance referred to in article 24. paragraphf This Act.

(4) It shall be deemed that legal person meetsdtpgirements set out in paragraph 1. of this artal
perform the activities set out in article 93. paagdy 1. points 1. to 4. of this Act if that legargon
employs at least one natural person which meetsdatja@irements for broker set out in article 24.
paragraph 3. of this Act and ordinance referreid tarticle 24. paragraph 7. of this Act.

(5) It shall be deemed that legal person meetsetpgirements set out in paragraph 1. of this artil
perform the activities set out in article 93. paegudp 1. point 5. of this Act if that legal persanpoys

at least one natural person which meets the ragaines for investment adviser set out in article 24.
paragraph 3. of this Act and ordinance referreid &rticle 24. paragraph 7. of this Act.

Issuance of authorisation to tied agents
Article 97

(1) Authorisation of natural or legal person tofpan the activities of tied agents shall be subject
provisions on authorisation of a broker and investhadviser set out in article 24. of this Act, atigt
mutandis.

(2) Tied agent — natural person, may start perfiognaictivities referred to in Article 93. of this tA&s
of the date of entry in the register referred téiticle 94. of this Act.

(3) Tied agent — legal person, may start perfornaicigvities referred to in article 93. of this Aad of
the date of entry in the register referred to iticde 94. of this Act and Court Register.

Obligations of investment firms
Article 98
Investment firms appointing tied agents shall:

- monitor the activities of their tied agents sa@gnsure that they comply with the provisionghid
Act and the regulations adopted on the basis ef Alst when performing the activities referred to in
Avrticle 93 of this Act;

- ensure that a tied agent discloses the capactityhich he/shelit is acting and the investment firm
which he/she/it is representing when contactingedore dealing with any client or potential clieot,
before undertaking any of the activities referredin Article 93 of this Act to which his/her
authorisation relates;

- take adequate measures in order to avoid anytimegapact that the activities of the tied ageat n
covered by the scope of this Act could have oratttvities referred to in Article 93 of this Act e
are carried by the tied agent on behalf of thestment firm.



Article 99
The Agency shall specify, by virtue of an ordingnitee contents of the application for issuance of
authorisation to a tied agent, the documents thedt mccompany the application and the contents of
such documents.

Chapter 3

Systematic internaliser
Section 1
Criteria for determining whether an investment firm is a systematic internaliser

Article 100
Where an investment firm deals on own account l®cetng client orders outside a regulated market
or an MTF, it shall be treated as a systematiariaeser within the meaning of this Act if it meete
criteria provided for in Article 21 paragraph 1Régulation 1287/2006.

Article 101

(1) An investment firm must notify the Agency invadice of its intention to acquire the status of a
systematic internaliser.

(2) The notification referred to in paragraph tho¢ Article shall include:

1. a description of the organisation of the firn@eganisational unit which will be responsible for
systematic internalisation,

2. a description of the rules and procedures tiwlb@ved in carrying out this activity,

3. a list of the personnel and/or features of géoiical system assigned to that purpose,

4. a description of the system to be used for th#igation of binding commitments to buy and sell,

5. a list of financial instruments for which thenfiintends to act as the systematic internaliser.

Section 2
Obligations of the systematic internaliser
Article 102
(1) Systematic internalisers in shares shall makalable firm quotes in those shares admitted to
trading on a regulated market for which they amgesyatic internalisers and for which there is aitiq

market, in accordance with Article 22 of Regulati®?87/2006.

(2) Systematic internalisers in shares shall makdip the quotes referred to in paragraph 1 of this
Article.

(3) In the case of shares for which there is nldiad market, systematic internalisers shall disel
quotes to their clients on request.



(4) The provisions of this Chapter shall be apjliedo systematic internalisers when dealing feesi
up to standard market size. Systematic internalideat only deal in sizes above standard market siz
shall not be subject to the provisions of this ¢cbap

Article 103

(1) Systematic internalisers may decide the sizeizes at which they will quote. For a particular
share each quote shall include a firm bid and/farqgdrice or prices for a size or sizes which cdudd
up to standard market size for the class of sharesich the share belongs. The price or pricefl sha
also reflect the prevailing market conditions feattshare, in accordance with Article 24 of Regoitat
1287/2006.

(2) Shares shall be grouped in classes on the bédise arithmetic average value of the orders
executed in the market for that share. The standarttet size for each class of shares shall beea si
representative of the arithmetic average valuehef drders executed in the market for the shares
included in each class of shares, in accordandeAwticle 23 of Regulation 1287/2006.

(3) As the competent authority for regulated magkeerforming its business in the Republic of
Croatia the Agency shall, in accordance with Aetiglof Regulation 1287/2006:

1. determine for each share, at least annuallyheiasis of the arithmetic average value of tlersr
executed in the market in respect of that shaeeclhiss of shares to which it belongs, subjechéo t
provisions of Articles 33 and 34 of Regulation 122806,

2. establish and publish a list of all liquid stsafer which it is the relevant competent authonity
accordance with Article 22 paragraph 6 of Reguiafi2a87/2006.

(4) The market for each share shall be comprisedllofrders executed in the European Union in
respect of that share, excluding those large itesmanpared to normal market size for that share.

Article 104

(1) Systematic internalisers shall make publicrtlggiotes on a regular and continuous basis during
normal trading hours.

(2) Systematic internalisers shall be entitled pdate their quotes referred to in paragraph 1 isf th
Article at any time.

(3) Systematic internalisers shall also be alloweaujer exceptional market conditions, to withdraw
their quotes.

(4) Systematic internalisers shall make their gaigteblic in a manner which is easily accessible to
other market participants on a reasonable comnidrasas.

Section 3
Execution of orders by systematic internalisers
Execution of orders from retail clients
Article 105

Systematic internalisers shall, while complying hwithe provisions of this Act concerning the
execution of orders on terms most favourable tentdi, execute the orders they receive from their



retail clients in relation to the shares for whibky are systematic internalisers at the quotezbprat
the time of reception of the order.

Execution of orders from professional clients
Article 106

(1) Systematic internalisers shall execute the rerdleey receive from their professional clients in
relation to the shares for which they are systamaternalisers at the quoted price at the time of
reception of the order.

(2) By way of derogation from paragraph 1 of thigidle systematic internalisers may execute the
orders referred to in paragraph 1 of this Artidleadbetter price in justified cases provided tlnég t
price falls within a public range close to markenditions and provided that the orders are of a siz
bigger than the size customarily undertaken bytailrewvestor, in accordance with Article 26 of
Regulation 1287/2006.

(3) Systematic internalisers may execute the onddesred to in paragraph 1 of this Article at pac
different than their quoted ones without havingcemnply with the provisions of paragraph 2 of this
Article, in respect of transactions where executanseveral different securities is part of one
transaction or in respect of orders that are stilbgeconditions other than the current market price
accordance with Article 25 of Regulation 1287/2006.

Article 107

(1) Where a systematic internaliser who quotes only quote or whose highest quote is lower than
the standard market size receives an order frotreat ©f a size bigger than its quotation size, but

lower than the standard market size, it may detmdexecute that part of the order which exceeds its
quotation size, provided that it is executed atgheted size, except where otherwise provided by th

provisions of Article 106 of this Act.

(2) Where the systematic internaliser is quotingifferent sizes and receives an order betweerethos
sizes, which it chooses to execute, it shall exethe order at one of the quoted sizes in compianc
with the provisions of Articles 82 to 84 of this tAexcept where otherwise provided for by the
provisions of Article 106 of this Act.

Article 108

(1) Systematic internalisers shall be allowed toidis on the basis of their commercial policy amd i
an objective non-discriminatory way, the investlaravhom they give access to their quotes. To that
end there shall be clear standards for governingsacto their quotes.

(2) Systematic internalisers may refuse to entéo ior discontinue business relationships with
investors on the basis of commercial consideratsuad as the investor credit status, the countgrpar
risk and the final settlement of the transaction.

(3) In order to limit the risk of being exposednhuiltiple transactions from the same client systemat
internalisers shall be allowed to limit in a nosatiminatory way the number of transactions from th
same client which they undertake to enter at theighed conditions.

(4) Systematic internalisers shall also be allowe@ non-discriminatory way and in accordance with
the provisions of Articles 82 to 84 of this Act, ltit the total number of transactions from diffat
clients at the same time, provided that this isvedlble only where the number and/or volume of



orders sought by clients considerably exceeds trenrreferred to in Article 25 paragraph 2 of
Regulation 1287/2006.

(5) Limitations of the number of transactions reddrto in paragraphs 3 and 4 of this Article sball
subject to the provisions of Article 25 paragraptf Regulation 1287/2006.
Ceasing to act as a systematic internaliser

Article 109
(1) An investment firm shall cease to be a systemiaternaliser in one or more shares in the manner
provided for in Article 21 paragraph 2 of Regulatit287/2006.

List of systematic internalisers

Article 110
(1) The Agency shall publish a list of systematiternalisers in respect of shares admitted tonpdi
on a regulated market in the Republic of Croatispant to Article 21 paragraph 4 of Regulation

1287/2006.

(2) The Agency shall publish the list referred to paragraph 1 of this Article and update it
continuously on its website.

Supervision of systematic internalisers
Article 111

The Agency shall check on a regular basis:

1. that systematic internalisers regularly updateand/or offer prices, in the manner provided for
under this Section,

2. that systematic internalisers maintain pricegheflect the prevailing market conditions,
3. that systematic internalisers comply with thena@ing provisions of this Act concerning the
manner of operation of systematic internalisers.
Chapter 4
Obligation to maintain records, report transactionsto the Agency and publish transactions
Record-keeping
Article 112
(1) An investment firm shall keep, for at leastefiyears after the expiry of the business year
concerned, a record of the relevant data relatirajl transactions in financial instruments whithas
carried out, whether on own account or on behad dient.
(2) In the case of transactions carried out on lbetfaclients, the records referred to in paragrdph

shall contain all the information and details o dentity of the client and the information reeuir
under the rules and regulations for the preverdiomoney laundering.



Reporting transactions to the Agency
Article 113

(1) Investment firms which execute transactiondimancial instruments admitted to trading on a
regulated market shall report to the Agency defafilsuch transactions no later than the close ®f th
following working day.

(2) The obligation referred to in paragraph 1 a$ thrticle shall apply to all transactions, whetloer
not such transactions were carried out on a regtlila@iarket.

(3) The report under paragraph 1 of this Articlalsinclude the information set in the ordinance
pursuant to paragraph 10 of this Article and shaltransmitted in the manner prescribed pursuant to
the same ordinance.

(4) The report under paragraph 1 of this Artidlalsinclude information set in Article 13 and Anne

| to Commission Regulation (EC) No. 1287/2006 almallsbe transmitted in the manner prescribed in
Article 12 of Commission Regulation (EC) No. 128¥0B.

(5) The report referred to in paragraph 1 of thiscle shall be made to the Agency by:
1. the investment firm itself or a third party action its behalf,
2. the regulated market or MTF through whose systii@ transaction was completed,

3. a trade-matching or reporting system approvedhieyAgency or by the appropriate competent
authority of another Member State.

(6) The Agency shall approve the system referrednt@aragraph 5 item 3 for the purpose of
transaction reporting referred to in paragraph 1thié Article if that system complies with the
requirements provided for in Article 12 of Comm@sRegulation 1287/2006.

(7) In cases where transaction reports referred paragraph 1 of this Article are delivered dihgtb

the Agency by a regulated market, an MTF, or aetnaétching or reporting system approved by the
Agency, the Agency may waive the obligation onithestment firm laid down in paragraph 1 of this
Article.

(8) The Agency shall transmit the information pansuto paragraph 4 in compliance with the
provision in the Article 14 of Commission Regulati®287/2006 to the competent authorities set in
Article 14 paragraph 1, numbers a to ¢ of CommisdRegulation 1287/2006 and shall make
arrangements to exchange notifications with otlenmetent authorities.

(9) When the transaction reports referred to imagaaph 1 of this Article are transmitted to the
Agency as the competent authority of the host Mensltaete, the Agency shall transmit these reports
to the competent authorities of the home MembeteSiaithe investment firm, unless the competent
authorities decide that they do not want to rectdmese reports.

(10) The Agency shall adopt an ordinance defining methods and arrangements for transaction
reporting and the form and content of these reports

(11) The Agency shall adopt an ordinance defining:

1. the use of durable medium to transmit data reduio be reported, pursuant to Article 12,
paragraph 1 of Commission Regulation 1287/2006



2. additional information required to be reportemjarding transactions, pursuant to Article 13,
paragraph 3 of Commission Regulation 1287/2006,

3. information used to identify on whose behalf tfssaction has been executed, pursuant to Article
13, paragraph 4 of Commission Regulation 1287/2006.

(12) The obligation referred to in paragraph 1hi$ tArticle shall apply to management companies of
open-end investment funds with public offer whemspant to authorization granted by the Agency
providing investment services as defined in Artiglparagraph 1 number 4 of this Act.

Publication of transactions
Article 114

(1) Investment firms which, either on own accounioa behalf of clients, conclude transactions in
shares admitted to trading on a regulated markisid®ua regulated market or MTF shall make public
the volume and price of those transactions andirtteeat which they were concluded.

(2) The information referred to in paragraph 1lo$ tArticle shall be made public as close to reakt
as possible, on a reasonable commercial basisraadnmanner which is easily accessible to other
market participants.

(3) The information referred to in paragraph 1 shalmade public in the manner and within the time-
limits provided for in Article 335 and 336 of thigt.

(4) The provisions of Article 336 of this Act comneng deferred reporting for certain categories of
transactions in shares carried out in regulatedketar shall applymutatis mutandis to those
transactions when undertaken outside regulatedeteadk MTF.

(5) The Agency shall adopt an ordinance which shall

1. specify the means by which investment firms ialplish the data referred to in paragraph 1 of this
Article, including the following possibilities:

- through the facilities of any regulated marketahhhas admitted the share in question to trading o
through the facilities of an MTF in which the sharejuestion is traded,

- through the offices of a third party,
- through proprietary arrangements.
2. clarify the application of the obligation undmragraph 1 of this Article to transactions invotyi

the use of shares for collateral, lending or oth@poses where the exchange of shares is determined
by factors other than the current market valuatibtne share.

Accounts and financial statements

Article 115
(1) Investment firms shall keep accounts and peepand make public their annual financial
statements and annual reports in compliance wiih Attt and with other rules and regulations
governing the accounting of enterprises and théicgtion of financial reporting standards.



(2) Investment firms shall keep accounts and peepanual financial statements in the manner which
allows for the verification of the business evartsorded, of their financial position and their ibess
performance.

(3) The Agency shall define in its ordinance thateat and form of investment firms' supervisory
reports, as well as the methods and deadlineséarsubmission.

Article 116

(1) The investment firm shall, within 15 days frohe receipt of the auditor’s report and no lat@nth
four months after the last day of the financial ryea which the annual financial statements were
prepared, submit to the Agency:

1. the annual financial statement and the annpalrte

2. the auditor's report on the audit of the anrfimgncial statements referred to in item 1 of this
Article.

(2) Investment firms which must carry out consdiima and prepare consolidated financial statements
and consolidated annual reports shall submit toAthency therewith within 15 days from the receipt
of the auditor's report, but no later than six rherftom the last day of the financial year concdrne

(3) In addition to annual financial statements,eistment firms shall also prepare interim financial
statements.

(4) The financial year shall correspond to theerdar year, and the interim reporting periods shall
include three-month, six-month and nine-month mizio

(5) The Agency shall lay down in its ordinance ttemtent and form of investment firms' annual
financial statements and interim financial statetmeas well as the methods and deadlines for their
preparation and submission.

Article 117

(1) Investment firms shall make public audited airfinancial statements, or where an investment
firm is a parent undertaking, audited consolidatedual financial statements for the entire groap, i
the manner provided for under the regulations guwgrthe accounting of undertakings and the
application of financial reporting standards.

(2) Investment firms shall publish and make avaddélaheir unaudited annual financial statements on
their websites no later than 5 months after thergxgs the financial year concerned.

(3) An investment firm whose head office is locatuatside the Republic of Croatia but which
established a branch in the Republic of Croatidl pludlish, in the Croatian language, on the brénch
website, annual financial statements prepared addea in accordance with the regulations of the
home state of the parent undertaking, annual repimtluding auditor’'s reports, no later than withi
15 days from the expiry of the deadline for theiurblication in the home state of the parent
undertaking.

Chapter 6
Liquidation of investment firms

Article 118



(1) Unless otherwise provided for under this Ajuidation of investment firms shall be subject to
the provisions of the regulations on establishmetticture and business of sole traders and
companies.

(2) Where liquidators establish grounds for bantaypthey shall submit without delay a proposal for
initiating bankruptcy proceedings and shall immeslianotify the Agency thereof.

(3) The management or the liquidators of the innesit firm shall notify the Agency of their decision
to cease the investment firm or to change of isinmss activities such that it is no longer allowed
provide the investment services or to perform theestment activities referred to in Article 5 hdreo
on the day following the day when the decision wasle.

(4) On the basis of the notification referred tqoaragraph 3 of this Article the Agency shall adapt
decision limiting the investment firm's authorisatito perform its activities to only those actiegi
which are necessary for its liquidation. Stock exuye, central clearing depository agency, central
register operator and clearing and settlement tmerahere appropriate, shall be informed on that
decision.

(5) On commencement of the liquidation processrkiestment firm may only perform the activities
specified in the decision referred to in paragraf this Article.

(6) Where the decision referred to in paragraph this Article concerns an investment firm which
has a branch in a Member State, the Agency shéflyrithe competent authorities of the Member
State concerned prior to rendering its decision.

(7) The natification referred to in paragraph 6lsieclude the legal consequences and the actual
effects of the decision adopted.

(8) Where for reason of safeguarding the interestthe investment firm’s clients or other public
interests the adoption of the decision referreshtparagraph 4 of this Article cannot be defertbe,
Agency shall inform the competent authorities af tiember State concerned thereof immediately
after the decision has been made.

Chapter 7

Multilateral trading facility — MTF

Section 1
Authorisation and operation of multilateral trading facilities
Article 119
Multilateral trading facilities may be operated &y investment firm or stock exchange (hereinafter:
MTF operator) authorised by the Agency.
Article 120

Stock exchange authorised by the Agency to manageperate the business of the regulated market
may operate an MTF if it complies with the requiests provided for under this Act concerning:



1. persons that effectively direct the businessmoMTF, persons possessing qualifying holdingéén t
stock exchange, organisational requirements, and

2. the requirements provided for under this Chaptertaining to access to an MTF, financial
instruments traded on an MTF, trading process aradigation of transactions in an MTF, monitoring
of compliance with the rules of the MTF and tramepay requirements for MTFs.

Article 121

Investment firms intends to operate an MTF shakintlee following requirements:

1. conditions provided for in Article 17 paragrapbf this Act, and

2. conditions provided for in this Chapter concegnaccess to an MTF, financial instruments traded
on an MTF, trading process and finalisation of $etions in an MTF, monitoring of compliance with
the rules of the MTF and transparency requiremientsI TFs.

Granting authorisations to operate an MTF
Article 122

(1) Investment firm or stock exchange intendingofmerate an MTF shall submit a request for
authorisation to operate an MTF accompanied byeswid that the requirements referred to in Article
120 item 1, i.e. in Article 121 item 1 have beemmptied with, as well as by the information
concerning:

1. the trading system,

2. the accessibility of data concerning offers dathands and of trading data intended for users and
the public,

3. the prospective system users,

4. the financial instruments to be traded withia glystem,

5. the mechanisms and methods of transaction reetftie

6. the arrangements which would ensure compliaritethe provisions of this Act and with the rules
and regulations adopted on the basis of this Act.

(2) Investment firm or stock exchange intendingofterate an MTF shall accompany the request
referred to in paragraph 1 of this Article with tM&@F rules referred to in Article 123 hereof.

(3) Where investment firm or stock exchange integdio operate an MTF intends to use the
possibilities provided for under Articles 132 an841lhereof, it must specify so in their requests
referred to in paragraph 1 of this Article.

(4) MTF operator shall notify the Agency withoutlale of any changes to the data communicated in
accordance with paragraph 1 of this Article.

(5) The Agency shall lay down in its ordinance gtall the conditions for granting authorisations to

operate an MTF, the contents of requests for sughosdsations, the required accompanying
documents and the contents of such documents.

MTF rules
Article 123

(1) MTF operator shall establish, implement andntzan transparent rules and procedures regarding:



1. access to the system operated,
2. criteria for determining the financial instrunt@that can be traded under its systems,
3. trading,
4. settlement of transactions.
(2) The rules and procedures referred to in papgdaof this Article shall enable users to use the
system efficiently and to understand the risks @ased with the use of the facility.
(3) The Agency may prescribe in its ordinance thatents of the MTF rules referred to in paragraph 1
of this Article.
Section 2
Access to an MTF

Article 124
(1) MTF operator shall establish and maintaingpament rules governing access to their facilities.
(2) MTF operator shall ensure that access to fheilities is based on objective criteria.
(3) MTF operator may allow as users of their fédeid the persons referred to in Article 301

paragraphs 1 and 2 of this Act. The provisionshi$ Act concerning market members shall apply
mutatis mutandisto MTF users.

Section 3
Financial instruments traded on an MTF
Article 125

(1) MTF operator shall provide sufficient publichvailable information regarding the financial
instruments traded under its system to enablesissuo form investment judgements.

(2) MTF operator shall provide the information amahcial instruments referred to in paragraph 1 of
this Article when the financial instruments are #@thd to trading and during trading with the
financial instruments concerned.

(3) In complying with the requirements set out arggraph 1 of this Article MTF operator shall take
into account both the nature and the types ofunstints traded under its system.

(4) MTF operator shall be required to comply imnagelly with any decision of the Agency to suspend
or remove a financial instrument from trading, adatg to article 341 paragraph 4.

Article 126
Where a transferrable security, which has been thehinto trading on a regulated market, is also

traded on an MTF without the consent of the isster,issuer shall not be subject to any obligation
relating to disclosure with regard to that MTF.



Section 4
Trading on an MTF
Trading process and finalisation of transactions iran MTF

Article 127
MTF operator shall ensure fair and orderly tradamgl setting of prices, including reference priess,
well as efficient execution of orders, whereby thkes of trading and price setting must not allow
MTF operator to make discretionary estimates.

Exemptions

Article 128
(1) Articles 54 to 71 and Articles 82 to 91 of tiist shall not apply to the transactions concluded
under the rules governing an MTF between its usetsetween the MTF and its users in relation to
the use of the MTF.
(2) By way of derogation from the provision of pgraph 1 of this Article, users of an MTF shall
comply with the obligations provided for in Artidé4 to 71 and Articles 82 to 91 of this Act with
respect to their clients when, acting on behathefr clients execute orders through the systenanof
MTF.

Settlement of transactions

Article 129

(1) MTF operator shall put in place the necessamgngements to facilitate the efficient settlemaint
the transactions concluded under the systems dflire

(2) MTF operator shall clearly inform its users tbkir responsibilities for the settlement of the
transactions executed in that facility.

Section 5
Monitoring compliance with the rules of an MTF
Article 130

(1) MTF users shall comply with the provisions bistAct, with ordinances adopted on the basis of
this Act and with the rules of an MTF.

(2) MTF operator shall establish and maintain effecive@ngements and procedures for the regular
monitoring of transactions undertaken by its usersrder to identify possible breaches of the rules
disorderly trading conditions or conduct that nayolve market abuse.

(3) MTP operator shall have effective arrangemants$ procedures for the regular monitoring of the
compliance of its users with the provisions of tAid, of the rules and regulations adopted on the
basis of this Act, and the rules of an MTF.



(4) Where MTF operator establishes that any of theasdns referred to in paragraph 2 of this Act
obtain, it shall notify the Agency thereof withaidlay.

(5) Where MTF operator establish that any of tiheegions referred to in paragraph 2 obtain, they ma
temporarily or permanently exclude from the systeenuser concerned.

(6) MTF operator shall, at the request of the Agesaed without delay, supply any information which
is relevant for the supervision of the cases reteto in paragraph 2 of this Act.

(7) MTF operator shall provide full assistance e Agency in the supervision of the market abuse
cases occurring within its system.

Section 6
Publication of transactions
Pre-trade transparency requirements
Article 131

(1) MTF operators shall make public current bid affér prices and the depth of trading interests in
respect of shares admitted to trading on a reglila@rket that is traded within a system operated by
them.

(2) The information referred to in paragraph 1 listArticle shall be available to the public on
reasonable commercial terms and on a continuous thasng normal trading hours.

(3) MTF operators shall make public current bid affér prices and the depth of trading interests in
respect of shares admitted to trading on a reglilai@rket that is traded within a system operated by
them in accordance with Articles 17, 29, 30 ando8ZRegulation No 1287/2006, on reasonable
commercial terms and on a continuous basis durdngnal trading hours.

Article 132

(1) The Agency may waive the obligation for MTF oater to make public the information referred to
in Article 131 based on the market model or theetgpd size of orders in the cases prescribed by the
ordinance referred to in Article 135 hereof. Theiwsa from the obligation to make public the
information referred to in paragraph 1 of this glgiin particular in relation to transactions tha¢
large in scale compared with normal market sizendividual classes of shares.

(2) The Agency may waive a MTF Operator the oblgyatset out in Article 131, in accordance with
Articles 17 to 20 of Regulation No 1287/2006, basedthe market model or the type and size of
orders in particular in respect of transaction$ #me large in scale compared with normal markat si
for the share or type of share in question. Thevevafrom the obligation to make public the
information referred to in Article 131 in particulaelates to transactions that are large in scale
compared with normal market size for individualssles of shares.

Post-trade transparency requirements

Article 133



(1) MTF operator shall make public the price, voluand time of the transactions executed under its
system in respect of shares which are admittechttirty on a regulated market.

(2) MTF operator shall make public the details mefe to in paragraph 1 of this Article on a
reasonable commercial basis, as close to realdspossible.

(3) MTF operator shall make public the price, voluand time of the transactions executed under its
system in respect of shares which are admittedating on a regulated market on a reasonable
commercial basis, as close to real-time as posaiiein accordance with the provisions of Articles
27, 29, 30 and 32 of Regulation No 1287/2006.

Article 134

(1) The Agency may authorise MTF operator, omatpuest, to provide for deferred publication of the
details referred to in Article 133 hereof, basedlantype or size of transactions.

(2) The deferred publication referred to in parpbra of this Article may be authorised in respdct o

transactions that are large in scale compared twghnormal market size for individual classes of
shares. MTF operator shall clearly disclose tharey@ments for deferred trade-publication to market
participants and the public.

(3) The Agency shall grant the authorisation reférto in paragraph 1 of this Article after the
fulfilment of the requirements provided under thdimance referred to in Article 135 hereof.

(4) The Agency shall grant the authorisation reférto in paragraph 1 of this Article after the
fulfilment of the requirements provided in Arti@8 of Regulation No 1287/2006.

Article 135
The Agency lay down in its ordinance:

1. the range of bid and offers or designated mariaker quotes, and the depth of trading interest at
those prices, to be made public,

2. the size and type of orders for which pre-trdidelosure referred to in Article 131 hereof may be
waived,

3. the market model for which pre-trade discloswferred to in Article 131 hereof may be waived,
and in particular the applicability of the obligatito the trading methods,

4. trading data which MTF operators are requireshaie public,
5. the contents of the data referred in item 4isf Article,
6. the conditions under which MTF operators mayija® for deferred publication of data,

7. the criteria which MTF operators must observddniding which transactions are eligible for
deferred publication given the size of transactionthe types of shares traded.

Chapter 8

Rights of investment firms



Section 1

Provision of investment services and performance d@fivestment activities
outside the territory of the Republic of Croatia

Subsection 1

Provision of investment services and performance dfivestment activities in another Member
State

Establishment of an investment firm’s branch in anther Member State
Article 136

(1) An investment firm wishing to establish a branithin the territory of another Member State
shall notify the Agency thereof and provide the paof the Member State within the territory of
which it plans to establish a branch.

(2) The notification referred to in paragraph 1tlig Article shall be accompanied by the following
information:

1. a programme of operations, setting out the tyg®s$ volume of the investment services and/or
activities which the investment firm intends tofpem through its branch, the organisational strrectu
of the branch and an indication as to whether thadh intends to use tied agents,

2. the address in the host Member State from winichmation on the branch may be obtained,
3. the names of those responsible for the manageshéme branch.

(3) The notification referred to in paragraph lhog Article shall be deemed to include the reqbast
the Agency to communicate the notification, accomigad by the information referred to in paragraph
2 of this Article, to the competent authority oethost Member State in which the investment firm
intends to establish a branch.

(4) In cases where an investment firm intends tsbaied agent established in another Member State,
such a tied agent shall be equivalent to the brafiche investment firm in that Member State and
shall be subject mutatis mutantiisthe provisions of this Act relating to brancleésnvestment firms

in Member States.

Communication to the competent authority of the hosMember State
Article 137

(1) The Agency shall refuse to communicate therinfdion referred to in Article 136 paragraph 1 of
this Act to the competent authority of the host NbemState if the investment firm does not have an
adequate organisational, technical and personnattste or the financial situation to provide the
planned volume of investment services or activitiesugh its branch in the Member State concerned.

(2) Unless the Agency refuses to communicate tfogrimation for the reasons referred to in paragraph
1 of this Article, it shall, within 60 days of raemg the notification and the accompanying
information referred to in Article 136 of this Aapmmunicate them to the competent authority of the
host Member State and shall inform the investmiemt ¢oncerned accordingly.



(3) In addition to the information referred to irmarpgraph 2 of this Article, the Agency shall
communicate to the competent authority of the Metiber State:

1. information concerning the level of investmannt’ own funds and capital requirements and
2. detailed information on the investor protectssheme it belongs in the Republic of Croatia.

(4) Where the Agency does not inform the investnfiemt, within the time referred to in paragraph 2
of this Article, of having communicated the infotioa to the competent authority of the host
Member State, or if it fails to refuse to commumbécahe information, the request for the
communication of the information shall be deemddsed.

Commencement of activities of a branch in a host Meber State

Article 138

An investment firm may start providing investmeetvices and performing investment activities
through its branch:

1. upon the receipt of a communication from the perent authority of the host Member State setting
out the conditions under which, in the interesttiod general good, those investment services or
investment activities shall be carried out, or

2. 60 days from the day the competent authorithefost Member State received the communication
from the Agency in accordance with Article 137 bistAct, if, until the expiry of that period, the
investment firm does not receive the communicaftiom the host Member State referred to in item 1
of this Article.

Notification of changes in information concerning aranch in a host Member State
Article 139

(1) If an investment firm intends to change itsibass activities or any of the information referted

in Article 136 paragraph 2, it must give notice tblt change to the Agency 30 days before
implementing the change. The Agency shall infornthat change the competent authority of the host
Member State.

(2) The provisions of Articles 136 to 138 herecélslapply mutatis mutandis to the changes referred
to in paragraph 1 of this Article, the deadlinesdecision-making being 30 days.

Direct provision of investment services and perforrance of investment activities in the territory
of another Member State

Article 140

(1) Any investment firm that intends to provide éstment services or perform investment activities i
another Member State directly for the first timealshinform the Agency thereof and shall
communicate to the Agency the Member State in witichtends to provide services directly. The
communication shall be accompanied by a programinoperations describing the types and volume
of services which it intends to provide directiytiat Member State.

(2) In cases where an investment firm intends totiesl agents, the Agency shall, at the requetbteof
competent authority of the Member State referredntgaragraph 1 of this Article and within a
reasonable time, communicate the identity of teeé &gents.



(3) Within 30 days of receiving the informationeekd to in paragraph 1 of this Article, the Agency
shall forward the information to the competent atitly of the host Member State and shall inform the
investment firm thereof.

(4) The investment firm may start to provide in thest Member State the investment services and
activities set out in the communication referredirtgparagraph 1 of this Article from the day the

competent authority of the Member State receivesctimmunication from the Agency referred to in
paragraph 1 of this Article.

(5) Paragraphs 1 to 4 of this Article shall applytatis mutandis to any change in the information
contained in the communication referred to in peaply 1 of this Article.
Special rules concerning MTFs
Article 141
(1) Investment firms or stock exchange authoriseedperate an MTF in the Republic of Croatia,
which intend to allow remote access to and theofishe MTF by persons with a registered office in

another Member State shall inform the Agency thlereo

(2) The Agency shall transmit the communicatiorenefd to in paragraph 1 of this Article within 30
days of its receipt to the competent authorityhef Member State concerned.

(3) The Agency shall, at the request of the competeithority of the Member State and without
delay, furnish information on the users of the MifiEluded in the communication referred to in
paragraph 1 of this Article.
(4) Investment firms or stock exchange referreéhtparagraph 1 of this Article may allow remote
access to and use of the MTF to persons with atexgd office in another Member State, from the
day the competent authority of that Member Stateives the communication referred to in paragraph
2 of this Article.

Subsection 2

Provision of investment services and performance afivestment activities in third countries
Branches of investment firms in third countries

Article 142
(1) An investment firm may provide investment seed and perform investment activities as well as
ancillary services in a third country only throutye establishment of a branch.

(2) The establishment of a branch in a third cquistisubject to authorisation from the Agency.

(3) The provisions of Article 136, Article 137, pgraph 1 and Article 139 hereof shall apply mutatis
mutandis to the authorisation referred to in paapgr2 of this Article.

(4) The Agency may refuse authorisation referredhtparagraph 2 of this Article if the laws and
regulations of a third country in which the investrhfirm intends to establish a branch, or difficd



involved in their enforcement, are likely to prevéime effective exercise of its supervisory funeso
over the branch pursuant to provisions of this Act.

Direct performance of activities in a third country
Article 143

(1) By way of derogation from Article 142 paragraphof this Act, any investment firm shall be
authorised to directly perform in a third counthetinvestment activity referred to in Article 5
paragraph 1 item 3 of this Act.

(2) The investment firm shall communicate to theeAgy its intention to perform its activities
directly.

(3) The provisions of Article 140 of this Act shapply mutatis mutandis to the communication
referred to in paragraph 2 hereof.

Section 2

Provision of investment services and performance afivestment activities within the territory of
the Republic of Croatia by investment firms with aregistered office outside the Republic of
Croatia

Subsection 1

Provision of investment services and performance afivestment activities
by investment firms with registered office in a Menber State

Article 144

(1) An investment firm with a registered office iMember State may perform those investment
services and activities as well as the relatedllanciservices in the Republic of Croatia whichsit
authorised to perform in the Member State, eitheough a branch, or directly, subject to the
conditions provided for under this Act.

(2) An investment firm with a registered officearMember State which provides investment services
and performs investment activities shall be subjecthe provisions of those Croatian regulations
which, in the interest of the general good, regulednsumer rights and the prevention of money
laundering and financing of terrorism.

(3) Investment firm with registered office in Memb8tate which provides investment services
directly or through a branch within a territory Bepublic of Croatia, shall provide all clients and
potential clients in Republic of Croatia with alelevant information concerning the investor
compensation scheme which it belongs to, in a mgmuscribed by Article 245 of this Act.

Provision of investment services and performance dafivestment activities through a branch
Article 145
(1) An investment firm with a registered officednother Member State may establish a branch in the

Republic of Croatia and may start providing investinservices and performing investment activities
in the Republic of Croatia through the branch 6@sdafter the competent authority of the investment



firm’s home Member State delivers to the Agency ¢benmunication together with the information
referred to in Article 136 paragraphs 1 and 2 arnitke 137 paragraph 3 of this Act.

(2) If an investment firm from another Member Statends to change any information concerning its
branch referred to in Article 136 paragraph 2 @ #ct, it must communicate this to the Agency 30
days before the intended change.

(3) The branch of the investment firm with the stgied office in another Member State shall, when
providing services at the territory of the RepulgiicCroatia, comply with the conditions laid down i
Articles 54 to 91 and 100 to 114 of this Articlasd regulation adopted pursuant to those Articles.

(4) Claims from investors who are clients of thartmh of an investment firm shall be included in the
investor protection scheme in the investment firhrdsme Member State.

(5) The branch of an investment firm with a registeoffice in a Member State may become included
in the investor protection scheme in the RepulfliCmatia for the purpose of extending the leval an
scope of investor protection as against that peavid the home Member State.

Direct provision of investment services and perforrance of investment activities
Article 146

(1) An investment firm with a registered office another Member State may start providing
investment services and performing investment gietsvafter the Agency receives the communication
and the information referred to in Article 136 bfst Act from the competent authority of the home
Member State.

(2) The provision of paragraph 1 of this Articleaihapply mutatis mutandis to any change of the
information included in the communication refertedn Article 140 paragraph 1 of this Act.

Special rules concerning MTFs
Article 147

Investment firms or market operators authorisedperate an MTF in their home Member States may
allow remote access and use of the MTF to persathsavegistered office in the Republic of Croatia
from the day the Agency receives from the competeathority of that Member State the
communication as set out in Article 141 of this Act

Subsection 2

Provision of investment services and performance afivestment activities by investment firms
with a registered office in a third country

Article 148
Investment firms with a registered office in a ¢thaountry may only provide investment services and

perform investment activities in the Republic ofo@ia through a branch, and under the terms
provided for under this Act.



Authorisation for establishing a branch of an inveiment firm with registered office in a third
country

Article 149

(1) An investment firm with a registered office @nthird country may establish a branch in the
Republic of Croatia upon authorisation from the Age

(2) Investment firms with a registered office inhérd country shall, in addition to their request f
authorisation for the establishment of a branchpstithe following:

1. an excerpt from a court register or some othaivalent register from the investment firm's home
country for the parent investment undertaking

2. the statute or other corresponding rules optrent investment undertaking

3. the information concerning members of the mamaye and supervisory bodies of the parent
investment undertaking

4. audited financial statements of the parent itneest undertaking for the three preceding financial
years

5. the relevant document with accurate data orslia@eholders and their holdings in the investment
firm,

6. an excerpt from a court register or some otlgetivalent register from the home country of the
parent investment undertaking for those legal perghat possess qualifying holdings in the parent
investment undertaking

7. the description of the investment services amigdities to be performed by the branch and the
programme of operations for the first three yedgperation,

8. the approval, by the body authorised to supertige parent investment undertaking, for the
establishment of a branch, or a statement by suobdg to the effect that no such authorisation is
required under the rules and regulations of theatgiwoncerned,

9. the statement by the investment firm from adthiipuntry that the branch would keep all the
requisite documentation pertaining to its busiressvities in the Croatian language, in its registe
office, in accordance with this Act and the ruled aegulations adopted on the basis of this Act,

10. detailed description of the system for the gutidon of investors in which the parent investment
undertaking is included in the home country,

11. other documents which allow for verification @mpliance with the personnel, technical and
organisational requirements for performing the stmeent services and activities set out in the
authorisation request.

(3) The Agency may impose on the investment firnthvd registered office in a third country an
additional requirement for the authorisation tabksh a branch, namely, that the parent undergakin
deposits in the Republic of Croatia a certain sdinmoney or some other corresponding financial
guarantee or that it suggests some other appregaah of guarantee for the settlement of obligaio
arising from the investment services and activipjegormed in the Republic of Croatia.

(4) The Agency shall issue the authorisation tal@isth a branch to the investment firm with a
registered office in a third country if it satiigself on the basis of information at its disp@sad the



documents submitted with the request for authaosatthat the branch has the financial,
administrative, organisational, personnel and teeticapacities to carry out its business operation
accordance with this Act.

(5) The Agency shall also refuse to issue the aighibion referred to in paragraph 2 of this Artidle
the regulations of the third country where the panevestment undertaking has its had office armd th
difficulties involved in their execution are liketp prevent the effective exercise of its supemyiso
functions in respect of the branch in accordandh this Act.

(6) An investment firm with a registered officeanthird country, which is authorised to estabhsh
branch, may provide those services and performettamsivities in the Republic of Croatia whose
description it submitted with the request refeti@ih paragraph 2 of this Article.

(7) An investment firm from a third country wishitg provide additional or other investment services
and activities through the branch in the Repubfi€matia shall request, in advance, an additional
authorisation to perform those services and amsuit

Application of provisions
Article 150

(1) An investment firm with a registered officeanthird country which established its branch in the
Republic of Croatia shall be subject to the prarisiof Articles 115 to 117 hereof,

(2) The provisions of this Act governing investmdintns which have their registered office in the
Republic of Croatia shall apply mutatis mutandish® investment firms referred to in paragraph 1 of
this Article and to their branches and managetbaf branches.

(3) The provisions of this Act concerning the masragnt of investment firms which have their
registered office in the Republic of Croatia slagply mutatis mutandis to the managers of branches.

(4) The Agency shall withdraw authorisation to bt a branch from an investment firm with a
registered office in a third country if:

1. the competent authority withdraws from the pamnamdertaking the authorisation to provide the
investment services and to perform the investmetiviges which correspond in content to those
referred to in Article 5 paragraph 1 of this Act,

2. for reasons referred to in Article 151 paragrapif this Act the branch fails to meet its obligas
in respect of the investor protection scheme.

Investor protection scheme in branches of investmerirms from third countries

Article 151

(1) Where the branch of an investment firm fronmiadt country is included in the investor protection
scheme in the home country of the parent investruadertaking, the level and scope of investor
protection rendered must not exceed the level aopesof investor protection laid down in this Act.
(2) Where there is none investor protection schientiee home country of the parent undertaking or is

significantly reduced in level and scope in comgramito that in the Republic of Croatia, the braoth
the investment firm shall participate in the systemthe protection of investors in the Republic of



Croatia. The manner and scope of such participasioall be laid down by the Agency in its
authorisation for the establishment of the branch.

(3) Investment firm with registered office in arthicountry which has established a branch within a
territory of Republic of Croatia, shall provide alients and potential clients in Republic of Ciaat

with all relevant information concerning the imastompensation scheme which it belongs to, in a
manner proscribed by Article 245 of this Act.

Section 3
Access to a regulated market

Article 152
Investment firms from other Member States authdrisg the competent authorities to provide the
investment service of executing client orders opg@dorm the investment activity of dealing on own
account have the right of membership in or acaessregulated market established in the Republic of
Croatia by means of any of the following arrangetsien
1. directly, by setting up branches in the Repubi€roatia,
2. by becoming remote members of or having remotess to the regulated market without having to

be established in the Republic of Croatia, wheeettading procedures and systems of the market in
guestion do not require a physical presence foclasion of transactions on the market.

Access to central counterparty, clearing and settlaent facilities and right to designate
settlement system
Article 153
(1) Investment firms from other Member States shalle the right of access to central counterparty,
clearing and settlement systems in the territohefRepublic of Croatia for the purposes of fisialy
or arranging the finalisation of transactions imaficial instruments.
(2) Access of those investment firms to the faesitreferred to in paragraph 1 of this Article shal
subject to the same non-discriminatory, transpaaadtobjective criteria as apply to local particigsa
in those facilities whose registered offices amated in the Republic of Croatia.
Article 154
Regulated markets shall offer their members thetrig designate the system for the settlement of
transactions in financial instruments undertakentloat regulated market, subject to conditions
provided for under Article 536 hereof.
Chapter 9
Capital adequacy

Section 1

Own funds



Minimum own funds requirements
Article 155

(1) The own funds of any investment firm and Idi@ah shall not at any time fall below the minimum
initial capital referred to in Articles 32, 33 aBifl of this Act.

(2) In the event that the own funds of the investhiem and local firm referred to in paragraphfl o
this Article fall below the minimum initial capitakferred to in Articles 32, 33 and 35 of this Aitie
Agency shall allow such firms a limited period iiah to rectify their situations, or it shall impos
supervisory measures provided for under this Act.

(3) In the event of a merger of two or more investinfirms and/or local firms approved by the
Agency, at the time of the merger the own fundsheffirm produced by the merger need not attain
the minimum level of initial capital prescribed @mndArticles 32, 33 and 35 of this Act, but during/a
period when the level of minimum initial capitalshaot been attained, the own funds of the new firm
may not fall below the merged firms’ total own fignat the time of the merger.
Calculation of own funds
Article 156
(1) The own funds of an investment firm shall cehsif the sum of original own funds referred to in
Article 157 of this Act, additional own funds | ezfed to in Article 158 of this Act and additiormain
funds Il referred to in Article 159 of this Act (eccordance with the limits referred to in Artidlé2
of this Act), excluding the deductible items reéettto in Article 161 of this Act.
(2) The Agency shall lay down in its ordinance th@racteristics of specific categories of own funds
referred to in paragraph 1 of this Article and tharacteristics of the items comprising them.
Original own funds
Article 157

(1) The original own funds of investment firms sdhwainsist of the following items:

1. paid-up and registered initial capital, that tis amount of paid ordinary and non-cumulative
preferential shares realised at the time of issei@hthose shares, at nominal value;

2. all the types of reserves formed from profieafax;

3. retained profit from preceding years net of autyre charges and confirmed by the proprietohef t
investment firm or adopted by its general assembly;

4. capital reserves (gains on the purchase and#galeares referred to in item 1 of this paragrapt
on the acquisition and release of investment firovism shares);

5. profit for the current financial year establigran the basis of:

- audited annual financial statements, which is afeany future charges and confirmed by the
proprietor of the investment firm or adopted bygé&neral assembly,



- interim financial statements, which has beenfiegtiby the external auditor and when the investmen
firm allocates preliminary profit, net of any futurcharges, to reserves and/or retained profit in
accordance with the decision of the investment’fippnoprietor or its general assembly.

(2) The following items shall be deducted from than of items referred to in paragraph 1 of this
Article:

1. acquired own shares, excluding cumulative pesiteal shares, at book value;

2. intangible assets, such as goodwill, licencatenis, trade marks and concessions;
3. losses brought forward established on the lsdsisdited annual financial statements;

4. loss for the current financial year based oritadd&nnual financial statements or loss estaldisine
the basis of interim financial statements (prel@mjnamount of loss) which has been verified by the
external auditor and in accordance with the degisibthe investment firm’s proprietor or its gerlera
assembly;

5. capital reserves (losses on the acquisitiorreledse of the investment firm’s own shares).

Additional own funds |
Article 158
(1) Additional own funds | shall consist of thelling items:
1. special reserves which are not formed from padter tax, but which arising from re-valuation of
tangible fixed assets and financial assets, effettgaluation by the replacement value method for
tangible fixed assets with limited useful life afrdam effects of valuation by methods which are

designed to take account of inflation for the iteshewn in annual accounts,

2. paid-up capital arising from the sale of investinfirm’s cumulative preferential shares, at nahin
value and capital reserves relating to that shanagsjs acquired own cumulative preferential shares;

3. capital acquired on the basis of subordinatettuments,
4. securities and other instruments with non-fireaturity and
5. other instruments similar to the subordinatérimsents referred to in item 3 of this paragraph.
(2) Subordinated instruments referred to in itemnd,3and 5 of paragraph 1 of this Article withireth
meaning of this Chapter shall be financial instrateewhich are issued by investment firm with a
purpose of accumulate capital, and which comphhwlite requirements provided for comprising in
additional own funds |.
(3) The Agency shall lay down in its ordinance teguirements for comprising of instruments
referred to in paragraph 2 of this Article, in addial own funds .

Additional own funds Il

Article 159

(1) Additional own funds Il shall consist of the@dincial instruments issued by investment firm waith

purpose of accumulate capital, and which comphhlite requirements provided for comprising in
additional own funds Il and that are not include@dditional own funds I.



(2) The Agency shall lay down in its ordinance tleguirements for comprising of instruments
referred to in paragraph 1 of this Article, in addial own funds II.

Purpose of certain categories of own funds
Article 160

Original own funds and additional own funds | shml used to cover capital requirements for market
risk, credit risk and operational risk, while adulial own funds Il shall only be used to cover tapi
requirements for market risk, excluding capitaluiegments for settlement risks and counterparty
risks.

Deductible items
Article 161
(1) The following items shall be deducted from aveistment firm’'s own funds:

1. holdings in other investment firms, other fin@hcand credit institutions, asset management
companies, ancillary services undertakings amogntmore than 10% of their capital,

2. investments in subordinated instruments, refietoein paragraph 2 of Article 158 of this Act, of
other investment firms, other financial and crédétitutions, asset management companies, ancillary
services undertakings, in which it has holdingseexiing 10% of the capital in each case,

3. holdings in investment firms, financial and étadstitutions, asset management companies and
ancillary services undertakings, other than the$erred to in items 1 and 2 of this paragraph,mpfau
10% of their capital and investments in subordidatstruments referred to in paragraph 2 of Article
158 of this Act, of these entities when investrmiamt’s holdings exceed more than 10% of its own
funds calculated before the deduction of itemsymmsto this Article,

4. holdings in insurance and reinsurance undergakand insurance holding companies within the
meaning of item 28 of Article 4 of this Act and @stments into instruments referred to in paragéaph
of Article 158 of this Act, of these entities,

5. other deductible items.

(2) Where shares/holdings in another investmem, fother financial and credit institutions, asset
management companies, ancillary services undegskimsurance or reinsurance undertakings or
insurance holding companies are held temporariiytife purposes of a financial assistance operation
designed to reorganise and financially restructbe¢ entity, the investment firm may request the
Agency to waive the provisions on deductions ipees of those shares/holdings.

(3) One half of the total amount of deductions mefé to in paragraph 1 of this Article shall be
deducted from original own funds, while the othalf Ishall be deducted from additional own funds I,
after application of the limits laid down in paraghs 1 and 2 of Article 162 of this Act. If the sad
half of the total amount of deductions exceeds tamdil own funds I, the excess shall be deducted
from original own funds.

(4) Investment firms which use additional own furid$or the coverage of capital requirements for
market risks, excluding settlement risk and coyady credit risk, may calculate own funds in the
manner provided for in Article 156 of this Act, deting instead of the items referred to in paralgsap



1 to 3 of this Article, items of illiquid assetddadown by the Agency in the ordinance referredhto
Article 156 of this Act.

(5) The Agency shall lay down in its ordinance tharacteristics of other deductible items refetoed
in item 5 of paragraph 1 of this Article and iteofsilliquid assets referred to in paragraph 4 a$ th
Article.

Own funds limits
Article 162
(1) Additional own funds | must not exceed 100%0§inal own funds.

(2) The total sum of subordinated instruments reteto in item 3 of paragraph 1 of Article 158 of
this Act and cumulative preferential shares witkei maturity included in additional own funds |
must not exceed 50% of original own funds.

(3) Investment firms may use additional own funb$ol the coverage of capital requirements for
market risks, excluding settlement risk and coysdy credit risk, but only up to 150% of the
original own funds necessary for the coverage efaforementioned risks and no other risks.

(4) Subject to prior authorisation from the Agenthe limit referred to in paragraph 3 of this Altic
may be exceeded if the sum of additional own fundsd additional own funds Il does not exceed
200% of the original own funds used for the coverag capital requirements for investment firms’
market risks, excluding settlement risk and coyasgy credit risk.

(5) Subject to prior authorisation from the Agenityvestment firms which calculate own funds in the
manner provided for in Article 156 of this Act, witeduction of the items of illiquid assets, may
exceed the limit referred to in paragraph 3 of #hiticle if the sum of additional own funds | and
additional own funds Il does not exceed 250% of @dhginal own funds used for the coverage of
capital requirements for the investment firm’s nednlisks, excluding settlement risk and countegpart
credit risk.
(6) Excesses of own funds limits referred to imisel to 5 of this Article investment firms shalltno
take into account of the capital requirements datmn.
Section 2
Risk management
Subsection 1
General provisions on risk management
Risk management
Article 163
Risk management is a set of measures and methsigdd to identify, measure risk with reference

to assessment, control and monitor risks, includemprting on the risks to which investment firm is
or might be exposed in the course of performindpitsiness activities.



Trading book and non trading book

Article 164
(1) The trading book of an investment firm shalhsist of all positions in financial instruments and
commodities held either with trading intent or mder to hedge other elements of the trading bodk an
which are either free of any restrictive covenamtgheir tradability or able to be hedged.
(2) The non trading book of an investment firm klahsist of all positions of financial instruments
and commodities not included among the positiorth®frading book.

Market risks

Article 165

(1) Market risk consists of the following: positioisks, settlement and counterparty credit riskgda
exposures risk, foreign-exchange risk and commnexlrisk.

(2) Position risk is the risk of losses which coalike due to a price change in the financial imsant
or, in the case of a derivative, due to a pricengban the variable concerned. Position risk shall
divided into:

1. general position risk — risk of a price chamgéhe financial instrument concerned due to a ghan
in the level of interest rates or to a broad egmgrket movement unrelated to any specific attabut
of that financial instrument,

2. specific position risk — risk of a price changehe instrument concerned due to factors reltded
its issuer or, in the case of a derivative, thaas®f the underlying instrument.

(3) Settlement risk and credit counterparty risk aeertbks of loss due to the counterparty's default t
meet the obligations on the basis of trading-bamditpons.

(4)Large exposure risk is the risk of exceeding ghemitted exposure limits to a single person or a
group of connected persons which arise on therigaoook positions.

(5) Foreign-exchange risk is a risk of exchange flatctuations.

(6) Commodities risk is a risk of changes to pricEsommodities.

Credit risks
Article 166

Credit risk is a risk of loss due to incapacityao€lient to settle its financial liabilities to iestment
firm within their maturity period.

Liquidity risk

Article 167



Liquidity risk is a risk of loss due to the actwalcontingent incapacity of an investment firm éttle
its financial liabilities within their maturity pexd.

Operational risk
Article 168

Operational risk is a risk of loss resulting formroes, disruptions or impairments caused by
inadequate internal processes, people and systefmsroexternal events, and includes legal risk.

Risk management strategies and policies
Article 169

In addition to complying with the organisationatjugements referred to in Article 36 to Article 48

the Act, investment firms shall, for the purposecofsistent implementation of the risk management
strategies and policies referred to in Article 3@his Act, establish and consistently apply appiaip
administrative and accounting procedures to ensureefficient system of internal control, in
particular:

1. in the calculation and control of capital reguients for those risks, and
2. in identifying and monitoring large exposurelamges in large exposures and in controlling the
compliance of large exposures with the investmemhsf policies on the kinds of exposures
concerned.

Strategies and procedures of internal capital assement

Article 170

(1) An investments firm shall have in place and lengent sound, effective and complete strategies
and processes for ongoing assessment and mainésti@amounts, types and distribution of internal

capital.

(2) Internal capital is the capital which the inveent firm consider adequate to cover types aneldev
of risks to which they are or might be exposed.

(3) Strategies and procedures for internal capgakssment shall be subject to regular internawev
to ensure that they remain comprehensive and piropal to the types, scope and complexity of the
investment services and activities provided anfopmed by the investment firm.
The liquidity and solvency principles
Article 171
An investment firm shall conduct its business ia thanner which ensures its permanent ability to

service its financial liabilities (the solvency meiple) and its ability to settle, at any time, fitsancial
liabilities when due (the liquidity principle).

Subsection 2



Risk management policies and procedures
Market risk management policies and procedures
Article 172

(1) Investment firm shall establish and ensuranti@ementation of sound policies and procedures for
measuring and managing any significant marketfestors and effects.

(2) The policies and procedures referred to in graah 1 of this Article shall prescribe at least th
inclusion of positions in the trading book, actimanagement of positions in the trading book and the
valuation system of positions in the trading book.

Operational risk management policies and procedures
Article 173

(1) Investment firm shall establish and ensurant@ementation of sound policies and procedures for
measuring and managing operational risks, includiovg-frequency high-severity events, and shall

articulate what constitutes operational risk foe fhurposes of those policies and procedures, in
accordance with the provisions of Article 168 d§tAct.

(2) Investment firms shall adopt contingency andibess continuity plans to ensure their ability to
operate on an ongoing basis and limit losses irteat of severe business disruptions.

Credit risk management policies and procedures

Article 174

(1) Investment firm shall establish and ensureithglementation of sound credit risk management
policies and procedures.

(2) Investment firm shall adopt decisions to grarddits on the basis of sound and well-defined
criteria and shall define the decision-making pdace for approving, amending, renewing and re-
financing credits.

(3) Investment firm shall establish and ensure ithplementation of appropriate systems for
administration and ongoing monitoring of credikrisearing portfolios and individual exposures,
which include adequate value adjustments for oatza sheet items and provisions for risk-bearing
off-balance sheet items.

Liquidity risk management policies and procedures

Article 175
(1) Investment firms shall establish and ensureirtigementation of sound policies and procedures
for liquidity risk management, shall regularly rewi the assumptions underlying the system for
liquidity risk management, shall manage current famare cash inflows and outflows, and shall adopt
contingency plans to deal with liquidity crises.



(2) The Agency shall lay down in its ordinance miom requirements on investment firms for
liquidity risk management.
Section 3
Capital requirements

Subsection 1

Minimum level of own funds in relation to capital requirements
Article 176

Investment firms shall have own funds which areagisvmore than or equal to the sum of THE
following:

1. capital requirements for market risks,
2. capital requirements credit risk and

3. capital requirements for operational risk.

Article 177

(1) Investment firms referred to in Article 178tbfs Act shall hold own funds which must at all éisn
be equivalent to not less than one quarter of fhreiceding year’s fixed overheads.

(2) Where a firm has not completed a year's businesarting from the day it starts up, the
requirement shall be a quarter of the fixed ovedbeprojected in its business plan, unless an
adjustment to that plan is required by the Agency.

(3) The Agency shall lay down in its ordinance iteens comprising fixed overheads referred to in
paragraph 1 of this Article.

Article 178

(1) By way of derogation from Article 176 of this Adtivestment firms referred to in Article 32 of
this Act may maintain their own funds at the leware than or equal to the higher of the following:

1. the sum of the capital requirements referrad #rticle 176 items 1 and 2 of this Act,
2. the amount laid down in Article 177 of this Act.

(2) By way of derogation from Article 176 of thisct investment firms referred to in Article 35 of
this Act, which:

1. deal on own account only for the purpose ofilfulfy or executing a client order or for the pusgo
of gaining entrance to a clearing and settlemestegy or a recognised exchange when acting in an
agency capacity or executing client orders,



2. do not hold client money or financial instrunmgnindertake only dealing on own account, have no
external customers, and the execution and settlewfewhose transactions takes place under the
responsibility of a clearing institution and areaganteed by that clearing institution,

may hold own funds which are more than or equéhéosum of:

1. the capital requirements referred to in Artiths items 1 and 2 of this Act,

2. the amount laid down in Article 177 of this Act.

(3) Investment firms referred to in paragraphs # @nof this Article shall be subject to other
provisions concerning operational risks referrethtArticle 173 of this Act.

(4) Recognised exchanges within the meaning of Alniicle shall be the exchanges recognised as
such by the Agency, which meet the following coiotis:

1. they function regularly,
2. they have rules, issued or approved by the gpjate authorities, defining the conditions for the
operation of the exchange, the conditions of actefise exchange as well as the conditions thdt sha
be satisfied by a contract before it can effecyile dealt on the exchange and
3. they have a settlement mechanism whereby demgafinancial instruments are subject to daily
margin requirements which, in the Agency’s opiniprgvide appropriate protection.

Agency’s permission

Article 179

(1) The Agency shall permit an investment firm seu

1. advanced measurement approach for the calaulatitheir capital requirements for operational
risk,

2. the internal model for the calculation of thedpital requirements for settlement and counteypart
credit risk,

3. the internal models for the calculation of thegipital requirements for position risk, foreign-
exchange risk and/or commodities risk,

4. the internal model for valuation of options,

5. internal ratings based approach for risk weidleegposure amount s for credit risk

6. other internal estimates and models in rafatiocapital requirements for credit risk.

