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1 Introduction by th
President of the
Management Board

M.Sc.
Perica Juki¢

President of the
Management Board

Dear readers,

Responsible companies are expected to conduct success-
ful business and to develop continuously by addressing the
requirements by their key stakeholders - owners, customers,
employees and business partners. Companies are demand-
ed to do so In a long-term sustainable manner comprising all
their operational segments. Large companies, especially the
corporations that are strategically important to the state, are
obliged to show special devotion to their strategic approach
to corporate responsibility and to ensure their own sustaina-
bilityhaving iIn mind the market stability, support to econom-
Ic development of communities, as well as the employment
for thousands of employees and multiplied business part-

ners and suppliers. Some industries bear specific sensitivity,
for besides their care to ensure economic development and
create soclal contribution, they are also responsible to en-
sure excellence in environmental protection. In the past dec-
ades, energy sector has significantly influenced the develop-
ment and growth of other industries, by inciting innovations
and progress thus opening options for the development of
new technologies, new working methods and generation In
various sectors, as well as employment and the prosperity
of local communities.

HEP group Is dedicated to develop its business well-bal-
anced and equally responsible in all three vital dimensions:
economic, soclal and environmental.

1 INTRODUCTION BY THE
PRESIDENT OF THE
MANAGEMENT BOARD
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| am proud to present the first all-encompassing sustain-
ability report of HEP group for years 2013 and 2014, com-
posed in compliance with the fourth generation of Global
Reporting Initiative guidelines (GRI G4). This report, how-
ever, ensues a long tradition of reporting on environmental
impact, ever since 2003. Besides, our regular Annual Re-
ports have traditionally enclosed the chapters related to
some strategic areas of sustainable development, such as
community investment, human resources development or
environmental protection. This report positions HEP group
among the first state owned companies in the Republic of
Croatia that report on their business sustainability accord-
INg to the new European Union Directive on the disclosure
of non-financial information (Directive2014/95/EU of the
European Parliament and of the Council).

This report positions HEP group among the first state
owned companies in the Republic of Croatia that report
on their business sustainability according to the new Eu-
ropean Union Directive on the disclosure of non-financial
information (Directive2014/95/EU of the European Parlia-
ment and of the Council).

HEP group faced many demanding changes within a very
short time during especially intensive reporting period of
2013 and 2014. Liberalization of the electricity market, nu-
merous regulatory changes, increased requests to improve
the organizational efficiency, demands to comply with the
emission reduction objectives, necessity to develop energy
efficiency, constant demands for grid modernization and the
iInvestment In generation facilities and technical infrastruc-
ture, as well as the need to conduct the corporate restructur-
Ing to succesfully cope with contemporary trends — these
are some of the challenges we had to address In the past
couple of years. As a part of the total economic corpus of
Croatia, but also European Union, to which Croatia accessed
on July 1, 2013, HEP group Is exposed to all EU economic
and industrial trends. The crisis caused decreased consump-
tion of electricity, weakened the investment capacity on the
global level, while international sources of finance imposed
new and stricter rules. The capability to adapt swiftly to new
conditions, mark adequate goals and initiate new projects,
as well as prepare new market breakthroughs were crucial
to ensure competitive edge and create a new foundation to
strengthen our business potential.
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Indubitablyin the past two decades, the energy sector was
greatly exposed to swift changes not only due to technologi-
cal development and scientific progress, but also dynamized
by numerous regulatory changes, equally in environmental
and customer relations segments. However, energy sector
has one characteristic which is contradictory to fast devel-
opment: projects have to be planned for longer than a dec-
ade. This fact brings the energy sector to a grand test of its
imitations and feasibility of its sustainable development. We
cannot be too flexible, because our structure is not simply
adaptable, but simultaneously we have to cherish a vision
which sees far into the future. Therefore our sustainability
goals embed the adequate grid modernization, replacement
of old facilities with the best available techniques having
the minimal environmental impact, investment in renewable
sources of energy and launch of various energy efficiency
projects. We develop our projects bearing in mind our great
responsibility to ensure the stability and security of the en-
ergy system, being the most significant Croatian company
dealing in generation, transport, distribution and supply of
electricity, as well as the generation and distribution of ther-
mal energy and distribution and supply of gas.

In the reporting period we were concentrated to build the

foundations to develop a successful business strategy In
the next operational period. Our sustainability approach
IS best visible in the material iIssues based on ensuring
energy security and stability, strengthening of competi-
tiveness on the domestic and other targeted markets,
implementing structural changes, showing adequate re-
sponses to regulatory and legislative changes, but also In
raising the quality of intellectual and social capital of the
company, investing in the development of workplace, de-
veloping key stakeholder relations and our links with local
communities.

HEP group Is an especially significant corporation for the
strategic development of our country.We are aware that,
besides ensuring corporate profitability and fulfilling nu-
merous quality standards, corporate values and its social
reputation are significantly important. A complex system
comprising 14 companies In the reporting period, can-
not easily and simultaneously respond to all stakeholder
demands. We are sincere in our committment to a con-
tinuous development in all segments of sustainability, to
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clearly recognize the areas of excellence and present our
best-practice projects, but also to identify the areas In
which we should constantly improve. This report is one of
the ways to conduct our sustainability goals in practice,
because for us it Is not only a document containing valu-
able data on the reporting period, but also an inspiration
and a reminder on beneficial opportunities of progress.

Our dedication to continuously report on our business ac-
cording to the internationally recommended guidelines is
enhanced by our desire that this document becomes a
central source of all relevant information on HEP group. It
Is complementary to our Annual Report and supplements
It with data and descriptions of our projects in several ar-
eas: management approach, market relations, environ-
mental protection, workplace and community investment.
In the process of composing this report we encountered
a number of methodology and strategic challenges that
reflected the size and diversity of our group and Its op-
erations. Within the methodology and guidelines frame-
work, we attempted to tell the story on HEP group In a
way that may be understandable to all our readers. It Is

considered a pilot-report and we will be grateful to hear
our stakeholders' comments and advice. On behalf of the
Management Board | express our gratitude to colleagues
from HEP group who contributed to the composition of
our sustainability report.

We, In the HEP group do not only wish to be a part of the
positive changes In our economy, soclety and environ-
mental protection, but are also ambitious to lead them.

A lot was Initiated and achieved in 2013 and 2014, and we
strongly believe that we will be able to prove progress in
many sustainability areas in the next reporting period.
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2 Organizational profile

Founded under the name Hrvatska elektroprivreda In
1990, the company Is a successor of power companies
that have been active in Croatia for longer than a centu-
ry, in the fields of generation, transmission and distribu-
tion of electricity. The companies were merged into HEP
group, that is a group of connected, fully state-owned
companies, since 2002. In the past few decades the
corporation comprised the activities of thermal energy
and gas supply. As one of the largest Croatian compa-
nies and the largest one owned by the state, HEP group
IS central to the strategic interests of the Republic of
Croatla, with the business purpose to ensure stable and
high-quality supply of electricity, based on the principles
of sustainable development.

