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INDEPENDENT AUDITORS' REPORT

To the Shareholder and the Management of the Company HRVATSKA
ELEKTROPRIVREDA d.d., Zagreb

Report on the audit of the unconsolidated annual financial statements

Opinion

We audited the annual unconsolidated financial statements for the year ended 31 December 2023 of
the Company HRVATSKA ELEKTROPRIVREDA d.d., Ulica grada Vukovara 37, Zagreb (the
"Company"), which include the unconsolidated Statement of Financial Position as of 31 December
2023, unconsolidated Statement of Profit or Loss, unconsolidated Statement of Other Comprehensive
Income, unconsolidated Statement of Cash Flows and unconsolidated Statement of Changes in Equity
for the year then ended and notes to the annual financial statements, including significant accounting
policies.

In our opinion, the attached annual unconsolidated financial statements fairly present in all material
respects the unconsolidated financial position of the Company as at 31 December 2023, its
unconsolidated financial performance and its unconsolidated cash flows for the year then ended in
accordance with the International Financial Reporting Standards adopted by the European Union
(IFRS).

Basis for Opinion

We conducted our audit in accordance with International Auditing Standards (IAS). Our responsibilities
under these standards are described in more detail in our auditors' report in the Auditors'
Responsibilities for the Audit of Annual Financial Statements section. We are independent of the
Company in accordance with the International Code of Ethics for Professional Accountants, including
the International Standards of Independence issued by the International Ethics Standards Board for
Accountants (IESBA) (IESBA Code), as well as in accordance with ethical requirements relevant to
our audit of the annual unconsolidated financial statements; and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the IESBA Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
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INDEPENDENT AUDITORS' REPORT (continued)

Report on the audit of the unconsolidated annual financial statements
(continued)

Emphasis of Matter

/il We draw attention to Note 27 to the annual unconsolidated financial statements, which describes
the obligation for the clearing debt in the amount of EUR 109,004 thousand (as of 31 December 2022,
in the amount of EUR 112,929 thousand), which arose from payments from the letter of credit, based
on the Agreement between the Government of the Republic of Croatia and the Government of the
Russian Federation dated 24 July 2006 and the Agreement of the Ministry of Finance on the use of
funds from the interbank agreement. Our opinion has not been modified on this matter.

fil  We draw attention to Note 33 to the annual unconsolidated financial statements, in which the
need to initiate the procedure for registering rights in the land register and compliance with the
provisions of the Act on Amendments to the Water Act (Official Gazette No. 46/18, 47/23) is
highlighted. Our opinion has not been modified on this matter.

fiil  The Company has prepared the annual consolidated financial statements, and for a better
understanding of the Company's operations as whole, users should read the annual consolidated
financial statements together with these annual unconsolidated financial statements.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, are of most significance in our
audit of the unconsolidated annual financial statements for the current period. These matters were
addressed in the context of our audit of the unconsolidated annual financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate opinion thereon.
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INDEPENDENT AUDITORS' REPORT (continued)
Report on the audit of the unconsolidated annual financial statements

(continued)
Key Audit Matters (continued)

Key audit matter

How we addressed the key audit matter

Valuation of investments in subsidiaries

In the annual unconsolidated financial statements as of
31 December 2023, the Company reported investments
in subsidiaries in the amount of EUR 1,149,954
thousand. Impairment of the value of investments in
subsidiaries is a key audit matter because it involves
significant assessments, especially in circumstances of
disturbances in the energy market and the complex
organizational structure of the Company. Determining
the valuation of individual investments in subsidiaries
requires the Company's Management to use various
assumptions, projections and forecasts related to future
cash flows, applied discount rates and growth rates in
order to calculate the expected future operations of
subsidiaries.

Related disclosures in the annual unconsolidated
financial statements

See Notes 2, 4, 11 and 17 in the annual unconsolidated
financial statements.

Our audit procedures related to this area included,
among others:

- Review of the collected financial information used in
considering the existence of indicators of investment
impairment;

- Review of the prepared projection and forecast of
business results based on the expectations of the
management of subsidiaries;

- Assessment of the rationality of key assumptions and
assessments used in the model for calculating the
recoverable value of investments in subsidiaries and
joint ventures;

- Comparison of key assumptions with external
information and with our own estimates;

- Sensitivity test of the valuation model for investments
in subsidiaries and joint ventures to changes in key
assumptions;

- Critical evaluation of the selected model used in
independent calculations of recoverable value and fair
value of subsidiaries where impairment indicators are
recognized,;

- We have reviewed the related notes and evaluated the
appropriateness of the disclosures related to
investments in subsidiaries and joint ventures

Key audit matter

How we addressed the key audit matter

Litigation and Contingent Liabilities

Given that the Company is exposed to significant legal
claims, we focused our attention on this issue. Any
stated liability or announced contingent liability, i.e. the
non-disclosure thereof in the annual unconsolidated
financial statements is inherently uncertain and depends
on a number of significant assumptions and judgments.
These are potentially significant amounts where the
determination of the amount to be presented and
published in the annual non-consolidated financial
statements, if applicable, is subject to subjective
assessment. In relation to the above, the Management
Board assesses future outcomes and amounts of
contingent liabilities that may arise as a result of these
lawsuits in accordance with |IAS 37 - Provisions,
Contingent Liabilities and Contingent Assets.

Related disclosures in the annual unconsolidated
financial statements

See Notes 2, 4 and 29 in the annual unconsolidated
financial statements.

Our audit procedures related to this area included,
among others:

- Review of the system for recording and conducting
legal disputes, determining the necessary level of
provisions on 31 December 2023 and gathering
information about hired legal advisors;

Receiving and reviewing attorneys' responses to our
written inquiries addressed to attorneys and
discussing certain issues with attorneys and the
Company;

Critical review of applied assumptions and estimates
related to claims. The aforementioned includes
consideration of the assessment of the probability of
occurrence of unfavourable outcomes of court
proceedings and the accuracy of the calculation of
the amounts of necessary provisions related to them
in accordance with IAS 37 - Provisions, Contingent
Liabilities and Contingent Assets;

Assessment of the appropriateness of disclosures in
the Notes to the annual financial statements
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INDEPENDENT AUDITORS' REPORT (continued)
Report on the audit of the unconsolidated annual financial statements
(continued)

Other Information

The Management Board is responsible for other information. Other information includes the
Management's Report and the Non-Financial Report, but does not include unconsolidated financial
statements and our auditors' report thereon. Our opinion on the annual unconsolidated financial
statements does not include other information.

In connection with our audit of the annual unconsolidated financial statements, it is our responsibility to
read the other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our audit knowledge or otherwise appears to be materially
misstated.

With regard to the Management Report and the Non-Financial Report, we also performed the
procedures prescribed by the Accounting Act. These procedures include reviewing whether the
Management Report is prepared in accordance with Article 21 of the Accounting Act and whether the
Non-Financial Report is prepared in accordance with Article 21a of the Accounting Act.

Based on the procedures performed, to the extent that we are able to assess, we report that:

1. the information in the attached Management Report is reconciled, in all significant respects,
with the attached annual unconsolidated financial statements;

2. the attached Management Report is compiled in accordance with Article 21 of the Accounting
Act; and

3. the attached Non-financial Report is compiled in accordance with Article 2l1a of the
Accounting Act

Based on the knowledge and understanding of the Company's operations and its environment
acquired within the audit of the annual unconsolidated financial statements, we are obliged to report if
we have established that there are significant misstatements in the attached Management Report and
Non-Financial Report. In this sense, we have nothing to report.

Responsibilities of the Management and Those Charged with Governance for the
unconsolidated annual financial statements

The Management Board is responsible for the preparation and fair presentation of annual
unconsolidated financial statements in accordance with IFRS and for such internal controls as
Management determines are necessary to enable the preparation of annual unconsolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the annual unconsolidated financial statements, Management is responsible for
evaluating the Company's ability to continue as a going concern, disclosing, if applicable, matters
related to going concern, and using the going concern basis of accounting, unless Management
intends to liquidate the Company or cease operations or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the financial reporting process
established by the Company.
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INDEPENDENT AUDITORS' REPORT (continued)

Report on the audit of the unconsolidated annual financial statements
(continued)

Auditors' responsibilities for the audit of annual unconsolidated financial statements

Our objectives are to obtain reasonable assurance about whether the unconsolidated annual financial

statements as a whole are free from material misstatement, whether due to fraud or error, and to issue

an I ndependent audi tors’ report t hat includes our op
assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always detect a

material misstatement when it exists. Misstatements can arise from fraud or error and are considered

material if, individually or in the aggregate, they could reasonably be expected to influence the

economic decisions of users taken on the basis of these unconsolidated annual financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

1 Identify and assess the risks of material misstatement of the unconsolidated annual financial
statements, whether due to fraud or error; design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.
I Obtain an understanding of internal controls relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s inter
1 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Management.
T Conclude on the appropriateness of the Management
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events orcondi ti ons t hat may cast significant dou
continue as a going concern. If we conclude that a material uncertainty exists, we are required to
draw attention in our auditors’ report anmualt he r el
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtai
However, future events or conditions may cause the Company to cease to continue as a going
concern.
1 Evaluate the overall presentation, structure and content of the unconsolidated annual financial
statements, including disclosures, and whether the unconsolidated annual financial statements
fairly reflect transactions and events they were based on.
We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal controls that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and that we will communicate with them all
relationships and other matters that may reasonably be considered to influence our independence,
and where applicable, related safeguards.

Among the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the unconsolidated annual financial statements of the
current period and are therefore the key audit matters. We describe these matters in our Independent

Auditors’ report unless |l aw or regulation precludes
extremely rare circumstances, we determine that a matter should not be communicated in our
I ndependent Auditor s’ report because the adverse con

expected to outweigh the public interest benefits of such communication






Unconsolidated Statement of Profit or Los§ HEP d.d.

for the year ended 31 December 2023

in EUR 6000

Continuing operations

Sales revenue

Sales revenueaffiliated companies

Other operating income

Other operating incomeaffiliated companies

Total operating income

Procurement of electricity

Procurement oélectricity - affiliated companies
Procurement of gasmarket supply and public service
Employee benefits

Depreciation expense

Costs of fees anskervices affiliated companies

Other operating expenses

Total operating expenses

Operating (loss)/profit

Financial income
Financial expenses

(Loss)/Profit before tax
Profit tax

(Loss)/profit of the current year

Note

8
32
33
9
13,14,15
32
10

11
11

12

2023 2022
restated

1,931,454 1,269537
1,349538 1,050043
302463 10,658
34,275 29,158
3,617,730 2,359396
(1,172334) (1,403783)
(1,610906) (1,437,948)
(324,055) (32,887)
(15,867) (15,289)
(13,499) (9,846)
(270848) (122098)
(192762) (272443)
(3,600271) (3,294,294)
17,459 (934,898)
43941 115814
(102324) (36,420)
(40,924) (855504)
(6,208) 171,790
(47,132) (683714)

The accompanyingotes are an integral part of these annual unconsolidated financial statements

HRVATSKA ELEKTROPRIVREDAd.d. Zagreb



Unconsolidated Statement of Other Comprehensive InvconieHEP d.d.
for the year ended 31December 2023

in EUR 6000 2023 2022
restated

(Loss)/profit of the current year (47,132) (683714)

Other comprehensive income

Changes in t.he \_/alue of equity investments at fair value through ¢ 1,448 4,858

comprehensive income, net of tax

Translation of the current year's loss into functional currency - 237

Total items that will not be reclassified to profit or loss 1,448 5,095

Other comprehensive income net 1,448 5,095

Total comprehensive (loss)/profit of thecurrent year (45,684) (678619)

The accompanying notes are an integral part of these annual unconsolidated financial statements

HRVATSKA ELEKTROPRIVREDAd.d. Zagreb 9



Unconsolidated Statement ofinancial PositionT HEP d.d.

as at 31 December 2023

31

in EUR 6000 Note December 31 Decembet 1 January

2022 2022

2023
restated

ASSETS
Fixed assets
Property, plant and equipment 13 290615 231918 189,066
Investment property 16 6,566 6,276 3,127
Right-of-use assets 14 592 742 902
Intangible assets 15 37,622 33,247 19,087
Investments in subsidiaries and joint ventures,
investments calculated using the equity method 17 1,436352 1,341,202 1,329330
Financial assets at fair value through other
comprehensive income 18 44,838 42,305 36,648
Long-term loans granted 32 2,156484 2,210265 2,224147
Other longterm receivables 19 6 10 19
Deferred tax assets 12 167,855 174,063 2,338
Total fixed assets 4,140930 4,040,028 3,804,664
Current assets
Inventories 20 246457 370630 69,217
Trade receivables 21 18,966 17,013 17,564
Current maturity of given lontermloans 32 174012 184,586 245619
Other shorterm receivables 22 648989 35,019 83478
Receivables from affiliated companies 32 779528 834,947 476,706
Financial assets at fair value through profit or loss - - 22334
Prepaid expenses 23 3,063 5,736 2,731
Cash and cash equivalents 24 249857 161,982 372173
Total current assets 2,120872 1,609913 1,289822
TOTAL ASSETS 6,261,802 5,649941 5,094,486
HRVATSKA ELEKTROPRIVREDAd.d, Zagreb 10



Unconsolidated Statement of Financial Positioit HEP d.d. (continued)
as at 31 December 2023

: . 31 Decembel 31 Decembet 1 January
in EUR 6000 Note 2023 2022 20272
restated

EQUITY AND LIABILITIES

Sharecapital 25 2,627,959 2,626871 2,631,780
Fair value reserves 25 21114 19,666 14,600
Retained earnings 228173 276,393 961,901
Total equity 2,877,246 2,922930 3,608281
Liabilities for longterm loans 26 1,299324 1,481,224 102852
Other longterm liabilities 27 110254 114,234 107,772
Lease liabilities 28 523 652 809
Provisions 29 31,059 106,629 30,339
Deferred tax liability 12 3,848 2,761 1,892
Total long-term liabilities 1,445008 1,705500 243664
Current maturity of longerm loans 26 917591 18,515 10,116
Current maturity of bonds - - 458062
Liabilities to affiliated companies 32 797,176 629459 568236
Accrued expenses and deferred income 30 11,605 7,279 25,842
Other liabilities 31 213053 366,100 180134
Current maturity of lease liabilities 28 123 158 151
Total short-term liabilities 1,939548 1,021,511 1,242541
TOTAL EQUITY AND LIABILITIES 6,261,802 5,649941 5,094,486

The accompanying notes are an integral part of these annual unconsolidated financial statements

HRVATSKA ELEKTROPRIVREDAd.d. Zagreb 11



Unconsolidated Statement of Changes in Equity HEP d.d.
for the year ended 31December 2023

Fair value Retained

in EUR 6000 Share capital . Total
reserves earnings

Balance on 1 January 2022 2,631,780 14,600 961,901 3,608281
Current year lossRestated - - (683714) (683714)
Othercomprehensive income - 4,858 4,858
;I(')rsasnslatmn into functional currency i 237 i 237
Total comprehensive loss - 5,095 (683714) (678619)
Translation into functional curreney (4,900) (29) (1,794) (6,732)
other

Balance on 31 December 2022 2626871 19,666 276393 2922930
restated

Current year loss - - (47,132) (47,132)
Other comprehensive income - 1,448 - 1,448
Adjustment of share capital 1,088 - (1,088) -
Total comprehensive loss - 1,448 (47,132) (45,684)
Balance on 31December 2023 2,627,959 21,114 228173 2,877,246

The accompanying notes are an integral part of these annual unconsolidated financial statements

HRVATSKA ELEKTROPRIVREDAd.d, Zagreb 12



Unconsolidated Statement of Cash Flows HEP d.d.

for the year ended 31 December 2023

. . 2023 2022
in EUR 0000 Restated
OPERATING ACTIVITIES

Profit before tax (40,924) (855504)
Interest income (5,310) (14,657)
Interest expense 71,819 33,283
Net exchange differences (160) 2,479
Depreciation of property, plant and equipment,

intangible assets and rigbf-use assets 13,499 9,846
Change in provisions (75,570) 76,347
Change in financial assets through profit or loss 6,999 1,255
Incomefrom dividends (34,547) (101,056)
Value adjustment of receivables 762 570
Value adjustment and loss/gain from the sale of

tangible fixed assets (365) (3,398)
Cash flow frpm operating activities before changes (63797) (850835)
working capital

(Increase) in trade receivables (1,191) (51)

(Increase)/decrease in receivables from affiliated

companies 207518 (122620)
(Increase)/decrease in inventory 124173 (301,542)
Decrease/(increase) in other current assets (642594) 58,094
(Decrease)/Increase in trade payables (182674) 185851
(Decrease)/increase in other liabilities (5,564) (44,746)
Increase in liabilities towards subsidiaries 167,717 62,283
(Decrease) in other loAgrm liabilities (56) (59)

Cash from operations (396468) (1,013625)
Paid profit tax - (5,163)
Interest paid (37,166) (31,604)

CASH FROM OPERATING ACTIVITIES (433634, (1,050392)
INVESTING ACTIVITIES

Interest income 719 177
Receipts from dividends from affiliated companies 2,504 -

Expenditures for increasing the share capital of a

subsidiary (127,146) (14,352)

Expgndltures for acquisition of property, plant and (76,058) (70,599)

equipment

Receipts from the acquisition of other fixed assets 4 9

Receipts from theollection of given loans 7,769 5,736
Expenditure on loans granted (3,438) (33,493)

Proceeds from the sale of tangible fixed assets 99 252
CASH FROM INVESTING ACTIVITIES (195547) (112270)

HRVATSKA ELEKTROPRIVREDAd.d, Zagreb 13



Unconsolidated Statement of Cash FlowsHEP d.d. (continued)
for the year ended 31 December 2023

in EUR 6000 2023 2022
restated
FINANCING ACTIVITIES
Receipts from received lorigrm loans 736219 1,396182
Expenditures for repaymeat long-term loans (19,082) (10,442)
Expenses for repayment of the principal of leases (81) (98)
Receipts from monetary funds - 21,400
Expenditures for monetary funds - (484,794)
Expenditures for repayment of bonds - 30,223
Receipts fronpurchased bonds
717,056 952471
NET CASH FROM FINANCING ACTIVITIES
87,875 (210191)
NET INCREASE IN CASH AND CASH EQUIVALENTS 161,982 372173
CASH AND CASH EQUIVALENTS AT THE BEGINNING
OF THE YEAR 249857 161,982

The accompanying notes are an integral part of these annual unconsolidated financial statements

HRVATSKA ELEKTROPRIVREDAd.d, Zagreb 14



Notes to the Annual Unconsolidated Financial Statements HEP d.d.
for the year ended 31 December 2@&@

1. GENERAL
Foundation and development

Hrvatska elektroprivreda (hereinafter HEP d.d. or the Company) is a joint stock company with its registered office
in Zagreb, Ulica grada Vukovar@?/, established in 1994, by reorganizing the former Public Company Hrvatska
elektroprivreda s.p.o. and is its legal successor. In the registry file, the identification number of the entity (MBS) is
080004306, and in the Central Bureau of Statisticsdietification number is 3557049, OIB 28921978587

The share capital of the company is EUR 2,627,959 thousand, and it is divided into 10,995,644 ordinary shares of
series A1 with a nominal amount of EUR 239. Shares of Hrvatska elektroprivreda d.d. arewu68éocby the
Republic of Croatia.

The Company manages operations and performs part of the activities, which are, in accordance with the applicable
regulations and the Company's Articles of Association and the Rules of Procedure, described in thedDettision

duties of members of the Management Board of HEP d.d. according to corporate functions and activities. In addition
to corporate functions, the Company directs, coordinates and monitors activities in subsidiaries in accordance with
the Agreements ollutual Relations. The Company is the owner of all assets that are contractually transferred to the
management of affiliates or subsidiaries, performs the function of HEP Group corporate governance and provides
conditions for the secure and reliable supgflglectricity, heat and natural gas to customers.

In addition to corporate functions, HEP d.d. strategically directs, coordinates and monitors production, network and
other activities in subsidiaries with the aim of harmonizing the core business iestioit manufacturing
subsidiaries, i.e. optimizing the production process.

The basic internal organization of the Company follows the approach of corporate governance and the powers of the
Company for individual activities. Within the HEP Group, compatiies perform regulated activities are clearly
separated (management, accounting and legal) from unregulated activities.

The basic internal organization of the Company consists of the following organizational units:

Management Board of HEP d.d.
Corporate Security

Capital Investment

Strategy and Development
Finance and Treasury
Accounting

Controlling

Corporate Communications
Procurement

Human Resources

Legal Affairs

Internal Audit

Information and Communication Technologies
Market and marketing strategy
EU and Regulatory Affairs

Too T To To o Jo T To o T T To o T T

HEP d.d. hacb04 employees on 31 December 2023 (31 December 202R: 508
The qualification structurefe@mployees on 31 December, 2023 was as follows: PHagter 3, Bachelor296,
College 54 High school 18, Primay school 1 and Skilled worker. 4

HRVATSKA ELEKTROPRIVREDAd.d, Zagreb 15



Notes to the Annual Unconsolidated Financial Statements HEP d.d. (continued)
for the year ended 31 December 2023

1. GENERAL (continued)

General Assembly
The General assembly consists of the members representing the interests of the sole shatk@dtépublic of
Croatia:

Damir Habijan Member Member since 23 December 2023
Davor Filip Member Member from6 May 2022 to 13 December 2023

Supervisory Board

Members of the Supervisory Board in 2023

Ant on Koval President President from 15 June 2023

Gor an Gr ani President President from 18 January 2018 to 28 March 2023
Mladen Zeljko Member Member since 1ecember 2023

Jelena Zrinski Berger Member Member since 18 January 2018

Lukga Lul il Member Member since 9 November 2018

Mer i Uvodi I Member Member since 4 December 2018

Membersof the Supervisory Board in 2022
Goran Gr ani President President fronl5 June 2023

Jelena Zrinski Berger ~ Member President from 18 January 2018 to 28 March 2023
Lukga Lul il Member Member since 10 December 2023

lvo I vanl il Member Member since 18 January 2018

Mer i Uvodi I Member Member since 9 November 2018

Management Board

Management Board in 2022

Vi ce Or gul President of the President from 9 December 2023
Management Board

Frane Bar | Presidentofthe President from 1 January 2018 to 8 December 2023
Management Board

Pet ar Spr | Member of the Member since 1 January 2018
Management Board

Tomi sl av  Memberof the Member since 1 January 2018

Management Board

Management Board in 2022

Frane Bar b Presidentofthe President since 1 January 2018
Management Board

Pet ar Spr | Memberofthe Member since 1 January 2018
Management Board

Tomi sl av C Member of the Member since 1 January 2018

Management Board

HRVATSKA ELEKTROPRIVREDAd.d, Zagreb 16



Notes to the Annual Unconsolidated Financial Statements HEP d.d. (continued)
for the year ended 31 December 2023

1. GENERAL (continued)
Basisof preparation
a) Unconsolidated annudinancial statements

The Company's annual unconsolidated financial statements for 2023 were prepared in accordance with the
Accounting Act (OG 75/15, 134/15, 120/16, 116/18, 42/20, 47/20, 114/22, 8ai#8h accordance with the
Ordinance on the structure and content of annual financial statements (OG 95/16, 144/20).