(2) An investment firm shall notify the Agency watlt delay of any planned changes to the internal
model referred to in paragraph 1 of this Article ¥ehich it received authorisation from the Agency.

Agency shall decide, on the basis of the documientaubmitted and the information at its disposal,
whether the intended change requires changes ipehaission referred to in paragraph 1 of this

Avrticle.

(3) Where an EU parent credit institution andstssidiaries or the subsidiaries of an EU parent
financial holding company use Approach or modetmefd in paragraph 1 point 1 and 5 of this Article



on a unified basis, the Agency may allow the quadd criteria to be met by the parent and its
subsidiaries considered together.

(4) An investment firm shall notify the Agency wailnt delay if it ceases to comply with the
conditions for the authorisation referred to inggaaph 1 of this Article and accompany this by:

1. evidence that such non-compliance is not of natsignificance, or
2. a plan of how it intends to ensure compliancthwhe requirements referred to in paragraph 1 of
this Article.
(5) The Agency shall lay down in its ordinance tlenditions and documentation required for the
permission referred to in paragraph 1 of this Aetis well as the conditions for its withdrawal.
Subsection 2
Capital requirements for market risks and credit risk
Capital requirements for position risk

Article 180

(1) Capital requirements for position risks shaldstablished by an investment firm in respectsof i
trading book business.

(2) Capital requirements for position risk shalldmual to the sum of capital requirements for ganer
position risk and capital requirements for spegiigsition risk. Capital requirements for generall an
specific position risk shall be calculated on tresib of net position in each individual financial
instrument in the trading book.

(3) When calculating capital requirements for gaheosition risk of debt financial instruments, an
investment firm may apply a maturity-based appraaaturation-based approach.

(4) By way of derogation from paragraph 3 of thididle, an investment firm may use an internal
model as well if it received a prior permissionnrthe Agency.

(5) Capital requirements for general and specifisifon risk of financial instruments shall be
calculated by an investment firm by applying thehodology and risk weight.

(6) The Agency shall adopt an ordinance prescritiiegmanner of calculation of capital requirements
for general and specific position risk.

Capital requirements for settlement and counterpary credit risk
Article 181

(1) Capital requirements for settlement and coyatey credit risk shall be established by an
investment firm in respect of its trading book Inesis.

(2) When calculating capital requirements forleatent and counterparty credit risk an investment
firm shall use methods and risk weight.

(3) By way of derogation from paragraph 2 of thigidle, an investment firm may use an internal
model for calculating capital requirements for dmeuparty risk if it received a prior permissionrro
the Agency.



(4) The Agency shall adopt an ordinance prescritfiegmanner of calculation of capital requirements
for settlement and counterparty credit risk.

Capital requirements for large exposures
Article 182

(1) An investment firm shall calculate capital regments for large exposures which arise on the
trading book positions.

(2) The Agency shall adopt an ordinance prescritfiegmanner of calculation of capital requirements
for large exposures.

Capital requirements for foreign-exchange risk
Article 183

(1) An investment firm shall calculate capital regments for foreign-exchange risk if its total net
open foreign-exchange position in respect of atheir business activities (from the trading bookl a
the non-trading book) exceeds 2% of the investrfients own funds.

(2) By way of derogation from paragraph 1 of thigide, an investment firm may use an internal
model for calculating capital requirements for fgreexchange risk upon prior permission from the
Agency.

(3) The Agency shall adopt an ordinance prescritiiegmanner of calculation of capital requirements
for foreign-exchange risk.

Capital requirements for commodities risk
Article 184

(1) Capital requirements for commaodities risk slhallcalculated on the basis of net position ingetsp
of all of their business activities (from the tnaglibook and the non-trading book) for each indigldu
commodity.

(2) When calculating capital requirements for cordiies risk an investment firm must use a
simplified approach or a maturity ladder approach.

(2) By way of derogation from paragraph 2 of thigide, an investment firm may use an internal
model for calculating capital requirements for coodities risk upon a prior permission from the
Agency.

(3) The Agency shall adopt an ordinance prescribilegmanner of calculation of capital requirements
for commodities risk.
Capital requirements for credit risk

Article 185



(1) Capital requirements for credit risk shall lzdcalated in respect of all of their business atotis
whit the exception of their trading book businesd dliquid assets if deducted from own fund under
Article 161 paragraph 4 of this Act.

(2) Investment firm shall use the Standardised Apph for the calculation of risk-weighted exposure
amounts for credit risk.

(3) By way of derogation from paragraph 2 of thididle, an investment firm may use an Internal
Ratings Based Approach for the calculation of rakghted exposure amounts for credit risk upon a
prior permission from the Agency.

(4) The Agency shall adopt an ordinance prescritiiegmanner of calculation of capital requirements
for credit risk.
Subsection 3
Capital requirements for operational risk
Approaches for the calculation of the capital requiements for operational risk
Article 186

(1) For calculating capital requirements for operal risk an investment firm may use the Basic
Indicator Approach, the Standardised Approach erAtivanced Measurement Approach.

(2) By way of derogation from paragraph 1 of thididle, an investment firm may at the same time
use several approaches based on the prior permigsio the Agency.

(3) An investment firm may change the approachtf@ calculation of capital requirements for
operational risk from the simplified to the nexitimodologically more complex approach.

(4) An investment firm may not change the appro@echthe calculation of capital requirements for
operational risk from the methodologically more @dax approach to the simplified approach without
a justified reason and a prior permission fromAlgency.

Relevant indicator
Article 187

(1) The basis for the calculation of the relevamdicator is net income earned by an investment firm
by providing and carrying out investment serviceg activities.

(2) By way of derogation from paragraph 1 of thididle, if an investment firm did not do business
during the entire or part of the period for whible relevant indicator was to be calculated or fone
other reason does not dispose of data necessacalfarlating the relevant indicator, the investment
firm may use business estimates for the calculatiothe relevant indicator, upon prior permission
from the Agency.

Basic Indicator Approach

Article 188



The capital requirement for operational risk ofiewestment firm under the Basic Indicator Approach
shall be a certain percentage of a relevant inglicat

Standardised Approach
Article 189

(1) The Standardised Approach for calculating theital requirement for operational risk shall
comprise the classification of services and adtisibf an investment firm across individual busines
lines and the calculation of the capital requiren@na percentage of the relevant indicator.

(2) Under Standardised Approach, the capital requént for operational risk shall be the sum of
capital requirements for operational risk acrosdividual business lines of an investment firm.

(3) An investment firm using a Standardised Apploatust meet the qualifying criteria for the
standardised approach.
Advanced Measurement Approach

Article 190
(1) The Advanced Measurement Approach for the ¢aticun of the capital requirement for
operational risk shall be based on the own operaktiosk measurement system of an investment firm
for which a prior permission from the Agency isugqd.
(2) An investment firm using the Advanced Measunenfgproach must meet the qualifying criteria
for the Advanced Measurement Approach.

Article 191
The Agency shall adopt an ordinance providing facpdures for calculating the relevant indicator,
the capital requirement for operational risk by lgimg the Basic Indicator Approach and the
Standardised Approach, and conditions of use of Stendardised Approach and the Advanced
Measurement Approach as well as conditions foctimebination of approaches.

Notifying the Agency

Article 192
(1) An investment firm using the Basic Indicator phpach for calculating capital requirements for
operational risk must notify the Agency about rigention to transfer to the Standardised Approach
for calculating capital requirements for operatiaiek.
(2) An investment firm must immediately notify tAgency if it does not meet the qualifying criteria
for Standardised Approach or Advanced Measuremeppréach or conditions for combining
approaches, and propose measures and the timédimikeeting the prescribed conditions.

Section 4

Large exposures



Exposure and large exposure
Article 193

(1) The exposure of an investment firm to persoa group of connected persons shall be the amount
of assets and/or off-balance-sheet items to thrabpeor a group of connected persons.

(2) An investment firm’s exposure to a person gr@up of connected persons shall be considered a
large exposure where its value is equal to or edc&8% of the investment firm’s own funds.

(3) Investment firm shall monitor and control largeposures and shall establish and ensure the
implementation of sound policies and procedurestifier purposes of identifying, recording and
monitoring all large exposures which arise on tigdiook and non- trading book.

Largest permissible exposure value
Article 194

(1) An investment firm may not incur an exposura fgerson or a group of connected persons referred
to in Article 195 of this Act the value of which@eeds 25% of its own funds.

(2) By way of derogation from paragraph 1 of thigidle, the exposure of an investment firm to a
person or a group of connected persons, if theopsrg question are persons referred to in Article
196 of this Act, may not exceed 10% of its own fsind

(3) By way of derogation from paragraphs 1 and Zhié Article, where a person or a group of
connected persons is the parent undertaking ondsatys of the investment firm and/ or of one or

more subsidiaries of that parent undertaking, tkgosure of the investment firm to a person or a
group of connected persons may not exceed 20% ofibh funds.

Group of connected persons

Article 195

(1) A group of connected persons shall consistvofdr more legal or natural persons which, unless i
is shown otherwise, constitute a single risk fer ithvestment firm because:

1. one of them, directly or indirectly, has contekr the other or others; or

2. they are interconnected in a way which makesighly probable that, if one of them were to
experience improvement or deterioration of econoanid financial situation, the other or all of the
others would be likely to encounter improvementieterioration of economic and financial situation,
and between them there is a possibility for thegi@r of loss, gain or creditworthiness.

(2) A group of connected persons shall consistlgieasons referred to in paragraph 1 of this Aetic
and persons connected with them in the mannerreeféo in Article 4, item 12 of this Act.

Persons in a special relationship with an investmetirm

Article 196



Persons in a special relationship with an investniem to which exposure may be incurred or
increased shall be the persons referred to inlarficitems 11 and 12 of this Act.

Restrictions on overall exposures
Article 197

(1) The overall exposures of an investment firnintdividual persons or groups of connected persons
shall be calculated by summing the exposures waitde on the trading book and the exposures
which arise on the non-trading book.

(2) The sum of overall large exposures of an irmesit firm may not exceed 800% of its own funds.

(3) The sum of overall exposures to persons inegiaprelationship with an investment firm may not
exceed 50% of its own funds.

Excess of limits of exposure
Article 198

(1) An investment firm must at any given time becaompliance with limits referred to in Article 194
and 197 of this Act.

(2) By way of derogation from paragraph 1 of thidide, an investment firm may exceed the limits
of exposure referred to in Article 194 and 197to$ tAct provided that the following conditions have
been met:

1. the exposure on the non-trading book to thegmem a group of persons in question does not
exceed the limits laid down in Articles 194 and 1his Act, that is, the excess arises entirelyhe
trading book;

2. the investment firm meets an additional capigluirement for each large exposure in accordance
with Article 182 of this Act;

3. where 10 days or less has elapsed since thesmceurred, the sum of exposures of an investment
firm to the person or a group of connected persoisng out of trading book positions does not
exceed 500% of the investment firm’s own funds.

4. any excesses that have persisted for more thalays must not, in aggregate, exceed 600% of the
investment firm’s own funds.

Article 199

(1) An investment firm may not deliberately avoiddéional capital requirements that it would

otherwise incur on exposures exceeding the linaid down in Article 194 of this Act once those

exposures have been maintained for more than 16 bgymeans of temporarily transferring the
exposures in question to another subject withinsdrae group or not and/or by undertaking artificial
transactions to close out the exposure during fhéaly period and create a new exposure.

(2) The investment firm must immediately repordgency any transfer the effects of which are laid
down in paragraph 1 of this Article.

(3) Agency shall adopt procedures to prevent dediiedy avoiding the additional capital requirements
referred to in paragraph 1 of this Article.



(4) Agency shall notify the European Commission dahe Council of procedures referred to in
paragraph 3 of this Article.

Reporting exposures

Article 200
(1) An investment firm must report to the Agencgmlvthree months all large exposures referred to in
Article 193 of this Act in course of the precedBignonths.
(2) An investment firm must quarterly report to thgency if exposures exceed the limits referred to
in Article 198 of this Act in the course of the pegling 3 months. An investment firm must, in every
report on excess, report about the amount of exaedsthe name of the client concerned shall be
reported.
(3) If exposures exceed the limits of exposure Wwtadses on the non-trading book, an investment
firm must report that fact without delay to the Agg, which may, where the circumstances warrant
it, allow the investment firm a limited period d@fe in which to comply with the limits.
(4) The Agency shall adopt an ordinance providiogthe manner and time limits for reporting the
exposures.

Section 5
Investments into qualifying holdings of non-financal institutions
Article 201
Non-financial institution
For the purposes of this section, a non-finandigtiution means any legal person, except:
1. investment firms and other financial instituBon
2. credit institutions;
3. asset management companies;
4. ancillary services undertakings.
Limitations on investments into capital of non-financial institutions

Avrticle 202

(1) An investment firm’s holdings in the capital wbn-financial institution may not exceed 15% of
investment firm’s own funds..

(2) An investment firm’s total holdings in the cegbiof non-financial institution may not exceed 60%
of investment firm’s own funds.

Exemptions from limitation on investments

Article 203



(1) Holdings acquired by an investment firm in exiege for its claims during the process of financial
restructuring, and in the bankruptcy or enforcenmeateedings, or through application of instruments
for the securing of claims in accordance with thdoEcement Act in the first two years after the
acquisition of qualifying holding shall not be reded as investments within the meaning of Article
202 of this Act.

(2) Investments within the meaning of Article 2G2tos Act shall not be:

1. shares held during the provision of an investrservice referred to in Article 5, paragraph &pit
6 of this Act;

2. shares or holdings acquired in the investmemt$iown name, and on behalf of others, and

3. shares or holdings kept on the trading book.

Excess of limits on investments

Article 204
The limits laid down in Article 202 paragraphs 1dag may be exceeded only in exceptional
circumstances. In such cases, the Agency shalireeqn investment firm either to increase its own
funds or to take other equivalent measures.

Section 6
Level of application
Subsection 1
Application of requirements on an individual basis

Article 205

(1) An investment firm referred to in Articles 32da35 of this Act with registered office in the
Republic of Croatia shall comply with the followingquirements on an individual basis concerning:

1. requirements referred to in Article 169 of tAi on the risk management strategy and policy;

2. requirements referred to in Article 170 of tist on the internal capital assessment strategy and
procedures;

3. minimum capital requirements referred to n Aetscl76 to 178 of this Act;
4. large exposures referred to in Article 193 t6 80this Act, and

5. limits on qualifying holdings in non-financiglstitutions referred to in Articles 201 to 204tbfs
Act.

(2) Obligations referred to in paragraph 1, iteman2l 5 of this Act shall not apply to investment
companies with registered office in the Republi€Cobatia which is:

1. a subsidiary investment firm whose parent udtery has the obligation to comply with the
provisions of paragraph 1 of this Article on a aditated basis; and



2. a parent investment firm which complies with thquirements on a consolidated basis referred to
in Article 208, paragraph 1 of this Act.

(3) The requirements referred to in paragraph dmst 2 and 5 of this Act shall also apply to
investment firms with registered offices in the Rielic of Croatia which are not included in the
supervision on a consolidated basis in accordaiitteAxticles 209 and 210 of this Act.

(4) An investment firm with registered office inettRepublic of Croatia shall comply with the
provisions on public disclosure referred to in &ldi 219 to 221 of this Act on an individual basis
where it is not:

1. a subsidiary investment firm of a parent uradenyg subject to public disclosure on a consolidate
basis within the meaning of Articles 219 to 221to$ Act;

2. a parent investment firm, and

3. included in the supervision on a consolidatesihgursuant to Articles 209 and 210 of this Act.

Subsection 2
Application of requirements on a consolidated basis
Investment firm’s group in the Republic of Croatia
Article 206
(1) An investment firm’s group in the Republic ofo@tia (hereinafter: investment firm’s group in the
RoC) shall include credit institutions, investménns, other financial institutions, asset manageime
companies and auxiliary services companies witlistexgd offices in the Republic of Croatia or
outside the Republic of Croatia, within which adeone of the investment firms has the status of:
1. a RoC parent investment firm, or
2. a EU parent investment firm with registeredafin the Republic of Croatia.
(2) An investment firms’ group in the RoC shalllume investment firms, other financial institutions
asset management companies and auxiliary servicepanies with registered offices in the Republic
of Croatia or outside the Republic of Croatia, witlwvhich at least one of the investment firms or
other financial institutions has the status of:
1. a RoC parent investment firm,
2. an investment firm with registered office in Republic of Croatia and is linked by management on
a unified basis with another investment firm or theo financial institution, assets management

company or ancillary services undertaking,

3. a RoC parent financial holding company of whiahleast one subsidiary investment firm has its
registered office in the Republic of Croatia,

4. a parent financial holding company in anothemider State of which at least one subsidiary
investment firm has its registered office in the&aic of Croatia, or

5. a EU parent investment firm with registeredasffin the Republic of Croatia.



(3) An investment firm’s group in the RoC shallakxist if the same RoC parent financial holding
company or EU parent financial holding company wébistered office in the Republic of Croatia, in
addition to having an investment firm subsidiaryhariegistered office in the Republic of Croatias ha
subsidiary investment firms of other Member States.

(4) An investment firm’s group in the RoC shall@absxist if an investment firm with registered offic

in the Republic of Croatia is a subsidiary of mtiran one financial holding company with registered
office in the Republic of Croatia and other Memi&iates and if each of these holdings has a
subsidiary investment firm in each of these Menttes and if that investment firm with registered
office in the Republic of Croatia has the largealiahce sheet total in relation to investment fiims
other Member States.

(5) An investment firm's group in the RoC shall alexist if the same parent financial holding
company with registered office in another Membeat&has, in addition to an investment firm with
registered office in the Republic of Croatia, sdizsy investment firms of other Member States
provided that none of the subsidiary investmendirhas been authorised in the Member State in
which the financial holding has its registeredadfand that the investment firm with registeredceff

in the Republic of Croatia has the largest balastueet total in relation to investment firms in athe
Member States.

Inclusion into and exclusion from an investment fim’s group in the RoC
Article 207

(1) For the purposes of supervision on a consaitlaasis the Agency shall request the inclusian int
an investment firm’'s group in the RoC in the follogy cases:

1. where, in its opinion, an investment firm exses a significant influence over one or more
investment firms, other financial institutions, etsgnanagement companies or ancillary services
undertaking, but without holding a participationatiher capital ties in these institutions; and

2. where two or more investment firms with registeoffice in the Republic of Croatia are placed
under single management other than pursuant tontracd or articles of association with other
investment firms or another financial instituticagset management company or ancillary services
undertaking.

(2) The Agency may, for the purposes of supervisiora consolidated basis, exclude one subsidiary
member from the investment firm’s group in the Reldch may be a credit institution, an investment
firm or another financial institution, assets magragnt company or ancillary services undertaking in
the manner referred to in Article 209 of this Actexempt an entire investment firm’'s group in the
RoC in the manner referred to in Article 210 obthAict.

Article 208

(1) A parent investment firm in the Republic of @tia shall comply with the following requirements
on a consolidated basis for its investment firmaug in the RoC concerning:

1. minimum capital requirements referred to in élgil76 to 178 of this Act;
2. large exposures referred to in Articles 19300 @f this Act;

3. limits on qualifying holdings in non-financiwlstitutions referred to in Articles 201 to 204tbfs
Act;



4. requirements referred to in Article 170 of tAist on the strategy and procedure for internal tedpi
assessment.

(2) An investment firm with registered office inetiRepublic of Croatia which is a subsidiary of a
parent financial holding from the investment firmggoup in the RoC must comply with the
requirements referred to in paragraph 1 of thischerton a consolidated basis of that investment’&ir
group in the RoC.

(3) An investment firm with registered office inettRepublic of Croatia which is a EU parent
investment firm must comply with the disclosureuiegments referred to in Articles 219 to 221 of
this Act on a consolidated basis.

(4) An investment firm with registered office iretfRepublic of Croatia which is a subsidiary of a EU
parent financial holding company from the investtrfim’s group in the RoC must comply with the

disclosure requirements referred to in Articles 81921 of this Act on a consolidated basis.

(5) By way of derogation from paragraphs 3 and 4hif Article, the Agency may request from an
investment firm with registered office in the Repalof Croatia which is a subsidiary of a EU parent
financial holding company, and which is significént the capital market in the Republic of Croatia,
to comply with disclosure requirements referredhtérticles 219 to 221 of this Act on an individual

basis or on a sub-consolidated basis.

(6) When determining the significance of an indinatinvestment firm for the capital market of the
Republic of Croatia the Agency shall take into actahe market share, type and scope of services
and activities provided and performed by such aestment firm, and its influence on the stabilify o
the financial system of the Republic of Croatia.

(7) The Agency may, fully or partially, permit thevestment firm referred to in paragraphs 3, 4 and
of this Article from the disclosure requirementferead to in Articles 219 to 221 of this Act upds i
request, under the condition that the disclosuiguirements are complied with by the parent
undertaking of an investment firm of a third coyran a consolidated basis and if such disclosues a
comparable with disclosures pursuant to this Act.

(8) A subsidiary investment firm or a parent finahdolding in an investment firm’s group in the
RoC with hold the position of a parent undertakimdhold a participation in another investment firm
or another financial institution, asset managemsoihpany, ancillary services undertaking with
registered office in a third country, must complighathe obligations referred to in paragraph 1hid t
Article on a sub-consolidated basis.

(9) A parent investment firm in an investment fismgroup in the RoC shall comply with the
requirements referred to in Article 169 of this Act a consolidated basis and on a sub-consolidated
basis to ensure that their arrangements, processesiechanisms within the investment firm’s group
in the RoC are consistent and well-integrated hatldll data and information relevant for the pggo

of for supervision can be produced.

Subsection 3

Waiver of the application of requirements on a cordidated basis
Article 209

(1) The Agency may, for the purposes of supervisiona consolidated basis from an investment
firm’s’ group in the RoC, grant waiver to an indiuial member of the investment firm’s group in the
RoC which is a subsidiary, under the following citiods:



1. where the member concerned is situated in d dauntry where there are legal impediments to the
transfer of the necessary information;

2. where, in the opinion of the Agency, the membencerned is of negligible interest only with
respect to the objectives of monitoring of an inwent firm and in any event where the balance-sheet
total of the member concerned is less than thelemlthe following two amounts;

- HRK 75 million, or
- 1% of the balance-sheet total of the investmiemt 6r a financial holding from the investment fism
group in the RoC which are a parent undertakinigodd participation.

3. where, in the opinion of the Agency, the inausinto the investment firm’s group in the RoC
would be misleading as far as the objectives oktipervision of investment firms are concerned.

(2) By way of derogation from paragraph 1 of thigidle, the Agency may, as far as the objectives of
the supervision of investment firms are concerimedude into the investment firm’'s group in the RoC
several members of an investment firm’'s group | RoC which satisfy the criteria referred to in
paragraph 1, item 2 of this Article and are collegy of non-negligible interest.

Article 210

(1) The Agency may grant waiver, on a case-by-dsts, to investment firm's groups in the RoC
from the application of capital requirements oroasplidated basis provided that:

1. each EU investments firm in the investment fargroup in the RoC uses the calculation of own
funds set out in Article 213 of this Act;

2. all investment firms in the investment firm’'sogp in the RoC fall under categories referred to in
Article 178, paragraphs 1 and 2 of this Act;

3. each EU investment firm in the investment firgreup in the RoC meets the requirements imposed
in Articles 176 to 178 on an individual basis andhe same time deducts from its own funds any
contingent liability in favour of investment firm&ther financial institutions, asset management
companies and ancillary services undertakings, mwiauld otherwise be consolidated, and;

4. any RoC parent financial holding from an investinfirm’s group in the RoC which holds at least
as much capital as the sum of the full book valueny holdings, subordinated claims and instruments
in investment firms, other financial institutioresset management companies and ancillary services
undertakings and the total amount of any contingiahtility in favour thereof which would otherwise

be consolidated.

(2) Where the criteria in the first subparagrapk amet, each EU investment firm within the
investment firm’'s group in the ROC shall have iaga systems to monitor and control the sources of
capital and funding of all financial holding compes) investment firms, other financial institutipns
asset management companies and ancillary servncbstakings within the investment firm’s group
in the RoC.

(3) By way of derogation from paragraph 1, itemf4his Article, the Agency may permit own funds
of RoC parent financial holding to be lower thia value calculated under paragraph 1, item 4isf th
Article but no lower than the sum of the requiretseimposed in Articles 176 and 178 Act on an
individual basis to investment firms, other finalcinstitutions, asset management companies and
ancillary services undertakings and the total arho@iany contingent liability in favour thereof v
would otherwise be consolidated.



(4) For the purposes of paragraph 3, capital requents for investment undertakings of third
countries, financial institutions, asset managensenipanies and ancillary services undertakings is a
notional capital requirement.

Obligations of members of investment firm's groupsn the RoC which have been granted waiver
Article 211

(1) Investment firms in an investment firm's granghe RoC which has been granted waiver of the
application of capital requirements on a consofiddtasis in accordance with Article 210 of this Act
must notify the risks which could undermine thémahcial positions, including those associated with
the composition and sources of their capital amdiifug.

(2) When the Agency, on the basis of notificatiogferred to in paragraph 1 of this Article, assesse
that the financial position of investment firmsnist adequately protected from risks, it shall regui
them to take measures including, where necessamyations on the transfer of capital between these
investment firms and other members of the group.

(3) The Agency shall take other appropriate meastowards investment firms from the investment
firm’s group in the RoC referred to in Article 210 this Act to monitor the risks, namely large
exposures, of the whole investment firm's groughe RoC, including any undertakings located in
other countries.

Subsection 4
Calculation of capital requirements on a consolidatd basis
Article 212

(1) Where own funds of investment firms is caloedhton a consolidated basis, the consolidated
amounts relating to the items listed under Artith® of this Act shall be used in accordance with th
provisions of Article 265 of this Act on the manmédrconsolidation for the purposes of supervisian o
a consolidated basis.

(2) The following items shall be regarded as cddattd reserves for the calculation of consolidated
own funds:

1. minority interests (shares held by persons iffefrom the majority owner);

2. the first consolidation difference (goodwill pital gains, that is, capital losses)
3. the translation differences included in consaikd reserves and

4. any difference resulting from the inclusion eftain participating interests.

(3) Where consolidated reserves referred to ingvaph 2 of this are negative (“credit”) items, they
shall be included in the calculation of consolidatevn funds, and if they are positive (‘debit’)nts,
they shall be deducted in the calculation of cadatéd own funds.

Article 213

Investment firm from the investment firm’s grouptime RoC referred to in Article 210 of this Act
using additional own funds Il for covering capitatjuirements for market risks of an investment firm
except for the settlement and counterparty créght shall calculate the own funds pursuant todeti
156 of this Act, in accordance with the followiognditions:



1. the illiquid assets referred to in Article 1@aragraph 4 of this Act shall be deducted;

2. deductible items referred to in Article 161, a@aphs 1 and 2 of this Act which refer to holdings
and subordinate instruments which an investmemt fiolds in respect of undertakings included in the
scope of consolidation of the investment firm’sugyan the RoC, shall be deducted;

3. the own funds limits referred to Article 16ragraphs 1 and 2 shall be calculated with referenc
to the original own funds less the deductible itengf®rred to in item 2 of this Article, which are
elements of the original own funds of those undkémtzs;

4. deductible items referred to in Article 161, a@maphs 1 and 2 of this Act which are included unde
item 3 of this Act shall be deducted from the araiown funds, and not in the manner referred to in
Article 161, paragraph 3 of this Act, taking intecaunt capital limitations referred to in Articlé2,
paragraphs 3, 4 and 5 of this Act.

Article 214

(1) A RoC parent investment firm and an investrmfemt with registered office in the Republic of
Croatia controlled by RoC parent financial holdingm the investment firm’'s group in the RoC,
under the condition that all investment firms ifstroup are referred to in Article 178, paragradf

this Act, may maintain their own funds at a cordatiéd level which are always more than or equal to
the higher of the following two amounts:

1. the sum of the capital requirements referrethtdrticle 176, paragraphs 1 and 2 of this Act,
2. the amount laid down in Article 177 of this Act.

(2) A RoC parent investment undertaking and an stment firm with registered office in the
Republic of Croatia controlled by RoC parent finahtiolding from the investment firm’s group in
the RoC, under the condition that all investmenndi in this group are referred to in Article 178,
paragraphs 1 and 2 of this Act, may maintain thein funds at a consolidated level which are always
more than or equal to the sum of:

1. the sum of capital requirements referred torticke 176, items 1 and 2 of this Act;

2. the amount laid down in Article 177 of this Act.

Article 215

(1) For the purpose of calculating capital requieats on a consolidated basis the following shall be
allowed:

1. offsetting of the trading book positions betwemre investment firm or credit institution with
another investment firm or credit institution puaetito the provisions for the calculation of calpita
requirements for position risk referred to in Alid80 of this Act and capital requirements fogéar
exposure referred to in Article 182 of this Act;

2. offsetting foreign exchange positions betweesm amvestment firm or credit institution with aneth
investment firm or credit institution pursuant tbet provisions for the calculation of capital
requirements for foreign-exchange risk referreshtArticle 183 of this Act;



3. offsetting commodities positions between one=gtment firm or credit institution with another
investment firm or credit institution pursuant tbet provisions for the calculation of capital
requirements for commodities risk referred to iniéke 184 of this Act;

(2) For the purpose of calculating capital requieats on a consolidated basis, offsetting of the
positions provided for in paragraph 1 of this Agjowith undertakings which have registered offices
in third countries, shall be allowed subject to $siraultaneous fulfilment of the following conditien

1. such undertakings have been authorised in @ ¢oiuntry and either satisfy the definition of dted
institution or are recognised third-country investinfirms;

2. such undertakings comply, on an individual hasith capital adequacy rules equivalent to those
laid down in this Act and ordinances adopted orbidws of this Act; and

3. no regulations exist in the third countries uestion which might significantly affect the tragsof
funds within the group.

(3) For the purpose of calculating capital requieats on a consolidated basis, offsetting proviaed f
in paragraph 1 of this Article between investmamh$ with a registered offices in Republic of Ciaat
and credit institutions with a registered officesRepublic of Croatia, shall be allowed provideatth

1. there is a satisfactory allocation of capitathivi the investment firm's group in the RoC; and
2. there are no material or legal impediments éafreements whish will guarantee mutual financial
support within the investment firm's group in fkeC.

(4) For the purpose of calculating capital requieats on a consolidated basis, offsetting proviaed f

in paragraph 1 of this Article between investmémh$ and credit institutions within an investment
firm's group in the RoC that fulfil the conditiom®posed in paragraph 3 of this Article and any
investment firms and credit institution includedle same investment firm's group in the ROC which

has been authorised in another Member State shadllowed provided that they fulfil the capital
requirements pursuant to the legislation of theoRean union on an individual basis.

Section 7
Reporting requirements

Article 216
(1) Investment firms must provide the Agency willhtlze information necessary for the assessment of
their compliance on internal strategies, policieg arocedures about risk management and capital
adequacy with the provisions of this Act and reiofes adopted on the basis of this Act.
(2) Investment firms must ensure that internal idnhechanisms and administrative and accounting
procedures permit the verification of their comptia with such internal rules at all times.

Reporting about compliance with capital requiremens
Article 217

Investment firms shall report to the Agency the pbamce with capital requirements with the
following dynamics:

1. at least once a month in case of investmensfraferred to in Article 35 of this Act;



2. at least once in every three months in casevafstment firms referred to in Article 32, paradrsp
1 and 2 of this Act;

3. at least once in every six months in case ag#stment firms referred to in Article 32, paragr&pbf
this Act,

4. at least once in every six months in case afstment firms referred to in Article 35 and Artida,
paragraphs 1 and 2 of this Act on a consolidateldsab-consolidated basis.

Article 218
The Agency shall adopt an ordinance prescribinthentypes and contents of reports referred to in
Articles 216 and 217 of this Act and the manner tamé limits for their delivery.

Section 8

Disclosure

Article 219

(1) An investment firm must publicly disclose geménformation about fields of its business activit
about:

1. risk management objectives and policies;

2. entities to which disclosed information relatisavell as other information relating to such eit
3. own funds;

4. compliance with capital requirements and assessof internal capital adequacy;

5. exposure to counterparty credit risk;

6. exposure to credit risk;

7. the Standardised Approach to the measurememeadtt risk;

8. measurement of credit risk under the Internainga Based Approach;

9. capital requirements for market risks;

10. internal models for the calculation of capitjuirements for market risks;

11.approaches and the methods and scope of applicditapproaches for the calculation of capital
requirements for operational risks;

12. equity instruments in the non-trading book;
13. other areas prescribed by the Agency.

(2) The Agency may require from a certain investirfam one or more additional disclosures non
mentioned in paragraph 1 of this Article.



(3) An investment firm must adopt a policy for cdyipg with the disclosure requirements and the
policy for the assessment of appropriateness aflatied information, and the verification of their
accuracy and frequency of disclosure.

(4) An investment firm shall publicly disclose thihe Agency granted or withdrew permission for an
individual approach or technique referred in Adidl79 of this Act, and other information relatitg t
such approaches and techniques.

Exemptions from disclosure
Article 220

(1) Exceptionally, an investment firm shall notdigiged to disclose one or more information reférre

to in Article 219, paragraph 1 of this Act if itm®t material. Information shall be regarded aseniait

in disclosures if its omission or misstatement dallange or influence the assessment or an economic
decision of a person relying on that informationtfee purpose of making economic decisions.

(2) Exceptionally, an investment firm shall notdi®iged to disclose one or more information reférre
to in Article 219, paragraph 1 if this is informai regarded as confidential business information or
information the sharing of which with the publicub® undermine the competitive position of an
investment firm or render a credit institution'séstments therein less valuable.

(3) In cases referred to in paragraph 2 of thischat the investment firm concerned shall statésn
disclosures the fact that specific items of infotisrawere not disclosed, the reason for non-disckos
and publish more general information about theextthjnatter, except in case when such information
is regarded as information referred to in parag&aphthis Article.

Manner and time limits for disclosure
Article 221

(1) An investment firm must disclose informatioffiereed to in Article 219, paragraph 1 of this Att a
a minimum on an annual basis. Internal audit eégtment firm shall regularly review the processes
ensuring timeliness and accuracy of publicly disetbinformation.

(2) An investment firm must assess whether morguigat publication of individual is necessary that
provided for by the Agency in relation to such mmfation where necessary, due to the scope of
business, types of services and activities, presémoother countries, inclusion in other financial
sectors and participation on international finahcrarkets and payment systems, settlement and
clearing systems. This obligation shall in partécukefer to disclosure of information about owndan
capital requirements for market risks, credit isid operational risk, and information about expesur
and other items susceptible to rapid changes.

(4) The Agency shall adopt an ordinance prescribiiegcontent, manner and time limits for disclosure
of information referred to in Article 219 paragraplof this Act.
Chapter 10
Investor protection scheme

Article 222



(1) Investor protection scheme within the meanihthis Act shall be implemented and supervised by
the Agency.

(2) For the purpose of protection of investors ghavisions of this chapter provide for the foundati
and management of an Investor Protection Fund iffedter: the Fund), the definition of an insured
case and the payment of covered claims.

(3) The Fund shall be founded and managed by a aoynauthorised by the Agency (hereinafter. the
Fund Operator) or the Agency.

(4) The provisions of this chapter referring to #end Operator shall apply mutatis mutandis to the
Agency when managing the Fund.

Article 223

(1) The membership of the Fund shall be obligaforythe following companies with registered office
in the Republic of Croatia when providing investmservices and activities referred to in Article 5,
paragraph 1 of this Act and when providing angjllanvestment service referred to in Article 5,
paragraph 2, item 1 of this Act:

1. an investment firm authorised to hold a cliefisds and/or financial instruments

2. a credit institution providing investment seegcand/or carrying out investment activities on the
basis of an authorization under the provisionshef law regulating the establishment and business
operations of credit institutions.

(2) The membership of the Fund shall also be otigafor a management company of an open end
investment fund with a public offer where it proegdinvestment services referred to in Article 5,
paragraph 1, items 4 and 5 of this Act.

(3) Companies referred to in paragraphs 1 andtBisfAct, within the meaning of this chapter, shall
be referred to as Fund Members.

(4) The provisions of this chapter shall apply nmistanutandis to branch offices of investment firms,
credit institutions and management companies fenand investment funds with a public offer from
Member States if they do not participate in theestor protection scheme in the country in whiclythe
have registered office or if such a scheme in thentry where they have registered office does not
provide adequate investor protection in the amestablished by the Act.

Article 224

(1) The provisions of this chapter shall reguldie tovering of claims of members of the Fund
referred to in Article 223 of this Act which a Fuhiember is not able to pay and/or repay to the
client, where:

1. bankruptcy proceedings have been initiated aveund Member, or

2. the Agency determinates that a Fund Member ablento meet its obligations towards its clients in
the sense that it is unable to repay money owedbaneturn financial instruments held on behalf of
the client, administered or managed by it, andetlz@e no prospects that it will be able to do sthén
near future.

(2) The procedure and criteria for the establisineérthe case referred to in paragraph 1, item 2 of
this Act shall be provided for by the Agency in@dinance.



Covered claims of clients of members in default
Article 225
(1) Claims of clients secured by the applicatiothef provision of this chapter shall be the follogi

1. monetary claims in kunas and currencies of Merfitetes owed by a Fund Member to a client or
belonging to a client, and which are held on bebhthe client in connection with investment seedac
agreed with him;

2. financial instruments belonging to a client oFand Member and held by him, administered or
managed on behalf of the client in connection Wwitlestment services agreed with him.

(2) Funds of clients of credit institutions — claimovered by the law regulating the protection of
deposits in credit institutions for the purposepaftection of depositors in case of unavailabibfy
deposits shall be exempt from the application of/@ions of this chapter.

(3) Claims of clients of Fund Members arising ofitransactions in connection with which a criminal
conviction has been obtained for money laundergtgll be excluded from the application of the
provisions under this Chapter.

(4) In case of suspicion that a claim of a cliehtaoFund Member arises out of a transaction in
connection with money laundering and financing téreorism, the payment of the claim shall not be
executed until the criminal conviction on the coectian of the transaction out of which the claim
arose with money laundering and financing the tesmo has been obtained, regardless of the time
limits referred to in Article 234, paragraph 2 bistAct.

(5) The amount of protected claims of a client & &und Member shall be calculated as the total
amount of claims of clients referred to in paratprdpitems 1 and 2, regardless of whether the Fund
Member keeps them at one or more accounts, onmogeveral contractual bases or in relation to one
or several investment services, in kunas and/¢hencurrency of a Member State, up to the secured
amount referred to in Article 227 of this Act. Tlmount shall include interests from the date when
bankruptcy proceedings were opened over a Fund Memb from the date of publication of the
Agency’s decision on the occurrence of the casanmed to in Article 231 of this Act.

Article 226

(1) Claims relating to joint investment businesswioich two or more persons are entitled as
members of a business partnership, associationoaping of a similar nature which has no legal
personality may, for the purpose of calculating lih@ts be aggregated and treated as if arising
from an investment made by a single investor.

(2) Where an investor is not absolutely entitledht® sums or securities held, the person who is
absolutely entitled shall receive the compensatmwoyided that that person has been or can be
identified before the date of the determinationuing referred to in Article 231 of this Act.

(3) If two or more persons are absolutely entitedispose of the funds or financial instrument ,
the share of each under the arrangements subjedtioh the sums or the securities are managed
shall be taken into account when the amount lawdndia Article 227 of this Act is calculated. This
provision shall not apply to collective investmentlertakings.

(4) For the purposes of this Article, joint investm business shall mean investment business
carried out for the account of two or more persanever which two or more persons have rights
that may be exercised by means of the signatube@br more of those persons.



Amount to which client’s claims are covered
Article 227

(1) Claims of clients referred to in Article 228 this Act shall be covered up to the maximum of
HRK 150,000.00 per a client of a Fund Member.

(2) All secured claims up to the amount providedifigparagraph 1 shall be completely covered.
(3) In the process of compensation interests stallbe determined and paid on the established

amount of the claim from the date of the openingkibaptcy proceedings over a Fund Member or
from the date of the determination or ruling rederto in Article 231 of this Act until payment.

Clients of a Fund Member the claims of which are smired under the Investor Protection
Scheme
Article 228
(1) Within the meaning of this chapter, a clientaodfund Member, the claims of which have been
protected under the provisions of this chapterldimlany natural or legal person whose funds,
prescribed under provisions of Article 225 of tAidt, are held on behalf of the client, administered

or managed by a Fund Member, in relation to angtmaent service agreed with the client.

(2) The following shall not be regarded as cliergferred to in paragraph 1 of this Article,
regardless of the country where the registerededfare located:

1. credit institution;

2. investment firm;

3. financial institution;

4. insurance undertaking;

5. collective investment undertakings;

6. pension funds management companies and pensids;f

7. companies making up a group with a Fund Memliécinis unable to meet its obligations,

8. a legal or a natural person holding more tha¥ ®f voting shares in the capital of a Fund
Member which in unable to meet its obligations,

9. parent or subsidiary undertakings of a Fund BEmvhich is unable to meet its obligations;

10. management board and supervisory board membarfund Member who is unable to meet its
obligations if such persons are in the abovemeatigpositions or employed by a Fund Member
when bankruptcy or liquidation proceedings areidated over a Fund Member or on the date of
disclosure of the Agency’s ruling on the coveresecar were in these positions or employed during
the current or previous financial year,;

11. tied agents of an investment company whicmable to meet its obligations, and which act in
such a capacity on the date of opening of bankyuptdiquidation proceedings over an investment
firm or on the date of disclosure of the Agencyding on the covered case, or were in these
positions during the current or previous finangigar,



12. persons responsible for carrying out the siagutaudits of a Fund Member's financial
statements, and persons responsible for preparatidnarchiving of accounting documents of a
Fund Member and preparation of financial statements

13. directors, supervisory and management boardo@eof this person holding 5 or more percent
of the capital of a company which is a parent wubsidiary undertaking in relation to a Fund
Member, and persons responsible for the auditnaiiitial reports of this company;

14. marital or extramarital partners and closetinata of persons referred to in items 10 to 13haf t
paragraph or their spouses,

15. clients of a Fund Member who have contributedhie covered case by non-fulfilling their
obligations towards a Fund Member.

Investor Protection Fund
Article 229

(1) Fund assets are used to pay out secured dlddy clients of the Fund Member unable to fulfil
its obligations, in the event that the conditioeferred to in Article 224 paragraph 1 hereof occur,
after the Agency has passed the decision refeorgdArticle 231 hereof.

(2) The manner in which contributions are paidmd ghe management of Fund assets are laid down
more in detail by the Fund Operator, in rules pnalary approved by the Agency.

(3) The rules from paragraph 2 of this Article molligatory contain the following:

1. the manner in which Fund assets are managed,

2. the manner and procedure for collecting the Rdathbers’ contributions,

3. compensation manner and procedure,

4. procedure for informing the public, in partiauldients of the Fund Member unable to fulfil its
obligations,

5. the procedure for withdrawing from the Fund mership,

6. Fund management fee rate,

7. procedure for informing the Fund Operator ondperation of the Fund.

Determining the amount of secured claims
Article 230

(1) In determining the amount of a secured claiid bg a single client of the Fund Member, the Fund
Operator shall determine the client’s claims towatte Fund Member, taking account of all legal and
contractual provisions in connection with eachmlaand in particular, he is obliged to calculate
possible counterclaims on the date when institut@mnkruptcy proceedings or publishing the
Agency’s decision referred to in Article 231 hereof

(2) The amount of the client’'s secured claim isedained on the day when instituting bankruptcy
proceedings or publishing the Agency’s decisioenreid to in Article 231 hereof.

(3) The value of the financial instruments that Euend Member is obliged to return to the client is
determined in accordance with their market valumethe day when instituting bankruptcy proceedings
or publishing the Agency’s decision referred ta\micle 231 hereof.



(4) By its ordinance the Agency will lay down themmer in which the value of financial instruments
is to be determined, when this cannot be donedmthnner as set out in paragraph 3 of this Article.

Occurrence of an insured event
Article 231

(1) In the event of the occurrence of the circumsta referred to in Article 224 paragraph 1 point 1
hereof, the competent court will submit a decigiarthe instituted bankruptcy proceedings agairest th
Fund Member to the Agency and the Fund Operatdronitdelay.

(2) Pursuant to the decision passed by the comipetenmt referred to in paragraph 1 of this Article,
and in the event of the occurrence of the circuntgta provided for in Article 224 paragraph 1 p@nt
hereof, the Agency shall pass a decision on theroeece of an insured event, and shall submit it
without delay to the Fund Operator and the Fund bEmanable to fulfil its obligations.

(3) The decision passed by the Agency referred tparagraph 3 of this Article will be published in
the Official Gazette and on its website.

Proceedings of the Fund Operator upon the occurrerecof an insured event
Article 232

(1) Having received the Agency’s decision refert@dn Article 231 hereof, the Fund Operator shall
start a procedure in order to compensate clientthefFund Member that is unable to fulfil its
obligations and shall inform the public thereof.

(2) Information referred to in paragraph 1 of tAicle shall be published by the Fund Operator at
least in one daily newspaper.

(3) Within 30 days from the date of release of Aigency’s decision referred to in Article 231 hereof
the Fund Operator, in co-operation with a certifaagditor and an authorised representative of the
Fund Member unable to fulfil its obligations, sha#itermine the amounts of secured claims held by
clients of the Fund Member, with the balance athefday of instituting bankruptcy proceedings or
publishing the Agency’s decision referred to iniélg 231 hereof, and shall draw up a record signed
by the same clients.

(4) As soon as the record from paragraph 3 hesedfawn up, the Fund Operator shall submit it & th
Agency.

(5) On the basis of information about clients af fund Member unable to fulfil its obligations, the
Fund Operator shall send notification to everyrdlignviting them to submit a compensation claim.
(6) The client of the Fund Member unable to futil obligations may submit his compensation claim
within five months from the day of publishing thgency decision referred to in Article 231 hereof in
the Official Gazette.

(7) In derogation from the provision of paragrapdbf @his Article, when the client was preventedifiro
filing a compensation claim for reasons beyondifisence within the deadline set in paragraph 6 of
this Article, he is allowed to subsequently file@mpensation claim within 1 year from the day of
publishing the Agency’s decision referred to iniélg 231 hereof in the Official Gazette. In thisea
the client is obliged to provide evidence confirghhis inability to do so.



(8) The client referred to in paragraph 6 of thididde shall lose the right to reimburse the insure
amount after the expiry of 5 years from the daypuwlblishing the Agency’s decision provided for in
Article 231 hereof, in the Official Gazette.
(9) The Fund Operator shall set out the contetii®tompensation claim in its rules.
(10) Investor with the compensation claim refusedat paid in full amount by the Fund operator
shall have the right to file the complaint to thgefcy.

Article 233

The Fund Member that is unable to fulfil its obtigas shall promptly submit at the request of the
Fund Operator the following:

1. a list of the clients of the Fund Member thavéhéhe right to compensation, with all the records
relating to the clients’ claims, as provided fothis Act, and possible amounts of claims for whin
clients are entitled to compensation,

2. other required information.

Article 234

(1) The Fund Operator shall pay the establisheduatsoof secured claims from the Fund to an
account of the Fund Member’s client.

(2) The Fund Operator shall pay the establisheduainof a secured claim to a client of the Fund
Member unable to fulfil its obligations without dg| at the latest within 90 days from the day of
establishing the right to reimburse the securednglar the day of determining the amount of the sam
claim, or exceptionally, within a further term dJ €lays, pursuant to a special Agency decision.

(3) The right to payment of the insured amountrrefitto in Article 227 hereof is not transferable.

(4) The right to payment of the insured amountrreféto in Article 227 hereof can be inherited.

Article 235

(1) From the day of payment of the insured amoefdrred to in Article 227 hereof, the client’s dfai
toward the Fund Member is reduced by the reimbuaseolunt.

(2) The Fund is entitled to a refund of the paidused funds in bankruptcy proceedings against the
Fund Member unable to fulfil its obligations.

(3) The request referred to in paragraph 2 of Arigcle is submitted to the competent court by the
Fund Operator on behalf of the Fund
Fund membership
Article 236

(1) Membership in the Fund is obligatory for alétbompanies within the meaning of Article 223 of
this Act.



(2) Fund Members shall regularly calculate and pagontributions to the Fund, pursuant to the
provisions of this Act, regulations passed purstiaistAct, and rules of the Fund Operator.

(3) Exceptionally, pursuant to the Agency’'s deacisithe obligation of the Fund Member under
paragraph 2 of this Article shall cease:

1. from the day when it ceases to perform investreervices referred to in Article 5 hereof.

2. when its authorisation is temporarily or pernmtyewithdrawn.

(4) After the withdrawal of an investment firm'stharization, cover under the Article 224 and 225
shall continue to be provided in respect of invesimbusiness transacted up to the time of that
withdrawal.

Fund Member’s contribution
Article 237

(1) The Fund Member’s contribution consists of ithigal and regular contributions. The funds paid
on behalf of contribution are not retrievable.

(2) The Fund Member with its registered office e tRepublic of Croatia shall pay in the initial
contribution to the Fund in the amount of HRK 3®@D within 8 days after receipt of the decision
whereby registering its incorporation with the doegistry.

(3) In the case that the existing company joins Itheestor Protection Scheme, it shall pay in the
amount referred to in paragraph 1 hereof pursumatite Agency’s decision within 8 days after receipt
of the invitation to pay.

(4) The Agency shall lay down the calculation, memand deadlines relating to the payment of
regular contributions by its ordinance, with th@sent of the Ministry of Finance.

(5) The manner of calculation and the amount oftrdmution provided for in paragraph 4 of this
Article will be based on the type, scope and comxipleof investment services and activities and
ancillary services referred to in Article 5 heredfered and performed by the Fund Member.

Consequences of default on the part of the Fund Mebper
Article 238

(1) When the Fund member fails to pay in the cbaotron provided for in Article 237 hereof within
the set deadlines, the Fund Operator is authotisechlculate penalty interest on the amount of
contribution.

(2) The Fund Operator shall inform the Agency withdelay on any failure to fulfil obligations or
default in settling obligations.

(3) The Agency will take the measures referredtéiiticle 256 paragraph 1 points 1, 2 and 3, ard th

specific supervisory measures referred to in Agtieb2 hereof, towards the Fund Member that does
not fulfil its obligations towards the Fund.

Keeping the account books and reporting to the Agary and the Fund Operator

Article 239



(1) The Fund Member shall organise its operatiath sivall keep its account books, business files and
any other records relating to the clients’ claimeviled for in this Act in a manner that enables
checking whether the Fund Member operates in aaocslwith the provisions of this Section of the
Act.

(2) The Fund Member that has clients whose assetsegured in accordance with the provisions of
this Title of the Act shall submit to the Agencydaihe Fund the information referred to in paragraph
of this Article.

Use and protection of data
Article 240
(1) The Fund Operator shall keep the data on thanba of single claims covered by insurance
pursuant to this chapter of the Act and any otlada,dfacts and circumstances that have come to his

knowledge while performing his competencies andedutom this chapter, as professional secrecy, in
accordance with the regulations that enact theeption of confidentiality of data.

(2) The Fund Operator may use the data referrén paragraph 1 of this Article that has come to his
knowledge while performing his competencies andedutinder this Act exclusively for the purpose
for which it is provided, and shall not revealdtthird parties or enable the third parties to fiinadut,
except in cases laid down by law.

(3) The provision of paragraph 2 of this Articldates to all natural persons who in their roles as
employees or in another role work or have workedtfe Fund Operator.
Supervision of the performance of the Fund Member'®bligations
Article 241

(1) The performance of the Fund Manager's obligetioeferred to in this Title of the Act is
supervised by the Fund Operator.

(2) The Fund Operator shall inform the Agency withdelay about any identified irregularities and
violations detected by him.

Supervision of Fund management
Article 242

(1) Fund management, in accordance with the piangsof this Chapter of the Act, is supervised by
the Agency.

(2) The Agency holds all the powers over the Fummbr@tor and other subjects of supervision, in
accordance with the provisions of 541 to 554 of #dit, in the part that relates to Fund operatioth a
management.

Fund assets

Article 243



(1) The contributions paid into the Fund and tHeebincome referred to in paragraph 2 of this Aetic
realised by the Fund Operator are kept in a separaount open with the Croatian National Bank and
they make up the Fund.

(2) Fund assets consist of:

1. contributions paid in by the Fund Members incadance with the provisions of this Chapter of the
Act,

2. funds collected in bankruptcy proceedings agaifaund Member,

3. income from investment in free Fund assets,

4. other income.

(3) Fund assets are used by the Fund Operatorytofpahe clients’ secured claims for the purpose
established in this Act and they cannot be usedtioer purposes, neither can they be the subject of
enforcement towards a Fund Member or the Fund @pera

(4) Fund assets may be invested in:

1. securities issued by the Republic of Croatiaimider State, Member State of the OECD and central
banks of these states,

2. debt securities supported by a guarantee isbyetther Republic of Croatia, Member State or
Member State of the OECD,

3. debt securities issued by local authoritieshefRepublic of Croatia, Member State or MembereStat
of the OECD.

(5) If Fund assets are invested in other financistruments, this will require a separate apprdwal
the Agency.

(6) The Agency will regulate by its rules the manoémanaging, recording and reporting on Fund
assets to the Agency.
Management fee
Article 244
(1) The Fund Operator is authorised by the Fund Mamto charge a fee for Fund management.
(2) The fee for Fund management is paid in annualgn amount equal for every Fund Member.

(3) The fee amount is set by the Fund Operatorisnrégulations, in accordance with reasonable
business conditions, and is approved by the Agency.

(4) The funds collected on behalf of Fund managemey be used:

1. to cover the costs incurred in the procedum@iofibursing the insured amounts,

2. to cover the costs incurred by the Fund Operatdhe procedure of collecting claims from the
bankruptcy estate of a Fund Member,

3. for the costs associated with investments ofiFagsets,

4. costs of employees of the Fund Operator and afrerating costs of the Fund Operator associated
with the insurance of the investors’ assets.

(5) The utilisation of the assets provided forhistArticle for purposes other than those laid damwn
paragraph 4 of this Article, requires separate @agglrfrom the Agency.



Information about the Investor Protection Scheme
Article 245

(1) In its premises intended for operation witheots, the Fund Member shall disclose in a visible
place, in a clear manner and in Croatian languade tklating to the Investor Protection Scheme
pursuant to this Act.

(2) At the request of a client or a prospectiveerdj the Fund Member shall provide him with
information concerning the conditions under whibk tlients’ claims are compensated through the
Investor Protection Scheme.

(3) The Fund Members shall not disclose their Masitip in the Investor Protection Scheme and in
the Fund, with the aim of promoting themselves.

Article 246

In the event that the Fund does not have enougluress available to compensate the clients of the
Fund Member unable to fulfil its obligations, tharfd Operator shall obtain proceeds from a line of
credit open for that purpose with a credit inskitnt under normal business conditions, where the
Fund Members are jointly liable for the repaymenprmceeds obtained from a borrowing.

Chapter 11

Supervision of the provision of investment serviceand the performance of investment activities
by the Agency

Section 1
Agency’s competence for the operation of investmefitms
Article 247

(1) The Agency is competent for supervision of tperation of investment firms with registered
office in the Republic of Croatia, as regards amyestment services and activities provided and
performed by them in and outside the territoryhef Republic of Croatia, and for the supervisionaon
consolidated basis, of groups of investment firrthim Republic of Croatia.

(2) For the purpose of paragraph 1 of this Artislgpervision means an inspection in order to astabl
whether the investment firm subject to supervisiperates in accordance with the provisions of this
Act, ordinances adopted pursuant to it, as welhacordance with its own rules, standards and the
codes of conducts, in a manner that enables arrlprdperation of the capital market and the
implementation of measures and activities aimedelahinating the established violations and
irregularities.

(3) Where in the opinion of the Agency it is neeegsto perform the supervision provided for in
paragraph 1 of this Article, the Agency is authedisin accordance with this Act and other
regulations, to require from the following persanssubmit reports and information, carry out a
review of its account books and business documentaiith:

1. a person that is closely related to the investrfiam,



2. a person to which the investment firm has outssnicritical and important business functions,
3. a shareholder of a qualifying holding in thedstment firm.

(4) Where another supervisory body is competenstipervising the person referred to in paragraph 4
of this Article, the Agency will review the accoumioks and business documentation of that person in
co-operation with that body, in accordance witht BaFitle 2 of this Act.

(5) The operation of credit institutions concernipgovision of investment services and the
performance of activities is supervised indeperigelny the Agency or in co-operation with the
Croatian National Bank.

(6) When exercising the supervision referred tpamagraph 5 of this Article, the Agency may order a
credit institution supervisory measures referredntdrticles 257 - 261 hereof, as well as specific
supervisory measures referred to in Article 262.

(7) Where a credit institution fails to act in amtance with the Agency’s decision requesting from i
to eliminate the established violations and irraegties, the Agency shall inform thereof the Craati
National Bank without delay, and shall withdraw tgor approval. From the moment when the
decision on the withdrawal of preliminary consentelivered, the credit institution shall not penfio
any investment services and activities and relatedllary services to which the above mentioned
consent related.

(8) The provisions of Article 16 and paragraphs/sof this Article of the Act shall not apply toeclit
institutions in the event when the provisions ofiéle 9 hereof apply to the same institutions.

Agency’s competence for supervising the operatiorf cmvestment firms with their registered
offices in a Member State and of their branches ithe Republic of Croatia

Article 248

The Agency is competent for supervising investnfents with their registered offices in a Member
State as regards the investment services and tegiwffered and performed in the Republic of
Croatia and for branches of investment firms froflember State, within the scope established by
this Act.

Competencies of the authorities of a home Member &e when supervising branches of
investment firms with registered offices in a hom&ember State

Article 249
(1) Where an investment firm with its registerefiocefin a Member State operates through a branch in
the territory of the Republic of Croatia, the cotgmé authorities of the Member State, in the teryit

of the Republic of Croatia may:

1. perform an on-site inspection of operation iredefently or through a delegated person, subject to
previous notification of the Agency, or

2. request the Agency to perform an on-site inspech the territory of the Republic of Croatiathg
operation of a branch of an investment firm withreéigistered office in a Member State.



(2) In derogation from paragraph 1 of this Artictee Agency is authorised to perform an on-site
inspection of branches of investment firms from anMber State, with regard to the protection of the
public interest or an orderly operation of the talpharket.

(3) The competent authorities of the home MembeateSare authorised to participate in on-site
inspections referred to in paragraphs 1 and 2isfAfticle, irrespective of the body that perforthe
on-site inspection of the branch’s operation.

Competencies of the Agency when supervising investmt firms from a Member State
Article 250

(1) If the Agency finds that an investment firm hvits registered office in a Member State which
directly provides investment services and perfomasstment activities in the Republic of Croatia o

in the case of investment firm operating throughranch in Republic of Croatia, is in breach of
provisions of Articles 54 to 91 and 100 to 114 lwktAct and regulations adopted pursuant to those
provisions, which could give rise to the superwsoreasures referred to in Article 256 hereof, the
investment firm will be required to terminate thetablished violations and irregularities within a
certain term and present evidence in this regatidgd\gency.

(2) If the investment firm referred to in paragrapbf this Article does not terminate the estalgish
violations and irregularities until the expiry dfet term set by the Agency, and if it fails to prése
evidence of their termination, the Agency will infio about it the competent authorities of the home
Member State.

