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Sworn translation from Romanian

SOCIETATEA DE PRODUCERE A ENERGIEI ELECTRICE IN HIDROCENTRALE
“HIDROELECTRICA” S.A.

(a joint stock company incorporated under the laws of Romania)

Offering of up to 78,007,110 Offer Shares by FONDUL PROPRIETATEA S.A.
at a price between RON 94 and RON 112 per Offer Share (the “Offer Price Range”)
and the admission to trading on the regulated market of the Bucharest Stock Exchange

This document has been approved by the Financial Supervisory Authority (the “FSA”) by Decision no. 6&] /22 June
2023, the FSA being the Romanian competent authority for the purposes of Regulation (EU) 2017/1129 of 14 June
2017 on the prospectus to be published when securities are offered to the public or admitted to trading on a regulated
market, as amended (the “Prospectus Regulation™), as a prospectus (the “Prospectus™) in accordance with Law no. 24/
2017 on issuers of financial instruments and market operations, republished (the “Law 24/2017”), the FSA Regulation
no. 5/2018 on issuers of financial instruments and market operations, with subsequent amendments and additions (the
“FSA Regulation no. 5/2018”), the Prospectus Regulation and other relevant legislation. The FSA only approves this
Prospectus as meeting the standards of completeness, comprehensibility and consistency imposed by the Prospectus
Regulation and such -approval should not be considered as an endorsement of the company that is the subject of this
Prospectus. This Prospectus has not been, and will not be, approved by any other competent authority of the European
Economic Area (the “EEA”) except for the FSA.

This Prospectus relates to an offering (the “Offering”) by FONDUL PROPRIETATEA S.A. (the “Selling Shareholder”)
of existing ordinary shares in the share capital of SOCIET. ﬂEf RODUCERE A ENERGIEI ELECTRICE IN
HIDROCENTRALE “HIDROELECTRICA” S.A., a er;t(g;@‘c;?:ompany\o incorporated under the laws of Romania,
registered with the Bucharest Trade Registry Office undér“ho gM Z.g} /2080, having sole registration code 13267213
(the “Company”, “Hidroelectrica” or the “Issuer”), ea L fof Avh _}ssue& fully paid with a par value of RON 10
and carrying one vote in a general meeting of sh. ho prs e _“Shages”). The Offering consists of up to
78,007,110 Shares offered by the Selling Shareholder (the Qﬂ'er gﬁ <

The offer price per Offer Share (the “Final Offer Price”) lbbSAwa\ﬂlln/t/ limits of the Offer Price Range, shall be
determined as per the mechanics set out in section “Subscriptio ale” and is expected to be made public on or
about 5 July 2023. The offer period for the Offer Shares will commence on 23 June 2023 and expire on 4 July 2023
(the “Offer Period”). The Offer Period may be extended or amended subject to FSA approval and publication of a
supplement to this Prospectus according to the applicable law. For further details see section “Subscription and Sale”.

In connection with the Offering, Erste Group Bank AG (acting directly or through Banca Comerciala Romana S.A.) as
stabilisation agent (the “Stabilisation Agent”) on behalf of Citigroup Global Markets Europe AG (the “Stabilisation
Manager”) may (but will be under no obligation to), to the extent permitted by applicable law, over-allot Offer Shares
or effect other stabilising transactions with a view to supporting the market price of the Offer Shares at a higher level
than that which might otherwise prevail in the open market. The Stabilisation Manager is not required to enter into such
transactions and such transactions may be effected on the Bucharest Stock Exchange and may be undertaken at any time
during the period commencing on the date of the commencement of trading of the Offer Shares on the Regulated Spot
Market of the Bucharest Stock Exchange and ending no later than 30 calendar days thereafter. However, there will be
no obligation on the Stabilisation Manager or any of its agents to effect stabilizing transactions and there is no assurance
that stabilising transactions will be undertaken. In no event will measures be taken to stabilise the market price of the
Offer Shares above the Final Offer Price. Such stabilisation, if commenced, may be discontinued at any time without
prior notice. Except as required by law or regulation, neither the Stabilisation Manager nor any of its agents intends to
disclose the extent of any over-allotments made and/or stabilising transactions conducted in relation to the Offering.