Exceptionally, to present the annual unconsolidated fishrstatements more appropriately and eliminate
possible ambiguities in the annual unconsolidated financial statements and their misinterpretation, a certain
requirement of IFRS 11 "Joint Operations" was deviated from.

The annual unconsolidated financitdtements are prepared according to the historical cost principle, with the
exception of certain financial instruments and investments in property, which are stated at fair value.
Unless otherwise stated, all amounts published in the annual unconsdiidateibl statements are presented

in thousands oEurg, which is also the functional currency of the Company.

The Company keeps accounting records in the Croatian languageroiand in accordance with Croatian
legal regulations and accounting prirlegand practices followed by companies in Croatia.

The annual unconsolidated financial statements are prepared on an accrual basis, assuming the going concern
concept.

b) Annualunconsolidated financial statements

The Company has compiled these anfiimaincial statements in accordance with Croatian legislation.

The Company has also prepared annual consolidated financial statements for the Company and its subsidiaries,
which together constitute the HEP Group, as of 31 December 2023 and for théngmranted, prepared in
accordance with International Financial Reporting Standards adopted by the European Union. In the annual
consolidated financial statements, subsidiaries (listed in Note @B)jch represent all companies over which the
Company, diretly or indirectly, has more than half of the voting rights or otherwise has control over their
operations, are fully consolidated. Users of these annual unconsolidated financial statements should read them
together with the annual consolidated financtatements of HEP Group as of and for the year ended 31 December
2023 in order to obtain complete information about the financial position of HEP Group, the results of its operations
and changes in the financial position of HEP Group as a whole.

HRVATSKA ELEKTROPRIVREDAd.d, Zagreb 17



Notes to the AnnualUnconsolidated Financial Statementss HEP d.d. (continued)
for the year ended 31 December 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Changes in accountingpolicies and disclosures

The adopted accounting policies follow the accounting policies of the previous financial year, except for the changes
mentioned below, which are the result of amendments to the International Financial Reporting Standards (IFRS)
adopted by the Company from 1 January 2023, which did not have a significant impact on the annual
unconsolidated financial statements. The Company has not previously adopted any standards, interpretations or
amendments to existing standards published &yrternational Financial Reporting Standards Board (the "Board")
without entering into force

New and amendedstandardsand interpretations

Standards anéhterpretations in force for the current reporting period

Amendments to IAS 1: Presentation of Financial Statements and publication of accounting policies.

On 12 February 2021, the IASB published amendments to IAS 1 that apply on or after 1 January 2023. Earlier
application is allowed.

These amendments bring dggs to points 13122 of IAS 1. Presentation of Financial Statements in which the
emphasis is on:

A the request for disclosure of significant accounting policies;

A an explanation of how the entity identifies significant accounting policies to be discldabetievaim of
assisting companies in improving the disclosure of accounting policies for primary users of financial
statements.

The Company estimates that these changes do not have a significant impact on the Company's annual
unconsolidated financial staents.

Amendments to IAS 8: Accounting Policies, Changes in Accounting Estimates and Errors: Definition of
Accounting Estimate

These amendments introduce the definition of an accounting estimate and include other amendments to IAS 8 to
help entitiedistinguish changes in accounting estimates from changes in accounting policies. The amendments are
effective for annual periods beginning on or after January 2023 and changes in accounting policies and changes in
accounting estimates that occur on orrafte beginning of that period. Earlier application is allowed.

The Company estimates that these changes do not have a significant impact on the Company's annual
unconsolidated financial statements.

Amendments to IAS 12 Income Taxes: Deferred tax relatetb assets and liabilities arising from a single
transaction

The amendments clarify how entities account for deferred tax on transactions such as leases and retirement
obligations. The main change is the exemption from initial recognition specified in 245(b) and IAS 12.24.
Accordingly, the exemption from initial recognition does not apply to transactions in which equal amounts of
deductible and taxable temporary differences arise upon initial recognition.

Entities shall apply the amendments to IAS d2ater than the beginning of their first financial year beginning on

or after 1 January 2023.

The Company estimates that these changes do not have a significant impact on the Company's annual
unconsolidated financial statements.
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Notes to the AnnualUnconsolidated Financial Statementss HEP d.d. (continued)
for the year ended 31 December 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

New andamended standards and interpretations (continued)

Amendments to IFRS 17: Insurance Contracts

IFRS 17 completely replaces the current IFRS 4, and the full application of the new standard becomes effective for
annual periods beginning on or after 1 Jan2433.

IFRS 17 applies to all insurance contracts issued by the entity (including reinsurance contracts), reinsurance
contracts held by the entity, and investment contracts with profit sharing based on a discretionary decision.

Under the provisions of IFR$7, an insurance contract is a contract based on which one party (the issuer) assumes a
significant insurance risk from another party (the policyholder) and agrees to pay the policyholder compensation if
the policyholder suffers damage due to a certaiedain future event ( insured event). This definition is similar to

that in IFRS 4 and has not changed substantially.

The Company estimates that this standard has no impact on the Company's annual unconsolidated financial
statements.

Amendments to IAS 12Income Taxes: International tax reformi pillar two

In March 2022, the OECD published technical guidance on its global minimum tax of 15% which was agreed as the
second 'pillar’ of the project to address the tax challenges arising from the digitizatiereobnomy.

The amendments to IAS 12 provide exceptions to the requirement in IAS 12 that an entity does not recognize and
disclose information about deferred tax assets and liabilities related to the second OECD pillar, income tax. The
entity must annowe that it has applied the exception. Disclosure requirement according to which the entity must
separately disclose its current tax expenses (income) related to the second pillar of income tax.

This amendment enters into force and is applied in the fiahstEtements for the periods beginning on 1 January
2023 and after.

The Company estimates that these changes have no impact on the Company's annual unconsolidated financial
statements.
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Notes to the AnnualUnconsolidated Financial Statementss HEP d.d. (continued)
for the year ended 31 December 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Standards and interpretations issued by the International Accounting Standards Board, which are not yet
effective

Amendment to IAS 7 Statement of Cash Flows and IFRS 7 Financial Instruments

In May 2023, the IASB published amendmetat$AS 7 and IFRS 7 that require the disclosure of certain

information about supplier financial arrangements (also called "reverse factoring").

Entities will need to consolidate the information they report about the arrangements, however, they shatéd separ
information about dissimilar terms and conditions, disclose explanatory information when the range of payment due
dates is wide, and disclose the type and effect ofmonetary changes necessary for comparability between
periods. All entities that ussiupplier financial arrangements in their business will have to include new disclsures in
their reports if they are significant.

The Company estimates that these changes will not have a significant impact on the Company's annual
unconsolidated financialaements.

The standard has not yet been adopted for application in the EU.

Amendment to IAS 1 Presentation of Financial Statements: distinction between shetgrm and long-term

These changes specify and supplement the provisions on the distinction befteweéarm and longerm liabilities,
especially those that include covenants.

If an entity's right to a deferral depends on the entity meeting certain conditions, such conditions affect the existence
of that right at the end of the reporting periodhi entity is required to meet the condition at or before the end of

the reporting period. The subject's right to postponement does not depend on compliance with the conditions after
the reporting period.

The Company estimates that these changes will na& aaignificant impact on the Company's annual

unconsolidated financial statements.

The standard has been approved for use in the EU after 1 January 2024.

Amendments to IFRS 16 Leases: Leasebacks

In March 2021, the IASB published amendments to IFR$ha&6 supplement the requirements for the accounting
treatment of saldeaseback transactions.

Additions require the selldessee to subsequently measure the lease liability arising from the leaseback transaction
so that it does not recognize any gainasslrelated to the rigif-use it retains.

The amendments do not change the general rules ofieaakback transactions under IFRS 16 and are therefore
expected to affect only a limited number of market entities.

The Company estimates that these changdk not have a significant impact on the Company's annual
unconsolidated financial statements.

The standard has been approved for use in the EU after 1 January 2024

Amendments to IAS 21 Effects of Changes in Foreign Exchange ratekack of substitutability

The International Accounting Standards Board (IASB) has published 'Lack of substitutability (amendments to IAS
21)" which provides guidance on determining when a currency is substitutable and how to determine the exchange
rate when it is not.

The Compay estimates that these changes will not have a significant impact on the Company's annual
unconsolidated financial statements.

The standard has not yet been adopted for application in the EU.

The significant accounting policies listed below have beetieapponsistently for all periods included in these
statements unless otherwise stated.

Where the accounting policies coincide with the accounting principles of the International Financial Reporting
Standards (hereinafter: "IFRS" or "Standards"), cerftimndards may be referred to in the description of the
Company's accounting policies. Unless otherwise stated, these are the Standards that were in force on 31 December
2023
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Notes to the AnnualUnconsolidated Financial Statementss HEP d.d. (continued)
for the year ended 31 December 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Investments insubsidiaries

Subsidiaries are companies in which the Company or the Parent Company has control. The Company has control
over an entity if, based on its participation in it, it is exposed to a variable return, i.e. it has rights to them and the
ability to influence the return by its dominance in that entity. Investments in subsidiaries are stated at the end of the
reporting period at cost adjusted for impairment and any changes in the Company's share of the net assets of the
subsidiary.

Investments in join ventures

Under IFRS 11 Joint Operations are classified as either joint management or joint ventures. The classification
depends on the contractual rights and obligations of each investor, not on the legal structure of the mutual
agreement.

Joint manageent- a joint transaction in which the parties that have joint control over the transaction have rights to
assets and liabilities based on financial liabilities from the transaction in question

Joint venture a joint operation in which the parties tlve joint control over the transaction and have rights to the
net assets of the transaction in question.

In classifying investments in joint operations, the Company considers

The structure of the joint operation

Legal form of the joint operation structd through separate legal entities
Contractual terms of the joint operation

All other facts and circumstances (including any other contractual arrangements).

= =4 —a -2

Interests in joint ventures are stated using the equity method. The Company has identifiesstament in LNG
Hrvatska d.o.0. as a joint venture.

I n the consolidated financi al statement s, the Compa
management and recognizes its share of assets, liabilities, income and expenses in acuithdénc®ntractual

rights and obligations. As described in Note 17, in the separate unconsolidated financial statements the Company
deviated from the requirements of I FRS 11 and for inv
Costs of pesion benefits and other employee benefits

The Company does not manage defined benefit plans after retirement for its employees and managers. Accordingly,
there are no provisions for these costs.

The Company is obliged to pay contributions to pensiontesadth insurance funds in Croatia in accordance with
legal regulations. This obligation applies to all persons who are employed under an employment contract.

These contributions are paid in a certain percentage amount determined on the basis of gross sala

2023 2022
Pensiorinsurancecontribution 20% 20%
Healthinsurancecontribution 16.5% 16.5%

The Company is obliged to suspend contributions from the gross salary of employees.
Contributions on behalf of the employee andcbehalf of the employer are calculated as an expense in the period in
which they are incurred (Note 9).
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Notes to the Annual Unconsolidated Financial Statements HEP d.d. (continued)
for the year ended 31 December 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Costs of pension benefits and other employee benefits (continued)
Pension benefits and jubilee awards

The Company pays jubilee awards and-time severance pay to employees upon retirement. The liability and cost

of these benefits are determined using the projected credit unit method. Using the projected credit unit method, each
period of service is cortéred as the basis for an additional unit of entitlement to benefits and each unit is measured
separately until the final liability is created. The liability is determined at the present value of estimated future cash
outflows by applying a discount ratémslar to the interest rate on government bonds in the Republic of Croatia
where the currencies and maturities are in accordance with the currencies and the estimated duration of the benefit
obligation. Liabilities and costs of these fees were calculateddertified actuary.

Jubilee awards

The Company pays its employees some benefits fortemg work (jubilee awards) and severance pay upon
retirement. The awaraf longterm work amounts frorBUR 19909 toEUR 72998 net for work in the Company
from 10 to 45 years of continuous employment with the employer.

Severance payments

As of 1 January 2020, the Collective Agreement (which applies to all members of the HEP Group) is in force,
according to which every employee is entitled to net severancenptiye iamount of 1/8 of the gross average
monthly salary paid to an employee three months before the termination of the employment contract, and for each
completed year of continuous employment with the employer. In July 2021, an addendum to the Collective
Agreement was concluded by which, amongst others, the validity term of the Collective Agreement has been
prolonged to 31 December 2023. On 4 October 2023, a new Collective Agreement was signed, which is valid for a
maximum of three months after the expgatof the period for which it was concludeg,., until 31 March 2026.

Intangible assets

Noncurrent intangible assets are mostly licenses and are stated at cost less accumulated amortization. It is
depreciated on a straiglme basis over a period @10 years.

Property, plant and equipment

Property, plant and equipment are stated at cost less any allowance for impairment and any impairment losses. Land
is stated at cost less any impairment losses. The estimated useful lives, residual valupseaiadiaie methods are

reviewed at the end of each year, and any changes in the estimate are calculated based on new expectations and have
an effect in current and future periods. Land and assets under construction are not depreciated, and property, plant
and equipment in use are depreciated using the stiaghhethod on the following basis:

2023 and 2022

Buildings 20-50 years
Office and IT equipment 5-20 years
Motor vehicles 5 years
Office furniture 10 years

The cost of property, pla@ind equipment includes the purchase price of the property, including customs duties and
nonrefundable taxes, and all direct costs of bringing the property to its working condition and place of use.
Expenses incurred after putting property, plant andpegent into use are charged to the statement of profit or loss

in the period in which they are incurred.

In situations where it is clear that thests have resulted in an increase of the future economic benefits expected to
be obtained from the use of the item of property, plant and equipment above its originally estimated capacity, they
are capitalized as an additional cost of property, planegogpment.
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Notes to the Annual Unconsolidated Financial Statements HEP d.d. (continued)
for the year ended 31 December 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment (continued)

Costs eligible for capitalization include the costs of periodicptaaned major inspections and overhauls necessary
for further operations.

The gain or loss arising from the disposaldthdrawal of an item of property, plant and equipment is determined
as the difference between the sale proceeds and the carrying amount of the asset and is recognized in the statement
of profit or loss.

Impairment of property, plant and equipment anaigible assets

At each reporting date, the Company reviews the carrying amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the
recowerable amount of the asset is estimated so that any impairment loss can be determined. If it is not possible to
estimate the recoverable amount of an individual asset, the Company estimates the recoverable amount-of the cash
generating unit to which thesset belongs.

The recoverable amount is the higher of an asset's net selling price and value in use. For the purposes of assessing
value in use, the estimated future cash inflows are reduced to their present value usitax alipo®unt rate that
reflects current market assessments of the time value of money and the risks specific to the asset.

If the recoverable amount of an asset (or agsterating unit) is estimated to be less thaeatsying amount, the
carrying amount of that asset (cagnerating unit) is reduced to its recoverable amount. Impairment losses are
recognized immediately as an expense.

Upon subsequent reversal of an impairment loss, the carrying amount of theasisgeiierating unit) is increased

to the revised estimated recoverable amount of the asset, with the higher carrying amount not exceeding the carrying
amount that would have been determined if no previous loss had been recognized for this asgehdatisly

unit) due to impairment. A reversal of an impairment loss is recognized immediately as income

Investment property

Investment property is property held to earn rentals and/or increase the market value of assets, including assets
under constructiorfor those purposes, initially measured at cost, which includes transaction costs. After initial
recognition, investment property is measured at fair value. Gains and losses on changes in the fair value of
investment property are included in profit or Iasshe period in which they arise.

Investment property is derecognised, i.e. they are derecognised by sale or permanent withdrawal from use, as well as
when no future economic benefits are expected from its disposal. Any gain or loss arising on dereaufghié

property is determined as the difference between the net disposal proceeds and the net carrying amount of the
property in question and is included in profit or loss in the period in which the property is derecognised.

Leases
Company as a lesse
All leases are calculated by recognizing rigftuse assets and lease liabilities, except for:

1 Low value leases; and
1 Leases whose lease term ends within a period of 12 months or less from the date of first application.

The lease liability icalculated at the present value of the contractual future payments to the lessor over the term of
the lease, less the discount rate determined in relation to the rate inherent in the lease, unless it is (as is usually the
case) not easy to determine. listbase the incremental borrowing rate of HEP Group at the beginning of the lease

is used. Variable lease payments are included in the calculation of lease liabilities only if they depend on an index or
rate. In this case, the initial calculation of thade liability assumes that the variable element will remain unchanged

for the duration of the lease. Other variable lease payments represent an expense in the period to which they relate.
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Notes to the Annual Unconsolidated Financial Statements HEP d.d. (continued)
for the year ended 31 December 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Leases ¢ontinued)

At the date of initial recognition, the carrying amount of the lease liability includes:
I amounts expected to be paid by the lessee under residual value guarantees;
1 the cost of executing the purchase option if it is certain that the lessemseavithat option; and
1 payment of fines for termination of the lease if the lease period reflects that the lessee will take the
opportunity to terminate the lease

Right-of-use assets are initially measured at the amount of the lease liability, less anydeatees received and
increased by:

1 all lease payments made on or before the lease start date;

1 allinitial direct costs; and

1 the amount of the provision recognized in the event titCompany contractually bears the costs of
dismantling, removing or rebuilding the site.

Right-of-use asset is reduced by the accumulated depreciation calculated on al#teligis over the term of the
lease, or the remaining economic life of #eset, if it is considered to be shorter than the lease term.

The useful life of the righof-use asset is determined by the duration of the lease agreement, and is shown as
follows:

2023 and 2022
Business premises and land 2-25 years

Vehicles 2-5years

After the initial measurement, the lease liability increases to reflect interest on lease obligations and decreases to
reflect lease payments made.

The lease liability is subsequently measured when there is a change in future lease pagoigngsfrom a change
in the index or rate, or when there is a change in the estimate of the term of any lease

The Company as lessor

Property, plant and equipment and intangible assets are leased from the Company to affiliated companies on the
basis of heir carrying amount (except HOPS as of 1 July 2013 and HEP Telekomunikacija). Leases of property,
plant, equipment and intangible assets are classified as finance leases because the lessee accepts almost all the
benefits and risks of ownership. Leasesrbeterest only up to the extent to which the lessor has obtained funds to
finance the asset in question from external sources. These assets are stated at a cost in order to present the fixed
assets in question at their carrying amount at which the Congpagigally reported them.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand deposits and eteengiguit! investments with

a maturity of up to three months that are currently convertible to known amounts ahdashich are subject to an
insignificant risk of changes in value.
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Notes to the Annual Unconsolidated Financial Statements HEP d.d. (continued)
for the year ended 31 December 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Borrowing costs

Borrowing costs that are directly attributable to the acquisition or, construction of a qualifying asset constitute the
cost of acquiring the asset until the asset is ready for its intended use. A qualifying asset is an asset that requires a
certain amounbf time to be ready for its intended use. Investment income earned on the temporary investment of
earmarked credit funds while they are spent on a qualifying asset is deducted from borrowing costs that can be
capitalized. If work on qualifying assets igspended, the cost of borrowing for the period in which the work is
discontinued is not capitalized.

All other borrowing costs are recognized as an expense in the period in which they are incurred. Borrowing costs in
2023 amounted to EUR 1,742 thousand REU118 thousand in 2022). The capitalization rate used in determining

the borrowing costs eligible for capitalization is 21.24%.

Foreign currencies

The Company's unconsolidated financial statements are presented in the currency of the primary economic
environment in which the entityperateghe sacalled functional currency. In the Company's financial statements,
business changes expressed in foreign currencies are translated into the functional currency at the exchange rate
ruling at the date of the transaction. At each reporting date, targnessets and liabilities denominated in foreign
currencies are translated into the functional currency at theeyebexchange rate. Nenonetary items that are
measured in terms of fair value in a foreign currency are translated using the exchesge atthe dates of the fair

value estimation.

Non-monetary items that are measured in terms of historical cost in a foreign currency are not retranslated.
Exchange differences arising on the settlement of monetary items and their recalculation areeedagthe

income statement in the period. Foreign exchange differences arising on the translatioomohetary assets at

fair value are recognized in the income statement as a financial expense.

Inventories

Inventories contain mainly materials aswhall inventory, and are stated at the lower of cost and net expected sales
value. Management makes adjustments to the value of inventories based on an overview of the overall age structure
of inventories, and based on an overview of significant, individoeounts included in inventories.

Inventories also contain CO2 emission units. By including the Republic of Croatia in the European Union Emissions
Trading System (EU ETS), the Company, which performs the activity of electricity and heat productite has
obligation to purchase GHG emission units in quantities corresponding to verified combustion CO2 emissions of
fossil fuels from thermal power plants that emit CO2.

Companies are required to acquire sufficient CO2 emission rights by 30 April (anolegl &ue to the withdrawal

of IFRIC 3 and insufficient provisions in IFRS, the Company has analysed various accounting models for CO2
emission allowances, including EFRAG's discussion papers. Occasionally, the Company trades CO2 emission
rights. Thereforethe Company recognizes emission rights as inventories.

Inventories also include energy savings inventories. With the entry into force of the amendments to the Energy
Efficiency Act, for the members of the HEP Group, energy suppliers, there is an iohlitmtachieve energy
savings in final consumption. For the redistribution of realized savings from HEP Group member companies that are
not liable onto HEP Group member companies that are liable to realize savings, the Methodology for distribution
and purbase of energy savings was adopted. The methodology defines the manner of distribution of energy savings
realized in nonliable companies and the surplus of realized savings in liable companies, as well as the conditions
for mutual redemption of savingsrfthe current business year. HEP, as the appointed holder of the consolidated
Report on realized energy savings, has disposal over the savings that are the subject of this Methodology and,
reallocates them to liable companies.

Inventories contain gas théne Company purchases on the market for the needs of HEP Proizvodnja d.o.0. and HEP
Plin d.o.o0. Acquisition cost includes the invoiced amount and other costs incurred directly in bringing the inventory
to a specific location and usable condition.
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Notes to the Annual Unconsolidated Financial Statements HEP d.d. (continued)
for the year ended 31 December 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Inventories (continued)

Inventories also include the gas that HEP acquired on the baslie @fecision on securing gas supplies on the
territory of the Republic of Croatia (OG 63/2022), by which the Government of the Republic of Croatia tasked HEP

to secure gas supplies on the territory of the Republic of Croatia in the amount of 270.88 mitip and t o i n |
qguantity in question into the system. gas warehouses

Inventories also include the gas that HEP acquired on the basis of the Decision on securing gas supplies on the
territory of the Rpublic of Croatia (OG 63/2022), by which the Government of the Republic of Croatia tasked HEP

to secure gas supplies on the territory of the Republ
quantity in question into the system. gass r e houses of the companyTheoodtzad mno s
storage, transport, interest and compensation for the loan for the creation of the Republic of Croatia's inventories
are, by the Decision, covered by the state budget of the Reptflioatia.

