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1.1 Operating highlights of the HSE Group and the HSE Company

1

GRI: 120-7; 201-1.

Net sales revenue in EUR

Revenue in EUR

EBITDA in EUR

HSE Group HSE Company

HSE Group HSE Company

2,613,503,989

2,538,204,221

1,837,247,832

1,860,698,020

2021 2020

Produced electricity in GWh

2021

2020

HSE Group

2,913,590,058

1,858,861,858

2021 2020

Assets in EUR

HSE Company

2,746,262,141

1,870,651,657

2021

2020

330,198,858

187,876,309

108,640,716
96,195,221

2021 2020 2021 2020

Cash in EUR

HSE Group HSE Company

HSE Group
7,627

6,878

HSE Group

2,044,297,833
1,865,305,533

2021 2020

2021 2020

HSE Company

1,446,497,311

1,246,755,844

2021

2020

96,589,748

78,473,024

48,798,746
37,486,059

2021 2020 2021 2020
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Total indebtedness in EUR

Investments in EUR

HSE Group 671183,485 HSE Company
642,440,307
263,446,609
I 214,055,939
2021 2020 2021 2020

Added value per employee in EUR

HSE Group
69,651,768

42,814,532

2021 2020

Employees

HSE Company

3745857 o0 o0
|
2021 2020

HSE Group HSE Company 612,365

519,231

147,634

l 101,366

2021 2020 2021 2020

HSE Group 3.003

HSE Company
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1.2 Letter by the management’

The future belongs to u :

These are the words usually used by the HSE Group to describe not only our activity,
but also our strategic edges, i.e. reliability, stability, and efficiency.

The objectives pursued in our operations are focused on sustainable growth,

development, and competitiveness.

Actions steering us towards attaining these objectives are based on creativity
and innovativeness, pro-activity, and the pursuit of continuous improvements.

All of the above is combined to form the mission of HSE Group companies, “Which is to
provide for safe, reliable, competitive, sustainable, and viable generation of electricity.
| [

Largely thanks to the committed efforts of all our stake-
holders, we were able to accomplish our mission in 2021,
wrapped up by this Annual report. In 2021, we generated a
record EUR 2.5 billion in or a whopping 43 per cent higher net
revenue from sales than planned. The consolidated EBITDA
amounted to a good EUR 330 million or 143 per cent more
than planned, which is exclusively due to reaching an out-of-
-court settlement with the General Electric Group related to
the investment in Block 6 of TES.

The HSE Group continues to remain the largest electricity
generator in Slovenia. Particularly the first half of the year
was characterised by an exceptional hydrology, allowing HSE
Group hydro-electric power plants to perform extremely well
by generating 1.8 TWh in electricity or 448 GWh more than
during the same period last as early as in May 2021. In this re-
gard it is worth noting that Soske elektrarne Nova Gorica were
able to generate more than 100 GWh in renewable electricity

2 GRI:102:14.

for the first time in history on a monthly basis in May 2021.
Together with the Av€e pump-fed hydroelectric power stati-
on and the Hubelj Solar Power Plant, it managed to generate
almost 125 GWh thereof. Throughout 2021, the HSE Group
generated 7.1 TWh in electricity (including the 49 per cent of
generated electricity of HESS), accounting for more than
65 per cent of electricity generated in Slovenia and for more
than 70 per cent of the Slovenian renewable electricity ge-
neration structure. As many as 44 per cent of all generated
electricity was generated from Velenje coal powering the
Sostanj Thermal Power Plant (TES). Whereas 56 per cent of
electricity was generated from renewable sources by Dravske
elektrarne Maribor, Soske elektrarne Nova Gorica and Lower
Sava power plants. In view of high availability of generation
infrastructure, favourable market conditions and an efficient
management of the covid-19 epidemic, the generation of
electricity and the resulting supply of Slovenia therewith was
never jeopardised.

The challenging but also exceptional year of 2021
will be one for the history books of the HSE Group.
Successfully completed projects, the expansion
of the Group and integration of new members and
markets in addition to generation records, each in
their own way contributed to good operational re-
sults paving our way for the future.

Marko Strigl, M.Sc.
CBO of HSE

The excellent operational results of the HSE Gro-
up can be primarily credited to the team work of
our dedicated and motivated employees. In 2021,
it contributed to many positive stories, including
the successfully concluded out-of-court settle-
ment with General Electric, which gives me my
greatest source of pride.