In connection with the Offering, the Stabilisation Agent may, for stabilisation purposes, over-allot Shares up to a
maximum of 15% of the total number of Offer Shares comprised in the Offering. For the purposes of allowing the
Stabilisation Agent to cover short positions resulting from any such over-allotments and/or from sales of Offer Shares
effected by it during the stabilising period, it is expected that the Selling Shareholder will grant the Managers the option
to purchase, or procure purchasers for, up to 11,701,067 additional Offer Shares (the “Over-allotment Option™),
pursuant to which the Managers may procure purchasers for additional Offer Shares up to a maximum of 15% of the
total number of Offer Shares comprised in the Offering (the “Over-allotment Shares™) at the Final Offer Price. The
Over-allotment Option will be exercisable in whole or in part, upon notice by the Stabilisation Agent, at any time on or
before the 30" calendar day after the commencement of trading of the Offer Shares on the Regulated Spot Market of
the Bucharest Stock Exchange. Any Overallotment Shares made available pursuant to the Over-allotment Option will
rank pari passu in all respects with the Offer Shares, including for all dividends and other distributions declared, made
or paid on the Offer Shares, will be purchased on the same terms and conditions as the Offer Shares being and will
form a single class for all purposes with the other Offer Shares.



Application will be made for the admission of all the Shares to trading on the Spot Regulated Market operated by Bursa
de Valori Bucuresti S.A. (in English the Bucharest Stock Exchange S.A) (the “Bucharest Stock Exchange” or “BSE”).
The Bucharest Stock Exchange is a regulated market in the EEA for the purposes of Directive 2014/65/EU of the
European Parliament and of the Council of 15 May 2014 on markets in financial instruments and amending Directive
2002/92/EC and Directive 2011/61/EU (the “Directive on Markets in Financial Instruments™). Prior to the Offering,
there has been no public market for the Shares. Admission of all the Shares to trading on the regulated market of the
Bucharest Stock Exchange is expected to take place on or around 12 July 2023 (“Listing Date”). The Shares are
expected to be traded under the symbol “H20”.

Payments for the Offer Shares are expected to be made in RON through RoClear (Romanian Clearing Settlement,
Custody, Depository and Registration System), which is managed by the Romanian Central Depository. Transfers of
Shares within the Offering and secondary market sales of Shares will be settled and cleared through the settiement
system managed by the Romanian Central Depository, in accordance with applicable Romanian laws and regulations.

The Offering is structured as an offering of Offer Shares: (1) outside the United States of America (the “U.S.” or
“United States”) in offshore transactions in reliance on Regulation S under the U.S. Securities Act of 1933, as amended
(the “Securities Act”), including to the public in Romania; and (2) in the United States to “qualified institutional
buyers” (“QIBs”) as defined in, and in reliance on, Rule 144A (“Rule 144A”) or another available exemption under the
Securities Act. Prospective investors are hereby notified that any seller of the Offer Shares may be relying on the
exemption from the provisions of Section 5 of the Securities Act provided by Rule 144A. The distribution of this
Prospectus and the offer and sale of the Offer Sha m&*'ﬁ’é’_,restncted by law in certain jurisdictions. Accordingly,
neither this Prospectus nor any advertisement or # j' other Offer%g\matenal may be distributed or published in any
jurisdiction, except under circumstances that will ‘ult}-"{h €omy ﬁgnce,\wﬂh applicable laws and regulations. Persons in
possession of this Prospectus are required by d Gorﬁ]ﬁaﬂy,“ ithe Selling Shareholder and each of the Joint Global
Coordinators, Joint Bookrunners and Co-Lead Mangg@ts; (allihs fted below and collectively, the Joint Global
Coordinators, Joint Bookrunners and Co-Lead Mal 6gers together, thé‘ ‘Managers”) to inform themselves about and to
observe any such restrictions. Any failure to comply with thes% regulatlons may constitute a violation of the securities
laws of any such jurisdictions. See section “Selling an e s}"er Restrictions™.

The Offering does not constitute an offer to sell, or solicitation of an offer to buy, securities in any jurisdiction in which
such offer or solicitation would be unlawful. The Shares have not been and will not be registered under the Securities
Act or with any securities regulatory authority of any state or other jurisdiction of the United States and may not be
offered or sold within the United States. For a discussion of certain further restrictions on offers, sales and transfers of
the Shares and the distribution of this Prospectus, see sections “Important Information about this Prospectus” and
“Selling and Transfer Restrictions”.

Read this Prospectus before subscribing. An investment in the Offer Shares involves substantial risks and uncertainties.
Prospective investors should read the entire document, and, in particular, should see section “Risk Factors” beginning on
page 14 for a discussion of certain factors that investors should consider prior to making an investment in the Shares.
Prospective investors must be able to bear the economic risk of an investment in the Offer Shares and should be able to
sustain a partial or total loss of their investment.
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SUMMARY

Section A — Introduction and Warnings

A.l. Introduction

1.1 Name and International Securities Identification Number (ISIN) of securities

The Offering comprises of an offering for sale of up to 78,007,110 Shares by the Selling Shareholder. All the
Shares have been assigned the ISIN RO4Q0Z5RO1B6.