Hrvatska elektroprivreda d.d. (HEP d.d.) is the parent
company of HEP group with the seat in Zagreb. HEP d.d.
s the founder and the sole owner of subsidiary compa-
nies. In the reporting period, HEP d.d. held a 50 percent
stake In TE Plomin and LNG Hrvatska and was a co-own-
er of HEP-Telekomunikacije (HEP Telecommunications),
jointly with HEP-Operator distribucijskog sustava (HEP
Distribution System Operator) and Hrvatski operator pri-
Jjenosnog sustava (Croatian Transmission System Oper-
ator). HEP d.d. consolidates corporate functions of the
group, directs, leads and coordinates generation, grid
and other business operations of its subsidiaries with
the goal to optimize their business processes. Besides
its activities on the Croatian market, HEP group operates
In the markets of Serbia, Slovenia, Bosnia and Herzego-
vina, Hungary and Kosovo, through its daugther compa-
ny HEP-Trgovina (HEP Trade) in charge with purchase
and sale of electricity. Additionally, C.S. Busko Blato, a
daughter company of HEP-Proizvodnja (HEP Genera-
tion) Is active in Bosnia and Herzegovina. Nuclear pow-
er plant Krsko in Slovenia i1s co-owned by HEP d.d. and
GEN Energija.



SUSTAINABILITY REPORT 2 ORGANIZATIONAL
HEP GROUP PROFILE
2013/2014

HEP group, 31/12/2014

Subsidiary companies

wholly owned by HEP d.d.

HEP-Proizvodnja d.o.o. + CS Busko blato d.o.o. BiH

HEP-Operator

distribucijskog sustava d.o.o. Companies in mixed

HEP-Opskrba d.o.o. ownership

HEP-Trgovina d.o.o. J

TE Plomin d.o.o. HEP-Nastavno-obrazovni centar

HEP-TRADE d.o.o0., Beograd

HEP-Toplinarstvo d.o.o. Co-owned by HEP d.d.

HEP-Trgovina d.o.o., Ljubljana I
HEP-Plin d.o.o. HEP-Trade d.o.0.. Mostar and RWE Power (50%:50%)

HEP-Opskrba plinom d.o.o.
HEP-ESCO d.o.o.

HEP-Magyarorszag Energia kft HEP-Telekomunikacije d.o.o.

Co-owned by HEP d.d.,
HEP ODS d.o.0. and HEP OPS d.o.o.

HEP-KS sh.p.k., Pristina

HEP-Obnovljivi izvori energije d.o.o.

HEP-Odmor i rekreacija d.o.o.
APO usluge zastite okolisa d.o.o.

Plomin Holding d.o.o.

LNG Hrvatska d.o.o.
Co-owned by HEP d.d.

and Plinacro d.o.0. (50%:50%)

Program Sava d.o.o.

Independent Connected company

Transmission Operator outside the group

Hrvatski operator prijenosnog NE Krsko d.o.o.

sustava d.o.o. (HOPS) NE Krsko d.o.0., co-owned by HEP d.d.

and GEN Energija (50%:50%)
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HEP GROUP IN NUMBERS (2013/14)

2013

14./
o Thermal

Electricity energy
generation sales

2013

17.4

Electricity
sales

*data include HOPS (Croatian Transmission System Operator)

2013

2.2

TWh

Gas retail

Gas
wholesale

yAVR R

1.2

Employees

11,877
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NUMBER OF CUSTOMERS (2013/14)

09

2014

2,3(3,/1]

HEP

Toplinarstvo

*data for HEP-ODS (HEP Distribution System Operator) relate to the total number
of metering points in the distribution grid

74,611

2014

124,504
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FINANCIAL DATA (in mil. HRK)

4.9

Total
operating
Tailele 11 2014

13,599.27

Community
Investment

2014

39,890./

Total
operating
OELGELE 2014

10,398.7

Profit for
current

year

*data include HOPS (Croatian Transmission System Operator)
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Croatia has 26 hydropower plants, both run-of-river and Total capacity, HEP group
storage. Hydropower plants comprise more than a half Run-of-river hydropower plants 403 MW
of sources in the structure of the electricity system, ma- Storagehydropower plants 1,707 MW
king Croatia one of the leading European countries in Reversible-pumpedhydropower plants (281 MW)
electrical power generation from renewable energy so- Small hydropower plants 16.74 MW
urces. HEP owns seven thermal power plants - conden- Condensingthermal plants 1,073 MW
sing thermal power plants for the electricity generation: T 200 U/ Steam/?%i;ﬂl\v/\llvstl
TE Sisak, TE Rijeka, TE Plomin 1 and KTE Jertovec; and '
combined heat and power plants: TE-TO Zagreb, EL-TO Nuclear power plant (‘_50% NE Krsko) 238 MW
Zagreb and TE-TO Osijek. !rl:::ra::t:::::)::ltalf: power plan-tsj, 0.2 MW

- pacity for electricity 4,184 MWe

In the reporting period HEP owned 50 percent of the se-
cond bloc of TPP Plomin 2. Pursuant to the ownership
of the half of Krsko Nuclear Power Plant, Croatian ele-
ctricity system had at its disposal net available capaci-
ty of 338 MW. Thermal power plants and cogeneration
thermal plants use gas and liquid fuel, while TPP Plomin
1 and TPP Plomin 2 use coal.

generataion

Total — installed capacity for heat energy
gerenration

300 t/h steam /1,242 MW1t
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HYDROPOWER PLANTS

Storage HPP

Available capacity

(MW) / (-MW pumping regime)

Run-of-river

Avaliable
capacity (MW)

HE Zakucac 522* HE Varazdin 92.5
RHE Velebit 276 (-240) HE Dubrava 79.8
HE Orlovac 237 HE Cakovec 77.4
HE Sen| 216 HE Gojak 55.5
HE Dubrovnik 108+120** HE Lesce 41.2
HE Vinodol 90 HE Miljacka 24
HE Peruca 61.2 HE Jaruga 7.2
HE Kraljevac 46.4 HE Golubié 6.5
HE Dale 40.8 HE Ozalj 5.5
HE Sklope 22.5 HE LeS¢e ABM 1.1
CS Busko blato 7.5/4.2/(-10.2/-4.8) HE Krci¢ 0.3
CHE Fuzine 4.6/(-5.7) HE Rijeka 36.8
HE Zavrelje 2

HE Zeleni vir 1.7

RHE Lepenica 0.8 (-1.2)

CS: pumping station CHE: pumped storage

RHE: reversible pumped turbine ABM: bilogical minimum storage

* The capacity following the Unit A revitalization has still not been confirmed by acceptance testing.
**During the revitalization of HE Dubrovnik, shared 50%-50% generation was agreed with Elektroprivreda Republike Srpske.
*** Data on available capacity are the same for years 2013 and 2014, except for HE Peruca, where capacity was increased by 1.2 MW.
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THERMAL POWER PLANTS