Uros Podobnik
CBO of HSE

We' have put another dynamic and challenging
and,'in the light of our objectives and challenges
at the‘'end; successful year behind us. Even during
the twentieth year of our existence we were able to
retain the status of the biggest generator of electri-
city.in'Slovenia and the central pillar of its safe,
reliable, and environment-friendly generation.

Viktor Vracar, PhD
CEO of HSE
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Viktor Vraéar
PhD, CEO of HSE

Last year was also characterised by many successfully com-
pleted projects. We are extremely proud of the successfully
completed EUR 261 million out-of-court settlement with Ge-
neral Electric, allowing the Soétanj Thermal Power Plant to be
largely compensated for the damage incurred in relation to
the construction of Block 6. The admission of a new company
into the HSE Group was also an important milestone.

ECE will expedite our plans related to selling electricity to end
users and to developing comprehensive energy solutions. In
June, an agreement to acquire Energija plus was signed.

In addition, the construction of new renewable source gene-
ration capacities was resumed. The foundation stone of the
currently largest solar power plant in Slovenia which sent
the first electricity into the network in Spring 2022 was also
laid. The Prapretno solar power plant is a prime example
of using a degraded area and thus of a just transition of a
former coal-mining region towards a location generating re-
newable electricity. The green transformation of the Central
Sava Valley (Zasavje) Region will be further augmented with
the construction of hydro-electric power plants on the Middle
Sava, a project as part of which challenging comprehensive
environmental assessment studies were carried out in 2021.

There is a challenging period ahead of us, during which the
coal-mining region restructuring collaboration will be at the
forefront. In compliance with the National Coal Phase-Out
and Coal-Mining Region Restructuring Strategy in compli-
ance with just transition principles, adopted by the Gover-
nment of the Republic of Slovenia in January 2022, a plan of
investments in technologies which will seek to preserve and
continue to develop the strategic energy location in the Salek

Uros Podobnik
CBO of HSE

Valley will be drawn up. The social security of employees until
20383, when a complete coal phase-out is foreseen, and also
for the duration of closure works following that year, comes
first. At the same time, aware of our role and responsibility
towards all stakeholders and the environment, our develo-
pment investments will be focused on alternative renewable
electricity generation capacities, on ensuring reliable opera-
tions of our generation facilities, protecting the environment,
the safety and satisfaction of employees, the owner, and all
our other key stakeholders that form part of our operations.

It appears that facing the coronavirus epidemic will continue
to remain one of our challenges in 2022. Our operations and
business processes were adjusted thereto in a way that al-
lowed them to continue without interruption and in complian-
ce with our plans. Credit for this goes primarily to more than
three thousand of employees of the HSE Group, who ensured
that, in spite of changed working conditions, our results were
exceeded. Credit for results achieved in 2021 that we can be
proud of goes to our employees, owner, Members of the Su-
pervisory Board and all other key stakeholders.

In 2021, the HSE Group commemorated the twentieth anni-
versary of its existence and operations. During this time, se-
veral milestones, each of which contributed to our visibility,
reputation and performance in its own way, were attained.
The construction of hydro-electric power plants on the Lower
Sava, the construction of the Avée pump-fed hydroelectric
power station, and Block 6 of TES, the signing of a concession
agreement for the construction of hydro-electric power plants
on Middle Sava, setting up the currently biggest solar power
plant in Slovenia, the expansion of our trading activities that

Marko Strigl
M.Sc., CBO of HSE

allow us to be currently present on all main European futures
and daily electricity exchanges, and more than three hundred
satisfied business partners are achievements that rank us
among significant players in the European energy industry.
We not only “believe: committed to continuous development
and improvements” but we are also “positive” that we will
continue to remain one of the top players in the energy indu-
stry upon the commemoration of our fortieth anniversary in
twenty years’ time. In word, objective, and deed.

Done in Ljubljana, on 20 May 2022

Marko Strigl, M.Sc.
CBO of HSE

-

Uro$ Podobnik
CBO of HSE

-

CF O v e -

Viktor Vracar, PhD
CEO of HSE
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1.3 Report of the Supervisory Board’

Franc Dover, M.Sc.
President of the Supervisory Board of HSE

Pursuant to the Companies Act, the

Articles of Association of the limited liability
company HSE d.o.o., the Rules of Procedure
of the Supervisory Board of HSE d.o.o.,

and the Corporate Governance Code for
Companies with State Capital Investments,
the Supervisory Board of HSE d.o.o. hereby
issues the 2021 Report of the Supervisory
Board of HSE d.o.o.