1.2 Identity and contact details of the Issuer, including Legal Entity Identifier (LEI)

The Issuer is SOCIETATEA DE PRODUCERE A ENERGIEI ELECTRICE IN HIDROCENTRALE
“HIDROELECTRICA” S.A., a joint stock company organized and functioning under the laws of Romania
established based on Romanian Government’s Decision no. 627 dated 13 July 2000, registered with the Trade
Registry Office to the Bucharest Tribunal under no. J40/7426/2000, having sole registration code 13267213 and
Legal Entity Identifier (LEI) code 78720011SRQXO09PRB732, with its registered office in Romania, Bucharest,
sector 1, 15-17 Ion Mihalache Blvd., floor 10-15.

The Issuer’s telephone number at its registered office is +4 021.303.25.00, its email address is
secretariat.general@hidroelectrica.ro and its website is https://www.hidroelectrica.ro.

1.3 Identity and contact details of the offerors

Selling Shareholder: Fondul Proprietatea S.A., a retail closed-end investment fund under the Alternative Investment
Funds Law 243/2019 registered with and supervised by the FSA, organized and functioning under the laws of
Romania as a joint stock company, registered with the Trade Registry under number J40/21901/2005, having sole
registration code 18253260 and LEI code 549300PVO1VWBFH3DOO07, with its registered office at 76-80 Buzesti

Street, 7th floor, Bucharest 011017, Romania. P j:‘Cﬂ-

The Selling Shareholder’s telephone number at its re S;te’red office 1§ '+40 21 200 96 00, its email address is
office@fondulproprietatea.ro and the website is https: //\gyw fﬁhdillpgopnetaﬁea ro0.

Issuer: SOCIETATEA DE PRODUCERE A\ ENERGIEI ELECTRICE IN HIDROCENTRALE
“HIDROELECTRICA” S.A., a joint stock company o;gamzed and »ﬁmctlomng under the laws of Romania
established based on Romanian Government’s Decision™wo. 627 .dated 13 July 2000, with the Trade Registry
Office to the Bucharest Tribunal under no. J40/7426/2000; ~ havmg sole registration code 13267213 and LEI
number 78720011SRQX09PRB732, with its registered office in Romania, Bucharest, sector 1, 15-17 Ion Mihalache
Blvd., floor 10-15.

The issuer’s telephone number of its registered office is +4 021.303.25.00, its email is
secretariat.general@hidroelectrica.ro and its website is https://www.hidroelectrica.ro.

Hidroelectrica will request the Admission to trading of its Shares on the regulated market operated by the
Bucharest Stock Exchange.

1.4 Identity and contact details of the competent authority which approved the Prospectus

This Prospectus was approved by the FSA, having its headquarters located at 15 Splaiul Independentei, 5th
District, postal code 050092, Bucharest, Romania.

The FSA’s fax number is 021.659.60.51, its telephone number is 021.659.64.36, and its email address is
office@asfromania.ro.

1.5 Prospectus approval date

This Prospectus was approved by the FSA on 22 June 2023.

A.2. Warnings and information regarding subsequent use of the Prospectus

This summary has been prepared in accordance with Article 7 of the Prospectus Regulation and should be read as
an introduction to the Prospectus. Any decision to invest in the Offer Shares should be based on consideration of
the Prospectus as a whole by the investor. Investment in the Offer Shares involves risks and investors may lose all
or a part of their investment as a result of acquiring the Offer Shares. Where a claim relating to the information
contained in the Prospectus is brought before a court, the plaintiff investor may, under the national legislation,
have to bear the costs of translating the Prospectus before legal proceedings are initiated. Civil liability in relation
to this summary, including any translation thereof, attaches only to the persons who have tabled this summary but




only if this summary is misleading, inaccurate or inconsistent when read together with the other parts of the
Prospectus or it does not provide, when read together with the other parts of the Prospectus, key information in
order to aid investors when considering whether to invest in the Offer Shares.

Section B — Key information on the Issuer

B.1. Who is the Issuer of the securities?

a) Registered offices, legal form, LEI, legislation governing its activities and country of incorporation

The Issuer is SOCIETATEA DE PRODUCERE A ENERGIEI ELECTRICE IN HIDROCENTRALE
“HIDROELECTRICA” S.A., a joint stock company organized and functioning under the laws of Romania
established based on Romanian Government’s Decision no. 627 dated 13 July 2000, with the Trade Registry
Office to the Bucharest Tribunal under no. J40/7426/2000, having sole registration code 13267213 and LEI
number 7872001 1SRQX09PRB732, with its registered office in Romania, Bucharest, sector 1, 15-17 Ion Mihalache
Blvd., floor 10-15.