Net available capacity

Thermal power plants (MW, MW,t/h) Fuel
TE-TO Zagreb 422 / 743 / 360 oil / natural gas / extra light oil
TE Sisak 396 /0/96 oil / natural gas
TE Rijeka 303 oil
TE Plomin 1 105 hard coal
EL-TO Zagreb 88,8 /347 /377 oil / natural gas
TE-TO Osijek 90/139/150 oil / natural gas / extra light ol
KTE Jertovec 74 natural gas /extra light ol
TE PLOMIN (B)* 192 hard coal / extra light ol

* Owned by TE Plomin d.o.o. (HEP : RWE Power - 50% : 50%); HEP-Proizvodnja d.o.0. — O&M contract
** Data on net available capacity are the same for 2013 and 2014.
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Electricity balance (GWh) Total number of customers according to companies

2013 2014 14/13 (%)
Electricity consupmtion Companies 2013 2014
| Croatia 17,296 16,922 -2.2
Electricity consumption HEP 16,618 14,962 -10.0 HEP ODS* 2,361,869 2,303,711
1PR gensEien 8 054 8 356 37 HEP Toplinarstvo 124,180 124,564
TPP generation 2,629 1,450 -44.8 HEP Plin 124,834 114,945
NE Krsko d.0.0. 2,518 3,030 20.3 HEP Opskrba dies Yot
TE Plomin d.o.o. 1,448 1,441 -0.5
Import 3,694 1,853 -49.2
Export -2,347 -2,100 -10.5
Producers outside HEP group 18 19 5.6
Privileged power producers 649 913 40.7
Buyers outside HEP 678 1,960 189.1
IIoEtsIIy available electricity 16,618 14,962 10.0
Totally available electricity 17296 16,922 29

Croatia
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Customers of HEP-Operator distribucijskog sustava - number of metering points on December 31, 2013

Universal service

Description sIEaI\fgltﬁsza- EIevktra Elektra ]Elektrq Elektrolik_g Elektroistra pE!;k;:;: Elektroju_g daIIErL(?:::ri?a_ VE.Iektr_a Elektra Elektra EIe.ktra Elektra _Elektra EI_ek_tra EIektr@ Eleldll'a _ EIe.k_tra Elektra Elektra TOTAL

Osijek Pozega Sl. Brod  Vinkovci Gospic Pula Rijeka Dubrovnik Split Sibenik Zadar Karlovac Sisak Bjelovar  Cakovec Koprivnica Kriz ~ Varazdin Virovitica Zabok Zagreb

VN-110 kV =
SN- 35 kV -
SN-10 kV 1 1 20 22
Total SN - - - - - - 1 - - - - - - - 1 - 20 - - - - 22
Total high and medium voltage - - - - - - 1 - - - - - - - 1 - 20 - - - - 22
NN commercial (blue) 10 17 7 17 6 24 6 6 8 13 5 119
NN commercial (white) 59 8 21 19 2 37 1 2 3 13 26 8 5 3 2 11 10 5 235
NN commercial (red) 6 3 1 11 4 19 5 27 21 1 98
NN commercial (orange) -
Total NN commercial 65 11 32 30 - 23 63 18 8 32 - 46 26 8 11 - 24 11 11 23 10 452
NN public lighting =
NN residential (blue) 38,080 11,844 25,966 20,784 23,589 31,051 44,903 16,876 69,189 34,900 44,592 34,089 23,234 29,279 18,480 29,131 42,865 36,215 11,341 38,340 115,928 740,676
NN residential (white) 90,849 12,422 31,718 49,035 18,806 97,266 143,232 29,804 184,431 41,711 64,007 43,764 29,356 15,693 20,870 17,254 26,627 25,253 12,370 22,532 374,799 1,351,799
NN residential (black) 3,086 5 6 3,097
NN residential (orange) 411 12 2 3 1 4 6 5 2 6 17 469
Total NN residential 129,340 24,278 57,686 69,819 42,398 131,403 188,141 46,686 253,620 76,611 108,603 77,859 52,590 44,972 39,350 46,390 69,494 61,474 23,711 60,889 490,727 2,096,041
Total low voltage 129,405 24,289 57,718 69,849 42,398 131,426 188,204 46,704 253,628 76,643 108,603 77,905 52,616 44,980 39,361 46,390 69,518 61,485 23,722 60,912 490,737 2,096,493

TOTAL

129,405

24,289

57,718

69,849 42,398 131,426

188,205

46,704

253,628

76,643

108,603

77,905

52,616

44,980

39,362 46,390

69,538 61,485

23,722

60,912 490,737 2,096,515
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Customers of HEP-Operator distribucijskog sustava - number of metering points on December 31, 2013

Guaranteed supply

Description slil\fg:\?e; EIe:ktra Elektra ]Elektrq Elektrolik.all Elektroistra pErgfnk;:?e- Elektrojulg daIIErIr?zt\(::ri?a; VE.Iektr.a Elektra Elektra EIe.ktra I_Elektra _Elektra EI.ek.tra Elektr':il Elegtra ' EIe.k'tra Elektra Elektra TOTAL
Osijek Pozega SI. Brod  Vinkovci Gospic Pula Rijeka Dubrovnik Split Sibenik Zadar Karlovac Sisak Bjelovar  Cakovec Koprivnica Kriz ~ Varazdin Virovitica Zabok Zagreb
VN-110 kV -
SN- 35 kV 1 2 1 3 7
SN-10 kV 28 9 35 14 9 19 21 9 24 5 26 16 5 5 6 3 11 4 7 40 296
Total SN 28 9 85 14 9 20 21 9 26 5 26 16 6 . 5 6 3 11 4 7 43 BUS
Total high and medium voltage 28 9 35 14 9 20 21 9 26 5 26 16 6 - 5 6 3 11 4 7 43 303
NN commercial (blue) 873 228 1,075 431 633 2,160 1,421 892 2,608 1,069 1,330 856 376 691 385 640 655 699 273 556 4,689 22,540
NN commercial (white) 4,111 444 1,653 2,110 1,015 6,375 6,918 1,727 10,355 2,227 2,879 2,082 873 939 859 1,212 1,061 1,243 1,036 1,243 16,314 66,676
NN commercial (red) 262 28 94 143 79 559 585 158 657 141 206 191 60 83 100 110 104 113 42 117 1,398 5,230
NN commercial (orange) -
Total NN commercial 5,246 700 2,822 2,684 1,727 9,094 8,924 2,777 13,620 3,437 4,415 3,129 1,309 1,713 1,344 1,962 1,820 2,055 1,351 1,916 22,401 94,446
NN public lighting 213 47 154 92 229 445 260 57 394 168 197 272 44 149 33 187 144 119 12 216 307 3,739
NN residential (blue) 1 2 22 4 53 21 3 29 3 9 5 4 12 1 19 5 1 2 4 16 216
NN residential (white) 5 6 61 19 7 1,195 74 15 346 3 72 38 17 28 18 22 9 6 9 13 107 2,070
NN residential (black) 1 1
NN residential (orange) -
Total NN residential 6 8 83 19 11 1,249 95 18 375 6 81 43 21 40 19 41 14 7 11 17 123 2,287
Total low voltage 5,465 755 3,059 2,795 1,967 10,788 9,279 2,852 14,389 3,611 4,693 3,444 1,374 1,902 1,396 2,190 1,978 2,181 1,374 2,149 22,831 100,472