(3) If the competent authorities of the home Mentbiate fail to take steps within the term of 60day
after receipt of the notification referred to inetlprevious paragraph or if such measures are
inappropriate to such an extent that the investrfiantkeeps on violating the provisions of this Act
the Agency will inform the competent authoritiestiof home Member State about the measures to be
taken by the Agency in order to prevent the invesiinfirm from violating the provisions of this Act.

(4) Having delivered the notification referred to paragraph 3 of this Article to the competent
authorities of the home Member State, the Agen&yl fmpose upon the investment firm referred to
in paragraph 1 of this Article supervisory measuvihin its competencies.

(5) If, in spite of the measures referred to inagaaph 4 of this Article, the investment firm coniés

to violate the provisions of this Act, the Agendyal issue a decision prohibiting the concerned
investment firm from offering investment servicegl performing financial activities in the territory
of the Republic of Croatia, and shall inform thdrdwe competent authorities of the home Member
State and the European Commission.

(6) Agency may, for statistical purposes, requiteirevestment firms with branches established in
Republic of Croatia periodical reports on actist® those branches.

(7) In discharging its responsibilities, Agency magguire branches of the investment firms with
registered office in another Member State to previdormation necessary for the monitoring of their
activities, pursuant to the provisions of Artick5lparagraph 3 of this Act.

Agency’s competence for supervising the operatiorf dranches of investment firms with
registered offices in a third country
Article 251



The operation of branches of investment firms wehistered offices in a third country shall be
supervised by the Agency in the manner and withendcope of the supervision of investment firms
with registered offices in the Republic of Croatia.

Agency’s competence for supervising tied agents imfvestment firms
Article 252

(1) The Agency is competent for supervising tiedrdag of investment firms entered into the registry
provided for in Article 94 hereof, to the extentlastope the same as of an investment firm.

(2) When the Agency supervises a tied agent ofnaastment firm, the investment firm or credit
institution that has appointed the tied agent gbeatlicipate in supervision.

Agency’s competence for supervising another person
Article 253

The Agency is authorised to exercise the supervisfaanother person that contrary to the prohibitio
provided for in Article 6 paragraph 4 of this Actopides investment services and performs
investment activities provided for in Article 5 pgraph 1 hereof.

Subiject of supervision
Article 254
(1) When carrying out supervision the Agency shatticularly:

1. review the organisational conditions, strategiedicies and procedures that the investment fias
set up in order to comply with the provisions détAct and regulations adopted pursuant to this Act

2. evaluate the financial position and risks tochihthe investment firm is exposed or to which iyma
be exposed in its operation.

(2) Pursuant to reviews and evaluations referreoh foaragraph 1 of this Article, the Agency shall
establish whether the investment firm has put ac@la suitable organisational structure, strategies
policies, procedures and capital that ensure a gesment system and coverage of the risks it is
exposed to or to which it may be exposed in itgain.

(3) In determining the frequency and intensity géreising reviews and evaluations referred to in

paragraph 1 of this Article, for each investmennfithe Agency shall take into account the size and
importance of the investment firm within the cabitarket of the Republic of Croatia, and the nature

scale and complexity of investment services andlities and related ancillary services performed by
the investment firm.

(4) The reviews and evaluations referred to in gramah 1 of this Article are performed by the Agency

at least on an annual basis for each investment fir

Supervisory measures taken by the Agency in the peess of supervising the provision of
investment services and the performance of investmeactivities



Article 255

(1) Pursuant to the record of the performed supi&mj in accordance with this Act, and ordinances
adopted pursuant to this Act, the Agency is ausieaito impose any measures laid down in this Act
against investment firms and other persons whiehsabject to supervision, to be able to fulfil its
legal authorities, and in particular to ensure lleagad orderly trading in financial instruments on a
regulated market or an MTF, to protect the investimterest and in the case of established viahatio
and irregularities, file a complaint with competanthorities.

(2) Within the meaning of this Act, violations arenditions and practice that are not in line wiils t
Act, ordinances adopted pursuant to this Act, offegrarate laws and by-laws and, where applicable,
international agreements.

(3) Within the meaning of this Act, irregularitiese conditions and activities that does not caustit

consistent implementation of established businedgips, if operation of the firm is jeopardised,
especially in connection to organizational requieats and risk management.

Article 256
(1) Under conditions laid down in this Act, as @awisory measure the Agency can:
1. order measures to the management board of astment firm and issue a public warning,
2. order to terminate violations and irregularities
3. temporarily prohibit the performance of professil activities,
4. withdraw its authorisation.
(2) The Agency may impose special supervisory nmegson the investment firm referred to in Article
262 and/or additional supervisory measures for niglnagement referred to in Article 264 hereof,
under conditions laid down in this Act.

Ordering measures to the management board of an imstment firm and a public warning

Article 257
(1) Where the Agency identifies minor irregulamtidaults and deficiencies in operation that do not
have features of breaches of this Act, or regulatiadopted pursuant to this Act, or if it deems it
necessary in order to improve the operation, thendg will order to the management board of the
investment firm measures for the termination ofalkelished irregularities and the deadlines for
performing those measures.
(2) Where the Agency in the course of supervisistatdishes violations and irregularities that
represent a breach of the provisions of this Aot} the nature and scope of the established viokatio
and irregularities do not have a material impad emnsequences, instead of the supervisory measure

provided for in Article 258 hereof, the Agency miague a public warning to the investment firm.

(3) The Agency’'s public warning may contain an ordéie the investment firm to eliminate the
established irregularities and violations and teadline within which it is obliged to comply with i



(4) If within the term set in paragraph 3 of thigtAthe investment firm fails to eliminate the
established violations and irregularities, the Agewill issue a decision to eliminate the estaldish
violations and irregularities.

Measures for the termination of established violabns and irregularities
Article 258

(1) Where the Agency in the course of supervisistatdishes violations and irregularities which
represent a breach of the provisions of this Aalill issue a decision ordering the investmentnfir
measures for the termination of established viotetiand irregularities or the termination of thé ac
that represents a breach of the provisions ofAhis

(2) In the decision referred to in paragraph 1hig Act, the Agency will set out the deadlines with
which the investment firm shall eliminate the ektdied violations and irregularities.

Article 259

Where the Agency established violations and irragtigs in keeping the account books and other
business documentation which the investment firobigged to keep pursuant to the provisions of this
Act, and regulations and other acts adopted putgaahis Act, or if it establishes significant bahes

of provisions concerning organisational requirersefdr investment firms, it may order the
investment firm to present a report on the ternomadf violations and irregularities, which shouid
supported by an opinion of an independent certifieditor from which it is clear that that violaten
and irregularities have been terminated.

Report on the termination of violations
Article 260

(1) The investment firm is obliged to eliminate #ablished violations and irregularities and repo
to the Agency on the measures it has taken tomditeithem, within the deadline set by the Agency.

(2) The investment firm should support the repefemred to in paragraph 1 of this Article with
documentation and other evidences from which itclsar that the established violations and
irregularities have been terminated.

(3) When the report referred to in paragraph 1hof #rticle is not complete or from supporting
documentation it does not result that violationsehdeen terminated, the Agency will order to
supplement the report and will set a deadline withihich the report has to be supplemented.

(4) When the Agency fails to order that the repeferred to in paragraph 3 of this Article be

supplemented within the term of 60 days from présgrthe report referred to in paragraph 1 of this
Article, it shall be deemed that violations an@gularities have been terminated.

Decision on the termination of violations and irreglarities

Article 261

(2) If the Agency comes to a conclusion, basedherréport referred to in Article 260 of this Adiget
supporting documentation and other evidences,ttigaestablished violations and irregularities have



been terminated, it will pass a decision wherelglishing that violations and irregularities have
been terminated.

(2) Before passing the decision under paragraphtioArticle, the Agency is authorised to exeecis

a repeated supervision of the investment firmhto dxtent and scope necessary to ascertain whether
the established violations and irregularities hagen terminated in an appropriate manner and to an
appropriate extent.

(3) If violations and irregularities have been terated by the investment firm before the Agency
completes the supervision procedure, the Agenclypais the decision referred to in paragraph 1 of
this Article without a previous decision wherebwpiitlers measures to eliminate violations.

Additional supervisory measures relating to the preision of investment services and the
performance of investment activities

Article 262

(1) The Agency is authorised to impose additionglesvisory measures referred to in paragraph 2 of
this Article on an investment firm, if:

1. the investment firm has failed to act in accamawith the decision whereby the Agency orders the
measures to terminate violations and irregularitédsrred to in Article 258 of this Act

2. the investment firm operates contrary to prawisi of Sub-section 2 Section 3 Chapter 2 of this
Title of the Act, and such a supervisory measungersessary to protect the interests of clientdef t
investment firm.

(2) Should the circumstances referred to in paggdaof this Article occur, the Agency is authodse
to impose the following additional supervisory meaas:

1. it can temporarily prohibit the investment fifrom offering investment services and/or performing
investment activities and/or related ancillary s,

2. temporarily prohibit the investment firm from ldimg and/or handling the clients’ financial
instruments and cash holdings,

3. take other reasonable measures necessary fovidsment firm to operate in accordance with the
provisions of this Act and regulations adopted pan to this Act.

(3) In its decision referred to in paragraph 2heé tArticle, the Agency will also order measureatth
the investment firm should take so that the additicupervisory measures referred to in paragraph 2
of this Article could cease to apply.

(4) In its decision referred to in paragraph 2hu$ tArticle, the Agency will set the deadline faking
the measures which shall not exceed 6 months.

(5) The Agency will inform the stock exchange ahd tentral clearing and depositary company, the
operator of the settlement and clearing system,ctgral register operator, as appropriate, of the
decision provided for in point 1 paragraph 2 otArticle, so that pursuant to that decision they a
obliged to prevent the investment firm from usitg) inembership rights as long as the supervisory
measure is effective.

(6), The Agency will inform the credit institutiongith which the investment firm holds accounts, the
central clearing and depositary company, the operat the settlement and clearing system, the
central register operator, as appropriate, of tha@sibn provided for in point 2 paragraph 2 of this



Article, which, after receipt of the Agency’s Deois, should prevent the investment firm from
controlling its clients’ cash holdings and/or ficéad instruments.

(7) The investment firm shall submit a report te thgency on the termination of violations and
irregularities to which in a suitable manner thevigions of Article 260 paragraphs 1 - 3 hereofisha

apply.
Withdrawing authorisation of an investment firm
Article 263
(1) The Agency shall withdraw the authorisatioranfinvestment firm if:
1. it has established that the authorisation waged pursuant to false information,
2. the investment firm no longer meets the conagionder which the authorisation was issued.

3. the investment firm fails to act in accordancghwhe decision whereby the Agency orders
additional supervisory measures referred to in cheti262 hereof, and/or additional supervisory
measures for risk management referred to in Ar2éié hereof,

4. the investment firm violates the provisions iomely and correct reporting to the Agency, morentha
two times in a 3-year period, or in another waypras the Agency from supervising its operation,

5. the investment firm systematically and seriowstyets technical, organisational, staffing andent
conditions for providing investment services andfgrening investment activities laid down in
Articles 36 - 43 hereof.

(2) Where the investment firm fails to meet techhiorganisational, staffing and other conditioos f
providing investment services and performing inwesit activities laid down herein, instead of
withdrawing its authorisation, the Agency may isaugecision prohibiting the provision of only those
investment services and/or performing those investnactivities for which the investment firm no
longer meets the conditions laid down in this Aud aegulations adopted pursuant to this Act.

(3) In the decision referred to in paragraph 1tu$ tArticle the Agency will set a deadline within
which the investment firm cannot repeatedly askaassued authorisation, which cannot exceed one-
year period.

(4) In the decision referred to in paragraph 1 drithe Agency may decide that unexecuted orders,
and other files of a client of the investment fiftam which the Agency withdraws the authorisation,
are entrusted to another investment firm, subgthé client's consent.

(5) From the date the decision on the withdrawahefauthorisation becomes final, or from the date
the authorisation ceases to be in effect by fofckw, the investment company shall not conclude,
start performing or perform any new services artivities tied to the performance of activities for
which the authorisation was issued.

(6) The Agency will inform the stock exchange ahe tentral clearing and depository agency, central
depository operator, and, where applicable, clgasimd settlement operator, on the withdrawal of the
authorisation.

(7) In case where authorisation withdrawal reaseferred to in paragraph 1 and 2 of this Article
consider credit institution, the Agency will deliveo Croatian National Bank copy of the file on
supervision with detailed proposition on withdrawedlthe authorisation to provide all or particular
investment services or perform investment actisitee which authorisation is granted



Additional supervisory measures for risk management
Article 264

(1) The additional supervisory measures includddhewing:
1. committing the investment firm to hold capitalexcess of the minimum capital amount referred to
in Articles 176 and 178 of this Act,

2. requiring improvements in the strategies, petiand the risk management process and the rdting o
internal capital referred to in Articles 169 and 15 this Act,

3. requiring from the investment firm to apply aesial treatment of assets within the meaning of
capital requirements,

4. limiting the business, limiting the volume ofesption within a certain activity or limiting the
investment firm’'s business network which is forntédhe investment firm, a branch and a tied agent
and

5. requiring to reduce the risk inherent to investinservices and activities and related ancillary
services, products and systems of the investment fi

(2) The Agency orders the measure referred totiagsaph 1 point 1 hereof, in the case that:

1. in the course of supervision it establishes thatcapital of the investment firm does not previd
coverage for all the risks and it does not proadsuitable management of the risks to which itris o
could be exposed, or

2. it establishes that it is unlikely to achievgpmavements with the measures referred to in Are&é
paragraph 1 points 1 and 2 of this Act within aprapriate period of time in strategies, policid® t
risk management process and the rating of intaraital referred to in Articles 169 and 170 of this
Act.

Section 2
Supervision on a consolidated basis
Method of consolidation for the purposes of supergion on a consolidated basis
Article 265

(1) For the purposes of supervision on a consadalatsis, the Agency will require full consolidatio
of all investment firm subsidiaries, other finarciastitutions, credit institutions, management
companies and ancillary services undertakings withjroup of an investment firm in the Republic of
Croatia.

(2) In derogation from paragraph 1 of this Articlee Agency may, on case by case basis, require
proportional consolidation, when in its opiniongthability of the parent investment firm and the
parent financial holding company within a groupaof investment firm in the Republic of Croatia, is
limited only to the capital holding that is possssstaking into account the liability of other
shareholders or these companies’ members whosemsylvis satisfactory. The liability of other
shareholders and company members must be cleadblisked, in a manner that the Agency is
presented with a written document about mutualtsigind liabilities.

(3) In the case when an investment firm with astged office in the Republic of Croatia and other
investment firms, other financial institutions, mgement companies and ancillary services
undertakings are managed on unified basis, the &gsmall decide on the manner of consolidation.



(4) The Agency will require the proportional condation of participation in the group managed by
an investment firm or a financial holding compangluded in the group of an investment firm in the
RoC together with one or more undertakings notuishet! in the group of an investment firm in the
RoC, where those undertakings” liability is limitecthe share of the capital they hold.

(5) In the case of participation or capital tiekestthan those referred to in paragraphs 1 to thisf
Article, the Agency shall decide whether and howsatidation is to be carried out.

(6) In the case of the inclusion in a group of mrestment firm in the RoC as described in Artiddg 2
paragraphs 1 and 2 of this Act, the Agency shdihdethe manner in which consolidation will be
implemented.

Co-operation agreements with competent authoritiesegarding
supervision on a consolidated basis

Article 266

(1) In order to facilitate and establish effectsugpervision on a consolidated basis, the Agencl sha
conclude written co-ordination and co-operatioreagrents with other competent authorities involved
in supervision.

(2) Under the agreements referred to in paragraphthis Article, additional tasks may be entrusted
to the competent authorities for supervision oroasolidated basis and decision-making procedures
for co-operation with other competent authoritiesyrbe specified.

(3) In a bilateral agreement, the Agency may dekegis responsibility for the supervision of a
subsidiary investment firm with a registered office the Republic of Croatia to the competent
authority which authorised and supervise its pairargstment firm.

(4) In a bilateral agreement, the Agency may assuesponsibility for the supervision of an
investment firm, subsidiary of an investment firrithna registered office in the Republic of Croatia,
from the competent authority which authorised amgkesvise that subsidiary investment firm.

(5) The Agency shall notify the Council and Eurap€ommission of the existence and content of the
bilateral agreements referred to in this Article.

Assumption and delegation of responsibility for suprvision on a consolidated basis
Article 267

(1) The Agency is competent for supervision on asotidated basis in cases where it has assumed the
responsibility for such supervision pursuant toagneement with the competent authority of another
Member State.

(2) In particular cases, taking into account refgvportance of activities in other Member Statds,
individual members of a group of an investment fimrthe RoC, by agreement with the competent
authorities of these Member States, the Agency dwggate the responsibility for supervision on a
consolidated basis to the competent authoritieh®fMember State where another investment firm
within the group has its registered office.

(3) Before passing a decision to delegate the ctanpe referred to in paragraph 2 of this Artiches t
Agency will give a possibility to an EU parent istment firm, an EU parent financial holding



company or an investment firm with the largest be¢asheet amount to express their opinion on that
decision.

(4) The Agency shall notify the European Commisb the delegation of responsibility referred to
in paragraph 2 of this Article.

Exchange of information between the competent authities of the Member States
Article 268

(1) The Agency shall co-operate with the competarnthorities of other Member States, and shall
provide them with any information which is essdntiarelevant for the exercise of supervisory tasks
In this regard, the Agency shall:

1. on request, provide any information which iseasigl or relevant for the exercise of supervisory
tasks by the other respective competent authqriies

2. on its own initiative, provide all informationhich is essential for the exercise of supervisasks
by the other respective competent authorities.

(2) If the Agency exercises supervision on a cadatéd basis of an EU parent investment firm or an
investment firm controlled by an EU parent finahtialding company, it shall provide the competent
authorities in other Member States who supervisestibsidiaries of these parent companies with all
relevant information. In determining the extent refevant information, the importance of these
subsidiaries within the financial system of the MemState whose competent authorities supervise
the subsidiary shall be taken into account.

(3) The essential information for assessing tharfomal stability of a particular member of a grafp
investment firm in another Member State includegadrticular, the following items:

1. significant information on the group structufeath major investment firms in the group, as wasl
the authorities competent responsible for the stigien of the investment firms in the group;

2. procedures for collecting information from intreent firms in the group, and the verification of
that information;

3. adverse developments in investment firms orrothembers of a group, which could seriously
affect other entities in the group, and

4. major violations and supervisory measures impasethe investment firm, in accordance with this

Act, including imposition of any additional supesery measures for risk management referred to in
Article 264 of this Act, and any limitation on thee of the Advanced Measurement Approach for the
calculation of capital requirements for operatiamnsh referred to in Article 190 of this Act.

(4) Where the Agency is the competent authoritpoasible for supervision of an investment firm
controlled by an EU parent investment firm, anddeds information regarding the use of approaches
and methodologies for calculating of capital regoients and limitations, it shall request from the
competent authorities responsible for the supamisif the EU parent investment firm information
that may already be available to that competertcamity.

(5) Where the Agency is the competent authoritpaasible for the supervision on a consolidated
basis and needs information on a group of investrfians and such information has already been
given to another competent authority, whenever iptessthe Agency shall request such information



from the concerned competent authorities, to pregiaplication of reporting to the various auth@sti
involved in supervision.

(6) The Agency shall, prior to decision-making, solt other competent authorities where this
decision is of importance for the exercise of suigery tasks by the competent authorities of other
Member States, on the following:

1. changes in the shareholder, organisational oragement structure of investment firms in a group,
which require approval or authorisation of the cetept authorities, and

2. major violations or supervisory measures impasedhe investment firm, in accordance with this
Act, including additional supervisory measuresrisk management referred to in Article 264 of this
Act, and any limitation on the use of the Advandéddasurement Approach for the calculation of
capital requirements for operational risk refei@th Article 190 of this Act.

(7) In the event referred to in paragraph 6 poindfZhis Article, the Agency shall consult the
competent authorities responsible for supervisioma consolidated basis.

(8) In derogation from paragraphs 6 and 7 of thigcke, the Agency may decide not to consult the

competent authorities in cases of urgency or whaech consultation may jeopardise the effectiveness
of decisions. In such case, the Agency shall, witlizlay, inform the other competent authorities on

the adopted decision.

Exchange of information for the purposes of supergion on a consolidated basis
Article 269

(1) Where a parent undertaking and any of its glidnsés that are investment firms have registered
head offices in different Member States, the Ageamegt the competent authorities of other Member
States shall exchange all relevant information Wwimay allow or aid the exercise of supervision on a
consolidated basis.

(2) Where the Agency does not itself exercise sugien on a consolidated basis, at the requedteof t
competent authorities of another Member State resple for exercising supervision, it may request
the parent undertaking any information which wolokdnecessary for the purpose of supervision on a
consolidated basis and transmit it to the competetttorities of other Member States.

(3) The collection or possession of the informatieferred to in paragraph 2 of this Article, which
does not relate to a financial holding company,eptfinancial institutions, ancillary services
undertakings, a mixed-activity holding company #&sdsubsidiaries, that are not investment firms and
companies that are not included in supervision eoresolidated basis, shall not imply the Agency’s
responsibility for the supervision of these comparin an individual basis.

(4) The Agency shall establish a list of parenaficial holding companies with registered offices in
the Republic of Croatia and shall communicate ith® competent authorities of the other Member
States and to the European Commission.

Obligations of subsidiaries of an investment firm ad the parent financial holding company in
cases when the Agency is responsible for supervision a consolidated basis
Article 270

(1) Where the Agency excludes a subsidiary of a Ra€nt investment firm from a group of an
investment firm in the RoC as set out in Articl©3taragraph 1 points 2 and 3 of this Act, the pgaren



investment undertaking in the Republic of Croatialls on request, provide information to the
competent supervisory authority of the state wiitsrsubsidiary has registered office, for the neafds
their supervision.

(2) The subsidiaries of an investment firm or aaficial holding company within a group of an
investment firm in the RoC, which are not includedsupervision on a consolidated basis, shall on
request provide to the Agency information necesgarythe supervision of individual investment
firms in a group of an investment firm in the RoC.

(3) Persons employed in the management boardindadial holding company shall be of sufficiently
good repute and have sufficient experience to pertbose duties.

Obligations of a mixed-activity holding company andts subsidiaries regarding
supervision on a consolidated basis

Article 271

(1) Where a mixed-activity holding company is thergnt undertaking of one or more investment
firms, of which at least one investment firm hasegistered office in the Republic of Croatia, the
mixed-activity holding company and its subsidiasball, at the request of the Agency, either diyect

or via investment firm subsidiaries with a registeoffices in the Republic of Croatia provide any
information necessary for the purpose of supemigibthe investment firm subsidiaries with their
registered offices in the Republic of Croatia.

(2) The Agency or another entity, pursuant to thgercy's authorisation, may carry out on-site
inspections to verify information received from &ed-activity holding company and its subsidiaries.

(3) If a mixed-activity holding company or one d$ isubsidiaries is an insurance company, the
Agency shall co-operate with the competent authadsponsible for supervision of such company
and shall exchange all relevant information whiclyrallow or aid the supervision of the activities

and general financial position of the supervisetganies.

(4) If a mixed-activity holding company or one tf subsidiaries is situated in a Member State other
than that in which the investment firm subsidiasituated, an on-site inspection aimed at verfyin
information shall be carried out in accordance it procedure laid down in Article 277 of this Act

Notification of an emergency situation
Article 272

Where an emergency situation arises within a groti@n investment firm in the RoC which
potentially jeopardises the stability of the finehcsystem in any of the Member States where the
members of the group have been authorised, the c&geimall, without delay, alert other competent
authorities of Member States and the following cetapt authorities of each Member State:

1. the central bank or other bodies with similapansibilities to authorisations and competencges a
monetary authorities, and

2. the state administration authority competentdgislation on the supervision of credit instituns,
investment firms and other financial institutiomzlansurance companies.



Deciding on permissions in cases where the Agencythe competent supervisory authority
Article 273

(1) In the cases where the Agency is responsibilesdipervision on a consolidated basis of an EU
parent investment firm or an investment firm coliéa by an EU parent financial holding company,
the Agency shall carry out the following tasks d@d#ion to existing obligations under this Act:

1. coordinate gathering and dissemination of releaad essential information between the competent
authorities involved in supervision on a consokdibasis in going concern and emergency situations;
and

2. plan and coordinate the exercise of supervisi@tcordance with this Act, in co-operation with
other competent authorities in going concern a$ agein emergency situations, and

3. co-operate with the competent authorities oéotlember States in which other investment firms,
included in a group of an investment firm in the(Rdvave registered offices, for the purpose of
passing a joint decision to grant the authorisatigfierred to in Article 179 of this Act, when the
application is submitted by an EU parent investnfiemt and its investment firm subsidiary, or jointl
by subsidiaries of an EU parent financial holdiegnpany.

(2) The Agency shall forward a complete applicatieferred to in paragraph 1 point 3 of this Article
without delay to other competent bodies respondgdnlesupervising the investment firms which have
filed the mentioned application.

(3) The Agency and other supervisory bodies sluatitly decide on the application referred to in
paragraph 1 point 3 of this Article within six mbstafter receipt of a complete application.

(4) In the absence of a joint decision, the Ageslgll pass a decision within the term set out in
paragraph 3 of this Article. In the explanationtlod decision, the Agency shall set out the views an
reasons for reservations expressed by other contpmiéhorities.

(5) The decisions provided for in paragraphs 34nfithis Article shall be submitted without dekay
other competent authorities provided for in parphra of this Article.

Deciding on permissions in cases where the Agengyriot the competent supervisory authority
Article 274

(1) Where the competent authorities of other MenmBetes are responsible for supervision on a
consolidated basis of an EU parent investment @irran investment firm controlled by an EU parent
financial holding company and when the applicatieferred to in Article 179 of this Act, has been

filed, the Agency shall participate in the decisiaaking procedure regarding the application.

(2) In the procedure set out in paragraph 1 of Aniicle, pursuant to a decision jointly reachedthy
competent authorities or pursuant to a decisiorsghdy the competent authority to which the
concerned application was submitted, in its officiapacity, the Agency shall grant authorisation to
the investment firm subsidiary with its registeddfice in the Republic of Croatia or it shall refuthe
application.

(3) The Agency shall issue the decision from paplar2 of this Article within six months from the
date of receipt of notification from the competanthority of the Member State on decision-making,
unless otherwise laid down in the joint decision.



Change of the competent authority’s joint decision

Article 275
The provisions that relate to the decision-makingcpdure for authorisation shall in an appropriate
manner apply to the procedures for amending theoaisation from Article 179 of this Act.

Supervision of intra-group transactions
Article 276

(1) Where the parent undertaking of one or moresitwment firms, of which at least one investment
firm has its registered office in the Republic afo@tia, is a mixed-activity holding company, the
Agency shall, as the competent authority for superm, exercise supervision over all transactions
between investment firms and the mixed-activitydimaj company and its subsidiaries.

(2) The investment firms referred to in paragrapf this Article shall:

1. have in place adequate risk management procedmct internal control systems, including sound
reporting and accounting procedures, in order wra@piately identify, measure, monitor and control
intra-group transactions with their parent mixetiwéty holding company and its subsidiaries, and

2. notify the Agency of any significant intra-grotnansaction with the parent mixed-activity holding
company and its subsidiaries, irrespective of @porting requirements regarding large exposures lai
down under Article 200 of this Act.

(3) The procedures and significant intra-group deations referred to in paragraph 2 of this Article
are the subject of supervision by the Agency.

(4) Where intra-group transactions are a threantinvestment firm's financial position, the Agency
shall take appropriate measures.

(5) The Agency shall notify the other competentatities involved in supervision on a consolidated
basis and the European Commission of the measefiexsad to in paragraph 4 of this Article.

Powers to carry out on-site examinations
Article 277

(1) Where the competent authority of another Menttete wishes in specific cases to carry out on-
site examination to verify information concerning iavestment firm, a financial holding company, a
financial institution, a management company, anillang services undertaking, a mixed-activity
holding company, a subsidiary of the kind covemediiticle 271 of this Act or a subsidiary of the
kind covered in Article 270 paragraph 2 of this Agth the registered office in the Republic of
Croatia, it shall request the Agency to have tham@ration carried out.

(2) Upon such request of the competent authoritgnather Member State, the Agency may proceed
in the following manner:

1. independently carry out an on-site examination,

2. allow the competent authority of another MemBtate who made request to carry out an on-site
examination, or



3. pursuant to the Agency’'s authorisation, appa@intertified auditor or another professionally
qualified person to carry out an on-site examimatio

(3) Where the competent authority of the other MemBtate does not carry out the on-site
examination provided for in paragraph 1 of thiside, it has a possibility to participate in

examination carried out by the Agency or the dedifauditor, or another professionally qualified
person pursuant to the Agency’s authorisation.

(4) Where in specific cases the Agency wishes topa an on-site examination to verify information

concerning an investment firm, a financial holdicwmpany, a financial institution, a management
company, an ancillary services undertaking, a ma&d/ity holding company, a subsidiary of the

kind covered in Article 271 or a subsidiary of #ied covered in Article 270 paragraph 2 of this Act

with the registered office in another Member Stidtmay request the competent authority of Member
State in question to have the on-site examinatamiex] out or it can carry out the examination
independently.

Imposition of supervisory measures on financial haling company and
mixed-activity holding company

Article 278

(1) Where a financial holding company and a mixadtivity holding company or responsible persons
of these undertakings violate regulations or lawepted for the purpose of supervision on a
consolidated basis, the Agency shall impose superyimeasures of a temporary or a permanent
seizure of voting rights in respect of holdingghrir investment firm subsidiaries with their regred
offices in the Republic of Croatia.

(2) When imposing the supervisory measures provideth paragraph 1 of this Article, the Agency
shall co-operate with the competent authoritiestbér Member States, when the registered office of
financial holding company or a mixed-activity haldicompany are in another Member State.

Co-operation arrangements with third countries
Article 279

(1) Where an investment firm with registered offinethe Republic of Croatia is a subsidiary of an
investment firm or a financial holding company, tkegistered office of which is in a third countiy,
not subject to supervision on a consolidated Hasihe Agency or the competent authority of another
Member State, the Agency shall verify whether thmtestment firm is subject to consolidated
supervision by a third country competent authonitlgich is equivalent to that governed by the
principles laid down in this Act. The verificati@hall be carried out by the Agency, at the reqaést
the parent undertaking or of any of the regulatetities authorised in a Member State or on its own
initiative, on which occasion it shall consult thidner competent authorities involved in supervision

(2) On the occasion of the verification provided iio paragraph 1 of this Article, the Agency shall

take into consideration the general guidelineshef €Council and the European Commission on the
alignment of the rules of supervision on a constéd basis of competent authorities in the third
countries in which registered offices of the panemdertakings is located comply with the principles
established in this Act. For this purpose, the Axyeshall consult the Council and the European
Commission before adopting a final decision.

(3) When it is established that in a third courdrg no supervision arrangements on a consolidated
basis equivalent to the principles establishedhig Act, the Agency shall apply to an investmentfi



subsidiary the provisions of this Act as approgriat other appropriate supervisory procedures which
achieve the objectives of supervision on a conat#idi basis of investment firms.

(4) In specific cases the Agency may require theblishment of a financial holding company which
has its registered office in one of the Memberestat

Title 1.
REGULATED MARKET
Chapter 1
General provisions

Article 280
(1) The operation of the regulated market in theu®éic of Croatia can only be managed by a stock
exchange with its registered office in the RepuldfcCroatia, as a market operator, pursuant to
approval from the Agency.
(2) The stock exchange shall provide and shallespansible for compliance with the provisions of
this Act and regulations adopted pursuant to tlug relating to the operation of the regulated raairk
managed by it.
(3) The stock exchange shall provide suitable ri@tand financial resources and personnel necessary
for the implementation and an appropriate growtthefoperation of the regulated market managed by
it.
(4) The activities referred to in Article 281 shb# performed by the stock exchange applying the
principles of the protection of the public interasd the stability of the capital market.

Activities of the stock exchange

Article 281
(1) Pursuant to approval from the Agency, the stex&hange is entitled to perform the following
activities:
1. management of the regulated market,
2. collection, processing and disclosure of infdiorareferred to in Articles 333, 335 and 337,
3. maintenance of a official register of regulat@drmation.
(2) Pursuant to a special approval provided fakiiticle 122 hereof, in addition to the activity eefed
to in paragraph 1 point 1 of this Article, the $t@xchange may operate an MTF under conditions and

in the manner laid down in the provisions of Chapt&itle 1 of this Part of the Act.

(3) In addition to the activity referred to in pgraph 1 point 1 of this Article, the stock exchamnggy
perform, without special approval, the followingisaities as well:

1. development, maintenance and control of compptegrammes to perform the activities under
paragraphs 1 and 2 of this Article,



2. services of organising and conducting trainingrses intended for counterparties on the capital
market.

(4) The stock exchange shall not perform any o#tdivity, except those referred to in paragraphs
from 1 to 3 of this Article, without additional agval from the Agency.

(5) No one except the stock exchange is allowgzbtéorm the activities under point 1 paragraph 1 of
this Article.

Article 282
The stock exchange is not authorised to give adwpetrading and investment in financial
instruments, nor give its opinion on favourableuofavourable aspects or acquiring or selling the
same instruments.

Article 283

(1) Where the stock exchange intends to operat® @R, it shall comply with the requirements
referred to in Article 120 hereof.

(2) The organisational requirements provided fopamagraph 1 of this Article shall be deemed to be
fulfilled if the stock exchange fulfils the conditis laid down in Article 292 of this Act.

(3) To persons that effectively manage the opematiban MTF of which the operator is the stock
exchange, the provisions of Article 21 of this Aball be appropriately applied.

(4) The requests to be met by the persons whoteféée mange MTF operation of which the operator
is the stock exchange, shall be deemed to belédfif these persons who effectively manage the
operation of an MTF are also the management boardlrars of the stock exchange.
Establishment of a stock exchange

Article 284
(1) The stock exchange is set up as a joint stock aompn accordance with the provisions of this
Act and the acts regulating the establishment grdation of companies.
(2) Apart from being set up as a joint stock comypahe stock exchange may also be set up as a
European society-Societas Europea.
(3) The bodies of the stock exchange are the gemeemting, the supervisory board and the
management board.

Initial capital and the shares of the stock excharey

Article 285

(1) The initial capital of the stock exchange shaflount to no less than HRK 40,000,000.00.

(2) All the shares of the stock exchange are reggdtshares issued in dematerialised form.

(3) The initial capital of the stock exchange stuwlfully paid up in cash and the shares that fiorm
cannot be issued before the full amount to whiehsthares are issued has been paid up.



(4) The shares of the stock exchange may be adhtidterading on a regulated market only subject to
a special approval from the Agency, and complyinthwhe provisions of Title 2 Chapter 4 of this
Part and Title 1 Part 3 of this Act.

The management board and the supervisory board ohe stock exchange
Article 286

(1) The management board of the stock exchangd sbaebkist of at least two members. The
management board members of the stock exchangehaustgood reputation, suitable professional
qualifications and experience necessary to stedr manage a regulated market exercising due
professional care.

(2) The management board members of the stock egehaust be full time employees of the stock
exchange.

(3) At least one management board member mustubatfin the Croatian langue.

(4) The management board members are obliged tageathe operations of the stock exchange from
the territory of the Republic of Croatia.

(5) The Agency will lay down in detail the condit®to be met by the management board members of
the stock exchange, the content of the applicdbogranting authorisation to perform the dutiesaof
management board member, documentation to be attachthe application and the content of such
documentation.

(6) The supervisory board of the stock exchang# shasist mostly of independent members who are
not in business, family, or other connections viltk stock exchange, majority shareholders, or a
group of majority shareholders, or management bosthbers or supervisory board members of the
stock exchange or a majority shareholder.

(7) As an independent member of the supervisorydbofithe stock exchange shall be deemed the
person who is not:

- connected with the stock exchange, is not a ritgjshareholder, and does not represent a majority
shareholder or the group of majority shareholdeispouse, or a relative by blood, or an in-lanh® t
second degree of any person of the previously meed groups, and is not in any connection with the
companies connected with the majority shareholder,

- a management board member of the stock exchargeycof its subsidiary or a company connected
with it for at least five years,

- an employee of the stock exchange or any olibsigliary or a company connected with it for at

least three years,

- a person who receives or has received a signtfipayment from the stock exchange except for the
fee for work in the supervisory board, excludingy adividends, (this in particular relates to
participation in bonuses and other forms of rewaydiepending on the company’s performance, such
as share options, but it does not relate to incamssig from the pension scheme in respect ofezarl
service for the society),

- and has not been in a significant business oglsltiip lasting for at least one year with the stock
exchange or its related companies, indirectly oeally, as a partner, shareholder, management board
member or a supervisory board member or a membeisehior management team of the organisation
which is in a significant business relationshiphatie stock exchange,

- and has not been for the last three years, agrast an employee of an audit company that offers
has offered audit services to the stock exchangecompany connected with its,



- a management board member of another companyevgloene of the management board members of
the stock exchange is a supervisory board membéhen has he any significant connections with the

management board members of the stock exchangegthparticipation in other organisations, bodies

or companies,

- a supervisory board member for more than 12 years

- a spouse, or an immediate relative by blood,roindaw of any management board member or of

natural persons in the functions mentioned in tle®ipus items.

(8) If a supervisory board member is subjected ndue influence or limitations exerted by the
majority shareholder, thus affecting the perforngan€ his duties, the supervisory board member is
obliged to inform the supervisory board thereof antivithstanding this take an independent stance
when exercising his voting rights or offer his gesition, as appropriate, under the circumstances.

(9) An independent supervisory board member whdesaout this function for more than two terms
of office, should give a statement in writing whgreonfirming his independent status.
Approval for appointment
Article 287

(1) It is possible to appoint as a management bosthber of the stock exchange a person who has
been granted approval from the Agency.

(2) An application to grant the approval to thehauisation provided for in paragraph 1 of this Alei
is submitted by the supervisory board of the smathange for a term that cannot exceed five years.

(3) Applicants requesting to be granted of the apglrto the authorisation from paragraph 1 of this
Article shall provide evidence of fulfilling the nditions provided for in Article 286 of this Act dn
the ordinance under Article 286 paragraph 5 of Aluis

(4) In the procedure of granting of the approvatiézision-making on the authorisation provided for
in paragraph 1 of this Article, the Agency may resfuthat the candidate for a management board
member of the stock exchange presents a prograrhmaraging the stock exchange operations.

(5) The Agency will refuse to grant the approvalite appointment of management board members of
the stock exchange if:

1. the proposed person does not satisfy the conditlaid down in Article 286 hereof and the
provisions of the Ordinance referred to in Arti26 paragraph 5 hereof,

2. the Agency has objective and demonstrable reamesilable due to which it can be presumed that
the activities or operations in which this perseremgaged or has been engaged could pose a threat t
the management of the regulated market with dukegsmnal care,

3. if the application to grant of the approval @ns incorrect or false data.

Withdrawal and lapse of the approval
Article 288

(1) The Agency will withdraw its approval to thepmintment of a management board member of the
stock exchange in the following cases:



1. if the management board member no longer méetanditions under which the consent was
granted,

2. if the consent was granted pursuant to incooetdlse data.

(2) if the Agency withdraws its consent to the d@ppuoent of the management board member, the
supervisory board of the stock exchange shall pa=scision without delay whereby withdrawing the
appointment of that management board member.

(3) In the case referred to in the previous paayct this article, the supervisory board shallapp
its deputies, without the Agency’s consent, foerarnt up to three months.

(4) The approval to the appointment of the managerheard member of the stock exchange shall
cease to be valid if:

1. the person within 1 year after granting the apak has not been appointed or has not taken up his
duty to which the approval relates,

2. if this person’s duty to which the approval tetaterminates, from the date of the terminatiothef
duty,

3. if the employment agreement of this person forkwon the stock exchange expires, from the expiry
date of the agreement.

Owners of a qualifying holding in the stock exchang
Article 289

(1) The provisions of Articles 28 and 29 and Aggld4 - 52 of this Act shall appropriately apply to
the holders and any change in the ownership ofifgimg holding in the stock exchange, close links
legal consequences of acquiring a qualifying hadifthout the Agency’s approval, and the measures
taken by the Agency in cases where the managenighe aegulated market with due professional
care is questionable, on which occasion the tenwegtment firm“ shall be appropriately replaced by
the term ,stock exchange*.

(2) The stock exchange shall submit data to thendg®n the ownership structure, and in particular
on the owners of qualifying holdings, as well astioe identity of all the persons who could exercise
significant influence over the management of tlgeik&ted market.
(3) The stock exchange shall submit to the Ageratg dn any changes in the ownership structure that
give rise to a change in the identity of the pessaxercising significant influence over the
management of the regulated market.
(4) The stock exchange shall publish the data demi/for in paragraphs 1 and 2 of this Article.
(5) The data provided for in paragraph 3 of thisdl shall be deemed to be published if discldsed
the stock exchange at least on its website.

Other authorisations

Article 290

The Agency’s preliminary authorisation is necesgary

1. stock exchange status changes



2. setting up a branch outside the Republic of ttaapa

3. an intended acquisition of a holding with mdrart 25 % of the voting rights or an equity holding
in another legal entity.

Reporting obligations

Article 291

(1) The stock exchange shall inform the Agency aithdelay on any changes in the identity of the
persons referred to in Articles 286 and 287 heranfl on any changes in the data contained in the
application for authorisation.

(2) The stock exchange has the obligation to drawannual financial statements and the annual
management report, in accordance with regulatiagsdy down the establishment and operation of
companies, and entrepreneurial accounting, ancyipdcation of financial reporting standards and
submit them to the Agency together with the audport within 15 days from receipt of the audit

report, at the latest however within 4 months afterclosing day of the business year.

(3) The Agency is authorised to lay down by anmadce the content and the structure of the annual
financial statements of the stock exchange andottme and manner in which they are to be submitted
to the Agency.

(4) When stock exchange securities are admittdchting on the regulated market, the provisions of
Title II. of this Part of the Act shall approprigtepply to the stock exchange.

(5) The stock exchange has the obligation to sutortite Agency a daily report which contains data
on transactions in financial instruments executedtlte regulated market managed by the stock
exchange, as well as weekly reports, monthly repamtl annual reports containing data on trading.

(6) The Agency shall lay down by an ordinance tivenf content, deadlines and the manner in which
the reports referred to in paragraph 5 of thiscetare to be submitted.

(7) The stock exchange that manages an MTF sHalinithe Agency of the Member State where it
intends to make the MTF available.

(8) The Agency shall forward the information reésfrto in paragraph 7 of this Article, within 30
days, to the competent authorities of the concekhexhber State.

(9) At the request of the concerned Member State Agency shall forward the data on MTF users
within a reasonable term to the competent autlesriif the MTF home Member State.
Organisational requirements
Article 292
(1) The stock exchange shall:
1. establish and implement arrangements to ideatifyconflict of interest between the interesthaf t

stock exchange and/or its shareholders and thecpirterest for the orderly functioning of the
regulated market,



2. prevent that the conflict of interest provided in point 1 of this paragraph poses negativecedfe
on the operation of the regulated market managatidryon any persons that participate in trading o
the regulated market, in particular, if the conftif interest impedes the stock exchange in iteryd
performance of the obligations laid down in thist,Aegulations adopted pursuant to this Act, or the
rules under Article 294 of this Act,

3. have available sufficient financial resourcespehding on the type and scope of operations tthat i
performs, as well as the scope and structure ké #snanating from operation, with the purpose of
providing orderly operation,

4. establish and implement:

- arrangements and procedures and shall put ire giggtems to identify and manage all the risks that
arise from its operation and to reduce these tsksminimum level,

- arrangements and procedures to ensure thatatimdr system functions in a correct, uninterrupted
and efficient manner, and apply suitable and effitsecurity measures in case of disturbancesin th
system,

- transparent and non-discretionary rules and phares that provide fair and orderly trading andisha
establish objective criteria for the efficient extan of orders,

- efficient measures that facilitate the smooth &ingely finalisation of the transactions executed
within its trading system.

(2) When the stock exchange outsources businessgses that are important for its operation and the
operation of the regulated market, as a consequénseshould not:

1. endanger the implementation of trading in thamea laid down in this Act and regulations passed
pursuant to this Act, or

2. change the conditions under which the stock @xgh was issued the authorisation, or
3. change the conditions under which the stock @xgl manages the regulated market, or
4. impede supervision by the Agency.

(3) When the stock exchange outsources businessgwes that are important for its operation and the
operation of the regulated market, it shall:

1. include these services in the internal contystesm,
2. inform the Agency without delay on its intentiamd the manner of outsourcing its business
processes.
Obligation to keep secrecy
Article 293
(1) By an internal bylaw, the stock exchange shpécify the information considered to represent

business secret, and the manner of using suchmatwn, save when otherwise provided in the
provisions of this Act and other regulations.



(2) The management board of the stock exchangersipalrt to the Agency on a monthly basis on the
acquisition or disposal of financial instrumentsdhiey the management board members, supervisory
board members and employees of the stock exchange.

(3) The obligation referred to in paragraph 2 @ trticle also relates to the acquisition and disy
of financial instruments by a spouse, a child, dopéed child, a parent, or an adoptive parent and
other persons who live with a management board reershbipervisory board member, or employee of
the stock exchange in the common household, t@adheisition and disposal by legal persons where
these persons hold a majority interest, and taatuiisition and disposal of persons which the stock
exchange has outsourced as service providers.

Rules and procedures of the stock exchange

Article 294

(1) The stock exchange shall establish, implemaidt maintain acts which lay down the general
conditions of the operation of the stock exchanggthe regulated market managed by it.

(2) The acts referred to in paragraph 1 of thischetinclude rules and procedures for the applicati
of the rules.

(3) The rules referred to in paragraph 1 of thikkershall contain in particular:
1. the scope and organisation of operation,

2. provisions on members, in view of admission tembership, suspension and exclusion from
membership,

3. provisions on the types and manner of tradinguting also provisions addressing settlement and
clearing systems, that the members may use in todssttle executed transactions,

4. provisions in connections with the disclosuréradling information,
5. provisions on financial instruments that carrbded on the regulated market managed by the stock
exchange, including provisions on admission ofrfirial instruments and temporary suspension and

removal from trading,

6. provisions relating to the supervision of tragimetection and proceeding in connection with
market abuse.

(4) The legal acts referred to in paragraph 2 sf Mticle and any changes in these acts are apgrov
by the Agency.

(5) The stock exchange shall publish the acts medeto in paragraph 2 of this Article on its websit
and shall inform its members about the adoption aplication of such communications, at least 7
days before they become applicable.

Article 295

(1) The stock exchange shall adopt its price ¢jsided by the principle of equality of all the usef
stock exchange services and by reasonable commnneies.

(2) The prices list and its changes are approvetthédygency.



(3) The stock exchange shall publish the approves fist on its website and shall inform the users
of its services on the adoption of the price listl @hanges in it at least 7 days before they become
applicable.

Chapter 2

Granting and withdrawing authorisation

Article 296
Granting authorisation

(1) The application for granting authorisation &rfprm activities referred to in Article 281 paragh
1 of this Act is submitted by the founders of theck exchange.

(2) The application for granting authorisation reée to in paragraph 1 of this Article shall indea
the activities specified in Article 281, paragrabhereof, that the stock exchange intends to parfor
and the types of financial instruments that itmge to trade in on a regulated market.
(3) The application for granting approval providedin paragraph 1 of this Article must be suppdrte
with a description of the trading system from whitshis visible that it complies with the proviseof
this Act and regulations adopted pursuant to ifpanticular in regard to financial instruments ® b
traded on the regulated market, types of tradiraanicipated trading volumes.
(4) The content of the application for granting egyal and for extending approval, necessary
documentation to be attached to the application, thie content of such documentation shall be
defined by the Agency by an ordinance.

Decision-making by the Agency on the application fogranting authorisation

Article 297

(1) The Agency may at the same time decide on

1. an application of the stock exchange for grantiothorisation to perform activities referred 1o i
Article 281, paragraph 1 hereof,

2. an application of prospective acquirers of dyalg holdings of the stock exchange, for granting
authorisation to acquire qualifying holdings of 8teck exchange,

3. an application of a candidate for a managemeatcomember of the stock exchange.

(2 ) The Agency will grant authorisation to thect@xchange to perform activities provided for in
Article 281 paragraph 1 hereof, if the followingntiitions are met:

1. if it is organised in accordance with Articled2@f this Act,
2. if its initial capital meets the conditions net to in Article 285 of this Act,

3. if the conditions of Article 288 hereof have berget,



4. if the management board members and the supeyvisoard members meet the conditions
provided for in Article 286 of this Act,

5. if it meets the obligations referred to in Ai@92 hereof,

6. the stock exchange submits the description eftthding system in accordance with Article 296
paragraph 3 hereof,

7. if it meets the conditions for keeping the d#iaegistry of regulated information laid down @nd
this Act, when it seeks authorisation for maintexgaof that registry.

(3) The authorisation referred to in paragraph 2hig Article, will specify the types of financial
instruments to which the approval relates.

(4) The authorisation is granted for an indefirperiod of time, it cannot be transferred to another
person and it does not apply to the legal successor

(5) The stock exchange shall permanently meet thelitons under which the authorisation is
granted.
Extension of authorisation
Article 298
(1) If after having obtained the authorisation providedin Article 281 hereof, the stock exchange
intends to perform an additional activity and/oo\pde trading in other financial instruments, itshu
be previously granted an authorisation by the Agenc
(2) The provisions of Articles 296 and 297 hereadlsappropriately apply to the extension of the
authorisation. An application for extending thehautsation is submitted by the management board of
the stock exchange.
Lapse of the authorisation
Article 299

(1) The authorisation shall lapse:

1. if the stock exchange has not started perforriagactivities for which the authorisation wasies
within one year from the date of issue of the aaflation, with the lapse of the mentioned term,

2. if the stock exchange has failed to performabivities for which the authorisation was issued f
more than 6 months, with the lapse of the mentidasd,

3. at the own request of the stock exchange, byat@lg the Agency’s decision,
4. with the delivery of the Agency’s decision wheyevithdrawing the authorisation,
5. as of the date of instituting bankruptcy prodcegs,

6. with the conclusion of a liquidation procedure.



(2) Should the reason occur referred to in poingsd 2 paragraph 1 of this Article, the Agency will
issue a decision whereby establishing the terntinaif the validity of the issued authorisation.
List of regulated markets
Article 300

(1) In accordance with Article 47 of the Directi2004/39/EC, the Agency will draw up and regularly
update a list of regulated markets in the RepudiliCroatia.

(2) The Agency will publish the list referred to paragraph 1 of this Article on its website and wil
submit it to other Member States and the Europeanrfission.
Chapter 3

Admission and trading in a regulated market

Members

Article 301
(1) The following entities may become members efdtock exchange:
1. an investment firm and a credit institution with registered office in the Republic of Croatia,
authorised to provide investment services and periovestment activities referred to in Article 5
paragraph 1 point 2 and/or 3 hereof,
2. an investment firm and a credit institution frarfMlember State that:

- hold a suitable authorisation issued by the cdemeauthority of the home Member State,

- for which the Agency has been notified by the petent home Member State, in accordance with
Articles 145 and 146 hereof,

3. an investment firm and a credit institution franthird country that possess a suitable autharisat
issued by competent authorities and that meet ehditons laid down by this Act and the act that
regulates the establishment and operation of cirestitutions.

(2) In its rules the stock exchange may define tiafperson that meets the following criteria miap a
become a member of the stock exchange:

1. it has a good reputation, possesses suitabfegsional knowledge, if it is professionally quisiif
for trading in a regulated market, and its orgaiosas appropriately established, where approgriat

2. it has enough resources for the activity to befigomed, taking into account possible financial
arrangements that the stock exchange has signedheitaim of settling transactions.

(3) The stock exchange shall submit to the Agenlist af the members, regularly updated.



Membership
Article 302

(1) In its rules provided for in Article 294 herediie stock exchange will lay down transparentsrule
for admission to membership or to a regulated nafkersuant to non-discretionary and objective
criteria in connection with organisational, teclahiand staffing conditions.

(2) The rules referred to in paragraph 1 of thiicde should contain the rights and liabilitiesthé
members in connection with:

1. trading in a regulated market,
2. the rules of the profession to be adhered tihhvéyemployees of the stock exchange member,

3. rules and regulations for the settlement anaritig of transactions concluded in a regulated etark

Obligations of the members
Article 303

(1) When trading in a regulated market the membénhe stock exchange shall act in accordance
with this Act, regulations passed pursuant to iasand the acts of the stock exchange referred to
Article 294 hereof.

(2) The members of the stock exchange shall pemtlgriilfil organisational, technical and staffing
conditions laid down in this Act, regulations pabgeirsuant to this Act, and the acts of the stock
exchange referred to in Article 294 hereof, witiyasel to the nature, scope, and complexity of the
member’s operation, as well as the type and scbpe/estment services and activities provided and
performed by the member.

(3) For transactions concluded between the mendddhe stock exchange on a regulated market, the
members are not obliged to apply to each otheptbeisions of Articles 54-71 and 82-91 hereof.

(4) In paragraph 3 of this Article, the membershaf stock exchange shall comply with the provisions
of Articles 54-71 and 82-91 hereof, when executinders on the regulated market on behalf of their
clients.

Monitoring of compliance with rules and legal obligtions by the Members
Article 304

(1) The stock exchange shall establish, implememnt @aintain efficient procedures for regular
monitoring of compliance by the members with theswf the regulated market managed by it.

(2) The stock exchange shall supervise transacpierfermed by its members on the regulated market
managed by it in order to identify breaches of ¢hages, disorderly trading conditions or conducts

that involve market abuse. The supervision of trgdwill be supported by a suitable computer

monitoring system that enables a systematic andpletencollection and evaluation of trading data

and data in connection with trading, facilitatiregiuired investigation proceedings.

(3) The stock exchange shall inform the Agency aatidelay on any significant breaches of its rules,
disorderly trading conditions or conducts that ineamarket abuse.



(4) In the supervision procedures, the stock exgaashall submit to the Agency and the authority
competent for prosecution without delay all necgsdata and shall co-operate when supervising and
investigating cases of market abuse.

Trading on the regulated market

Article 305

(1) Trading on the regulated market must be perormespecting the principles of efficiency,
promptness, impartiality and equal treatment offedlcounterparties.

(2) The stock exchange shall choose a trading mys$te transactions on the regulated market
managed by it, guided by the principles of:

1. efficiency,

2. cost-effectiveness,

3. functionality of the trading system,

4. investors’ protection.

(3) In addition to the principles laid down in pgraph 1 of this Article, the selection of the tragli
system and the manner of trading will also depemd¢he type of financial instruments traded on the
regulated market and on trading volumes.

(4) In exceptional circumstances, the stock excham@gy pass a decision thus determining the
opening and/or closing time of trading other thae time laid down by the rules of the stock
exchange, suspending or interrupting trading i fkiin the public interest or is aimed at provigdin
orderly trading on the regulated market or in thiend when due to other significant circumstances it

is unable to ensure orderly trading.

(5) The stock exchange shall inform the Agency aithdelay of the decision referred to in paragraph
4 of this Article.

(6) The law of the Republic of Croatia shall apfyany disputes arising from trading on the regulat
market managed by the stock exchange.
Access to the regulated market by persons form othélember States
Article 306
The stock exchange is obliged to provide in it®suh possibility of membership of or access to the
regulated market managed by it directly or by whsemote participation.
Article 307

(1) Where the stock exchange intends to allow therdMember State remote access to the members
of the regulated market managed by it, if shabbinf the Agency thereof.



(2) The Agency will forward the information refedréo in paragraph 1 of this Article within 30 days
to the competent authority of the Member State hickvthe stock exchange intends to enable such
access.

(3) At the request of the competent authority & ftome Member State the Agency will forward the
data on the members of the stock exchange with#asonable term.

(4) For the purpose of informing the competent auties of the home Member State, in accordance
with paragraph 3 of this Article the stock exchasfall provide the Agency without delay with a list
of its current members.

(5) If the market operator of the regulated maft@n another Member State intends to enable remote
access in the Republic of Croatia to its regulatedket, the Agency may require data on the members
of that regulated market from the competent autiesriof the home member State of the regulated
market.

Chapter 4
Financial instruments traded on the regulated marké

Article 308
(1) The stock exchange manages the regulated mathieh consists the regular market and the
official market. By its regulations the stock exaga may lay down other segments of the regulated
market as well for which it will lay down stricteonditions for admission and investor protection,
than those laid down in Article 313 hereof.
(2) Securities may be admitted to the regular ntafkbe conditions referred to in Article 309 hefe
have been met, and other financial instrumentsefdonditions referred to in Article 309 hereof élav
been met, relating to financial instruments.
(3) Securities may be admitted to the official nedrik the conditions referred to in Article 313 bef
have been met.

Conditions for admission to trading in the regularmarket

Article 309
(1) Only those financial instruments that can laeléd in a fair, orderly and efficient manner can be
admitted to the regular market.

(2) Securities being admitted to trading in theutagmarket shall satisfy the following criteria:

1. securities for which an application for admissi®filed must be issued in accordance with thesru
relating to them and they must be freely negotiable

2. legal position of the issuer of securities isatordance with regulations of the Republic ofafieo
or the state of the issuer’s registered office,

3. the issuer or the offeror of securities has dmdpvith the obligation of drawing up a prospedcius
accordance with Part 3 of this Act,

4. the conditions laid down in ordinance passeatrordance with paragraph 5 of this article,



5. the conditions laid down in Article 35 of Regida 1287/2006.

(3) Securities of an issuer with its registeredceffin the Republic of Croatia can be admitted to
trading in the regular market only if they are esdin dematerialised form.

(4) Only those derivatives may be admitted to trgdin the regular market created in a manner that
enables correct pricing and the existence of effecettlement.

(5) The Agency will specify more in detail by ardiorance the characteristics of financial instruraent
that are taken into account when assessing whtbenstruments meet the conditions for admission
to trading on the regular market.

(6) Units in collective investments undertakingsaddition to the conditions laid down in this Al
must meet the conditions laid down by the provisiohArticle 36 of Regulation 1287/2006.

(7) Derivatives, in addition to the conditions laldwn in this Article must meet the conditions laid
down in the provisions of Article 37 of Regulatid®87/2006.

Article 310
(1) Trading in financial instruments in the regutaarket requires approval from the stock exchange.

(2) The issuer or a person authorised by the igsagrsubmit an application for admission to trading
in the regular market.

(3) The stock exchange will issue approval for e$mn trading in the regular market if the follogyin
conditions are met:

1. provided for in Article 309 hereof,
2. of the ordinance passed in accordance with l&ar869 paragraph 5 hereof,
3. laid down by the provisions of Regulation 128D@.

(4) The stock exchange will refuse the requestafimission to trading of a security in the regular
market if:

1. conditions laid down in paragraph 2 and/or 3rexremet,

2. according to available data it arises that asimmswould adversely affect the investor’s intesest

Decision-making on admission to trading in the reglar market
Article 311

(1) Provisions of the Law on the General Administe Procedure shall appropriately apply to
decision-making by the stock exchange about adamissf a financial instrument to trading in the
regular market, unless otherwise provided for iis thct. A decision on admission of financial
instruments to trading in the regular market isspdsy the management board of the stock exchange.

(2) The stock exchange shall define in its rulegmvthe request referred to in paragraph 1 hereof is
deemed to be an orderly request.



(3) The decision referred to in paragraph 1 of Auigcle is final and the applicant may file comipla
with the administrative court against it.