In March 2023, the Government of the Republic of Croatia adopted a new Decision on securing gas supplies on the
territory of the Republic of Croatia for the heating season 2023/2024. (Official Gazette 37/23) which extends the use
of storage capties until 31 March 2024. The decision defines the categories of customers to whom gas is supplied
from the Republic of Croatia for the needs of public service customers in the household category, for customers of
thermal energy from an independent hagtsystem and for other protected gas customers from the Regulation on

the criteria for acquiring the status of a protected customer in conditions of crisis in gas supply (Official Gazette
65/15).

Inventories also include the gas available to HEP basedArtinle 5.a of the Regulation amending and
supplementing the regulation on eliminating disturbances in the domestic energy market (OG 106f202#2)

needs of: gas distributors for the purpose of settling losses for gas distribution, for thermabegergyfrom an
independent heating system, public service for the needs of customers from the household category, and for gas
customers from the business category from Article 2, paragraph 3 of this Regulation. In March 2023, the
Government of the Republiaf Croatia adopted a nel@ecree on eliminating disturbances in the domestic energy
market (Official Gazette 31/23)yhich expanded the categories of customers to whom HEP d.d. is obliged to sell
gas procured based on Regulation 106/22 to the operatioe trfansport system to settle gas losses in the transport
system and for operational consumption of technological facilities of the transport system.

Given the high capacity of warehouses, as one of the elements of security of gas supply, in JulyReég3ldtien

on Amendments and Supplements to Regulation on Elimination of Disruptions in the Domestic Energy Market
(Official Gazette 74/23\vas adopted, hi s ended the | NA6s obligation of gac:c

Taxation
Profit tax expense is ttum of current tax and changes in deferred tax during the year.
Current tax

The current tax liability is based on the taxable profit for the year. Taxable profit differs from net profit for the
period shown in the unconsolidated statement of profit & because it does not include items of income and
expenses that are taxable or #iarable in other years, as well as items that are never taxable or deductible. The
current tax liability of the Company is calculated by applying the tax rates that areén that is, in the process of
adoption on the reporting date.

Deferred tax

Deferred tax is the amount for which it is expected that a liability or return will arise based on the difference
between the book value of assets and liabilities in the unddatal financial statements and the corresponding tax
base used to calculate taxable profit, and is calculated using the balance sheet liability method. Deferred tax
liabilities are generally recognized for all taxable temporary differences, and defetradsets are recognized to

the extent that it is probable that taxable profit will be available against which the deductible temporary differences
can be utilised. Deferred tax liabilities and deferred tax assets are not recognized for temporaryediféeising

from goodwill or the initial recognition of other assets and liabilities, except for business mergers, in transactions
that do not affect either tax or accounting profit.
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Notes to the Annual Unconsolidated Financial Statements HEP d.d. (continued)
for the year ended 31 December 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Taxation (continued)
Deferred tax (continued)

The carrying amount of the deferred tax asset is reviewed at each reporting date and reduced to the extent that it is
no longer probable that a sufficient amount of taxable profit will be available to recover altt af phe tax asset.

Deferred tax is calculated according to the tax rates that are expected to be applied in the period in which the
liability will be settled or the asset will be realized, based on the tax laws that are in force or in the process of bei
adopted by the reporting date. The calculation of deferred tax liabilities and assets maintains the amount for which it
is expected that a liability or return will arise on the reporting date equal to the book value of the Company's assets
and liabilities.

Deferred tax is recorded as an expense or income in the unconsolidated statement of profit or loss unless it relates to
items that are recorded directly in other comprehensive income, in which case the deferred tax is also reported in
other comprehemng income or when the tax arises from initial recognition in a business merger. The calculation of
deferred tax liabilities and assets maintains the amount for which it is expected that a liability or return will arise on
the reporting date equal to thedk value of the Company's assets and liabilities.

Financial assets

The Company recognizes a financial asset in its annual unconsolidated financial statements when it becomes a party
to the contractual provisions of the instrument. Depending on the basinedel for asset management and the
contractual features of cash flows of financial assets, the Company measures financial assets at amortized cost, fair
value through other comprehensive income or fair value through the statement of profit or loss.

Assds are classified and measured as shown below:

DESCRIPTION Business model / measurement
Fixed assets
Long-term loans granted Holding for collection / amortized cost
Financial lease receivables Holding for collection / amortized cost
Financial assets at fair value through other Strategic investments / fair value through other
comprehensive income comprehensive income
Other longterm receivables Holding for collection / amortized cost

Current assets

Receivables from customers amither receivables Holding for collection / amortized cost
Receivables from affiliated companies Holding for collection / amortized cost
Other shorterm receivables Holding for collection / amortized cost

The Company's business models reflect the iayhich the Company manages assets with the goal of generating
cash flows, regardless of whether the Company's goal is solely to collect contractual cash flows from assets (held for
collection) or to collect both contractual cash flows and cash flowdtiresfrom the sale of assets (holding for
collection and sale). Strategic equity investments are irreversibly measured through other comprehensive income.
All other financial assets are measured at fair value through the statement of profit or loss.

i) Financial assets at fair value through other comprehensive income

This group of assets consists of equity instruments held by the Company that are traded on an active market.
Changes in fair value are recognized in other comprehensive income (FVOCI)twitibgsequent reclassification to

the statement of profit or loss. In case the equity instrument is sold, the accumulated revaluation reserve is
reclassified to retained earnings. Dividends from these financial assets are recognized in the statemirdrof prof
loss.
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Notes to the Annual Unconsolidated Financial Statements HEP d.d. (continued)
for the year ended 31 December 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial assets (continued)

i) Loans granted and receivables from financial lease

The Company's loans are held within a business model that aims to hold financial assets in ootlectto
contractual cash flows. Contractual cash flows are only those that represent principal and interest repayments based
on that principal amount.

Loans granted and receivables from financial lease are measured at amortized cost. Measurement at amortized cost
implies the following;
Interest income is calculated using the effective interest rate method, and the same is applied to the gross
book valueof assets during calculation. The effective interest method is a method of calculating the cost of
amortization of financial assets and the distribution of interest income over the corresponding period. The
effective interest rate is the rate at which fatgash receipts are discounted over the expected life of the
financial asset, or a shorter period, if more appropriate

iii) Trade and other receivables

Trade receivables and other shiaitm receivables are held with the strategy of collecting contilactish flows.
Trade receivables that do not have a significant financial component at initial recognition are measured in
accordance with IFRS 15 at their transaction price.

iv) Impairment

The Company recognizes impairment of financial assets basexpented credit losses. On each reporting date, the
Company measures expected credit losses and recognizes them in the annual unconsolidated financial statements.
Expected credit losses from financial instruments are measured in a way that reflects:

- An unhased and weighted amount of probabilities determined by evaluating the range of possible
outcomes,

- Time value of money,

- Reasonable and acceptable information about past events, current conditions and predictions of future
economic conditions.

For the puposes of calculating the expected credit loss, the portfolio of financial assets is divided into three levels:
Level 1, Level 2 and Level 3. If no impairment has been determined on the date of first recognition, the financial
asset is included in Level and the subsequent reclassification to Levels 2 and 3 depends on the increase in credit
risk per financial instrument after initial recognition, that is, on the credit quality of the financial instrument.

The Company applies a simplified approach to meaglexpected credit losses on trade receivables. To measure
expected credit losses, trade receivables are grouped based on similar credit risk and age structure. Expected credit
loss rates are based on historical credit losses incurred during thegdhrgeeriod prior to the end of the reporting

period. Historical loss rates are then adjusted for current and future information on macroeconomic factors affecting
the Company's customers.

HRVATSKA ELEKTROPRIVREDAd.d, Zagreb 28



Notes to the Annual Unconsolidated Financial Statements HEP d.d. (continued)
for the year ended 31 December 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial assets (continued)

v) Derecognition of financial assets
The Company derecognizes financial assets when

- contractual rights to cash flows from financial assets expire
- financial assets are transferred and the transfer meets the conditions for derecognition.

The Company transfers a financial asset if and only if, it either transfers contractual rights ® caskiflows
from the financial asset, or retains contractual rights to receive cash flows from the financial asset, but assumes
a contractual obligation to pay the cash flows to one or more recipients in the arrangement.

When the Company transfers finaalcassets, it is obliged to assess the extent to which it retains the risks and
benefits of ownership of the financial assets. In this case, when all risks and benefits of ownership are
transferred, the Company ceases to recognize financial assets anuzesgeparately as assets or liabilities all
rights and obligations that arose or were retained within the framework of the transfer. If almost all the risks and
benefits of ownership of the financial asset are retained, the Company continues to ecitegfiiancial asset.

If the Company neither transfers nor retains substantially all the risks and rewards of ownership of the financial
asset, the Company determines whether control over the financial asset is retained.

If control over financial assets not retained, the Company ceases to recognize financial assets and recognizes
separately as assets or liabilities all rights and obligations that arose or were retained within the framework of
the transfer. If control is retained, the Company continaggcognize financial assets to the extent that it still
participates in those financial assets

Financial liabilities
Initial recognition and measurement

Financial liabilities are classified as financial liabilities measured at amortized cofshafltial liabilities are
initially recognized at fair value plus associated transaction costs. Financial liabilities include accounts payable
and other liabilities, bank overdrafts and loans and advances.

Subsequent measurement

After initial recognition,interestbearing credits and loans are subsequently measured at amortized cost using
the effective interest rate method.

Derecognition

The Company stops recognizing liabilities in the annual unconsolidated financial statements when and only
when the liabity is settled. When an existing financial liability is replaced by another by the same creditor
under significantly different terms, or the terms of existing liabilities are significantly changed, such change or
modification is treated as the terminatioithe original liability and the recognition of a new liability, and the
difference in the corresponding book values is recognized in the unconsolidated statement of profit and loss.

Provisions

A provision is recognized only if the Company has a pregabitity (legal or constructive) as a result of a past
event and it is probable that the settlement of the liability will require an outflow of resources with economic
benefits and the amount of the liability can be determined reliably. Provisions aeaé\wat each reporting

date and adjusted according to the latest best estimates. If the effect of the time value of money is significant,
the amount of the provision is the present value of the costs expected to be required to settle the liability. In the
case of discounting, the increase in provisions reflecting the passage of time is recognized as interest expense.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition

Operating revenue is generated primarily from the saleledtricity to households and businesses in the
Republic of Croatia that have chosen HEP Opskrba d.o.o. for the supplier, by selling electricity to related
companies and on the market, by selling gas to related companies and on the market, as wellnaat@mmpe

for administrative services for HEP Group companies.

Regarding the recognition of contracts with customers, the Company appliestefivaodel;
1) Identify the contract with a customer.
2) Determine the transaction price.
3) Identify the performancebligations in the. contract.
4) Allocate the transaction price to performance obligations.
5) Recognize revenue when (or as) the. entity satisfies a performance obligation.

Revenues are recognized for each separate obligation in the contract in the amueittasfsaction price. The
transaction price is the amount of contractual fees to which the Company expects to be entitled in exchange for
the transfer of the customer's promised goods or serdibesCompany recognizes income at the moment when

it has fufilled the obligation and when the income can be reliably measured.

Revenues from the sale of electricity and gas are recognized when the Company delivers energy to the
customer, when significant risks and benefits of ownership are transferred to theeryusted when there is no
significant uncertainty regarding the sale, associated costs or possible return of goods. Delivery is made when
the products are shipped to a certain location, the risks of loss are transferred to the customer and when one of
the following is established: the customer accepts the products in accordance with the contract or the deadline
for accepting the products has passed or the Company has objective evidence that all acceptance criteria have
been met satisfied. Sales revenueesorted based on the price from the sales contract, less the agreed discounts
and refunds at the time of submission.
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Functional and reporting currency

The annual unconsolidated financial statements are prepared in euro, representing the primary currency of the economic
environment in which the Company operates (“functional currency"), and rounded to the thearsstd. The official

exchange rate on 31 December 2022 was HRK 7.53450 for EUR 1, and the average exchange rate for 2022 was HRK
7.531624 for EUR 1.

Items included in the Company's annual unconsolidated financial statements are presented in the ofutihency
primary economic environment in which the Company operates (functional currency).

Given that the Republic of Croatia introduced the euro as its official currency on 1 January 2023, per the Law on the
Introduction of the Euro as the Official Currenity the Republic of Croatia, the Company, to prepare the annual
unconsolidated financial statements for the year ended 31 December 2023 changed the presentation currency from kuna
to euro, and the annual financial statements for the year ended 31 De2é2bevere the first to be prepared in euros.

From 1 January 2023, the euro is also the functional currency of the Company (until 1 January 2023, it was HRK

These annual unconsolidated financial statements are presented in thousands of euros. Comparative data for the
previous year were converted from Croatian kuna to euro using a conversion rate of HEK 7.53450 for EUR 1 in the
unconsolidated Statement of Fioéal Position as of 31 December 2022 and HRK 7.520447 for EUR 1 in the
unconsolidated Statement of Financial Position on 1 January 2022, i.e., the average exchange rate of HRK 7.531624 for
EUR 1 in the unconsolidated Statement of Comprehensive IncomeO&#. 2n the unconsolidated Statement of
Changes in Equity, the data as of 1 January 2022 were converted from Croatian kunas to euros using the conversion rate
of HRK 7.520447 for EUR 1.

Other reporting matters

The Company prepared annual unconsolidaiteshtial statements following the Ordinance and the structure of annual
financial statements (form GHHOD).

Certain positions in the audited annual unconsolidated financial statements have been reclassified following IFRS and
do not differ significantly fom the positions stated in the prescribed annual financial statements

3. COMPARABLE DATA AND R EVISION OF OPENING BALANCES

During 2023, the Company established the corrections mentioned below related to previous periods, which is why the
Management believes such corrections contribute to a more appropriate accounting presentation of the annual
unconsolidated financial statemienThe Management considered the significance of the changes and concluded that it
is sufficient for the Company to show the impact of the changes only in those notes on which the changes have an
impact. Concerning revisions of earlier periods, and fdhgwhe requirement of International Accounting Standard 8
Accounting Policies, Changes in Accounting Estimates and Errors, in its annual unconsolidated Statement of the
Financial Position the Company presented the situation for the earliest preseiuegdijpe 1 January 2022.

The overall effect of the aforementioned corrections on the reported operating result for 2022 is shown as follows by
item in the annual unconsolidated financial statements

a) Revised previously published amouitems of the St@ment of Comprehensive Income for the year 2022

2022 2022
in EUR 6000 previously Revision amount :

: revised

revised

Other operating expenses (196121) (76,322) (272443)
Total operating expenses (3,217,972) (76,322) (3,294,294)
(Loss) from business operations (858576) (76,322) (934,898)
(Loss) before tax (779182) (76,322) (855504)
Profit tax 158052 13738 171,790
(Loss) of the current year (621,130) (62,584) (683714)
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3. COMPARABLE DATA AND REVISION OF OPENING BALANCES (continued)

b) Revised previously published amouitesms of the Statement of Financial Position as of 31 December 2022

31 December
in EUR 6000 _ 2022 Revision 2922
previously amount revised
revised
ASSETS
Fixed assets
Deferred tax assets 160,325 13,738 174,063
Total fixed assets 4,026,290 13,738 4,040,028
TOTAL ASSETS 5,636203 13,738 5,649941
CAPITAL AND LIABILITIES
Retained earnings 339214 (62,584) 276,630
Total capital 2,985514 (62,584) 2,922930
Provisions 30,307 76,322 106,629
Total longterm liabilities 1,629178 76,322 1,705500
TOTAL CAPITAL AND LIABILITIES 5,636203 13,738 5,649941

Provisions for the negative effects of the application of the Regulation on eliminating disturbances in the
domestic energy market ("Regulation™)

In 2023, a revision was made to the accounting error in the recording pfavision for the negative effects of the
application of the Regulation on the elimination of disturbances in the domestic energy market ("Regulation"), which
referred to the period from 1 January to 31 March 2023. In the unconsolidated statement of fosditfor 2022, the
Company disclosed provisions following International Accounting StandardP83visions, Contingent Liabilities and
Contingent Assets ("IAS 37") for all individual contracts of the business category HEP Opskrba that were in3@rce on
December 2022. The Company determined the difference between the selling price (according to the Regulation) and
the purchase price (cost price) of electricity for the entire duration of the contract and recorded in the consolidated
Statement of Profibr Loss EUR 76,322 thousand of provisioning costs and in the unconsolidated Statement of
Financial Position as of 31 December 2022, the obligation to reserve the same amount. The Company also recorded a
deferred tax asset of EUR 13,738 thousand in thensatidated Statement of Financial Position as of 31 December
2022 as 18% of taxnrecognized provisioning costs for the negative effects of the application of the Regulation on the
elimination of disturbances in the domestic energy market ("Regulation”
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4. SIGNIFICANT ACCOUNTING ESTIMATES

Compilation of unconsolidated financial statements in accordance with International Financial Reporting Standards
requires the Management to make estimates, assumptions and judgments that affect the reported amounts of assets,
liabilities, income and expses and the disclosure of contingent liabilities. Events are possible in the future that will
cause changes in the assumptions on the basis of which the estimates were given, and thus changes in the estimates
themselves. The effect of any change in thirege will be reflected in the unconsolidated financial statements when it

can be determined. The estimates are presented in detail in the accompanying notes and the most significant among
them refer to the following:

Useful life of property, plant angquipment

As explained in this note, the Company reviews the estimated useful lives of property, plant and equipment at the end of
each annual reporting period.

The Company uses the economic benefits contained in the assets, which decrease due to aubrieahinological

ageing. Accordingly, in the process of determining the useful life of the asset, in addition to the assessment of the
expected physical utilization, it is necessary to consider changes in market demand, which will cause faster economic
obsolescence and more intensive development of new technologies. The useful lives of property, plant and equipment
will be reviewed periodically to reflect any changes in circumstances since the previous estimate. Changes in estimates,
if any, will be refle¢ed in the revised depreciation expense over the remaining revised useful life.

Avalilability of taxable profit for which deferred tax assets can be recognized

Deferred tax assets are recognized for all unused tax losses to the extent that it istpassilpeofit will be realized

that will enable the use of the related tax benefit. Determining deferred tax assets that can be recognized requires the
application of significant judgments, which are based on determining the probable timing and amotme déxable

profit, together with the future planned tax strategy. The carrying value of deferred tax assets on 31 December 2023 is
EUR 167,855 thousand, and on 31 December 2022, it was EUR 174,063 (Note 12).

Actuarial estimates used to calculate retiErhbenefits

The cost of defined benefits is determined using actuarial estimates. Actuarial estimates include making assumptions
about discount rates, future increases in income and mortality or turnover rates. Due to-teemongture of these
plans,these estimates are subject to uncertainty (Note 29).

Consequences of certain court cases

The Company is a party to numerous court cases arising from regular operations. Provisions are recorded if there is a
present liability as a result of a past eveakifig into account all available evidence including the opinion of legal
experts) where it is probable that the settlement of the liability will require an outflow of resources and if the amount of
the liability can be reliably estimatedrovisions for égal disputes on 31 December 2023 amount EUR 24,632
thousand, and on 31 December 2022, EUR 23,737 thousand (Note 29).

Expected loss model

With the application of IFRS 9, the expected credit loss (ECL) model is introduced. The measurement of expected
credit impairment loss is based on reasonable and supportable information that is available without undue cost and
effort, and that includes information about past events, current and anticipated future conditions and circumstances. The
Company recognizes 12month or lifetime ECL, depending on whether there has been a significant increase in credit
risk since initial recognition (or when a commitment or guarantee has been assumed). For the purposes of calculating
the ECL model, the portfolio of financiaksets is divided into three levels: Level 1, Level 2 and Level 3. On the date of
first recognition, financial assets are included in Level 1, and subsequent reclassification to Levels 2 and 3 depends on
the increase in credit risk by financial instrumeauftier initial recognition, i.e. on the credit quality of the financial
instrument. A simplified approach is applied to trade receivables, whereby expected credit losses are recognized for the
entire period of the receivables.
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4. SIGNIFICANT ACCOUNTING ESTIMATES (continued)
Assessment of share value

Given the variety of core activities within the Company, the Company continuously conducts internal market analyses
by segments of core activities in order to determine potential market disruptions elyartiemner and thus reduce the

risks of a decrease in the value of assets from its portfolio of activities. According to the above and in accordance with
the provisions of International Accounting Standard 36 "Impairment of Assets", the Company confiassaskes at

the end of each reporting period whether there are certain indicators that would affect the impairment of assets, carries
out activities to measure the recoverable amount, i.e. reviews the value of recorded business shares in related
companis.
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5. IMPACT OF SIGNIFICANT BUSINESS EVENTS ON THE ANNUAL FINANCIAL STATEMENTS FOR
2023

5.1. IMPACT OF THE DECREE ON ELIMINATING DISTURBANCES TO THE DOMESTIC ENERGY
MARKET

In 2022, the Government of the Republic of Croatia, in response to the emisigyadopted a series of measures to
ensure sufficient quantities and availability of gas and limited prices of electricity, thermal energy and gas for end
customers. The adopted measures were temporary, lasting until 31 March 2023.

As the trend of hilg prices for electricity and energy products continued in 2023, the Government of the Republic of
Croatia continued with measures to protect households and the economy from rising prices, and a new Regulation on
eliminating disturbances in the domestic igyemarket was adopted (Official Gazette 31/23, 74/23, 107/23, 122/23)

with a duration from 1 April 2023 to 31 March 2024

Electricity

/il Legal foundation and measures undertaken in 2023

Special measures for trade and the formation of electricity prieesprescribed for the period from 1 October 2022 to
31 March 2024.

Limiting the growth of household electricity prices

The price of working energy was determined in the amount of BIOR0276/kWh for customers from the household
category following the regulation regulating the electricity market at a single tariff, i.e. for customers from the
household category with a higher and lower tariff in the amount of EUR 0.074789/ kWh igltlee tairiff (VT) and in

the amount of EUR 0.036697/kWh in the lower tariff (NT), up to the amount of 2,500 kWh of the temabrsitt
electricity consumption for the period from 1 April to 30 September 2023, and for the period from 1 October 2023, up
to 3000 kWh of total sixmonth consumption.