TOTAL 5,493 764 3,094 2,809 1,976 10,808 9,300 2,861 14,415 3,616 4,719 3,460 1,380 1,902 1,401 2,196 1,981 2,192 1,378 2,156 22,874 100,775
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Customers of HEP-Operator distribucijskog sustava - number of metering points on December 31, 2013

Market suppliers

Description slil\fg:\?e; EIe:ktra Elektra ]Elektrq Elektrolik.all Elektroistra pErgfnk;:?e- Elektrojulg daIIErIr?zt\(::ri?a; VE.Iektr.a Elektra Elektra EIe.ktra I_Elektra _Elektra EI.ek.tra Elektr':il Elegtra ' EIe.k'tra Elektra Elektra TOTAL
Osijek Pozega SI. Brod  Vinkovci Gospic Pula Rijeka Dubrovnik Split Sibenik Zadar Karlovac Sisak Bjelovar  Cakovec Koprivnica Kriz ~ Varazdin Virovitica Zabok Zagreb
VN-110 kV - - - - - - - - 1 - - - 1 - - - - - - - 2 4
SN- 35 kV 8 2 3 5 4 4 10 - 6 3 4 5 1 - - 4 1 - 2 1 4 67
SN-10 kV 153 29 72 87 22 204 126 48 108 32 79 82 40 11 60 45 62 65 30 28 339 1,722
Total SN 161 &1 75 92 26 208 136 48 114 85 83 87 41 11 60 49 63 65 &) 29 343 1,789
Total high and medium voltage 161 31 75 92 26 208 136 48 115 35 83 87 42 11 60 49 63 65 32 29 345 1,793
NN commercial (blue) 1,238 529 856 498 512 1,574 1,538 895 1,731 766 1,052 851 528 1,269 1,013 813 1,540 1,002 515 710 4,047 23,477
NN commercial (white) 4,183 793 1,585 2,600 894 4,538 6,144 1,539 7,382 1,503 2,009 1,820 1,361 1,221 1,723 1,295 2,187 1,691 1,032 1,461 11,544 58,505
NN commercial (red) 835 102 234 404 180 988 1.320 328 1,460 335 484 416 233 237 403 264 419 486 117 335 3.099 12.679
NN commercial (orange) - - - - - - - - - - - - - - - - - - - - - -
Total NN commercial 6,256 1,424 2,675 3,502 1,586 7,100 9,002 2,762 10,573 2,604 3,545 3,087 2,122 2,727 3,139 2,372 4,146 3,179 1,664 2,506 18,690 94,661
NN public lighting 1,146 264 505 557 315 1,418 1,342 395 1,718 713 874 921 608 553 425 463 1,006 583 429 468 3,375 18,078
NN residential (blue) 3,825 213 285 1,480 483 183 234 28 524 429 129 494 382 532 949 776 705 1,615 1,446 259 1,715 16,686
NN residential (white) 7,267 168 456 3,769 371 1,392 1,840 127 2,890 884 497 942 564 298 1,010 499 394 1,053 1,540 292 7,106 33,359
NN residential (black) - - - - - 2 - - - - - - - - - - - - - - - 2
NN residential (orange) - - - - - - - - - - - - - - - - - - - - - -
Total NN residential 11,092 381 741 5,249 854 1,577 2,074 156 3,414 1] &911E 626 1,436 946 830 1,959 1,275 1,099 2,668 2,986 1) 8,821 50,047
Total low voltage 18,494 2,069 3,921 9,308 2,755 10,095 12,418 3,312 15,705 4,630 5,045 5,444 3,676 4,110 5,523 4,110 6,251 6,430 5,079 3,525 30,886 162,786

TOTAL 18,655 2,100 3,996 9,400 2,781 10,303 12,554 3,360 15,820 4,665 5,128 5,531 3,718 4,121 5,583 4,159 6,314 6,495 5111 3,554 31,231 164,579
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Customers of HEP-Operator distribucijskog sustava - number of metering points on December 31, 2013

TOTAL

Description slil\?cl)(:\?a- Eleiktra Elektra ]Elektra! Elektrolik.a] Elektroistra pEr!fnkct):; Elektrojulg daIIErlrftlja((t::?a- !E'Iektr.a Elektra Elektra EIe'ktra I_Elektra _Elektra EI.ekftra Elektr'ril Elel(tra . EIe.k.tra Elektra Elektra TOTAL

Osijek Pozega SI. Brod  Vinkovci Gospic Pula Rijeka Dubrovnik Split Sibenik Zadar  Karlovac Sisak Bjelovar  Cakovec Koprivnica Kriz ~ Varazdin Virovitica Zabok Zagreb

VN-110 kV - - - - - - - - 1 - - - 1 - - - - - - - 2 4
SN- 35 kV 8 2 3 5 4 5 10 - 8 3 4 5 2 - - 4 1 - 2 1 7 74
SN-10 kV 181 38 107 101 31 223 148 57 132 37 105 98 45 11 66 51 85 76 34 &) 379 2,040
Total SN 189 40 110 106 B85 228 158 a7 140 40 109 103 47 11 66 55 86 76 36 36 386 2,114
Total high and medium voltage 189 40 110 106 35 228 158 57 141 40 109 103 48 11 66 55 86 76 36 36 388 2,118
NN commercial (blue) 2,111 757 1,941 929 1,145 3,751 2,966 1,804 4,345 1,859 2,382 1,713 904 1,960 1,404 1,453 2,195 1,709 788 1,279 8,741 46,136
NN commercial (white) 8,353 1,245 3,259 4,729 1,909 10,915 13,099 3,267 17,739 858 4,888 3,915 2,260 2,168 2,587 2,507 3,251 2,936 2,079 2,714 27,863 125,416
NN commercial (red) 1,103 133 329 558 259 1,551 1,924 486 2,117 481 690 634 293 320 503 374 544 600 159 452 4,497 18,007
NN commercial (orange) - - - - - - - - - - - - - - - - - - - - - -
Total NN commercial 11,567 2,135 5,529 6,216 3,313 16,217 17,989 5,557 24,201 6,073 7,960 6,262 3,457 4,448 4,494 4,334 5,990 5,245 3,026 4,445 41,101 189,559
NN public lighting 1,359 311 659 649 544 1,863 1,602 452 2,112 881 1,071 1,193 652 702 458 650 1,150 702 441 684 3,682 21,817
NN residential (blue) 41,906 12,059 26,273 22,264 24,076 31,287 45,158 16,907 69,742 35,332 44,730 34,588 23,620 29,823 19,430 29,926 43,575 37,831 12,789 38,603 117,659 757,578
NN residential (white) 98,121 12,596 32,235 52,823 19,184 99,853 145,146 29,946 187,667 42,598 64,576 44,744 29,937 16,019 21,898 17,775 27,030 26,312 13,919 22,837 382,012 1,387,228
NN residential (black) - - - - - 3,089 5 6 - - - - - - - - - - - - - 3,100
NN residential (orange) 411 12 2 - 3 - 1 - - - 4 6 - - - 5 2 6 - 17 - 469
Total NN residential 140,438 24,667 58,510 75,087 43,263 134,229 190,310 46,859 257,409 77,930 109,310 79,338 BEG S 45,842 41,328 47,706 70,607 64,149 26,708 61,457 499,671 2,148,375
Total low voltage 153,364 27,113 64,698 81,952 47,120 152,309 209,901 52,868 283,722 84,884 118,341 86,793 57,666 50,992 46,280 52,690 77,747 70,096 30,175 66,586 544,454 2,359,751