(4) The stock exchange shall inform the Agency wérg application received for admission of
financial instruments to trading, as well as ofdésision on admission or refusal of the applicafir
admission to trading.

(5) The stock exchange shall publish any data onmission of financial instruments to trading in the
regulated market managed by it on its website.

Admission of securities without the consent of thessuer
Article 312
(1) In derogation from the provisions of Article@faragraph 2 hereof, transferable securities reay b

admitted to trading on the regular market even outithe consent of the issuer if they have already
been admitted to one of the following regulatedkats:

1. another regulated market of the Republic of Gapa
2. regulated market of a Member State,
3. stock exchange of a third country if the thicdictry’s provisions:

concerning the application for admission of se@sito trading are comparable to those laid down in
this Act and regulations passed pursuant to thts Ac

- concerning the preparation of a prospectus imeotion with the issue or a prospectus in connectio
with the admission of securities to trading are parable to those laid down in this Act and
regulations passed pursuant to this Act,

- if preconditions exist on this stock exchange tf@ transparency requirement comparable to those
on the regulated market for securities admittetading,

- if the exchange of information has been provifledthe purpose of trading with the competent
authorities of that state.

(2) Where the securities are admitted to tradingherregular market, in accordance with paragraph 1
of this Article, the stock exchange shall inforne tissuer that securities are traded on the regular
market managed by it.

(3) When the securities are admitted to tradinghenregular trading, in accordance with paragraph 1
of this Article, the stock exchange shall inforne thgency and information about the admission make
public without delay.

(4) When, in accordance with paragraph 1 of thischy, securities are admitted to trading on the
regular market without the issuer's consent, tlseigs is free from the obligation to disclose the

prescribed information to the regulated market dnictvits securities have been admitted without its
consent.

The conditions for the admission to trading on thefficial market

Article 313



Securities for which admission to trading on o#flanarket is sought, in addition to the conditices
out in the provisions of Article 309 of this Acthall also comply with the following additional
conditions:

1. shares and the issuers of the shares - withrthésions of Articles 316 to 319 of this Act,

2. debt securities and the issuers of those sesurivith the provisions of Articles 320 to 325tbis
Act.

3. certificates representing shares may be adntité@ding only if:

- the issuer of shares on the basis of which deatéds representing shares were issued fulfils the
conditions set out in Article 316 of this Act,

- the certificates fulfil the conditions set outAnticles 317 and 318 of this Act,

- the issuer of the certificates representing shgterantees appropriate safeguard for the protecti
of investors.

Article 314

(1) Trading in securities admitted to trading ie thfficial market requires an approval to be issyed
a stock exchange.

(2) The application for admission to trading in tféicial market may be submitted by the issuebyr
any person empowered by the issuer to act on fitalbe

(3) A stock exchange shall issue a approval foatiaission to trading on the official market infap
as the securities comply with the conditions setimthe provisions of Article 313 of this Act.

(4) A stock exchange shall reject an application far #umission to trading of a security on the
official market in so far as the security conceraad/or its issuer fail(s) to comply with the cdiatis

or where the information available implies that #mmission to trading would be detrimental to
investor's interests.

(5) A stock exchange may, solely in the interedtprotecting the investor, make the admission to
trading of a certain security on the official mérlgubject to any special condition considered
appropriate.

(6) A stock exchange shall explicitly inform thepipant of the condition referred to in paragrapbf 5
this Article.

(7) Where an application for admission to trading oe thficial market is made in respect of
securities that are already admitted to tradingh@nregulated market in another Member State, a
stock exchange may reject an application in casdsbuer of securities fails to fulfil its obligartis
arising from the admission to the regulated macdketcerned. The first sentence of this paragraph is
applied appropriately where the application is madedmission to trading on the regular market.

The decision of admission to trading on the officlamarket

Article 315



(1) The decision of admission of securities to itngdon the official market, in the form of an
administrative act, is brought by the Board of acktexchange, pursuant to the provisions of the
General Public Administrative Procedure Law, uniatserwise stipulated by this Act, within 30 days
from the day of the receipt of a orderly applicatio

(2) The stock exchange shall define in its rulegmvthe request referred to in paragraph 1 hereof is
considered orderly.

(3) The decision referred to in paragraph 1 of figcle is final the applicant may file complawith
the administrative court against it.

(4) A stock exchange has the obligation to notifg Agency of each received application for the
admission of securities to trading, as well astefdiecision with regard to the admission or to the
rejection of the application for admission tradorgthe official market.

(5) A stock exchange has the obligation to pubdistits web site all the data regarding the admissio
of securities to trading on the official market cgged by it.

Specific conditions for the admission of shares

The conditions that must be fulfilled by the issues for the shares of which the application for
admission to official market was submitted

Article 316

(1) The legal position of the issuer must be infoonity with the regulations of the country in whic
its registered office is situated, in particularegards its formation and its operation.

(2) The foreseeable market capitalisation of tharesh for which the application for admission to
official listing was submitted must be at least HRK00.000,00.

(3) If the foreseeable market capitalisation reférto in paragraph 1 of this Article can not be
assessed, the company’s capital and reservesdinglprofit or loss, from the financial year which
preceded the submission of the application, musit lbeast HRK 8.000.000,00.

(4) A stock exchange may approve the admissiomragirtg in the official market even when the
conditions referred to in paragraphs 2 and 3 af giticle are not fulfilled, provided that it ist&died
that there will be an adequate market for the shemaecerned.

(5) The conditions set out in paragraphs 1 andtRisfArticle shall not be applied for the admissto
trading on the official market of a further blockahares of the same class as those that havelalrea
been admitted.

(6) The issuer must have published or filed its uahrfinancial reports in conformity with the
legislation of the country in which its registereffice is situated for the three financial yearsichh
preceded the submission of application for the adion to trading on the official market.

(7) By way of derogation, a stock exchange is aigkd to approve the admission of shares of the
issuers that fail to comply with the conditionsemeéd to in paragraph 6 of this Article in so farthe
stock exchange is satisfied that the investors flagelata necessary for the assessment of the issue
and of the shares for which admission to tradinghenofficial market is sought and in so far as in

the interests of the issuer or in the interesthefinvestor.



Conditions relating to the shares for which admissin to trading on
the official market is sought

Article 317

(1) In so far as the admission to trading on tHeiaf market is preceded by a public issue, thst fi
admission to trading on the official market may t@de only after the end of the period of
subscription and payment in a public issue.

(2) Prior to the admission of shares to tradingttom official market, a sufficient number of shares
must be distributed to the public.

(3) In so far as se shares are distributed to th#igthrough a regulated market, the admission to
trading on the official market may also be approwgttiout complying with the conditions referred to
in paragraph 2 of this Article, only in so far astack exchange is satisfied that a sufficient nemnds
shares shall be distributed through the regulatadket within a short period of time.

(4) Where the application for admission to tradorgthe official market is submitted for a further
block of shares of the same class, the assessafented to in paragraph 3 of this Article, with aeg)

to a sufficient number of shares distributed toghblic, may be made by a stock exchange in relatio
to all the shares issued, and not only in relatwotiis further block

(5) A stock exchange may approve an applicatioraftnission to trading on the official market of the
shares of those issuers the shares of which hesadgl been admitted to trading on an official marke
in a third country, in so far as a sufficient numbé shares has been distributed to the publihén t
third country, or in the country in which these r&sahave been admitted to trading on the official
market.

(6) Within the meaning of this Title of the Actsafficient number of shares is deemed to have been
distributed to the public if:

1. at least 25 % of the class of shares for whitlagplication for admission was submitted is in the
hands of the public,

2. in view of the large number of shares of theesa@iass and the percentage of their distribution to
the public, the market will be able to function pedy even if the percentage of shares in the hahds
the public is lower.

(7) A stock exchange shall prescribe by its rulbéctv shares are not deemed the shares distriboited t
the public.

(8) The application for admission to official lis§f must be made in relation to all the shares ef th
same class that have already been issued.

(9) By way of derogation from paragraph 8 of thigiéle, an application for admission does not need
to cover the shares that:

1. belong to blocks serving to maintain controtref company, or
2. are not negotiable, under agreement, for aingr&iod of time,
under the condition that the public is informediw# situations from subparagraphs 1 and 2 and that

there is no danger of such situations prejudidigginterests of the holder of the shares for which
application for admission was submitted.



Article 318

(1) For the admission to trading on the officialrked of shares that have a physical form of thedss
whose registered office is situated in an anothemider State it is necessary that their physicah for
is in conformity with the standards prescribedhattother Member State.

(2) In so far as the physical form is not in confidy with the regulations of the Republic of Cr@ath
stock exchange makes that fact known to the public.

(3) For the admission to trading on the officialrked of shares that have a physical form of thedss
whose registered office is situated in a third ¢oyrthe physical form of shares must afford susint
safeguard for the protection of the investor.

Specific conditions regarding an issuer from a thid country
Article 319

The shares of an issuer whose registered offisétiated in a third country, and which are notlist
in either the country in which the issuer's regeeoffice is situated or in the country in whidtet
major proportion of the shares is held, may be #dmto trading on the official market only in s f
as a stock exchange is satisfied that the reasoribd absence of a listing in the country in which
registered office is situated or in the countryinich the major proportion of the shares is hetdrast
connected with the protection of the investor.

Specific conditions for the admission of debt secities
Article 320

(1) The form and content of debt securities foralihan application for admission to trading on the
official market was submitted must be in conformitith the regulations to which they are subject,
and the securities must be freely negotiable.

(2) By way of derogation from paragraph 1 of thidiéle, a stock exchange may treat debt securities
which are not fully paid up as freely negotiablesmfar as mechanisms are in place to ensurelthat t
negotiability of such debt securities is not restdl and in so far as the trading is made transparel
proper by providing the public with all appropriatata.

(3) In so far as the admission to trading on tHeiaf market is preceded by a public issue, thst fi
admission to trading on the official market may t@de only after the end of the period of
subscription and payment in a public issue.

(4) The provisions of paragraph 3 of this Articteatb not be applied in the case of tap issues bf de
securities for which the closing date for subsaipis not fixed.

(5) An application for admission to official lisinmust be made in relation to all debt securities
ranking pari passu.

Article 321
(1) For the admission to trading on the officialrked of debt securities that have a physical fasfn,

an issuer from another Member State, it is necgdBat their physical form is in conformity witheh
standards prescribed in that other Member State.



(2) Where the physical form is not in conformitythivthe regulations of the Republic of Croatia, a
stock exchange shall make that fact known to theiqu

(3) The physical form of debt securities issued single Member State must conform to the standards
that are in force in that Member State.

(4) The physical form of debt securities of an @&sfrom a third country must afford sufficient
safeguard for the protection of the investor.
Other conditions
Article 322

(1) The nominal amount of the loan for debt semsifor which an application for admission to
trading on the official market was submitted may o less than HRK 1,500,000.00.

(2) The provision set out in paragraph 1 of thifidd shall not be applied in the case of tap issafe
debt securities for which the nominal amount oflte is not fixed.
Article 323

(1) Convertible or exchangeable debentures andndetss with warrants may be admitted to trading
on the official market only if:

1. their related shares have already been adndteeding on the same regulated market, or

2. their related shares have already been adndteeding on an another regulated market, or

3. are admitted to trading simultaneously withthelated shares.

(2) A stock exchange may approve the admissiomattirtg on the official market of debt securities
referred to in paragraph 1 of this Article, only evhit is satisfied that their holders have at their

disposal all the data necessary for the assessofigthie value of the shares to which these debt
securities are related.

Particular conditions relating to the admission tatrading on the official market of debt securities
which are issued by a State, its regional or localuthorities or a public international body

Article 324
(1) Where the admission to trading on the officizrket is preceded by a public issue, the first
admission to trading on the official market may m@de only after the end of the period of

subscription and payment in a public issue.

(2) The provisions of paragraph 2 of this Article bt apply to subscriptions for which the closing
date of the period of subscription of those sei@git not fixed.

(3) An application for admission to trading on thficial market must be made in relation to all the
securities ranking pari passu.



Article 325

(1) For the admission to trading on the officialrked of debt securities which are issued by a Membe
State or its regional or local bodies in a physfoat, it is necessary for their physical form t® in
conformity with the standards prescribed in thatier State.

(2) Where the physical form is not in conformitytiwithe regulations in force in the Republic of
Croatia, a stock exchange shall notify the publithe situation.

(3) The physical form of debt securities which @a®ued by a third country or its regional or local
bodies or public international bodies must affartfisient safeguard for the protection of the inees

Obligations of the issuer whose securities are adtted to trading on the official market
Article 326

In the case of a new public issue of shares tleabhthe same class as the shares that have already
been admitted to trading on an official market, igseier has the obligation, except for the shdrat t

are exempt from the obligation of admission refénein Article 317 (9), to submit an applicatiar f

their admission to trading on the official markeds, later than one year after their issue or whewy th
become freely negotiable.

Obligations of the issuer whose securities are adtted to trading on the regulated market
Article 327

(1) An issuer whose securities are admitted toinigadn the regulated market has the obligation to
provide a stock exchange with all information whiblk stock exchange considers appropriate for the
protection of the investor and ensuring the smogptration of the market.

(2) Where the protection of the investor or the sthooperation of the market requires so, a stock
exchange may require that the issuer makes pufiicnnation referred to in paragraph 1 of this
Article, whereby it shall determine the form andeilimits for the publishing of information.

(3) Should the issuer fail to make public informatipursuant to paragraph 2 of this Article, a stock
exchange shall make public that information, upavirig received a statement from the issuer.

(4) A stock exchange shall make public the fact #maissuer fails to fulfil its obligations whicksult
from the admission to a regulated market pursuatite provisions of this Title of the Act.

Article 328

(1) A stock exchange has the obligation to estabiind implement clear and transparent rules
regarding admission of financial instruments taliimg on the regulated market which it operates.

(2) The rules set out in paragraph 1 of this Aetiehsure that only those financial instruments bey
admitted to trading on the regulated market thditigain which may be fair, proper and efficient,
while transferable securities may be admittedaditrg only if they are freely negotiable.

(3) In the case of derivatives, the rules set oyidragraph 1 of this Article must ensure in paléc
that only those derivative instruments may be agahito trading that were created in the manner
which provides for the prices to be set properlyal as for the existence of an efficient settlame



Obligations of a stock exchange regarding the finamal instruments admitted to trading
Article 329

(1) A stock exchange has the obligation to checla eagular basis whether the financial instruments
admitted to trading on the regulated market whishoperates comply with the conditions for the
admission set out in this Act, the ordinances agthpiursuant to this Act, and the acts of the stock
exchange referred to in Article 294 of this Act.

(2) A stock exchange has the obligation to esthldisd implement effective procedures for checking
whether the issuers of transferable securitieq, ah@ admitted to trading on the regulated market
which it operates, comply with the provisions sat m this Act and with the regulations adopted
pursuant to this Act with regard to the informattbe publication of which is required pursuanthe t
provisions of this Act.

(3) A stock exchange shall establish proceduresaarashgements to facilitate access by its members
to the data and information that are made publisymant to this Act and regulations adopted pursuant
to this Act.

(4) The Agency may, by means of an ordinance, plesthe procedures which a stock exchange,
pursuant to paragraph 2 of this Article, has thiggabon to establish and implement when assessing
whether an issuer of negotiable securities admitteal regulated market which it operates, complies
with the provisions set out in this Act and witte ttegulations adopted pursuant to this Act witlardg

to the information which the issuers are requitedhike public and measures and procedures which a
stock exchange, pursuant to paragraph 3 of thiglésthas the obligation to establish in order to
facilitate access of its members to the data afudriration that are published pursuant to this Axt a
with regulations adopted pursuant to this Act.

Suspension and removal of financial instruments frm trading
Article 330

(1) A stock exchange has the obligation to suspikedrading or remove a financial instrument from
trading without delay on the basis of an Agencgsislon referred to in Article 341 (4) of this Act.

(2) A stock exchange has the obligation to rendeleeision to suspend the trading or remove a
financial instrument from trading when the protectiof the investor requires so, or when such a
financial instrument no longer complies with théesuof the stock exchange.

(3) A stock exchange shall not suspend the tradmgemove a financial instrument from trading,
pursuant to paragraph 2 of this Article, if suclsuspension or removal would be likely to cause
significant damage to the interests of the investdo the proper functioning of the market, of ahi
the stock exchange has the obligation to informAgency without delay.

(4) A stock exchange has the obligation to infolra Agency and the public without delay of its
rendering of the decision referred to in paragrjoifi this Article.

A stock exchange making a decision to suspend ommeve from trading

Article 331



(1) Unless otherwise stipulated by this Act, thevisions of the General Public Administrative
Procedure Law are applied appropriately to a stxthange's deciding to suspend or remove a
financial instrument from trading on a regulatedkea

(2) The decision referred to in paragraph 2 of #rticle is final and a complaint may be filed wite
administrative court against it.

(3) A stock exchange has the obligation to notiky Agency of any decision referred to in paragraph
of this Article and to make it public on its welbesi

A decision to withdraw securities from listing on aregulated market
Article 332

(1) The General Assembly of a issuer whose regidteffice is situated in the Republic of Croatia an
whose securities are admitted to trading on thela¢égd market in the Republic of Croatia or in an
another Member State, may render a decision todvatk the shares or other proprietary securities
from listing on a regulated market.

(2) The decision referred to in paragraph 1 of #hicle is rendered by votes that represent adtlea
three quarters of the base capital representegeaGeneral Assembly when rendering the decision.
The statute may also prescribe a higher majoritydndering such a decision.

(3) The publishing of a withdrawal from listing @nregulated market, being an item on the General
Assembly's agenda, is proper only when it alsouohes an irrevocable statement of the company by
which the company commits to buy out the shares fatl the shareholders who vote against such a
decision at a fair price.

(4) The decision of a withdrawal from listing onregulated market must state the firm, the head
office, the data regarding the security, and otiz¢a necessary for the implementation of the datisi

(5) Each shareholder of the company who voted agé#ie decision of a withdrawal from listing on a
regulated market may require from the companyttcompany takes over his shares at a fair price.
The shareholder who did not participate in the @egpe General Assembly for the reason of the
General Assembly not having been convened in agprapd timely manner also has the same right.

(6) The decision of a withdrawal of securities frbsting on a regulated market may not be disputed
on the grounds of the financial compensation fag #hares not being fair. The claim of the

shareholders expires by limitation within two mantihom the day of the decision of a withdrawal

from listing on a regulated market being entered acourt register.

(7) The decision of a withdrawal from listing omesgulated market is entered into a court regigstdr a
becomes effective:

1. where the decision was adopted by a majorithdrighan nine tents of the votes required, on the
day of the decision being entered into a courtstegi except where it was determined by the detisio
that it becomes effective only after a certain@ef time has passed since the decision beingezhte
into a court register,

2. in all other cases, within 6 months from the dathe decision being entered into a court registe

(8) The company must, following the decision on ithdrawal from listing on a regulated market
being entered into a court register, inform theutagd market by submitting the decision on a



withdrawal from listing, from which the shares $ha withdrawn from listing on the first working
day following the day on which the decision becafiective.

(9) The average price of the shares realized @gyalated market, calculated as a weighted average o
all prices realized on a regulated market withia tburse of three months preceding the rendering of
the decision of a withdrawal from a regulated madteall be considered a fair price referred to in
paragraph 5 of this Article.

Chapter 5

Obligation to make trade data public

The obligation to make public the bid and offer daa
Article 333

(1) A stock exchange has the obligation to makdipwhrrent bid and offer prices and the depth of
trading interests regarding the shares admittedregulated market which is regulated by it.

(2) The data referred to in paragraph 1 of thischetmust be available to the public on a contirsiou
basis during normal trading hours, on reasonabiemercial terms.

(3) A stock exchange has the obligation to makdipuorrent bid and offer and the depth of trading
interests, regarding the shares admitted to a aiggimarket which is regulated by it, pursuant to
Articles 17, 29, 30, and 32 of the Regulation N282/2006, on reasonable commercial terms and on a
continuous basis during normal trading hours.

Article 334

(1) The Agency may, at a request made by a stockamge, waive the obligation for the stock
exchange to make public the data referred to irclkr833 of this Act, based on the market model or
the type and size of the order, under the conditget out in the ordinance in Article 336 of thistA
The waiver of the obligation to publish relatesparticular to transactions that are in larger ialec
compared to normal market size prescribed for iddia shares or classes of shares.

(2) The Agency may, at a request made by a stockamge, waive the obligation for the stock
exchange to make public the data referred to irckr833 of this Act, in accordance with Articled 1
to 20 of Regulation No 1287/2006, based on the etariodel or the type and size of the order. The
waiver from the obligation to make public the infation referred to in Article 333 in particular
relates to transactions that are large in scalepaoed with normal market size for individual classe
of shares.

The obligation to make public the data on transactins
Article 335
(1) A stock exchange has the obligation to, witgard to the transactions involving the shares

admitted to a regulated market which it operateskanpublic the price, volume and time of the
transactions executed on the system of a reguhaéeklet which it operates.



(2) A stock exchange has the obligation to makelipube data referred to in paragraph 1 of this
Article as close to real-time of the execution asgible and on reasonable commercial basis.

(3) With regard to the transactions involving tHer®s admitted to a regulated market which it
operates, a stock exchange has the obligation e rpablic the prices, volume and time of the
transactions executed, as close to real-time oéxeeution as possible and pursuant to the prassio
of Articles 27, 29, 30, and 32 of the Regulation li#87/2006, on reasonable commercial basis.

Article 336

(1) The Agency may issue a prior authorization siark exchange for a deferred publication of the
data referred to in Article 335 of this Act, depimdon the type or the size of transactions. The
authorization for a deferred publication of theadialates in particular to the transactions thataige

in scale compared with normal market size for #tare or that classes of shares, pursuant to the
ordinance referred to in paragraph 5 of this Aeticl

(2) Where the Agency, pursuant to the provisiondrtitle 1 of this Act issues a prior authorizatitn

a stock exchange for a deferred publication ofthta, the stock exchange may, depending on the type
or size of the transaction, defer the publicatibthe data referred to in Article 335 of this Adthe
stock exchange has the obligation to disclose thesipility of deferred publishing of the data on
transactions to market participants and the inmggiublic.

(3) The Agency may issue a prior authorization &iatk exchange for a deferred publication of the
data referred to in Article 335 of this Act, depemdon the type or the size of transactions. The
Agency shall issue the authorization when the d@rdi set out in Article 28 of the Regulation No.

1287/2006 are fulfilled. The stock exchange hasothiegation to disclose the possibility of deferred

publishing of the data on transactions to markeigpants and the investing public.

(5) The Agency shall prescribe, by means of annamtie:

1. the range of bid and offers or designated mariater quotes, as well as the depth of the matket a
those prices, the publication of which is obliggtor

2. the size or type of the orders for which theagatilon to disclose the data prior to trade refitein
Article 333 of this Act may be waived pursuant tdiéle 334 of this Act,

3. the market model for which the obligation toctbse the data prior to trade referred to in Aeticl
333 of this Act may be waived pursuant to Articd3f this Act, and in particular the applicability
the of obligation to trading methods,

4. the content of the data on trades which a stackange has the obligation to make public,

5. the conditions under which a stock exchange prayide for deferred publication of the data on
trades,

6. the criteria which a stock exchange has thegatitin to take into account when determining the
transactions for which deferred publication is @&kal in view of the size of the transactions or the
type of shares traded.

Article 337
(1) A stock exchange may enable access to thersystemploys for making public the data pursuant

to Articles 333 and 335 of this Act also to investrhfirms that have the obligation to publish tla¢ad
pursuant to Articles 102 and 114 of this Act.



(2) When a stock exchange enables access to thersysr making public the data to investment
firms, pursuant to paragraph 1 of this Articleh#s the obligation to do so under non-discriminator
rules and on reasonable commercial basis.

Article 338
Notwithstanding the provisions of Articles 333 &@8b of this Act, a stock exchange may provide for
real-time or deferred publication of the data od bnd offers and/or transactions executed on a
regulated market which it operates in so far asitha the interests of the investors and basethen
type of transactions on a regulated market.

Chapter 6

Supervision of a stock exchange and trading on agelated market

Supervision of a stock exchange
Article 339
(1) The Agency is competent for the supervisioa sfock exchange.
(2) Within the meaning of this Act, the supervisiaiferred to in paragraph 1 of this Article means
checking whether a stock exchange operates in ooitfowith this Act, with the regulations adopted
pursuant to this Act and with its own acts.
(3) The Agency performs the supervision of a siahange by means of:

1. monitoring, collecting and checking the data aatifications made public,

2. monitoring, collecting and checking the repoartsich market participants have the obligation to
submit to the Agency within the prescribed timeitgnunder this or any other Act,

3. monitoring, collecting and checking the reportstifications and data obtained at the Agency's
request, as well as the data and information frrercssources,

4. reviewing the operation of a stock exchangepardons referred to in paragraph 6 of this Article.
(4) The Agency may decide on the following contridasures regarding a stock exchange:

1. issue a public warning,

2. order that the violations and irregularitiesabished be eliminated, or that the implementatbn
the provisions of general or individual acts be adel or suspended, or that new general and
individual acts be drafted.

3. withdraw the authorization.

(5) When the Agency considers it necessary forgpetihg the supervision referred to in paragraph 1
of this Article, it is authorised to request thaé tfollowing persons submit reports and information
and to perform a review of financial records andibess documentation:

1. the persons which are closely related to a st@ckange

2. the persons to which a stock exchange has @&naedfsignificant business processes



3. the holder of a qualified share of a stock ergea
(6) When the Agency establishes that a market ¢pefiaam a Member State which enabled remote
access in the Republic of Croatia infringed thevsions of this Act, or the regulations of the Mesnb
State in which its head office is situated, adoptéith the purpose of implementing the Directive
2004/39/EC into national legislation, it has thdigation to notify a competent body of the Member
State in which the head office of that market ofmeran a regulated market is situated of the case.
(7) Should the market operator with a remote acitesse Republic of Croatia continue operating in a
manner in which the interests of the investorsha Republic of Croatia or proper trading on a
regulated market are obviously jeopardized, then&gemay, pursuant to a prior notification to the
competent body of the Member State, issue to thatator measures necessary for the protection of
the interests of the investors and the proper fonictg of the market, also including a remote asces
barring.
(8) The Agency shall without delay notify the Eueap Community of the measure referred to in
paragraph 7 of this Article.

Withdrawal of authorization

Article 340

The Agency may withdraw the authorization issued sbock exchange in case:

1. it no longer complies with the conditions unddrich the authorisation was issued,

2. it seriously and systematically infringes thevpsions of this part of the Act and of the ordioes
adopted pursuant to them,

3. the authorization was issued on the basis séfdata.

Supervision of trading on a regulated market
Article 341

(1) The Agency is competent for the supervisiotrading on a regulated market.
(2) The Agency performs the supervision of tradimga regulated market for the purpose of ensuring
proper and regular trading on it, and with a vievestablish whether there are any market partitspan
whose conduct on a regulated market representsirakse.
(3) The Agency performs the supervision referrethtihis Article by means of:
1. monitoring trading on a regulated market,

2. monitoring, collecting and checking the publdidata and notifications

3. monitoring, collecting and checking the repevtéch the market participants have the obligatmn t
submit to the Agency under this or any other Act,

4. monitoring, collecting and checking the docuradoh, notifications and data obtained at the
Agency's special request, as well as the datardadmation from other sources.



5. reviewing the operation of a stock exchangesammrvising the trading performed by the members
of a stock exchange,

6. issuing control measures to the operators sutgestipervision under this Act.

(4) In addition to the control measures set outhie provisions of this Act, which the Agency is
authorised to issue to market participants, thendgamay, in so far as it is necessary for the psgpo
of protection of the investors or ensuring normad aegular trading on a regulated market, suspend
the trading in a financial instrument or removeiraifficial instrument from trading on a regulated
market by means of a decision.

(5) The suspension referred to in paragraph 4isfAhicle expires with the expiry of the term seit

in the decision referred to in paragraph 4 of fhiscle or upon submitting evidence from which the
Agency shall establish that the conditions due hactvthe suspension was issued no longer exist.

(6) When the Agency issues the decision of a sissperor removal of a financial instrument from
trading, it shall publish it to the public it witbbdelay.

(7) Where a financial instrument referred to inggmaph 4 of this Article is traded in on a regulate
market in a Member State, the Agency has the didigao notify the competent body of that Member
State of the decision of a suspension of trading iof a removal of the financial instrument.
(8) Where a financial instrument is traded in oregulated market of an another Member State, the
Agency has the obligation to issue the control messreferred to in paragraph 4 of this Article
provided that the same control measure was issyeddompetent body of the other Member State,
except in case when such a measure would causegdaimahe interests of the investors or proper
functioning of a regulated market.
(9) The provisions of paragraphs 1 to 8 of thisdtare also applied accordingly to the superisio
of trading on an MTF.

PART THREE

Public offer of securities and publication of presabed information
Title |
The Prospectus
Article 342

(1) The provisions of this Title are not applicatie
1. Units issued by collective investment undertgkiother than the closed-end type
2. Debt securities that were issued by:

a) the Republic of Croatia or an authority of logal’ernment and self-government,

b) Croatian National Bank, Croatian Bank for Ret¢arddion and Development, and the Croatian
Privatization Fund,

c) a Member State or one of a Member State's ragmrlocal authorities,



d) international bodies of which one or more Menfb&tes are members,
e) the European Central Bank or the central bahiseoMember States;
3. Shares in the capital of the central banks @Mlember States;

4. Securities, the fulfilment of the obligationswlhich is unconditionally and irrevocably guarawtee
by a Member State or by one of a Member Stateismabor local authorities;

5. Debt securities issued in a continuous or rggkeatanner by credit institutions under the conditio
that these securities:

- are not convertible or exchangeable securitiesibordinated securities

- are not securities that give their holder a righsubscribe to or acquire other types of seesriénd
that they are not linked to a derivative finandaistrument;

- represent certificates of the receipt of monetasgets as a deposit which is repayable within a
determined time period at a request made by thesitep of the assets,

- contain a claim of the holder which is coveredabgieposit guarantee scheme pursuant to Directive
94/19 EC,;

6. securities which are included in a public offehere the total consideration of the offer is lgsm
2,500,000 euro, which limit shall be calculatedrewvgeriod of 12 months;

7. Debt securities issued in a continuous or regeatanner by credit institutions where the total
consideration of the offer is less than 50,000,800, which limit shall be calculated over a peradd
12 months, provided that these securities:

- are not convertible or exchangeable securitiesibordinated securities,

- are not securities that give their holder a righsubscribe to or acquire other types of seasriéind
that they are not linked to a derivative finanamstrument;

(2) By way of derogation from paragraph 1 of thidide, in the cases referred to in paragraph 1 (2)
(4), (6) and (7), an issuer, an offeror or a persabmitting the application for admission to a
regulated market is entitled, at its own choicedri@aw up the prospectus pursuant to the provisibns
this Title of the Act.

Definitions

Article 343

For the purposes of the provisions of this Title thllowing definitions apply:

1. Securities means all types of negotiable seesrivith the exception of money market trading
instruments having a maturity of less than 12 manth

2. Negotiable securities means:

a) shares or other securities equivalent to shahésh represent a share in capital or in sharehslde
rights in a company, as well as the certificatesltares deposited,



b) bonds and other types of securitised debts, ialdading a certificate on deposit related to such
securities,

c) Any other security that gives the right to itdder to:

- acquire or sell negotiable securities by a uerktdeclaration of will, or

- the right to demand a cash payment in an amodmthms determined in view of the value of
negotiable securities, foreign currency exchange raterest rates or yield, commodity, or in viefv
any other index or factor,

3. Proprietary securities means:
a) shares,

b) other securities equivalent to shares whichesgmt a share in capital or in shareholders' rights
legal entity,

c) other negotiable securities that give the righits holder to acquire, by a unilateral declanatof
will, a security from subparagraphs a) and b) (inefeer: Base security), the issuer of which ishat
same time also the issuer of the Base security entity that belongs to the same group as theilissu

4. Debt securities means all securities which ateroprietary securities

5. Offer of securities to the public or a publidesfmeans any notification given in any form and by
any means, which contains sufficient informationtloa conditions of the offer and on the securities
that are offered, so as to enable an investor ¢idddo purchase or to subscribe to these seauritie
This definition also includes the placing of seties through financial intermediaries.

6. Qualified investors means:

a) legal entities, that are authorised by a releeampetent body or are subject to supervision on a
regulated market, including:

- credit institutions,

- investment companies,

- other regulated financial institutions,

- insurance companies, collective investment ua#targys and their management companies, pension
funds and their management companies,

- dealers in commodities and commodity derivatives,

- companies that are not authorised or subjectupmersision on a regulated market and whose

corporate purpose is solely to invest in securities

b) the Republic of Croatia and other countries atiomal or regional bodies, the Croatian National
Bank and central banks of other countries, intésnat and supranational institutions such as the
International Monetary Fund, the European CentahkB the European Investment Bank and other
similar organisations;

c¢) legal entities that fail to comply with at ledsto of the criteria set out in subparagraph 7hig t
Avrticle,

d) natural persons who are resident in the Repwoblieroatia, who were, at their own request, gréinte
the status of a qualified investor by the Agency.applying the principle of mutual recognition, the
authorisation of a competent body of an another ManState issued to natural persons who are
resident in the other Member State shall also begrized.



e) small and medium-sized enterprises, whose hiéme ¢ situated in the Republic of Croatia, that
were, at their own request, granted the statusafadified investor by the Agency. By applying the
principle of mutual recognition, the authorisatimfira competent body of another Member State issued
to the enterprises whose head office is situateshianother Member State shall also be recognised.

7. Small and medium-sized enterprises means coepanhich, according to their last annual
financial accounts or consolidated financial acesumeet at least two of the following conditions:

- an average number of employees during the fimhgear of less than 250

- a total balance sheet not exceeding 43,000,0a0 eu

- an annual net turnover not exceeding 50,000,000. e

8. Issuer means a legal entity which issues ond#do issue securities

9. Offeror means a legal entity or a natural pessbith offers securities to the public,

10. Offering programme means a plan which pernfies issuance of debt securities, including
warrants in any form, of theimilar type or class, in a repeated manner, during a fipe@eriod of
time.

11. Issuance of securities in a repeated mannensn@ issuance of securities in tranches or in at
least two issuances of securities of the samedyjptass within a 12 month period,

12. Home Member State means:

a) for the issuers whose head office is situatehiEU Member State, the Member State in which the
issuer's head office is situated.

b) for the issues of debt securities:

- whose denomination per unit amounts to at le@§iQleuro, or

- which give the right to acquire negotiable sdsior receive a cash amount as a consequence of
their being converted or the rights conferred nitbeing exercised, provided that the issuer afethe
debt securities is not at the same time the issudre underlying securities, or an entity belomgia

the same group.

the Member State in which the issuer's head officgtuated or where the securities shall be oehav
been admitted to a regulated market or where thepféered to the public, at the choice of the éssu
an offeror or a person which seeks admission. phivision is also applied adequately on debt
securities in a currency other than euro whereviddae of such denomination per unit is nearly
equivalent to 1,000 euro.

c) for all the issuers of securities from third ntries, to which the previous indent is not apfilea

the Member State in which the securities shallffered to the public for the first time or in whitie

first application for admission on a regulated neakhall be submitted, at the choice of the issuer,
offeror, or a person seeking admission. Where tmenMember State was in this manner chosen by
an offeror or a person submitting the applicationddmission, the Issuer has the right to subsdquen
election of the home Member State among the givembkr States.

13. Host Member State means the Member State iohadmi offer to the public is made or in which
the application for admission to a regulated matkesubmitted, when different from the home
Member State.



14. Approval means the positive decision of a cdengebody regarding the completeness of the
prospectus, including its comprehensibility andsistency.

15. Base prospectus means the prospectus whichiegsrdll relevant information, pursuant to the
provisions of Article 15 of this Act, concerningetlissuer or the securities that shall be offeretthéo
public or admitted to trading on a regulated markat, at the choice of the issuer, the final teofns
offering.

16. Guarantor means a person which guaranteelddiabilities of the issuer attached to a security

17. The admission to a regulated market meansdimsaion of securities to trading on a regulated
market.

18. Collective investment undertakings other thiam tlosed-end type mean collective investment
undertakings other than the closed-end type defiyetie provisions of Article 400 (2) of this Act.

19. Units of a collective investment undertakingsams units of a collective investment undertakings
defined by the provision of Article 400 (3) of thist.
Article 344

(1) A natural person meets the conditions for bejranted the status of a qualified investor when
having fulfilled at least two of the following comidns:

1. carried out several transactions of a significire on securities market at an average frequehcy
at least ten transactions per quarter over thequrswyear,

2. the value of the investor's portfolio exceed8,800 euro,

3. the investor has worked for at least one yeavarks in the financial sector, holding a professio
position which requires specific knowledge of s@®@s investment.

Article 345

(1) The Agency shall grant a legal entity, at its rexguthe status of a qualified investor and itsyentr
into the register of qualified investors providédittit establishes that the entity fulfils at le@sb of
the conditions set out in Article 343 (1) (7) oistiAct.

(2) The Agency shall grant a natural person, atrddgiest, the status of a qualified investor asd it

entry into the register of qualified investors po®d that it establishes that the person fulfilseast
two of the conditions set out in Article 344 (1)tbis Act.

The register of qualified investors
Article 346
(1) The Agency maintains the register of qualifiegestors in the Republic of Croatia.
(2) The Agency checks whether the legal entities matural persons fulfil the conditions for being
granted the status of a qualified investor anddpemtered into the register of qualified investairsd

makes its decision regarding the entry into théstegof qualified investors, as well as the derisof
removing a qualified investor's name from the regis



(3) The register of qualified investors contains thllowing:

1. small and medium-sized enterprises whose hdmg®fare situated in the Republic of Croatia, who
have acquired the status of qualified investors,

2. natural persons who are resident in the Repudli€roatia, who have acquired the status of
qualified investors,

(4) Small and medium-sized enterprises that ftitfd conditions prescribed by this Act, and natural
persons who fulfil the conditions prescribed bysthAict, acquire the status of a qualified investpr b
being entered into the register of qualified ineest

(5) The register of qualified investors must camttiie data on the basis of which a person may be
identified beyond doubt, at least the first and st name of a natural person, and the firm aed th
head office of a legal entity.

(6) A person entered into the register of qualifiedestors may request that the Agency removes it
unconditionally from the register of qualified irsters.

Article 347

(1) The Agency shall issue a written certificatgamling the status of a person registered as a
qualified investor to that person at its request.

(2) The Agency shall provide each issuer with agdesthe data regarding the persons registered as
qualified investors, and, at the issuer's requestll also issue a certificate of that status miggrthe
persons registered as qualified investors.
(3) The Agency shall adopt an ordinance by whickhiall regulate the manner of maintaining the
register of qualified investors in detail.

The subscription and payment of securities througla regulated market

Article 348

(1) Where the subscription of securities in a publifer is executed through a regulated market, the
subscription must be executed by persons who arsugnt to the provisions of this Act, authorised t
provide:
1. investment services referred to in Article 5(@)and (7) of this Act, or

2. auxiliary services related to investment sewviederred to in subparagraph 1,

and who are authorised to perform the tasks relatddthe subscription of securities in a particula
public offer by the issuer himself.

(2) The payment of securities in the cases refawead the previous paragraph, may be made through

persons referred to in the first paragraph or thhoother persons authorised to perform payment
transactions pursuant to the provisions of sepyete

Obligation to publish the prospectus



Article 349
(1) No public offer of securities is allowed withtime territory of the Republic of Croatia unlessadid
prospectus was published with regard to the offergo publishing the offer, except in the cases
expressively prescribed by this Act.
(2) No admission of securities to a regulated ntarkeallowed in the Republic of Croatia unless a

valid prospectus was published with regard to threiasion prior to the admission, except in the gase
expressively prescribed by this Act.

Article 350
It is not allowed to publish the prospectus prmhaving been approved pursuant to provisionsisf th
Act.
Exceptions from the obligation to publish the prospctus regarding a public offer

Article 351

(1) By way of derogation from the provision of Até 349 (1) of this Act, a public offer of seclegi
is allowed without prior publication of the prospexin the following cases:

1. an offer of securities addressed solely to §jadlinvestors,

2. an offer of securities addressed to fewer ttf@hriatural persons or legal entities per MembeteSta
other than qualified investors,

3. an offer of securities addressed to investore atquire securities for a total consideration tof a
least 50,000 euro per investor, for each sepaftde o

4. an offer of securities whose denomination péramounts to at least 50,000 euro,
5. an offer of securities with a total considematiof less than 100,000 euro, which limit shall be
calculated over a period of 12 months.

6. a public offer of shares issued in substitutionshares of the same class already issued, if the
issuing of such new shares does not involve amgase in the base capital of the company,

7. a public offer of securities in connection withakeover by means of an exchange offer, provided
that a document is available containing informatignich is regarded as being equivalent to the
information contained in the prospectus,

8. a public offer of securities which shall be @##d in connection with a merger, provided that a
document regarding the securities is available aoimg information which is regarded as being
equivalent to the information contained in the pexgus,

9. the shares which are:

- allotted to the existing shareholders, based rotinerease in the base capital from the company's
assets, or

- offered or shall be allotted in other cases wdRisting shareholders free of charge, or as éidd
paid out, under the condition that the shares bihe@fsame class as the shares that grant thetoight



further shares, and that a document is made alaitaimtaining information on the number and nature
of the shares and on the reasons for and detasisabf an offer,

10. securities which the issuer, whose securitza® lalready been admitted to trading on a regulated
market, or an undertaking affiliated with the issudfers or shall offer to former or existing meend

of the board or employees of the issuer, providet & document is made available containing

information on the number and nature of the shanelson the reasons for and details of such an, offer

11. an offer of securities addressed to fewer t@hnatural persons or legal entities in the Reapubl
of Croatia, other than qualified investors,

(2) Any subsequent offer of securities which werevjppusly mentioned as exceptions from the
obligation to publish the prospectus in paragragh)1(2), (3), (4), (5), and (11) shall be regards a
separate offer and the Offeror has the obligatiopublish the prospectus with regard to that affer
the provisions of this Act prescribe the obligattorpublish the prospectus regarding such an offer.

»(3) If the placement of securities is conductedtigh financial intermediaries, there shall be
no obligation to publih a prospectus if conditidngo 5. of para 1. of this article are met.

Exceptions from the obligation to publish the prospctus at the admission to a regulated market
Article 352

(1) By way of derogation from the provision of Atg 349 (2) of this Act, the admission of secusitie
to a regulated market in the Republic of Croatialliswed without prior publishing of the prospegtus
when the application for admission is made in respe

1. shares which, over a period of 12 months, remtdess than 10 % of the total number of shares of
the same class which have already been admittix teame regulated market,

2. shares issued in substitution for the alreadstiey) shares of the same class, which have already
been admitted to the same regulated market, uhderandition that the issuing of these shares alid n
cause an increase in the base capital of the issuer

3. securities which were offered in connection véttakeover by means of an exchange offer, under
the condition that a document is available contgjninformation which is regarded as being
equivalent to the information contained in the pexgus.

4. securities which shall be allotted in the pragedof a merger, under the condition that a docimen
Is available containing information which is regeddas being equivalent to the information contained
in the prospectus.

5. shares which are:

- allotted to the existing shareholders, on theisba$ an increase in the base capital from the
company's assets, or

- offered or shall be allotted in other cases wdRisting shareholders free of charge, or as éidd
paid out, under the condition that the shares bthefame class as the shares that grant thetoight
further shares, and that a document is made alaitaimtaining information on the number and nature
of the shares and on the reasons for and detadlsobf an offer,

6. securities which the issuer, or an undertakifidjaded with the issuer, offers or shall offer to
former or existing members of the board or empleyafehe issuer, provided that a document is made



available containing information on the number aature of the shares and on the reasons for and
details of such an offer, and that the securitiethe same class have already been admitted to the
same regulated market

7. shares which resulted from the conversion ohamge of other securities or from exercising the
rights conferred by other securities, provided thatsaid shares are of the same class as thes gifare
the issuer which have already been admitted toettpelated market.

Article 353

(1) By way of derogation from the provision of Atg 349 (2) of this Act, the admission of secusitie

to a regulated market in the Republic of Croatialiewed without prior publishing of the prospectus

in case the application for admission is made speet of securities which have already been adinitte
to an another regulated market, subject to theviatig conditions:

1. that these securities of the issuer or the gexiof the same class have been admitted to anoth
regulated market for more than 18 months, and gards the moment of their first admission to a
regulated market, they were:

- admitted to a regulated market after the datendfy into force of Directive 2003/71/EC, and their
admission was associated with an approved prospedtich was made public in conformity with the
provisions of the Directive, or

- admitted to an another regulated market, in #mgod between 30 June 1983 and the day of entry
into force of Directive 2003/71, and the listingri@ulars and quotations were approved pursuant to
the provisions of Directive 80/390/EEC or Direct®@01/34/EC;

2. that the issuer fulfilled all the obligationstiwiregard to the admission to that other regulated
market;

3. a person submitting the application for admissias drawn up a summary of the prospectus, in the
Croatian language, approved by the Agency purgoahe provisions of this Act;

4. that the document referred to in subparagraplasspublished in conformity with the provisions of
this Act on making the prospectus public;

5. that the contents of the document referred subparagraph 3 conforms to the provisions of Aatic
356 of this Act, and contains an instruction ralate where the investors may obtain the most récent
published prospectus with regard to these secsiriie well as an instruction related to where the
financial information on the issuer, which were lmlied in accordance with the obligations of
disclosing information relevant for the issuer, ni@yobtained.

Notifications to the Agency regarding the applicaton of exception
Article 354
The Agency may, in the course of supervision, negtie issuer, an offeror or a person submittireg th

application for admission of securities to a retedamarket, to notify the Agency of the applicatain
an exception referred to in Articles 351, 352, 868 of this Act.



The prospectus
Article 355

(1) the prospectus must contain all informatiokjrtg into consideration the nature of the issuat an
of the securities, that shall be offered to thelipubr admitted to a regulated market, necessaram
investor to make the assessment of:

1. the assets and liabilities, the financial positiprofit and loss, the prospects of the issuer, o
guarantor, and

2. the rights attaching to such securities.

(2) The information contained in the prospectus tnngs accurate and complete and the prospectus
must be coherent.

(3) the prospectus must be clear and comprehensibtethe information in the prospectus must be
presented in an easily analysable manner.

(4) the prospectus must contain information onigeaer, information on the securities which shall b
offered to the public, or admitted to trading teegulated market, and a summary of the prospectus.

(5) In the case of the prospectus that relatehdcatimission to a regulated market of debt seesriti
having a denomination per unit of at least 50,00® eit is not required to contain a summary of the
prospectus.

(6) In the case referred to in paragraph 5 of Hriscle, the prospectus must contain a summary if
admission is sought of such an issue of debt dexsuto regulated markets of several Member States
and the Member States require for the prospecave A summary included.

A summary of the prospectus
Article 356

(1) The summary of the prospectus shall, in a briahner and in non-technical language, convey the
essential characteristics and risks associatedthdtiissuer, guarantor and the securities thensélve
the language in which the prospectus was origirdtyvn up.

(2) The persons who drew up the summary, also diratuthe translation thereof, as well as the
persons who applied for its notification, have @tjaand several and unlimited liability for the
damages caused by the summary if it is misleadmagcurate or inconsistent when read together with
the other parts of the prospectus.

(3) The summary of the prospectus must containraingt
1. that it should be considered an introduction the prospectus,

2. that each decision on an investment must badl@san investor's assessment of the prospectus as
whole,

3. that an investor shall, in the case of a clamth jadicial proceedings with regard to the inforimat
contained in the prospectus, provide and bear tisé af the translation of the prospectus into the
official language of the court before which the q@dure is brought and bear the cost of the
translating,



4. that the persons who drew up the summary, alsloding the translation thereof, as well as the
persons who applied for its notification, have @ntjcand several and unlimited liability for the
damages caused by the summary if it is misleadiagcurate or inconsistent when read together with
the other parts of the prospectus.

Prospectus composed of a single document or of seg& documents

Article 357

(1) The issuer, offeror or person that submits dpelication for the admission of securities to a
regulated market may draw up the prospectus as:

1. a single document (prospectus composed of éesiagument)

2. several separate documents (prospectus compbsegarate documents)

(2) In the prospectus composed of separate docsrtfeminformation must be divided into:
1. a registration document, which contains therimfition on the issuer,

2. a note on the security, which contains the mftion on the securities that shall be offerechto t
public or admitted to a regulated market, and

3. a summary of the prospectus.

Base prospectus
Article 358
(1) The provisions of this Article are applied bhe tfollowing types of securities:

1. debt securities, also including warrants in #imgn, which are issued under an offering programme,
and

2. debt securities, which are issued by credittingins in a continuous or repeated manner, uttter
condition:

- that the sums deriving from the issue of the saiclrities, under the legislation applicable &nth
are placed in assets which provide sufficient cagerfor fulfilling all the obligations of the credi
institution of the issuer, which derive from thédssecurities until their maturity date, and

- that, in the event of the insolvency of the creastitution of the issuer, the sums referredrtdhe
previous indent are intended, as a priority, toayethe capital and interest falling due, without
prejudice to the provisions of a separate Act whigdulates insolvency, receivership and liquidation
of a credit institution.

(2) The issuer, offeror securities or person sufimgitthe application for admission of securities
referred to in paragraph 1 of this Article to auleged market may draw up the prospectus as the bas
prospectus which must contain all the informati@eessary pursuant to the provision of Article 355
of this Act, to the ordinance referred to in AicB60 (1) of this Act, additional information ineth
prospectus supplement where this is consideredssacepursuant to the provisions of Article 379 of
this Act, and the final conditions of the offer mayt need not be included, at the choice of thees



(3) The information contained in the base prospecust be supplemented, if this is considered
necessary, in conformity with the provisions regagdhe prospectus supplement referred to in Axticl
379 of this Act, by further information on the isswand on the securities which are to be offeratido
public or admitted to a regulated market.

(4) If the final terms of the offer are not inclutdan either the base prospectus or in the prospectu
supplement, the final terms must be provided testors, made public and submitted to the Agency,
as soon as practicable following the offer beinglenpublic, and if possible prior to the beginnirig o
the offer. In any such case, the provision of Aeti@61 (1) (1) of this Act is applied regarding tian-
disclosure of the information regarding the finaice and the amount of securities offered in the
prospectus. The final conditions of the offer ihase prospectus need not be made public in the same
manner as the base prospectus; however, they rausialde public in one of the manners set out in
Article 374 of this Act.

(5) When, in the case referred to in paragraph #hisfArticle, the Republic of Croatia does not éiav
the status of the home Member State of the isserfinal conditions of the offer must be submitted
to a competent body of a home Member State of ghaer, in conformity with the provisions of
paragraph 4 of this article of the Act.

(6) The base prospectus may not be drawn up ggtspectus composed of separate documents.

Responsibility attaching to the prospectus

Article 359

(1) Persons responsible for the accuracy and cdem@ss of the information contained in the
prospectus are:

1. the issuer and its members of the board andupervisory board, or its management board,

2. the offeror or the person submitting the appilicafor admission, if different than the issuer,
3. the guarantor with regard to the issuing, wizgnglicable

4. persons who assume liability for the accuraay @mpleteness of the information contained in the
prospectus, or parts of the prospectus

(2) the prospectus must contain the informationatinthe persons to which the responsibility is

attached for the accuracy and completeness ohtbemation contained in the prospectus. For natural
persons, the prospectus must contain their persmmk and their function in the legal entity which

participated in the drawing up of the prospectukilevfor legal entities their firms and registered

offices.

(3) The prospectus must contain a declaration rgd=ach of the persons responsible, referred to in
paragraph 1 of this Article, that, to the best lnéit knowledge, the information contained in the
prospectus are in conformity with the actual faats] that the facts that might affect the authéwtic
and completeness of the prospectus are not omitted.

(4) The persons referred to in the first paragrapibpparagraph 1. 2. and 3. have a joint and several
liability for the damages caused to an investoinmpmplete or inaccurate information contained in
the prospectus.



(5) The persons referred to in the first paragrapibparagraph 4. are liable only for damages caused
to an investor by incomplete or inaccurate infoioratin the part of the prospectus for which they
assumed the liability.

(6) The persons who drew up only the summary ofptspectus, including the translation of the
prospectus summary, have a joint and severalilialbihly for the damages caused by the summary if
it is misleading, inaccurate or inconsistent whegidrtogether with the other parts of the prospectus

Minimum information contained in the prospectus andthe rules of drawing up
Article 360

(1) The Agency shall adopt an ordinance on mininmfomrmation in the prospectus, on the model of
the prospectus and the publication of the prosgemtd the advertisements regarding the prospectus.

(2) The prospectus must be drawn up in conformith tihe provisions of the ordinance referred to in
the previous paragraph.

Omission of data on final price and amount of secuties offered
Article 361

(1) Where the final price and the amount of sem#itn a public offer can not be included in the
prospectus, the issuer, or an offeror has the aidig to:

1. disclose in the prospectus the criteria and iond under which the final price in the offer Btz
determined, or disclose the maximum final pricethie public offer, and disclose the criteria and
conditions under which the final amount of secesitoffered shall be determined, or

2. guarantee in the prospectus that the investave the right to withdraw the declaration of their
acceptance of the offer, or of their subscriptiérsecurities within two working days following the
day of publication of the final price and the ambohsecurities offered.

(2) In the case refereed to in the first paragraplthis Article, the issuer, or the offeror, ha® th
obligation to inform the Agency of the final prieed the amount of securities offered, and to make
the information public in conformity with the pr@ions regarding the manner in which the prospectus
is made public referred to in Article 374 (1) oistict, as soon as practicable.

(3) In the case refereed to in the first paragmaiptinis Article, when the Republic of Croatia ist ioe
home Member State, the issuer, or the offeror tha®bligation to inform the competent body of the
home Member State of the issuer instead of the égehnthe final price and the amount of securities
offered.

Omission of information with the Agency's authorisdion
Article 362

(1) At a request made by the Issuer, an offera person submitting the application for admissmn t
a regulated market, the Agency shall authoriseothission of data which the prospectus must contain
pursuant to the provisions of this Act and of thdimance referred to in Article 360 (1) of this Act
under the condition that:



1. the disclosure of such information would be canytto the interest of the public, or

2. the disclosure of such information might be@esly detrimental to the issuer, while it is néely
that the omission of such information would misleae public as regards the facts detrimental to an
informed assessment of the issuer, offeror, guaramtthe rights attached to the securities, or

3. the information is of minor importance for a cifie offer or admission of securities to a regatht
market, and is not such as will influence the assest of the financial position and prospects ef th
issuer, offeror or guarantor.

(2) The Agency may, by means of an ordinance, deter in more detail the criteria for fulfilling the
conditions from the previous paragraph of this éti

(3) When the information, which must be containedhe prospect pursuant to the provisions of the
ordinance referred to in Article 360 of this Act, extremely inappropriate to the issuer's sphere of
activity or to the legal form of the issuer or beetsecurities to which the prospectus relatesgaasof
such information the prospectus must contain offgenivalent information if such other information
exists.

(4) The Agency shall reach its decision regardimgrequest referred to in the first paragraph isf th
Article within seven working days from the day eteiving the request.

Validity of the prospectus, base prospectus and regiration document
Article 363

(1) the prospectus shall be valid for 12 montherats publication for the purposes of the offefs o
securities to the public or the admission to a letgd market, under the condition that the infororat

in the prospectus, where appropriate, updated siypplement to the prospectus, containing the latest
information on the issuer and securities whichldiebffered to the public or admitted to tradingap
regulated market.

(2) In the case of an offering programme, the lmespectus filed previously is valid for 12 months
after its publication.

(3) In the case of debt securities referred to iticke 358 (1) (1) of this Act, the prospectus &id
until no more of the securities concerned are d$u@ continuous or repeated manner.

(4) A registration document filed previously shiadl valid for 12 months under the condition that the
Issuer published the annual document containingptitdished information pursuant to the provisions
of Article 364 of this Act. The registration documethe securities note which is, where applicable,
updated by the latest information pursuant to Aeti866 (3) of this Act, and the summary of the
prospectus authorised by the Agency constitutdid peospectus.

Annual document containing information published
Article 364

(1) The issuer, whose securities were admittedriegalated market, must at least once a year create
and publish a document which contains or refergh# information that were published or made
available to the public by the issuer over the @dgny 12 months. This document must contain or
refer at least to the information which the isshas the obligation to disclose in his annual report
pursuant to the provisions of the Company Act, uedinformation which must be disclosed pursuant
to the provisions of Chapter 2 of this part of Aat, while the issuer may include other informatams



well. The annual document containing the publisidéairmation must be submitted to the Agency no
later than 20 working days from the day of publighof annual financial reports pursuant to Article
403 of this Act.

(2) The issuer, whose securities were admittedriegalated market, must at least once a year create
and publish a document which contains or refershto information that were published or made
available to the public on the territory of the Rblic of Croatia or of any other Member State or a
third country, fulfilling by doing so his obligatiounder laws and subordinate regulations of the
European Union, or a third country, which reguldtte sphere of securities, the issuers of securities
and securities markets. The issuers shall inclotbethe document at least the information requingd

the company law directives and Directive 2001/344Ghe European Commission, as well as the
Regulation number 1606/2002 of the European Pagliirand of the Council.

(3) Where the Republic of Croatia is the home Mantbete of the Issuer, the annual document
containing the information published must be fileih the Agency, no later than 20 working days
following the date of publication of annual finagalcieports pursuant to Article 403 of this Act.

(4) The obligation referred to in paragraphs larfj 3 of this Article is not applicable to the issiof
debt securities having a denomination per unitt ééast 50,000 euro.

(5) Where certain information is included in thenaal document containing the information
published by reference to other documents, it rhasdtated where the latter are made availableeto th
public.

(6) The Agency shall adopt an ordinance by whicthdll prescribe in detail the manner in which the
annual document containing the information publishmist be made public, as well as the terms of
publishing and submitting the document to the Agenc

Referring to information
Article 365

(1) The information may be incorporated in the pextus by reference to one or more documents
published previously or simultaneously with the gmectus, and that have been approved by the
Agency, or that were filed with the Agency in therrh of the annual document containing the
information published referred to in Article 364 tfis Act. The information incorporated in the
prospectus in this manner shall be the latestimdtion available to the issuer.

(2) The information may be incorporated in the pextus by reference to one or more documents
published previously or simultaneously with the gmectus, and that have been approved by the
Agency or a competent body of an another Membete Sthich is the home Member State of the
Issuer, or that were filed with the Agency or tlmenpetent body in the form of the annual document
containing the information published referred toAimicle 364 of this Act, or in accordance with the
regulations of the Member States into the legistatf which Directive 2003/71/EC and Titles IV and
V of Directive 2001/34/EC are introduced. The imf@tion incorporated in the prospectus in this
manner shall be the latest information availabléh&issuer.

(3) The summary of the prospectus may not incotponaformation by reference referred to in
paragraphs 1 and 2 of this Article.

(4) When the information is incorporated in the gpectus by reference to one or more documents
referred to in paragraphs 1 and 2 of this Artithee prospectus must also contain a clear general
overview of all the documents which contain sudbrimation, with a clear indication of which part of
an individual document contains the specific infation.



Specific rules for the prospectus composed of sefde documents
Article 366

(1) The issuer that already has his registraticcudent approved by the Agency, when the securities
are offered to the public or when the securitiesaaimitted to a regulated market, is required &wdr
up both the securities note and the summary gptbspectus.