If customers exceed the smonth consumption of 2,500 kWwh/3,000 kWh, electricity is calculated at a 50% higher
price for the difference in consumption

Limiting the growth of electricity prices for the public and non-profit sector

For kindergartens, schools, colleges, libraries, museums, hospitals, health institutions, homes for the elderly and infirm,
associations, religious communities, municipalities, cities and counties, cheaper electricity is provided it afi¢chie
universal household service (previous paragraph), regardless of their totadrsitx electricity consumption

Limiting the growth of electricity prices for entrepreneurs

> up to 250,000 kWh of total simonth electricity consumption the price of working energy is determined in the
amount of EUR 0.070276 /kWh for customers from the business category following the regulation regulating the
electricity market at a single tariff, i.e. for customers with a higher and lower tariff in the aofoEIR 0.074789

/kWh in the higher tariff (VT) and in the amount of EUR 0.036697 /kWh in the lower tariff (NT)

> for the difference in energy consumption from 250,000 kWh to 2,500,000 kWh of the tatabsilk consumption, a

single maximum price of 0.1BUR/kWh is applied for the period from 1 April to 30 September 2023, while for the
period from 1 October 2023 the price agreed with the electricity supplier is applied.

> for the difference in energy consumption above 2,500,000 kWh of the totadosith @nsumption, a single
maximum price of 0.23 EUR/kWh is applied for the period from 1 April to 30 September 2023. while for the period
from 1 October 2023. the price agreed with the electricity supplier is applied

At the end of the accounting month, eledtyicuppliers submit a request for compensation for the difference between
the contracted prices and the prices determined by the Regulation for all their end customers to the Ministry of
Economy and SustainablzevelopmentThe difference is recognized matost in the amount of up to EUR 180/MWh

for the period from 1 April to 30 September 2023, and for the period from 1 October 2023 in the maximum amount of
up to 150 EUR/MWh.

In the first quarter of 2023, suppliers within the HEP Group did not have thietoigompensation for the difference,

but subsequently, by the Decision of the Government of the Republic of Croatia on the compensation of the price of
electricity to Hrvatska elektroprivreda d.d. and implementation activities from 14 March 2024, btloeighto the

same position as other electricity suppliers for business customers for the period 1 October 2022 to 31 March 2023
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5. IMPACT OF SIGNIFICANT BUSINESS EVENTS ON THE ANNUAL FINANCIAL STATEMENTS FOR
2023 (continued)

Gas
fiil Legal foundatiorand measures undertaken in 2023

Supplying end customers with gas

The measures of the Government of the Republic of Croatia were in force from 2022 until 31 March 2023. Those were,
with minor changes, extended until 31 March 2024.

The final price of gasupply for enecustomers from the household category is subsidized up to the amount of the gas
price difference of 0.0277 EUR/kWh up to the amount determined by the Methodology for determining the amount of
tariff items for the public gas supply servicedaguaranteed supply that applies for the period from 4 January 2023 to
31 March 2024, without value added tax.

The final price of gas supply for ndrousehold customers is subsidized in the amount of 0.0199 EUR/kWh without
value added tax.

At the end of teB accounting month, gas suppliers submit a request for a refund of subsidies for all their end customers
to the Fund for Environmental Protection and Energy Efficiency.

Due to disturbance® the market and high gas prices, in April 2023 HERA adopted Aments to the Methodology

for determining the amount of tariff items for the public service of gas supply and guaranteed supply (Official Gazette
38/2023), which changed the formula for calculating the cost of gas procurement exceptionally for the yegaetor
2023/2024. and 2024

Gas produced in the Republic of Croatia

Until 6 July 2023 natural gas producer company INAndustrija nafte d.dwas obliged to secure gas supplies and
increase the availability of natural gas in the Republic of Croatia, to sell all natural gas produced in the Republic of
Croatia to HEP d.d.

HEP d.d. disposes of this gas for the needs of gas distributors to estis for gas distribution, transport system
operators to settle gas losses in the transport system and for operational consumption of technological facilities of the
transport system, customers of heat energy from an independent heat system, puldidesethécneeds of customers

from category household, and for gas buyers from the category entrepreneurship, publicpnuditreector.

The pricewas specifiecit which INAT Industrija nafte d.d. sells gas to HEP das well agrices for each categpof
customers to whom HEP d.d. sells the specified gad,the prices at which suppliers under the public service
obligation and guaranteed gas suppliers are obliged to sell gas to customers in the category of household in the public
service and to cusiners in the category of entrepreneurship, public anepnofit sector

The gas reserves of the Government of the Republic of Croatia

By the Decision to secure gas supplies on the territory of the Republic of Croatia from 3 June 2022, MER d.d.
taskedwith ensuringa sufficient supply of gador the period from 1 April 2022 to 31 March 2023EP d.d.was
responsible for providing gas quantities in the amount of 270.83 million m3 and, by the filling curve determined by the
Crisis Team responsible for the implementation of the InterventiondPlaneasures to protect the security of the gas

supply of the Republic of Croatity deposit the gas the Okoli underground gas storage.

The gas supply of HEP d.d. is available foe heeds of public service customers in the household category, customers

of thermal energy from an independent heating system, other protected gas customers from the Regulation on the
criteria for acquiring the status of a protected customer in condiiforrsses in the gas supply, and for the needs of end
customers of thermal energy at closed, central heat systems, i.e. for the needs of heat energy customers in independent
heat systems, including heat energy suppliers and to settle gas losses ingperttrsystem of the transport system
operator for the heating season 2023/2024, in the period from 1 November 2023 to 31 March 2024.

The gas storage capacities in the part where the purchased quantities of gas are stored remain at the disposal of HEP d.d
until 31 March 2024.

The state budget of the Republic of Croatia will provide funds to HEP d.d. to cover the difference between the purchase
and sale price of gas and the costs of storing the purchased quantities until 31 March 2024
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5. IMPACT OF SIGNIFICANT BUSINESS EVENTS ON THE ANNUAL FINANCIAL STATEMENTS FOR
2023 (continued)

Heat
fiii/ Legal foundation and measures undertaken in 2023

The measures of the Government of the Republic of Croatia were in force from 2022 until 31 March 202®&eTdose

with minor changes, extended until 31 March 2024

For the heating season 2023/2024, the Croatian Energy Regulatory Agency (HERA) has determined the unit price for
the production of thermal energy for central heating systems and for closed hedtngsdyased on the data provided

by the energy entity on the price of input energy and the price of greenhouse gas emission units.

The unit price is the difference between the price of the input energy source (fuel), the price of greenhouse gas emission
units and the final price for the heating season 2023/2024. which includesadaled tax, taking into account funds

paid from 1 October 2022 to 30 September 2023 on behalf of the difference determined based on the unit price for the
heating season 2022/202the price of energy input for the period from 1 October 2023 until 31 March 2024 is limited

for natural gas to the amount of the final gas supply price determined by the valid Methodology for determining the
amount of tariff items for the public gas slyppervice and guaranteed supply, which is also applied to the quantities of
gas needed to supply customers on central heating systems that use technological steam in technological purposes
Thermal energy suppliers are obliged to issue invoices for fhdied thermal energy to the end customers of thermal
energy on a monthly basis, in such a way as to show the specified difference and reduce the invoice by that amount.

At the end of the accounting month, suppliers and distributors of thermal energy sutimaiMinistry of Economy and
Sustainable Development a request for compensation for the difference for all their end customers.

The price of heatingthermal energy for all heating systems in the heating season 2023/2024. remains unchanged

f/ivl Chargedamount of state support to customers with a regulated price

The amount of state support charged for electricity amounts to EUR 801,251,237.61, of which EUR 254,175,783.36 is
based on the Regulation on eliminating disturbances on the domestic emangt (Official Gazette 31/23, 74/23,
107/23, 122/ 23) in the period from 1 April 1 to 31 December 2023, and the amount of EUR 547,075,454.25 based on
the Decision of the Government of the Republic of Croatia on compensation for the difference icetlod @lectricity

to Hrvatska elektroprivreda d.d. and implementation activities for the period from 1 October 2022 to 31 March 2023

For gas, the amount of state support charged is EUR 22,229,889.03 based on the Decision to subsidize part of the final
price of gas supply for enclistomers in the household category andmaumsehold endustomers with an annual gas
consumption of up to 10 GWh for the period 1 January to 31 December 2023

The amount of state support charged for thermal energy is EUR 47,83/, 0based on the Regulation on elimination

of disturbances on the domestic energy market (Official Gazette 104/22, 106/22, 121/22, 156/22) for the period from 1
January to 31 March 2023 and based on the Regulation on elimination of disturbances onetitee dmergy market
(Official Gazette 31/23, 74/23, 107/23, 122/23) for the period from 1 April to 31 December 2023.
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6. SALES REVENUE
The Company's operating revenues are generated mostly in the Republic of Croatia.

/ i/ REVENUE FROM THE SALE OF ELECTRICITY

in EUR 6000 2023 2022
Revenudrom the saleof electricityto end customers 1,399657 966,024
Revenudrom the saleof electricityabroad 326191 178883
Revenudrom electricitythe saleof electricityin the country 106538 104,548

1,832386 1,249455

The largest part of the income from the sale of electricity is the income from the sale of electricity to customers of HEP
Opskrba d.o.o. which is realized on the basis of the Agreement on melai@dns for electric power activities in
accordance with which HEBRpskrba d.o.o. in its own name, and on behalf of HEP, it sells electricity to end customers,
and the revenue from the sale is reported in the Company's business books. HEP Opskriyzechtes.on the open
market and supplies end customers in the household and economy categories with electricity

/ii / REVENUE FROM GAS SALES

in EUR 06000 2023 2022
Income from the sale of surplus gas purchased for HEP companies 16,084 -
Incomefrom the sale of gas balancing energy 7,843 4,776
Income from the sale of gas abroad (i) 19,267 626
Income from gas saleconomy procurement and transport 42 -

Income from the deviation of gas nominatieridecree of the Government

of the Repulic of Croatia 12 i
Incon"_ne f_r_om the sale of gaPecree of the Government of the Republic ¢ 55,820 14680
Croatia (ii)

Income from the sale of gas market supply 99,068 20,082
Total sales revenue 1,931,454 1,269537

(i) The decision on therovision of gas supplies from 2022 in the territory of the Republic of Croatia and the
Regulation on the removal of disturbances on the domestic energy market have secured part of the needs of the HEP
group, for which gas procurement was previously amtérd, i.e. part of the gas for the needs of the companyREP

d.o.o. (for the needs of gas distributors to settle losses for gas distribution, for customers of thermal energy from an
independent heating system, public service for the needs of custivomerthe household category and gas customers

from the economy category from Article 3, paragraph 3 of the Regulation) and the compan@rdizfodnja d.o.o.

(for the needs of end customers of thermal energy on closed and central heating systemsgswhezh in gas
surpluses. Also, during the summer months, the realized gas consumption was significantly lower than planned, and the
start of trial operation of the new Block L in HIO Zagreb, which was scheduled for r2i6i23, was postponed, so the
previausly procured quantities of gas could not be used for the operation of the mentioned block. Therefore, from June
to November 2023, surplus gas was sold on the bilateral market on a weekly and daily basis. Monthlyrdeoss
transport capacity on the Ct@a-Hungarian border was leased for November and December 2023, and surplus gas was
sold during November and December 2023

(i) Pursuant to Article 5.a paragraph 4. Regulation on Amendments to the Regulation on Eliminating Disturbances in
the Domestic Eergy Market (OG 106/2022) HEP disposes of gas purchased from INA and uses it for the needs of: gas
distributors for the purpose of settling losses for gas distribution, for customers of thermal energy from an independent
thermal system, public service ftite needs of customers from the household category, and for gas customers from the
business category from Article 2, paragraph 3 of this Regulation. Pursuant to the Regulation on Amendments to the
Regulation on Eliminating Disruptions on the Domestic Eypdvtarket (OG 121/2022), the gas producer (INA) is

obliged to sell all the gas that is the subject of this Regulation to HEP, and HEP is obliged, if the amount of gas
produced is greater i f necessary, s t o ceewithgtlee gechnical aRdo d z e m
technological capabilities of the warehouee to the high capacity of the warehouse, on 7 July 2023, INA's obligation

to deliver gas ended.
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7. OTHER OPERATING INCOME

in EUR 6000 2023 2022
Unrealizedgainson fair valueof tangibleassets 113 29
Defaultinterest froncustomers 2,159 1,306
Collectionof suedand writtenoff receivables 209 584
Incomefrom saleof property,plantandequipment 83 284
Incomefrom cancellatiorof long-termprovisions (i) 77174 131
Revenuéasedntheuseof own productandservices - 14
Written-off receivablesinder accountingolicy 115 164

Income based on the Decision of the Government of the Republic of Cr
- the difference between the purchase price and the nsaleeprice of gas

(i) 66,487 -
Income from the reimbursement of costs for gas supplies according to 1
Decision of the Government of the Republic of Croatia (MOE) 14,207 -

Income from compensating the difference in the price of electricity for tt
economy from 1 October 2022 to 31 March 2023. by Decision of the

Government of the Republic of Croatianarket supply (iii) 137,205 -
Write-off of liabilities 2,175 -
Income from BETO penalty - 3,724
Income from EU donations 594 678
Income fromneutrality fee calculation (HROTE) 787 1,978
Otheroperatingncome (iv) 1,155 1,766

302463 10,658

() In 2023, a correction was made to the accounting error in the recording of the provision for the negative effects of
the application of th&egulation on elimination of disturbances in the domestic energy market ("Regulation”), which
referred to the period from 1 January to 31 March 2023. In the unconsolidated statement of profit or loss for 2022, the
Company disclosed provisions following énhational Standard 37Provisions, Contingent Liabilities and Contingent
Assets ("IAS 37") for all individual contracts of the business category HEP Opskrba that were in force on 31 December
2022. The Company determined the difference between the salicgg(according to the Regulation) and the purchase
price (cost price) of electricity for the entire duration of the contract and recorded in the unconsolidated statement of
profit or loss EUR 76,322 thousand of provisioning costs and in the unconsdlgtatement of financial position as of

31 December 2022, the liability to reserve the same amount

(i) The Decision of the Government of the Republic of Croatia (Official Gazette 37/23) defines the categories of
customers to whom gas is supplied frtine Republic of Croatia for the needs of public service, customers of the
household category, customers of thermal energy from an independent heating system and for other protected gas
customers from the Regulation on criteria for acquiring the statusotdgbed customer in conditions of crisis in gas

supply (Official Gazette 65/15).

The Republic of Croatia undertakes to compensate the difference between the purchase and sale price of gas for the gas
sold to customers according to the Decision of the Gowent of the Republic of Croatia on securing gas supplies on

the territory of the Republic of Croatia

(i) On 14 March 2024, the Government of the Republic of Croatia adopted a Decision on compensation for the
difference between the contracted price of electricity and the price charged to custothergdonomycategory in
accordance with the Regulation onnmghating disturbances on the domestic energy market, for the period from 1
October 2022 to 31 March 2023 in in the amount of EUR 137,205 thausand

(iv) Other operating income in 2023 mostly consists of income from restaurants EUR 221 thousand (202Z8EUR
thousand), income from rents EUR 200 thousand (2022: EUR 72 thousand), income based on Government Regulation
of the Republic of Croatia EUR 108 thousand (2022: EUR 58 thousand), income from renting space for
telecommunications equipment: EUR 215 thaws€2022: EUR 217 thousand) and other operating income
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8. COST OF ELECTRICITY PROCUREMENT

The costs of electricity procurement shown in the Statement of Profit or Loss for the year 2023 amount to EUR
1,172,334 thousand (2022: EUR 1,403,783 thousamd), refer to the procurement of electricity to supply end
customers, cover electricity losses in transmission and distribution network and sale on the wholesale market.

Due to lower prices, electricity procurement costs are lower by EUR 231,449 thoosapaled to the previous year.

Electricity and gas trade is carried out bilaterally and on stock exchanges

9. EMPLOYEE BENEFITS

in EUR 6000 2023 2022
Netsalaries 9,452 9,138
Taxesandcontributions 6,415 6,151

15,867 15,289

Thenumber of employees on 31 December 2023 was 504 (31 December 2022: 508 employees).
Total contributions to pension funds amounted to EUR 2,743 thousand during 2023 (2022: EUR 2,645)thousand

Remuneration to members of the Management Board and executiverdctors of the Company:

in EUR 6000 2023 2022
Grosssalaries 1,010 1,021
Contributionsn kind 84 77
Contributions 219 219

1,313 1,317

The number of members of the Management Board as of 31 December 2023 was 3 (31 December 2022: 3), and the
number of executive directors of the Company @31 December 2022: 15)

Remuneration to the members of the Supervisory Board

I n EUR 6000 2023 2022
Fees 18 22
Taxesandcontributions 9 12

27 34

The number of supervisory board members as of 31 December 2023 was 5 (31 December 2022: 5).
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10. OTHER OPERATING EXPENSES

2023 2022
in EUR 6000 restated
Costof externalservicesand materials 20,981 20,135
Costof HEP d.dfor decommissioninEK d.o.0.(Note17) 5,270 14,267
Costsof servicesand materials withisubsidiaries 10,122 11,550
Bankchargespaymenthargesaindloanfees 2953 3,653
Taxescontributionsandfees 2,711 1,898
Value adjustment and wrieff of receivables from customers (i) 1,333 1,602
Other materiatightsof employeesii) 2,574 1,815
Insuranceremiums 416 536
Material costs 636 604
Compensatiobasedon a lawsuit - 260
Provisionfor litigation 1,589 61
Provision for negative effects of the application of the Regulation - 76,322
Donations in the value of 2% of the income 1,092 1,191
Costs in accordance with the Regulation of the Government of the Re|
of Croatia- market supply Economy (iii) - 133717
Costs under the Decree of the Government of the Republic of Croatia
1.4. and 1.10.2023 market supply Entrepreneurship (iv) 140069 -
Financing of rehabilitation programs 1,059 2,809
Write-off of tangible fixed assets - 1,083
Business association membership fees 1,433 750
Otheroperatingexpenses 629 427
Capitalizedborrowingcosts (105) (237)

192762 272443

(i) Value adjustment and writeff of trade receivables of EUR 1,338ousand (2022: EUR 1,602 thousand) includes
value adjustment of trade receivables according to accounting policies of EUR 150 thousand (2022: EUR 312
thousand), value adjustment from customers of HEP Opskrba d.o.0. in the amount of EUR 935 thousaBdJR022:
1,007 thousand and written off unpaid receivables of EUR 247 thousand (2022: EUR 282 thousand)

(i) Reimbursements of expenses and other rights to employees include transportation costs to work during 2023 in the
amount of EUR 334 thousand (2022: K328 thousand), per diems and travel expenses in the amount of EUR 238
thousand (2022: EUR 208 thousand), receipts in kind of EUR 191 thousand (2022: EUR 155 thousand), other material
rights of employees of EUR 1,810 thousand (2022: EUR 998 thousarif)2®, the Company did not have a provision

for severance pay and unused annual leave (2022: EUR 125 thousand). The costs of the material rights of employees
include severance pay for early retirement, jubilee awards and occasional benefits

(iii) Pursuant to the Regulation on elimination of disturbances in the domestic energy market (Official Gazette
104/2022), which, due to disturbances in the domestic energy market, regulates special measures for electricity trade,
the method and conditions ofige formation for certain categories of electricity and thermal energy buyers, supervision
over the application the price determined by this Regulation, and the special conditions for performing energy activities,
the electricity supplier who is a membédrthe HEP Group has no right to compensation for the difference between the
price of electricity according to this Regulation and the contracted price. The measures under this Regulation were
temporary and were prescribed for the period from 1 Octobert202P March 2023.

(iv) On 8 September 2022, the Government of the Republic of Croatia adopted the Decree on the removal of
disturbances on the domestic energy market, which regulates special measures for electricity trade, the method and
conditions of pice formation for certain categories of electricity and thermal energy customers.

On 19 October 2023, the Regulation on Amendments to the Regulation on the Elimination of Disruptions on the
Domestic Energy Market was adopted, which recognizes to HEP tieeedce between the contracted price of
electricity and the price charged to customers of the business category following the Regulation, in the maximum
amount of up to EUR 180/ MWh in the period from 1 April to 30 September 2023, and with subsequementsho

the Regulation of up to EUR 150/MWh in the period from 1 October 2023 to the end of the year.

The rest of the price difference, which is not reimbursed to the supplier, represents a cost to HEP of EUR 140,069
thousand.

HRVATSKA ELEKTROPRIVREDAd.d. Zagreb 41



Notes to the Annual Unconsolidatedrinancial Statementsi HEP d.d. (continued)
for the year ended 31 December 2023

11. FINANCIAL INCOME AND EXPENSES

in EUR 6000 2023 2022
Financial income
Dividends from subsidiaries and associated companies 33925 100516
Interest income 5,310 14,657
Positive exchange rate differences 160 -
Dividend income 622 540
Revenues based on therrency clauseclearing debt 3,924 -
Other financial income - 101
Total financial income 43941 115814
Financial expenses
Interest expense (71,819) (33,284)
Negative exchange rate differences - (2,479)
Fair value of therosscurrency swap - (362)
Unrealized losses from the decrease in the value of shares in Investme
funds - (543)
Unrealized losses from fair valuation of shares (32,142) -
Other financial expenses - (633)
Capitalized borrowing costs 1,637 881
Net (loss)/gain from financial activities (102324) (36,420)
(58,383) 79,394

12. PROFIT TAX

The Company is a taxpayer, in accordance with the tax laws and regulations of the Republic of Croatia. The tax base is
determined as the differend®tween income and expenses of the period and is increased by expenses that are not
recognized for tax purposes. Profit tax calculated by applying the legal profit tax rate in the Republic of Croatia is 18%.

2023 2022
in EUR 6000 restated
Deferredtax recognizedn profit or loss 6,208 171,790
Profit tax 6,208 171,790
The adjustment of deferred tax assets is as follows:
in EUR 6000 2023 2022

restated
Balanceat1 January 174,063 2,338
(Decrease) Increase deferredtax assets (6,208) 171,790
Translation to functional currency - (65)
Balance at 31 December 167,855 174,063
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12. PROFIT TAX (continued)

Deferred tax assets were created for the most part from tax losses, provisions for s@agranckjubilee bonuses, fair
valuation of financial and material assets.

The reconciliation between income taxes and profit or loss in the statement of profit or loss is shown as follows:

2023 2022
in EUR 6000 restated
(Loss)beforetax (40,924) (855504)
Incometax determined byhe tax rateapplicablein the Republicof
Croatia(18% ) 7,366 153991
Theeffectof nontaxableincome 6,313 18,252
Theeffectof nontax deductibleexpenses (6,243) (14,205)
Tax expensédor the current year 7,436 158038
Effectivetaxrate (18,17) (18,47)

The effects of nottaxable expenses mostly consist of the value adjustment of trade receivables according to accounting
policies, provisioning costs and profit increades other expenses, while the effects of #iarable income consist

mostly of income from dividends, collected and previously corrected receivables, state aid for education and profit
reductions for other income.

In accordance with tax regulations, thexsdministration can at any time inspect the books and records of companies
for a period of three years after the end of the year in which the tax liability was declared and can impose additional tax
liabilities and fines. The Company's Management is madra of any circumstances that could lead to potentially
significant liabilities in this regard.