TOTAL 153,553 27,153 64,808 82,058 47,155 152,537 210,059 52,925 283,863 84,924 118,450 86,896 57,714 51,003 46,346 52,745 77,833 70,172 30,211 66,622 544,842 2,361,869
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Customers of HEP-Operator distribucijskog sustava - number of metering points on December 31, 2014

Universal service

Description slil\?cl)(:\?a- Eleiktra Elektra .Elektra! Elektrolik.all Elektroistra pEr!frlx(ct):i; EIektroju'g daIIErlr(::::ri?a- VE.Iektr'a Elektra Elektra Ele'ktra I_Elektra _Elektra EI.ekFra Elektr':il Elel(tra .Ele.k.tra Elektra Elektra TOTAL

Osijek Pozega SI. Brod  Vinkovci Gospic Pula Rijeka Dubrovnik Split Sibenik Zadar  Karlovac Sisak Bjelovar  Cakovec Koprivnica Kriz ~ Varazdin Virovitica Zabok Zagreb

VN-110 kV -
SN- 35 kV -
SN-10 kV 1 1 20 22
Total SN . = . : . y 1 : = . = . : . 1 2 20 - - - - 22
Total high and medium voltage - - - - - - 1 - - - - - - - 1 - 20 - - - - 22
NN commercial (blue) 10 17 7 17 5 24 5 1 6 8 13 5 118
NN commercial (white) 57 9 21 18 6 36 2 6 12 27 8 5 4 2 11 10 4 238
NN commercial (red) 6 3 1 11 4 20 1 5 27 20 1 99
NN commercial (orange) -
Total NN commercial 63 12 32 29 - 27 63 18 7 35 - 44 27 9 11 - 24 11 11 23 9 455
NN public lighting -
NN residential (blue) 34,410 10,773 23,236 19,072 23,179 29,891 43,545 16,587 67,150 33,466 43,555 32,741 21,487 27,184 17,430 26,862 38,712 34,638 10,772 36,992 110,332 702,014
NN residential (white) 83,475 11,430 28,990 45,394 18,929 95,274 139,289 29,232 181,935 41,360 64,301 42,324 27,175 14,673 19,792 16,166 24,299 24,395 11,779 21,786 357,439 1,299,437
NN residential (black) 3,044 1 6 3,051
NN residential (orange) 33 12 1 1 5 4 6 6 2 17 87
Total NN residential 117,918 22,215 52,227 64,466 42,109 128,209 182,840 45,825 249,085 74,826 107,860 75,071 48,662 41,857 37,222 43,034 63,013 59,033 22,551 58,795 467,771 2,004,589
Total low voltage 117,981 22,227 52,259 64,495 42,109 128,236 182,903 45,843 249,092 74,861 107,860 75,115 48,689 41,866 37,233 43,034 63,037 59,044 22,562 58,818 467,780 2,005,044

TOTAL 117,981 22,227 52,259 64,495 42,109 128,236 182,904 45,843 249,092 74,861 107,860 75,115 48,689 41,866 37,234 43,034 63,057 59,044 22,562 58,818 467,780 2,005,066
e e e e e e
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Customers of HEP-Operator distribucijskog sustava - number of metering points on December 31, 2014

Guaranteed supply

Description slil\?cl)(:\?a- Eleiktra Elektra .Elektra! Elektrolik.all Elektroistra pEr!frlx(ct):i; EIektroju'g daIIErlr(::::ri?a- VE.Iektr'a Elektra Elektra Ele'ktra I_Elektra _Elektra EI.ekFra Elektr':il Elel(tra .Ele.k.tra Elektra Elektra TOTAL
Osijek Pozega SI. Brod  Vinkovci Gospic Pula Rijeka Dubrovnik Split Sibenik Zadar  Karlovac Sisak Bjelovar  Cakovec Koprivnica Kriz ~ Varazdin Virovitica Zabok Zagreb
VN-110 kV -
SN- 35 kV 1 1 1 3
SN-10 kV 17 5 23 8 3 11 15 5 13 3 14 12 4 1 1 3 2 7 1 25 173
Total SN 17 5 23 8 3 11 15 5 14 3 14 12 5 1 1 3 2 7 - 1 26 176
Total high and medium voltage 17 5 23 8 3 11 15 5 14 3 14 12 5 1 1 3 2 7 = 1 26 176
NN commercial (blue) 611 171 917 310 451 1,640 933 686 1,980 755 1,016 599 234 491 310 401 460 491 167 380 3,326 16,329
NN commercial (white) 2,838 332 1,298 1,457 770 4,265 4,317 1,307 7,684 1,658 2,220 1,506 607 676 685 806 749 881 665 826 11,352 46,899
NN commercial (red) 158 19 65 51 55 283 303 88 385 85 145 102 40 62 50 74 55 99 18 74 810 3,021
NN commercial (orange) -
Total NN commercial 3,607 522 2,280 1,818 1,276 6,188 5,553 2,081 10,049 2,498 3,381 2,207 881 1,229 1,045 1,281 1,264 1,471 850 1,280 15,488 66,249
NN public lighting 156 4 47 56 76 285 7 63 191 94 145 193 42 110 33 66 141 39 4 107 100 2,029
NN residential (blue) 1 1 14 4 60 16 21 9 10 11 1 1 1 3 153
NN residential (white) 7 1 23 1 1,334 25 608 47 6 14 9 14 2 31 2,122
NN residential (black) -
NN residential (orange) -
Total NN residential 8 2 37 1 4 1,394 41 - 629 - 56 6 - 24 - 20 15 3 1 - 34 2,275
Total low voltage 3,771 528 2,364 1,875 1,356 7,867 5,671 2,144 10,869 2,592 3,582 2,406 923 1,363 1,078 1,367 1,420 1,513 855 1,387 15,622 70,553