(2) The issuer that already has his registraticcudeent approved by the competent body of the home
Member State, when the securities are offered eéoptiblic or when the securities are admitted to a
regulated market, is required to draw up both deristies note and the summary of the prospectus.

(3) In the case referred to in paragraphs 1 anfltRi® Article, a securities note must also conthi@
information that would normally be provided in thegistration document, if there has been a recent
development which could affect the investors' denissince the publication of the registration
document or the latest supplement thereto.

(4) In the case referred to in paragraphs 1 and this Article, the issuer must obtain a separate
approval for the security note and the summanhefgrospectus. The approval of the securities note
and the summary of the prospectus are subjecttpribvisions of this Title of the Act regarding the
approval of the prospectus appropriately.

(5) Where no decision was made regarding the issagplication for approval of a registration
document, and the issuer further submits the agupdic for the approval of the securities note dral t
summary of the prospectus, the subject of the ajpprshall be all the documents composing the
prospectus composed of separate documents, whathatbo contain all potential new information
referred to in paragraph 3 of this Article.

Approval of the prospectus
Article 367

(1) The Agency is competent for reaching the denisegarding the approval of the prospectus, the
registration document, the securities notes anduinemary of the prospectus related to the secsiritie
that shall be offered to the public or admitteé teegulated market in the Republic of Croatia.

(2) The Agency is competent for reaching the denisegarding the approval of the prospectus, the
registration document, the securities notes anddinemary of the prospectus related to the secairitie
of the issuer whose home Member State is the RipuablCroatia pursuant to the provisions of
Article 343 (1) (12) of this Act.

(3) The Agency is not liable for the authenticitydacompleteness of the information contained in the
approved prospectus.
Transfer of competence
Article 368

(1) The Agency may in certain cases transfer ithpmience for deciding on the approval of the
prospectus to a competent body of another Memlage Skith a consent of the body.

(2) The Agency may in certain cases assume competéar deciding on the approval of the
prospectus from a competent body of another Mer8hae, with a consent of the body.



(3) The transfer of competence pursuant to theigians of paragraphs 1 and 2 of this Article sball
notified by the Agency to the person submitting dipplication for approval of the prospectus within
three days from the date of the receipt of the ennsf a competent body of a Member State.

(4) The time limit for reaching the decision on tggproval of the prospectus in cases referred to in
paragraphs 1 and 2 of this Article applies from diate of the person submitting the application for
approval of the prospectus was notified of the gf@nof competence pursuant to the provisions of
paragraph 3 of this Article.

The person submitting the application for the appraal of the prospectus
Article 369

(1) An application for the approval of the prospectvith the purpose of offering securities to the
public may be submitted by the issuer, or by therof if different than the issuer.

(2) An application for the approval of the prospector the admission of securities on a regulated
market may be submitted by issuer or other peraghosised to submit the application for the
admission to a regulated market.

Article 370

The Agency shall by means of an ordinance presdtieeform, type and number of copies of
mandatory attachments to the application referaednt Article 369 of this Act as well as the
mandatory content of the application.

Time limit for reaching the decision on the approvaof the prospectus

Article 371
(1) The Agency shall reach a decision regardingagiidication for the approval of the prospectus and
notify the person which submitted the application the approval of the prospectus of its decision
within 10 working days from the receipt of a propeplication.

(2) In case the application for the approval of finespectus is made in respect of securities of the
issuer which previously issued no securities thatild be offered to the public or admitted to tradin
on a regulated market, the time limit set out imagaaph 1 of this Article shall be 20 working days
from the receipt of a proper application.

(3) Where the prospectus was not drawn up purdoahie provisions of this Title, or the application

is incomplete for other reasons, the Agency shihim 10 working days from the day of the receipt

of the application notify the person submitting #yeplication of the case and invite the person to
correct or amend the prospectus or the application.

(4) The Agency's note on the application being mglete or improper shall also contain a time limit
within which the prospectus, or the applicationsire corrected or amended.

(5) Should the Agency within the time limit set datparagraph 3 of this Article invite the person
submitting the application to correct or amend phaspectus or application, the time limit set aut i
paragraph 1 of this Article applies only from tregedon which the Agency receives the correction or
amendment provided that the person submitting pdiGation corrects or amends the prospectus or
application within the time limit.



The decision of the approval of the prospectus
Article 372

(1) The Agency shall, by means of a decision, appthe prospectus provided that the application for
the approval of the prospectus was submitted bruhorised person and that the prospectus was
drawn up in conformity with the provisions of tAigle of the Act.

(2) The Agency shall reject the application for #upgroval of the prospectus if the prospectus veas n
drawn up in conformity with the provisions of tfigle, and the person submitting the application fo
approval failed to amend the prospectus adequaiigthyn the time limit determined in the Agency's
note.

(3) The Agency shall also reject the applicationtfee approval of the prospectus in the following
cases:

1. where the prospectus is made regarding the offgecurities to the public and the decision of a
competent body of the issuer on issuing the seesitig invalid or no longer effective,

2. where the person submitting the applicatiohésissuer regarding which the Agency prescribed any
of the control measures, due to the infringementthe regulations pertaining to the rules of
transparency from Title 2 of this part of the Aahd the issuer failed to act in compliance with the
measure prescribed.

(4) The Agency shall by conclusion reject the aggilon for the approval of the prospectus in case:
1. the application for the approval of the prospeatas submitted by an unauthorised person,

2. the application is incomplete for reasons othan that of incompleteness and irregularitieshin t
prospectus, and the person submitting the appiicdtiled to amend the application within the time
limit determined in the note regarding amendments,

3. other preconditions for conducting the procedusenot met.

Obligation to publish the prospectus
Article 373

(1) Once the prospectus is approved, the issutaroofor the person submitting the application for
admission to a regulated market has the obligdtidite the prospectus in the electronic form witie
Agency, make the prospectus public pursuant tgtbeisions of Article 374 of this Act, and inform
the Agency on the manner of publication.

(2) The issuer, offeror or the person submitting #ipplication for admission to a regulated market
must carry out the obligation set out in paragrapi this Article at the latest at the beginning o
offer or the admission of securities to a regulatedket.

(3) By way of derogation from paragraph 2 of thidide, in the case of the prospectus relatingho t
initial public offer of a class shares which wemegously not admitted to trading on a regulated
market, and the admission of which is applied lerfirst time, the obligation set out in paragrapbf
this Article must be executed at least six workittays before the end of the time limit for the
acceptance of the offer.

(4) Once the prospectus is published pursuantdgthvisions of Article 374 of this Act, the issuer
offeror or the person submitting the applicationddmission to a regulated market has the obligatio



to, on the next working day, also publish a nadifien on the manner in which the prospectus was
made public, and where and in which manner thestove may obtain the prospectus, in a daily
newspaper that is regularly circulated on thetmnyiof the Republic of Croatia.

(5) The contents of the notification set out ingmaaph 4 of this Article must be in conformity with
Article 378 of this Act.

The manner of publishing the prospectus
Article 374

(1) The issuer, offeror or the person submitting dipplication for admission to a regulated market
executed the obligation to publish the prospectisrred to in Article 349 of this Act, when the
availability of the prospectus to the public is@nesl in one of the following manners:

1. by insertion in one or more newspapers circdldteoughout, or widely circulated within the
territory of the Republic of Croatia;

2. by insertion in one or more newspapers circdldteoughout, or widely circulated within the
territory of another Member State in which the s@i@s shall be offered to the public or in whidtet
application for the admission of securities to gutated market of that Member State shall be
submitted.

3. in a printed form to be made available, freelwdirge, to the public at the premises in which the
regulated market to which the securities shall thmitied operates, or at the premises of the head
office of the issuer and all the offices of theafitial intermediaries who perform the tasks relaved
the placing or selling the securities, includingipg agents;

4. in the electronic form on the official web sié the issuer, and on the web sites of financial
intermediaries, provided that they participaten@ procedure of offering the securities to the jgubl

5. in the electronic form on the official web sitiethe regulated market where the admission iststpug
6. in the electronic form on the official web sitethe Agency, if the Agency provides that service.

(2) The Agency shall publish on its official weltesihe list of all the prospects approved by itrahe
previous 12 month period. The list shall provide tiser with an access to the prospectus publismed o
the official web site referred to in subparagrapandl subparagraph 5 of the previous paragraph, in
case the prospectus was not published on theaiffi@b site of the Agency pursuant to subparagraph
6 of the previous paragraph.

(3) The Agency is authorised provide the issuefferars and persons submitting the application for
admission of securities to a regulated market, whih possibility to publish the prospectus on the
official web site of the Agency, at a price whidiai be determined by a special ordinance which may
be adopted by the Agency. This ordinance shallgpites in detail the conditions and manner of

publishing the prospectus on the official web sitthe Agency.

(4) The Agency shall prescribe additional condii@pplicable to the publishing of the prospectus by
means of an ordinance.



Article 375

The contents and the form of the published prosiseshd the supplement to the prospectus referred to
in Article 379 must be equivalent to the origindligh was approved by the Agency.

Specific rules for making public the prospectus coposed of separate documents
Article 376

(1) In the case of the prospectus composed of apdocuments and/or incorporating information in
the prospectus by reference, pursuant to Article 86this Act, the documents, or the information,
may be published separately, provided that theynaaee available to the public free of charge,
pursuant to the provisions of Article 374 (1) aktArticle.

(2) Each document referred to in paragraph 1 af Alnticle, must also contain a notice stating where
the documents comprising the prospectus may benelka

Specific rules for the prospectus published in thelectronic form
Article 377

(1) Where the prospectus is made available by gaidin in the electronic form, the Issuer, offeror
and the person submitting the application for adimrs to a regulated market, has the obligation to
deliver a paper copy of the prospectus to the iavdsee of charge, at the investor's request.

(2) Where the prospectus is made available by gaifodin in the electronic form, and the sellinglod t

securities to the public is carried out througlafioial intermediaries, aside from the persons meder
to in paragraph 1 of this Article, the financiatdrmediary also has the obligation to deliver agpap
copy of the prospectus to the investor free of ghaat the investor's request.

Advertisements
Article 378

(1) Any form of advertisements with regard to thieoof shares to the public or to the admission of
shares to a regulated market, must be in conforwitty the provisions of this Article.

(2) When, pursuant to the provisions of this Alg tbligation exists to draw up and make public the
prospectus, each advertisement relating to an offehares to the public or the admission of shares
a regulated market must indicate that the prospdtas been published, or that it shall be published
and also indicate where and in which manner thestors may obtain the prospectus.

(3) An advertisement shall be clearly recognisasesuch, and the information contained in it shall
not be inaccurate, and shall not be misleadingrestors. All the information in the advertisement
must be in conformity with the information in theoppectus, if the prospectus was already published,
or with the information which shall be includedthe prospectus if the prospectus is to be published
afterwards.

(4) Any information concerning the offer of seciadt to the public or the admission to a regulated
market, must be in conformity with the informaticontained in the prospectus, regardless of whether
it is disclosed in an oral or written form and netiess of whether it was disclosed for the purpafse
advertising.



(5) Where, pursuant to the provisions of this Alog obligation to draw up the prospectus and miake i
public does not exist, the issuer or offeror hasdhligation to disclose all the information rethte
the offer and disclosed to any single one of thaified investors, or special categories of investo
which the offer is addressed, to all of the quadifinvestors or special categories of investorstich

the offer is addressed.

(6) The information referred to in paragraph 5 o tArticle, disclosed with regard to the offer for
which the obligation exists to draw up the prospe@nd make it public pursuant to the provisions of
this Act, such information must be included in th@spectus or a supplement to the prospectus
pursuant to the provisions of Article 379 of thistA

Supplement to the prospectus
Article 379

(1) Where within the period between the time ofdberoval of the prospectus and the final closing o
the offer to the public, or the time when tradingaregulated market begins, a new fact ariseleor t
existence of an inaccuracy or incompleteness @bbkshed, relating to the information contained in
the prospectus, which may affect the assessmerseatrities, the issuer, offeror or the person
submitting the application for admission to a reged market, has the obligation to supplement the
prospectus by new, accurate and complete informaiio the form of the supplement to the
prospectus. The supplement to the prospectus rmusiino an instruction for the investors regarding
the rights set out in paragraph 7 of this Article.

(2) The issuer, an offeror or the person submittiregapplication for admission to a regulated marke
has the obligation to file the application for thegpplement to the prospectus to the Agency, without
delay, pursuant to paragraph 1 of this Article, atihch the supplement to the prospectus to the
application.

(3) The Agency shall approve the supplement toptiespectus within seven working days from the
receipt of the application for the supplement & irospectus, applying adequately the provisions
regarding the approval of the prospectus.

(4) Where the Republic of Croatia is not the homenier State of the issuer, the application for the
supplement to the prospectus is filed with and eygnl by a competent body of the home Member
State of the issuer, in which case the supplenaetiitet prospectus shall be considered approvedeby th
Agency.

(5) Upon approval, the issuer, offeror or the persobmitting the application for the supplement to
the prospectus has the obligation to make the supmpit to the prospectus public on the next working
day in the same manner in which the prospectusweake public.

(6) The summary of the prospectus, and the traasl#éhereof, must be supplemented in the manner
set out in paragraphs 1 to 3 of this Article, iktls necessary in view of the content of the seimgint
to the prospectus.

(7) The investors which agreed to purchase or bsaibe for the securities in a public offer prior
the publishing of the supplement to the prospedthall have the right to withdraw their acceptances
to purchase or to subscribe for the securitiesiwithe time limit set out in the supplement to the
prospectus, which shall not be shorter than twadkimgrdays after the publication of the supplement
to the prospectus.



Cross-border offers
Article 380

(1) The prospectus and the supplements to the @casp approved by a competent body of the home
Member State, in case the Republic of Croatia istim® home Member State, shall be valid as the
prospectus and the supplement to the prospectus\agapby the Agency pursuant to the provisions of
this Act, provided that the notification referreml in Article 381 of this Act was submitted to the
Agency, being the competent body of the host Mer&iate.

(2) If the prospectus and the supplement to thepactus referred to in paragraph 1 of this Article
contain inaccuracies or incompleteness, or if trgenky establishes the existence of new facts
referred to in Article 379 (1) of this Act, it shalotify the competent body of the home Member &tat

of the issuer of such an instance.

(3) If the Agency, being the competent body oftilbene Member State, receives a warning referred to
in paragraph 2 of this Article from a competent yoaif a host Member State, it shall request a
supplement to the prospectus pursuant to the pooa®f Article 379 of this Act.

Article 381

(1) In the case of the Republic of Croatia being lome Member State of the issuer, the Agency
shall, at a request made by the issuer, or thepeesponsible for the drawing up of the prospectus
submit a notification on the approval of the pragpe to a competent body of the host Member State,
which notification shall be accompanied by:

1. a certificate of approval of the prospectus,clvhtontains a certificate that the prospectus was
drawn up pursuant to the provisions of Directiv@2UJ1/EC,

2. a copy of the approved prospectus, and

3. a translation of the summary of the prospedfuthis is necessary pursuant to the provisions of
Article 382 of this Act, produced under the resploitisy of the issuer or the person responsible for
drawing up the prospectus.

(2) Where information is omitted from the prospsgbuirsuant to the provisions of Article 362 of this
Act, the fact shall be indicated in the certificedéerred to in paragraph 1 of this Article.

(3) If the application referred to in paragraphflihos Article was submitted simultaneously witketh
application for the approval of the prospectus, Algency shall send the notification referred to in
paragraph 1 of this Article on the next working daljjowing the approval of the prospectus, and in
other cases the Agency shall send the notificatithin three working days from the receipt of the
application referred to in paragraph 1 of this d€i

(4) Paragraphs 1, 2, and 3 of this Article are adequately applied to the notification on the
certificate of the supplement to the prospectus.
Use of language in the prospectus
Article 382

(1) If the Republic of Croatia is the home Memb&t& of the issuer, and the securities of the tssue
are offered to the public only within the territony the Republic of Croatia, or if the applicatifor



the admission of securities to a regulated mamdetes only to a regulated market in the Repulflic o
Croatia, the prospectus must be drawn up in that@mlanguage.

(2) If the Republic of Croatia is the home Memb&t& of the issuer, and the securities are offered
the public only in an another Member State, oh& application for admission to a regulated market
relates only to a regulated market in any other BemState, excluding the Republic of Croatia, the
prospectus must be drawn up either in a languagepéed by the competent bodies of those Member
States, or in a language customary in the sphargerhational finance.

(3) In the case referred to in the previous paragréhe Issuer, offeror or the person submittirg th
application for admission to a regulated market th@sobligation to draw up the prospectus in the
Croatian language or in a language customary irsfinere of international finance in the Agency's
decision-making process of approving the prospectus

(4) If the Republic of Croatia is the home Memb&t& of the issuer, and the securities are offered
the public within the territory of the Republic 6foatia and in an another Member States, or if the
application for admission to a regulated markemizde in respect of a regulated market in the
Republic of Croatia and in an another Member Statejssuer, offeror, or the person submitting the
application for admission has the obligation tordtg the prospectus in the Croatian language.dh th
case, the issuer, offeror or the person submittiegapplication for admission to a regulated market
must also draw up and make available to the padiqrospectus drawn up in a language accepted by
the competent bodies of the host Member State,noa ilanguage customary in the sphere of
international finance.

(5) If the Republic of Croatia is the host Membeat&, and the prospectus was not drawn up in the
Croatian language, the Agency may require fromisiseier, offeror or the person submitting the
application for admission to a regulated marketrémslate the summary of the prospectus to the
Croatian language.

(6) If an application for admission to a regulatedrket in a single or several Member States is made
regarding debt securities having a denominationypatr of at least 50,000 euro, the issuer or the

person submitting the application for admission tiees obligation to draw up the prospectus in a

language accepted by the competent bodies of theM@mber State, or in a language customary in
the sphere of international finance.

Third Countries
Avrticle 383

(1) Where, pursuant to the provisions of this Alsg Republic of Croatia is the home Member State
of issuers incorporated in a third country, the Wgemay approve a prospectus for an offer to the
public or for admission to trading on a regulateatket, drawn up in accordance with the legislation
of a third country, provided that:

1. the prospectus has been drawn up in accordaritte imernational standards set by the
International Securities Commission Organisati@SCO), including the disclosure standards;

2. the prospectus regarding the information itudels, including information of a financial nature,
meets the requirements that are equivalent tocitp@inements laid down in the provisions of this.Act

(2) While deciding on the approval of a prospeaeferred to in paragraph 1 of this Article, the
Agency shall observe the implementing measurestadam the basis of Article 20, paragraph 3 of
the Directive 2003/71/EU.



Supervisory Powers of the Agency
Article 384

(1) The Agency shall carry out supervision ovemgag out of the obligations provided for in this
Title with regard to an offer to the public or adsibn to trading on a regulated market of secugritie
the Republic of Croatia.

(2) Where the Republic of Croatia is the home Men&tate of the issuer, the Agency shall have the
powers to supervise carrying out the obligatiors/jgled for in this Title of the Act with regard &m
offer to the public or admission to trading on gulated market of securities.

(3) Where the Republic of Croatia is the host MemBtte of issuers, the Agency shall have the
powers to supervise carrying out the obligatior/jated for in this Title with regard to an offer ttee
public or admission to trading on a regulated miadtesecurities, within the framework defined in
Article 385 of the Act.

(4) The Agency shall carry out inspections in ortteverify compliance with the provisions of this
Chapter of the Act by issuers, offerors or persasking for admission to trading on a regulated
market as well as by other persons.

(5) The Agency shall supervise compliance withdh&gations provided for in the provisions of this
Title of the Act by:

1. receiving, collecting and verifying the infornmat published and the communications by persons
who are obliged to send them to the Agency pursteeathis Act,

2. inspecting the operations of issuers and tlaitrolling companies or subsidiaries,
3. issuing supervisory measures referred to inchkr386. of the Act.

Article 385
(1) Where the Republic of Croatia is the host Menfiate and the Agency finds that provisions of
this Title of the Act have been infringed upon hg tssuer or by the financial institutions in creacd
the public offer, the Agency shall inform the corngrg authority of the home Member State about
these infringements of the provisions of the Act.
(2) If, despite the measures taken by the competathiority of the home Member State or because
such measures prove to be inadequate, the pergorecketo in paragraph 1 of this Article persists i
breaching the provisions under this Title, the Agerafter informing the competent authority of the

home Member State, shall take such measures aseaessary to protect investors. Agency shall
inform the Commission of European Union of such sneas, as soon as possible.

Supervisory Measures
Article 386

(1) The Agency shall be authorized to adopt thimfghg supervisory measures:

1. require issuers, offerors or persons askingfbmission to trading on a regulated market to ohelu
in the prospectus supplementary information, & thinecessary for investor protection;



2. require issuers, offerors or persons askin@génission to trading on a regulated market to pl®vi
to the Agency communications, documents and infionaelevant for the inspection of carrying out
the obligations under this Title;

3. require auditors and managers of the issueeraffor person asking for admission to trading on a
regulated market, as well as financial intermed®dommissioned to carry out the offer to the mubli
or ask for admission to trading, to provide addigibinformation and communication relevant for the
inspection of carrying out the obligations undes fhitle of the Act;

4. suspend a public offer or admission to tradorgaf maximum of 10 working days if it has reasoaabl
grounds for suspecting that the provisions of Thile of the Act have been infringed,;

5. prohibit or suspend advertisements for a maxinafirhO working days if it has reasonable grounds
for believing that the provisions of this Title thie Act have been infringed,

6. prohibit a public offer if it finds that the prigions of this Title of the Act have been infriger if it
has reasonable grounds for suspecting that theldvibauinfringed;

7. suspend trading or ask the regulated markaigpend trading for a maximum of 10 working days if
it has reasonable grounds for believing that tloeipions of this Title of the Act have been infraty

8. prohibit trading on a regulated market if itdinthat the provisions of this Title of the Act baween
infringed,;

9. make public the fact that an issuer is faillogomply with its obligations under this Title diet Act.

Investor's Right to Withdraw Its Acceptance of Offe
Article 387

(1) Where one of the supervisory measures refaéaéa Article 386, paragraph 1 point (4) or (6) are
issued, investors who subscribed for or bought ritézsi in the relevant public offer before such
measures were made public shall be entitled todnath their acceptance of the offer or to renounce
the legal transaction of acquiring securities tiesulted from their acceptance of the offer. Invest
may exercise this right within 5 days from the jdttion of the supervisory measure issued.

(2) While issuing a supervisory measure, the Agesi@all inform investors about their right from the
preceding paragraph.

Supervisory Measures after the Admission of Secuigés to Trading on Regulated Market

Article 388

Once the securities have been admitted to tradimga aegulated market, the Agency shall be
authorized to carry out an audit of the operatiofsissuers or their controlling companies or
subsidiaries in the Republic of Croatia, if thisiexcessary to verify and establish compliance thi¢h
provisions of this Title of the Act.

Article 389

(1) Once the securities have been admitted torigadn a regulated market, the Agency shall be
empowered to:



1. require the issuer to disclose all material imfation which may have an effect on the assessofent
the value of the securities in order to ensuregot@n of investors or of the market as a whole;

2. suspend or ask the relevant stock exchangespenad the securities from trading if, in the opinad
the Agency, the issuer's situation is such thalirigawould be detrimental to investors' interests.

Article 390

Where necessary, the Agency may consult the stochamge, especially when deciding on
suspending or prohibiting trading on a regulatedkeia

Foreign Issuer
Article 391

A foreign issuer or an offeror may offer securitieghe public in the Republic of Croatia in a pabl
offer only through the intermediation of an investrhfirm or a credit institution commissioned for
the purpose of carrying out financial intermediataxtivities in such public offer.

Article 392

(1) An application for the approval of a prospediusthe offer of securities of a foreign issueran
offeror on behalf of a foreign issuer, or an offershall be submitted by the commissioned person
referred to in paragraph 1 of this Article. The laggiion shall be supported also by the contract
between the foreign issuer or the offeror and tleesgn commissioned to carry out financial
intermediation activities. The commissioned engityll, on behalf of the foreign issuer or the adfer
undertake also other activities in the procesdfefing securities.

(2) Even if the application is not supported bythd required documentation, or if the prospectesd
not contain all the required information, the Aggemeay approve the publication of the prospectus of
the foreign issuer or the offeror provided that:

— the commissioned person referred to in paragiaphthis Article has proven that, in accordance
with the regulations of the issuer's country, itriet possible to obtain such documentation and
information, and the Agency believes that this wok reduce the possibility of a potential investor
objectively assess the prospects and risks invoivedhe investment and make a decision on
investment,

— the commissioned person referred to in paragiaphthis Article has proven that, in accordance
with the regulations of a Member State of the EaespUnion, in which the issuer of securities is
incorporated, such documentation and informati@nrat required for the approval of the publication
of a prospectus on condition of reciprocity thatassumed. The condition of reciprocity shall not
apply to a foreign issuer who has is incorporatea World Trade Organisation member country.

(3) By way of derogation, the Agency may, to a fgmeissuer or an offeror who offers securities to
the public simultaneously in the Republic of Craaind in a Member State of the European Union,
approve the publication of the prospectus, the ipatdbn of which has been approved in the
respective Member State of the European Union éyctimpetent body of that state, and the approval
may be made conditional on supplementing the prtapewvith individual information in accordance
with the provisions of this Title and the Ordinameéerred to in Article 360 of this Act.

(4) The authorised company referred to in paragrhmi this Article is also jointly and severally
liable for the accuracy and completeness of infoienacontained in the prospectus of a foreign issue



Offering of Securities Outside the Republic Of Croéia
Article 393
A domestic issuer who intends to offer securit@ghie public in the foreign market shall notify the
Agency about the features of the planned issueafrgies.
Article 394

(1) The notification referred to in Article 393, rpgraph 1 of this Act shall contain the following
information:

1. information about the securities to which thespectus relates and about the manner of and
conditions for their offering as follows:

a) indication of the type of securities and dedwip of their features, their total humber and
description of rights contained in such securities,

b) opening date and duration of the subscriptiah@ayment period,
c¢) description of the manner of distributing setiesiin case of oversubscription,
d) name, registered office and business addretseg dinancial intermediary in the issue or the pffe

e) name, registered office and business addre$dbe @ersons guaranteeing the obligations of the
issuer under the securities,

f) names and addresses of institutions throughtwthie issuers settle financial obligations towdhds
owners of securities,

g) price or manner of determining the price of sities,

h) procedure for the exercise of pre-emptive rigltitsubscription and payment,

i) purpose for which the issuer intends to usefuines raised,

2. information about the issuer of the securite$odlows:

a) name, registered office, business address, afagstablishment, legal form, name of the court
keeping the register in which it has been enteretithe registration number (MBS) of the register
entry,

b) amount of subscribed and/or authorised capitdl @mount of capital paid in, details about the
securities comprising the capital stock in the aafsejoint stock company, amount of capital natipa
in and reasons for non-payment if the share capéalnot been fully paid in, number of convertible
securities or subscription rights for securitiesued as well as conditions for their conversion or
subscription,

¢) information about the controlling company, ifyan

d) list of shareholders holding 5% or more of thialt number of votes at a general meeting of issuer
and proportion of votes held by each of them.

(2) Within eight days after the expiry of the deaelfor the subscription and payment of securities



offered exclusively outside the Republic of Croatiee issuer shall submit to the Agency information
about the number of securities subscribed and paid.
TITLE Il
DISCLOSURE OF INFORMATION ABOUT ISSUERS OF SECURITI ES
Chapter 1

General Provisions

Definition of Terms
Article 395
For the purpose of this Title the following defioits shall apply:

1. "issuer" means a legal entity, including a Stathose securities are admitted to trading on a
regulated market, the issuer being, in the caskepbsitory receipts representing securities, thigeis
of the securities on the basis of which depositacgipts are issued;

2. "securities" means any transferable securittededined in Article 3 paragraph 1 point (3) ofsthi
Act, with the exception of money-market instrumdmasing a maturity of less than 12 months;

3. "debt securities" means bonds or other forntsamfsferable securitised debts, with the exception
securities which are equivalent to shares in comegaor which, if converted or if the voting rights
conferred by them are exercised, give rise tola tigacquire shares or securities equivalent amesh

4. "regulated information" means all information ieh the issuer, or any other person who has
applied for the admission of securities to tradimga regulated market without the issuer's congent,
required to disclose under:

- the provisions of this Title;
- Articles 459 to 462 of this Act; or

- under the laws, regulations or administrativevigions of a home Member State of the issuer
adopted under Article 3 paragraph 1 of Directive£Q09/EC;

5. "management company" means a company for magmagien-end investment funds with a public
offer that is set up and operates according to laegulations and administrative provisions on
establishment and operations of open-end investfuads with a public offer;

6. "electronic means" are means of electronic egei for the processing (including digital
compression), storage and transmission of datalogimg electromagnetic means;

7. Directive 78/660/EEC is the Fourth Council Dtree of 25 July 1978 based on Article 54(3) (g) of
the Treaty on the annual accounts of certain tghesmpanies (78/660/EEC);

8. Directive 83/349/EEC is the Seventh Council Biree of 13 June 1983 based on Article 54 (3) (g)
of the Treaty on consolidated accounts (83/349/EEC)



9. Regulation (EC) No 1606/2002 is the Regulati6@) No 1606/2002 of the European Parliament
and of the Council of 19 July 2002 on the applaatf international accounting standards.

Application
Article 396

The provisions of this Title shall apply in the ead issuers whose securities are admitted tortgadi
on a regulated market that is operated by a stechamge.

Article 397

(1) The provisions of this Title shall apply in tisase of issuers whose securities are admitted to
trading on a regulated market in a Member Statetarwdhom the Republic of Croatia is their home
Member State.

(2) The provisions of Articles 438 to 441 of thist&shall also apply in the case of issuers to whioen
Republic of Croatia is a host Member State and wisesurities are admitted to trading on a regulated
market only in the Republic of Croatia.

(3) The issuer referred to in paragraph 2 of thische shall, in accordance with Articles 438 tal4ef
this Act, disclose all information it is obliged tlisclose pursuant to laws and regulations of otsid
Member State regulating the obligations of disatesof information about issuers whose securities
are admitted to trading on a regulated market.

Competence

Article 398
(1) For the purpose of this Title the "hnome MemBtate" means:

1. in the case of an issuer of debt securitiesdém®omination per unit of which is less than EUR
1,000.00 or in a currency other than Euro, provithed the value of such denomination per unittis, a
the date of the issue, less than EUR 1,000.00ratieeicase of an issuer of shares:

- where the issuer is incorporated in the MembateSthe Member State in which it has its registere
office;

- where the issuer is incorporated in a third coyrthe Member State in which it is required te fil
the annual document with the competent authorigcitordance with Article 364 of this Act.

2. for any issuer not covered by point (1) of thésagraph, the Member State chosen by the issuer as
the home Member State from among the Member Statdnich the issuer has its registered office and
those Member States which have admitted its seéesirio trading on a regulated market on their
territory.

(2) The issuer referred to in paragraph 1 pointofZhis Article may choose only one Member State
as its home Member State.

(3) The issuer may not alter its chosen home Merlbate before the expiry of at least three years
from the date of making a decision on its choiceedsrred to in paragraph 2 of this Article, unless
before the expiry of this period all of its seaastare no longer admitted to trading on any regdla
market in Member States.



(4) The issuer referred to in paragraph 1 pointirfdient (2) and paragraph 1 point (2) of this Aetic
shall disclose its choice of the Republic of Craas its home Member State in accordance with
Articles 438 to 441 of this Act.

Article 399
The "host Member State" means a Member State ichwbecurities are admitted to trading on a
regulated market, if different from the home MemBtate.

Exemptions

Article 400

(1) The provisions of this Title do not apply toitgnissued by collective investment undertakings
other than the closed-end type, or to units acduwradisposed of in such undertakings.

(2) For the purpose of this Title "collective intiegnt undertaking other than the closed-end type"
means undertaking:

1. the object of which is the collective investmeaftcapital provided by the public, and which
operates on the principle of risk spreading; and

2. the units of which are, at the request of thieldroof such units, repurchased or redeemed, Hirect
or indirectly, out of the assets of that undertgkin

(3) For the purpose of this Title "units of a cotige investment undertaking" means securitieseidsu
by a collective investment undertaking and repridsgnrights of the participants in such an
undertaking over its assets.

Chapter 2

Issuer's Reports

Obligation

Article 401
The issuer of securities shall regularly prepamuah half-yearly and quarterly financial and besis
reports and make them public in accordance witicks 438 to 441 of this Act.

Article 402
The Agency may, for the issuers of securities \attistered offices in the Republic of Croatia, &dop
an ordinance laying down the content and the straadf annual, half-yearly and quarterly financial
and business reports and the form and method infshiemission to the Agency.

Annual Financial Report

Article 403



(1) The issuer of securities shall make publi@itsual financial report at the latest four monttiera
the end of each financial year and shall ensureitthemains publicly available for at least fivears
from the date of its publication.

(2) The annual financial report of the issuer sbathprise:
1. the audited annual financial statements;
2. the management report;

3. the statements made by the persons responesitdigafwing up annual financial report of the issuer
whose first name, family name, job and functionthimithe issuer shall be indicated, that, to thet be
of their knowledge:

- the annual financial statements prepared in a@ecme with the applicable set of accounting
standards give a true and fair view of the aséatslities, financial position and profit or losd the
issuer and the undertakings included in the codattin taken as a whole;

- the management report includes a fair reviewhefdevelopment and performance of the business
and the position of the issuer and the undertakinglsided in the consolidation taken as a whole,
together with a description of the principal rigksl uncertainties that they face.

(3) The audit report, signed by the persons resplenfor auditing the annual financial statements,
shall be disclosed in full to the public togethettwthe annual financial report referred to in gmegoh
2 of this Article, pursuant to the method and theetperiod laid down in paragraph 1 of this Article

(4) The provisions of paragraph 1, 2 and 3 of #uscle shall apply accordingly to an issuer that i
required to prepare consolidated accounts.

Article 404

(1) Where an issuer has its registered office i Republic of Croatia, the reports referred to in
Article 403 paragraph 2 point (1) and (2) of thistAhall be deemed to be reports drawn up pursuant
to regulations on establishment, structure andnlessi activities of sole traders and companies and
regulations governing the accounting of enterprisesl the application of financial reporting
standards.

(2) If the annual financial statements are not apgd by the competent body of the issuer within the
time period laid down in Article 403 paragraph 1this Act, the issuer shall, within the time period
laid down in Article 403 paragraph 1 of this Actsaose to the public its annual financial stateteen
indicating that the statements have not been apgrby its competent body.

(3) In the case referred to in paragraph 2 of thiscle, the issuer shall, within 7 days after the
approval of annual financial statements by its cetmpt body, disclose to the public the approved
annual financial statements. Where the competedy lod the issuer approved the annual financial
statements in the full contents as they were matiéqin accordance with paragraph 2 of this Adijcl

it shall be deemed that the issuer has discloseapproved annual financial statements if it diseto

to the public information that the annual financithtements previously disclose to the public are
approved in full contents by its competent body.

(4) Along with the annual financial report referredin Article 403 paragraph 2 of this Act and the
auditor's report referred to in Article 403 pargureB of this Act, the issuer shall publish in full
decision of its competent body on approval of ahrfusncial statements and the decision on
distribution of profit or loss, if the decisionseamnot an integral part of the annual financial repo



Article 405

The issuer of securities who has its registereitefbutside the Republic of Croatia shall prepare
reports referred to in Article 403 paragraph 2 p¢i) and (2) of this Act in accordance with Arécl
404 of this Act.

Article 406

(1) The issuer of securities who has its registeffide outside the Republic of Croatia in a Member
State shall prepare reports referred to in Aré)8 paragraph 2 point (1) and (2) of this Act adowy
to the following requirements:

1. where the issuer is required to prepare coreeltlaccounts according to Directive 83/349/EEC,
the audited financial statements shall comprisér iomsolidated accounts drawn up in accordance
with Regulation (EC) No 1606/2002 and the annualbants of the parent company drawn up in

accordance with the national law of the MembereStaivhich the parent company is incorporated:;

2. where the issuer is not required to preparedatimtaded accounts, the audited financial statements
shall comprise the accounts prepared in accordaittethe national law of the Member State in
which the issuer is incorporated;

3. the financial statements of the issuer shalhbdited in accordance with Articles 51 and 51a of
Directive 78/660/EEC and, if the issuer is requitedorepare consolidated accounts, in accordance
with Article 37 of Directive 83/349/EEC;

4. the management report shall be drawn up in dacoe with Article 46 of Directive 78/660/EEC if

the issuer is not required to prepare consolidamsmbunts and in accordance with Article 36 of
Directive 83/349/EEC if the issuer is required tegare consolidated accounts.

(2) An issuer of securities who has its registenéfcce outside the Republic of Croatia in a third

country shall prepare reports referred to in Aetid03 paragraph 2 point (1) and (2) of this Act in
accordance with Article 404 of this Act.

Half-Yearly Financial Report
Article 407

(1) The issuer of shares or debt securities shallenpublic its half-yearly financial report covegithe
first six months of the financial year as soon @ssgble after the end of the half-year period,diuhe
latest two months thereafter, and shall ensure tti@thalf-yearly financial report remains publicly
available for at least five years from the datésopublication.
(2) The half-yearly financial report of the issgéiall comprise:
1. the condensed set of half-yearly financial statets;
2. the interim management report;
3. a statements made by the persons responsibtEdaing up the half-yearly financial report of the

issuer, whose first name, family name, jobs andtfans within the issuer shall be indicated, that,
the best of their knowledge:



- the condensed set of half-yearly financial sta&tets prepared in accordance with the applicable set
of accounting standards gives a true and fair \Géthe assets, liabilities, financial position gmdfit
or loss of the issuer, or the undertakings includetie consolidation taken as a whole;

- the interim management report includes a faifengvof the development and performance of the
business and of the position of the issuer andititkertakings included in the consolidation takea as
whole, together with the description of the primdipsks and uncertainties that they face.

(3) If the half-yearly financial statements referte in paragraph 2 of this Article have been adjit
the audit report shall be disclosed in full purduanthe method and the time period laid down in
paragraph 1 of this Article. The same obligatioallshpply in case of an auditor's review. If thdfha
yearly financial statements have not been auditetedewed by auditors, the issuer shall make a
statement to that effect in its half-yearly report.

(4) The provisions of paragraphs 1, 2 and 3 of Arigcle shall apply accordingly to an issuer trsat
required to prepare consolidated accounts.

Avrticle 408

The issuer of shares and debt securities shallapeeports referred to in Article 407 paragraph 2
point (1) and (2) of this Act in accordance withtiéle 404 paragraph 1 of this Act.

Article 409

(1) The issuer of shares and debt securities phatlare reports referred to in Article 407 paralgrap
point (1) and (2) of this Act according to the folling requirements:

1. where the issuer is required to prepare coregelitl accounts, the condensed set of half-yearly
financial statements shall be prepared in accordavith the accounting standard applicable to the
interim financial reporting adopted pursuant toiélet 6 of Regulation (EC) No 1606/2002;

2. where the issuer is not required to preparedtmiated accounts, the condensed set of half-yearly
financial statements shall at least contain a cosel® balance sheet, a condensed profit and loss
account and explanatory notes on these accourgsissiuer shall follow the same principles for
recognising and measuring as when preparing affimaalcial statements;

3. the interim management report shall includeeast an indication of important events that have
occurred during the first six months of the finahgiear, and their impact on the condensed set of
half-yearly financial statements, together withegatiption of the principal risks and uncertainfigs

the remaining six months of the financial year; igsuers of shares, the interim management report
shall also include information referred to in paegins 2 and 3 of this Article on major related ipart
transactions prepared in accordance with the retdiraancial reporting standards.

(2) Information on major related parties' transadireferred to in paragraph 1 point (3) of thitide
shall be deemed, as a minimum, the following infation:

1. related parties’ transactions that have takeoepin the first six months of the current finahgizar
and that have materially affected the financialitims or the performance of the enterprise durimaf t
period;

2. any changes in the related parties’ transactiessribed in the last annual report that coulcerav
material effect on the financial position or penfiance of the enterprise in the first six monthshef
current financial year.



(3) Where the issuer of shares is not requiredrapgre consolidated accounts, it shall, as the
information referred to in paragraph 1 point (3}@é Article on major related party transactiotetes
at least the information laid down in Article 43(a)) of Directive 78/660/EEC.

(4) Where the issuer does not prepare the condesseaf half-yearly financial statements in

accordance with the financial reporting standandliegble to the interim financial reporting adopted

pursuant to Article 6 of Regulation (EC) No 160&20it shall prepare the condensed set of half-
yearly financial statements in the following manner

1. the condensed balance sheet and the condensftdamd loss account shall show each of the
headings, subtotals and items included in the mextnt annual financial statements of the issuer;
additional line items shall be included if, as aute of their omission, the half-yearly financial
statements would give a misleading view of thetas$iabilities, profit and loss, financial posti@nd
performance of the issuer;

2. the condensed balance sheet shall comprise cativgainformation as the end of the first six
months of the current financial year and the infation as at the end of the immediate preceding
financial year;

3. the condensed profit and loss account shall cempgomparative information for the first six
months of the current financial year and the infation for the same period of the preceding findncia
year,;

4. the explanatory notes shall include the follayvin

- sufficient information to ensure the comparapitif the condensed half-yearly financial statements
with the annual financial statements;

- sufficient information and explanations to ensareinvestor's proper understanding of any material
changes in amounts and of any developments whighedlected in the balance sheet and the profit
and loss account.

Quarterly Financial Report and Management Statement
Article 410
(1) The issuer of shares who has its registeradeoiii the Republic of Croatia shall prepare anétena
public its quarterly financial report as soon assilole, but at the latest within 30 days afterehd of
a three-month period, and shall ensure that it iesraublicly available for at least five years frone

date of its publication.

(2) Article 407 paragraph 2 of this Act shall applycordingly to the quarterly financial report reéel
to in paragraph 1 of this Article.

(3) The issuer shall prepare the reports refereith paragraph 2 of this Article in accordance with
Article 408 of this Act.

(4) The issuer shall prepare the reports refereith paragraph 2 of this Article in accordance with
Article 409 of this Act.

(5) The provisions of paragraphs 1 and 2 of thische shall apply accordingly to an issuer that is
required to prepare consolidated accounts.



Article 411
(1) An issuer of shares who has its registerecc®ftiutside the Republic of Croatia shall, without
prejudice to Articles 459 to 462 of this Act, mghkeblic a statement by its management during the
first six-month period of the financial year and#rer statement by its management during the second
six-month period of the financial year.
(2) The management statement referred to in pgrhgtaof this Article shall be made public in a
period between ten weeks after the beginning angvseks before the end of the relevant six-month
period.
(3) The management statement referred to in pgvhgtaof this Article shall contain information
covering the period between the beginning of thevent six-month period and the date of publication
of the statement.
(4) The management statement referred to in pgshdraf this Article shall provide:

1. an explanation of material events and transasttbat have taken place during the relevant six-
month period and their impact on the financial posiof the issuer and its controlled undertakings;

2. a general description of the financial positenmd performance of the issuer and its controlled
undertakings during the relevant six-month period.

(5) Issuers which, under either national legistaio the rules of the regulated market or of togmn
initiative, publish quarterly financial reports sccordance with such legislation or rules are not
required to make public statements by the managerafmred to in paragraph 1 of this Article.
(6) The issuer referred to in paragraph 5 of thische shall make public its quarterly financiapoets
pursuant to the periods and contents laid dowménlaws or rules on the basis of which it prepares
quarterly financial reports.

Exemptions

Article 412

The provisions of this Chapter shall not applyhte following issuers:

1. the Republic of Croatia, the Croatian NationahB and the Croatian Bank for Reconstruction and
Development;

2. a Member State;

3. third country;

4. local government or self-government units of Republic of Croatia;

5. local government or self-government units of eniber State;

6. public international bodies of which at least dtlember State is a member;
7. the European Central Bank and Member Statasmadicentral banks;

8. issuers of debt securities, the denominationupérof which is at least EUR 50,000.00 or, in the
case of debt securities denominated in a curretieyr than Euro, the value of such denomination per



unit is, at the date of the issue, equivalent tleast EUR 50,000.00, provided that these are tihe o
securities of the issuer admitted to trading oagulated market.

Chapter 3

Information on Changes in the Proportion of VotingRights

Obligation
Article 413

(1) Where a natural person or a legal entity diyect indirectly reaches, exceeds or falls below th
thresholds of 5%, 10%, 15%, 20%, 25%, 30%, 50% 7% of voting rights in an issuer of shares, it
shall notify the issuer and the Agency of such néayg, exceeding or falling below the threshold.

(2) The obligation referred to in paragraph 1 a$ thrticle applies to each situation where reaching
exceeding or falling below the threshold laid dawparagraph 1 of this Article is the result of:

1. acquiring, disposing of or exercising votinghtig in accordance with Articles 415, 416 and 417 of
this Act; and/or

2. the change in the number of shares to whicimgaights are attached and to which the capitaksto
of the issuer is broken down, or the change imtiraber of voting rights resulting from such shares.

Calculating the Proportion of Voting Rights
Article 414

(1) For the purpose of Article 413 of this Act, tportion of voting rights held by a natural pars

or a legal entity shall be calculated on the bakal the shares of an issuer of the same classhich
voting rights are attached, including an issuews ghares and shares where the exercise of voting
rights is excluded or restricted by law or as aultesf a legal act, and according to the latest
information disclosed in accordance with Articled94s this Act.

(2) For the purpose of Article 413 of this Act, tmember of voting rights held by a natural perspa o
legal entity in an issuer shall be calculated imanner that all voting rights which are held byttha
natural person or a legal entity in accordance witticles 415, 416 and 417 of this Act are
aggregated.

(3) By way of derogation from the provision refetr® in paragraph 2 of this Article, where Article
416 paragraph 3 point (1) of this Act applies, inenber of voting rights held by a natural persoa or
legal entity in an issuer shall be calculated manner that only voting rights which are held batth
natural person or a legal entity through finangiatruments referred to in Article 416 paragraptf 1
this Act are counted.

Persons Obliged to Meet Requirements

Article 415



The obligation referred to in Article 413 of thist¥shall apply to a shareholder (a natural persam o
legal entity) who holds, directly or indirectly, its own name and on its own account or in its name
but on behalf of another natural person or legétyen

1. shares of the issuer to which voting rightsadtached;

2. depository receipts of the underlying sharesasgnted by the depository receipt.

Article 416

(1) The obligation referred to in Article 413 ofiglAct shall apply to a natural person or legaitgnt
who holds, directly or indirectly, financial instnents referred to in Article 3 paragraph 1 pointdR
this Act that result in an unconditional entitlerhém acquire, on such holder's own initiative alone
under a formal agreement binding under the apgdeéckv, shares of an issuer to which voting rights
are attached, already issued and which are therlyimde shares for issuing the relevant financial
instrument.

(2) The financial instruments referred to in pasgdr 1 of this Article shall give the holder a rigbt
choose, on maturity, whether to acquire shares édsuer to which voting rights are attached, alyea
issued and which are the underlying shares foirigghe relevant financial instrument, or cash.

(3) The obligation referred to in Article 413 ofiglAct shall apply to a natural person or legaitgnt
who holds, directly or indirectly, financial insments referred to in paragraph 1 of this Articlbene
reaching, exceeding or falling below the threshaid down in Article 413 of this Act is the resolt

1. only voting rights held through financial ingtrants held by such natural person or legal ersdityg;

2. all voting rights held by such natural personlemgal entity in accordance with this Article and
Articles 415 and 417 of this Act.

(4) When calculating the number of voting rightddnby a natural person or a legal entity in one
issuer though financial instruments referred tpamagraph 1 of this Article, all financial instrunmg
held by a natural person or a legal entity thaitesto the same underlying shares to which thengoti
rights are attached shall be taken into account.

(5) If a financial instrument referred to in parag 1 of this Article relates to more than one
underlying shares, the notification referred iniélet 413 of this Act shall be made to each issuder o
the underlying shares.

Article 417

(1) The obligation referred to in Article 413 ofdlAct shall apply to a natural person or legaltgrno
the extent it is entitled to acquire, to disposetofexercise or transfer the exercise of votights in
an issuer in any of the following cases or a cofftom of them:

1. voting rights held by a third party with whomathperson or entity has concluded an agreement,
which obliges them to adopt, by concerted exerofsiie voting rights they hold, a lasting common
policy towards the management of the issuer intipres

2. voting rights held by a third party under anemgnent concluded with that person or entity
providing for the temporary transfer for considenatof the voting rights in question;

3. voting rights attaching to shares which are émtlgs collateral with that person or entity, predd
the person or entity controls the voting rights dedlares its intention of exercising them;



4. voting rights attaching to shares in which thextson or entity has the life interest;

5. voting rights which are held, or may be exertigéthin the meaning of points 1 to 4 of this
paragraph, by an undertaking controlled by thasq®ior entity;

6. voting rights attaching to shares deposited thittt person or entity which the person or entéty ¢
exercise at its discretion in the absence of sjgaostructions from the shareholders;

7. voting rights held by a third party in its owame on behalf of that person or entity;

8. voting rights which that person or entity mayeexse as a proxy where the person or entity can
exercise the voting rights at its discretion in dfisence of specific instructions from the shasrsl

(2) Where the obligation referred in Article 413tbfs Act arises in accordance with paragraph 1 of
this Article, each natural person or legal entéferred to in paragraph 1 points 1 to 8 of thisdetto
which the obligation applies, is individually regedl to notify the issuer and the Agency pursuant to
Article 413 of this Act. It shall be deemed thag thbligation has been fulfilled if a single common
notification is made to the issuer.

Controlled Undertakings

Article 418
(1) For the purposes of this Title, "controlled artdking" means any undertaking:
1. in which a natural person or legal entity hasagority of the voting rights; or
2. of which a natural person or legal entity ishargholder in, or member of the undertaking in
guestion and who at the same time has the riglyppoint or remove a majority of the members of the
administrative, management or supervisory body; or
3. of which a natural person or legal entity idyareholder or member and alone controls a majofity
the shareholders’ or members' voting rights, reésyg, pursuant to an agreement entered into with

other shareholders or members of the undertakinguestion; or

4. over which a natural person or legal entity tih@spower to exercise, or actually exercises, dantin
influence or control.

(2) A natural person or legal entity referred tgaragraph 1 of this Article is a controlling entit
(3) In the case provided for in paragraph 1 poiaf this Article, voting rights of the controllingntity
shall be aggregated with the voting rights of atheoundertaking controlled by the controlling gnti
and those of any natural person or legal entitynggctalbeit in its own name, on behalf of the
controlling entity or of any other undertaking aatied by the controlling entity.

Article 419
An undertaking shall not be obliged to file theification referred to in Article 413 of this Act thi

the issuer and the Agency if the notification iediby its parent undertaking or where the parent
undertaking is itself a controlled undertaking,itsyown parent undertaking.

Exemptions in Calculating Proportion of Voting Rights



Article 420

(1) Voting rights held in accordance with Articldd5, 416 and 417 of this Act by the parent

undertaking of a management company shall not lpeeggted with the voting rights attached to

shares and financial instruments referred to inchrt416 paragraph 1 of this Act that are managed b

the management company under the conditions lawhda laws, regulations and administrative

provisions on establishment and operations of mamagt companies for managing open-end
investment funds with a public offer, provided tlsaich management company exercises its voting
rights independently from the parent undertaking.

(2) Voting rights held in accordance with Articldd5, 416 and 417 of this Act by the parent
undertaking of an investment firm shall not be agagted with the voting rights attached to sharés an
financial instruments referred to in Article 416rggraph 1 of this Act which such investment firm
manages by providing portfolio management servigesjided that:

1. the investment firm is authorised by the Ageacyhe competent authority of the Member State to
provide such portfolio management;

2. it may only exercise the voting rights attackeduch shares under instructions given in writing

by electronic means or it ensures that individuattfplio management services are conducted
independently of any other services under conditiequivalent to those provided for in laws,
regulations and administrative provisions on egthbient and operations of management companies
for managing open-end investment funds with a publfifer by putting into place appropriate
mechanisms;

3. the investment firm exercises its voting rightdependently from the parent undertaking.

(3) The exemptions referred to in paragraphs 1 andf this Article shall not apply where a

management company or investment firm manages graights attached to shares or financial
instruments referred to in Article 416 paragrapbflthis Act of its parent undertaking or another
controlled undertaking of this parent undertakipgovided that such voting rights may not be
exercised by a management company or investmantifidependently, at its discretion, but only
under direct or indirect instructions from the parandertaking or another controlled undertaking of
the parent undertaking.

Article 421

(1) The parent undertaking of a management compmainyvestment firm may make use of an
exemption under Article 420 paragraph 1 and/or thisf Act, provided that the following conditions
are met:

1. the parent undertaking must not interfere byngjudirect or indirect instructions, or in any athe
way, in the exercise of the voting rights held bgttmanagement company or investment firm;

2. the management company or investment firm medtde to exercise, independently of the parent
undertaking, the voting rights attached to thetassenanages.

(2) For the purposes of paragraph 1 point 1 of #rigcle and Article 420 paragraph 3 of this Act,
"direct instruction" means any instruction given the parent undertaking, or another controlled
undertaking of the parent undertaking, specifyimgvithe voting rights are to be exercised by the
management company or investment firm in particateses. "Indirect instruction” means any general
or particular instruction, regardless of the fogiven by the parent undertaking, or another coletol
undertaking of the parent undertaking, that lintits independence of the management company or



investment firm in relation to the exercise of tming rights in order to serve specific business
interests of the parent undertaking or anotherrotiat undertaking of the parent undertaking.

(3) A parent undertaking of the management commarigvestment firm that wishes to make use of
the exemption under Article 420 paragraph 1 an#/of this Act shall, without delay, and at any rate
before the obligation under Article 413 of the Acises, notify the following to the Agency:

1. a list of the names of those management companie investment firms, indicating the competent
authorities that supervise them or indicating timicompetent authority supervises them, but with no
reference to the issuer with regard to whom thengt®n would be used;

2. a statement that, in the case of each such raareag company or investment firm, the parent
undertaking complies with the conditions laid dawmparagraph 1 of this Article.

(4) Where the parent undertaking intends to berfedih the exemptions referred to in Article 420,
paragraph 1 and/or 2 of this Act only in relatiorthe financial instruments referred to in Artidi&6,
paragraph 1 of this Act, it shall notify, withoueldy, and at any rate before the obligation under
Article 413 of the Act arises, to the Agency thet tieferred to in paragraph 3 point 1 of this Aetic

(5) The parent undertaking shall update the lifgrred to in paragraph 3 point 1 of this Article am
ongoing basis.

(6) Where a parent undertaking of the managememipaay or investment firm intends to benefit
from the exemptions referred to in Article 420 pmegoh 1 and/or 2 of this Act, it shall be able to
demonstrate to the Agency on request that:

1. the organisational structures of the parent takiemg and the management company or investment
firm are such that the voting rights are exercisettpendently of the parent undertaking; the parent
undertaking and the management company or investfiram must establish written policies and
procedures reasonably designed to prevent theibdistm of information between the parent
undertaking and the management company or investfimemin relation to the exercise of voting
rights;

2. the persons who decide how the voting rights@bee exercised act independently;

3. if the parent undertaking is a client of its mg@ament company or investment firm or if the voting
rights of the parent undertaking are a holdinghie assets managed by the management company or
investment firm, there is a clear written mandateain arms-length customer relationship between the
parent undertaking and the management companyestiment firm.

Article 422

(1) The exemptions under Article 420 paragraphd 2wof this Act shall also apply in the case of an
undertaking whose registered office is in a thiodirdry, which, if it had its registered office ihet
Republic of Croatia or in a Member State, would éhaequired an authorisation for portfolio
management services pursuant to laws and reguatiorestablishment and operations of investment
companies and/or management companies, provided t@mplies with conditions of independence
equivalent to those set out in Article 421 of tAid.

(2) For the purposes of paragraph 1 of this Arfialéhird country shall be deemed to set conditmins

independence equivalent to those set out in Arddé of this Act, where, under the law of that
country, an undertaking referred to in paragrapdf this Article is required to meet the following

conditions:



1. it must be free in all situations to exerciselependently of its parent undertaking, the votiggts
attached to the assets it manages;

2. it must disregard the interests of the paredeuaking or of any other controlled undertakingdhuf
parent undertaking whenever conflicts of interesise.

(3) The parent undertaking of an undertaking reféto in paragraph 1 of this Article shall, without
delay, and at any rate before the obligation uddécle 413 of the Act arises, make a statement and
filed it with the Agency, that in the case of eagtdertaking referred to in paragraph 1 of this et

the parent undertaking complies with the requirein&id down in paragraph 2 of this Article.

(4) Article 421 paragraph 3 point (1) and paragrdph and 6 of this Act shall apply to the parent
undertaking of an undertaking accordingly.

Contents of Notification
Article 423

(1) The natification referred in Article 413 of ¢hiAct shall, to the extent to which the information
refers to the relevant disclosure to the publiclude the following information:

1. firm, registered office and business addresbafssuer of shares;

2. the information on a natural person or a legéityethat has reached, exceeded or fallen bellmv t
threshold laid down in Article 413 of this Act;

3. the information on controlled undertakings thylowvhich voting rights are held by a natural person
or a legal entity referred to in point 2 of thisggraph;

4. the information on shareholder, if the sharetwold different from the natural person or a legal
entity referred to in point 2 and 3 of this pargdrand the information on the natural person oalleg
entity exercising voting rights on behalf of thhaeeholder according to Article 417 paragraph 1 of
this Act;

5. the information on what led to reaching, excegdir falling bellow the thresholds laid down in
Article 413 paragraph 2 of this Act;

6. the information on the document on the basiwtith a threshold provided for in Article 413 of
this Act is reached, exceeded or fallen bellow;

7. the information on the total number of votinghtis (in absolute and relative terms) reaching,
exceeding or falling bellow the threshold laid dowrArticle 413 of this Act;

8. the information on the total number of votinghtis (in absolute and relative terms) that has been
reached, exceeded or fallen below; for each isslae of shares separately, if the issuer issugd mo
classes of shares to which voting rights are agidich

9. the date on which the threshold was reachedegbad or fallen below.

(2) The notification referred to in paragraph 1to$ Article shall include for a natural persorg first
name, family name and residence, and for a legalyeithe firm, legal form, registered office,
business address, registration number and thenatosn on the responsible persons in the legal
entity.



(3) Where the document referred to in paragraploifit{6) of this Article is a proxy referred to in
Article 417 paragraph 1 point (8) of this Act irlation to one shareholder meeting, the notification
referred to in paragraph 1 of this Article shaltlirde the information on the total number of voting
rights (in absolute and relative terms) that wié held by a shareholder or a proxy after the
shareholder meeting takes place, when the proxy maylonger exercise the voting rights
independently at its discretion.

(4) Where the document referred to in paragraploiftd6) of this Article is a financial instrument
referred to in Article 416 paragraph 1 of this Atte notification referred to in paragraph 1 ofthi
Article shall include the information on the datienwaturity or expiration of the financial instrunten
and an indication of the date or time period wheairal person or legal entity may acquire shafes
the issuer to which voting rights are attached #ratthe underlying shares for issuing the relevant
financial instrument.

(5) Copies of documents referred to in paragragoiht (6) of this Article shall be attached to the
notification referred to in paragraph 1 of thisidle which is filed with the Agency.

(6) The Agency may adopt an ordinance laying domendontents and the structure of forms for the
notification referred to in paragraph 1 of thisiéld and the form and method of its submissiorhto t
Agency.