3 GRI:102-28.

1.3.1 Mode and scope of reviewing
the management and operations of
HSE in the 2021 financial year

In 2021, the Supervisory Board held sixteen sessions in to-
tal, out of which thirteen ordinary, one extraordinary, and two
correspondence sessions. The participation of Members of
the Supervisory Board of HSE can be seen in the table inclu-
ded in the Governance Declaration. The Supervisory Board
of HSE received regular updates the operating activities and
results of the HSE Group and HSE and the implementation of
the decisions of the Supervisory Board, deliberated on legal
transactions and business matters of subsidiaries, for which
prior consent from the Supervisory Board was required under
the Articles of Association, the legal transactions between
the HSE, PV and TES that required the permission of the Su-
pervisory Board in compliance with the Slovenian Sovereign
Holding Act (ZSDH-1) and other business and strategically
important areas with a material effect on the medium-term
and long-term interests of the HSE Group and HSE. All deci-
sions at the sessions of the Supervisory Board were adopted
by unanimous consent, save in cases where there were any
grounds for non-voting or the abstention of any Member of the
Supervisory Board. On a regular basis, the Supervisory Board
of HSE received regular updates from the Management Board
of HSE on the development of the vertical integration project,
the operations of the HSE Group and HSE and reports on the
implementation of operating optimisation and streamlining
measures, liquidity, borrowing, receivables, reports on risk
management in the HSE Group or other HSE Group compani-
es, commitments of HSE or other HSE Group companies rela-
ted to bank agreements, and the implementation of decisions
of the sole company member.

The Supervisory Board of HSE gave its consent to the 2022
Business Plan of the HSE Group, an additional indicative plan
for 2023 and 2024 and its revision in November 2021. It con-
firmed the 2020 annual reports of the HSE Group and HSE
and the 2022 Work Plan of the Internal Audit Department in
addition to regularly taking note of its audits and of the qu-
arterly work reports of the Internal Audit Service. The Super-
visory Board of HSE intensively continued focusing its acti-
vities aimed at controlling the liquidity and borrowing of the
HSE Group and HSE, whereby special attention was paid to
monitoring the conditions in the ‘thermal energy division’, i.e.
of PV Group companies and in TES. Within the scope of its
supervisory function, the Supervisory Board of HSE obtained

answers to questions posed in addition to the usual materials
provided for Supervisory Board sessions.

The Supervisory Board of HSE also kept up-to-date on the
course of negotiations and, in the end, consented to conclu-
ding a EUR 261 million out-of-court settlement concluded by
HSE and TES with the legal successor of Alstom, the General
Electric (GE) Group whereby the Sostanj Thermal Power Plant
compensated for a major part of the damage incurred in rela-
tion to the construction of Block 6.

In 2021, the Supervisory Board of HSE regularly took note of
the so-called vertical integration project and consented to
submitting a binding offer for the acquisition of a 51 per cent
participating interest in Energija plus d.o.o., before consen-
ting to the conclusion of an acquisition agreement after nego-
tiations had been completed.

The Supervisory Board of HSE estimates that it operated to
the benefit of the company and the Group, on the basis of the
information and reports submitted to it by the Management
Board, within the scope of its powers and responsibilities laid
down by law and the Articles of Association and taking into
consideration the Reference Corporate Governance Code for
Companies with State Capital Investments (November 2019
and March 2021 versions, SDH, d.d.). The Management Board
of the Company kept the Supervisory Board of HSE regularly
apprised of the decisions of the founder, important projects,
court/arbitration proceedings and significant events in HSE
and the HSE Group.

At the beginning of 2022, the Supervisory Board assessed it-
self and adopted appropriate decisions. The Members of the
Supervisory Board of HSE review their work done so far and
adopt improvements for their work after the end of the financial
year on an annual basis through a self-assessment proced-
ure of the Supervisory Board. Wherever there is a conflict of
interest in the decision-making process, Members of the Su-
pervisory Board recuse themselves from taking part in votes.