TOTAL 3,788 533 2,387 1,883 1,359 7,878 5,686 2,149 10,883 2,595 3,596 2,418 928 1,364 1,079 1,370 1,422 1,520 855 1,388 15,648 70,729
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Customers of HEP-Operator distribucijskog sustava - number of metering points on December 31, 2014

Market suppliers

Description slil\(/ecl)(rt\rifa; Elevktra Elektra .Elektra! Elektrolik.a] Elektroistra pElifnk;;?e; EIektrojug daIIErIr?;(::rijoe; VE.Iektr.a Elektra Elektra Ele'ktra I_Elektra _Elektra EI.ekjtra Elektr':i\ Elel(tra . Ele'k.tra Elektra Elektra TOTAL

Osijek Pozega SI. Brod  Vinkovci Gospié¢ Pula Rijeka Dubrovnik Split Sibenik Zadar  Karlovac Sisak Bjelovar  Cakovec Koprivnica Kriz  Varazdin Virovitica Zabok Zagreb

VN-110 kV - - - - - - - - 1 - - - 1 - - - - - - - 2 4
SN- 35 kV 7 - 3 5 4 5 10 - 7 3 4 5 1 - 1 4 1 - 2 1 6 69
SN-10 kV 165 88 83 98 26 207 125 88 119 36 90 88 43 11 65 50 62 70 &2 25 359 1,860
Total SN 172 33 86 103 30 212 145 53 126 39 94 93 44 11 66 54 63 70 34 36 365 1,929
Total high and medium voltage 172 33 86 103 30 212 145 53 127 39 94 93 45 11 66 54 63 70 34 36 367 1,933
NN commercial (blue) 1,412 586 1,050 579 656 2,009 1,964 1,080 2,244 1,020 1,316 1,037 636 1,413 1,051 1,015 1,694 1,176 587 856 5,272 28,653
NN commercial (white) 5,633 926 1,945 3,293 1,167 6,636 8,749 2,082 10,224 2,103 2,841 2,444 1,650 1,504 1,940 1,761 2,515 2,128 1,377 1,892 16,756 79,566
NN commercial (red) 963 116 271 497 202 1,269 1,646 421 1,801 401 572 502 266 272 458 305 492 526 148 391 3,762 15,281
NN commercial (orange) - - - - - - - - - - - - - - - - - - - - - -
Total NN commercial 8,008 1,628 3,266 4,369 2,025 9,914 12,359 3,683 14,269 3,624 4,729 3,983 2,552 3,189 3,449 3,081 4,701 3,830 2,112 3,139 25,790 123,500
NN public lighting 1,209 311 613 596 480 1,586 1,908 390 1,950 791 928 1,016 635 594 1,953 586 1,027 674 440 610 3,608 21,905
NN residential (blue) 6,876 1,186 2,699 2,691 782 850 2,748 271 1,669 1,211 1,083 1,374 1,911 2,429 2,016 2,839 4,519 2,893 1,864 1,370 6,653 49,934
NN residential (white) 15,746 1,262 3,588 7,677 692 5,303 6,068 1,167 9,123 2,239 2,300 2,713 2,825 1,450 731 1,800 2,962 2,300 2,235 1,333 27,104 100,618
NN residential (black) - - - - - 26 - - - - - - - - - - - - - - - 26
NN residential (orange) - - - - - - - - - - - - - - - - - - - - - -
Total NN residential 22,622 2,448 6,287 10,368 1,474 6,179 8,816 1,438 10,792 3,450 3,383 4,087 4,736 3,879 2,747 4,639 7,481 5,193 4,099 2,703 ST 150,578
Total low voltage 31,839 4,387 10,166 15,333 3,979 17,679 23,083 5,411 27,011 7,765 9,040 9,086 7,923 7,662 8,149 8,306 13,209 9,697 6,651 6,452 63,155 295,983

TOTAL 32,011 4,420 10,252 15,436 4,009 17,891 23,228 5,464 27,138 7,804 9,134 9,179 7,968 7,673 8,215 8,360 13,272 9,767 6,685 6,488 63,522 297,916
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Customers of HEP-Operator distribucijskog sustava - number of metering points on December 31, 2014

TOTAL

Description slil\fcl)(:lrifa; Elevktra Elektra .Elektra! Elektrolik.a] Elektroistra pElifnk;;?e; EIektrojug daIIErIr?;(::rijoe; VE.Iektr.a Elektra Elektra Ele'ktra I_Elektra _Elektra EI.ekjtra Elektr':i\ Elel(tra . Ele'k.tra Elektra Elektra TOTAL

Osijek Pozega SI. Brod  Vinkovci Gospi¢ Pula Rijeka Dubrovnik Split Sibenik Zadar  Karlovac Sisak Bjelovar  Cakovec Koprivnica Kriz ~ Varazdin Virovitica Zabok Zagreb

VN-110 kV - - - - - - - - 1 - - - 1 - - - - - - - 2 4
SN- 35 kV 7 - 3 5 4 5 10 - 8 3 4 5 2 - 1 4 1 - 2 1 7 72
SN-10 kV 182 38 106 106 29 218 151 58 132 39 104 100 47 12 67 58 84 7 &2 36 384 2,055
Total SN 189 38 109 111 33 223 161 58 140 42 108 105 49 12 68 57 85 7 34 37 391 2,127
Total high and medium voltage 189 38 109 111 33 223 161 58 141 42 108 105 50 12 68 57 85 77 34 37 393 2,131
NN commercial (blue) 2,023 757 1,977 889 1,107 3,666 2,904 1,783 4,229 1,799 2,332 1,641 870 1,905 1,367 1,416 2,154 1,675 754 1,249 8,603 45,100
NN commercial (white) 8,528 1,267 3,264 4,768 1,937 10,907 13,102 3,389 17,910 3,767 5,061 3,962 2,284 2,188 2,630 2,567 3,268 3,011 2,053 2,728 28,112 126,703
NN commercial (red) 1,127 138 337 559 257 1,556 1,969 510 2,186 491 AN 631 306 334 508 379 567 626 166 465 4,572 18,401
NN commercial (orange) - - - - - - - - - - - - - - - - - - - - - -
Total NN commercial 11,678 2,162 5,578 6,216 3,301 16,129 17,975 5,682 24,325 6,057 8,110 6,234 3,460 4,427 4,505 4,362 5,989 5312 2,973 4,442 41,287 190,204
NN public lighting 1,365 315 660 652 556 1,871 1,985 453 2,141 885 1,073 1,209 677 704 1,986 652 1,168 713 444 7 3,708 23,934
NN residential (blue) 41,287 11,960 25,949 21,763 23,965 30,801 46,309 16,858 68,840 34,677 44,647 34,115 23,398 29,623 19,446 29,712 43,232 37,532 12,637 38,362 116,988 752,101
NN residential (white) 99,228 12,693 32,601 53,072 19,621 101,911 145,382 30,399 191,666 43,599 66,648 45,043 30,000 16,137 20,523 17,975 27,275 26,697 14,014 23,119 384,574 1,402,177
NN residential (black) - - - - - 3,070 1 6 - - - - - - - - - - - - - 3,077
NN residential (orange) 33 12 1 - 1 - 5 - - - 4 6 - - - 6 2 - - 17 - 87
Total NN residential 140,548 24,665 s siE ) 74,835 43,587 135,782 191,697 47,263 260,506 78,276 111,299 79,164 53,398 45,760 39,969 47,693 70,509 64,229 26,651 61,498 501,662 2,157,442
Total low voltage 153,591 27,142 64,789 81,703 47,444 153,782 211,657 53,398 286,972 85,218 120,482 86,607 57,535 50,891 46,460 52,707 77,666 70,254 30,068 66,657 546,557 2,371,580