Time Period for Notifications

Article 424

(1) A natural person or legal entity shall file thetification referred to in Article 413 paragraplof
this Act with the issuer and the Agency withoutagelbut not later than four trading days from the
date on which a natural person or legal entity:

1. learns of the acquisition or disposal or of plessibility of exercising voting rights, or on whic
having regard to the circumstances, should havamdeaof it, regardless of the date on which the
acquisition, disposal or possibility of exercisingting rights takes effect; or

2. is informed about the latest information diselbdo the public in accordance with Article 429 of
this Act.

(2) It shall be deemed that a natural person oallegtity learned or could have learned of the
acquisition, disposal or of the possibility to exise voting rights not later than two trading dégsn

the date of transaction.

(3) By way of derogation from paragraph 1 of thiside, where Article 417 paragraph 1 point (8) of

this Act apply, a shareholder or a proxy shall mieenotification referred to in Article 413 paragh
1 of this Act to the issuer and the Agency on the af giving or receiving the proxy.

Calendar of Trading Days

Article 425

(1) For the purpose of this Title, trading days #re trading days of a regulated market that is
operated by a stock exchange on which securities ti§suer are admitted.

(2) For the purpose of this Title, trading days #e trading days of a regulated market of the home
Member State of the issuer.



(3) The Agency shall publish on its Internet skte talendar of trading days of each regulated rmarke
situated or operating in the Republic of Croatia.

Exemptions
Article 426

(1) The provisions of Articles 415 and 417 paragrappoint (3) of this Act shall not apply to shares
provided to or by the members of the ESCB in cagybut their functions as monetary authorities,
including shares provided to or by members of ti®CB under a pledge or repurchase or similar
agreement for liquidity granted for monetary polmpyrposes or within a payment system.

(2) An exemption from paragraph 1 of this Articleal apply only in cases of a short period and
provided that the voting rights attaching to suichres are not exercised.

Article 427

(1) The provisions of Articles 415 and 416 of tiist shall not apply to shares and financial
instruments:

1. that are acquired only for the purpose of clep@nd settling within the usual time period for
clearing and settling of three trading days follegvthe transaction;

2. that are held by a custodian in its custodigracty, provided that a custodian may exercisengoti
rights only under a instruction given in writing loy electronic means;

3. that are positions in the trading book of a itredstitution or an investment firm according to
regulations on the trading book of a credit ingtito or an investment firm, if:

- voting rights held in the trading book do not eed 5%; and

- a credit institution or an investment firm neitlexercise voting rights nor use them to interfiere
managing the issuer.

4. that are acquired or disposed of by a personagt®mas a market maker, where such acquisition or
disposal results in reaching, crossing or fallirdolv the threshold of 5% of voting rights, provided
that the market maker:

- is authorized by a competent authority to provideestment services and perform investment
activities;

- neither interferes in managing the issuer norases any kind of influence on the issuer to asgui
such shares or to back the share price.

(2) A market maker who wishes to make use of theargtion referred to in paragraph 1 point (4) of
this Article, shall, not later than within the tirperiod laid down in Article 424 paragraphs 1 anaf 2
this Act, notify the Agency that it conducts oraents to conduct as a market maker with regard to a
certain issuer.

(3) Where a market maker ceases to conduct asketmaeker with regard to a certain issuer, it shall
notify the Agency thereof in the time period laimwh in Article 424 paragraphs 1 and 2, of this Act.

(4) A market maker who wishes to make use of thergtion referred to in paragraph 1 point (4) of
this Article, shall, on request by the Agency, pdevevidence on shares and/or financial instruments



referred to in Article 416 paragraph 1 of this Atiat it holds or intends to hold for the marketkera
activity purposes. Where a market maker is not sbldentify the shares and/or financial instrunsent
it holds, the Agency is authorised to request fibto keep such shares and/or financial instruments
on separate accounts for the purposes of thatifidetion.

(5) A market maker shall, on request by the Agerscygmit a market making agreement concluded
with a stock exchange or with the issuer, if suclagreement was concluded.

Chapter 4
Obligations of the Issuer
Obligations Concerning Changes in Voting Rights
Article 428

An issuer of shares receiving a notification refdrto in Article 413 of this Act shall make publie
information contained in the notification withoueldy, but no later than three trading days upon
receipt.

Article 429

At the end of each month during which a changedcasrred in the number of shares to which voting
rights are attached and to which the capital stufcthe issuer is broken down, or the change in the
number of voting rights resulting from such shaths,issuer of shares shall disclose to the pldic
information on the changes that have occurred anith® new total number of shares to which voting
rights are attached.

Article 430

(1) Where an issuer of shares acquires or dispafdesown shares, either directly or through asper
acting in his own name but on the issuer's behahall make public the number of its own shares (
absolute and relative terms) that it holds aftehescquisition or disposal of its own shares, an s
possible, but not later than four trading days ftbmacquisition or disposal of shares.

(2) For the purpose of paragraph 1 of this Artithes proportion of its own shares held by the issue
shall be calculated on the basis of the total nurobshares to which voting rights are attached.

(3) In the case referred to in paragraph 1 of #hiicle, Article 424 paragraph 1 shall apply
accordingly.

Article 431

(1) The issuer of shares shall make public withdriay any change in the rights attaching to issued
shares, for each class of shares separately, ingluhanges in the rights attaching to derivative
securities issued by the issuer and entitling tpuie shares of that issuer.

(2) The issuer of securities other than shared sfake public without delay any changes in thetsgh
of holders of such issued securities, includinghges in the terms and conditions that could intliyec
affect the rights resulting from such issued séi@s;i in particular changes in loan terms or irdere
rate.



(3) Paragraph 2 of this Article shall not applydmanges in the terms and conditions that may be
objectively determined and that occur regardlesthefwill of the issuer (e.g. LIBOR or EURIBOR
changes).

Other Obligations
Article 432

(1) The issuer of securities shall make public withdelay any new issues of debt securities and in
particular any new security or guarantee in restregeof.

(2) Without prejudice to Articles 459 to 462 ofghAct, the obligation referred to in paragraph 1 of
this Article shall not apply to public internatidnlbodies of which at least one Member State is
member.

(3) The obligation referred to in paragraph 1 a$ thrticle shall not apply to securities issuedtbg
Republic of Croatia or its local government or ggiffernment units.

Article 433

The issuer of securities shall communicate any gsals to amend its statutes or its memorandum of
incorporation to the Agency and the regulated ntaokewhich its securities have been admitted to
trading, without delay, but at the latest on theed# calling the general meeting which is to vorte

or be informed of, the proposal.

Information for Shareholders
Article 434

(1) The issuer of shares shall ensure equal treatfoeall shareholders who hold shares of theassu
of the same class.

(2) The issuer shall ensure that all the mechan@nasinformation necessary to enable holders of
shares to exercise their rights are available énRkpublic of Croatia and that the integrity ofadist
preserved.

(3) The issuer shall ensure that all the mechanmsnasinformation necessary to enable holders of
shares to exercise their rights are available & ibme Member State of the issuer and that the
integrity of data is preserved.

(4) The issuer shall ensure that shareholders mencise their rights by proxy, subject to the lafv o
the country in which the issuer is incorporated.

(5) In order to meet its obligations towards hoddef shares, the issuer shall in particular:
1. provide information on the place and time ofrehalders' meetings, the agenda with the reasens fo
the proposed decisions, the total number of issinredes to which voting rights are attached and the

total number of voting rights, as well as the riggbt holders to participate in meetings;

2. make available a proxy form, on paper or byted&ic means under the conditions laid down in
paragraph 6 of this Article, to each person emtittevote at a shareholders' meeting, together tiveh



notice concerning the meeting; the issuer shalb aisake available a proxy form after an
announcement of the meeting on request of any penstitied to vote at the shareholders' meeting;

3. designate a credit or a financial institutiomotigh which it performs its financial obligations
towards shareholders;

4. publish notices or distribute circulars concegnihe allocation and payment of dividends and the
issue of new shares, including information on anyaragements for allotment, subscription,
cancellation or conversion rights or waiver of stghts and redemption of shares.

(6) For the purposes of conveying information t@reholders referred to in paragraph 5 of this
Article, the issuer may use electronic means, plexvisuch a decision is taken in a shareholders'
meeting and meets at least the following conditions

1. conveying information by electronic means shallno way depend upon the location of the
residence of a natural person or a seat of a &gy referred to in Articles 415 and 417 of tAigt;

2. the issuer shall put in place identificatioraagements so that the natural persons or legaiesnti
referred to in Articles 415 and 417 of this Act affectively informed by electronic means;

3. the issuer shall contact the natural personlegal entities referred to in Articles 415 and 417
paragraphs 1 points (1) to (5) of this Act in wrifito request their consent for the future use of
electronic means for conveying information andhdy do not object within a reasonable time period,
their consent shall be deemed to be given; theralgbersons or legal entities referred to in Adscl
415 and 417 paragraphs 1 points (1) to (5) of Alwisshall be able to request later, at any timéhen
future, that information be conveyed in writing;

4. any apportionment of the costs entailed in threveyance of such information by electronic means
shall be determined by the issuer in compliancé Wit principle of equal treatment laid down in
paragraph 1 of this Article.

Information for Holders of Debt Securities
Article 435

(1) The issuer of debt securities shall ensure didtolders of debt securities ranking pari passal
given equal treatment in respect of all the rigittaching to those securities.

(2) The issuer shall ensure that all the mechanamsinformation necessary to enable debt secsritie
holders to exercise their rights attaching to thislet securities are publicly available in the R¥jou
of Croatia and that the integrity of data is preedr

(3) The issuer shall ensure that all the mechang&mdsinformation necessary to enable debt secaritie
holders to exercise their rights attaching to thdebt securities are publicly available in the home
Member State and that the integrity of data isqme=d.

(4) The issuer shall ensure that debt securitiéden® may exercise their rights by proxy, subject t
the law of the country in which the issuer is inmmated.

(5) In order to meet its obligations towards dedmusities holders, the issuer shall in particular:
1. publish notices, or distribute circulars, comoag the place and time of meetings of debt sdesrit

holders, the agenda with reasons for proposedidesijsthe payment of interest, the exercise of any
conversion, exchange, subscription or payment gighith regard to debt securities holders, or



cancellation rights, and redemption, as well asritjiet of those debt securities holders to parétzp
in meetings of debt securities holders;

2. make available a proxy form on paper or by etewt means under the conditions laid down in
paragraph 7 of this Article, to each person emtite vote at a meeting of debt securities holders,
together with the notice concerning the meeting; igsuer shall also make available a proxy form
after an announcement of the meeting, on requeshyfperson entitled to vote at a meeting of debt
securities holders;

3. designate a credit or financial institution tlgh which it performs its financial obligations tarels
debt securities holders.

(6) If only holders of debt securities whose derration per unit amounts to at least EUR 50,000.00
or, in the case of debt securities denominated dareency other than Euro whose denomination per
unit is, at the date of the issue, equivalent teatt EUR 50,000.00, are to be invited to a mgetime
issuer may choose as venue any Member State, pobtitht all the mechanisms and information
necessary to enable such holders to exerciseghts rttaching to those securities are made availab
in that Member State.

(7) For the purpose of conveying information to tdedcurities holders referred to in paragraph 5 of
this Article, the issuer may use electronic meamngyided such a decision is taken in a meeting of
holders of debt securities and meets at leastll@nving conditions:

1. conveying information by electronic means shatio way depend upon the location of the seat or
residence of the debt security holder or of a pm@pyresenting that holder;

2. the issuer shall put in place identificatioraagements so that debt securities holders aretigéhc
informed by electronic means;

3. the issuer shall contact debt securities holdensriting to request their consent for the use of
electronic means for conveying information anchéyt do not object within a reasonable time period,
their consent shall be deemed to be given; dehtrisies holders shall be able to request lateangt
time in the future, that information be conveyeadviiting;

4. any apportionment of the costs entailed in hreveyance of information by electronic means shall
be determined by the issuer in compliance withpttireciple of equal treatment laid down in paragraph
1 of this Article.

(8) The obligation referred to in paragraphs 2 taf this Article shall not apply to securities issiby
the Republic of Croatia or its local governmenself-government units.

Third countries
Article 436

(1) Where the registered office of an issuer ia ithird country, the Agency is authorised to exempt
that issuer from requirements under Articles 4037,4410, 411, 413, 428 to 432, 434 and 435,
provided that the law of the third country in gi@stlays down equivalent requirements or such an
issuer complies with requirements of the law ofha&dt country that the Agency considers as
equivalent.

(2) Where paragraph 1 of this Article applies, ig®ier shall file at the same time with the Agealty
the information that it discloses to the public @ding to the law of the country where it is



incorporated, including the information that ar¢ deemed to be regulated information according to
this Title, and it shall disclose that informationaccordance with Articles 438 to 441 of this Act.

Avrticle 437

The Agency may adopt an ordinance laying down d¢@rdi under which it is considered that the
requirements laid down in the law of a third coyrdf the registered office of the issuer are edeivia
to the requirements laid down in Articles 403, 40%0, 411, 413, 428 to 432, 434 and 435 of this Act

Chapter 5
Disclosure

Language of Disclosures
Article 438

(1) Where securities are admitted to trading onegulated market that is operated by a stock
exchange, regulated information shall be disclasdlde Croatian language.

(2) Where the Republic of Croatia is the home Men&tate of the issuer and securities of the issuer
are admitted to trading on a regulated market anithe Republic of Croatia, regulated information
shall be disclosed in the Croatian language.

(3) Where the Republic of Croatia is the home Men8iate of the issuer and securities of the issuer
are admitted to trading on a regulated market & Republic of Croatia and in one or more host
Member States, regulated information shall be dsad:

1. in the Croatian language; and

2. depending on the choice of the issuer, eitherlemguage designated as the language of diselosur
by its host Member State or in a language customneitye sphere of international finance.

(4) Where the Republic of Croatia is a home Men&tate of the issuer and securities of the issuger ar
admitted to trading on a regulated market in onmore host Member States, but not in the Republic
of Croatia, regulated information shall, dependimgthe choice of the issuer, be disclosed either in
language designated as the language of disclosutihdse host Member State or in a language
customary in the sphere of international finance.

(5) Where the issuer referred to in paragraph 4haf Article chooses a language of disclosure
designated by its host Member State, regulatedrivdtion shall, depending on the choice of the
issuer, be disclosed either in Croatian or in gylage customary in the sphere of international
finance.

(6) By way of derogation from paragraphs 2, 3, d &nof this Article, where securities of the igsue
whose denomination per unit amounts to at least BEOR00.00 or, in the case of debt securities
denominated in a currency other than Euro equivdterat least EUR 50,000.00 at the date of the
issue, are admitted to trading on a regulated nhamkthe home Member State and in one or more host
Member States, regulated information shall be dgsd to the public, depending on the choice of the
issuer, either in a language of disclosure desgghby its home Member State and the host Member
States, or in a language customary in the sphdrgeshational finance.



(7) Where the Republic of Croatia is the host MemB&te of the issuer, regulated information
disclosed to the public according to the law of hlibene Member State of the issuer, shall be disdlose
to the public in a language that, according to liwe of the home Member State of the issuer, is
designated as the language of disclosure and deweod the choice of the issuer, either in the
Croatian language or in a language customary isphere of international finance.

Article 439

(1) A natural person or legal entity referred toAiriicle 415, 416 and 417 of this Act shall fileeth
notification referred to in Article 413 of this Aetith the Agency and the issuer in the Croatian
language.

(2) A natural person or legal entity referred toAricle 415, 416 and 417 of this Act shall fileeth
notification referred to in Article 413 of this Autith the Agency and the issuer in the Croatiam@&
language customary in the sphere of internatidnahte.

(3) If the issuer receives the notification referte in Article 413 of this Act in a language custry
in the sphere of international finance, the Agen@y not request the issuer to provide a translation
into Croatian language.

Manner of Disclosure to the Public
Article 440

(1) The issuer shall disclose regulated informatmthe public in a manner ensuring fast accessenf
public to regulated information on a non-discriniorg basis.

(2) In order to disclose regulated information be tublic, the issuer shall use the media as may
reasonably be relied upon for the effective dissation of information to as wide a public as padssib
and as close to simultaneously as possible in gpuBlic of Croatia and in other Member States, and
the issuer shall use only those media whose opsrate incorporated in the Republic of Croatia.

(3) In order to disclose regulated information be tpublic, the issuer shall use the media as may
reasonably be relied upon for the effective dissaton of information to as wide a public as possib
and as close to simultaneously as possible in #pmRic of Croatia and in other Member States, and
the issuer shall not be obliged to use only theianethose operators are incorporated in the Republic
of Croatia.

(4) The issuer shall communicate regulated infolonato the media in their unedited full regulated
content. In the case of the reports referred téiticle 403, 407, 410 and 411 of this Act being
disclosed to the public, this requirement shalbdbemed fulfilled if the announcement relating te th
regulated information is communicated to the med@icating on which website, in addition to the
official registers of regulated information, theoets referred to in Article 403, 407, 410 and 4ié
available to the public in full.

(5) When communicating regulated information to tmedia, the issuer shall indicate that the
information is regulated information and identifearly the issuer, the subject matter of the d=male

to the public and the date and time of the commatitin of the regulated information to the media by
the issuer.

(6) The issuer shall choose a manner of commungaé&gulated information to the media that, to the
largest extent possible, prevents unauthorized sacaminimises the risk of data corruption and
unauthorised access, and provides certainty d®tedurce of regulated information.



(7) It shall be deemed that the issuer has fulfilies obligation of communicating regulated
information to the media after it receives the amidedgement of the media to which regulated
information was communication that regulated infation was received in full.

(8) All costs of disclosure to the public shallllmne by the issuer.

(9) The issuer shall communicate to the Agency aouthdelay a proof of fulfilling its obligation of
disclosure and the manner of disclosure to theiq@ubl

(10) Upon request, the issuer shall be able to camicate to the Agency, in relation to any disclesur
of regulated information, the following:

1. the name of the person who communicated thenrtion to the media;
2. the time and date on which the information warsmunicated to the media;

3. the security validation details and technicaht relating to the procedure of communicating th
information to the media;

4. the details on the name and type of the medinch the manner in which it disclosed the
communicated regulated information to the public;
5. if applicable, details of any embargo placedHyissuer on the regulated information.

Article 441

(1) Whenever the issuer communicates regulatednrg#ton to the media, it shall at the same time
file that information in its unedited full regulateontent with the Agency and into the official istgr
of regulated information.

(2) The issuer whose securities are admitted wirtgaon a regulated market that is operated by a
stock exchange shall at the same time file regdilmt®rmation, in addition to the media, the Agency
and the official register of regulated informatiavith the stock exchange.

(3) The Agency may publish regulated informationefged in accordance with paragraph 1 of this
Article on its Internet site.

Liability for Information Disclosure
Article 442

The issuer, members of its management and/or sgpeyvbodies and persons who are responsible
within the issuer for fulfilling individual obliga&dns of the issuer laid down in Article 403, 40704
411, 431 and 432 of this Act shall be jointly amVerally liable to an investor for the damage an
investor suffers as a result of irregularitiesutfifiing such obligations, except where it cangreven
that in their fulfilment of such obligations theyezcised care of a good expert.

Article 443

(1) Where securities of the issuer are admittettading on a regulated market without the issuer’s
consent, each obligation of the issuer laid dowthia Title and in Articles 459 to 462 of this Act,
shall be, instead by the issuer, fulfilled in fbly a person who has applied for the admission of
securities to trading on a regulated market withbetissuer’s consent.



(2) A person who has applied for the admissioneglsities to trading on a regulated market without
the issuer’'s consent shell be liable to an invekiothe damage an investor suffers as a result of
irregularities in fulfilling obligations referredotin Article 442 of this Act, except where it cam b
proven that in their fulfilment of such obligatiotieat person exercised care of a good expert.

Official Register of Regulated Information

Article 444

(1) The official register of regulated informatias a system for collection, storage, processing and
publication of regulated information.

(2) The official register of regulated informati@hall comply with minimum quality standards of

protection of integrity of the collected and storedormation, certainty as to the source of

communicated information, recording the time ofeipt of the information and easy access by end
users to the information stored.

Article 445

(1) The official register of regulated informatishall be maintained by the Agency. The Agency may
transfer the task of maintaining the official reégiof regulated information to another legal entit

(2) The Agency shall adopt an ordinance laying daechnical, security, organisational and other
conditions for maintaining the official registermefgulated information.

(3) The Agency shall also adopt an ordinance laglogin the documentation to be provided by a
legal entity to prove it complies with the requimis referred to in paragraph 1 and 2 of this Aatic

(4) Before introducing any changes to the officegister of regulated information, the legal entity
maintaining the official register of regulated infation shall obtain consent by the Agency.

(5) The legal entity maintaining the official reigis of regulated information may charge a fee
affordable to end users for disseminating of tleest information.

(6) The legal entity maintaining the official retgis of regulated information shall obtain conseint o
the Agency for the fee and any changes to thedfiegred to in paragraph 5 of this Article.
Chapter 6
Powers of the Agency and Supervisory Measures
Article 446

(1) The Agency shall supervise the fulfiliments ibtlze obligations laid down in the provisions bfg
Title.

(2) In order to supervise the fulfilments with tipeovisions of this Title, the Agency shall be
empowered to:

1. require auditors, issuers, persons who admgesdirities of the issuer to trading on a regulated
market without its consent, natural persons andllegtities referred to in Articles 415, 416 and 41
of this Act to provide information, documents, staents and declarations;



2. require undertakings that control or are cotgcbby natural persons and legal entities refetoed
point 1 of this paragraph, as well as from otheurs persons and legal entities that might have
knowledge of interest for supervision, to providéormation, documents, statements and declarations;

3. require the issuer to make public the informmatistatements and declarations referred to in doint
and 2 of this paragraph by the means and withitithe limits determined by the Agency;

4. make public the information, statements and atatbns referred to in point 1 and 2 of this
paragraph in the event the issuer, or the perdwtscontrol it or are controlled by it, or the pmrs
who admitted securities of the issuer to tradingaargulated market without the issuer's consaitt, f
to do so, after the Agency receives a statemerthdo effect from the issuer or the person who
admitted the issuer's securities to trading orgaleged market without the issuer's consent;

5. require managers of the issuers, or person wimateed the issuer's securities to trading on a
regulated market without the issuer's consent, atural persons and legal entities referred to in
Articles 415, 416 and 417 of this Act, to make dated information public, in the event regulated
information was not disclosed to the public;

6. suspend, or request the relevant regulated markbe Republic of Croatia on which securities of
the issuer are admitted to trading, to suspendnigad securities for a maximum of ten days if désh
reasonable grounds for suspecting that the proxssom the obligation of disclosure to the publigeha
been infringed by the issuer;

7. prohibit trading with securities of the issuer @ regulated market in the Republic of Croatiat, if
finds that the provisions on the obligation of thsare to the public have been infringed, or ifats
reasonable grounds for suspecting that they hase inéringed:;

8. monitor that the issuer, or the person who adahisecurities of the issuer to trading on a regdla
market without the issuer's consent, discloses lyinrdformation with the objective of ensuring
effective and equal access to the public on thdevteoritory of the Republic of Croatia;

9. monitor that the issuer, or the person who aduohisecurities of the issuer to trading on a regdla
market without the issuer's consent, discloses lyinrdformation with the objective of ensuring
effective and equal access to the public in all MenStates where the securities are traded,;

10. take appropriate action towards the issueth@mperson who admitted securities of the issuer to
trading on a regulated market without the issuedasent, in the event they, when disclosing
information to the public, do not comply with thengiple of effective and equal access to disclosed
information on the territory referred to in poid) @nd (9) of this paragraph;

11. make public the fact that an issuer, or a pevdoo admitted securities of an issuer to tradingo
regulated market with the issuer's consent, ortaralaperson or legal entity referred to in Artgle
415, 416 and 417, is failing to comply with its iglations under the provisions of this Title;

12. examine whether regulated information is drayprin accordance with the content and form laid
down in this Act;

13. take appropriate measures if regulated infaonas not drawn up in accordance with the content
and form laid down in this Act;

14. carry out direct supervision in the territofitlee Republic of Croatia in order to verify congsice
with the provisions of this Title; where necessatlye Agency shall carry out supervision in
cooperation with the judicial authority and/or atl@thorities.



(3) The disclosure to the Agency by the auditorsfdrmation or documentation in accordance with
paragraph 2 point (1) of this Article shall not stitute a breach of any restriction on disclosure o
information imposed on the auditors by contracbytaw, regulation or administrative provision and
shall not involve such auditors in liability of akind.

(4) Where securities of the issuer are admittettading on a regulated market that is operated by a
stock exchange and where the Agency finds irregdarand/or infringements of the law within the
meaning of the provisions of this Title, the Agerstall issue a decision ordering what actions @re t
be taken to contribute to establishing compliandé the law or it shall impose a measure within the
powers laid down in paragraph 2 of this Articlewihe time limit for its implementation and for the
submission of proof on what has been done.

(5) Where the Republic of Croatia is the home Meangiate of the issuer and where the Agency finds
irregularities and/or infringements of the law wviitlthe meaning of the provisions of this Title, the

Agency shall issue a decision ordering what actiares to be taken to contribute to establishing
compliance with the law or it shall impose a measwithin the powers laid down in paragraph 2 of

this Article with the time limit for its implementian and for the submission of proof on what has
been done.

(6) All measures referred to in paragraph 2 of #riicle shall be notified by the Agency to theliss,
shareholders or holders of debt securities throtigh issuer, to the regulated market on which
securities of the issuer are admitted to tradindy tanthe competent authority of the regulated marke
on which securities of the issuer are admittedading.

(7) If a person or entity referred to in paragr&ppoint (1) and (2) of this Act does not complytwit
the decision of the Agency referred to in paragrdpmd 5 of this Article, the Agency may issue a
new decision ordering the implementation of a newfdhe same measure.

Article 447

(1) Where the Republic of Croatia is the host MemBtate of the issuer and the Agency finds
irregularities and/or infringements of the provisoon disclosure of information to the public, the
Agency shall refer its findings with regard to suclkegularities and/or infringements to the compete
authority of the home Member State of the issuer.

(2) If, despite the measures taken by the competathority of the home Member State, the issuer or
the person who admitted securities of the issuérating on a regulated market without the issuer's
consent, and/or a natural person or legal entfigrmed to in Articles 415, 416 and 417 of this Act,
persists in infringing the provisions on discloswt information to the public, the Agency is
empowered, for the protection of investors, andraftforming the competent authority of the home
Member State, to impose measures within the popmergded for in Article 446 paragraph 2 of this
Act that contribute to establishing compliance with provisions of the law.

(3) The Agency shall inform the European Commissibthe measures referred to in paragraph 2 of
this Article that were taken at the earliest opuaitty.

Article 448

The Agency may disclose to the public every measaken or penalty imposed for irregularities
and/or infringements of the obligations to makeoinfation public in connection with individual
issuers, save where such disclosure would serioadlgct the financial markets or cause
disproportionate damage to the persons or entitieslved in the measures taken or penalties
imposed.



Obligations of the Agency
Article 449
The Agency shall lay down detailed guidelines angblementing measures in an ordinance in
connection with the obligations provided for ingtfiitle, observing at the same time the implementin

measures adopted by the European Commission inrceceze with Article 27, paragraph 2 of
Directive 2004/109/EC.

Part four
Market Abuse

Title |

Application of this part
Article 450

(1) Provisions of Articles from 450 to 487 of tifist shall apply to any financial instrument admndtte
to trading on a regulated market in the Republi€afatia, or for which a request for admission to
trading on such a market has been made, irrespeatiwhether or not the transaction itself actually
takes place on or outside that market.

(2) Provisions of Articles 456, 457 and 458 of thist shall apply to any financial instrument not
admitted to trading on a regulated market in thpuRéc of Croatia, but whose value depends on a
financial instrument as referred to in paragrafi this Article.

(3) For the purposes of Articles from 455 to 458tiddes 465, 466, 468, 469 and 470, Articles 480,
481 and 482 of this Act, the term regulated maakst includes the multilateral trading platform.

Article 451

(1) Provisions of Articles from 450 to 487 of tifist shall apply to any financial instrument adndtte
to trading on a regulated market in at least onenbtr State, or for which a request for admission to
trading on such a market has been made, irrespeatiwhether or not the transaction itself actually
takes place on or outside that market.

(2) Provisions of Articles 456, 457 and 458 of thist shall apply to any financial instrument not
admitted to trading on a regulated market in thenlder State, but whose value depends on a financial
instrument as referred to in paragraph 1 of thischs.

(3) For the purposes of Articles from 455 to 458tiddes 465, 466, 468, 469 and 470, Articles 480,
481 and 482 of this Act, the term regulated maakst includes the multilateral trading platform.

Article 452

Provisions of Articles from 459 to 463 of this Agitall not apply to the issuer who has not requested
or approved admission of his financial instrumeatsading on a regulated market.



Article 453
Prohibitions and requirements provided for in thést of the Act shall apply to:

1. actions carried out on the territory of the Rajmuof Croatia or abroad concerning financial
instruments that are admitted to trading on a agdl market situated or operating within the teryit

of the Republic of Croatia or for which a request &dmission to trading on such market has been
made;

2. actions carried out on the territory of the Rajmuof Croatia concerning financial instrumentatth
are admitted to trading on a regulated market éntlird country or for which a request for admiasio
to trading on such market has been made;

3. actions carried out on the territory of the Ra#jmuof Croatia concerning financial instrumentatth
are admitted to trading on a regulated market iotteer Member State or for which a request for
admission to trading on such market has been made.

Exceptions to the application of this part of the At
Article 454

(1) Trading in own shares in 'buy-back' programmestabilisation of financial instruments shall not
be considered market abuse, subject to conditiorscpbed by a special Ordinance to be adopted by
the Agency.

(2) Trading in own shares in 'buy-back' programmestabilisation of financial instruments shall not
be considered market abuse in accordance with Cssioni Regulation (EC) No. 2273/2003.

(3) Articles from 450 to 487 of this Act shall napply to transactions carried out by the Repulflic o
Croatia and the Croatian National Bank or any othstitution or any person acting on their behalf
with regard to carrying out monetary, exchange-oatgublic debt management policy.

(4) Articles from 450 to 487 of this Act shall napply to transactions carried out by Member States,
the European System of Central Banks, nationakakebanks or other officially designated body, or
person acting on their behalf with regard to cawgyout monetary, exchange-rate or public debt
management policy.

Title 1l

Inside Information
Article 455

(1) Inside information is the information of a pisnature which has not been made public, relating
directly or indirectly, to one or more issuers @fahcial instruments of to one or more financial
instruments and which, if it were made public, vibble likely to have a significant effect on the
prices of those financial instruments or on thegf related derivative financial instruments. IBuc
likelihood of a significant effect shall be deenm@dsting if a reasonable investor would be likedy t
use such information as part of the basis of hisstment decisions.

(2) In relation to derivatives on commodities, desiinformation shall mean information of a precise
nature which has not been made public, relatimgctly or indirectly, to one or more such derivatv



and which users of markets on which such derivatisee traded would expect to receive in
accordance with accepted market practices on thaskets.

(3) For the purposes of applying Paragraph 2. isfAltticle users of markets on which derivatives on
commodities are traded are deemed to expect toveesdormation relating directly or indirectly to
one or more such derivatives which is:

- routinely made available to the users of thosekata, or

- required to be disclosed in accordance with legakgulatory provisions, market rules, contramsts
customs on the relevant underlying commodity maoketommodity derivatives market.

(4) Information referred to in paragraphs 1 andf 2his Article shall be deemed to be of a precise

nature if it indicates a set of circumstances wheglsts or may reasonably be expected to come into
existence or an event which has occurred or magoresly be expected to do so and if it is specific

enough to enable a conclusion to be drawn as t@alsible effect of that set of circumstances or

event on the prices of financial instruments oated derivative financial instruments.

(5) For persons charged with the execution of @rdewncerning financial instruments, inside
information shall also mean information conveyed aylient and related to the client's pending
orders, which is of a precise nature, which relatesctly or indirectly to one or more issuers of
financial instruments or to one or more finanamtiuments, and which, if it were made public, wioul
be likely to have a significant effect on the psicaf those financial instruments or on the price or
related derivative financial instruments.

Article 456
(1) Any person referred to in the second paragrdyhis Article who possesses inside information is
prohibited from using that information by acquiriagdisposing of, or by trying to acquire or dispos
of, for his own account or for the account of thed party, either directly or indirectly, finantia
instruments to which that information relates.
(2) The previous paragraph shall apply to any pevgaoo possesses that information:
1. by virtue of his membership of the administratior supervisory bodies of the issuer; or
2. by virtue of his holding in the capital of tlesuer; or
3. by virtue of his having access to the informatiorough the exercise of his employment, professio
or duties; or
4. by virtue of committed criminal offence.
(3) Where the person referred to in paragraph thisfArticle is a legal person, the prohibitiondai
down in that paragraph shall also apply to thenahpersons who take part in the decision to cauty
the transaction for the account of the legal persorcerned.
(4) This Article shall not apply to transactionsndacted in the discharge of an obligation that has
become due to acquire or dispose of financial umsémts where that obligation results from an
agreement concluded before the person concernsegsesl inside information.

Article 457
Any person subject to the prohibition laid dowrAirticle 456 of this Act shall be prohibited from:

1. disclosing or making accessible inside inforomatio any other person unless such disclosure or
accessibility is made in the normal course of tker@se of his employment, profession or duties;



2. recommending or inducing another person, orb#sis of inside information, to acquire or dispose
of financial instruments to which that informaticeiates.

Article 458

Articles 456 and 457 of this Act shall also applyainy person, other than the persons referred to in
those Articles, who possesses inside informatioilewthat person knows, or ought to have known,
that it is inside information.

Public disclosure of inside information directly cacerning the issuer
Article 459

(1) The issuer of financial instrument shall endina the inside information which directly concern
the said issuer is made public as soon as possiblereby he shall ensure that such information is
complete, truthful and substantially accurate.

(2) The issuer shall not be allowed to make thermbtion referred to in this Article public in the
frames of his marketing activities in a mannerliite be misleading.

(3) The issuer shall make the information publicarding to provisions of this Article in a manner
which enables fast access and complete, corredirapty assessment of the information and shall do
so by applying in an appropriate manner provisiohnArticle 438 to 445 of this Act. The issuer shall
for an appropriate period, post on his Internetssill inside information that they are required to
disclose publicly.

(4) The Agency shall, by virtue of an Ordinancesgaribe more closely which information is likely to
be taken into consideration when making decisiordisolosure of inside information referred to in
paragraph 1 of this Article.

Article 460
Any significant changes concerning already publitigclosed information referred to in Article 459
of this Act shall be publicly disclosed promptiyteafthese changes occur, in the same manner as the
one used for public disclosure of the original mfiation.

Article 461
(1) An issuer may under his own responsibility gielae public disclosure of inside information, as
referred to in Article 459 of this Article, such ast to prejudice his legitimate interests providieat
such delay would not be likely to mislead the pulalihnd provided that an issuer is able to ensure the
confidentiality of that information.
(2) The Agency shall, by virtue of an Ordinanceggaribe more closely the circumstances likely to

indicate the existence of legitimate interestsrrefeto in paragraph 1 of this Article

Article 462



Whenever an issuer, or a person acting on his belmafor his account, discloses any inside

information to any third party in the normal exseciof his employment, profession or duties, he must
make complete and effective public disclosure at thformation, simultaneously in the case of an

intentional disclosure of that information and ppily in the case of a non-intentional disclosure,

except if the person receiving the information oweguty of confidentiality, regardless of whether

such duty is based on a regulation, articles af@ason or on a contract.

List of insiders
Article 463

(1) Issuers or persons acting on their behalf otHeir account shall draw up list of persons wogki
for them under a contract of employment or otheewamd having access to inside information
relating, directly or indirectly, to the issuer, amegular basis or occasionally (lists of insiglers

(2) Issuers or persons acting on their behalf ortheir account shall update the list regularly and
submit it to the Agency upon its request and kéepntfor at least five years after being drawn up or
updated.

(3) Lists of insiders shall state at least: firstddast name, date of birth, address of permanent
residence or temporary residence if this is applegaof the person having access to inside

information, the reason why a person has beendedun the list, and the date on which the list of

insiders was drawn up or updated.

(4) Lists of insiders shall be promptly updated wéneer there is a change in the reason why any
person is already on the list, whenever any newqmehas to be added to the list whether and when
any person already on the list has no longer ad¢oasside information.
(5) Persons required to draw up lists of insidévallgake the necessary measures to ensure that any
person on such a list that has access to insidenmation acknowledges the legal and regulatoryeguti
entailed and is aware of the sanctions attachinghé&o misuse or improper circulation of such
information.

Article 464
(1) Person discharging managerial responsibiltigsin an issuer shall mean a person who is:
1. a member of the administrative or supervisomybaf the issuer;
2. a senior executive, who is not a member of tbdids as referred to in point 1 of this paragraph,
having regular access to inside information reggtitirectly or indirectly, to the issuer, and themer

to make managerial decisions affecting the futeneetbpments and business prospects of this issuer.

(2) Person closely associated with a person digaltamanagerial responsibilities within an issuer o
financial instruments shall mean:

1. the spouse of the person discharging managespbnsibilities, or any person which is considered
by national law as equivalent to the spouse;

2. according to national law, dependent childrethefperson discharging managerial responsibilities

3. other persons, who have shared the same hodsasolthe person discharging managerial
responsibilities for at least one year on the datbée transaction concerned;



4. any legal person, trust or partnership, whoseagerial responsibilities are discharged by a perso
referred to in point 1 of this Article or in poinls 2 and 3 of this paragraph, or which is direcity
indirectly controlled by such a person, or thasét up for the benefit of such a person, or whose
economic interests are substantially equivaletitése of such person.

(3) Persons referred to in paragraphs 1 and 2igfAttiicle shall notify to the Agency all acquisitis

or disposals conducted on own account for the shafréhe issuer admitted to trading on a regulated
market in the Republic of Croatia, as well as asitjons or disposals of derivatives or other firiahc
instruments linked to those shares, in which thesqre referred to in paragraph 1 discharges
managerial responsibilities, within 5 working dafyem the day of the acquisition or disposal
concerned.

(4) The Agency shall, the information from theification, as referred to in the paragraph 3 o§ thi
Article, deliver without delay to the Official Rexjer of Regulated Information from the Article 444.
of this Act:

- for the issuer with registered office in and algsof the Republic of Croatia,

- for the issuer with registered office in the Relwiof Croatia and for the issuer which is obliged
deliver to the Agency the annual information iratin to the shares from the Article 364. of thist.A

(5) The notification from the previous paragraphlksbontain the following information:

1. name of the person discharging managerial ressipibties within the issuer, or, where applicable,
name of the person closely associated with su@rsop;

2. reason for responsibility to notify;

3. name of the relevant issuer;

4. description of the financial instrument;
5. nature of the transaction;

6. date and place of the transaction;
7. price and volume of the transaction.

(6) Where the total amount of acquisitions or degte has reached 40,000 00 HRK at the end of a
calendar year, no notification is required by passteferred to in paragraph 1 and 2. The total amou
of acquisitions or disposals shall be computed byreing up the value of such acquisition or
disposals of persons referred to in paragraphsiRaf this Article.
(7) Obligations prescribed by this Article shalltrapply to the shares of the issuer who has not
requested or approved admission of financial imsénts to trading on a regulated market.
Title 1
Market Manipulation

Article 465

Any form of market manipulation shall be forbidden.



Article 466
(1) Market manipulation shall mean:

1. transactions or orders to trade which give rerliiely to give, false or misleading signals ashe
supply of, demand for or price of financial instremis, or which secure, by a person, or persons
acting in collaboration, the price of one or sel/Brancial instruments at an artificial level;

unless the person who entered into the transactioissued the orders to trade establishes that his
reasons for so doing are legitimate and that thessactions or orders to trade conform to accepted
market practices on the regulated market concerned;

2. transactions or orders to trade which emploftificis devices or any other form of deception or
contrivance;

3. dissemination of information through the medreluding the Internet, or by any other means,
which gives, or is likely to give, false or misl@agl signals as to financial instruments, includihg
dissemination of rumours and false or misleadingsyevhere the person who made the dissemination
knew, or ought to have known, that the informatizas false or misleading. In respect of journalists
when they act in their professional capacity susBamination of information is to be assessed takin
into account the rules governing their professioress those persons derive, directly or indirectly
advantage or profits from the dissemination ofitfiermation in question.

(2) In particular the following activities and carad derived from the definition of market
manipulation from the previous paragraph of thiicde shall be deemed market manipulation:

1. activities by a person, or persons acting iabaolration, to secure a dominant position over the
supply of or demand for a financial instrument whitas the effect of fixing, directly or indirectly,
purchase or sale prices or creating other unfadling conditions;

2. the buying or selling of financial instrumentgtee close of the market with the effect of midieg
investors acting on the basis of closing prices;

3. taking advantage of occasional or regular acmeste traditional or electronic media by voicimg
opinion about a financial instrument or indirectbout its issuer while having previously taken
position on that financial instrument and profitisigbsequently from the impact of the opinion voiced
on the price of that instrument, without having sitaneously disclosed that conflict of interesttie
public in a proper and effective way.

Article 467
The stock exchange shall prescribe and implemestepiures and measures aimed at detecting and
preventing market manipulation practices on thelleegd market on which it operates.

Article 468
Investment firms and credit institutions authoridgtthe competent authorities to provide investment

services and carry out investment activities shalify the Agency, on the basis of information
accessible to them, of cases for which they reddpsaispect to constitute market abuse.

Article 469



The Agency shall, by virtue of an Ordinance, priggecmore closely procedures that can be deemed
market abuse and obligations of the Agency and etgrétrticipants aimed at prevention and detection
of such procedures.

Accepted Market Practices
Article 470

(1) Accepted market practices are practices thatreasonably expected in one or more financial
markets and are accepted by the Agency in accoedaitb the procedure adopted, which is to be
prescribed in detail by virtue of a special Ordicen

(2) The Agency shall consult, before accepting lmanging the already adopted market practice,
appropriate relevant bodies such as representaifvigsuers, financial services providers, conssmer

other authorities and market operators, which balspecially prescribed by virtue of an Ordinance
from the paragraph 1 of this Article.

(3) Accepted market practices from the paragrapif this Article the Agency passes in the form of a
special Ordinance.

Title IV
Recommendations
Article 471
For the purposes of this Title of the Act, thedaling definitions shall mean:

1. Recommendation means research, or other infmmatcommending or suggesting, explicitly or
implicitly, an investment strategy, concerning ameseveral financial instruments or the issuers of
financial instruments, including any opinion astte present or future value or price of such
instruments, intended for distribution channels for the public.Explicitty recommending or
suggesting an investment strategy shall mean reemdations such as “buy”, “hold” or “sell”.
Implicitly recommending or suggesting an investmsimategy shall mean the recommendation by
reference to a price target or otherwise.

2. Research or other information recommending ggesting investment strategy means:

a) information produced by an independent analrsinvestment firm, a credit institution, any other
person whose main business is to produce recomrmenslar a natural person working for them
under a contract of employment or otherwise, tliitiectly or indirectly, expresses a particular
investment recommendation in respect of a finanogtument or an issuer of financial instruments;

b) information produced by persons other than thesgns referred to in item a) of this paragraph
which directly recommends a particular investmeatision in respect of a financial instrument.

3. Provider of recommendations means a naturalegall person producing or disseminating
recommendations in the exercise of his professidgheoconduct of his business.

4. ‘Issuer’ means the issuer of a financial inseaito which a recommendation relates, directly or
indirectly.



5. Appropriate regulation shall mean regulatior)uding self-regulation, by which it is ensuredttha
the Provider of recommendations which producesissedninates recommendations take reasonable
care to ensure that these recommendations arg faigbkented and disclose his interests or indicate
conflict of interest concerning the financial instrents to which recommendations relate.

Identity of producers of recommendations
Article 472

(1) Any recommendation shall disclose clearly armirpnently the identity of the person responsible
for its production, in particular, the name and jtothe of the individual who prepared the
recommendation and the name of the legal persqomsgble for its production. Where the Provider
of recommendation is an investment firm or a crattitution, the recommendation shall disclose the
identity of the relevant competent authority. Whtre relevant person is neither an investment firm
nor a credit institution, but is subject to selfjubatory standards or codes of conduct, the
recommendation shall disclose a reference to thaselards or codes.

(2) In the case of non-written recommendationsyiregnent laid down in paragraph 1 of this Article
shall be deemed complied with if such recommendaticludes a reference to the place where such
disclosures can be directly and easily accessedebgublic, such as an appropriate internet sithef
Provider of recommendations.

(3) Paragraph 1 of this Article shall not apply journalists subject to Appropriate regulation,
provided that such regulation achieves similara@#f@s those of paragraph 1.

General standard for fair presentation of recommendtions
Article 473
(1) Provider of recommendations shall take readenzdre to ensure that:

1. facts are clearly distinguished from interpiietad, estimates, opinions and other types of non-
factual information;

2. all sources are reliable or, where there isdouybt as to whether a source is reliable, thideiarty
indicated;

3. all projections, forecasts and price targets cdearly labelled as such and that the material
assumptions are indicated:

- which are based on such projections, forecastp#doe targets,

- which are used for the production of these ptaes, forecasts and price targets.

(2) In the case of non-written recommendationsydaeds laid down in paragraph 1 of this Article
shall be deemed complied with if such recommendaticludes a reference to the place where such
disclosures can be directly and easily accesseldebgublic, such as an appropriate Internet sithef
Provider of recommendations.

(3) Upon request by the Agency, a relevant perbali explain the grounds for the recommendation.

(4) Paragraphs 1 and 3 of this Article shall nqtlapo journalists subject to Appropriate regulatio
provided that such regulation achieves similara$fas those of paragraph 1 and 3. of this Article.



Additional obligations in relation to fair presentation of recommendations
Article 474

(1) In addition to the obligations laid down in ite 473 of this Act, where the Provider of
recommendation is an independent analyst, an imesdtfirm, a credit institution, any related legal
person, any other Provider of recommendation wimasi@ business is to produce recommendations,
or a natural person working for them under a cattoh employment or otherwise, such persons shall
take reasonable care to ensure that at least:

1. all relevant sources of information are indidatevhich have been used as a basis for the
recommendation, as appropriate, including the nafhe issuer to whom the recommendation is
related and whether the recommendation has beeloshsl to that issuer and amended following this
disclosure before its dissemination;

2. any basis of valuation or methodology used tawate a financial instrument or an issuer of a
financial instrument, or to set a price targetddinancial instrument, is adequately summarised;

3. the meaning of any recommendation made (sucbugs ‘sell’ or ‘*hold’) which may include the
time horizon of the investment to which the recomdation relates, is adequately explained and any
appropriate risk warning, including a sensitivityadysis of the relevant assumptions, indicated,;

4. reference is made to the planned frequencynyf af updates of the recommendation and to any
major changes in the coverage policy previouslyoanoed;

5. the date at which the recommendation was fektased for distribution is indicated clearly and
prominently, as well as the relevant date and fon@ny financial instrument price mentioned,

6. where a recommendation differs from a previammmmendation concerning the same financial
instrument or issuer, issued during the 12-montiodémmediately preceding its release, this change
and the date of the earlier recommendation areated clearly and prominently.

(2) Where the requirements laid down in points and 3 of the paragraph 1 of this Article would be
disproportionate in relation to the length of tleeommendation distributed, it shall suffice to make
clear and prominent reference in the recommendaiiself to the place where the required
information can be directly and easily accessedhieypublic, such as a direct Internet link to that
information on an appropriate internet site of Brevider of recommendation, provided that there has
been no change in the methodology or basis of tialuased.

(3) In the case of non-written recommendationsndseds laid down in paragraph 1 of this article
shall be deemed complied with if such recommendanaludes a reference to the place where such
disclosures can be directly and easily accessedebgublic, such as an appropriate Internet sithef
Provider of recommendation.

General standard for disclosure of interests and adlicts of interest
Article 475

(1) Provider of recommendations shall disclose ralationships and circumstances that may
reasonably be expected to impair the objectivityhef recommendation, in particular where relevant
persons have a significant financial interest ie on more of the financial instruments which am th
subject of the recommendation, or a significantflectnof interest with respect to an issuer to whic
the recommendation relates.



(2) Where the Provider of recommendation on isgall@erson, requirement from paragraph 1 of this
Article shall apply also to any legal or naturatqma working for it, under a contract of employment
or otherwise, who was involved in preparing theoramendation.

(3) Where the Provider of recommendation is a lggaison, the information to be disclosed in
accordance with paragraph 1 and 2 of this Artiblaisat least include the following information &
interests and conflicts of interest:

1. interests or conflicts of interest of the Pravidf recommendations or of related legal persbat t
are accessible or reasonably expected to be adoleetsithe persons involved in the preparatiorhef t
recommendation;

2. interests or conflicts of interest of the Praridf recommendations or of related legal persons
known to persons who, although not involved inpheparation of the recommendation, had or could
reasonably be expected to have access to the remosation prior to its dissemination to customers
or the public.

(4) Recommendation itself shall include disclosuegsrred to in paragraphs 1, 2 and 3 of this Agtic
Where such disclosures would be disproportionatecsiation to the length of the recommendation
distributed, it shall suffice to make clear andrmpitent reference in the recommendation itself & th
place where such disclosures can be directly asityesccessed by the public, such as a directrieter
link to the disclosure on an appropriate interitetsf the Provider of recommendations.

(5) In the case of non-written recommendationsyddeds laid down in paragraph 1 and 2 of this
Article shall be deemed complied with if such recoemdation includes a reference to the place where
such disclosures can be directly and easily acddsgé¢he public, such as an appropriate Interret si
of the Provider of recommendations.

(6) Paragraphs 1 to 4 of this Article shall notlgdp journalists subject to Appropriate regulation
provided that such regulation achieves similara#fas those of paragraph 1 to 4. of this Article.

Additional obligations in relation to disclosure ofinterests or conflicts of interest
Article 476

(1) In addition to the obligations laid down in iste 475 of this Act, where the recommendation is
produced by an independent analyst, an investnmamt & credit institution, any related legal person
or any other Provider of recommendations whose rhaginess is to produce recommendations, the
recommendation shall clearly and prominently diselthe following information on their interests
and conflicts of interest:

1. major shareholdings that exist between the Bewsvdf recommendations or any related legal
person on the one hand and the issuer on the lotimel. These major shareholdings include at least
the following instances: when shareholdings excegdi % of the total issued share capital in the
issuer are held by the Provider of recommendationsany related legal person, or when
shareholdings exceeding 1 % of the total issuedestapital of the Provider of recommendations or
any related legal person are held by the issuer;

2. other significant financial interests held by tRArovider of recommendations or any related legal
person in relation to the issuer;

3. where applicable, a statement that the Provileecommendations or any related legal person is a
market maker or liquidity provider in the financiaktruments of the issuer;



4. where applicable, a statement that the Prowfleecommendations or any related legal person has
been lead manager or co-lead manager over theope¥?2 months of any publicly disclosed offer of
financial instruments of the issuer, as referreih tarticle 5. paragraph 1. point 6. and 7. of tAid;

5. where applicable, a statement that the Provafleecommendations or any related legal person is
party to any other agreement with the issuer redatb the provision of investment banking services,
provided that this would not entail the disclosafeny confidential commercial information and that
the agreement has been in effect over the prevdidusonths or has given rise during the same period
to the payment of a compensation or to the promiget a compensation paid;

6. where applicable, a statement that the Prowfleecommendations or any related legal person is
party to an agreement with the issuer relatindgpéoproduction of the recommendation.

(2) Investment firms and credit institutions shafi, general terms, disclose organisational and
administrative arrangements for the prevention amidance of conflicts of interest with respect to
recommendations, including information barriers.

(3) For natural or legal persons working for aneistvnent firm or a credit institution, under a caotr

of employment or otherwise, and who were involved greparing the recommendation, the
requirement under Article 475, paragraph 2 of thit shall include, in particular, disclosure of
whether the remuneration of such persons is tiedviestment banking transactions performed by the
investment firm or credit institution or any reldtkegal person. Where those natural persons acquire
the shares of the issuers prior to a public offpidh such shares, the price at which the shares wer
acquired and the date of acquisition shall alsdibelosed.

(4) Investment firms and credit institutions shdiclose, on a quarterly basis, the proportionlbf a
recommendations that are "buy", "hold", "sell" quevalent terms, as well as the proportion of issue
corresponding to each of these categories to wiiehinvestment firm or the credit institution has
supplied material investment banking services tiverprevious 12 months.

(5) Recommendation itself shall include disclosuezgiired by this Article, paragraph 1 to 4. Where
such requirements would be disproportionate intimiato the length of the recommendation
distributed, it shall suffice to make clear andrmirwent reference in the recommendation itself # th
place where such disclosure can be directly anityessessed by the public, such as a direct Ietern
link to the disclosure on an appropriate interitetaf the investment firm or the credit institutio

(6) In the case of non-written recommendationsydaeds laid down in paragraph 1 of this Article
shall be deemed complied with if such recommendanaludes a reference to the place where such
disclosures can be directly and easily accessedebgublic, such as an appropriate Internet sithef
investment firm or the credit institution.

Dissemination of recommendations produced by thirgbarties
Article 477
(1) Whenever a Provider of recommendations under divn responsibility disseminates a
recommendation produced by a third party, the rewendation shall indicate clearly and prominently

the identity of that Provider of recommendations.

(2) When the person disseminating recommendatiooduged by the third party substantially alters
the recommendation, that person shall clearly ardgtail indicate that alteration.

(3) Whenever the substantial alteration from palg 2. of this Article consists of a change of the
direction of the recommendation (such as changitigug" recommendation into a "hold" or "sell"



recommendation or vice versa), the requirementsdaiwn in Articles 472 to 475 on producers are
met by the disseminator, to the extent of the surtistl alteration.

(4) Provider of recommendations - legal persons wimemselves, or through natural persons,
disseminate a substantially altered recommenddiéme to adopt a formal written policy so that the
persons receiving the information may be directedtiere they can have access to the identity of the
producer of the recommendation, the recommendatseif and the disclosure of the producer's
interests or conflicts of interest, provided thage elements are publicly available.

(5) Paragraphs 2 to 4 of this Article do not apgplyews reporting on recommendations produced by a
third party where the substance of the recommemlainot altered.

(6) In case of dissemination of a summary of a mawendation produced by a third party, the
Provider of recommendations disseminating such sampishall ensure that the summary is clear and
not misleading, mentioning the source document &hdre the disclosures related to the source
document can be directly and easily accessed byublkc, provided that they are publicly available.

Additional obligations for investment firms and credit institutions

Article 478

(1) In addition to the obligations laid down in iste 477 of this Act, whenever the Provider of
recommendations is an investment firm, a credititinfon or a natural person working for such
persons under a contract of employment or othenaise disseminates recommendations produced by
a third party, they are obliged:
1. to clearly and prominently indicate the naméheir competent authority;

2. fulfil requirements laid down in Article 476 dhis Act, when the person producing the
recommendation did not disseminate it through &ibigion channel;

3. fulfil requirements laid down in Articles 472 436 of this Act when the investment firm or credit
institution substantially alters the recommendation

Article 479
Public institutions disseminating statistics liateéhave a significant effect on financial markssaill
disseminate them in a fair and transparent way.

Title V
Supervisory measures

Article 480
(1) The Agency is authorised to supervise the c@mpé with the prohibitions and requirements from
the Articles from 450 to 487 of this Act.
(2) The Agency performs the supervision of the cliempe with provisions of the Articles from 450
to 487 of this Act in order to prevent and detdw fctivities which represent the market abuse

according to the provisions of this Act, and thbexence to the obligations prescribed by this pfart
the Act.



(3) The Agency performs the supervision from thitgcke:

1. by monitoring, collecting and checking the diseld data and information, and reports which the
market participants are obliged to deliver to tlgeAcy on the basis of this Act or other Act,

2. collecting data and carrying on-site inspections
3. passing the supervisory measures from the pgvhds. of this Article.

(4) If this is necessary for the purposes of sup&m of compliance with provisions of the Articles
from 450 to 487 of this Act, the Agency can, frony @hysical or natural person request:

1. access to any document in any form whatsoewdrreceiving a copy of it;
2. require data traffic records, including telephoecords;

(5) The Agency can, from any physical or naturatspme, including those who are successively
involved in the transmission of orders or condudhe operations concerned demand all information
which are necessary to the Agency for the supenvidf necessary for the purpose of the supervjsion
the Agency is authorised to summon such persohedang.

(6) If the Agency, through supervision of the coimpte with the provisions of this Act determines
the breach of the provisions of the Articles froB040 487 of this Act, it is authorised to pass the
following supervisory measures:

1. order to the legal or natural person the cessati any activity that is contrary to the provissoof
this part of the Articles from 450 to 487 of thistA

2. pass the admonition to the legal or naturalgrersho acts contrary to the provisions of the Aesic
from 450 to 487 of this Act,

3. order to the market operator the suspendingaglirtg with the financial instrument concerned, to
cancel the suspension already ordered, at thetertevhich this is necessary for the elimination or
prevention of harmful consequences on the regulataitet;

4. order to the central clearing depositary companyoperator of the central register the temporary
freezing of financial instruments;

5. propose to the authorised body the passingeobtter for freezing or sequestration of assets and
other measures, when applicable;

6. temporarily ban the conduct of professionahitgtio the subjects of supervision.

(7) Without prejudice to the provisions of the gggnaph 6 of this Article, the Agency may, for the
purposes of supervision of the application of thiiches from 450 to 487 of this Act order adequate
measures which contribute to the establishmertteofawful conduct.

(8) If the person who is obliged to disclose thgide information according to the provisions & th
part four of this Act do not make public the insicdormation, or if he or she make public such
information incorrectly or not in the manner stgeld in provisions of the Articles from 450 to 4&7
this Act, the Agency may make public such informiatat the expense of this person.



(9) The Agency may take all necessary measurengare that the public is correctly and exactly
informed in accordance with the Articles 459 to 46l Articles from 471 to 478 of this Act.

(10) In relation to the Articles from 471. to 4@8.this Act, the measure from the paragraph 9hisf t
Article relates particularly to ordering the Proatidof the recommendation to disclose the revised
recommendation which is in accordance with the igioms of these articles, in the same way in
which the previous recommendations was disclosed.

(11) Any activity of journalists which is contraty the provisions of this part of the Act, the Aggn
shall, without delay, report to the appropriatefssional journalist organisation.

Article 481

(1) Measure referred to in Article 480 paragrapitet 4 of this Act may be adopted where there at
least a basis for suspicion exists that a persesnchemitted a criminal act of using, disclosing and
recommending the inside information, or the crirhimet of market manipulation. That measure may
last up to 60 days.

(2) The Agency cooperates with authorised bodiatetecting criminal acts referred to in paragraph 1
of this Article.

(3) Measure from the Article 480 paragraph 6 péiaif this Act the Agency may pass when it refers
to criminal acts of using, disclosing and recomniegdhe inside information, or the criminal act of
market manipulation, which measure may last at ldmgest up to the end of the supervisory
proceedings before the Agency.

Article 482

The Agency may disclose to the public every measuresanction that will be imposed for
infringement of the provisions of this Act, unlessch disclosure would seriously jeopardise the
financial market or cause disproportionate damagdbd parties involved.