The table below summarizes the changes in deferred tax assets during:the year

in EUR 6000 31 December (Debited) 31 December
2022- revised Jcredited to 2023
profit and loss

Provisiongfor jubilee awardsindseveranceay 666 (26) 640

Provisionthe costof wind power 517 - 517

Value adjustments of trade receivables - 110 110

Value adjustment of inventories: raw and otheterials - 1 1

Provisions for the negative effects of Regulation 1 bas:

on the Decision of the Government of the Republic of

Croatia (1.1-31.3.2023) 13738 (13,738) -

Tax loss 158038 7,436 165474

Other 1,104 9 1,113
174,063 (6,208) 167,855

The deferred tax liability relates mostly to 18% of the fair valuation of JANAF shares through other comprehensive
income, in the amount of EUR 4,583 thousand (2022: EUR 2,762 thousand)
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13. PROPERTY, PLANT AND EQUIPMENT

Inventory Tangible
in EUR 6000 Land Buildings and assets under Advances  Total
equipment construction

PURCHASE VALUE

1 January 2022 8,571 34,227 43540 128280 16,987 231,605
Increases 48 4,380 3,168 40,773 1,207 49576
Increase in income from an affiliate 21 1,067 284 - - 1,372
Transfer to affiliates (14) (644) (150) (681) - (1,489
Disposal (sale, expense, deficit) (29) (12) (1,154) (1,084) - (2,269)
Translation into functional currency (16) (64) (81) (256) (32) (449)
31 December 2022 8,591 38,954 45,607 167,032 18162 278346
Increases 1 - 89 77,112 6,852 84,054
Increase in income from an affiliate 11 255 12,988 1,742 - 14996
Transfer to affiliates - (303) (118) (18,782) (14,579) (33,782)
Disposal (sale, expense, deficit) (12) (89) (1,548) - - (1,649)
31 December 2023 8,591 38,817 57,018 227,104 10,435 341,965
ACCUMULATED DEPRECIATION

1 January 2022 - 13,068 29471 - - 42539
Depreciation expense for the year - 776 3,622 - - 4,398
Disposal (sale, expense, deficit) - (12) (1,245) - - (1,157)
Tran;fgr pf assets between H&RJ i 585 144 i i 729
subsidiaries

Translation into functional currency - (25) (56) - - (81)
31 December 2022 - 14,392 32,036 - - 46,428
Depreciation expense for the year - 817 5,280 - - 6,097
Disposal (sale, expense, deficit) - (75) (1,462) - - (1,537)
Tran;fgr pfassets between HEPd i 299 133 i i 362
subsidiaries

31 December 2023 - 15,363 35,987 - - 51350
CARRYING A VALUE

31 December 2022 8,591 24,562 13571 167,032 18,162 231918
31 December 2023 8,591 23,454 21,031 227104 10,435 290615

Investments in progress (tangible assets under construction) as of 31 De2@&®hamounto EUR 227,104 thousand.
They mainly consist of investments in HIO Zagreb- replacement of block A of EUR28,129 thousand, ELO
Zagreb- power plant of EUR 2322 thousand, HPP Kosinj of 44,423 EUR thousand, HPP Senj of EUR 9,172
thousand, solar power plants EUR 9,151 thousand and information technology EUR 11,258 thousand.

As of 31 December 2023, property, plant and equipment were not given as collatergifardéoans
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14. RIGHT -OF-USE ASSETS

Land and Inventory and

in EUR 6000 L . Total
buildings equipment
PURCHASE VALUE
1 January 2022 1,138 222 1,360
Increases - - -
Translation into functional currency (2) - (2)
31 December 2022 1,136 222 1,358
Reductions (12) 3) (15)
31 December 2023 1,124 219 1,343
ACCUMULATED DEPRECIATION
1 January 2022 336 122 458
Depreciation expense for the year 114 44 158
31 December 2022 450 166 616
Depreciatiorexpense for the year 109 44 153
Deregistration/termination of lease (18) - (18)
31 December 2023 541 210 751
CARRYING VALUE
31 December 2022 686 56 742
31 December 2023 583 9 592
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15. INTANGIBLE ASSETS

Intangible assets

iNEUR6 00O Software Licences ; Total
under construction
PURCHASE VALUE
1 January 2022 41,626 2,778 4,295 48,699
Increases and commissioning 16,365 - 3,125 19,490
Transfer to subsidiary - - 1) Q)
Translation into functional currency (83) (6) (7) (96)
31 December 2022 57,908 2,772 7,412 68,092
Increases and commissioning 13776 242 6,055 20,073
Deregistration based on asset transfer - - (8,426) (8,426)
Transfer to a subsidiary - - (23) (23)
31 December 2023 71,684 3,014 5,018 79,716
ACCUMULATED AMORTIZATION
On January 1, 2022 28,908 704 - 29,612
Amortisation of the current year 4774 516 - 5,290
Translation into functional currency (55) (2) - (57)
31 December 2022 33,627 1,218 - 34,845
Amortisation of the current year 6,720 529 - 7,249
31 December 2023 40,347 1,747 - 42,094
Net carrying value
31 December 2022 24,281 1,554 7412 33247
31 December 2023 31,337 1,267 5,018 37,622

Investments in progreggitangible assets under construction) as of 31 December 2023 amount to EUR 5,018 thousand,
and most of them relate to investments in computer software and licenses
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16. INVESTMENT PROPERTY

As of 31 December 2023, investment propémtludes property owned for the purpose of generating income from rents
and/or capital appreciation and is stated at fair value. Fair value includes the estimated market price at the end of the

reporting period. Investment property is accounted for usiedéir value métod.

in EUR 6000

31 December

31 December

Investments in property
Fair value on 1 January

Net changes in fair value
Classification of assets into investment property
Translationinto functional currency

On 31 December

2023 2022
6,276 3,127
290 495

- 2,661

- ()
6,566 6,276

The assessment of the fair value of the property was carried out by official appraisers whose assessment is based on

available data on the market price of real estate in suiadd¢ions.

As of 31 December 2023, there is no investment property given as collateral

17. INVESTMENTS IN SUBSIDIARIES AND JOINT VENTURES AND INVESTMENTS CALCULATED

USING THE EQUITY METHOD

Investments in shares of companies shown in the Statement of Financial Position as of 31 Dz@23doasist of the

investments shown in the table

i A Ownershi 31 December 31 Decembel
in EUR 6000 pieth %p 2023 2022
Subsidiaries
HEP - Proizvodnjad.o.o0. 100 5 5
Hrvatski operator prijenosnog sustava d.o.o. 100 657,529 657,529
HEP - Operator distribucijskog sustava d.o.o. 100 239172 239172
HEP - Opskrba d.o.o. 100 3 3
HEP - Toplinarstvo d.o.o. 100 122851 82,686
HEP- Plind.o.o. 100 3 3
HEP ESCO d.o.o. 100 2,517 2,516
HEP - Upravljanje imovinom d.o.o. 100 3,631 1,898
HEP- Trgovina d.o.o. 100 5 5
HEP - Telekomunikacije d.o.o. 7994 44,276 44,276
Plomin Holding d.o.o. 100 16,012 16,012
HEP - Elektrad.o.0. 100 53110 3
Energetski park Korlat d.o.o. 100 6,678 6,534
SUNLANA ELEKTRANA VIS d. o. 100 4,162 4,162
1,149954 1,054,804
Investment in joint ventures
NE Krgko [/ 50 253706 253706
LNG Hrvatska d.o.o. /ii/ 75 32,289 32,289
28599% 285995
Investments calculated using the equity method
Male hidre d.o.o. 49 403 403
403 403
Total subsidiaries and joint ventures and investments
calculated using the equity method 1,436,352 1,341202
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17. INVESTMENTS IN SUBSIDIARIES AND JOINT VENTURES AND INVESTMENTS CALCULATED
USING THE EQUITY METHOD (continued)

Changes in investments are as follows:

in EUR 6000 2023 2022
Balance on 1 January 1,341,202 1,329330
HEP Toplinarstvo d.o.o. 40,163 -
Plomin Holding d.o.o. - 13874
HEP Upravljanje imovinom d.o.o0. 1,734 -
Energetski park Korlat d.o.o. 146 478
HEP Elektra d.o.o0. 53,107 -
Translation intdunctionalcurrency - (2,480)
Balance on 31 December 1,436352 1,341,202

The decision of the HEP Management on the intention to increase the share capital

- On 13 July 2023 HEP d.d., as the sole founder of HEP Toplinarstvo d.o.0., increased the share capital of HEP
Toplinarstvo d.o.0.by cash payment in the total amount of EUR 70,777 thousand. The estimated value of
shares in the company HEP Toplinarstvo d.o.0. on 31 December 2023 amounts to EUR 122,850 thousand, and
a reduction of EUR 30,614 thousawdsrecorded

- On 21 September 2023, HEP d.d., as the sole founder of the company HBW®Wjdhpe imovinom d.o.o.,
increased the share capital of the company HEP Upravljanje imovinom d.o0.0. by paying in cash the total
amount of EUR 3,262 thousand. The estimated valtleecshares in the company HERrdvljanje imovinom
d.o.0. on 31 December 2023 amounts to EUR 3,632 thousand and a reduction of EUR 1,528 thousand was
recorded

- On 6 July 2023, HEP d.d., as the sole founder of HEP Elektra d.o.o. increased the share tHpRdtlektra
d.o.0.by cash payment in the total amount of EUR 53,107 thousand

/'i/ 1 NVESTMENT I N NPP KRGKO

Payments to the Fund for financing the decommi ssioning
On the basis afhe Regulation on the amount, term and method of payment of funds for financing the decommissioning
and disposal of radioactive waste and spent nuclear fu
of Croatia on 24 December 2008, HERl.dirom 2006 until the end of 2023 paid into the Fund for financing the
decommi ssioning of NPP Krgko the amount of EUR 276, 02
Decommissioning Program from 2004. In accordance with the aforementioned tRegule annual obligation in the

amount of EUR 14,250 thousand was paid into the Fund quarterly. On 14 July 2020, the Interstate Commission adopted
the Third Revision of the Program for the Decommissi
Radioactive Waste, according to which HEP will pay a smaller annual amount in the future. On 29 December 2022, at
its session, the Government of the Republic of Croatia adopted a new Regulation (OG 156/2022) according to which the
payment of HEP d.d. wasduced from EUR 14,250 thousand per year (EUR 3,562 thousand quarterly) to EUR 9,760
thousand per year (EUR 2,440 thousand quarterly). Additionally, due to the overpaid amount of EUR 11,225 thousand,
HEP d.d. will pay an even further reduced amount imtiad ten quarters, until the middle of 2025, that is, the next 10
quarterly instalments will amount to EUR 1,317.5 thousand (for the year 2023, this means a total payment obligation of
EUR 5,270 thousand).
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17. INVESTMENTS IN SUBSIDIARIES AND JOINT VEN TURES AND INVESTMENTS CALCULATED
USING THE EQUITY METHOD (continued)

/'i/ I NVESTMENT I N NPP KRGKO (continued)

Life extension

Af t er N PeReivédramgdpearating permit without a time limit from the Administration of the Republic of Slovenia

for Nuclear Safety in 2012, in early 2016 HEP d.d. and GEN energy d.o.0. made a decision to extend the operating life
of the power plant until 2043. Thkeci si on was made with the consent of t
and was preceded by the preparation of an economic study on the profitability of investing in-tieenfoogeration of

the power plant. On 2 October 2020, the Agency of theuBkc of Slovenia for the Environment (ARSO) issued a
decision in which it decided that in order to extend the life of the NPP, it is necessary to carry out an environmental
impact assessment and obtain an Environmental Consent (EC). The proceduraifimgpbie EC was carried out in
accordance with the Convention on environmental impact assessment in theocdessarea, and it also included the
crossborder environmental impact assessment procedure. The administrative procedure for obtainingldtiCowas

ARSO. An environmental impact report had been prepared and on 13 January 2023, the Ministry of Environmental
Protection and Spati al Pl anning of the Republic of S
Power Plant to extend itseful life until 2043NPP Kr ko concluded all the regul a:
its life, including obtaining a positive decision from the regulatory body on the Ill Periodic Safety Review, and thus
formally met all the conditions for continuegeration after 2023.

Accounting of the joint venture NPP Krgko

The joint investment in NPP Krgko is recognized in the
equity method.

In the annual unconsolidated financial statements, the Company applies the method of joint management of assets and
liabilities and reports the Company's share in each asset and each liability, income and expenditure in accordance with
IFRS 11.

Thefollovi ng tabl e shows an excerpt from the financial st at
2023 and 31 December 2022

in EUR 6000 31 December 202. 31 Decembel

2022
Property plantandequipment 416171 445867
Capitalandreserves 478960 480953
Salesncome 236,369 184,109
Cashflow from operatingactivities 65,724 69,783

Profit/(loss)for the current year - -
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17. INVESTMENTS IN SUBSIDIARIES AND JOINT VENTURES AND INVESTMENTS CALCULATED

USING THE EQUITY METHOD (continued)

/il 1 NVESTMENT

Financial effect of derogations
Profit and loss account for the year ended 31 Dec 2022

I N NPP KRGKO

(continued)

in EUR 6000 HEPd.d. NEK d.0.0. e o
Total operating income 2,359396 2,283 2,361,679
Total operating expenses (3,294,294) (1,784) (3,296,078)
Operating profit / (loss) (934,898) 499 (934,399)
Net profit / (loss)from financial activities 79,394 (499) 78,895
Lossbeforetax (855504) - (855504)
Profit tax 171,790 - 171,790
Lossfor the current year (683714) - (683714)
Profit and loss account for the year ended 31 Dec 2023

in EUR 6000 HEP d.d. NEK d.o.o. EEE gg;
Total operating income 3,617,730 1,376 3,619106
Total operating expenses (3,600271) (1,324) (3,601,595)
Operating profit 17,459 52 17511
Net lossfrom financial activities (58,383) (52) (58,435)
Lossbeforetax (40,924) - (40,924)
Profit tax (6,208) - (6,208)
Lossfor the current year (47,132) - (47,132)
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17. INVESTMENTS IN SUBSIDIARIES AND JOINT VENTURES AND INVESTMENTS CALCULATED

USING THE EQUITY METHOD (continued)

/'i/ | NVESTMENT I N NPP KRGKO

Financial effect of derogations (continued)
Statement of financial position as of 31 Dec 2022

(continued)

. . HEP d.d. +
in EUR 6000 HEP d.d. NEK d.o.o. NEK d.0.0.
ASSETS
Fixed assets
Property plantandequipment 231918 222936 454,854
Financialassets 253706 (240477) 13,229
Otherfixed assets 3,554404 - 3,554404
Total fixed assets 4,040,028 (17,541) 4,022487
Current assets 1,609913 53,183 1,663096
TOTAL ASSETS 5,649941 35,642 5,685583
CAPITAL AND LIABILITIES
Total capital 2,922930 - 2,922930
Long term liabilities 1,705500 23374 1,728874
Short-term liabilities 1,021,511 12,268 1,033779
TOTAL CAPITAL AND LIABILITIES 5,649941 35,642 5,685583
Statement of financial position as of 31 Dec 2023
in EUR 6000 HEPd.d. NEKd.0.0 HEP d.d. +
T T NEK d.o.o0.
ASSETS
Fixed assets
Property plantandequipment 290615 208087 498702
Financialassets 253706 (239480) 14,226
Otherfixed assets 3,596609 - 3,596,609
Total fixed assets 4,140930 (31,393) 4,109537
Current assets 2,120872 66,431 2,187,303
TOTAL ASSETS 6,261,802 35,038 6,296,840
CAPITAL AND LIABILITIES
Total capital 2,877246 - 2,877246
Long term liabilities 1,445008 22,900 1,467,908
Short-term liabilities 1,939548 12,138 1,951,686
TOTAL CAPITAL AND LIABILITIES 6,261,802 35,038 6,296,840
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17. INVESTMENTS IN SUBSIDIARIES AND JOINT VENTURES AND INVESTMENTS CALCULATED
USING THE EQUITY METHOD (continued)

fiil INVESTMENT IN LNG HRVATSKA

Hrvatska elektroprivreda d.dhereinafter: HEP) and Plinacro d.o0.0. concluded on 1 June 2010, the Agreement on the
establishment of the company LNG HRVATSKA d.o.o. for operations with liquefied natural gas, by which the
company LNG HRVATSKA d.o.o. became the holder of the LNG terhpnaject on Krk. Based on this Agreement

HEP d.d. and Plinacro d.o.0. have become members aodvieers of LNG HRVATSKA d.o.0. each with 50%
membership, management and property rights. By the decision of the Management Board dated 21 February 2019,
HEP, & a cefounder of the company LNG HRVATSKA d.o.0. increased the share capital in that company for a new
business share in the amount of EUR 28,682 thousand, or 84.18%. By decision of the Assembly of LNG HRVATSKA
d.o.o. from 3 December 2021, the companyiars capital was increased from the amount of EUR 38,359 by the
amount of EUR 4,693 to the amount of EUR 43,052 by entry of rights and the payment of a new contribution in money
by a member of the company PLINACRO d.o.o. By the decision of the Assemibly Gompany dated 16 May 2023,

the contract was amended and the share capital was harmonized with euros and amounts to EUR 43,052,230. The share
of HEP on 31 December 2022 is 75%. and it remained unchanged on 31 December 2023.

In accordance with the dems of the Government of the Republic of Croatia on the declaration of the LNG terminal
project (construction of a receiving terminal for 1iqu
strategic investment project of the RepulbicCroatia (OG 78/15) of 16 July 2015; the LNG terminal construction
project was declared strategic investment project of the Republic of Croatia. In November 2015, the European
Commission adopted a list of projects of common interest (PCI), which cerdadist of key energy infrastructure
projects, including the LNG terminal on the island of Krk. LNG Croatia has signed contracts with INEA (Innovation
and Networks Executive Agency) for the project and permit documentatidimaswing and the contract ffaco-

financing of construction.

The Act on Liquefied Natural Gas Terminals (OG 57/18), which was adopted by the Parliament on 18 June 2018,
established that the construction of an LNG terminal is in the interest of the Republic of Croatia, and LN&aHrvats
d.o.o. was designated as the investment holder of the project. It will implement the project and maintain and manage it
in a safe and reliable manner. In accordance with the decisions of the Government of the Republic of Croatia, the
project was plannetb be implemented in phases, in such a way that a floating terminal will be implemented in the first
phase and a land terminal in the second phase.

LNG Croatia d.o.0. started operating the Terminal on 1 January 2021, and in 2022 increased its teehpilc i t y b\
0.3 billion m of natur al gas per year. The floating t
dimension in the context of strengthening the European energy market and the security of gas supply to the countries of
the European Union, especially the countries of Southeastern Europe. The production of natural gas in the Republic of
Croatia is in constant decline, and the events in Europe in 2022 have shown the disadvantages of relying on the supply
of gas from only oa source.

For this reason, the Government of the Republic of Croatia at its session on 18 August 2022 (Official Gazette 96/22)
passed the Decision to increase the security of gas supply by building theiZBdmsiljevo gas pipeline and increasing
theapacity of the LNG ter minal to 6.1 billion m of ga
maximize energy independence, continuity and security of gas supply to the Republic of Croatia, households and
businesses in neighbouring EU mmiger states. For the project to be implemented in a timely and successful manner, the
decision in question defined that LNG Hrvatska d.o.o. is granted EUR 25 million to cover the project's capital
expenditures. The importance of the Terminal, as wellsapritfitability and usefulness, has been repeatedly proven
through the Terminal's previous work.

HRVATSKA ELEKTROPRIVREDAd.d. Zagreb 52



Notes to the Annual Unconsolidated Financial Statements HEP d.d. (continued)
for the year ended 31 December 2023

18. FINANCIAL ASSETS AT FAIR VALUE THROUGH O THER COMPREHENSIVE | NCOME

in EUR 6000 2023 2022
Openingbalance 42,305 36,648
Fair valuationof investmentshroughothercomprehensivencome(Janaf) - 5,733
Fair valuationof investmentshroughothercomprehensivencomeandother 2,533 ©)
Translation to functional currency - (69)
Closing balance 44,838 42,305

31 December

31 December

in EUR 6000 2023 2022

Investments in securities:

Jadranski Naftovod d.d. ] 44,804 42271

nuro nakovi l Aparati d. d. 1 1

Konstruktor -u ngteelja®jri ng d. d. 31 31

Helios Faros d.d. 2 2
44,838 42,305

The fair valuation was made based on the notification of the Central Clearing Depository Agency and Hrvatska
pogtanska banka d.d. on the account balance as of 31 D

19. OTHER LONG -TERM RECEIVABLES

Housing loans

Receivables for housing loans as3df December 2023, amount to EUR 6 thousand (2022: EUR 10 thousand). Before
1996, the Company sold its own apartments to its employees in accordance with the laws of the Republic of Croatia.
The sale of these assets was mainly on credit and sales reegjwabich have an interest rate lower than the market

rate, are repaid monthly over a period of 20 to 35 years. Receivables from the sale of apartments are presented in the
financial statements at the discounted net present value. The liability to thendtenth represents 65% of the value of

the sold apartments, is shown in other lbegn liabilities (Note 27). Receivables are secured by mortgages on sold

apartments.
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20. INVENTORIES

: . 31 Decembet 31 Decembel
in EUR 6000 2023 2022
Wholesalegassupplies 54,912 61,660
CO2emissionunits 4,467 1,284
Stocksof energysavingsin final consumption (i) 1,735 1,735
Inventoriesof investmenmaterial 531 866
Gas inventories according to the Regulation of the
Government of th&epublic of Croatia (ii) 30,132 26,617
Strategic gas inventories according to the Decision of 1
Government of the Republic of Croatia (iii) 154,639 278417
Inventoriesof other material 77 82
246,493 370661
Value adjustmenbf receivables (36) (31)
246457 370630

The note below shows changes in the value adjustment of inventories over the years:

in EUR 6000 2023 2022
At 1 January 31 25
Write-off of inventories 5 6
At 31 December 36 31

(i) In order to fulfil the obligations established in Art. 7 2012/27/EU of the European Parliament and the Council on
energy efficiency, achieving energy savings in immediate energy consumption and reducing the financial liabilities of
the HEP Group in conndoh with unrealized savings, the Board of the HEP company adopted Decision-no. 52
7.1/2018. which established the Energy Saving System in the HEP Group and Decision7rb2020. which
approves the Methodology for the distribution and purchase of esergggs. In addition, the HEP Group member
companies concluded an Agreement on the transfer or purchase of energy savings within the HEP Group. This
Agreement regulates the mutual relations between HEP and its subsidiaries in the system of rediatibptiochase

of energy savings, and in order to fulfil the system of energy efficiency obligations in accordance with the Energy
Efficiency Act and to achieve common goals, coordinated by the HEP Management Board and mutual cooperation in
conducting busires between subsidiaries.