1.3.2 Operation of the Audit
Committee of the Supervisory Board
of HSE

In 2021, the Audit Committee of the Supervisory Board of
HSE d.o.o. (AC) operated in the following composition:

Mr. Andrej Jansa,
President of the AC since 28 October 2020,
Bachelor’s degree (Level 2 of the Bologna Process);

Mr. Janez Gutnik,
Member of the AC since 28 October 2020,
Bachelor’s degree (Level 2 of the Bologna Process);

Mr. Bostjan Jancar,
Member of the AC, representative of employees,
Master’s degree (Level 2 of the Bologna Process)

Marko Hoéevar, PhD
External Member since 26 November 2020,
PhD degree (Level 3 of the Bologna Process).

In 2021, the Audit Committee of the Supervisory Board held
eight ordinary, two extraordinary, and one correspondence
session(s) that all Members of the Audit Committee of the Su-
pervisory Board of HSE d.o.o0. attended or voted by ballot. The
Members of the Supervisory Board who are not Members of
the Audit Committee were kept apprised of the work of the
Audit Committee by being granted access to the minutes of
its session. In addition, the President of the AC also regularly
reported on the work and findings of the AC at the sessions of
the Supervisory Board. The Audit Committee deliberated on
issues in compliance with the Companies Act (ZGD-1), Work
Recommendations for Audit Committees, Rules of Proced-
ure of the Audit Committee, the 2021 Work Plan of the Audit
Committee of the Supervisory Board, and decisions of the
Supervisory Board of HSE. The AC consisting of Mr. Jansa,
Mr. Hocevar, PhD, Mr. Gutnik, and Mr. Jancar, self-assessed
their work at the beginning of 2022 and also adopted a decisi-
on on the basis thereon.

1.3.3 Operation of the HR
Committee of the Supervisory Board
of HSE

The permanent HR Committee of the Supervisory Board of
HSE operated in 2021. It held four regular sessions. Its role is
to provide technical HR assistance to the Supervisory Board.
It proposed 2021 Criteria for the calculation of variable remu-
neration of the Management Board of HSE d.o.o., the Mana-
gerial function replacement policy in HSE Group companies
to the Supervisory Board of HSE and reviewed the meeting of
the adopted Management Board criteria for 2020.
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1.3.4 Operation of the Restructuring
Committee of the Supervisory Board
of HSE

In 2021, the permanent Restructuring Committee of the Su-
pervisory Board of HSE operated. One extraordinary session
was held. The Committee served as expert support to the
Supervisory Board in relation to restructuring the HSE Gro-
up. It deliberated on issues in accordance with the Rules of
Procedure and decisions of the Supervisory Board of HSE. It
deliberated on the reports of the General Managers of subsi-
diaries on the potential restructuring of their respective com-
panies, what the restructuring programme would entail and
the potential solutions for the financial position of the com-
pany they see.

1.3.5 Operation of the Marketing
and Investment Committee of the
Supervisory Board of HSE

In 2021, the permanent Marketing and Investment Committee
of the Supervisory Board of HSE operated. It held two ordi-
nary, two extraordinary, and one correspondence session.
The Committee provided expert support to the Supervisory
Board of HSE in relation to marketing and investments. It de-
liberated on issues in accordance with its Rules of procedure
and decisions of the Supervisory Board. It took note of the
2022 Business Plan for the HSE Group and HSE with an ad-
ditional 2023 and 2024 indicative plan that focused mainly on
key investments. It took note of the changes to the investment
planning, implementing, and monitoring system in the HSE
Group and HSE and to related organisational regulations. In-
ter alia, it delivered a favourable opinion for investments in
improving the generating efficiency and improving the availa-
bility of Block 6 of TES and consented to several planned RSE
investments. At several sessions, it deliberated on providing
sufficient protection to electricity generation in the face of
volatile electricity and emission allowance prices and related
sales and marketing activities.

1.3.6 Opinion on the work of the
Management Board in 2021

In accordance with the law and good practice, the Supervi-
sory Board of HSE comprehensively supervised the mana-
gement and operations of the HSE Group and HSE in 2021.
Members of the Management Board participated in the me-
etings of the Supervisory Board of HSE, extensively reported

on each item in cooperation with the heads of other professi-
onal departments of HSE and answered additional questions
of Members of the Supervisory Board. The Management Bo-
ard and the President of the Supervisory Board also regularly
communicated outside the sessions of the Supervisory Board
of HSE. Professional departments of HSE organised meetin-
gs, introduced real-time technical improvements and provided
administrative and organisational support to the Supervisory
Board of HSE. The Supervisory Board regularly monitored and
assessed the work of the Management Board when delibera-
ting on periodic business results and project implementation,
compared the operations of the HSE Group and HSE d.o.o.
with past operations and planned objectives, and took note of
the reports by external experts on individual HSE Group com-
panies. The Management Board diligently and passionately
worked towards achieving the set operating objectives and
optimal budgeting in the HSE Group and its companies and it
cooperated with the Supervisory Board of HSE well.