Title VI

International cooperation in relation to the supenision regarding the requirements and
prohibitions from the Part four of this Act

Article 483

(1) The Agency, pursuant to the agreements condldolethe purpose of supervision regarding the
application of requirements and prohibitions frame tArticles from 450 to 487 of this Act and the
appropriate requirements and prohibitions from Ems and regulations of the third countries,
provides assistance and cooperates with competehoréties of third countries, especially with
respect to exchange of information and cooperatigarding supervisory and investigatory activities,
in relation to activities which are carried out the territory of the Republic of Croatia or abroad
concerning financial instruments that are admitiedch regulated market in the Republic of Croatia or
for which a request for admission has been madejeisas concerning activities which are carried
out on the territory of the Republic of Croatia ceming financial instruments admitted on a
regulated market in the third countries or for whacrequest for admission on such market has been
made, and concerning the financial instruments #iddhto other market, different than this regulated
market, on which similar requirements and prohilnisi apply. When concluding such agreements, the
Agency shall apply, in the appropriate way, thevigions of Article 485, Article 487 paragraph 4,
Article 560 and Article 562 of this Act.



(2) The Agency, according to provisions of thisl@ibf the Act, for the purpose of supervision
regarding the application of requirements and fritibihs from the Articles from 450 to 487 of this
Act and the appropriate requirements and prohitstiisom the laws and regulations of the Member
States, provides assistance and cooperates witpetent authorities of Member States, especially
with respect to exchange of information and codgmraregarding supervisory and investigatory
activities, in relation to activities which are gad out on the territory of the Republic of Creatir
abroad concerning financial instruments that amaitield on a regulated market in the Republic of
Croatia or for which a request for admission hanbmade, as well as concerning activities whieh ar
carried out on the territory of the Republic of &ia concerning financial instruments admitted on a
regulated market in the Member State or for whigleguest for admission on such market has been
made, and concerning the financial instruments #iddhto other market, different than this regulated
market, on which similar requirements and prohilisi apply. The Agency may conclude agreements
with competent authorities of other Member State®iider to regulate in more detail the way of
cooperation within the frames prescribed by thevigions of this Title of the Act.

(3) The competent authority, in the meaning of geaphs 1 and 2 of this Article, shall mean the
authority competent for supervision over laws aadutations which in respective states regulate,
appropriately, the regulations and prohibitiongrfrthe Articles from 450 to 487 of the part four of

this Act.

Article 484

(1) The Agency shall, on request of competent atithof other Member State, immediately supply
any information required for the purpose referrednt Article 483 paragraph 2 of this Act. Where
necessary, the Agency shall immediately take tloessary measures in order to gather the required
information. If the Agency is not able to suppletrequired information immediately, it shall notify
the requesting competent authority of the other WlenmState of the reasons for not supplying such
information.

(2) For the information supplied for the purpostauicle 483 paragraph 2 of this Act, the obliigat

of professional secrecy applies, for the personpl@yad or had been employed by the competent
authorities of other Member States receiving sunbrimation, or to which persons such jobs have
been transferred, or persons that are hired asteXpesuch competent authorities, and other psrson
receiving such information. The provision of thiarggraph shall be appropriately applied when
competent authority of the Member State suppliedriformation to the Agency.

Article 485

(1) The Agency may refuse to act on a requesinformation referred to in Article 483 of this Act
where:

1. communication might adversely affect the sowgri, security or public policy of the Republic of
Croatia,

2. judicial proceedings have already been initidteespect of the same actions and against the sam
persons before the authorities of the Republicrob@a,

3. where a final judgment has already been delivereelation to such persons for the same aciions
the Republic of Croatia.

(2) In cases from previous paragraph, the Ageneyl stotify the requesting competent authority of
the other Member State which has submitted theestgproviding as detailed information as possible
on this proceeding or the judgment.



Avrticle 486.

When the competent authority of the other MembateStlo not act upon the request for information
of the Agency within a reasonable time or whoseiestfor information is rejected, the Agency may
bring that non-compliance to the attention of ttee@hittee of European Securities Regulators, where
discussion will take place in order to reach adagrid effective solution.

Article 487.

(1) Without prejudice to the obligations to whidmey are subject in judicial proceedings under
criminal law, the Agency and the competent authewitof other Member States which receive
information pursuant to Articles 483 and 484 ofstitict may use it only for the exercise of their
functions according to the Articles 450 to 487 bistAct and in the context of administrative or
judicial proceedings specifically related to themxse of those functions. The Agency and competent
authorities of Member States receiving the infoioramay use it for other purposes or forward it to
other competent authorities of third states, omlyhe Agency or the competent authority of the
Member State communicating information consents to

(2) Where the Agency has evidence that acts, agntoathe provisions of this Act or the appropriate
provisions of foreign regulation, are being, or déheen, carried out on the territory of another
Member State or that acts are affecting financiatruments traded on a regulated market situated in
another Member State, it shall give notice of tfaatt in as specific a manner as possible to the
competent authority of the other Member State. dtmpetent authority of the other Member State
shall take appropriate action. It shall inform fkgency which has informed it, of the outcome amd, s
far as possible, of significant interim developnsenfhis paragraph shall not prejudice the
competences of the Agency which has forwarded ff@mation. The competent authorities of the
various states that are competent for the purpafsadicle 453 of this Act shall consult each otloer

the proposed follow-up to their action.

(3) A competent authority of the other Member Statey request that a supervision be carried out by
the Agency, on the latter's territory, in the samay as the Agency may request that the supervision
be carried out on the territory of the competenharity of the other Member State. In that case, it
may request that members of its own personnel erpégrsonnel of the other Member State be
allowed to accompany the personnel of each othemgluhe course of the supervision. The
supervision shall, however, be subject throughothé overall control of the state on whose tetyito

it is conducted.

(4) The Agency may refuse to act on a request frpervision to be conducted as provided for in the
paragraph 3 of this Article:

1. where such a supervision might adversely affeetsovereignty, security or public policy of the
Member State addressed; or

2. where judicial proceedings have already bediatad in respect of the same actions and agdiast t
same persons before the authorities of the stabeessed; or

3. where a final judgment has already been delivereelation to such persons for the same aciions
the state addressed.

(5) In case referred to in the previous paragraphgency shall notify the competent authorityhsd t
other Member State which has submitted the reqgpestjding as detailed information as possible on
those proceedings or judgment.

(6) The Agency's application to open a supervisionvhose request for authorisation for its offisial
to accompany those of the other Member State's etampauthority in the supervisory proceedings is
not acted upon within a reasonable time or is tegeaay bring that non-compliance to the attention



of the Committee of European Securities Regulatehgre discussion will take place in order to reach
a rapid and effective solution.
PART FIVE
Chapter 1

Dematerialized Securities and Other Financial Instuments

Central Depository
Article 488
(1) The central depository shall be the centraisteg of dematerialized securities into which thuts

resulting from dematerialized securities shall beeeed, the holders of those rights and the rights
third persons to securities.

(2) The central depository of dematerialized sdi@grishall be managed by the central clearing and
depository agency.

Central Register

Article 489

(1) The central register shall be the central tegisf dematerialized financial instruments, ottiem
dematerialized securities, into which data on haldd dematerialized financial instruments shall be
entered.
(2) The central register shall be managed by tlegatpr in accordance with the provisions of thig Ac
(hereinafter: the central register operator). Thevigions of this Act which refer to the central

clearing and depositary agency shall apply mutatisandis to the central register operator.

(3) Paragraphs 1 and 2 of this Article shall applytatis mutandis to financial instruments which are
issued as materialized financial instruments, whiehin a joint safekeeping in the central register

(4) The provisions of this Act which refer to thentral depository shall apply mutatis mutandishi t
central register.
Dematerialized Securities
Article 490
(1) A dematerialized security shall be an electrargicord of a securities account in the computer
system of the central depository with which itsiesshall undertake to fulfill the obligation towlar

the legal holder contained in the dematerializexisty.

(2) Securities of the issuer with the registereficefin the Republic of Croatia shall be issued or
offered in a public offer in the territory of theepublic of Croatia only as dematerialized secigitie



(3) Credit institutions, investments companies ldigthed as joint stock companies, insurance
companies and collective investment undertakingsladed-end type shall undertake to issue only
dematerialized securities.

(4) Dematerialized securities that within the sdasseile and the same class ensure the same rights in
legal operations shall be convertible without laiibns, so that obligations of any kind can beilfatf

by the transfer of any security of the same issukthe same class, and therefore the creditor ¢tanno
individually claim particular dematerialized sectiass.

Dematerialized Securities Account
Article 491
(1) On dematerialized securities accounts, datakapt on the classes, types, quantities, property
rights and holders of these rights, limitations mbperty rights, and the history of entries of
dematerialized securities.
(2) A dematerialized securities account can béénrtame of a single person, or several persons who
can be holders or co-holders of dematerializedrgtaxsi(joint account).

(3) Notwithstanding the provisions of paragraphf 2his Article, a dematerialized securities account
may be:

1. in the name of an investment firm or a creddtitation which provides services under Article 5
paragraph 2 item 1 of this Act, and may be in @, under code and joint account, or

2. opened as an agency account, or

3. opened as a portfolio account, or

4. opened as a trustee account.

(4) A trustee account referred to in paragrapte®i¢ of this Article shall be the account of selaesi

or financial instruments the holder of which is thentral clearing and depository agency which,
pursuant to a trust contract, keeps registeredisieswon that account in the name and for the aato

of a person determined by a trust contract.

(5) The provision of Article 529 of this Act shalpply to securities on accounts referred to in
paragraphs 2 and 3 of this Article.

(6) The central clearing and depository agency rbgyits bylaws determine other kinds of
dematerialized securities accounts.
To Whom the Right from a Security Belongs
Article 492
(1) Claims or the rights attached to dematerialiecurities shall belong to their legal holder.
(2) The legal holder of a dematerialized securitgréinafter: holder) shall be the person in whose
name a securities account is opened with the dedgpsitory, on which a dematerialized security is

entered, unless there is no valid legal basis tfopa the entry of a dematerialized security fag ar
her account.



(3) By way of exception from the provision of pai@gh 2 of this Article, in cases referred to in
Article 491 paragraph 3 items 1, 2 and 4 of this, #fte holder shall be the person for whose account
securities are kept or managed.

Fundamental Elements of a Dematerialized Security

Article 493

(1) A dematerialized security shall have the follogvfundamental elements entered in the central
depository:

1. the indication of the class of a security,

2. identification data on the issuer,

3. the total number of issued securities enteredarcentral depository,

4. if a security is with a nominal value, the toteminal value of issued securities entered in the
central depository,

5. a date of the entry of a security in the cerdegdository.

(2) A dematerialized share shall, in addition te glements referred to in paragraph 1 of this Btic
have the following fundamental elements enterdtiencentral depository:

1. the indication of the type,

2. its nominal value, or an indication that it iskere without a nominal value,

3. the information whether it provides its holdearading right,

4. if the share provides special rights, the candéthose special rights.

(3) A dematerialized bond or other dematerializedusity, based on which the holder is entitled to
claim the payment of the principal and possiblerests (a debt security), in addition to the eldsien
referred to in paragraph 1 of this Article, shall/b the following fundamental elements enteredhén t
central depository, when applicable:

1. its nominal value, the value of the principal,

2. if the holder is entitled to the payment of retds, data on the interest rate and data on tktgoche
and periods of the interest calculation,

3. data on the maturity of liabilities of the issfr®m the security,
4. if the holder is entitled to a premature repaszh

- data on the repurchase value for which he or relag exercise that right or the method for
determination of the repurchase value,

- data on the method for the exercise of that right
- possible other conditions for the exercise of thght,

5. data on the due date for the right to the paymka principal installment or interest.



(4) A dematerialized security which gives the holtee right to replace it for another security, in
addition to the elements referred to in paragraptof ithis Article, shall have the following
fundamental elements entered in the central depgsivhen applicable:
1. the content of right resulting from the secufitywhich it is possible to replace it,
2. the ratio in which it is possible to make thplaeement,
3. data on the method for the exercise of the tiglhite replacement,
4. a deadline for the exercise of the right tordf@acement, if the right is related to a deadline,
5. possible other conditions for the exercise efright to the replacement.
(5) Dematerialized securities other than thosermedeto in paragraphs 2 to 4 of this Article shmlle
the exact content of the rights they provide emtémehe central depository.
Acquisition of Dematerialized Securities
Article 494
(1) A dematerialized security and the rights résglfrom a dematerialized security shall be acqlire
at the moment of its entry in the dematerializecls&es account of the acquirer or the person who,
for the purpose of Article 491 paragraph 3 itemandl 2 of this Act, holds a dematerialized security
for the acquirer's account, unless the moment@tiaition is otherwise regulated by a separate law.
(2) A dematerialized security and the rights resglfrom a dematerialized security shall be acglire
on the basis of a valid formal agreement throughtriansfer from the transferor's dematerialized
securities account to the acquirer's dematerialigedurities account, or a judicial decision or a
decision of some other competent authority, by itdwece and on the basis of the law.
(3) The provisions of this Article shall apply mtisamutandis to the disposal of a dematerialized
security.
Lien on Dematerialized Securities
Article 495
(1) Lien on a dematerialized security shall bel@dsthhed on the basis of a valid formal agreement by
the appropriate entry of that right in the dematered securities account or on the basis a judicia
decision or pursuant to the law.

(2) Only one lien may be established on a deméitmrdhsecurity on the basis of a formal agreement.

(3) Out-of-court settlement of a secured claim Bdpe shall always be allowed on a dematerialized
security.

(4) Notwithstanding the legal foundation of termiog, lien on a dematerialized security shall be
terminated at the moment of its release.

Transfer of Dematerialized Securities



Article 496

(1) Transfer of a dematerialized security from titansferor's dematerialized securities accounhéo t
acquirer's dematerialized securities account onbimEs of a transaction executed on a regulated
market or a MTF shall be performed by clearing settlement system.

(2) Transfer of a dematerialized security from titaasferor's dematerialized securities accounhéo t
acquirer's dematerialized securities account aawtster of the rights of a dematerialized security o
the basis of valid formal agreement concluded datsi regulated market or a MTF, on the basis of a
judicial decision or a decision of some other cotmapeauthority, by inheritance and on the basis of
the law shall be performed by appropriate re-bapkirocedure.

Accessibility of Data from the Central Depository
Article 497

(1) The holder of dematerialized securities, orirarestment firm and a credit institution providing
services referred to in Article 5 paragraph 1 d§ tAct shall have the right of access to the data
referred to in Article 491 paragraph 1 of this Awathich regard his/her dematerialized securities
account, or data on the classes, types, quanptieperty rights and holders of these rights, ktngns

of property rights of other holders of the same akemalized securities by the same issuer.

(2) The issuer of dematerialized securities shallenthe right of access to the data referred to in
Article 491 paragraph 1 of this Act, whose issueihand the data on the holders of these seauritie

(3) The issuer or the central clearing and deposagency shall allow each holder of dematerialized
securities, at his/her demand, access to the efsaed to in paragraph 1 of this Article.

(4) The central clearing and depository agencyl $tale the right to remuneration for the costs of
elaboration and delivery of reports in accordanié the tariff. The holder shall neither communecat
nor make accessible to other persons the informatoholders and securities referred to in pardgrap
3 of this Article.

(5) Each person who proves his legal interest,safjlect to a reasonable commercial fee, shall have
the right of access to the data referred to inchatd91 paragraph 1 of this Act, and the right topy
of documents which were a basis for performed estri

(6) The Agency shall have the right of access ¢odéita referred to in Article 491 paragraph 1 o th
Act and to all other data and documents kept ircémdral clearing and depository agency.

(7) On the basis of a request and within the sod@eithority pursuant to provisions of a separave |
judicial and administrative bodies shall have fightrof access to the data and documents keptin th
central clearing and depository agency.
(8) The central clearing and depository agencyl #leslp data from the central depositary as business
secret, unless otherwise regulated by this Act.

Obligation to Inform

Article 498

(1) The central clearing and depository agencylsimathe manner and scope prescribed by its rules,
inform:



1. the issuers of dematerialized securities on tknmatized securities they issued and on holders of
these securities,

2. the holders on the balance and changes indbeiaterialized securities account,

3. members on data that are fundamental for trédosacwith dematerialized securities they have
made for their own account or for the client's acto

(2) The central clearing and depository agencyl sflaborate and submit to the Agency monthly
reports on its work, within the period and with ttantent prescribed by the Agency.
Clearing and Settlement of Transactions with Dematgalized Securities

Article 499
(1) Clearing is the procedure of comparison of rimfation on concluded legal transactions with
dematerialized securities, determination of deadlifor payments related to legal transactions and
calculation of obligations for settlement.
(2) Settlement is the mediation and control of ¢fan of securities and/or payment associated with
legal transactions with securities.

Article 500
The provisions of Articles 490 to 499 of this Adta#l apply mutatis mutandis to dematerialized
financial instruments entered in the central regist

Clearing and Settlement System
Article 501

(1) The clearing and settlement system shall besystem that:

1. manages or is operated by a central counterparyother legal person authorized by the Agency
(hereinafter: clearing and settlement system opgrtat

2. enables clearing and settlement of transactivtisfinancial instruments executed on a regulated
market or a MTF, or outside a regulated market andTF, in accordance with the rules of that
system regulated in advance,

3. has legal relations between its members, angdeet that members and the operator of that system,
which arrange their mutual rights and obligatiamsalation to clearing and settlement of transastio
with financial instruments.

(2) In addition to the elements referred to in gaaph 1 of this Article, the clearing and settleen
system shall have elements pursuant to separatthiwegulates settlement finality in payment and
financial instrument settlement systems.

Clearing and Settlement System for Transactions wht Securities Executed on a Regulated
Market and a MTF in the Republic of Croatia



Article 502
(1) Clearing and settlement of transactions execatea regulated market or a MTF in the Republic
of Croatia with dematerialized securities which a@metered in the central depository, shall be
performed through the clearing and settlement systeerated by the central clearing and depository
agency, unless the stock exchange or the operftar MTF chooses the clearing and settlement
system managed by another operator pursuant farelvesions of Article 535 of this Act.
(2) The provisions of paragraph 1 of this Artickealt apply mutatis mutandis to the depositary ngicei

issued in order to ensure clearing and settlemarguant to the provisions of Chapter 2 Section 5 of
this Act.

Clearing and Settlement System for Transactions wit Other Financial Instruments Executed on
a Regulated Market or a MTF in the Republic of Crodia

Article 503
The stock exchange or the operator of a MTF, ineorb enable clearing and settlement of
transactions with financial instruments other tlsmcurities referred to in Article 502 of this Act
executed on the regulated market or the MTF it atgst shall conclude a contract with the clearing
and settlement operator pursuant to the provisibrsticle 535 of this Act.

Article 504

(1) The Agency may lay down in the ordinance:

1. detail organizational requirements for operatimg central depository, the central register drad t
clearing and settlement system.

2. rules for clearing and settlement of transastiwith securities and other financial instruments,

3. conditions to be fulfilled by the clearing arettement system operator who assumes the position
of a central counterparty or undertakes other r&ffay which he assumes a credit risk of other
counterparty.

Chapter 2

Central Clearing and Depository Agency

Section 1

General Provisions
Article 505
(1) The central clearing and depository agencyl slekstablished and shall operate as a joint stock

company in accordance with the provisions reguigtive establishment and operation of companies,
unless otherwise provided by this Act.



(2) The central clearing and depository agency begstablished as the European Society — Societas
Europea (SE) with the registered office in the Raipwof Croatia.

(3) The bodies of the central clearing and deposiémency shall be the assembly, the supervisory
board and the board of directors.
Professional Activities of the Central Clearing andDepository Agency
Article 506
(1) The central clearing and depository agency p&form the following professional activities:
1. operating the central depository of dematewealigecurities,
2. operating the central register of financial iastents,

3. operating the clearing and settlement systernaofsactions executed on a regulated market or a
MTF or outside a regulated market and a MTF,

4. services related to corporate actions of theeissf dematerialized securities,
5. safekeeping of shares related to the takeovjgirdfstock companies,

6. activities related to payments and other rettnore dematerialized securities,
7. trust services,

8. services of voting as proxies at general assembl

9. determination of a unique identification markacdematerialized security,

10. sale and maintenance of computer programnueédlops for performing the services referred to
in items 1 to 7 of this paragraph, and other relaigerations,

11. activities of the operator of the Investorst€etion Fund pursuant to the provisions of Arti2B2
paragraph 3 of this Act,

12. maintaining the Official Register of Regulatefbrmation pursuant to the provisions of Article
444 of this Act,

13. other activities related to transactions wigimdterialized securities or other financial instenns,
by meeting obligations under them, and determinadiod exercise of the rights deriving from them.

(2) The central clearing and depository agencyl shtathin an authorisation from the Agency for
performing the activities referred to in paragrdptems 1, 2, 3, 11, 12 and 13 of this Article.

(3) The operating the central depository meansopaihg the following entries in the central
depository:

1. entry related to the issue, termination or regataent of dematerialized securities,

2. entry related to the transfer of dematerializecurities from one account to the other,



3. entry related to the entry, change or releas@bfs of third parties to dematerialized secestand
other legal effects the subject of which are deraized securities.

(4) The central clearing and depository agency n@ycarry on any professional activity other than
those referred to in paragraph 1 of this Article.

(5) The central clearing and depository agencyl gleaform services referred to in paragraph 1 &f th
Article under reasonable commercial conditions guided by the principle of equality of all persons.

Initial Capital
Article 507

(1) The initial capital of the central clearing athepository agency shall amount to no less than HRK
20,000,000.00.

(2) The initial capital referred to in paragraplofithis Article shall be fully paid up in cash atiee
shares that form it cannot be issued before thafabunt to which the shares are issued has bedn pa

up.

Shares
Article 508

(1) All shares of the central clearing and depogitagency shall be registered shares and shall be
issued in a dematerialized form.

(2) The shares of the central clearing and depységency shall not be admitted to trade on a
regulated market, a MTF or other organized market.

Board of Directors and Supervisory Board of the Cetral Clearing and Depository Agency
Article 509

The provisions of Articles 286 and 287 of this Asttall apply mutatis mutandis to the board of
directors and the supervisory board of the cemiedring and depository agency, whereby the term
“stock exchange” shall be replaced by the term treénclearing and depository agency” as
appropriate.

Shareholders of a Qualified Holding of the CentralClearing and Depository Agency
Article 510

The provisions of Articles 28 and 29 and Articlestd 52 of this Act shall apply mutatis mutandis to
the shareholders and the change of shareholdeasqoialified holdingof the central clearing and
depository agency, close links, legal consequentdise acquisition of a qualified share without the
approval of the Agency and the measures taken éAgency in the event when sound and prudent
management of the central depository and the dgand settlement system is jeopardized, whereby
the term “investment firm” shall be replaced by them “central clearing and depository agency” as
appropriate.



Section 2

Organizational Requirements for Operating the Cental Depository
And the Clearing and Settlement System

Conflict of Interest
Article 511

(1) The central clearing and depository agencyl gssblish and implement appropriate arrangements
for determination of a conflict of interest betwetbe interest of the central clearing and depogitor
agency, members of the management and superviedigshand shareholders, and the interest that the
central clearing and depository agency properlyopers services of operating the central depository,
clearing and settlement of transactions and oteerices, guided by the principle of equality of all
persons.

(2) The central clearing and depository agencyl gshblish and implement efficient arrangements
with the view to prevent and manage the conflicintérest, including all reasonable steps for the
prevention of the opposed interests referred fmairagraph 1 of this Article to have an adverseceffe
to the safe, proper and efficient clearing andesatnt of transactions with securities.

Management System
Article 512

(1) The central clearing and depository agency | séstiablish and implement a stable and safe
management system including:

1. a sound organizational structure with minutedgulated, well laid out and consistent internal
relations regarding responsibility,

2. efficient procedures for determination, meas@nor evaluation, management and control of risks
to which the central clearing and depository ageéa@xposed or could be exposed while performing
its operations,

3. an efficient internal control system which irdds appropriate administrative and accounting
procedures.

(2) The organizational structure, procedures astesys referred to in paragraph 1 of this Articlallsh
be determined in a sound and comprehensive mamkmproportionate to the type, volume and
complexity of operations performed by the centtehdng and depository agency.

Risk Management
Article 513

(1) Risk management shall encompass determinat@asurement or evaluation, management and
control of risks, including informing responsiblerpons on risks to which the central clearing and
depository agency is exposed or could be exposdd pérforming its activities.

(2) The central clearing and depository agencyl gsdblish and implement the rules of procedures
for risk management for each and every kind of tskwhich it is exposed while performing its
operations.



(3) The central clearing and depository agency|sbstiablish and implement arrangements and
establish systems for determination and manageuoferisks which derive from its operations and
their reduction to the least possible extent.

(4) With the aim of ensuring proper operating, ¢batral clearing and depository agency shall dispos

of sufficient financial resources, depending on tiype and volume of operations it performs, and of
the volume and structure of risks which derive fritsroperations.

(5) In the case of a serious jeopardy of the risknagement system, the central clearing and
depository agency shall inform the Agency thereifieut delay.

Outsourcing of Operational Functions
Article 514

(1) When the central clearing and depository agendgources the important operational functions,
this may not have the following consequences:

1. jeopardy of safekeeping and implementation e&iihg and settlement as prescribed by this Act
and the ordinances adopted pursuant to this Act, or

2. a change of conditions under which authorisatiercentral clearing and depository agency was
granted, or

3. a change of conditions under which the centesircng and depository agency operates the central
depository and the clearing and settlement system,

4. inability of supervision by the Agency.

(2) When the central clearing and depository ageeparates business processes which are important
for its operations, it shall:

1. include those services in the internal contystam,
2. inform the Agency without delay on the intentifrand method for the separation of business
processes.
The Central Depository System
Article 515

(1) The central depository system shall consish abmputer system and a set of procedures which
enable:

1. operating the central depository,
2. operating the clearing and settlement procedure,

3. support in performing other operations and ses/referred to in Article 506 paragraph 1 itero 1t
6 of this Act.

(2) The central clearing and depository agencyl gsshblish and implement measures and procedures
in order to ensure correct, continuous and efficfanctioning of the central depository system, and
apply appropriate and efficient safety measurepdasible disturbances in the system.



(3) The system referred to in paragraph 1 of thigcke shall enable at all times checking on whose
behalf and to whose account a particular entry wade.

(4) The central clearing and depository agencyl shk all appropriate measures which are necessary
to ensure continuous and regular performance afpigsations, using appropriate systems, means and
procedures which are proportionate to the typevatame of services and operations it performs.

(5) The agency may lay down in the ordinance inenttetail the conditions which the central clearing
and depository agency system must fulfill.

Data Keeping and Safekeeping
Article 516

The central clearing and depository agency shaleleired to protect the data against unauthorized
use and against change and loss, and to preseevedfe place and in the original form the original

documentation used for making entries for at |&astyears. Data recorded on electronic media shall
be kept permanently.

Article 517

(1) With regard to clearing and settlement of teamions on a regulated market, a MTF or outside a
regulated market or a MTF, and other transactioitls securities or payment of obligations deriving
from securities, the central clearing and depogitarency may not grant credit to a member of the
clearing and settlement system, issuer or othesoperor perform other operations by which it would
take over a credit risk of the counterparty.

(2) The central clearing and depository agencyl gistdblish an internal audit department in charfge
the check and supervision of efficiency, reliapilénd safety of all systems and procedures of the
central clearing and depository agency.

(3) The central clearing and depository agencyl stwl have a position of a central counterparty in
terms of this Act.

Article 518

(1) The central clearing and depository agencyl shidrm the Agency without delay on all changes
of persons referred to in Articles 509 and 510 to§ tAct, and on all changes of data from the
application for the authorisation.

(2) The central clearing and depository agencylstaborate annual financial reports and annual
reports pursuant to the provisions regulating tetaldishment and business of companies and
accounting of entrepreneurs and the applicatidimahcial reporting standards and file them with th
Agency together with the audit report within 15 sldsom the day of receiving the audit report, and
not later than 4 months from the last day of theif®ss year.

(3) The Agency may lay down in the ordinance theteot and structure of annual financial reports of

the central clearing and depository agency, andféh@ of and method for their filing with the
Agency.

Obligation to Keep Secrecy



Article 519

(1) The central clearing and depository agencyl #aap confidential all information on a particular
issuer, holder, member or any other person, regssdif the manner it obtained the data. The central
clearing and depository agency shall by its inteach specify the information considered to repnése
business secret, and the manner of using suchmaf@n, unless otherwise regulated by the
provisions of this Act and other regulations.

(2) The board of directors of the central clearmgl depository agency shall once a month present to
the Agency a report on acquisition and disposdinaincial instruments of members of the board of
directors, members of the supervisory board andl@mps of the central clearing and depository
agency.
(3) The obligation from the paragraph 2 of thisiéle shall also apply to acquisitions and disposéls
financial instruments by the spouse, child, ad@pthild, parent or adoptive parent and other parson
who live with the member of the board of directar@mber of the supervisory board or employee in a
common household, and to acquisitions and dispdsalegal persons in which such persons have a
major holding.
(4) Members of the board of directors and employaethe central clearing and depository agency
shall not be members of managing and supervisaieb®f investment firm.

Disclosure of Information on Dematerialized Securies

Article 520

(1) The central clearing and depository agency | ssiclose and daily update the following
information on its Internet sites:

1. the issue, replacement and deletion of deméreriasecurities in the central depository,
2. all dematerialized securities entered in théreédepository,
3. corporate actions performed through the centealring and depository agency,

4. identity of the holder of the first 10 accouatswhich the largest amount of any security is reate
and the information on the amount of securitieshmse accounts (in absolute and relative indicators

(2) The Agency may lay down in ordinance the contdéinformation referred to in paragraph 1 items
2 and 4 of this Article.

Rules and Instructions

Article 521

(1) The central clearing and depository agencyl gstdblish and implement the rules (hereinaftes: t
rules of the central clearing and depository ageacy implementation measures (the instructions of
the central clearing and depository agency) in twhicshall determine in detail the method for
performing the operations referred to in Articles58i this Act, and in particular:

1. provisions on members,

2. provisions on operating the central depositoid/er the central register,



3. provisions on the clearing and settlement,

4. provisions on entry and irrevocability of a tsfar order pursuant to separate law that regulates
settlement finality in payment and financial instrent settlement systems,

5. provisions on the procedures with regard to kesfping of shares related to a takeover offer
pursuant to separate law that regulates the conditand procedure for the takeover of joint stock
companies,

6. provisions on depositing of securities of issfesm other countries.

(2) The acts referred to in paragraph 1 of thischetand all their amendments shall be approved by
the Agency.

(3) The central clearing and depository agency |stisclose the approved acts referred to in
paragraph 1 of this Article on its Internet sites\d inform its members on their adoption or
amendments not later than 7 days from the beginwiitigeir application.

Remuneration for the Central Clearing and Depositoy Agency Services

Article 522

(1) The central clearing and depository agencyl fleatemunerated for its services in accordancle wit
the tariff defined by the central clearing and dafmoy agency.

(2) The central clearing and depository agencyl ¢iralg the tariff referred to in paragraph 1 oisth
Article, guided by equality of positions of all useof its services and under reasonable commercial
conditions.

(3) The tariff and all its amendments shall be aped by the Agency.

(4) The central clearing and depository agencyl shsatlose the approved tariff on its Internet site
and inform its members on their adoption or amenmdmeot later than 7 days from the beginning of
their application.

Section 3

Granting and Withdrawing Authorisation

Granting Authorisation as Central Clearing and Depgsitory Agency
Article 523

(1) The application for the authorisation refertedn Article 506 paragraph 2 of this Act shall be
submitted by the founders of the central clearimg) @epository agency.

(2) The application for the authorisation refertedn paragraph 1 of this Article shall indicateigfh
professional activities referred to in Article 5@@ragraph 2 of this Act the central clearing and
depository agency intends to perform, and for wiyges of financial instruments.



(3) The central clearing and depository agencylshafore commencing operating the clearing and
settlement of transactions with financial instrutsewhich are not covered by authorisation, request
the extension of authorisation by the Agency.
(4) The Agency shall lay down in ordinance the eahbf the application for the authorisation argl th
extension of the authorisation, the necessary dentation which is attached to the application, and
the content of that documentation.

The Agency’s Decision-Making on the Application forthe Authorisation

Article 524

(1) The Agency may simultaneously decide upon:

1. the application by the central clearing and dépoy agency for the authorisation for performing
professional activities referred to in Article 50&ragraph 2 of this Act,

2. the application by proposed acquirer of qualiffoldings of the central clearing and depository
agency for the authorisation for acquiring quatiffeoldings of the exchange,

3. the application by candidates for members oflibard of directors of the central clearing and
depository agency.

(2) The Agency shall grant authorisation to perf@rofessional activities referred to in Article 506
paragraph 2 of this Act to the central clearing de@ository agency if the following conditions are
fulfilled:

1. it is established pursuant to Article 505 oftAct,

2. the initial capital meets the conditions refdrt@ in Article 507 of this Act,

3. members of the board of directors and of theestigory board fulfil the conditions referred to in
Avrticle 509 of this Act,

4. the conditions referred to in Article 510 ofstiict are fulfilled,
5. it fulfils the obligations referred to in Artie$ 511 to 515 of this Act,

6. it fulfils the conditions for the operator ofethnvestors Protection Fund referred to in Parit2 T
Chapter 10 of this Act (Investor Protection Schemdlen applicable,

7. it fulfils the conditions for maintaining the fizial Register of Regulated Information stipulateyl
this Act and ordinances adopted pursuant to thtswgen applicable,

8. the clearing and settlement system it intendsptrate fulfils the obligations referred to in il
501. of this Act.

(3) The authorisation referred to in paragraph 2hig Article shall indicate the types of financial
instruments to which the authorisation refers.

(4) The authorisation shall be granted for an imdkef time, it cannot be transferred to anothesper
and it shall not be valid for a legal successor.



(5) The central clearing and depository agencyl glemanently fulfil the conditions under which the
authorisation is granted.

(6) The Agency shall inform the European Commissinrthe authorisation for operating the clearing
and settlement system.
Extension of the Authorisation

Article 525
(1) If, after obtaining the authorisation referttedin Article 506 paragraph 2 of this Act, the gaht
clearing and depository agency seeks to perforradafitional professional activity and/or the same
professional activity which refers to additiongbég of financial instruments, it must the authdiisa
by the Agency.
(2) The provisions of Article 523 and 524 of thistAhall apply mutatis mutandis to the extension of
the authorisation. The application for the extensibthe authorisation shall be submitted by tharto
of directors of the central clearing and depositmgncy.

Lapse of the Authorisation

Article 526
(1) The authorisation shall lapse:
1. if the central clearing and depository agency iat started performing the activities for whible t
authorisation was issued within one year from the @f issue of the authorisation, with the lapse o

the mentioned term,

2. if the central clearing and depository agency faled to perform the activities for which the
authorisation was issued for more than 6 monthi, thie lapse of the mentioned term,

3. at the own request of the central clearing aedoditory agency, by delivering the Agency’'s
decision,

4. with the delivery of the Agency’s decision wheyavithdrawing the authorisation

5. as of the date of instituting bankruptcy prodegs,

6. with the conclusion of a liquidation procedure.

(2) Should the reason occur referred to in poingéd 2 paragraph 1 of this Article, the Agency will

issue a decision whereby establishing the ternanaif the validity of the issued authorisation.
Section 4

Members of the Central Clearing and Depository Ageay

Types of Members

Article 527



(1) Members of the central clearing and depositmgncy may be the persons who are members of
the stock exchange, a MTF, management companiesedtment funds and issuers of dematerialized
securities, and other persons if they fulfil theditions for membership.

(2) Members of the central clearing and deposigmgncy shall be:

1. members users of the safekeeping services (mierabthe depository),

2. members participants in the clearing and settféraystem (members participants).

(3) A member of the depository shall be a membevhiiom the central clearing and depository agency

enables the use of the information system of th&rak depository for keeping a dematerialized
securities account.

(4) A member participant shall be a member usiegriohg and settlement of transactions executed on
a regulated market or a MTF.

(5) The central clearing and depository agencyl &nadg transparent rules on membership which are
based on unambiguous and objective criteria andicpbarly the rules on the admission to
membership, termination of membership, conditiamrariembership, and the rights and obligations of
members.

(6) The central clearing and depository agency majts rules regulate types of membership other
than those referred to in paragraph 2 of this Agtic

(7) The central clearing and depository agencyl shif@rm the Agency on a regular basis on each new
member and termination of membership and submitpaiated list of members.

(8) The law of the Republic of Croatia shall apfdymutual rights and obligations between the céntra
clearing and depository agency and its members.

Monitoring by the Central Clearing and Depository Agency of its Members
Article 528

(1) The central clearing and depository agencyl g@shblish, implement and maintain arrangements
for monitoring whether its members fulfil the cotains for membership.

(2) The central clearing and depository agencyl shfairm the Agency, the stock exchange and/or the
operator of MTF without delay on each non-fulfillmeof obligation by a member participant relating
to clearing and settlement of transactions on ala¢égd market and/or a MTF, and on each serious
violation of rules of the central clearing and deipmy agency by a member patrticipant.

Property of Members
Article 529

Financial instruments and funds of investors andnbe¥s of the central clearing and depository
agency shall not be included either in propertyhef central clearing and depository agency, otsin i
bankruptcy or liquidation estate, nor can they bedufor distraint levied on the central clearing an
depository agency.



Insolvency

Article 530
As regards the insolvency procedure for a membeaicgmnt of the central clearing and depository
agency and legal consequences of insolvency, tbeigiwn of the separate law that regulates
settlement finality in payment and financial instent settlement systems shall apply to a partitipan
in the system.

Guarantee Fund
Article 531

(1) The central clearing and depository agencyl snehite a guarantee fund.

(2) The assets of the guarantee fund shall conkipyments made by the members of the central
clearing and depository agency that use its clgaaimd settlement services.

(3) The assets of the guarantee fund shall be fasesbttlement of obligations of the members when
there are no sufficient funds or enough finanaiatruments for settlement under contract; suchisasse
shall not be used for any other purpose and cabedhe object of seizure either in the case of
members or in the case of the central depositcenpag
(4) The rules of payment of contributions and tage of the guarantee fund shall be prescribed by
the central clearing and depository agency, suljeapproval by the Agency.

Section 5

Issuance of Depository Receipts

Article 532

A depository receipt means a security containirgriht of a holder of that security toward theuess
of depository receipt to request:

1. the fulfillment of obligation from security tohich the receipt refers (basic security); or
2. for_his account the exercise of the right fréma basic security with regard to the issuer oftthsic
security.
Article 533
The issuer of a depository receipt may be:
1. the issuer of a basic security, or
2. an investment firm or a credit institution whishauthorized directly or through a branch office

the Republic of Croatia to provide investment segsireferred to in Article 5 paragraph 1 item 7 of
this Act.



Issuance of Depository Receipts as Dematerialize@&urities
Article 534

(1) A depository receipt shall be issued as a denadized security.

(2) For the issuance of a depository receipthalfollowing conditions shall be fulfilled:
1. basic securities are:

- issued as dematerialized securities entereckimpipropriate central depository, or

- they are in a joint safekeeping in such centegasitory,

2. basic securities are entered in the central sitpy referred to in item 1 of this paragraphandur
of the account of the issuer of the depositoryiptce

3. the issuer of the depository receipt shall enslat in favour of its account referred to in itrof
this paragraph prohibition of disposal in favour tbe central clearing and depository agency is
entered.

Section 6

Other System for Clearing and Settlement of Transa@ns with Securities Executed on a
Regulated Market and a MTF

Article 535

(1) The exchange may choose another clearing arad/eettlement system from the Republic of
Croatia or another state, with the aim of clearargl/or settlement of single or all transactions
executed on a regulated market which it operates.

(2) An operator of MTF may choose another cleagnd/or a settlement system from the Republic of
Croatia or another state, with the aim of clearangl/or settlement of single or all transactions
executed on a MTF which it operates.

(3) In order to choose a system operator refemed paragraphs 1 and 2 of this Article, the stock
exchange or an operator of MTF must obtain a momsent by the Agency.

(4) The Agency may refuse to provide a prior cohseferred to in paragraph 3 of this Article if it
deems necessary for ensuring proper functionirigeofegulated market or a relevant MTF.

(5) During supervision of the clearing and/or settént system from another state, and with the &im o

avoiding double supervision, the Agency shall tak® consideration supervision of that system
performed by another competent authority.

The right of a Member of the Stock Exchange or th&TF to Choose a Clearing and/or
Settlement System
Article 536

(1) The stock exchange or operator of the MTF stradible its member at his or her request clearing
and/or settlement of obligations created on theéshafstransactions on a regulated market or MTF it



operates, through another clearing and/or settlesystem which is different from the one selected
by the stock exchange or operator of the MTF,éffthiilowing conditions are fulfilled:

1. if there is an appropriate relationship betwdenclearing and/or settlement system selectedéy t
stock exchange or operator of MTF pursuant to A%i&02 and 503 of this Act and the system chosen
by a member of the exchange or the MTF, which exsabh efficient and economic settlement of the
relevant transaction, and

2. if the Agency issued the approval for clearimgl/ar settlement through the system selected by a
member of the stock exchange or the MTF.

(2) The Agency shall, at the request of a membéhettock exchange or the MTF, grant the approval
referred to in paragraph 1 item 2 of this Artidleéechnical conditions for clearing and/or settl@tne
through the system chosen by a member of the egehansure proper functioning of the financial
market.

(3) The clearing and/or settlement system operaty refuse to provide a requested service referred
to in paragraph 1 of this Article.

(4) During supervision of the clearing and/or settént system from another state, and with the &im o
avoiding double supervision, the Agency shall tak® consideration supervision of that system
performed by another competent authority.

Article 537
The provisions of this Act referring to the actieg of safekeeping, clearing and settlement of
dematerialized securities shall apply mutatis mdiato other financial instruments.

Section 7

Supervision of the Central Clearing and DepositornyAgency
The Agency’s Competence for Supervision

Article 538

(1) The Agency shall be competent for supervisibthe central clearing and depository agency with
regard to all activities and operations performedhe central clearing and depository agency.

(2) When it is necessary for supervision of thetradrclearing and depository agency, the Agency
may request appropriate notices and informatiomftiee following persons and perform inspection of
their business operations:

1. persons who are in close links with the cerdiedring and depository agency,

2. persons to which the central clearing and déprysagency outsourced their operational functions,
3. shareholders of qualified holdings in the cdrti@aring and depository agency.

(3) When another competent authority is authoripecupervision of particular persons referredro i

paragraph 2 of this Article, the Agency shall parfanspection of business operations of that person
in cooperation with another competent authority.



Purpose of Supervision
Article 539
(1) The Agency shall perform supervision of thetcartlearing and depository agency by:
1. collecting documentation and checking disclosgdrmation and notices, and notices which the
central clearing and depository agency or othesgres must submit pursuant to the provisions of this

or other Acts,

2. performing inspection of business operationshef central clearing and depository agency and
persons referred to in Article 538 paragraph i Act,

3. pronouncing supervisory measures.

(2) The Agency may do the following as a superyisoeasure to the central clearing and depository
agency:

1. issue a public warning,

2. order that the illegitimacies and irregularitiestablished be eliminated, which may include a
request for a modification or amendment of rulethefcentral clearing and depository agency,

3. withdraw the authorisation.

Withdrawal of the Authorisation
Article 540
The Agency may withdraw the authorisation to thetiae clearing and depository agency if:
1. it no longer fulfils the conditions on the basisvhich the authorisation was granted,

2. it violates severely and systematically the mions of this part of the Act and the ordinances
adopted pursuant to this Act,

3. the authorisation is granted on the basis skfdhta.

PART SIX
Title |

Supervision exercised by the Agency

Article 541

(1) The Agency shall exercise supervision overstingervised entities in accordance with this Act and
the regulations adopted pursuant to this Act.

(2) The procedures carried out by the Agency wittsirscope of competence shall be governed by the
provisions of this Title unless otherwise stiputhte



(3) The procedures referred to in paragraph lisfAfticle shall be governed by the provisionsiad t
General Administrative Procedure Act unless othssvgtipulated.

(4) Entities supervised by the Agency shall be gessor entities defined as supervised entities unde
the provisions of this Act and the law governing &stablishment and operations of the Agency.

Supervision methods
Article 542
(1) The Agency shall exercise supervisexrofficio through:

1. the on-site supervision, which is performed bg tuthorised persons from the Agency at the
business premises of the supervised entities setbba legal entity to which the supervised ensity
directly or indirectly related in terms of busingssanagement or capital, by inspecting original
documents;

2. the continuous supervision, which is performgdhe persons authorised by employment through
the analysis of the reports that the superviseitiesnaire required to deliver to the Agency witlie
prescribed periods, and also by monitoring, cdlhgcand reviewing the documents, notifications and
information obtained at a special request of theray, as well as by monitoring, collecting and
reviewing the information and facts from other s&s:.

(2) On-site supervision referred to in paragraphpdint 1 of this Article can be ordinary or
extraordinary.

(3) The Agency shall adopt an annual supervisiam pb determine the calendar of ordinary on-site
supervisions.

(4) The Agency shall exercise supervision over ofeesons and entities referred to in Article 253 o
this Act on the basis of a notification made bytatesadministration body or a public authorig,
officio, or when the facts that the Agency has learnedevexercising any of its powers provided for
in this Act suggest that there are reasons for supBrvision.

Providing information at the request of the Agency
Article 543

(1) At the request of the Agency, the supervisdityeshall deliver or submit documents, reports and
information on all circumstances relevant to suigom or the exercise of other powers and
implementation of other measures conferred uporAtiency under this Act, the law governing the
establishment and operations of the Agency, andetipdations adopted pursuant to those Acts.

(2) The information referred to in paragraph 1o tArticle shall be provided to the Agency by the
management board members or employees of the ssgeentity.

(3) The Agency may request the persons referré paragraph 2 of this Article to submit a written
statement on the circumstances referred to in paphgl within a period not shorter than three days,
or it may invite them to make an oral statementhmse circumstances unless supervision is exercised
in accordance with the provisions of Part Fouhs Act.



On-site supervision notification
Article 544

(1) Before the beginning of the on-site supervisibie supervised entity shall be delivered a writte
notification of on-site supervision containing @ast the following information:

1. the subject of supervision,

2. the information as to what the supervised erfitdg to prepare for the authorised persons for the
purpose of their performing on-site supervision,

3. the information on the persons authorised téop@rsupervision,
4. the premises where supervision will be carrigt] o
5. the date of the beginning of supervision.
(2) During the supervision, the Agency may suppleintiee notification of on-site supervision.
(3) The provisions of paragraph 1 of this Artictea apply accordingly to the notification referrex
in paragraph 2 of this Article.

Delivery of the on-site supervision notification

Article 545

(1) The on-site supervision notification shall belivkred to the supervised entity at least eiglysda
before the beginning of the supervision.

(2) By way of exception, paragraph 1 of this Adidhall not apply if that would jeopardize the
purpose of on-site supervision, and the decisiosuich effect shall be made by the Management
Board of the Agency.

(3) In the instances referred to in paragraph thigf Article, the authorised employees of the Agenc
shall hand in the supervision natification on thistfday of the on-site supervision.

On-site supervision
Article 546

(1) After the supervision notification has beenidked, the supervised entity shall enable the
authorised persons from the Agency access to #d b#ice and other premises where the supervised
entity itself, or any other entity authorised by @onduct the activities subject to the Agency
supervision.

(2) At the request of the authorised person fromAbency, the supervised entity shall enable theem t
inspect business records and documents, as welldasnistrative or other records to an extent
necessary to exercise supervision.

(3) At the request of the authorised persons froemAgency, the supervised entity shall present all
requested business documents, computer printodtplane call records.



Conditions for performing on-site supervision

Article 547
(1) The supervised entity shall make availableht® authorised person from the Agency adequate
facilities where it is possible to exercise supspn without disturbance and presence of otherlpeop

(2) At the request of the authorised person froenAgency, the supervised entity shall provide etxper
and technical support, give necessary clarificati@md enable the supervision to be carried oit$ at
head office.

(3) At the request of the authorised person fromAlgency, the supervised entity shall also ensure
other conditions necessary to exercise supervision.

(4) The supervision referred to in paragraphs 1 anof this Article shall be conducted by the
authorised persons from the Agency during the siget entity's regular office hours. If necessary

because of the extent or nature of business opesatihe supervised entity shall enable the aigbdri
person from the Agency to exercise supervision algseide its regular office hours.

(5) The authorised persons from the Agency may teargy remove from the supervised entity the
documents referred to in Article 546 of this Acs, well as financial instruments, cash or items that
may be used as evidence in criminal or misdemegmmoeedings, and those items may be kept only
until the beginning of the proceedings, when thegllsbe handed over to the competent authority
conducting the proceedings.

End of on-site supervision

Article 548

(1) After the on-site supervision is completedepart shall be made containing a detailed desoripti
of the findings and delivered to the supervisedent

(2) The supervised entity may file a complaint loa teport within eight days after receiving it.
(3) By way of exception from the provisions of pguaph 2 of this Article, the Agency may set a
period shorter than the one referred to in pardgapf this Article if necessary in order to preven
potential material negative consequences for agsimyent firm, its clients or third parties.

Reasons for complaint

Article 549

(1) The complaint on the report may be filed fag thllowing reasons:
1. the report refers to the supervision of an gnthich is not subject to the Agency supervision,

2. the findings set out in the report are incorardncomplete.

Contents of complaint

Article 550

(1) The complaint must contain:



1. a reference to the report on which the complaintade,
2. a statement that the findings set out in thentegre entirely or partly contested,
3. reasons for the complaint,

4. other information that each petition has to abnpursuant to the General Administrative Procedur
Act.

(2) In its complaint, the supervised entity maytestidne facts which show that the violations and vio

stated in the report do not exist and present ecel¢hereof. If the complaint contains reference to
any documents, the supervised entity shall attach documents to its complaint as evidence.

(3) If no documents are attached to the supervseity's complaint as evidence, when making its
decision the Agency shall take into consideratinly ehose pieces of evidence that are attachelgeto t

complaint.

(4) After the deadline for complaints, the supesdi®ntity may not state new facts or produce new
evidence.

(5) The complaint is considered as an integral pfate report.

Imposition of supervisory measures

Article 551
(1) After the supervision is completed, the Agentgy impose on the supervised entity supervisory
measures stipulated in this Act for the purposensfuring orderly trading in financial instruments i
the regulated market or to protect investors' eges.
(2) When the Agency establishes reasonable suspdafia criminal act or a misdemeanour being
committed, it shall notify the competent authogtycordingly.

Continuous supervision
Article 552

During the continuous supervision, the person aigbd by employment shall:

1. establish whether the prescribed reports andratiformation have been delivered within the
prescribed period and in the prescribed format,

2. establish whether the information contained hose reports and other required documents is
correct.
Report on continuous supervision
Article 553

(1) If violations and irregularities are found ihet operations of an investment firm during the
continuous supervision, the person authorised Ipl@ment shall prepare a report.



(2) The report containing a detailed descriptiofirddings during the supervision shall be delivered
the supervised entity.

(3) The provisions on the on-site supervision re@ord complaints about the on-site supervision
report shall apply mutatis mutandis to the repartontinuous supervision.

(4) On the basis of the findings set out in theorepeferred to in this Article, the Agency may eadl
supervisory measures as in the case of the ostgiervision.

Article 554

If the adoption of the measures referred to indt262, paragraph 2, point 2 of this Act is deemed
necessary in order to ensure orderly functioninthefmarket and/or to protect investors, wheredghos
measures cannot be postponed, and providing tedatts on which the measure is based have been
ascertained or at least made probable, the Agersy diecide on their imposition in a shortened
procedure.

Title 1l

Co-operation with the competent authorities and extange of information

Co-operation between the competent authorities irhie Republic of Croatia

Article 555

(1) The Agency and other competent authoritieshi@ Republic of Croatia responsible for the

supervision of credit and other financial instiouis shall provide, at the request of a competent
authority, another competent authority with alloimhation concerning the supervised entities that
such competent authority may need during the liogngrocedure or when making decisions on other
individual applications within its scope of compate.

(2) The bodies referred to in paragraph 1 of thiicke shall exchange information on violations and
irregularities found during their supervision pmdivig that such findings are relevant to the other
authority.

(3) Exchange of information pursuant to this Adicthall not be considered as a disclosure of
professional secret, and the Agency and other ctampauthorities shall safeguard and treat thus
obtained information as confidential, and they may use such information for any other purpose
than the one for which it has been provided.

(4) The scope of information exchange and the dmation of procedures and activities in the

process of supervision and regulation of credit atiter financial institutions and groups shall be
regulated in a special agreement on co-operatitweasm the competent authorities.

Co-operation between the Agency and competent authties of the Member States

Article 556



(1) The Agency and the competent authorities ofeamlder State shall co-operate in the process of
supervising the investment firms which provide thegrvices, directly or through a branch, in the
territory of the Republic of Croatia and that MemBéate.

(2) If the Agency has reasons to believe that &astment firm which does not fall within its scagfe
competence, but operates in the territory of amolember State, violates or has violated the
provisions of this Act, it shall notify the competeauthority in the relevant Member State
accordingly.

(3) The Agency and the competent authority in a MemState shall conclude co-operation
agreements if the activities of the regulated matkat has established remote access in the host
Member State become relevant for the functioninghef capital market as a whole and for investor
protection in that host Member State.

(4) For the purpose of mutual co-operation refet@dn paragraphs 1 and 2 of this Article, the
Agency may exercise all the powers conferred upander this Act or another law.

(5) If the Agency receives from a competent autlicai request for supervision or investigation, it
shall act within the powers conferred on it undhés A\ct, and in particular:

1. exercise supervision or investigation indepetigen
2. allow the requesting authority to perform supson or investigation itself, or
3. allow auditors or other experts to perform su#n or investigation.

(6) The Agency shall consult the competent autlesribf the other Member State prior to granting
authorisation to an investment firm which is:

1. a subsidiary of an investment firm or credititngion authorised in another Member State;

2. a subsidiary of the parent undertaking of ar&tment firm or credit institution authorised in
another Member State,

3. controlled by the same natural or legal pergsnsontrol an investment firm or credit institution
authorised in another Member State

(7) The Agency shall consult the competent autiesritesponsible for the supervision of credit
institutions or insurance undertakings of the otflember State prior to granting authorisation to an
investment firm which is:

1. a subsidiary of a credit institution or insuranmdertaking authorised in the Community;

2. a subsidiary of the parent undertaking of aitrestitution or insurance undertaking authoriged
the Community,

3. controlled by the same natural or legal persams control a credit institution or insurance
undertaking authorised in the Community.

(8) The agency shall take into account the opimibthe relevant competent authorities referrechto i
paragraphs 6 and when assessing the suitabilityeathareholders or members and the reputation and
experience of persons who effectively direct thsimess involved in the management of another
entity of the same group, for the granting of atharisation as well as for the ongoing assessment o
compliance with operating conditions.



Exchange of information between the Agency and conepent authorities of the Member States
Article 557

(1) The Agency and the competent authorities of kember States shall exchange all data
concerning:

1. the management and ownership structure of imagst firms, if such information can facilitate
supervision

2. the compliance with requirements for the granthan authorisation by the competent authorities

3. information which can facilitate supervision

(2) If the Agency has obtained confidential infotioa from the competent authority of another
Member State or during supervision in a branchnohaestment firm domiciled in a Member State, it
can make such information available only with conigd that competent authority.

Confidentiality requirement
Article 558

(1) The members of the Management Board and emgdopé the Agency, as well as statutory
auditors and other professionals acting under titizoaity of the Agency shall preserve confidentiali
of all information they learn during supervisiordamhile exercising their powers.

(2) Confidential information may not be disclosedahother party or a state authority save in thefo
of an excerpt not disclosing the identity of thepemwised entity to which such confidential
information refers.

(3) The prohibition referred to in paragraph 2 khat apply:
1. when confidential information is required foetpurposes of criminal procedure
2. in the case of bankruptcy or involuntary liquida of the supervised entity, to the confidential
information necessary to declare the creditor'smsdain bankruptcy proceedings or related civil
proceedings.
(4) The confidentiality requirement referred toparagraphs 1 to 3 of this Article shall apply aso
the information which the Agency or the personsmefd to in paragraph 1 of this Article learn
through exchange of information with other compesgarihorities.

Article 559
(1) The members of the Management Board and empdogéthe Agency may not give advice with
regard to trading or investing in financial instremtis, nor may they give opinions regarding the

benefits or disadvantages of the acquisition goatial of financial instruments.

(2) The prohibition of the activities referred toparagraph 1 of this Article shall cease to hdfece
six months after those persons have stopped perfgrimeir duties or tasks at the Agency.

(3) Whenever they acquire or dispose of financiatruments, the members of the Management Board
and employees of the Agency shall report the ti@tiss to the Management Board of the Agency



within seven days by stating the kind of the finahimstrument concerned, the issuer, the datelaad
legal basis of its acquisition or disposal.

(4) The obligation referred to in paragraph 3 as tArticle shall apply also to the acquisitions and
disposals of financial instruments by spousesdodil, adopted children, parents or adoptive parents
and other persons living in the same household thidh Management Board member or employee, as
well as the acquisitions and disposals of finanicisiruments by legal entities in which those pesso
have a majority interest, and the reporting deadiimall begin on the day when the Agency employee,
a member or the Chairman of its Management Boanthéeof such acquisition or disposal or when,
considering the specific circumstances, the traimacould not have remained unknown to them.

(5) The Agency shall maintain records of acquisiiar disposals of financial instruments by the
persons referred to in paragraphs 1 and 4 of thild, and in each individual case it shall check
whether the persons referred in paragraph 1 ofAtiisle have a conflict of interest in relationttoeir
duties and tasks at the Agency, and it shall impagpropriate measures on such persons in
accordance with the applicable regulations andnteenal rules of the Agency.
(6) Pursuant to the regulations governing the rigghtaccess information, anyone may request
information from the Agency records on acquisiti@rsdisposals of financial instruments by the
persons referred to in paragraphs 1 and 4 of tHislé

Use of confidential information

Article 560

The Agency may use the confidential informationaattd while exercising supervision or carrying
out other activities within its scope of competenoéy for the following purposes:

1. to check compliance with the requirements fangng of authorisations and approvals by the
Agency pursuant to this Act,

2. to exercise supervision on an individual and/opnsolidated basis,
3. misdemeanour and criminal procedures, or
4. in proceedings conducted before the Administea@ourt against the final decisions of the Agency

5. monitoring and supervision of orderly functiogiof the trading place.

Entities not subject to the confidentiality requirement
Article 561

(1) The Agency may forward confidential informatitm the following entities in the Republic of
Croatia or other Member State:

1. the competent authorities responsible for thpestsion of investment firms, credit and financial
institutions and insurance companies, and compdiedies for supervision of fulfilment of the
obligation of publishing the prospectus relateghtiblic offering or admission to trading of secudt]
to enable them to perform their duties prescribgthb law,



2. the courts and other authorities or legal egitesponsible for conducting liquidation or bapkcy
proceedings in the supervised entities referrednt@oint 1 of this paragraph or other similar
proceedings so as to enable them to perform tliiiesiprescribed by the law,

3. the auditors performing an audit in the supeientities referred to in point 1 of this Artidke
enable them to perform their duties prescribedhieyiaw,

4. the bodies responsible for the supervision efdbthorities conducting liquidation or bankruptcy
proceedings in banks or other similar proceedirijsuch information is necessary to them in
performing their supervisory duties,

5. the bodies responsible for the supervision efatditors performing audit in supervised credd an
financial institutions, if such information is nesary to them in performing their supervisory dijtie

6. the European Central Bank, the central banknather authority with the power and duty to
implement monetary policy, or any other body resjiae for payment system supervision,

7. the ministry responsible for finance, or a stithority in another Member State with the poweer t
propose laws in the area of the supervision ofiteet financial institutions, investment firms and
insurance companies only for the purpose of peiftgnsupervision within their respective areas of
competence,

8. the clearing institution which performs cleariagd settlement and is recognised under the law
regulating the market in financial instruments,thk Agency considers that such information is

necessary to ensure stable operations in view @frigk of non-performance or potential non-

performance of obligations by a market participant.