(i) Inventories include gas that HEP disposes of based on Article 5.a dRdafelation on Amendments and
Supplements to the Regulation on Elimination of Disturbances in the Domestic Energy Market (OG 106/2622)

needs ofgas distributors for the purpose of settling losses for gas distribution, for heat energy buyers from independent
heat system, public service for the needs of customers from the household category, and for gas customers from the
business category from Acte 2, paragraph 3 of this Regulation. Pursuant to the Decree on Amendments to the
Regulation on Eliminating Disruptions on the Domestic Energy Market (OG 121/20225as producer (INA) is

obliged to sell all the gas that is the subject of this Regulath HEP, and HEP is obliged, if the amount of gas
produced is greatdhann eces s ar vy, store gas in Podzemno skl adigte |
technological capabilities of the warehou&éven the high capacity of warehousespas of the elements of security

of gas supply, in July 2023 the Regulation on Amendments and Supplements to the Regulation on Elimination of
Disruptions in the Domestic Energy Market (Official Gazette 74/23) was adopted, which ended INA's obligation on 7
July 2023.

(iii) Inventories also include the gas that HEP acquired on the basis of the Decision on securing gas supplies on the
territory of the Republic of Croatia (OG 63/2022), by which the Government of the Republic of Croatia tasked HEP
with securing gas suppliesenhe territory of the Republic of Croatia i
the relevant quantity into the system PSP gas storage. This gas from the Decision is available to HEP d.d. in accordance
with the orders of the Crisis Team respofesifor the implementation of the Intervention Plan on measures to protect

the security of the gas supply of the Republic of Croatia. The Ministry of Economy and Sustainable Development will
provide funds to HEP d.d. to cover the difference between théhgaecand market sales price of gas from this
Decision, storage costs and financing costs.
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21. TRADE RECEIVABLES

: . 31 Decembet 31 Decembel
in EUR 6000 2023 2022
Tradereceivablesn the country 29,946 30,351
Receivable$rom gascustomersn thewholesale market 180 180
Receivablesor electricityfrom abroad 5,836 3,507
35,962 34,038
Impairmentof receivables (16,996) (17,025)
Total trade receivables 18,966 17,013
31 Decembet 31 Decembel
in EUR 6000 2023 2022
Trade receivables abroad
EUR 5,836 3,507

Other - -

The table below shows the age structure of receivables and the corresponding rate of expected credit loss for each age
group

Up to30 31-60 61-90 91-180 181-365 Over 365
31 December 2023 Undue days days days days days days Total
Grossbookvalueof
tradereceivables 17,934 1,171 12 1 34 10 16,800 35962
Expectecdcreditlosses (173) (11) (1) “) 2) (©)] (16,800) (16,996)
Up to 30 31-60 61-90 91-180 181-365 Over 365
31 December2022 Undue days days days days days days Total
Grossbookvalueof
tradereceivables 11,839 5,297 28 10 3 4 16,857 34,038
Expecteccreditlosses (115) (51) Q) ) ) Q) (16,857) (17,025)
Changes irallowance for impairment were as follows:
in EUR 6000 2023 2022
Balanceon 1 January 17,025 17,013
Increasdn impairmentof receivables (115) (164)
Decreasén impairmentof receivables 150 312
Write-off (64) (98)
Write-off of uncollected receivables - (6)
Translation to functional currency - (32)
Balance on 31 December 16,996 17,025
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22. OTHER SHORT-TERM RECEIVABLES

in EUR 06000

Advancedo suppliers

Shorttermguaranteegiven

Interestreceivables

Receivable$or givendeposityduemorethan90 days)

Receivablegor gasborrowedto commonusersof LNG terminals
Receivable$rom the state

Receivables from MINGOR for compensation of the difference in the pric
electricity. for the economy for the period 1 October 2822Vlarch 2023. by
decision of the Government of the Republic of Croatia

Otherreceivables

Receivablegor profit tax

Receivablegor givendepositselateto fundsdepositedor businespurposes.

23.PREPAID EXPENSES

in EUR 0000

Capacity lease

Sponsorships

Toll T ENC

Insurance premiums

Subscriptions to official newsletters and magazines
Other

24.CASH AND CASH EQUIVALENTS

in EUR 6000

31 December 31 Decembet
2023 2022
28 40

1 1

176 26
9,090 8,735
16,716 19,511
74,996 20
547,075 -
907 2,813

- 3,873
648989 35,019

31 December

31 December

2023 2022
1,559 4,560
1,294 1,117

8 9

42 4

- 1

160 45
3,063 5,736

31 December

31 December

2023 2022
Giro accounts 145750 119307
Shorttermdepositddaily deposits) 75,689 11,962
Foreigncurrencyaccounts 95 1,034
Depositswith a maturityof up to 90 days 26,771 28527
Allocatedfunds 1,550 1,152
Cashin hand 2 -
249,857 161,982
HEP d.d. has an open giro account in Privredna ba
Erste&Steiermarkische bank d.d., Raiffeisen bank d.d., OTP banka d.d. and Nova Hrvatska banka d.d
Structure of foreign currency accounts:
31 31 Decembel
in EUR 6000 December 2022
2023
usD 93 1,031
Other currencies 2 3
95 1,034
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25.CAPITAL

In 2023, the share capital is expressed in euros in the amount of EUR 2,627,959 tl{dlidaadember 2022 in the
amount of EUR 2,626,871 thousand) and consists of 10,995,644 ordinary shares with a nominal value of EUR 239.

Retained profit of EUR 228,173 thousand (31 December 2022: EUR 276,393 thousand) includes Reserves from profit
in the anount of EUR 87,322 thousand (31 December 2022: EUR 88,410 thousand), Retained earnings of EUR 187,983
thousand (31 December 2022: EUR 871,697 thousand) and Loss of the current year of EUR 47,132 thousand (31
December 2022: EUR 683,714 thousand).

Fair valie reserves of EUR 20,877 thousand (31 December 2022: EUR 19,666 thousand) refer to cumulative changes in
the value of investments in shares that are recorded at fair value through other comprehensive income

26. LONG-TERM LOAN LIABILITIES

: . 31 December 31 December
in EUR 6000 2023 2022
Loans from domestic banks 1,660,806 1,357,193
Loans from foreign banks 156381 142857
Shareholder loan /i/ 400,000 -
Total long-term loan liabilities 2,217,187 1,500050
Allocation of feedy loans (272) (311)
Total long-term loan liabilities 2,216915 1,499739
Current maturity (917591) (18,515)
Total liabilities for long -term loans 1,299324 1,481,224

The Company contracted loans with domestic famdign banks with applicable variable and fixed interest rates that
ranged from 0.42% to 5.46% in 2023.

New sources of financing
To finance the investment plan and regular operations in 2023, the Company used its funds and funds from loans in use.

/il On 3April 2023, the Company signed a Shareholder Loan Agreement with the Ministry of Economy and Sustainable
Development for EUR 400,000 thousand to ensure the necessary stabilization of the business with a repayment period
of two years from the use of the lastnithe and with the possibility of repayment by conversion to the share capital of
HEP d.d. role in rights

On 28 December 2023, the Company signed Addendum | to the Agreement on a -“teedium@volving loan with
HEP-Operator distribucijskog sustava d.amthe amount by which the loan of EUR 92,906 thousand was increased by

an additional EUR 50,000 thousand to the amount of EUR 142,906 thousand for more efficient management of cash
flows of Group members and ensuring faster realization of additionalditiguieserves (Note 32 shortterm
liabilities).

As of 31 December 2023, the Company has two loans covered by guarantees from the Republic of Croatia, a guarantee
that covers 100% of the liabilities under the ldagm club loan of EUR 400,000 thousanmdia guarantee that covers
80% of the liabilities under the club revolving loan of EUR 600,000 thousand
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26. LONG-TERM LOAN LIABILITIES (continued)
Loans in use

As of 31 December 2023, the Company has {mmg loans in use with the development baBRBRD and EIB to

finance the KKE ELTO Zagreb construction project.

The use of loans from the development banks EBRD and EIB was contracted until January 2024, and at the end of
2023, an extension of the term for the use of loan funds was requested amtetiston was approved until January

2025 following the new dynamics of project implementation.

As of 31 December 2023, the balance of used-teng loans of the Company amounts to EUR 2,216,915 thousand.

As of 31 December 2023, the Company has at igpadal an unused amount of letegym loans of EUR 20,595
thousand.

A repayment plan for the principals of lotgym loans due in the next five years
in EUR 06¢(

2024 917,591
2025 424,016
2026 378403
2027 396,752
2028 17,065
After 2028 83,088

2,216915

Loans from domestic banks are secured by promissory no
Zagreb d.d. and Erste&Steiermarkische Bank d.d. are secured with financial guarantees in the form of financial
indicators according to whidilne Company is obliged to meet certain prescribed levels of indicators on an annual basis.

For loans from foreign banks EBRD and EIB, financial guarantees have been agreed in the form of financial indicators
according to which the Company is obliged to tremxtain prescribed levels of the following indicators on an annual

and semiannual basis: net financial debt related to EBITDA, the ratio of EBITDA to net financial expenses and the
ratio of total net debt to net tangible assets.

The Company's main goatlated to the risks carried by financial indicators is to protect the Company from possible
violations of contractual obligations, i.e. premature maturities of contracted credit liabilities.

The agreed financial indicators are monitored and calculated lmesannual and hayearly financial statements.

The Company prepares preliminary calculations of financial indicators based on the projected balance sheet and profit
and loss account in the coming meditenm period and monitors their trend.

If the projections of the balance sheet and the statement of comprehensive income at the end of the business year show
the possibility of exceeding a particular financial indicator, the Company informs the bank about the possibility of a
breach of contract and reqteghe bank's consent promptly for a "waiver", i.e. exemption from the calculation of
financial indicators.

If the bank does not approve the waiver, a possible scenario is the premature maturity of the debt, which represents a
liquidity risk for theCompany
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26. LONG-TERM LOAN LIABILITIES (continued)

The Company has obtained waivers from the banks EBRD, EIB, Erste&Steiermarkische bank d.d., Privredna banka
Zagreb d. d. and Zagrebalka banka d. d. for mbdr023.er i od
Subsequentl vy, Erste&Steiermarkische bank d. d., Privrec
exemptions from the calculation of financial indicators for a new period until 31 December 2024 (including 31
December 2024) or witthe EBRD and EIB until 30 June 2025. (including 30 June 2025)

To ensure liquidity reserves in the upcoming medierm period, the Company has concluded ruiltipose
framework agreements with domestic banks on 31 December 2023, in the total amount BUE125,645 thousand.

The Company can use funds from the aforementioned frameworks foitestmorioans, as well as issuing guarantees,
letters of credit, and letters of intent per the needs of Group members. During 2023ershdmes were used
exdusively to issue guarantees, letters of credit and letters of intent, and business was conducted equally with all banks.

From the previously mentioned shéetm multipurpose frameworks, the Company did not need to conclude short
term loans during 2023.

As of 31 December 2023, the total amount of funds available from thetshorframework is EUR 83,984 thousand

27. OTHER LONG -TERM LIABILITIES

. . 31 Decembet 31 Decembet
in EUR 06000 2023 2022
Long-termliabilities for assetsinanced fronclearingdebt (i) 109,004 112,929
Long-termliabilities to the state (ii) 73 76
Other 1,177 1,229
Other long-term liabilities 110,254 114,234

/il As of 31 December 2023, the Company has a stated liability for clearing debt of EUR 109,004 thousand (2022: EUR
112,929 thousand), which refers to payments from letters of credit, based on the Consent of the Ministry of Finance on
the use of funds based on &terbank agreement. Given that there is no other document that would regulate the
relationship between the Company and the Ministry of Finance, and regarding the said clearing debt, it is not defined
whether it is a loan or some other legal relationship

fiil  Long-term liabilities to the state in the amount of EUR 73 thousand (2022: EUR 76 thousand) refer to the sale of
apartments to employees per the state program abolished in 1996. According to legal regulations, 65% of the collected
funds from the sale of aparémts to employeegrepaid to the state upon receipt. According to the law, the Company is

not obliged to remit the funds before collecting them from the employees

28. LEASE LIABILITIES

. . 31 Decembel 31 Decembet
in EUR 06000 2023 2022
Longtermrealestatdeasdiabilities 523 640
Long-termcarleasdiabilities - 12

523 652
Currentportionof long-termleasdiabilities 123 158
Leaseliabilities 646 810
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28. LEASE LIABILITIES (continued)

The leasdiability is calculated according to the present value of the agreed future payments to the lessor during the
term of the lease, less a discount rate that is determined in relation to the rate inherent in the lease, unlesdyas is usual
the case) it is naeasy to determine, in which case uses the HEP Group's incremental borrowing rate at the beginning of
the lease. Variable lease payments are included in the calculation of lease liabilities, only if they depend on an index or
rate. In this case, the iraficalculation of the lease liability assumes that the variable element will remain unchanged for
the term of the lease. Other variable lease payments represent an expense in the period to which it relates.

29. PROVISIONS

31 Decembet 31 Decembel

in EUR 6000 2023 2022
restated

Provisionsfor severanc@ayandjubileeawards 3,556 3,699
Provisiondfor litigation (i) 24,632 23,737
Otherprovisions (ii) 2,871 79,193
Total provisions 31,059 106,629

/il The Company reserves costs for court cases for which it is estimated that a resolution in favour of the Company is
unlikely. The total amount of the provision as of 31 December 2023 is EUR 24,632 thousand (2022: EUR 23,737
thousand). The most significant mp vi si ons rel ate to the dispute related
which a firstinstance verdict was rendered in favour of the plaintiff in 2012. The value of the dispute is around EUR
43.8 million, and funds have been reserved in theunt of the expected outflow in the event of losing the dispute in

the amount of EUR 21,899 thousand. Other major disputes relate to the company Autocesta Rijeka Zagreb d.d., i.e. the
company Hrvatske autoceste d.0.0. as a legal successor, for whichistopravas made in the amount of the expected
outflow in case of losing the dispute of EUR 2,080 thousand

fii/ Other provisions of EUR 2,871 thousand refer entirely to the provision of costs based on the Management Board's
Decision from 2011 forthe delier ed el ectri city from the Vrataruga wind
were increased for the negative effects of Regulation 1 of EUR 76,322 thousand

Changes in liabilities for longterm provisions are as follows:
Jubilee Legal Other

in EUR 6000 Severance . o Total
awards disputes provisions

At 1 January 2022 3,427 183 23,852 2,877 30,339
Additional provisions 794 11 61 76,322 77,188
Reductionof provisionsbasedon estimates (683) (27) (132) - (842)
Translation intdfunctional currency (6) - (44) (6) (56)
At 31 December2022 3,532 167 23,737 79,193 106,629
Additional provisions - - 1,589 - 1,589
Reductionof provisionsbhasedon estimates (139) (4) (694) (76,322) (77,159)
At 31 December2023 3,393 163 24,632 2,871 31,059
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29. PROVISIONS (continued)

Changes in the present value of defined liabilities based on employee benefits in the current period are shown below:

Severance Jubilee Total
awards

in EUR 6000
At 1 January 2022 3,427 183 3,610
Servicecosts 184 13 197
Interestexpense 113 5 118
Benefitspaid (173) (20) (193)
Pastservicecost 42 3 45
Actuarialgains/ losses (56) a7 (73)
Translation into functionaturrency (5) - (5)
At 31 December 2022 3,532 167 3,699
Servicecosts 167 13 180
Interestexpense 109 5 114
Benefitspaid (262) (30) (292)
Pastservicecost 49 4 53
Actuarialgains/ losses (202) 4 (198)
At 31 December2023 3,393 163 3,556

The provision for severance pay and jubilee bonuses is based on the calculation of an authorized actuary.
The following assumptions were used when making the calculations:

1 The employment termination rate is 4.5%, and is based on statidtitalon employee turnover in the
Company over the last 5 years
1 Probability of death by age and gender is derived from the Mortality Tables for Croatia in the peried 2010
2012, published by the State Statistical Office of the Republic of Croatia. It im@ddghat the Company's
employees are included in the average population in terms of mortality and health status.
The present value of the liability was calculated using the discount rate of 3.85% annually.

30. ACCRUED EXPENSES AND DEFERRED INCOME

iNnEUR6 00O 31 December 2025 31 December2022
Gas by Decision of the Government of the Republic of Croatia ( 9,464 5,543
EU funds 1,436 1,017
Unused vacation 705 719

11,605 7,279
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31. OTHER LIABILITIES

in EUR 6000 31 December2023 31 Decembe
2022
Tradepayablegi/ 163,099 345,773
Liabilities for taxesandcontributions 11,253 2,334
Interestiabilities (ji) 35,579 7,897
Liabilities to employeegiii ) 1,235 1,266
Otherliabilities (iv) 1,887 8,830
213053 366,100
/il Trade payables
Liabilities to suppliersn thecountry 77,253 249,901
Liabilities to suppliersabroad 52 476
Liabilities to electricity suppliers withirthe EU andabroad 85,396 93,092
Liabilities to suppliers withinthe EU 398 2,304
163099 345773
(i) Interest liabilities
Loan interest liabilities PBZ 20,038 6,715
Loan interest liabilities ZABA 369 369
Loan interest liabilitie$ ERSTE 1,509 -
Loan interest liabilitie$ OTP 81 -
Loan interest liabilities MINGOR 11,801 -
Loan interest liabilitie$ EBRD 1,180 354
Loan interest liabilities EIB 601 459
35,579 7,897
(i) Liabilities to employees
Liabilities for netsalaries 729 733
Liabilities for contributions 337 354
Otherliabilities 169 179
1,235 1,266
(iv) Otherliabilities
Liabilities for insurance premiums 354 289
Liabilities for received shoiterm guarantees 499 7,882
Liabilities to state institutions 605 -
Liabilities based on sponsorship 236 129
Other liabilities 193 530
1,887 8,830
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32. RELATED PARTY TRANSACTIONS

As at 31 December 2023, the Company owned the following subsidiaries:

Subsidiary Country Share (%) Primary operation
HEP- Proizvodnja d.o.o. Croatia 100 Electricityand heaproduction
Hrvatski operator prijenosnog sustava d.d. Croatia 100 Electricity transmission
HEP - Operator distribucijskog sustava d.o.0 Croatia 100 Electricity distribution
HEP ELEKTRA d.o.0. Croatia 100 Electricity supply
HEP- Opskrba d.o.o. Croatia 100 Electricity supply
HEP- Toplinarstvo d.o.o. Croatia 100 Productioranddistributionof thermalenergy
HEP- Plin d.o.o. Croatia 100 Gasdistribution
HEP ESCO d.o.o. Croatia 100 Financingenergyefficiencyprojects

. . Croatia Infrastructuredevelopmenof thesurrounding
Plomin Holding d.o.o. 100 areaof Plomin
HEP Upravljanje imovinom d.o.o. Croatia 100 Hospitalityandrecreatiorservices

. Croatia Electricitytradeandpower planbperation

HEP- Trgovina d.o.o. 100 optimization
HEP - Telekomunikacije d.o.0. Croatia 79.94 Telecommunications
Energetski park Korlat d.o.o. Croatia 100 Productionof electricity
LNG Hrvatska d.o.o. Croatia 75 Liguefiednaturalgasoperations
Nuklearna elektrank r g k o d . o . o Slovenia 50 Productionof electricity

Other affiliated companies of HEP d.d. within the HEP Goup:

CS Bugko Blato d.o.. BiH 100 Hydropowerequipmenimaintenance
HEP NOC Velika Croatia 100 Accommodatiorandeducatiorservices
HEP Energija d.o.0. Ljubljana Slovenia 100 Electricity trading

HEP Energija d.o.o. BIH 100 Electricitytrading

HEP Energija sh.p.k. Kosovo 100 Electricitytrading

HEP Energija d.o.o. Serbia 100 Electricitytrading

SUNLANA ELEKTRANA P Croatia 100 Productionof electricity
SUNLANA ELEKTRANA V Croatia 100 Productionof electricity

Male hidre d.o.o. Croatia 49 Productionof electricity

HEP-VHS Zapregil d. o. Croatia 100 Productionof electricity

Most of the listedsubsidiaries were established within the framework of the reorganization and restructuring of the core
business according to the new energy laws that entered into force on 1 January 2002 (Note 1).

Company GP Krapina d.o.0. and Darkom DP d.o.o. were mevghdHEP Plin d.o.o. in January 2022. At the same

time, the company Peharda izgradnja d.o.0. was acquired by Plomin Holding d.o.o.

In May 2022, the company Pakrac plin d.o.o. was acquired by HEP Plin d.o.o. In November 2022, the company Pakrac
plin d.o.0.was merged with HEP Plin d.o.o.

In July 2023, the company Velebit Pro Sol d.o.o0. became part of the HEP Group, exclusively owned by Plomin Holding

d. o. o. I n November 2023, the company Velebit Pro Sol d
Poel] d.o.o., owned by Plomin Holding d.o.o0. and compani
with Sun| ana elektrana Pore|] d.o.o0o. in October 2023
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32. RELATED PARTY TRANSACTIONS (continued)

Rel ations with affiliated companies refer to subsidiar
Relations with the mentioned companies are listed below

(i) The Company's revenues are based orfinuaiced revenues to affiliated companies from the sdlelectricity,
except for customers of universal service (households) and guaranteed supply, fees for performing accounting,
legal and similar services, as well as on the basis of renting business premises. The amount of the mentioned
income from affilated companies is determined based on the following values: the value of the assets of the
affiliated company, the costs of employees and the total expenses of the affiliated company.

(i) Interests on longerm leases of property, plant and equipment anchgiitde assets are charged to lessees
according to loans used for the construction of assets and are reported in interest income with affiliated
companies.

(iii) Costs with affiliated companies are incurred for the taken electricity and compensation foritylascipicly. The
costs for the services provided are invoiced monthly in accordance with the provisions and tariffs prescribed by
HERA.

(iv) Shortterm receivables from affiliated companies are based on the sale of fuel, materials and spare parts, for the
electicity sold to HEP Elektra d.o.0. and for customers of HEP Opskrba d.o.o., for sold losses on the distribution
network to HEP Operator distribucijskog sustava d.o.0, on the transmission network to Hrvatski operator
prijenosnog sustava d.d., for the compamgdministrative costs and for ongoing investments financed by the
Company. After the completion of construction, the said property is transferred to related companies for lease.