TOTAL 153,780 27,180 64,898 81,814 47,477 154,005 211,818 53,456 287,113 85,260 120,590 86,712 57,585 50,903 46,528 52,764 77,751 70,331 30,102 66,694 546,950 2,373,711
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Customers HEP-Opskrba Customers HEP-Toplinarstvo
Customer category 2013 2014 14/13 (%) 2013 2014
Number of customers 34,630 64,949 87.6 Zagreb - District heating system
Number of MP's per customer 2.6 1.9 -26.9 Heat sales 1,315,079 MWh 1,107,354 MWh
MWh/ Steam sales 451,495t 362,149 t
Sales of electricity  systomer 211 99 -53.1
kn/customer 83,526 36,859 -55.9

MP = metering point

Number of metering points

Customer category 2013 2014 14/13 (%)
High voltage 47 46 -2.1
Mediumvoltage 1,365 1,193 -12.6
Low voltage - commercial 79,614 91,300 14.7
Low voltage—public lighting 10,175 12,146 19.4
Low voltage - residential 17 20,655

Total low voltage 89,806 124,101 38.2
Total 91,218 125,340 37.4

Zagreb - Local boiler plants

Heat sales 178,026 MWh 139,432 MWh
Customers 16,971 16,971
Sisak operative area

Heat sales 61,507 MWh 51,579 MWh
Customers 4,134 4,140
Osijek operative area

Heat sales 180,701 MWh 157,552 MWh
Steam sales 117,594 t 102,795 t
Customers 11,699 11,700
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Customers HEP-Plin

Number of customers according to metering points (MP)

Operative area No. of MP’s No. of MP's
P 2013 2014
Osijek - Baranja County 62,073 62,560
Pozega - Slavonija County 8,049 8,145
Virovitica — Podravina County 3,810 3,828
Other counties 0 78
Total 73,932 74,611
Gas sale structure according to tariff models
Customer categories No. of Customer categories :
2013 MP's 2014 No-of MP's
: : Residential
TM1 - Residential 68,677 TM1-TM4 69,255
: Commercial
(Tu'\:']ﬁe'ﬁomn%e;)c'a' 5,237 TM1-TM8 5,351
(under T m m3)
: Commercial
(TO'\\/'/;']C;mmmB?m'a' 18 TM9-TM12 5
(over T m m3)
Ukupno 73,932 Total 74,611

Tariff models were changed in 2014 compared to 2013.

Underground and overhead line lengths

Since the Croatian Transmission System Operator was
unbundled since July 1, 2013 and has operated accord-

iIng to the ITO model In the reporting period, data on the
length of underground and overhead transmission grid
cannot be included in this report. Therefore, the report
presents the line lengths according to voltage level and
line type only for lines managed by HEP-Operater distri-

bucijskog sustava:

Lines 110 kV (km)

OHL Cable |Undersea

Lines 35, 30 kV (km)

OHL Cable |Undersea

Lines 20 kV (km)

OHL Cable |Undersea

2013 23.3 4.8

5.8

3,334.7| 1,320.6 132.2

3,221.8| 3,276.0 2.6

2014 5.5 4.8

0

3,154.5| 1,375.7 138.1

3,434.9| 3,587.6 2.6

Lines 10 kV (km)

Network 0,4 kV (km)

Residential connections (km)

OHL Cable |Undersea | OHL bare| . IRl Cable | OHL bare/| . OHL Cable

insulated insulated
2013 17,829.4| 10,918.2 239.6| 19,521.7| 26,905.8| 17,4649| 3,797.3| 17,258.7| 10,471.3
2014 17,373.3| 11,297.4 235.6| 17,406.5| 28,662.1| 16,122.5| 3,459.8| 18,123.7| 11,399.1

OHL = overhead
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3 Our approach to
management: quality,
iInnovation, responsibility

Corporate responsibility Is incorporated In the founda-
tions of HEP group corporate governance, identified Iin
the company mission. Corporate sustainability in the
sense of Impacts on society, economy and environment
Is entwined in all governance processes of HEP group.

Mission
Secure anc

a high leve

Vision

quality supply of energy to customers, with
of soclal responsibility.

Croatian energy leader with a growing share on the

regional electricity generation, supply and trade market
oroviding a secure and quality service based on the
orinciples of environmentally friendly generation, energy
efficiency and sustainable operation.




Fundamental values of HEP group

Competence
and innovation

Our employees are the most valuable
resource and support in achieving the
company's mission and vision and

In creating values. With openness to
new Ideas and creativity, we develop
skills and competencies.

Quality and
business excellence

Following requirements and
expectations of all stakeholders, we
improve the quality of our products
and services. Our goal Is the
company's business excellence.

Environmental
responsibility

We produce, transmit and distribute
energy In an environmentally-friendly

manner. We promote efficie
energy among our custome
as development and use of
energy sources.

Integrity

Nt use of

'S as well

‘enewable

We act professionally and conscientiously
INn our relations toward customers,
business partners, employees and assets.

We affirm zero-tolerance for

corruption.

Our Code of Ethics defines the principles

of business behavior.
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Compliant to the HEP group governance model, HEP d.d. Management Board
manages operations and partly executes operative fuc-
tions, directs, monitors and coordinates business activ- Management Board in 2014
ities in subsidiaries. Governing bodies of HEP d.d. are: Perica Juki¢ President ~ Member as of May 10, 2013, President as of September 12, 2014
Management Board, Supervisory Board and General As- Tomislav Serié¢ President From May 10, 2013 until September 12, 2014
sembly which represents shareholders — the Republic Zvonko Ercegovac Member  Since February 23, 2012
of Croatia. lvan Matasi¢ Member From February 23, 2012 until September 12, 2014
Krunoslava Grgi¢ Boljesic Member From February 23, 2012 until September 12, 2014
Zeljko Stromar Member From December 16, 2013 until March 31, 2015
Sasa Dujmié Member Since December 4, 2014