(2) With the aim of ensuring greater stability angkgrity of the capital market, the Agency mayoals
exchange information with other competent authesiin the Republic of Croatia and other Member
States which carry out, in accordance with the Jamgestigation and prosecution proceedings in the
cases of violation of the company law if the pramsof information is requested or ordered in wagti

by the competent court. The information that theedgy has obtained from other competent
authorities may be disclosed to third parties amith consent of the authority which has provided th
information.

(3) The Agency may disclose the information obtdiparsuant to Article 558, paragraph 4 of this Act
to the authorities referred to in paragraph 2 @ thrticle only subject to express consent of the
authority which has supplied the information.

(4) The parties which have obtained confidentiébrimation from the Agency in accordance with
paragraphs 1 and 2 of this Article may use sucbrimation only for the purposes for which such

information has been supplied, and they shall gestito the confidentiality requirement referred t
in Article 558 of this Act.

Refusal to co-operate

Article 562

(1) The Agency may refuse a request for co-oparaticonducting investigation or supervision only
if:

1. such investigation, on-site inspection, sup@wi®r exchange of information may have a negative
impact on the sovereignty, security or public oridehe Republic of Croatia,



2. the proceedings for the same offence and agtiassame persons have already been instigated
before the competent Croatian court,

3. the competent Croatian court has already mdohaladecision with regard to the same persons and
the same actions before the authorities.

(2) In the case of refusing co-operation, the Agesttall notify the requesting competent authority
and supply all available information on the caseceoned.

Article 563

(1) The Agency shall co-operate with the competnhorities of another Member States when
necessary to exercise supervision of compliande thvé provisions of Part Three of this Act.

(2) The Agency shall co-operate with the compegeniorities of another Member States and provide
adequate assistance in their supervision of comgiawith the regulations transposing Directive
2003/71/EC and Directive 2004/109/EC into theiiora! legislations.

(3) The Agency shall co-operate with the compegenhorities of another Member States particularly
in the following instances:

1. when the issuer has, as a result of the issvaraus securities, has more than one home Member
State,

2. if the power to approve the prospectus in acaed with Article 563 of this Act has been
delegated.

(4) The Agency shall co-operate with the competarhorities of other Member States particularly
when it is necessary to suspend or remove seaufitien trading in order to ensure equal treatmént o
investors and market protection.

(5) When Republic of Croatia is the issuer's hormenider State, the Agency shall, at the request of
the competent authorities of the host Member Staieyide assistance to that competent authority
according to information available, particularly@vhnew or rare types of securities are concerned.

(6) When Republic of Croatia is the host Membernestéhe Agency shall, at the request of the
competent authorities of the home Member Stateyigheoall information about particularities of the
Croatian securities market.

(7) Exchange of information pursuant to this Adicthall not be considered as a disclosure of
professional secret and the Agency and other canpetuthorities shall safeguard and treat thus

obtained information as confidential, and they may use such information for any other purpose
than the one for which it has been provided.

Co-operation with competent authorities in third caintries

Article 564

(1) The Agency may conclude co-operation agreemeittscompetent authorities in a third country
to regulate exchange of information with the corapetwuthority in that third country.

(2) Information disclosed under the conditionswdaped in this Article is subject to the confidetity
requirement referred to in Article 560 of this Act.



(3) The Agency is authorised to conclude co-openatagreements providing for exchange of
information which is intended exclusively to enabibe performance of duties of the third-country
competent authorities and other parties authoaseldresponsible for:

1. the supervision of credit institutions, investiirms, insurance companies, and capital markets,

2. liquidation and bankruptcy proceedings in inrestt firms,

3. the statutory audit in investment firms and o#wities which provide financial services, aslvasl

in credit institutions and insurance companiespart of their supervisory function, or those that
maintain an indemnity system as part of their fioms,

4. the supervision of persons involved in the liigion or bankruptcy proceedings in investment
firms,

5. the supervision of persons responsible for &igtlaudit in insurance companies, credit institg,
investment firms and other financial institutions

(4) Information disclosed under the agreement refeto in paragraph 1 of this Article shall be
subject to the confidentiality requirement refermedrticle 560 of this Act.

(5) Information originating from another Member t8tanay only be disclosed to a third party subject
to express consent of the competent authoritidshidnge conveyed such information and only for the
purpose approved by such competent authorities.

(6) The provisions of Article 560 of this Act shalpply also to the information provided by the
competent authorities of third countries.

(7) The Agency may supply data or information téoeeign competent authority providing that it

guarantees the same or higher degree of legalgbimteof such data or information than the one
provided under the applicable Croatian regulatmmslata protection.

Co-operation between the Agency and statutory auditrs/audit firms
Article 565

(1) Audit of annual financial statements of investifirms shall be carried out in accordance with t
Audit Act unless otherwise stipulated in this Actlloe regulations adopted on the basis of it.

(2) The audit firm shall give its professional andependent opinion whether the annual financial
statements of a investment firm have been preparedcordance with the Croatian regulations and

professional standards, and whether they give @ and correct picture of the financial position,
business results and cash flow of the investmemtdoncerned.

Duties of the statutory auditor
Article 566
(1) The statutory auditor referred to in Article56f this Act shall notify the Agency in writing on
each and every fact or decision concerning an tmast firm which has come to the auditor's

knowledge during the audit of financial statemetd which:

1. constitutes a serious breach of laws and rdagokatwhich stipulate the licensing requirements or
specifically regulate the business of investmamdi

2. has an impact on permanent operations of invagtfirms



3. may lead to a refusal to issue the auditor'siopior qualified auditor's opinion
(2) The statutory auditor referred to in ArticleSb6f this Act shall also notify the Agency in wnig
on each and every fact referred to in paragraptf this Article which comes to the auditor's
knowledge during the audit of financial statemeintsa company which is closely related to the
investment firm where audit is performed.
(3) When an audit firm notifies the Agency in gofaith of the facts and decisions referred to in
paragraph 1, it shall not constitute a breach ofragtual or statutory restrictions on the release
disclosure of information/business secret and shail cause liability on the part of the statutory
auditor.
Disclosures by the Agency

Article 567

(1) The Agency shall disclose the following infortioa:

1. the texts of laws, decisions, instructions aedegal guidelines in the area of supervision tlaaeh
been adopted in the Republic of Croatia,

2. the manner of exercising the options and (nat)atiscretions provided for in the EU legislation,
3. the general criteria and methodologies apphidtié supervision of investment firms,

4. the aggregate statistical data which the Agérasycollected pursuant to his Act and the reguiatio
adopted on the basis of it.

(2) The information referred to in paragraph 1he$ tArticle shall be disclosed in a way that maites
possible to compare the approaches adopted byothpatent authorities in different Member States.
The information shall be regularly updated and lat# on the Agency's website.

(3) Besides the information referred to in paragrapof this Article, the Agency may also disclose
other information within its scope of competence.

PART SEVEN

Misdemeanours
Severe misdemeanours of the investment firm and adlé institution
Article 568

(1) Investment firm or credit institution shall fpeinished for misdemeanour by the fine of HRK
200.000,00 to HRK 500.000,00 if:

1. they outsource important operational functionssuch a way as to impair the ability of the
supervisory authority to monitor the firm's compice contrary to the Article 40 paragraph 2 and the
Ordinance mentioned in the Article 43 of this Act,



2. they do not organise or keep business docunmeatsvay that it would be possible to check at any
time the course of a transaction, contrary to thcke 41. paragraph 2 and the Ordinance mentioned
in the Article 43 of this Act,

3. they do not protect business records from uraisd access, possible loss of records or pregerve
in a way that ensures durability of records, cagtta the Article 41. paragraph 4. and the Ordimanc
mentioned in the Article 43. of this Act,

4. they do not preserve business documentatidmeipériod as stipulated in the Article 41. paralgrap
5. and in accordance with the Ordinance mentionedd Article 43. of this Act,

5. they do not make adequate arrangements wheimbdidancial instruments belonging to clients, in
accordance with the Article 42. paragraph 1 andQhdinance mentioned in the Article 43. of this
Act,

6. they do not, for using the financial instrumehthe client for the own account of the investment
firm, obtain the consent from the client in the manfrom the Article 42. paragraph 2 of this Act,

7. they do not make adequate arrangements wheimdighds belonging to clients, in accordance
with the Article 42. paragraph 3 and the Ordinamestioned in the Article 43. of this Act,

8. if persons mentioned in the Article 54. paragr@puse, disclose to third parties or enable third
parties to use data regarding clients, contrathi¢gorohibition from the Article 54. paragraph 2ok
Act,

9. they do not maintain the records in accordaritie tive Article 58 of this Act,

10. they misuse information relating to pendingemiorders, contrary to the prohibition from the
Article 82. paragraph 4 of this Act,

11. if as systematic internaliser in shares donmaite available firm quotes in those shares, contoar
the Article 102. paragraph 1 of this Act;

12. if as systematic internaliser in shares do meke public quotes referred to in Article 102
paragraph 1 of this Act, contrary to the Articl21faragraph 1 of this Act;

13. if as systematic internaliser, for the shacgsnhich there is no liquid market, acts contrarythe
Article 102. paragraph 3,

14. if as systematic internaliser executes thersrderetail clients contrary to the Article 105.this
Act

15. if they do not keep the records mentioned & Alticle 112. paragraph 1. in the period from
Article 112. paragraph 1. of this Act,

16. they do not deliver the report to the Agencgdoordance with the Article 113. paragraph 1,

17. they, when trading on own account or for theoaat of the client outside the regulated market or
MTF, do not publish data regarding transactiondooadance with the Article 114. paragraph 1 and
the Ordinance mentioned in the Article 114. parnalgra of this Act,

18. they, as operator of the MTF do not apply ayeaments and procedures in accordance with the
Article 130 of this Act,



19. they, as operator of the MTF do not make pubkcdata on execution of transactions which have
been executed through the system it operates,agritr the Article 133 of this Act,

(2) Responsible person of the investment firm @ thedit institution shall be punished for the
misdemeanour from the paragraph 1 of this Artibiethe fine of HRK 20.000,00 to HRK 100.000,00.

Less severe misdemeanours of the investment firm drcredit institution
Avrticle 569

(1) Investment firm or credit institution shall fpeinished for misdemeanour by the fine of HRK
15.000 to HRK 75.000 if:

1. they do not inform the client on the rejectidrihe order, contrary to the Article 81 of this Act

2. they, while executing the client’s order acttcary to the Article 82 paragraph 3 and the Ordagan
mentioned in the Article 84 of this Act,

3. they do not execute the order according to #w kesults for the client, contrary to the Artiée
and the Ordinance mentioned in the Article 91 &f #ct,

4. they execute the client’s order outside the ledgd market or the MTF without the prior conseint o
the client, contrary to the Article 88 of this Act,

5. they, as member of the Investor Protection Sehese this circumstance with the aim of promoting
itself, contrary to the Article 245 paragraph 3tié Act.

(2) Responsible person of the investment firm @ thedit institution shall be punished for the
misdemeanour from the paragraph 1 of this Artioiethe fine of HRK 5.000,00 to HRK 20.000,00.
Other misdemeanours of the investment firm
Article 570

(1) Investment firm shall be punished for misdenwesnby the fine of HRK 50.000,00 to HRK
150.000,00 if:

1. they carry out other professional activitieg;ept those for which it obtained the approval, myt
to the Article 11 paragraph 2 of this Act,

2. they do not maintain business records, keepakenpublic the annual financial statements and the
annual report, contrary to the Article 115 of tA,

3. they do not deliver to the Agency the requiregarts within the prescribed period, contrary t® th
Article 116 of this Act,

4. they do not make public the prescribed repoitsinvthe prescribed period, contrary to the Adicl
117 of this Act,

5. they, when they are in the liquidation, perfdina activities contrary to the decision of the Agen
from the Article 118 paragraph 4 of this Act,

6. they after the withdrawal of the authorisation,after the authorisation ceases to be in effgct b
force of law, starts performing or performs newvgsss and activities tied to the performance of



providing investment services and/or performingestment activities, contrary to the Article 263 of
this Act,

7. they establish the branch on the territory ajither Member State without prior notification oéth
Agency, contrary to the Article 136 of this Act

8. they start providing investment services andopeiing investment activities through the branch in
another Member State before the expiration of pefriom the Article 138 of this Act,

9. they establish the branch on the territory ajther Member State without prior notification oéth
Agency, contrary to the Article 142 of this Act,

10. they do not establish or apply the appropiateedures to ensure an efficient system of interna
control, contrary to the Article 169 of this Act,

11. they do not notify the Agency about their itikem to transfer to the standardised approach for
calculating capital requirements for operationakysicontrary to the Article 192 paragraph 1 of this
Act,

12. they do not notify the Agency about not meetihg qualifying criteria for standardised or
advanced approach or conditions for combining agghres, contrary to the Article 192 paragraph 2 of
this Act,

13. they do not, in prescribed periods and in thesqribed way report to the Agency about the
exposures, contrary to Article 200 of this Act,

14. they have qualifying holdings in one or sevamah-financial institutions which exceed the
accepted limits pursuant to the Article 202 of theg,

15. they do not report to the Agency in the mararet within the prescribed periods in accordance
with Articles 216 and 217 of this Act,

16. they do not publicly disclose general inforraatabout its business activity, contrary to thechet
219 paragraph 1 of this Act.

(2) Responsible person of the investment firm sballpunished for the misdemeanour from the
paragraph 1 of this Article, by the fine of HRK @00,00 to HRK 35.000,00.
Misdemeanours of other persons
Article 571.

(1) Legal person shall be punished for misdemearmuithe fine of HRK 50.000,00 to HRK
150.000,00 if:

1. as tied agent handles money and/or financialuments of clients or potential clients, contréwy
the Article 93 paragraph 2 of this Act,

2. as tied agent performs activities from ArticR@aragraph 1, contrary to the Article 93 paragraph
of this Act,

3. as person from Article 247 paragraph 3 of this, At request of the Agency, do not submit report
and information, account books and business doctatien, contrary to the Article 247 paragraph 3
of this Act.



(2) Responsible person of the legal person shahupéshed for the misdemeanour from the paragraph
1 of this Article, by the fine of HRK 10.000,00 iRK 35.000,00.

(3) Natural person shall be punished for misdemeahy the fine of HRK 15.000,00 to 50.000 HRK
if:

1. as tied agent handles money and/or financiadluments of clients or potential clients, contréoy
the Article 93 paragraph 2 of this Act,

2. as tied agent performs activities from ArticR@aragraph 1, contrary to the Article 93 paragraph
of this Act,

3. as person from Article 247 paragraph 3 of this, At request of the Agency, do not submit report
and information, account books and business doctatien, contrary to the Article 247 paragraph 3
of this Act.

Misdemeanours of the stock exchange

Article 572

(1) The stock exchange shall be punished for misd@our by the fine of HRK 200.000,00 to HRK
500.000,00 if:

1. as operator of the MTF do not apply arrangememiispeocedures in accordance with Article 130
of this Act,

2. as operator of the MTF do not make public the ddiaut the transactions executed under its
system, contrary to the Article 133 of this Act,

3. performs activities for which it does not have #pproval by the Agency, contrary to the Article
281 paragraph 4 of this Act,

4. performs activities mentioned in the Article 281rggraph 1 point 1 of this Act without
authorisation of the Agency;

5. do not deliver to the Agency the data regardingdWwaership structure, contrary to the Article
289 of this Act,

6. do not inform the Agency, pursuant to Article 291tos Act,
7. do not inform the Agency, without delay, about angnificant breaches of its rules, disorderly
trading conditions or conducts that involve marketise, contrary to the Article 304 paragraph 3

of this Act,

8. do not suspend the trading or remove a financi&tament from trading, contrary to the Article
330 paragraphs 1 and 2 of this Act,

9. the stock exchange do not make public the datddarul offer, contrary to the Article 333 of this
Act,

10. the stock exchange do not make public data on ¢és@dransactions, contrary to the Article 335
of this Act.



(2) Responsible person of the legal person shahiunéshed for the misdemeanour from the paragraph
1 of this Article, by the fine of HRK 20.000,00 i#tRK 100.000,00.

Article 573

(1) A legal entity or natural person shall be guidf a misdemeanour and punished by a fine in the
amount of HRK 100.000 to HRK 1.000.000 if:

1. contrary to the provisions of Article 354 ofghict, they fail to notify the Agency of the usetbé
exception referred to in Articles 351, 352 or 353nis Act within the period proscribed in ArticB54
of this Act.

2. contrary to the provisions of Article 361 ofdlAct, they fail to notify the Agency of the finatice
and number of the securities offered, or this imfation is not published in the manner prescribed fo
the publication of prospectus,

3. contrary to the provisions of Article 364 ofd4hAct, they fail to prepare or publish, within the
prescribed period, a document which either containgefers to information published or made
available to the public in the territory of the Rbpc of Croatia in the preceding period,

4. contrary to the provisions of Article 364 ofgHict, they fail to submit the Annual Documenthe t
Agency within the prescribed period after the peddion of the annual financial statements,

5. contrary to the provisions of Article 364, paiggh 5 of this Act, the Annual Document which
refers to certain information not contained in doEument does not state where such information is
available to the public,

6. contrary to the provisions of Article 373, paagghs 1, 2 and 3 of this Act, they fail to fulfiie
obligation to publish a prospectus in the presdrifmanner and within the prescribed period,

7. contrary to the provisions of Article 373, pawgahs 4 and 5 of this Act, they fail to make the
notification of the manner in which the prospedtas been published, and where and how investors
can procure the prospectus, or if the content ofi swtification is not in accordance with Articlé&

of this Act,

8. contrary to the provisions of Article 377, paaghs 1 or 2 of this Act, they fail to provide an
investor, at their request, with a printed prospedtee of charge,

(2) A legal entity or natural person shall be guidf a misdemeanour and punished by a fine in the
amount of HRK 200.000 to HRK 1.000.000 if:

1. contrary to the provisions of Article 349, pawgth 1 of this Act, they offer securities to theolau
without having published a valid prospectus befsoeh public offering, and the publication of
prospectus is required under this Act,

2. contrary to the provisions of Article 349, pawggh 2 of this Act, they approve the listing of a
security on the regulated market in Croatia withlsawing published a valid prospectus before such
listing, and the publication of prospectus is regdiiunder this Act,

3. contrary to the provisions of this Act, they psiib a prospectus without having obtained approval
from the Agency,



4. publish a prospectus different from the one ioesly supplied to the Agency for the purpose of
issuing approval,

5. if they organise or carry out the subscriptiondnd payment of securities through a public offger
on the regulated market in contravention of thevigions of Article 348 of this Act.

6. contrary to the provisions of Article 355, pamgah 1 or 2 of this Act, the prospectus they have
prepared and published or information containedeitheare incomplete or incorrect, or the prospectus
IS inconsistent,

7. contrary to the provisions of Article 363 ofglfict, they publish an invalid prospectus,

8. contrary to the provisions of Article 379, pamgghs 1, 2, 3, 5 and 6 of this Act, they fail tdlish

a supplement to the prospectus or to the summagppctus, or to publish the prospectus supplement
in the same manner as the prospectus,

9. contrary to the provisions of Article 379, paagghs 2, 3 and 4 of this Act, they publish a
prospectus supplement which has not been approved,

10. contrary to the provisions of Article 382, thiayl to publish the prospectus in the prescribed
language or languages.

11. if they fail to comply with the disposition ahy of the supervisory measures imposed by the
Agency and referred to in Article 386 of this Act.

(3) For misdemeanours referred to in paragraphdl2aof this Article, the responsible person in a
legal person shall also be subject to a fine iamount from HRK 10,000 to 200,000.

Severe misdemeanours on issuers whose securitiee admitted to trading on a regulated
market

Article 574
(1) Issuer shall be punished for misdemeanour &Yittle of HRK 100,000.00 to HRK 250,000.00 if:
1. contrary to Article 403 paragraph 1 of this Attte issuer of securities fails to prepare or make
public, within the prescribed period, its annuadaficial report or fails to ensure that the annual

financial report is publicly available within thegscribed period;

2. contrary to Article 403 paragraph 3 of this Abk issuer of securities fails to disclose tophblic
the auditor’s report within the prescribed period,;

3. contrary to the provisions of Article 404 pamggn 1 of this Act, the issuer of securities who it&as
registered office in the Republic of Croatia, dowd prepare annual statements in the prescribed
manner;

4. contrary to Article 404 paragraph 3 of this Abg issuer of securities fails to disclose toghblic,
within the prescribed period and in the prescribveshner, the approved annual financial statements;

5. contrary to the provisions of Article 405 ofghAct, the issuer of securities who has its registe
office outside the Republic of Croatia does noppre annual statements in the prescribed manner;

6. contrary to the provisions of Article 406 ofghAct, the issuer of securities who has its regeste
office outside the Republic of Croatia, does nefppire annual statements in the prescribed manner;



7. contrary to Article 407 paragraph 1 of this Aitte issuer of shares and debt securities fails to
prepare or make public, within the prescribed mkrits half-yearly financial report or fails to eme
that the half-yearly financial report is publiclyailable within the prescribed period;

8. in the case referred to in Article 407 paragrapti this Act, the issuer of shares and debt sesir
fails to disclose to the public, within the prebed period, the auditor’s report or the auditaigaw;
9. contrary to the provisions of Article 408 ofglfct, the issuer of shares and debt securities doe
prepare its half-yearly statements in the presdribanner,;

10. contrary to the provisions of Article 409 ofstict, the issuer of shares and debt securities do
not prepare its half-yearly statements in the pilesd manner;

11. contrary to Article 410 paragraph 1 of this Abk issuer of shares who has its registeredeoific
the Republic of Croatia fails to prepare or mak®luwithin the prescribed period, its quarterly
financial report or fails to ensure that the qudyté&nancial report is publicly available withirhé
prescribed period;

12. contrary to the provisions of Article 410 ofsttct, the issuer of shares who has its registered
office in the Republic of Croatia does not preptgguarterly statements in the prescribed manner;

13. contrary to Article 429 of this Act, the issu#rshares fails to make public the informationaon
number of shares to which voting rights are attdclwed to which the capital stock of the issuer is
broken down, or the change in the number of votiglgts resulting from such shares, or a new total
number of shares to which voting rights are attdghe

14. contrary to Article 431 paragraph 1 of this Abke issuer of shares fails to make public without
delay any change in the rights attaching to issiredles, for each class of shares separately, inglud
changes in the rights attaching to derivative sgearissued by the issuer and entitling to acquire
shares of that issuer;

15. the issuer does not disclose the regulatednrgtion to the public in the manner prescribed in
Article 440 paragraphs 1 to 6 of this Act;

16. contrary to Article 440 paragraph 10 of thig,Ake issuer fails to communicate the information
the Agency at its request;

17. contrary to Article 441 paragraph 1 of this Atk issuer fails to file the regulated informatio
with the Agency and into the official register &gulated information at the same time when such
information is communicated to the media.

(2) In the case of admission of securities to trgadin a regulated market without the issuer’s catse

a person who has applied for the admission of gexsuto trading on a regulated market without the
issuer’s consent shall be punished for misdemealagdidown in paragraph 1 of this Article by the
fine of HRK 100,000.00 to HRK 250,000.00.

(3) Responsible person within the issuer or withie legal person who has applied for the admission
of securities to trading on a regulated market aiththe issuer's consent shall be punished for
misdemeanour laid down in the paragraph 1 of thiscke, by the fine of HRK 25,000.00 to HRK
75,000.00.

(4) Parent undertaking of a management companyneestment firm shall be punished for
misdemeanour by the fine of HRK 100,000.00 to HR¥0,200.00 if the parent undertaking, in
calculating the number of voting rights, uses tkengption contrary to Article 421 of this Act.



(5) Responsible person within the parent undertakinall be punished for the misdemeanour laid
down in the paragraph 4 of this Article, by theefiof HRK 25,000.00 to HRK 75,000.00.

(6) Legal entity shall be punished for misdemeanbyrthe fine of HRK 100,000.00 to HRK
250,000.00 if contrary to Article 413 of this Atajls to notify the Agency and the issuer of sharks
reaching, exceeding or falling below the prescrithedsholds in an issuer of shares.

(7) Responsible person within the legal entity sbalpunished for the misdemeanour laid down in the
paragraph 6 of this Article, by the fine of HRK @80.00 to HRK 75,000.00.

(8) Natural person shall be punished for misdemeamy the fine of HRK 10,000.00 to HRK
25,000.00 if contrary to Article 413 of this Acgils to notify the Agency and the issuer of reaghin
exceeding or falling below the prescribed threshiahdan issuer of shares.

Less severe misdemeanours of the issuer whose s#t@s are admitted to trading on a regulated
market

Article 575
(1) Issuer shall be punished for misdemeanour éyitle of HRK 50,000.00 to HRK 100,000.00 if:

1. contrary to Article 404 paragraph 2 of this Abk issuer of securities fails to disclose tophblic,
within the prescribed period, its annual finangtdtements indicating that the statements have not
been approved by its competent body;

2. contrary to Article 411 paragraph 1 of this Atie issuer of shares who has its registered office
outside the Republic of Croatia fails to make pzibliithin the prescribed period, statement by its
management;

3. the statement referred to in Article 411 parpira of this Act does not contain the information
referred to in paragraph 4 of the same Atrticle;

4. contrary to Article 428 of this Act, the issdails to make public within the prescribed peribe t
information contained in the notification refertedn Article 413 of this Act;

5. contrary to Article 430 paragraph 1 of this Attte share issuer which acquires or disposes of its
own shares fails to make public, within the presadi period, the number of its own shares;

6. contrary to Article 431 paragraph 2 of this Attte issuer of securities other than shares fails t
make public without delay any changes in the rigiftfiolders of such issued securities, including
changes in the terms and conditions that couldecty affect the rights resulting from such issued
securities, in particular changes in loan termimt@rest rate;

7. contrary to Article 432 paragraph 1 of this Atie issuer of securities fails to make public with
delay any new issues of debt securities and ingodat any new security or guarantee in respect
thereof;

8. contrary to Article 433 of this Act, the issuef securities fails to communicate, within the
prescribed period, to the Agency and to the regdlanarket on which its securities have been
admitted to trading, a proposal of amendmentsststétutes or its memorandum of incorporation;

9. contrary to the provisions of Article 438 of g¢hct, the issuer does not make the regulated
information public in the prescribed language;



10. contrary to Article 440, paragraph 9 of thist,Abe issuer fails to communicate without delay a
proof of fulfilling its obligation of disclosure athe manner of disclosure to the public;

11. contrary to the provisions of Article 397 pasgh 3 of this Act, the issuer to whom Croatighies t
host Member State and whose securities are admiitéchding on a regulated market only in the
Republic of Croatia fails to disclose to the pulaitinformation it is obliged to disclose pursuant
laws and regulations of its home Member State etog the obligations of disclosure of information
about issuers whose securities are admitted tonggawh a regulated market.

(2) In the case of admission of securities to trgdin a regulated market without the issuer’s catnse

a person who has applied for the admission of gessuto trading on a regulated market without the
issuer’s consent shall be punished for misdemealagdidown in paragraph 1 of this Article by the
fine of HRK 50,000.00 to HRK 100,000.00.

(3) Responsible person within the issuer or withie legal person who has applied for the admission
of securities to trading on a regulated market aiththe issuer's consent shall be punished for the
misdemeanour laid down in the paragraph 1 of thigcke, by the fine of HRK 5,000.00 to HRK
10,000.00.

Less severe misdemeanours of other persons on tssuer whose securities are admitted to
trading on a regulated market

Article 576

(1) Legal entity shall be punished for misdemearmuthe fine of HRK 25,000.00 to HRK 50,000.00
if:

1. the notification referred to in Article 413 olii$ Act does not contain the information and
attachments laid down in Article 423 of this Act;

2. contrary to the provisions of Article 424 ofdhAct, a legal entity fails to file with the Agenayd
the issuer within the prescribed period, notificatieferred to in Article 413 of this Act;

3. contrary to Article 439 paragraphs 1 and 2 of Act, a legal entity fails to file the notificath with
the Agency and the issuer in the prescribed languag

(2) Responsible person within the legal entity sbalpunished for the misdemeanour laid down in the
paragraph 1 of this Article, by the fine of HRK 80000 to HRK 10,000.00.

(3) Natural person shall be punished for misdemeary the fine of HRK 5,000.00 to HRK
10,000.00 if:

1. the notification referred to in Article 413 ofiis Act does not contain the information and
attachments laid down in Article 423 of this Act;

2. contrary to the provisions of Article 424 ofghAct, a natural person fails to file with the Aggn
and the issuer within the prescribed period, regtfon referred to in Article 413 of this Act;

3. contrary to Article 439, paragraphs 1 and 2hidf Act, a natural person fails to file the notifiion
with the Agency and the issuer in the prescribedlage.

(4) Market maker shall be punished for misdemearmurthe fine of HRK 50,000.00 to HRK
100,000.00 if:



1. in the instance referred to in Article 427 paagpdp 2 of this Act, the market maker fails to notlie
Agency within the prescribed time period of thetfdmat it acts or intends to act as the market make
in relation to a particular issuer;

2. contrary to Article 427 paragraph 3 of this Atie market maker fails to notify the Agency of the
fact that it no longer act as the market maker;

3. in the instance referred to in Article 427 pasad 4 of this Act, the market maker fails to powyi

at the request of the Agency, evidence on sha@smfinancial instruments referred to in Articl&6d
paragraph 1 of this Act which it holds or intendsbld for the purpose of acting as the market make

(5) Responsible person within the market makerl ffleapunished for the misdemeanour laid down in
the paragraph 4 of this Article, by the fine of HBK00.00 to HRK 10,000.00.

Severe misdemeanours — Market abuse
Article 577

(1) Legal person shall be punished for misdemeamétir the fine between 500.000,00 HRK and
1.500.000,00 HRK if:

1. as the issuer, do not make public the insiderim&tion which directly concerns him, in the
prescribed manner and under prescribed conditemmgrary to the Articles 459 and 460 of this Act;

2. as the issuer or the person acting on his beh&dfr his account, in the case from the Artick® 4f
this Act, do not disclose to the public the indidfermation, contrary to the Article 462 of thistc

3. as the issuer or the person acting on his bemalér his account, do not draws up, keeps and
updates the List of insiders, or do not submit tthet of insiders to the Agency upon his request,
contrary to the Article 463 of this Act;

4. if it trades or executes transactions, givesiwdo trade, in the way which would present the
market manipulation, contrary to the Articles 46 @66 of this Act;

5. they do not cooperate with the Agency in theesuipory proceedings according to the part four of
this Act in the manner not to permit the authoripedsons of the Agency to access the business
premises of the subject of supervision, acces®taments, do not give the requested information, or
do not cooperate with the Agency in any other wdyclv is necessary for the completition of the
purpose of the supervision, contrary to the Arté8® paragraphs 3, 4 and 5 of this Act;

6. do not act in accordance with the measure oAtiency mentioned in the Article 480, paragraph 6,
item 1, paragraph 7, paragraph 9 and paragrapif thdscAct;

7. it disseminates the information through the medicluding the Internet, or by any other means,
which gives, or is likely to give, false or misl@agl signals as to financial instruments, includihg
dissemination of rumours and false or misleadingsyevhere the person who made the dissemination
knew, or ought to have known, that the informaticas false or misleading, contrary to the Articles
465 and 466 of this Act.

(2) The responsible person of the legal persor begbunished for misdemeanour from the paragraph
1 of this Article with the fine between 50.000,08K and 150.000,00 HRK.



Less severe misdemeanours - Market abuse
Article 578

(1) Legal person shall be punished for misdemeandtir the fine between 50.000,00 HRK and
350.000,00 HRK if:

1. the stock exchange do not prescribe and/or mmghe procedures and measures aimed at detecting
and preventing market manipulation practices onrélgeilated market on which it operates, contrary
to the Article 467 of this Act;

2. investment firm or credit institution does nattify the Agency about cases for which they
reasonably suspect to constitute market abuserargrto the Article 468 of this Act;

3. do not produce or disseminates the recommemdaiiothe manner and under conditions from the
Artiles 471 to 479 of this Act, contrary to the isleés 471 to 479 of this Act.
(2) The responsible person of the legal persor begbunished for misdemeanour from the paragraph
1 of this Article with the fine between 10.000,08K and 35.000,00 HRK .

Misdemeanours for natural persons - Market abuse

Article 579

(1) Natural person shall be punished for misdemgamoth the fine between 30.000,00 HRK and
100.000,00 HRK if:

1. in the case from the Article 462 of this Act, it disclose to the public the inside information;

2. do not draw up, keep and updates the List afléns, or do not submit the List of insiders to the
Agency upon its request, contrary to the Articl® 46 this Act;

3. do not notify the Agency on transactions inrtenner and under conditions from the Article 464 of
this Act,

4.if it trades or executes transactions, givesrsrttetrade, in the way which would present thekeiar
manipulation, contrary to the Articles 465 and 46&his Act;

5. do not produce or disseminates the recommenaitiothe manner and under conditions from the
Articles 471 to 479 of this Act,

6. it do not comply with the measure of the Agefroyn Article 480 paragraph 6, item 1, paragraph 7,
paragraph 9 and paragraph 10 of this Act;

7. it do not cooperates with the Agency accordmthe Article 480 paragraph 5 of this Act.

Misdemeanours of the central clearing and depositgragency.
Article 580

(1) The central clearing and depository agencyldtmlpunished for misdemeanour with the fine
between 200.000,00 to HRK 500.000,00 if:



1. performs services which is not authorised tdgper, contrary to the Article 506 paragraph 4 ath
Act;

2. outsources the important operational functionshe manner which jeopardises the safekeeping
and implementation of clearing and settlement, gharof conditions under which authorisation as
central clearing and depository agency was grantedprevents or significantly complicates the
supervision by the Agency, contrary to the Artiglie} paragraph 1 of this Act;

3. do not elaborate or file to the Agency the priesdl reports in the prescribed period, contrarghto
Article 518 paragraph 2 of this Act;

4. do not disclose on its Internet sites the inffon mentioned in the Article 520 of this Act;

5. do not inform the Agency about the new membeteomination of membership, contrary to the
Article 527 paragraph 7 of this Act,

6. do not, without delay, inform the Agency aboatle non - fulfilment of obligation or on each
serious violation of rules of the central cleariengd depository agency, contrary to the Article 528
paragraph 2 of this Act,

7. do not allow the Agency to perform the supeonsaccording to the Article 539 paragraph 1 of this
Act.

(2) The responsible person of the central cleaand depository agency shall be punished for
misdemeanour of the paragraph 1 of this Articlethy fine between HRK 20.000,00 and HRK
100.000,00.

Misdemeanour warrant issued by the Agency

Article 581

(1) The Agency may issue a misdemeanour warramleosupervised entity if it has established a
misdemeanour:

1. through direct observation or supervision pented within their scope of authority, with an offiti
note or report on the findings being drawn up @nthor

2. on the basis of reliable documents includingport on supervision.

(2) The Agency may issue the misdemeanour warefetred to in paragraph 1 of this Article only
when misdemeanour referred to in this Act have loeemmitted.

(3) The contents and the procedure of issuing tiel@emeanour warrant shall be subject to the
provisions of the Misdemeanour Act concerning thésdemeanour warrant issued by state
government bodies in their capacity as the autbdrigaimant.

Statute of limitations on misdemeanour

Article 582

(1) The misdemeanour procedure may not be instigatee a three-year period has elapsed since the
day when the misdemeanour was committed.



(2) The statute of limitations shall be interrupbgdany procedural action taken by the Agency lfier t
purpose of prosecuting the perpetrator of the mirfilence.

(3) After each interruption, the statute of limiteis shall begin to run again.

(4) In any case, the statute of limitations shatiwr after twice as much time has elapsed as jegall
prescribed for the statute of limitations on miséamour.

Part Eight
Transitional and final provisions
Title |

Deadlines for alignment with the provisions of thisAct
Article 583

Unless otherwise stipulated in this Act, all legatities and natural persons shall align their Hess
operations with the provisions of this Act by 3td2009.

Article 584

(1) Brokerage firms which at the date of entry ifidoce of this Act hold the licence to conduct
securities activities duly entered in the Court iReg shall continue to operate as investment firms
pursuant to this Act on the basis of their existingnce, and in particular:

1. they shall continue to conduct the activity redd to in Article 34, paragraph 1, point 1 of the
Securities Market Act as the investment servicerrefl to in Article 5, paragraph 1, point 2 of this
Act,

2. they shall continue to conduct the activity redd to in Article 34, paragraph 1, point 2 of the
Securities Market Act as the investment activitieneed to in Article 5, paragraph 1, point 3 ofsthi
Act,

3. they shall continue to conduct the activity redd to in Article 34, paragraph 1, point 3 of the
Securities Market Act as the investment servicerretl to in Article 5, paragraph 1, point 4 of this
Act,

4. they shall continue to conduct the activity refd to in Article 34, paragraph 1, point 5 of the
Securities Market Act as the investment servicerretl to in Article 5, paragraph 1, point 7 of this
Act,

5. they shall continue to conduct the activity refd to in Article 34, paragraph 1, point 6 of the
Securities Market Act as the investment servicerrefl to in Article 5, paragraph 1, point 6 of this
Act,

6. they shall continue to conduct the activity redd to in Article 34, paragraph 1, point 7 of the
Securities Market Act as the investment servicerrefl to in Article 5, paragraph 1, point 5 of this
Act.

(2) The existing licence to conduct the activitiekerred to in Article 34 of the Securities Marlkedt
shall apply only to the activities involving the@dincial instruments referred to in Article 3, paegaip
1, point 2, sub-points a, b and c of this Act.



(3) The investment firms referred to in paragrapdf this Article shall deliver the Alignment Repor
to the Agency within 30 days after the date refittoein Article 1 of this Act.

(4) The following documents shall be attached ® Atignment Report referred to in paragraph 3 of
this Article:

1. Deed of Incorporation made before a public notar

2. a list of shareholders in the company referiednt paragraph 1 of this Article including also
identification details for individual shareholdensinformation on the company name and head office
for corporate shareholders, as well as informatianthe amount of their respective participations
expressed in absolute and relative terms,

3. as regards the shareholders holding qualifyiagigpations, the documents prescribed in the
Ordinance referred to in Article 50, paragraph 4has Act,

4. a list of persons or entities closely associatgd the investment firm and a detailed descripiod
the nature of their association,

5. the evidence of satisfying the requirementsrrefeto in Articles 36 to 42 of this Act as well as
those set forth in the Ordinance referred to inchet43 of this Act,

6. the evidence of satisfying the requirements eoring the share capital,
7. a proof of membership in the Investor ProtecBoheme and payment of the initial contribution.

(5) If it follows from the Report and the attacheddence/proofs referred to in paragraph 4 of this
Article that an investment firm is aligned with tpeovisions of this Act, the Agency shall issue an
operating licence to that investment firm, in acdewrce with the provisions of this Act concerning th
issue of operating licences.

(6) If an investment firm fails to comply with tipeovisions of paragraph 4 of this Article, the Aggn
may revoke the operating licence referred to iragaaph 1 of this Article granted to that investment
firm. In such case, the investment firm shall digtwe the activities for which it holds the opéargt
licence and delete those activities from the C&agister. The investment firm may not re-apply for
the operating licence pursuant to the provisionthisf Act before the period of one year has elapsed
after the licence revocation date.

(7) The investment firm mentioned in the Article32®f this Act is obliged to pay the initial
contribution from the Article 237 paragraph 2 astAct at the latest following 30 days from the end
of the deadline as set out in the Article 583 o #hct.

Article 585
(1) The licences issued to the members of an imagdt firm's management board before the entry
into force of this Act shall remain in full forcené effect, as licences issued under the provisidns

this Act.

(2) The licences issued to brokers before the éntoyforce of this Act shall remain in full for@nd
effect, as licences issued to brokers under theégoms of this Act.

(3) The licences issued to investment advisorsrbetwe entry into force of this Act shall remain in
full force and effect, as licences issued to inwesit advisors under the provisions of this Act.



(4) Professional examinations for brokers organeseal completed under the provisions of ZTVP and
Act on issuing and sale of securities (Official €& No 140/05) are recognised as professional
examinations for brokers organised and completetbiuthe provisions of Article 24 paragraph 4 of

this Act for the performing activities from the gstment services from Article 5 paragraph 1 point 1
and 2 of this Act.

(5) Professional examinations for investment adgiswmganised and completed under the provisions
of ZTVP and Act on issuing and sale of securiti@$fiCial Gazette No 140/05) are recognised as
professional examinations for investment advisogawised and completed under the provisions of
Article 24 paragraph 4 of this Act for the perfongiactivities from the investment services from

Article 5 paragraph 1 point 1, 2, 4 and 5 of thig.A

Article 586

(1) In the period from 1 January to 30 June 2088, ihvestment firms shall maintain the capital
requirements on the level of the minimum capitabam which equals that of the subscribed capital.

(2) As of 1 July 2009, the investment firms refdrte in Articles 32 and 35 of this Act shall appihe
provisions of this Act concerning the capital regaoients and contained in Part Two, Title One,
Chapter 9 in their entirety.

Article 587

Provisions of the Article 224 to 228 and 230 to 888ll begin to apply from January 1 2010.

Article 588

(1) The credit institutions which, at the date pfrg into force of this Act, hold the licence tonciuct
the securities activities entered in the Court Biegishall continue to provide investment servied
engage in other investment activities and provalated ancillary services on the basis of the iexjst
licence, and in particular:

1. they shall continue to conduct the activity redd to in Article 34, paragraph 1, point 1 of the
Securities Market Act as the investment servicerretl to in Article 5, paragraph 1, point 2 of this
Act,

2. they shall continue to conduct the activity redd to in Article 34, paragraph 1, point 2 of the
Securities Market Act as the investment activitieneed to in Article 5, paragraph 1, point 3 ofsthi
Act,

3. they shall continue to conduct the activity refd to in Article 34, paragraph 1, point 3 of the
Securities Market Act as the investment servicerrefl to in Article 5, paragraph 1, point 4 of this
Act,

4. they shall continue to conduct the activity redd to in Article 34, paragraph 1, point 5 of the
Securities Market Act as the investment servicerrefl to in Article 5, paragraph 1, point 7 of this
Act,

5. they shall continue to conduct the activity redd to in Article 34, paragraph 1, point 6 of the
Securities Market Act as the investment servicerretl to in Article 5, paragraph 1, point 6 of this
Act,



6. they shall continue to conduct the activity redd to in Article 34, paragraph 1, point 7 of the
Securities Market Act as the investment servicerrefl to in Article 5, paragraph 1, point 5 of this
Act,

7. they shall continue to conduct the activity redd to in Article 34, paragraph 1, point 8 of the
Securities Market Act as the ancillary service mefe to in Article 5, paragraph 1, point 1 of thAist.

(2) The existing licence to conduct the activitiegerred to in Article 34 of the Securities Marketdt
shall apply only to the activities involving thadincial instruments referred to in Article 3, paieguip

1, point 2, sub-points a, b and c of this Act.

(3) The credit institutions referred to in paradrdb of this Article shall deliver to the Agency the
Alignment Report within 30 days after the deadlieferred to in Article 1 of this Act.

(4) The following documents shall be attached soAlignment Report referred to in paragraph 3 of
this Article:

1. Deed of Incorporation made before a public notar

2. the evidence of satisfying the requirementsrreteto in Articles 36 to 42 and those set forthhia
Ordinance referred to in Article 43 of this Act,

3. a proof of membership in the Investor Protect®cheme and the payment of the initial
contribution.

(5) If it follows from the reports and the attachexdence/proofs referred to in paragraph 4 of this
Article that a credit institution is aligned withe provisions of this Act, the Agency shall isstse i
prior approval confirming that the requirements éndeen satisfied for the provision of investment
services and conduct of investment activities, af as related ancillary services stipulated in the
provisions of this Act regarding the issue of th@mpapproval to a credit institution. If the credi
institution fails to enter in the Court Registelithin six months as of the date of issue of thempri
approval, the activities in respect of which it lwdained the prior approval, the latter shall ectas
be valid.

(6) If a credit institution fails to act in compthiee with the provisions of paragraph 4 of this éej

the Agency may revoke the licence granted to swelditcinstitution for conducting the securities
activities referred to in paragraph 1 of this Adiand notify the Croatian National Bank accordjng|
In such case, the credit institution may not condhe securities activities to which the revoked
licence refers after the date of receiving the gleni on licence revocation, and the provisions on
revocation of the operating licence granted todtealit institution pursuant to the law governing th
establishment and operations of credit institutishall be applied accordingly. The credit instiuti
may re-apply for the prior approval pursuant t@ thct only after a one-year period has elapsecdesinc
the licence revocation date.

(7) The credit institution mentioned in the ArticB23 of this Act is obliged to pay the initial
contribution from the Article 237 paragraph 2 astAct at the latest following 30 days from the end
of the deadline as set out in the Article 586 o #hct.

Article 589

(1) After the entry into force of this Act, investmt firms may continue to treat as professional
investors pursuant to the provisions of this Aet éxisting professional investors whose classificat

has been made on the basis of an appropriate assgssf competence, experience and client
knowledge, where such assessment provides a lmasisgdsonable conclusion that, considering the



nature of the transaction or service concernedglibat is capable of making their own investment
decisions and understand the risks entailed.

(2) Investment firms shall notify their clients thfe conditions of client classification as it isgreed
out pursuant to the provisions of this Act.

Article 590

(1) Management companies of open-end investmemtsfuvith public offer which, pursuant to the
regulations governing the establishment and omerstiof investment funds and management
companies, conduct asset management activitieheoadcount of clients — unit holders and provide
advisory services in relation to securities invesita shall continue to conduct these activitiethas
investment services referred to in Article 5, paaad 1, points 4 and 5 of this Act.

(2) The provision of the investment services referio in paragraph 1 of this Article shall apphly

to the provision of services involving the finarddiastruments referred to in Article 3, paragraph 1
point 2, sub-points a, b and c of this Act.

(3) Management companies of open-end investmeulsfwith public offer referred to in paragraph 1
of this Article shall align their business operasawith the provisions of this Act by 30 June 2009.

(4) Management companies of open-end investmexlsfwith public offer referred to in paragraph 1
of this Article shall submit their Alignment Repsrto the Agency within 30 days after the deadline
referred to in paragraph 3 of this Article.

(5) The following documents shall be attached wAlignment Report referred to in paragraph 4 of
this Article:

1. the evidence of satisfying the requirementsrrefeto in Articles 36 to 42 and those set fortthe
Ordinance referred to in Article 43 of this Act,

2. the evidence of satisfying the requirement&spect of the share capital,
3. proof of membership in the Investor Protectich&ne and payment of the initial contribution.

(6) If it follows from the Report and evidence/pf®oeferred to in paragraph 5 of this Article that
management company of open-end investment funds puiblic offer is aligned with the provisions
of this Act, the Agency shall issue a decision aomhg the alignment with the provisions of thistAc
as regards the provision of the investment servieiesred to in Article 5, paragraph 1, points 4 &n
of this Act.

(7) If a management company of open-end investriems with public offer fails to align its
business operations with the provisions of this within the period referred to in paragraph 3 a@$th
Article, the licence referred to in paragraph 1tloé Article shall no longer be valid, subject to a
decision of the Agency. In such case, the manageomnpany of open-end investment funds with
public offer shall discontinue the activities fomieh it has obtained the operating licence. The
management company of open-end investment fundspuiblic offer may re-apply for the operating
licence pursuant to the provisions of this Act oatier a one-year period has elapsed since theckce
revocation date.

(8) The management company of open-end investmerdsf with public offer mentioned in the
Article 223 paragraph 2 of this Act is obliged gay the initial contribution from the Article 237
paragraph 2 of this Act at the latest following @&fys from the end of the deadline as set out in the
paragraph 3 of this Article.



Article 591

Investment firms, credit institutions and managetneempanies of open-end investment funds with
public offer shall align their internal regulatiowgth the provisions of this Act within a period sik
months after the entry into force of this Act.

Article 592

(1) A stock exchange which at the date of entrg fiotce of this Act holds the licence to condud th
activities of creating links between securities @ypand demand shall continue, subject to the
provisions of this Act, operating as a stock exggamwhich conducts the activities referred to in
Article 281, paragraph 1, points 1 and 2 of thig #kwolving the financial instruments referred to i
Article 3, paragraph 1, point 2, sub-points a ard this Act.

(2) The stock exchange referred to in paragraphthi® Article shall be considered an MTF Operator
within the meaning of this Act.

(3) The stock exchange referred to in paragrapled 2 of this Article shall align its business
operations with the provisions of this Act withiix snonths after the entry into force of this Act,
including also the alignment with the provisionghig Act which stipulate the requirements foritigt
financial instruments within appropriate segmerithe regulated market and MTF.

(4) Within three months after the entry into forokethis Act, the stock exchange referred to in
paragraph 1 and 2 of this Act shall deliver to Agency the by-laws referred to in Articles 294 and
295 of this Act for approval.

(5) The securities listed in the first quotatiomrguant to the Securities Market Act shall be cogrgd
as listed in the official market in accordance with provisions of this Act.

(6) The securities listed in the quotation for palpint stock companies and the quotation for etbs
end investment funds pursuant to the Securitiesk&iakct shall be considered as listed in the ragula
market in accordance with the provisions of this. Ac

(7) Other quotations referred to in Article 88, amgnaph 4 of the Securities Market Act shall be
considered the MTF within the meaning of this Act.

(8) Within six months after the entry into forcetbis Act, the stock exchange referred to in paphr
2 of this Article shall align its business operasionith the provisions of Articles 119 to 135 oisth
Act.

(9) Upon entry into force of this Act, the membefshe stock exchange referred to in paragraph 1 of
this Article shall be authorised to continue trgdin the regulated market and the MTF operated by
that stock exchange.

(10) The licences issued to the members of the hEmant Board of the stock exchange prior to the
entry into force of this Act shall remain in futbrice and effect as the licences for the membetiseof
Management Board of the stock exchange.

(11) If the stock exchange fails to comply with thevisions of paragraphs 3 of this Article, the
Agency may withdraw its operating licence.

(12) Within one year after the entry into forcelut Act, the members of the Supervisory Board of
the stock exchange shall be aligned with the prowgsof Article 286 paragraphs 6 to 9 of this Act.



Article 593

(1) The Central Depository Agency holding the audaiion to operate as a depository for

dematerialised securities and to perform clearing gettlement of the transactions with such
securities pursuant to the Securities Market Aatlstontinue to act as the Clearing and Depositary
Agency pursuant to the provisions of this Act whiddis been granted the authorisation to perform
professional activities referred to in Article 58&ragraph 1 items 1 and 3 of this Act.

(2) The system for clearing and settlement of thadactions with dematerialised securities operated
by The Central Depository Agency shall continueperate as the clearing and settlement system for
securities referred to in Article 501 of this Act.

(3) Within six months after the entry into forcetbis Act, the clearing and depositary agency reter

to in paragraph 1 of this Article shall align itsdiness operations with the provisions of this dwud
submit its aligned by-laws referred to in Article®1 and 522 of this Act to the Agency for approval.

(4) The licences issued to the members of the neamagt board of the Central Depository Agency
prior to the entry into force of this Act shall ram in full force and effect as the licences foe th
members of the management board of the clearinglepdsitary agency.

(5) If the clearing and depositary agency failatbd in compliance with the provisions of paragr@ph
of this Act, the Agency may withdraw the authoricat

(6) Within one year after the entry into force of tAist, the members of the supervisory board of the
clearing and depositary agency shall be alignel thig provisions of Article 509 of this Act.

Form of shares issued before the entry into forcef this Act
Article 594

(1) Joint stock companies shall issue shares infdha of securities pursuant to the regulations
governing the establishment and operations of comepaor in the form of dematerialised securities
pursuant to the provisions of this Act.

(2) The joint stock companies which have not, ptthe entry into force of this Act, issued share
certificates nor have they issued shares in thm fof dematerialised securities maintained in the
electronic records of the Central Depository Agershall provide the clearing and depositary agency
with the information on the securities and theildeos contained in the Share Register or the Issuer
Register within six months after the beginning placation of this Act.

Title 1l

Cessation and beginning of application of individubprovisions of this Act at the date of
Croatia’s accession to the European Union

Part Two of this Act
Article 595

(1) At the date of accession of the Republic of&fieoto the European Union, the provisions of
Article 4. point 2., Article 49. paragraph 4. point Article 73. point 6., Article 113. paragraghsand
10., Article 131. paragraphs 1. and 2., Article .182ragraph 1., Article 133. paragraphs 1. and 2.,
Article 134. paragraph 3., Article 309. paragraptp@int 4., Article 309. paragraph 5., Article 310.
paragraph 3. point 2., Article 333. paragraphs rid a.. Article 334. paragraph 1., Article 335.
paragraphs 1. and 2. and Article 336. paragrapts &nd 4. of this Act shall cease to apply.



(2) At the date of accession of the Republic ofdfieoto the European Union, the provisions of
Article 2., Article 4. points 3, 4, 5, 6, 7, 8, 1&) i 21., Article 6. paragraph 1. point 2., Articb.
paragraph 2. point 2., Article 9. paragraph 2.,icdet10. paragraph 2., Article 13. paragraph 10.,
Article 47., Article 49. paragraph 4. point 2., iBke 59., Article 73. point 7., Article 74., Arties 100.

to 111., Article 113. paragraph 4., Article 113rgmaaph 5. point 3., Article 113. paragraphs 6.98.
and 11., Article 131. paragraph 3., Article 132ragmaph 2., Article 133. paragraph 3., Article 134.
paragraph 4., Articles 136. to 141., Articles 1#1147., Articles 148. to 151., Article 152., Aldc
153., Article 223. paragraph 4., Article 248., Al&i 249., Article 250., Article 291. paragraphsd.
9., Article 300., Article 301. paragraph 1. point Zrticle 306., Article 307., Article 309. paragia?2.
point 5., Article 309. paragraphs 6. and 7., AetiBILO. paragraph 3. point 3., Article 312., Arti8lsst.
paragraph 7., Article 318., Article 321., Articl@%, Article 332., Article 333. paragraph 3., Algic
334. paragraph 2., Article 335. paragraph 3., atB36. paragraph 3., Article 339. paragraphs 8. to
and Article 341. paragraphs 7. and 8.of this Aetlldbegin to apply.

(3) At the date of accession of the Republic ofdfieoto the European Union, the Ordinances adopted
by the Agency pursuant to Article 3. paragraph @ Article 135 of this Act shall cease to apply.

(4) At the date of accession of the Republic ofdfieoto the European Union, the provisions of
Article 351, paragraph 1, point 11; Article 364 rggraph 1; Article 365, paragraph 1; Article 366,
paragraph 1; Article 367, paragraph 1; Article 3Bdragraphs 1 and 4; Article 391; Article 392;
Article 393 and Article 394 of this Act shall cedseapply.

(5) At the date of accession of the Republic of&fieoto the European Union, the provisions of
Article 342, paragraph 1, point 2, sub-points gndl e, points 3, 4 and 5; Article 343, paragraph 1,
point 6, the second sentence of sub-point d andsétend sentence of sub-point e; Article 343,
paragraph 1, points 12 and 13; Article 351, panalyfy point 2; Article 353; Article 355, paragrafh
Article 358, paragraph 5; Article 361, paragraphABticle 364, paragraphs 2 and 3; Article 365,
paragraph 2; Article 366, paragraph 2; Article 3@aragraph 2; Article 368; Article 374, paragraph 1
point 2; Article 379, paragraph 4; Article 380; i8¢ 381; Article 382; Article 383; Article 384,
paragraphs 2 and 3; Article 385 of this Act shaljin to apply.

(6) At the date of accession of the Republic ofdfieoto the European Union, the Ordinances adopted
by the Agency pursuant to Article 360. paragraphAftjcle 364 paragraph 6 and Article 374
paragraph 4 of this Act shall cease to apply.

(7) At the date of accession of the Republic ofdfieoto the European Union, the provisions of
Article 396; Article 405; Article 408; Article 41(aragraph 3; Article 425, paragraph 1; Article 434
paragraph 2; Article 435, paragraph 2; Article 43&agraph 1; Article 439, paragraph 1; Article 440
paragraph 2; Article 446, paragraph 2, point 8 paxdgraph 4 of this Act shall cease to apply.

(8) At the date of accession of the Republic of&fieoto the European Union, the provisions of
Article 395, paragraph 1, point 4, indent 3 andnpoi7 to 9; Article 397; Article 398; Article 399;
Article 406; Article 409; Article 410, paragraph Article 412, paragraph 1, points 2, 5, 6 and 7;
Article 422; Article 425, paragraph 2; Article 43#gragraph 2; Article 434, paragraph 3; Article 435
paragraphs 3 and 6; Article 436; Article 437; Arid38, paragraphs 2 to 7; Articles 439, paragraphs
2 and 3; Article 440, paragraph 3; Article 446,gmmaph 2, point 9 and paragraph 5; Article 447,
Article 449 of this Act shall begin to apply.

(9) At the date of accession of the Republic ofdfieoto the European Union, the provisions of
Article 450, Article 453 paragraph 1 item 2; Aréck54, paragraphs 1 and 3 and Article 464,
paragraph 4 item 1of this Act shall enter into &rc

(10) At the date of accession of the Republic abdfia to the European Union, the provisions of
Article 451; Article 453 paragraph 1 item 3; Argcl54, paragraphs 2 and 4; Article 464, paragraph 4



item 2, Article 483 paragraph 2., Article 484., 8k 485 paragraph 2, Article 486 and Article 487 o
this Act shall begin to apply.

(11) At the date of accession of the Republic afa@ia to the European Union, the Ordinance adopted
by the Agency pursuant to Article 454 paragraplfi this Act shall cease to apply.

(12) At the date of accession of the Republic abafia to the European Union, the provisions of
Article 505 paragraph 2 and Article 524 paragrémi this Act shall begin to apply.

(13) At the date of accession of the Republic obafia to the European Union, the provisions of
Article 556, Article 557 and Article 563 of this Ashall begin to apply.

Article 596
Until the date of accession of the Republic of @eoto the European Union, the provisions of this
Act concerning investment firms from third coungrishall apply to investment firms from the
Member States as appropriate.

Procedures

Article 597
The procedures, including also public or privateusiies offerings, instigated before the Agency
prior to the entry into force of this Act shall bempleted by applying the provisions of the Semsit
Market Act (Official Gazette No 84/02 and 138/06).

Article 598
By the time of adopting the regulations on the $asithis Act, the regulations adopted on the bafis
the Securities Market Act shall apply as appropri@oviding they are not contrary to the provisions
of this Act.

Cessation of regulations upon entry into force ofttis Act

Article 599

(1) Upon entry into force of this Act, the Secw#iMarket Act (Official Gazette 84/02 and 138/06)
shall cease to be in force.

(2) Within three months after the entry into foafehis Act, the Agency shall adopt new regulations
on the basis of this Act.

Entry into force
Article 600
This Act shall enter into force on 1 January 2009.
The Croatian Parliament

Speaker of Parliament
Luka Bebt, m.p.