(v) Longterm receivables with affiliated companies are based on the finaeeising of property, plant and
equipment to affiliated companies. The rent is paid monthly according to the depreciation of the rented property,
plus interest on longerm loans from which the property was financed. The company also has receivables from
affiliated companies for apartments sold to employees

Receivablesndliabilities andincomeand expenses froother relatedompaniesrelistedin thetablebelow:

in EUR 6000 2023 2022
Operating income

Revenues fronthe saleof electricityto HEPElektrad.o.o0. 686,648 610,169
Revenuedrom invoicing el. energyto coverlossesn thedistributionnetwork 80,719 112,783
Revenues frorthe saleof electricityto HEP Energijad.o.0.Ljubljana 179,634 127,083
Revenues frorthe saleof electricityto HEP Groupcompanies 17,266 29,311
S;\ﬁ(;\rl;eirom invoicing el. energyto coverlossedn thetransmission 2172 3.815
Revenues frorthe saleof electricityto HEP Energijal.o.0.Belgrade - 2,177
Revenudrom balancingelectricity 2,019 38,711
Revenues frorthe saleof electricityto HEP Energijad.o.0.Mostar 21,505 11,203
Revenuefrom electricity sales- affiliated companies 989,963 935,252
Incom_e from the sale of gafkegulation of the Government of the Republic 102,131 12,530
Croatia

Revenuefrom gassales- affiliated company 102,131 12,530
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32. RELATED PARTY TRANSACTIONS (continued)

in EUR 6000 2023 2022
Revenudrom salesof CO2emissionunits 255,806 101,966
Revenuéhasedn servicesandsalesof materials withirthe group 1,556 234
Incomefrom intra-groupinvestmenservices 54 46
Revenuebasedn services withirthe group- restaurant 28 15
Other salesrevenues- related parties 257,444 102,261
Salesrevenues- related parties 1,349,53¢ 1,050,04:
Revenuegrom the performanceof administrativeservices 30,385 26,104
Incomefrom rentingoffice space 2,595 2,284

Revenues in accordance with the Regulation of the Government of the

Republic of Croatia market supply Economy 522 265
Revenues frorthe saleof energysavingsto companies 773 505
Other operating income - affiliated companies 34,275 29,158
Operating expenses

Procurement of electricity HEP Proizvodnja d.o.o. 1,485,434 1,273,48¢
Procurement of electricity Energetski park Korlat d.o.o. 32,200 33,426
Procurement oélectricity i Ornatus d.o.oimer ged wi t h S 291 1227
el ektrana Por el (October 2023) '
Procurement of electricity Sun| ana el ektrana Pc 418 421
Procurement of electricitf Sun| ana el ektrana Vi 304 1,327
Procurement oélectricity from RES HEP Opskrba d.o.o. 53,389 52,168
Electricity balancing HOPS d.d. 18,965 65,599
HEP Energija d.o.0. Mostar 19,905 9,005
HEP Energija d.o.oBeograd - 1,290
Expendituresfor electricity procurementi affiliated companies 1,610,90¢ 1,437,94¢
Costof salesof CO2 emissionunits 255,806 101,966
Electricity supplyfee - HEP Opskrba d.o.o. 9,006 10,518
Gasprocurementor public serviceproviders(OOJU) 3,128 6,872
Feefor electricityandgastradingservicesHEP Trgovinad.o.o. 2,908 2,742
Costsof feesand services- affiliated companies 270,848 122,098
Costsof feesand services- affiliated companies 1,881,754 1,560,04¢€

/il The costs of balancing electricity in 2023 amount to EUR 18,965 thousand (2022: EUR 65,599 thousand), and are
generated from the sale or purchase of balancing electricity following the current Rules on Balancing the Electric Power
System
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32. RELATED PARTY TRANSACTIONS (continued)

FINANCIAL INCOME AND EXPENSES FROM RELATED PARTIES

in EUR 06000

Financial incomefrom related parties
Dividendsfrom subsidiariesindassociates
Interestincomeon leasedassets
Interestincomeonloans
Positiveexchangeatedifferences
Otherfinancialincome

Total financial incomefrom related parties

Financial expensesvith related parties
Interestexpense IFRS 16
Negativeexchangeatedifferences

Total financial expensesvith related parties

RECEIVABLES FROM RELATED PARTIES
in EUR 0000

Non-current receivables

Receivabledor long-term leaseassets

HEP Operator distribucijskog sustava d.o.o.
HEP Proizvodnja d.o.o.

HEP Toplinarstvo d.o.o.

HEP Upravljanje imovinom d.o.o.

HEPPIin d.o.o.

HEP NOCd.o.0.

HEP Opskrba d.o.o.
HEP Trgovina d.o.o.
HEP ESCO d.o.o.
HEP Elektra d.o.o.

in EUR 6000

Receivables for apartments sold

HEP Operator distribucijskog sustava d.o.o.
HEP Proizvodnja d.o.o.

Hrvatski operator prijenosnog sustava d.d.
HEP Toplinarstvo d.o.o.

Currentportionof leases

Receivabledor long-term leasefrom related parties

2023 2022
33,925 100,516
1,189 9,298
3,587 5,263
- 254

- 94
38,701 115,425
(15) (22)

- (€Y)

(15) (23)

31 December 202:

31 December 202.

1,061,088 1,044229
976964 1,025317
124309 124,405

23174 22916
33,508 30,157
1,344 1,379
231 182

100 112

146 189

481 654

2.221.3% 2.249.54C

31 December 202!

31 December 202.

96 156

31 57

19 29

9 10

155 252
2,221,500 2,24979
(164,117) (164,887)
2,057,383 2,084,905
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32. RELATED PARTY TRANSACTIONS (continued)

The table below shows the expectetliscounted cash flows from finance lease receivables over the next 5 years:

in EUR 6000 31 December 202: 31 December 202:
Expectedreceiptsunder finance lease
Yearl 164,117 164,887
Year2 164,117 164,887
Year3 164,117 164,887
Year4d 164,117 164,887
Year5 164,117 164,887
After year5 1,400,76C 1,425,10¢
2,221,345 2,249540
in EUR 6000 31 December 202. 31 December 202.

Receivables from longterm loans from related parties

Energetski park Korlat d.o.o. - 23.281
Hrvatski operator prijenosnog sustava d.d. 69,228 81,549
Plomin Holding d.o.o. 15,626 15716
HEP Plin d.o.o. 6,903 8,280
HEP ESCO d.o.o0. 6,525 8,357
HEP Opskrba d.o.o. 1,727 1,727
SUNLANA ELEKTRANA VIS d.o.o 845 988
HEP Telekomunikacije d.o.o. 2,775 1,725
103629 141,623
Current portion (9,895) (19,369)
93,734 122,254

Receivabledrom long-term loansrelated parties
Receivables fosubloan- HEP ESCO d.o.o0. - 330
- 330
Current maturity - (330)
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32. RELATED PARTY TRANSACTIONS (continued)

Receivables for a loan from HEESCO d.o.o0. are based on contracts concluded between the Company and -
institutions intended for financing energy efficiency projects. The Compamjoanbkd funds from dedicated loans
HEP-ESCO d.o.0. under thersa conditions. On 30 June 2020, companies HEP d.d. andB$E® d.o.o. signed tt
Sub loan Agreement no. 5/2020. The aforementioned agreement defines mutual rights and obligations arising
loan approved by the German development bank KfW, givenpaa of the aforementioned obligations, in cer
percentages of participation in these financial arrangements, was sub loaned -E8S88Pd.o.0. under the sar
financing conditions, HEESCO undertakes to return the allocated part of the principahtardst for these sdbans.

On 30 December 2023, HEESCO d.o.0. settled its liabilities under theb loanAgreement no. 5/2020

in EUR 0000 31 December 202: 31 December 202:

Loan receivables from companies with participating interests
Male hidre d.o.o0. 5,367 3,106

5,367 3,106

. 2,330,496 2,394,851
Total long-term receivables/loans
Total current portion (174,012) (184,586)
Total long-term loansgiven 2,156,484 2,210,265

Property, plant and equipment and intangible assets are leased from the Company to affiliated companies based on book
value (except HOPS from 1 July 2013 and HEP Telekomunikacije). Leases of property, plant, equipment and intangible
assets are classified finance leases because the lessee accepts almost all the benefits and risks of ownership. Leases
bear interest only up to the level to which the lessor has obtained funds to finance the asset in question from external
sources. The abovmentioned assetre stated at acquisition cost with the aim of showing the fixed assets in question

at their book value at which the Company initially stated them
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32. RELATED PARTY TRANSACTIONS (continued)

Loansgivento companies withithe HEP Group(overview)

Thesdoansweregiven onthefollowing conditions:

Loan Year of Interest rate Maturit Loan amount 31 December 31 December
beneficiary: approval Y approved 2023 2022
in EUR in EUR in EUR
HEP-
Telekomunikacije 2018 3% 31 March 2022 9,821 2,775 1,725
d.o.o.
. one time, no later
Energetski  park 19 3.42% than 30 June 79,634 - 23,281
Korlat d.o.o.
2024
HEP Plin d.o.o. 2019 3.42% 5 years 1,016 557 665
HEP Plin d.o.o. 2020 3.42% 5 years 10,153 6,346 7,615
g'grg'“ Holding 5555 3% 5 years 17,308 15,626 15,716
HEP — Opsiaba 5020 3% 5 years 1,727 1,727 1,727
HEP ESCO d.o.o. 2021 3% 3 years 2,681 - 2,682
HEP ESCO d.o.o. 2022 3% 3 years 2,032 2,024 1,175
HEP ESCO d.o.o. 2022 3% 5 years 4,500 4,501 4,500
SUNLANA 4 years with a
ELEKTRANA VIS 2020 3.42% grace period of 1 258 99 149
d.o.o. year
SUNLANA
ELEKTRANA VIS 2022 3% 5 years 1,564 746 839
d.o.o.
Hrvatski operator
prilenosnog 2020 1.7% fixed 31 December 18,817 - 4,704
2023
sustava d.d.
Hrvatski operator
prijenosnog 2020 1.72%fixed 30 April 2025 23,474 8,803 14,671
sustava d.d.
Hrvatski operator 4 years with a
prijenosnog 2021 1.10%fixed grace period of 6 6,994 3,497 5,246
sustava d.d. months
Hrvatski operator
prijenosnog 2022 3% fixed S5years 56,928 56,928 56,928
sustava d.d.
Total 236907 103629 141623
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32. RELATED PARTY TRANSACTIONS (continued)

Receivables from related parties (shorterm):

: . 31 Decembel 31 Decembet
in EUR 6000 2023 2022
Current receivables
Receivabledrom HEP Elektrad.o.o0. forelectricitysold 222,688 151,564
R_ecgvaplesﬁrom HEP Operatodistribucijskogsustaval.o.o.for lossesn the 13,336 24.743
distribution network
Receivablesrom HEP Opskrba d.o.dor electricitysold 148,851 116,882
Receivable$rom Hrvatskioperator prijenosnogustaval.o.o.for transmission 208 366
networklosses
Receivablesrom HEP Energijad.o.o.Ljubljana 45,677 39,272
Receivable$rom HEP Energija d.o.0.Belgradefor electricitysold - 625
Receivabledrom HEP Energijad.o.0.Mostarfor electricitysold 566 2,532
Receivable$or balancingelectricity 6,043 38,696
Otherreceivables 3,489 3,499
440858 378179
Receivables for administrativeexpenses
HEP Proizvodnja d.o.o. - 2,250
HEP Operator distribucijskog sustava d.o.o. 3,857 2,132
HEP Toplinarstvo d.o.o. 265 1,239
HEP Plin d.o.o. 268 1,128
HEP Upravljanje imovinom d.o.o. 68 1,072
HEP Trgovina d.o.o. 260 45
HEP Opskrba d.o.o. 535 666
HEP ESCO d.o.o. 115 44
HEP Telekomunikacije d.o.o. 25 46
HEP Elektra d.o.o. 3,084 554
VHS Zapregil d.o.o. 13 6
Energetski park Korlat d.o.o. 22 32
8,512 9,214
Current receivables based on lease tiusiness premises
HEP Proizvodnja d.o.o. 4,904 11,136
HEP Toplinarstvo d.o.o. 1,944 11,829
HEP Operator distribucijskog sustava d.o.o. 16,285 16,845
HEP Plin d.o.o. 695 1,950
HEP Upravljanje imovinom d.o.o. 153 1,019
HEP Trgovina d.o.o. 5 4
HEP Opskrba d.o.o. 3 8
HEP ESCO d.o.o. 9 -
HEP Elektra d.o.o. 8 38
24,006 42,829
Other current receivables 102738 182603
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32. RELATED PARTY TRANSACTIONS (continued)

: . 31 December 31 Decembel
in EUR 6000 2023 202
Receivables for paid investments and other receivables
HEP Proizvodnja d.o.o. 52,735 36,574
Hrvatski operator prijenosnog sustava d.d. 2,601 3,340
HEP Operator distribucijskog sustava d.d. 87,588 88,655
HEP Toplinarstvo d.o.o. 12,791 11,179
HEP Plin d.o.o 3,794 7,010
HEP ESCO d.o.o. 135 117
HEP NOCd.o.0. 198 185
HEPTrgovina d.o.o. 5 6
HEP Opskrba d.o.o. 2,954 2,997
HEP Upravljanje imovinom d.o.o. 1,604 1,357
HEP Elektra d.o.o. 28 28
164,433 151,448
Receivables for investment and other material sold
HEP Operator distribucijskogustava d.o.o. - 41,605
HEP Plin d.o.o. 356 356
356 41,961
Other receivables
HEP Plin d.o.o. 2,618 3,402
SE Vis d.o.o. 843 -
HEP Telekomunikacije d.o.o. - 581
HEP ESCO d.o.o0. 2,088 1,557
Energetski parkKorlat d.o.o. 32811 9,375
38,360 14,915
Receivables for shoriterm loans granted
HEP Energija d.o.0. Beograd 80 80
HEP Energija sh.p.k. Kosovo 185 150
HEP ESCO d.o.o0. - 2,951
Hrvatski operator prijenosnagystava d.d. - 10,617
265 13798
Receivables from related parties (total) 779528 834,947
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32. RELATED PARTY TRANSACTIONS (continued)

31 31
in EUR 6000 December December
2023 2022
Short-term liabilities
HEP Proizvodnjad.o.o.for electricity 240,904 277,712
EnergetskparkKorlat d.o.o.for electricity 3,145 3,216
SUNLANA ELEKTRANA POREL d.o. o. 106 23
Ornatus d.o.ofor electricity - 26
S UNL A HIEKTRANA VIS d.o.o.for electricity 9 32
HEP Opskrbad.o.0.for compensatiofrom RESprocurement 3,139 4,215
HEP Opskrbad.o.o0.for electricitysupplycompensation 3,597 3,826
HEP Trgovinad.o.o.for tradingfee 16 110
HEP Elektra d.o.ofor compensating thdifference in price decree of the
Government of the Republic of Croatia 258124 -
HOPSd.o.0.- Liabilities for balancingenergy 1,104 36,015
Liabilities under guaranteex electricityorigin-HEP Proizvodnjad.o.o. 30 37
Liabilities for guarantee of electricity origiin.Energetski park Korlat d.o.o. 109 40
HEP Proizvodnja liability basedntheassignmenagreement 107,632 107,630
Other 3,173 2,158
621,088 435040
Liabilities to HEP ODS d.o.0. (i) 75,000 -
75,000 -
Other liabilities
HEP Operatoistribucijskogsustaval.o.o.
- for paidconnections fees 20,183 20,912
- for cashpaid intothetreasury 19,029 65,955
- for customepaymentsandpaidinvestmentgrom subaccounts 2,114 5,190
HEP Elektrad.o.o.for cashpaidinto thetreasury 39,527 83,751
Liabilities to othercompaniedor customepaymentandinvestmentpaidfrom
subaccounts 20,113 17,137
100,966 192945
HEP Energijad.o.0.Beogradfor electricity delivered - 104
HEP Energija d.o.0. Mostafor electricity delivered 122 1,370
122 1,474
Total short-term liabilities
797,176 629459
0] On 28 December 2023, the Company signed Addendum | to the Agreement on a ftegdiwevolving

loan with HEROperator distribucijskog sistema d.o.0. by which the loan of EUR 92,906 thousand
increased by an additional EUR 50,000 thousand to the amount Rf 42,906 thousand for more
efficient cash flow management of the Group members and ensuring faster realization of additional
reserves
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32. RELATED PARTY TRANSACTIONS (continued)

Rel ations with the asg.e.oaréshdwnidthefdlomngtable: NE Kr gk o
: . 31 Decembel 31 Decembel
in EUR 6000 2023 2022
NE Krgko d.o. o.
Liabilities for purchasedlectricity 12,438 4,732
Costof purchasealectricity 118,185 92,110
Salesrevenue Procurement cost
in EUR 6000 2023 2022 2023 2022
Companies that are majority
owned by the State
Hrvatska pogta d - - 1,069 1,047
Hr vat ske gume d. - - 466 243
Jadrolinija d.o.o. - - - -
Narodne novine d.d. - - 16 41
Hrvatska radio televizija - - 10 10
Plinacro d.o.o. 4,390 - 10,761 8,056
Ministry of the Interior 19 25 - -
Universities and colleges - - 41 48
Health institutions and organization 8 8 - -
Other users - - 817 342
HROTE d.o.o. 8,020 6,714 9,585 12,101
12,437 6,747 22,765 21,888
Receivables Liabilities
. . 31 December 31 December 31 December
in EUR 6000 31 December 2023 202 2023 202
Companies that are majority
owned by the State
Hr vat ska pogta d - - 92 103
Narodne novine d.d. - - 1 2
Plinacro d.o.o. 1,082 - 1,881 1,610
HROTE d.o.o. 147 599 413 94
Other users 16 15 205 136
1,245 614 2,592 1,945
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33. CONTINGENCIES AND COMMITMENTS

Disputes

In 2023, the Company booked provisions for court cases that were estimated to be unlikely to be resolved in favour of H
d.d. and subsidiaries. The Company has lemgn investments in the territory of Bosnia and Herzegovina and Serbia, in the
amount of EUR 165,103 thousand. During the conversion of the Company into-stgaiicompany in 1994, this amount
was excluded from thnet asset value.

The Company has loAgrm investments in neaperating assets on the territory of Bosnia and Herzegovina and Montenegro
in the amount of EUR 96 thousand, which are excluded from the net asset value.

Operational liabilities

As part of regular investment activities, the Company concluded contracts on 31 December 2023, according to whi
investments in various facilities and equipment were started, but not completed. The value of contracted unfinished works
the most signitant projects amounted to EUR 103,234 thousand (2022: EUR 137,984 thousand).

The Company is a shareholder in the companies HEBplinarstvo d.o.o., HEP Upravljanje imovinom d.o.o. and HEP
Elektra d.o.o. which record losses from operations, and is eagdyovide all the funds necessary for these companies to
continue operating and fulfil their due liabilities..

Environmental Protection

The Company continuously monitors and analyses the impact of its business processes on the environment. The r
important indicators of such impacts are emissions of polluting substances into the air and the amount of production we
generated, which thEompany reports on in a timely and objective manner to competent institutions, loga\atiment

units and the interested public. The Company reports on its impacts on the environment, economy and society in
framework of norfinancial sustainabily reports prepared according to the guidelines of the GIBlbal Reporting Initiative,

and since 2017 according to the GRI standard guidelines. Sustainability reports have been published since 2015 on the |
Company websitédttp://www.hep.hr/ehepgrupi/publikacije/izviesca-odrzivosti/1401 Employees engaged in nature and
environmental protection are additionally trained at seminars and workshops, where they arelinfmyatehe obligations

and activities arising from the provisions of legal regulations in the field of nature and environmental protection. All o
HEP's thermal energy plants with a nominal input heat output of more than 50 MW have obtained Decisions c
environmental permits from the competent Ministry for Environmental Protection. All of HEP's thermal power plants with ¢
rated input thermal power of more than 50 MW have obtained Decisions on environmental permits from the compete
Ministry for Environnental Protection. On 31 December 2023, the environmental permits for the Rijeka TPP and Jertove
TPP plants were no longer valid, due to the expiration of the Exemption for a limited lifetime. Per the above, the Manageme
of HEP d.d. made two new DecisgnThe decision to terminate the operation of the 320 MW unit at the Rijeka Thermal
Power Plant and the Decision to limit the power of the gas turbine units PT1 and PT2 at the KTE Jertovec. An amendmen
the environmental permit for ELO Zagreb was rested, for GVE permission for PT1 and PT2 at the level of the existing
Exemption for heating plants (expired on 31 December 2022), but only until the time of commissioning of the new block L.
By the decision of the Company's Management Board in 2012dedraystem for greenhouse gas emissioils were
established, and the Republic of Croatia and HEP joined the European System for Trading Greenhouse Gas Emission L
(EU-ETS) on 1 January 2013. The Croatian Environment and Nature Agency (as of 1 January 2019 attached to the Minis
of Environmental Ratection and Energy, and now the Ministry of Energy and Sustainable Development) opened, based c
the Company's request, nine plant operator accounts in the EU registry. The OsijdlopliaBrstvo plant was excluded
from the EUETS based on Article 40 tfie Act on Climate Change and Ozone Layer Protection (OG 127/19).

In March 2023, HEP returned 2,700 excessively allocated free emission units to-Ti@ SJi8ak plant based on the Decision

of the European Commission for the years 2021 and 2022. HEP repdhs amounts of free emission units allocated in the
framework of norfinancial reportshttp://www.hep.hr/ehepgrupi/publikacije/izvjesca-odrzivosti/1401 and in thesection
Environment- Air and climate protection httpswww.hep.hr/odrzivost-okolis/zastitazrakai-klimatske projmene/emisije
staklenickihplinova/158
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Notes to the Annual Unconsolidated Financial Statements HEP d.d. (continued)
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33. CONTINGENCIES AND COMMITMENTS (continued)
Environmental Protection (continued)

In April, the total CO2 emission units were submitted to the EU Registry for 2022. The total CO2 emissions for the year 20:
amounted to 3,065909 tons, for the EU Registry it was necessary to submit 2,890,371 EUAs, and the cost was EU
255,805,754. For comparison, the average price at which Hg®Vina d.0.0. bought EUA in 2021 was EUR 39.60, while in
2022 it was EUR 91.19. HEProizvodnja cb.o0. does not participate in the strategy of purchasing emission units, but is
obliged to cover all incurred costs. Compared to the year 2022, there was a reduction in CO2 emissions into the air due
reduced total production of thermal energy frompteant

In 2023, the 2022 Business and Sustainability Report for the Company was completed according to the guidelines of

Global Reporting Initiative Standard (GRI Standard). The sustainability report was published on the Company's website
Croatian and Engh. From 2020, the nefinancial sustainability report is not published as an independent report but

integrated with the business report and is called the Business and Sustainability Report. In order to reduce the amour
waste and save natural resos,aae report was not printed, but was published only in digital form.