1.3.7 Opinion on the operations of
the Group and Company in 2021

Despite harsh epidemic-related conditions, the HSE Group
was able to ensure reliable electricity supply throughout the
entire year of 2021. On account of a high incidence of sick le-
ave and challenging geomechanical conditions in the Velenje
Coal Mine, coal power generation fell by 17% compared to
2020. Occasional coal extraction issues and the almost three-
-month-long overhaul of Block 6 led to a 13% lower generati-
on by the thermal power plant. Hydro power generation fell by
7% on account of below-average precipitation levels during
the second half of 2021. The deviation is even higher due to an
above average hydrology in the preceding year (2020). In total,
the generation units of the HSE Group generated 10% less
electricity compared to 2020 and provided for 19% in sales
volume which remained at the same level as the preceding
year. The HSE Group shifted its trading activities towards fi-
nancial products which resulted in a 7% lower quantitative
volume. In spite of that, its net revenue from sales of electri-
city increased by 38% (higher average sales prices). In 2021,
we witnessed sky-rocketing prices of electricity and energy
products that were more pronounced during the second
half of the year when joined by a high volatility of prices and
lower generation. The missing volumes were procured by the
HSE Group on the market at high prices, generating an 8%
lower gross margin with the sales of electricity. High prices
and the shift of our trading activities towards financial pro-
ducts are reflected in high other operating revenue showing
the netting benefits of electricity trading futures contracts
(EUR 123,959,224) and in other operating expenses showing

the netting benefits of valuing physical contracts at fair value
- at end of 2021 prices (EUR 161,377,066).

In March 2021, HSE and TES signed an out-of-court settle-
ment with the legal successor of Alstom, the General
Electric (GE) Group, in favour of TES. TES thus generated
EUR 231,824,032 in revenue from compensations, as a re-
sult of which the HSE Group generated an exceptional EUR
330,198,857 EBITDA which was 76% higher than in 2020. Re-
sulting from a good organisation of work and timely adopted
measures, the epidemic did not significantly affect the opera-
tions of the HSE Group.

All cost items were higher compared to the preceding year.
Costs of materials rose by 52% on account of a higher consu-
mption and growth in prices. The costs of steel arch support,
fuel oil, and construction materials increased the most. Costs
of services increased by 30%. The costs of outsourcing to
RGP and HSE Invest, which were partially covered by reve-
nue, and costs of services provided by lawyers increased
the most. Labour costs increased by 5%. Higher labour co-
sts were affected by the adjustment or raise of base gross
salaries, the computed variable business performance, re-
sulting from higher than planned operations, severance pay
on operational grounds, a higher holiday allowance, and the
integration of ECE in the consolidated financial statements of
the HSE Group. Higher prices caused a 34% and 40% increa-
se in costs of CO, emission allowances and concession fees,
respectively, leading to a 29% increase in other costs.

Due to the changed market conditions, i.e. the movement of the
future prices of electricity and CO, emission allowances, the
reduction of the economic life of the thermal energy division
from 2054 to 2033, the impairment of the assets of HSE Group
companies in the amount of EUR 164,491,000 related to the
thermal energy division of the HSE Group was carried out on
the basis of assessments according to IFRS 36. In spite of the
above, the HSE Group generated EUR 88,313,624 in operating
profit (EBIT). In 2020, a loss had been generated.

The net flow was negative on account of debt financing. In
2021, the HSE Group generated EUR 46,969,876 in net profit.

At the end of 2021, the assets of the HSE Group increased
by 10%. Other current assets accounted for the majority of
that increase as highly volatile electricity and CO, emission
allowance prices required additional financial coverage; in
addition to current trade receivables on account of higher
prices; and non-current operating receivables arising from
receivables from the out-of-court settlement with the Gene-
ral Electric Group. Non-current assets fell by 4% from impa-
irment.

Despite harsh epidemic-related
conditions, the HSE Group was able
to ensure reliable electricity
supply throughout the entire year
of 2021.

net revenue from sales of
electricity increased by

38
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Other current liabilities on the account of higher liabilities re-
sulting from the valuation of physical contracts for electricity
trading purposes at fair value at the high prices at the end of
2021, and current trade liabilities on account of higher prices,
account for the majority of liabilities.