Management Board in 2013

Tomislav Serié President  Since May 10, 2013
Zlatko Koracevié President  Until May 10, 2013
Zvonko Ercegovac Member Since February 23, 2012
lvan Matasic¢ Member Since February 23, 2012
Krunoslava Grgi¢ Boljesic Member Since February 23, 2012
Perica Jukié Member Since May 10, 2013
Rodoljub Lali¢ Member Until May 10, 2013

Zeljko Stromar Member Since December 16, 2013
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Supervisory Board

Members of the Supervisory Board in 2013 and 2014

Nikola Bruketa President Since February 23, 2012

Zarko Primorac Member Since February 23, 2012

lvo Uglesic Member Since February 23, 2012

Ante Ramljak Member From February 23, 2012 until June 5, 2014
Igor Dzajié Member Since September 19, 2012

Mirko Zuzi¢ Member  Since September 19, 2013

Juraj Buksa Member Since June 5, 2014

Jadranko Berlengi Member Since June 3, 2008

General Assembly

General Assembly is composed of the members repre-
senting the shareholders’ interests:

lvan Vrdoljak Member Since November 21, 2012

Doing business ethically

HEP group conducts business in compliance with the
law and ethical norms, guided by the corporate Code of
Ethics, adopted in 2002. HEP group amendedthe Code
iIn 2010, ensuring its compliance with the requirements
by the Anti-corruption program for state-owned compa-
nies, Code of Ethics of the Croatian Chamber of Econo-
my and Corproate Governance Code (Zagreb Stock Ex-
change and the Croatian Financial Sevices Supervisory
Agency — HANFA), since HEP issues corporate bonds.

In 2013 HEP conducted the Action plan to implement
the Croatian Government Anti-corruption program for
state-owned companies, with the goals to raise respon-
sibility and transparency, strengthen corruption preven-
tion and support zero-tolerance to corruption approach.

Advertisements on employment tenders are published
on the corporate web site. Corruption prevention and
ethical doing business educational material is available
to all employees on the corporate intranet platform —
Infohep.
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Information officer for HEP group received 21 request to
provide access to information in 2013 and all requests
were resolved. In compliance with the Act on the Right
of Access to Information, a report was composed on
the implementation of legal provisions and submitted to
the Information Commissioner of the Republic of Croa-
tia. Information Commissioner for HEP group received
16 requests to access information in 2014, out of which
13 were resolved. No requests were forwarded to other
public administration bodies.

Ethical Committee of HEP group is comprised by eth-
iIcs commissioners from subsidiaries and the person in
charge with governance compliance complaints. Con-
tacts data, form to report unethical behavior and gov-
ernance compliance irregularities are available on HEP
Intranet pages and on the official web page. Code of Eth-
ics is also publicly available online (Croatian version).

According to the Act on the Preventing of Conflict of In-
terest in Public Office, presidents and members of man-
agement boards of the companies owned by the Repub-
lic of Croatia, including the companies incorporated in
HEP group, cannot serve as members of the supervisory
boards of the connected companies, with the exception
of the companies whose founder is not directly Repub-
lic of Croatia and In which the state does not have a
majority stake. In the reporting period, the Commission
on Conflict of Interest passed five rulings against HEP
on the breach of the conflict of interest provisions. The
company iImmediately corrected irreqularities and im-
plemented the requested changes.


http://www.hep.hr/hep/dop/Eticki_Kodeks.pdf
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Professional contribution

Our experts contribute to various organizations and in-
stitutions by producing their expert and scientific pa-
pers and materials, participating in conferences, con-
sultations, expert gatherings, symposia, workshops
and seminars, as well as circular e-mail discsussions,
contributing as board members of various associations
and national committees.In this way, our employees ex-
change specialist knowledge and experience and are
active members of the international energy community
thus directly and in an organized way contribute to net-
working and implementation of the EU and energy com-
munity regulations. Therefore, our experts are important
stakeholders in the process of creation of national ener-
gy policy, legal regulations, as well as all other activities
contributing to the benefit of HEP and our customers.

HEP d.d. and subsidiaries in HEP group are collective
members, while experts from HEP are individual mem-
bers of a number of international organizations, institu-
tions and associations:

>  EURELECTRIC (Union of the Electricity Industry)

>  |EEE (The Institute of Electrical and Electronic
Engineers)

>  CIGRE (International Council on Large Electric

Systems)

CEEP (Central Europe Energy Partners)

ICOLD (International Commission of Large Dams)

IHA (International Hydropower Association)

CIRED (Congres International des Réseaux

Electriques de Distribution)

vV V V V
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LWA (Live Working Association)

EFET (European Federationof Energy Traders),
|AEA (International Atomic Energy Agency),
ENS (European Nuclear Society)

UNICHAL (International Union of Heat
Distributors),

EUROHEAT & POWER (District Heating and
Cooling and Combined Heat and Power
Association)

EWEA (The European Wind Energy Association)

IIA GLOBAL (Institute of Internal Auditors, Florida,
SAD), through HIIR — Institute of Internal Auditors
of Croatia

ISACA (Information Systems Auditand Control
Association),through the Croatian branch, ISACA
Chapter Croatia

ISSA (International Social Security Association)
ECLA (European Company Lawyers Association)
and others



yproach

nability
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4 Qur approach to

sustainat

ity

Challenges of organizational economic
and social impact

HEP group Is one of the largest and strategically most
important corporate subjects in the Republic of Croa-
tia. Our strategic role is significantly influenced by the
energy sector we operate in — development, generation,
transmission, trade, distribution of electrical and ther-
mal energy, as well as natural gas. Energy sector not
only has a significant impact on the sustainability of
the Croatian economy, but also on the quality of life of
citizens. Following regulatory changes, the HEP group
subsidiaries are not sole market players in electricity
supply. Important changes in market liberalization hap-
pened exactly in the reporting period, during 2013.

In the process of market liberalization we realized that
we have to shift our sustainability from market share to
quality 1ssues, responsible customer relations and eth-
ical participation on the market in order to enable fair
play and competition development.



In the process of market
Iberalization we realized that we
have to shift our sustainability from
market share to quality 1ssues,
responsible customer relations ana
ethical participation on the'market
N order to enable fair play and
competition development.
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During the two reporting years, especlally 2014, we
strived to intensify customer communication. It was im-
plemented mostly through media content and participa-
tion in public forums, expert gatherings and conferenc-
es In order to raise stakeholder awareness on market
liberalization. The largest issues we confronted was the
initially poor preparedness and very low level of educa-
tion (understanding) of liberalization process (especial-
ly in residential segment). We invested continuously in
market education, being aware that the CSR objectives
In this segment should be amibitiously defined In sev-
eral segments — reasonable dialogue development and
exchange of opinions with competitors would contrib-
ute to the development of transparency of communica-
tion with customers, increase of supervision of ethical
behavior on the market. As a considerable player, HEP
shares responsibility for dialogue development in fu-
ture. New market relations, along with the best Europe-
an practices inspire us to invest more efforts in custom-
er relations development, both individual and collective
stakeholders, in <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>