Report on the status of the preparation of the notinancial report on the sustainability of the HEP Group for the year
2023

The report on the operations and sustainability of thd® HEHoup for the year 2023 was prepared by the Controlling
Department. The Department for Strategy and Development edits the environmental part of the Report, which include:
detailed presentation of environmental indicatera presentation of data on @wnmental protection, investments and
projects related to specific activity segments and compliance with GRI indicators. The chapter also includes representat
stories and case studies describing the approach to accountability and sustainabilityth&/materisions of the current
Accounting Act, the Report was published on HEP's website within the given deadline. The Report is published as well as
previous nine sustainability reports at the following linkttp://www.hep.hr/ehepgrupi/publikacije/izvjesca-
odrzivosti/1401

In cooperation with the Controlling Department, the Management is conducting market research and the search for compa
that can assess themapliance of activities with the EU Taxonomy for the entire HEP Group, as well as consultants who will
participate in the preparatory activities for the new reporting era according to the CRSD Directive, according to which tk
HEP Group must report from Aduary 2025

Management systems according to ISO standards

HEP d.d., HEP upravljanje imovinom i HEP Proizvodnée&e integrated and certified management systems according to ISO
standards 9001:2015, 14001:2015, 5000:2018 and 45001:2018. HEP Toplimastuatroduced and certified integrated
quality, environmental and energy management systems, and HEP Operator distribucijskog sustava has introduced
certified environmental, quality and occupational health and safety management systems.

HEP d.d. hasntroduced and certified information and cyber security management system according to ISO standal
27001:2018. The management of HEP d.d. adopted and published the Quality, Environmental Protection, Ener
Management and Occupational Health and Safetigyfdr HEP d.d. companies. and HEP Upravljanje imovinom d.o.0. The
management boards of HEP Proizvodnja, HEP Operator distribucijskog sustava and HEP Toplinarstvo adopted and publis
their policies for integrated systems according to ISO standards{ERdpskrba for quality management.

All 26 hydropower plants of HEP have a TUV SUD certificate for the production of electricity from renewable sources
green energy

Policies and certificates are publicly published on our website. Compliance with theeneents of legal regulations and

with other requirements that HEP Group companies have undertakiifiltois analysedand evaluated based on the
established procedure for the application of legal and other requirements
https://www.hep.hr/éhepgrupi/sustaviupravljanjapremaiso-normama/170
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Notes to the Annual Unconsolidated Financial Statements HEP d.d. (continued)
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33. CONTINGENCIES AND COMMITMENTS (continued)

HEP Opskrba was the first on the electricity market in the Republic of Croatia to offer a unique praditm. It is green
energy obtained exclusively from renewable sources. The origin of the electricity used by ZelEn customers is proven
cancellinga sufficient number of guarantees of the electricity origin in the register of guarantees of electricity origir
maintained by the Croatian Energy Market Operator (HROTE). Funds collected from the sale of ZelEn are collected in
special fund and are inteed exclusively for investment in energy efficiency projects and renewable energy sources
integrated into buildings used by public sector institutions in education, healthcare and social welfare activities. The
projects are implemented by HEP ESCO, a mamab the HEP Group. As part of the fifth donation cycle, two projects were
realized intheareadar agdin Count y; in the School of Electrical
was taken towards a more modern and efficientilngalystem, replacing the existing gas boild@ise project will enable an
annual saving of about 280 thousand kWh of energy from a fossil source, which will result in a reduction of CO2 emissio
by approximately 62 tons. Another donated project enableit Pot o| i | Ki ndergarten in Jal
power plant, which thus got its own renewable source of electricity. The annual production of the solar power plant w
amount to 10.7 thousand kWh of electricity, which will enable anraxhgs of more than 4 thousand kWh of electricity
from conventional sources and a reduction of CO2 emissions by 0.64 tons. In 2023, customers of HEP Opskrba were invoi
for 1,174,654 MWh (customers with contracts for ZelEn), and an additional 1,646@80wére invoiced for green public
procurement. In 2023, 422,355 MWh of green energy was delivered to customers of HEP Energija in. Slovenia

Environmental incidents

In 2023, there were no environmental incidents.

According to the announcement of the County Operatomstreof the PrimorjeGorski Kotar County, the remediation of
pollution from the extraordinary event of fuel oil leakage at the Rijeka Thermal Power Plant from November 2022 wa
completed in Decemb&023.

Requlatory compliance and inspections

In 2023, Assessments of compliance with legal requirements and relevant requests of interested parties at the leviel of the
power plants and GHE for 2023 were prepared. Also, the representative of the Cdorptey Integrated Management
System (IMS) keeps records of the applicable legislation and other requirements related to the IMS and informs t
coordinators/representatives for the IMS at the plant locations and production areas of all changes.

In the previous period, there were no deviations from legal regulations. Given the frequent changes in environment
legislation, HEPProizvodnja d.o.o. undertakes timely activities related to obtaining permits, concessions, implementation c
projects and other agtties arising from legal regulations and requirements of competent authorities.

Environment al protection inspections were carried out
inspections.

In March 2023, an inspection was carrimat at HPP Senj by the water inspection. A misdemeanour report was issued, after
which an audit was conducted of all documents for reporting data to Hrvatske vode. Data are sent regularly. An inspectior
the field of fire protection was also carried atitHPP Senj. Observations from supervision have been successfully resolved.

In HPP Dubrovnik and TE Plomin, water inspections were carried out. There were no reported irregularities.

By extending the Decision, the Water Inspection ordered KTE Jertovebabilitate the internal drainage system and obtain
proof ofwater tightnessf the rehabilitated parts by 30 March 2024.

I n 2023, the HPP nale was subject to regular fire pre\
inspectionsupervision of pressurized equipment. No measures were imposed during the inspections.

Coordinated inspections, including environmental protection, civil protection, fire protection, occupational safety, safet
management systems, sanitary inspectmassure equipment inspection and electric power inspection, were carried out at
the Sisak TETO, Osijek TETO and TE Rijeka.

Observations from the supervision in the areéirefprotection and explosives and the arerefssurized equipment in TE
TO Sisak have been resolved.
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33. CONTINGENCIES AND COMMITMENTS (continued)

In TE-TO Osijek, the electric power inspection had a request to implement the measure (without an administrative decisi
issued), which was carried out within the deadline.

Irregularities from the supervision of fire protection and occupational safety at TE Rijeka were eliminated within the give
deadline. The inspection of the Seveso plant resulted in the recommendation for the revision of the internal documentat
definingthe maintenance procedures for the fuel tanks. The recommendation was accepted and implemented through the
system.

In TE-TO Zagreb, inspection supervision of the trading system of emission units of greenhouse gases and stationary sou
of pollutantsin the air was carried out. Based on the supervision, no administrative proceedings were initiated.

In May 2023, a part of the ELO Zagreb plant was flooded due to the rupture of a water pipe on the subcontractor's route
The flood was successfully repad without major material damage.

in EUR 6000 2023 2022
Costof gas

Costof gas- marketsupplyandpublic service 91,302 7,718
Procurement of gas for sal&overnment regulation 91,275 14,175
rPerglcjzll;rt(iaor?]ent of gas from storage $ate to HEP Group companie&overnment 115,324 10,994
Thecostof gasfor saleto the CTS production Government regulation 26,154 -
Cost of gasi market supply 324,055 32,887

The purchase value of gas sdtdm storage to HEP companies increased compared to 2022 since in 2023, the sale of ge
procured based on the Decision of the Government of the Republic of Croatia on securing gas supplies on the territory of
Republic of Croatia started in 2023 (OffitiGazette 63/22).

Decision OG 37/23 defines the categories of customers to whom gas is supplied from the Republic of Croatia for the need
public service: customers in the household category, customers of thermal energy from an independent kemtiagdsys
other protected gas customers from the Regulation on the criteria for acquiring the status of a protected customer
conditions of crisis conditions in gas supply NN 65/15

Water Act

The Water Act, which entered into force on 1 January 2010 raised the issue of property status; accumulation lakes
ancillary facilities (canals, embankments, etc.), which is used for the production of electricity from hydropower pthats for
reason tht they are defined as a public water resource in general use owned by the Republic of Croatia. HEP Group acqui
the said property through toll collection from their previous owners, by uniting an extremely large number of plots, whic
were submerged bihe construction of the dam and thus an accumulation was created. Several proceedings are underway
register the ownership of the Republic of Croatia on these properties, part of which was carried out in favour of thee Repuk
of Croatia, part of the respst for registration of ownership of the Republic of Croatia was rejected by the competent courts
and one is pending.

In May 2018, the Act on Amendments to the Water Act (OG No. 46/18) entered into force, according to which the Republ
of Croatia estdishes the right to build for constructed water structures for the production of electricity built and invested by
HEP d.d, that is, its predecessors, in favour of HEP d.d, free of charge for a period of 99 years. An exception to t
establishment of buildg rights is provided for parts of water structures that consist of reservoirs, inflow and outflow

channels and tunnels. During the construction right in question, HEP d.d acquires the right to manage the public good / I
on which the buildings for thproduction of electricity were built, as well as the accumulations and supply and drainage
canals and tunnels on behalf of the Republic of Croatia. The right of management includes, inter alia, the right tealise the
estate in question. In order to irephent the provisions of the Act on Amendments to the Water Act (OG No. 46/18), HEP d.d
is obliged to initiate relevant procedures for registration of these rights in the land register and to obtain an appropri
subdivision study which must be harmonizeith Croatian Waters and which will be the basis for the issuance of a tabular

document for the registration of construction rights over the buildings in question. An appropriate subdivision stusly will al

be the basis for the correct classification ofell assets between the groups of intangible and tangible assets, which is
currently recorded in the business books of HEP Group in the total amount as tangible assets.
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33. CONTINGENCIES AND COMMITMENTS (continued)
Water Act (continued)

All of the above will have an impact on the classification of assets within the groups of intangible and tangible assets a
accordingly, on the change in the useful life of the part of assets that consequently affects the present value ghassets ir
Statemat of Financial Position and depreciation expense in the income statement. However, a material impact on t
financial statements as a whole is not expecfedendments to the Water Act, which came into effect on 4 May 2023
(Official Gazette 47/23), did manake any changes related to water structures for the electricity production.

34. FINANCIAL RISK MANAGEMENT

Capital risk management

The Company manages capital to ensure that the Company will be able to continue with an unlimited life of operkgions wh
at the same time increasing the return to owners through optimizing the ratio of debt to equity.

The structure of the Company's sources of financing consists of debt, which includes loans and issued bonds presented in
26, cash and cash equivalerasd capital attributable to owners, which consists of share capital, legal and other reserves ar
retained earnings.

Debt indicator

The Management monitors the structure of funding sources on aaseodl basis. As part of this monitoring, the
Managementakes into account the cost of financing and the risks associated with each of the classes of financing sourc
The debtto-equity ratio at the end of the year can be shown as follows:

in EUR 6000 31 December 202: 31 December
2022
C C
Debt 2,216,91t 1,499,73¢
Cashandcashequivalents (249,857) (161,982)
Netdebt 1,967,05¢ 1,337,757
Capital 2,877,24¢€ 2,922,93C
Net debt to equity ratio 68.37% 45.77%
Categories of financial instruments
. 31 Decembet 31 Decembet
In EUR 6000 2023 2022
Financial assets
Financialassetstfair valuethroughothercomprehensivencome 44,838 42,305
Loansgiven 2,330,49¢ 2,394,851
Receivabledrom customerandrelatedcompanies 798,494 851,960
Cashandcashequivalents 249,857 161,982
Otherlong-termandshorttermreceivables 652,052 40,755
Financial liabilities
Liabilities for long-termloans 2,216,91¢ 1,499,73¢
Liabilities to affiliated companies 797,176 629,459
Leasdiabilities 646 810
Otherliabilities 334,912 487,613
HRVATSKA ELEKTROPRIVREDAUd.d, Zagreb 78



Notes to the Annual Unconsolidated Financial Statements HEP d.d. (continued)
for the year ended 31 December 2023

34. FINANCIAL RISK MANAGEMENT (continued)

Objectives of financial risk management

The treasury function within the Company provides business support to companies, coordinates access to domestic and
international money and capital markets, monitors and manages financial risk related to the operations of Company
companies through internal risk reports that analyse exposure by degree and impact of risk. These risks include market risl|
(including curreng risk, fair value interest rate risk and price risk), credit risk, liquidity risk and cash flow interest rate risk.

Market risk

The Company's activities are primarily exposed to the financial risk of changes in foreign currency exchange rates @
interest rates (see below). Exposure to market risk is monitored and managed through sensitivity analysis. There were
changes in the Company's exposure to market risk or the way risk is managed and measured.

Currency risk management

The Company carriesut certain transactions denominated in foreign currencies, on the basis of which it is exposed t
changes in the exchange rate of foreign currencies. Currency exposure is managed within approved policy parameters thr
the use of currency exchange cawcts. The book value of the Company's cash assets and liabilities denominated in foreigi
currency at the reporting date is as follows:

in EUR 6 Assets Liabilities
31 December 2023 31 December 2022 31 December 2023 31 December 2022

EUR - 177,823 - 1,198894
USD 102 1,100 120451 120451

Foreign currency sensitivity analysis

The Company is exposed to currency risk in the event of a change in the exchange rate of the US dollar (USD). The follow
table shows the analysis of the effects ahange in the EUR exchange rate through a 10% increase or decrease in value
compared to the US dollar. The 10% rate is used in the Management's internal reporting on foreign currency risk a
represents the Management's assessment of reasonably posailgjescim foreign currency exchange rates. The analysis is
performed only for receivables and liabilities denominated in foreign currency and represents an adjustment of their value
the end of the period for a 10% exchange rate change. A positive/megatount lower in the table indicates an increase in
profit or other components of capital if the EUR would strengthen by 10%. In the event of a 10% weakening of the EU
against the relevant currency, the effect would be the same, but in a negative amount.
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34. FINANCIAL RISK MANAGEMENT (continued)

2023 2022
in '000 EUR
EUR changeeffect
Gain or loss - (769,326)
USD changeeffect
Gain or loss 9,901 (84,314)

Interestrate risk management

The Company is exposeditterest rate risk because it enters into loan agreements with variable interest rates. The
Company's exposure to interest rates on financial assets and liabilities is presented in detail under the dlifb&htying
risk managementhe Company managd#ss risk by maintaining an appropriate fixed and floating i@@eratio in its loan
portfolio

In case of increase or decrease of interest rates by 50 base units, and all other variables remain unchanged:

A The loss for the year ended 31 December 20@3d increase by EUR 5,817 thousand (2022: EUR 4,080 thousand),
based on exposure to interest rate risk. This is mainly attributable to the Company's interest rate exposure on float
rate loans; 52.51% of the Company's debt is at a variable intere2022: 58.83%)

A The Company's interest rate sensitivity increased during the current period due to the increase in the share of lo
contracted at a variable interest rate in the total debt and due to the increase in reference interest rates dn the mar

Creditrisk management

Creditrisk refersto the risk thatthe otherparty will fail to meetits contractualobligations resultingn a financialloss to the
Company. The Company is the largest producer of electricity in the Republic of Croatiasaruth asas aublic obligation
to provide its services to all consumers, at all locations in the country, regardless of theiskrediociatedvith certain
consumersTradereceivablesnet,aredistributedto a significantnumberof customersn differentindustriesandgeographical
areas.

The Company has no significant credit risk exposure to any customer or company of customers witthsiradégristicsA
Company definesustomergo havesimilar characteristic theyarerelated persons.

Creditrisk relatedto tradereceivablegelatesprimarily to receivablefrom economicentities,especiallythoseina difficult
financial situation. Credit risks related to claims on households are limited due to the possiliiggoohection from the
supply network.

The carrying amount of financial assets presented in the unconsoliitzedial statements, net of impairment losses,
represents the Company's maximum exposure to credit risk witdonginto accountthe valueof collateralcollected.

Liquidity risk management

The ultimate responsibilityfor liquidity risk managemenlies with the Company'sManagemenBoard, which hasbuilt an
appropriatdiquidity risk managemerframeworkto manageheshortterm, mediumtermandlong-ternliquidity management
needs of the Company. The Company manages this risk by maintaining adequate reservémnmobasks and other
sources of financing, by constantly monitoring projected and actual cash flowsoenmhringthe maturity profiles of
financial assetandliabilities.
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34. FINANCIAL RISK MANAGEMENT (continued)
Tables for interest and liquidity risk
The following table details the Company's remaining contractual maturities federorative financialiabilities. The

table has been prepared based on undiscounted cash flows of financial liabilities based on the earliest date on which the
Company can be required to pay.

Maturity of non-derivative financial assets

Weighted
in EUR 6000 sveraae tﬁessi 13' 3-12 1.5  Overs Total
 effective an months years years
interest rate month months
31 Dec 2023
Liabilities for long-term
loans 3.61% 922,295 52,069 59,362 1,280,628 91,213 2,405,567
Liabilities to affiliated
companies 207,739 451,632 137,805 - - 797,176
Leasdiabilities 12 21 163 450 - 646
Otherliabilities 197,447 1,287 - 110,198 - 308,932
Total 1,327,493 505009 197,330 1,391,276 91,213 3,512,321
31 Dec 2022
Liabilities for longterm
loans 2.50% 4,651 8,239 37,028 1,430,383 94,759 1,575,060
Liabilities to affiliated
companies 235,897 393,562 - - - 629,459
Leasdiabilities 13 13 288 496 _ 810
Otherliabilities 336,176 17,495 61 114,173 - 467,905
Total 576,737 419,309 37,377 1,545,052 94,759 2,673,234

The Company has access to funding sources. The total unused amount at the end of the reporting period is EUR 20,595
thousand. The Company expects to settle its other obligations from operating cash flows, inflows from overdue
financial assets and from sa@es of financing..

Fair valueof financial instruments
Thefair valueof financialassetandfinancialliabilities is determinedasfollows:

1 The fair value of financial assets and financial liabilities with standard terms and conditions tredeate
in activeliquid markets igletermined byeferenceo the quotedmarketprice.

1 Thefair value of otherfinancial assetsandfinancial liabilities is determinedn accordancevith generally
accepted pricing models based on discounted cash flow analsisig prices from existing market
transactions.

The fair value of derivative instruments is calculated using the quoted prices. Where such prices\aitabiet,
discountedcashflow analysisusingthe applicableyield curvefor the periodof nonderivative financial instrumentss
used.

34. FINANCIAL RISK MANAGEMENT (continued)
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Fair valueindicatorsrecognizedn the statemenbf financial position

The table analyses financial instruments that, after initial recognition, haverdskered to fair value, classifiddto
threegroupsin accordancevith IFRS 13:

1. level of available indicators - fair value indicators are derived from (unadjusted)prices quoted in active
marketsfor identicalasset@ndidentical liabilities

2. level of availableindicators- fair valueindicatorsare derivedfrom dataotherthanquotedpricesfrom level 1 and
relateto the observedasseor liability (i.e. their prices) oindirectly (derived fromprices)

3. level of indicators- indicatorsderivedusing valuationmethodsin which dataon assetor liabilities that arenot
basednavailablemarketdata (unavailablenput data) are used asputdata.

in EUR 6000 Level 1 Level 2 Level 3 Total

31 December 2023
Financialassetat fair valuethroughother

comprehensivencome 44,838 - - 44,838
Investmenproperty - 6,566 - 6,566
31 December 2022

Financial assets at fair value through other 42,305 - - 42,305
comprehensive income

Investmenproperty - 6,276 - 6,276

35. OTHER DISCLOSURES

The contracted services of the statutory audit of the annual financial statements of the Group's companies for 2023 were
contracted for EUR 244 thousand (2022: EUR 162 thousand).
The agreed tax consulting fee for 2023 is EURMfusand (2022: EUR 20 thousand).

In 2023, the Company has the following financial liabilities that are not included in the balance sheet: promissory notes
issued in the amount of EUR 782,196 thousand (2022: EUR 8,176 thousand), guarantees givenduarthefdR
42,833 thousand (2022: EUR 46,584 thousand) and warranties of EUR 1,858 thousand (2022: EUR 1,858 thousand).
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36. EVENTS AFTER THE REPORTING DATE

On 14 March 2024, the Government of the Republic of Croatia adopted a Decree amendingpdeichenting the
Decree on eliminating disturbances in the domestic energy market (Official Gazette 32/24), which extends special
measures from the Decree of 16 March 2023 (Official Gazette 31/23 ) as follows

o

o

o

electricity trade- method and conditionsf grice formation for certain categories of electricity customers,
supervision over the application of prices determined by the Decree until 30 September 2024,

the manner and conditions of price formation for certain categories of thermal energy custapemgsion

over the application of prices determined by the Decree until 30 September 2024,

gas trade method and conditions for gas price formation, ensuring conditions for security of gas supply for
certain categories of gas buyers, and special donditfor performing energy activities with gas until 30
September 2024.

According to the Decree on Amendments to the Decree on Eliminating Disturbances in the Domestic Energy Market
(Official Gazette 32/24), Article 7 of the Decree of 16 March 2023 régguehtural gas is amended and the following
is established:

o

Natural gas at the disposal of the company Hrvatska elektroprivreda d.d., following the Decision to secure gas
supplies on the territory of the Republic of Croatia for the heating season @D23(Dfficial Gazette 37/23)

can, at the user's request, be used for the needs of end customers of thermal energy on closed and central
heating systems, i.e. for the needs of customers of thermal energy in independent heating systems, including
thermal eergy suppliers, gas distributors to settle losses for distribution, and gas buyers from the business
category as defined by Article 3, Paragraph 3 of the Decree of 16 16 March 2023 (Official Gazette 31/23)

The company Hrvatska elektroprivreda d.d. is adaligo sell natural gas in the period from 1 August 2023 to

30 September 2024: for the needs of customers of heat energy from an independent heating system, for the
needs of end customers of heat energy on closed and central heating systems, and tceatheHBRPLIN

d.o.o. for the needs of gas buyers from the business category from Article 3, paragraph 3 of the Decree of 16
March 2023 (Official Gazette 31/23) in the amount determined by the gas procurement price from the
methodology from Article 5, paragph 9 of the Decree of 16 March 2023 (Official Gazette 31/23) increased

by a share of 76% of the cost of gas supply determined for an individual distribution area based on a tender for
the selection of a supplier under a public service obligation

The compny Hrvatska elektroprivreda d.d. is obliged to sell natural gas in the period from 1 August 2023 to
30 September 2024, in the amount determined by the gas procurement price from the methodology referred to
in Article 5, Paragraph 9 of the Regulation ofMérch 2023, to gas distributors to settle losses for distribution

of gas increased by the average cost of gas supply for all distribution areas of 0.0071 EUR/kWh

The gas price at which the company HEBEIN d.o.o. is obliged to sell gas to customers frém business
category from Article 3, paragraph 3 of the Regulation of 16 March 2023 and for the needs of end customers of
thermal energy on closed and central heating systems, is equal to the price of gas for households that use the
public gas supply serse on an individual distribution area, following the valid decision of the Croatian
Energy Regulatory Agency

in case of insufficient gas quantities, Hrvatska elektroprivreda id.@bliged to secure and deliver the
necessary quantities of natural gas and has the right to compensation in the amount of the difference between
the purchase price of natural gas and the price determined by the methodology from Article 5 paragraph 9 of
the Regulation of 16 March 2023 (Official Gazette 31/23) by the Ministry of Economy and Sustainable
Development

In addition to the above, after 31 December 2023, there were no events that would significantly affect the annual
unconsolidated financial sehents, which should therefore be published.
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