At the end of 2021, capital was lower by 9%, despite net pro-
fits of the HSE Group. It fell due to the risk hedging reserve as
part of which the effects of electricity and CO, emission al-
lowance futures are shown (futures serving to hedge the sales
of self-generated electricity).

Bank indebtedness fell by 5%. TES repaid the fixed part of
the loan taken out from EBRD (EUR 28,757,143) early. SENG
repaid its loans with SID and NKBM early. On account of a
higher daily volatility of prices of electricity and CO, emission
allowances present during the last quarter of 2021, the HSE
Group required higher liquidity. These arise from the daily pro-
vision of financial coverage arising from futures contracts that
serve to hedge physical contracts in the future, meaning that
the futures-related liquidity deficit is only temporary. In light
of the foregoing, HSE drew down EUR 70,000,000 in revolving
loans at the end of 2021.

The HSE Group’s investments amounted to EUR 70 million.
The investments necessary to ensure reliability and operatio-
nal safety at generation units were the most common.

In 2021, HSE generated the highest net revenue from sales,
exceeding the EUR 2.6 billion limit. Compared to 2020, it was
40% higher on account of higher prices. The sales volumes
of electricity fell by 8%. This was mainly caused by the conti-
nuing trend of shifting trading activities on electricity markets
towards financial products. On account of an exceptionally low
hydro power generation during the second half of 2021, HSE
was forced to compensate for the missing volumes of electrici-
ty with more expensive procurements on the market, reflected
in a 9% lower gross margin, 13% lower EBIT, and 11% lower
EBITDA.

The parent company, HSE d.o.o., used valuations by certifi-
ed valuers to recognise the impairment of EUR 59,530,797 in
non-current investments in compliance with IFRS 36 which
caused a negative financial result. Despite the impairments,
HSE generated EUR 18,881,097 in net profit in 2021. Without
the investment impairment, the HSE Group would have gene-
rated EUR 78,411,894 in profit.

At the end of 2021, the assets of the company were 16%
higher compared to the preceding year, primarily due to the
effect of growing prices which, in turn, affected higher recei-
vables and required additional financial coverage. In addition,
HSE successfully entered the retail market by acquiring a 51
per cent participating interest in ECE and launched major in-

vestments (hydro-electric power plants on Middle Sava and
the Prapretno solar power plant). HSE’s investments amou-
nted to EUR 3.7 million. An impairment of investments was
reflected in a 6% lower balance of non-current investments
in subsidiaries.

Other current liabilities arising from the fair value of physical
contracts for electricity trading purposes at high prices at the
end of 2021 accounted for the highest increase in liabilities.
Even though the Company generated profit, its capital fell by
15%. This was caused by reducing the hedging reserve on
account of closing futures from hedges to procure electricity
in December 2021. As at 31 December 2021, the total indebte-
dness increased by 23% compared to the end of 2020. EUR
70,000,000 in revolving loans were drawn. All non-current loans
were repaid in compliance with the respective loan agreements.

1.3.8 Determining balance sheet loss

According to audited data, HSE Company d.o.o. generated EUR
397,615,260 in total balance sheet loss in the 2021 financial year.
The total value of investments fell by EUR 18,899,775 million com-
pared to 2020.

1.3.9 Review and confirmation of
the 2021 Annual Report of HSE and
the HSE Group including the opinion
on the Auditors’ report and the
Auditor’s letter to the Management
Board

Pursuant to paragraph 3 of Article 272 of the Companies Act
(ZGD-1), the Management Board of HSE d.o.o. submitted to
the Supervisory Board of HSE the 2021 Annual Report of the
HSE Group and the Company, including the auditor’s 2021 re-
ports, which was deliberated on by the Supervisory Board of
HSE at Session 28 of the Supervisory Board of HSE d.o.o. held
on 30/05/2022.

Deloitte revizija d.o.o. audited the 2021 Annual Report of the
HSE Group and HSE. On 20 May 2022 it issued its opinion that
the financial statements of the HSE Group and HSE present
a true and fair view of the financial position of the HSE Group
and HSE and comply with IFRSs. At its Session 16, held on
26/05/2022, the Audit Committee of the Supervisory Board of
HSE d.o.o. deliberated on the audited 2021 Annual Report of
the HSE Group and HSE, and established that the annual re-
port was prepared in a timely manner, was compiled clearly,
transparently and in accordance with the provisions of the

Companies Act (ZGD-1), the applicable International Financi-
al Reporting Standards and the International Valuation Stan-
dards, as adopted by the European Union, the provisions of
the Energy Act (EZ-1) and other relevant legislation (ZFPPIPP,
ZRey, etc.).

