HEP - COMPANY PROFILE

Croatia and the SE European Energy Bridge
October 10th, 2014, Zagreb



HEP — STRONG PRESENCE IN ALL PARTS OF THE ENERGY VALUE CHAIN

Electricity utility with economies of scale

Favourable and

diversified power Dominant position in
generation mix with ° " Croatian energy market
access to low-cost benefitting from state
generation facilities ownership and support

Stable and predictable revenue stream

| I - e



HEP GROUP

perent company

Mission

sLbscharms comaanies owned wholly by —HEP 4.4,

. To provide secure and quality
s,J’m . . HEP Trade energy supply to customers, with a
_ high degree of social responsibility.

HEP
Renewable
Energy
Sources

Vision

. Plomin Training and = BT TETTG G
teisureand | SRPRIFIPIN | Education | MESSAYTES
Center
I -

HEP Group as a strong regional, modern
and socially responsible company,

Thermal LNG . . .

el T e recognized as an example of efficient

campanias in mized oxrershp

munications .
energy generation and supply to
e pE el LA ns mission cuEmpnnv outside Cu Sto m e rS .
gperalyr HEF Grouxr

" “Nuclear |
HORS* power plant |
e ek
SoEtem HEPdd.E |

funbund ed aggoedng T T T T T T
e e 170 moos

-



HEP GROUP 2013



ELECTRICITY PRODUCTION AND PROCUREMENT (GWh)

Hydro Power Plants 8,309 4,577 4,773 8,054

Thermal Power Plants 4,787 5,147 4,699 4,078
Krsko Nuclear Power Plant 2,690 2,951 2,622 2,518

Electricity Procurement 4,046 5,863 6,794 4,304

Planned and actual production in 2013 (HEP Generation Ltd)
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DAILY CURVES AND HIDROLOGY

1st
July
2013
Import
17%

24th
February
2014
Export
21%
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ENERGY EFFICIENCY & YEARLY ENERGY CONSUMPTION IN CROATIA

— HEP ESCO - subsidiary that develops,
implements and finances energy efficiency

projects on commercial basis 18.200 1

] 17.996 17.947

18.000
— Offering services: 17.800 - 17.697 7 667
= energy audits & certification :
T 17.600 - 17.526
= feasibility study <
= energy efficiency programs 27.400 - 17.296
= measurement and verification of 17.200 -
energy savings 17000 l
» [nternational cooperation, preparation
16.800 - , | , | |

and implementation of EU project
2008 2009 2010 2011 2012 2013

— potential for creating added value products to final customers









HEP GROUP AND RECENT DEVELOPMENTS IN CUSTOMER RELATIONS

— 2013/2014 launching of the:
= first market household product — ‘Hepi’
= campaign ‘HEP - More than electricity’
= green energy product ‘Zelen’ for industry customers
= eMobility

— Targets:

= new products and services (ie. services relating to the energy
efficiency projects)

= new distribution channels
= new marketing approach



RECENT DEVELOPMENTS

Regional trading and supply activities

— HEP Trade - subsidiary which trades with eletricity, gas, emission allowances and green
certificates

— established five daughter companies (Slovenia, Hungary, Serbia, Bosnia and Kosovo)
= trading volume of daughter companies in 2013 2.4x higher compared to 2012

— direct access to most liquid European market of energy- Epex Spot and EEX futures and
forwards, emissions allowances as well as access to brokerage platforms
= optimization of portfolio

— Slovenia: increasing market share and selling electricity to end customers (HEP Supply)

— Supply on the wholesale gas market in Croatia
» the supplier on the wholesale gas market 2014-2017
» selling gas to other market suppliers (within public service
for residential customers) at regulated price
» opportunity for growth in operating revenues
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HEP INSVESTMENTS 2013

— the value of the investments made by the Group was HRK 2,166.9mn

— focused on three segments of HEP Group’s business system:
= reconstruction and modernization of generation facilities (HPP Zakucac) and networks;
= construction of new generation facilities:
= reconstruction of the existing and the construction of new transmission and distribution
infrastructure facilities (12 investments in TS 110/10(20) kV and TS 35/10(20) kV)

INVESTMENTS IN PROPERTY, PLANT AND EQUIPMENT
(HRK mn)

2010 2011 2012 2013

1,693.3 2,132.6 2,598.3 2,166.9

— investments made in district heating and gas
distribution energy systems as well as in
business system upgrades (revitalization of
heating and steam pipelines in Zagreb and
Osijek, construction of gas pipeline network in
Baranja)
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HEP POWER PLANT PROJECTS IN PROGRESS

—

!

!

!

!

!

CCCGT Sisak (unit C)
= construction in final stage, with planned start of operation in 2015 (250MWe/50MW1)

TPP Plomin C

» second phase completed in selecting the strategic partner - the preferred bidder is Marubeni
(Japan) & Alstom

» the procedure is continued in a form of negotiations

= contractual closure expected in early 2015

BE-TO projects (Osijek and Sisak)
= contracts for long-term supply of timber, KiW financing, tenders for construction prepared

HPP Kosinj/Sen;j Il
= notification of requests for expressions of interest for the participation of a strategic partner on a
DBOT basis

CCGT TE-TO Osijek
CCGT EL-TO Zagreb

HPP Dubrovnik I
HPP Osijek
HPP Ombla
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STRATEGIC BUSINESS GOALS FOR THE FOLLOWING MID TERM

l. Operational optimization

« Harmonization of business strategy, model, organization, processes, human resources,
information technology, management methods resulting in increased efficiency.

Il. Development investment cycle
» Focused on preserving the security of supply and encompasses all parts of the power system
* Includes making competitive investments into HEP generation capacities (existing and new)

lll. Creating new market products and services

» Development of new products and services on the market, in all market segments as a
response to intensified competition and decreasing of market share within Croatia.

IV. The regional step forward
« Compensation of income from regional markets, due to increased competition domestically.
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Ivan Androcec, PhD

Advisor
HEP d.d.
Strategy and Corporate Development Department

ivan.androcec@hep.hr

www.hep.hr
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