The Audit Committee of the Supervisory Board of HSE was
also apprised of the findings and recommendations stated in
the Letter to the Management of HSE d.o.0., issued and com-
piled by the Deloitte revizija d.o.o. audit company following the
completion of the 2021 audit process. The Audit Committee
had no objections to the 2021 Annual Report of the HSE Gro-
up and HSE. For this reason, it proposed that the Supervisory
Board of HSE adopt the decision to confirm the 2021 Annual
Report of the HSE Group and HSE in accordance with Article
282 of the Companies Act (ZGD-1). Pursuant to the indepen-
dent auditor’s opinion, the position of the Audit Committee of
the Supervisory Board of HSE, the data and disclosures in the
2021 Annual Report of the HSE Group and HSE, the HSE Su-
pervisory Board believes the auditor to have carried out their
work independently and professionally as well as in complian-
ce with the applicable legislation and business practice and
that the Annual Report was, in all material aspects, prepared
in line with the requirements of the Companies Act (ZGD-1) and
that the financial statements give, in all material aspects, a true
and fair view of the financial position of the HSE Group and
the Company as at 31 December 2021, and their income sta-
tement and the cash flow statements for the year then ended
are in accordance with the International Financial Reporting
Standards as adopted by the European Union.

The Supervisory Board of HSE has no objections to the audi-
tor’s report. The Supervisory Board of HSE also has no other
objections to the 2021 Annual Report of the HSE Group and
HSE that would in any way prevent it from making the decisi-
on to confirm it. For this reason, the HSE Supervisory Board
adopted the 2021 Annual Report of the HSE Group and HSE in
accordance with Paragraph 3 of Article 282 of the Companies
Act (ZGD-1). The said report was adopted within the open de-
adline, i.e. prior to the expiry of one month from the day when
the Management Board of the Company submitted the 2021
Annual Report to the Supervisory Board of HSE.

Done in Sostanj, on 30 May 2022

Franc Dover, M.Sc.
President of the Supervisory Board of HSE
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21 Chronology of important events of the HSE Group in 2021°

4 GRI: 102-10.

On 12 Ja
of HSE, Mark
of the Supervisory B

On 22 January, the Superviso

inted Ale$ Logar as a new membe

ment Board of PV. He took over finance
affairs and development. He took up office
March 2021.

On 23 January, Jure Simic, M.Sc., was appointed
the new CEO of HSE Invest.

Aiming at strengthening its position of the biggest
generator of renewable electricity in Slovenia, DEM
signed a letter of intent for establishing a pilot ge-
othermal power plant in the Municipality of Lendava
with its two partners, Petrol and Nafta Lendava. The
project will be the first application of a Slovenian
patent and is an important milestone for harnessing
geothermal energy at abandoned natural gas-oil
wells in Slovenia and throughout the world.

February

On 10 February, PV reached a new coal production
milestone - record progress was made at a single
coal face in a single day. At the G4/8 coal face loca-
ted in the north wing of the Preloge mine, 9.4 metres
in daily advance of heading or the biggest daily of
heading throughout the entire history of operations
of the coal mine was made. The previously biggest
progress had been made in PV in February 2012
(8.6 metres).

On 15 February, the General Assembly of RGP
appointed a new two-member Management Board
of the company, consisting-of its'CEO, Marko Ran-
zinger, and its General Manager, Zef Vucaj.

On 18 February, Elprom was deleted from the court
register of companies.

March

On 10 March, HSE and TES signed an out-of-co-
urt settlement with the legal successor of Alstom,
the General Electric (GE) Group, in a total value of
EUR 261 million benefiting TES. Thus, the claim
before the International Chamber of Commerce se-
eking damages for alleged unlawful conduct during
the construction of Block 6 of TES was withdrawn.

On 18 March, the Moody's credit rating agency
upgraded the long-term credit rating of HSE from
Bat ‘Stable’ to Bal ‘Positive’.

On 23 March, vaccination of employees against
covid-19 began in HSE Group companies. In com-
pliance with the resources at our disposal and the
vaccination strategy, employees working in genera-
tion facilities were vaccinated first.

For the purpose of standardisation