The Company has one subsidiary, S.S.H. Hidroserv S.A. (“Hidroserv”’ and together with the Company, the
“Gl'oup”),

b) Main activities

The Issuer is the leading electricity producer in Romania in terms of electricity produced, a large hydro player in
Europe and the main provider of ancillary services in Romania, playing an instrumental role in the security of the
National Energy System. The Issuer also sales electricity on the Romanian wholesale and retail electricity markets.

The Issuer is the only producer of electricity from a hydro source that operates dispatchable production units in
Romania and one of the largest hydro players in Europe, generating 13.6 TWh of electricity from hydro sources
in 2022, 16.9 TWh in 2021 and 15 TWh in 2020, all representmg gross production.

According to the Issuer’s constitutive act, its mai
and distribution of electricity”, whereas the main

éld of actlvny is NACE code 351 — “Production, transport
tfvxty isyNACE éb\de 3511 — “Production of electricity”.

In terms of hydro assets, the Issuer owns and operates 182 hydropower plants, which are strategically positioned
in seven locations/branches in Romania. The I uer also - has ﬁvejvpumping stations, which have an installed
capacity of 91.5MW and contribute to operational _menmes in Wat/er management. As regards its wind assets, in
2021 the Issuer acquired Crucea Wind Farm, with an™i stailed capacity of 108 MW consisting of 36 Vestas V112
type turbines of 3 MW each.

¢) Main shareholders, including if the Issuer is directly or indirectly controlled and by whom

As at the date of this Prospectus, the shareholders of the Issuer are the Romanian State (acting through the
Ministry of Energy) and Fondul Proprietatea S.A. The Issuer issued only ordinary Shares offering equal voting
rights to all shareholders of the Issuer.

The table below sets forth certain information regarding the ownership of the Shares prior to the Offering, and the
ownership of the Shares by the current shareholders immediately following the finalization of the Offering,
assuming all Shares are sold in the Offering and that the stabilisation proceeds are not used by the Stabilization
Manager to buy any Shares in the market:

Shares owned before the Shares owned after the
Offering Offering*
Shareholder (Number) % (Number) %
Romanian State .........ccceovuieereeieeecireeeireeecreeenreeeeereeereeennes 360,094,390 80.06 360,094,390 80.06
Fondul Proprietatea S.A.......ccccovvvverieieseniecnenenenne s 89,708,177 19.94 0 0
Others (free float) .......cccvcvercircinririneceeneceeeeecee e — — 89,708,177 19.94
TOtAL ...t 449,802,567 100 449,802,567 100

*  Subject to the successful closing of the Offering (as defined below) and provided that all Offer Shares (including the Over-Allotment Shares) are
validly subscribed for by investors in the Offering




d) Identity of main directors

The Company has a two-tier board structure, consisting of the supervisory board (the “Supervisory Board”) and
the management board (the “Management Board”). The Company’s current Supervisory Board comprises six
members appointed by an ordinary resolution of the general meeting of shareholders (the “GMS” or “General
Meeting of Shareholders™), given that the position occupied by the seventh appointed member was vacated
following resignation. As at the date of this Prospectus, the members of the Supervisory Board of the Company
are the following:

Date of
expiration The period during
of their which the person served
Name Position mandate in the position/ office
Mihai Liviu Mihalache...........c.ccccerveeininceennnnenrenccneeeine member 28.03.2027  February 2019 — present
Carmen Radu.........ccooviniininiiiicccccccccee e member 28.03.2027  February 2019 — present
Karoly Borbely........ooveeeoirireieeeecee e member 28.03.2027 July 2017 — present
Silviu Razvan AVIam ...........ccccoveiioncnncccneinenninnns member 28.03.2027 March 2023 — present
George Marius Toniuc ..o member 28.03.2027 March 2023 — present
Daniel Adrian Naftali..........ccccccoovieiinniiinicieicinns member 28.03.2027  January 2019 — present

The Company’s Management Board consists of five members elected by the Supervisory Board as a rule for a
period of four years, out of such members one is appointed by the Supervisory Board as chairman (the Chief
Executive Officer or the “CEQ” of the Company). The members of the Company’s Management Board listed
below were appointed on 7 April 2023 for an interim mandate expiring on the earliest of four months from the
date of appointment or the date when new directors are appointed following the selection process that the
Company has initiated' as per the proceejl/ufgs of “the Govemment Emergency Ordinance 109/2011 (“GEO 109/
20117): At

T \
Name ( Z | Position
Bogdan-Nicolae Badea\\u,_ R AT T — CEO
Marian Bratu.........o.oeececeeueereeeeeeeeeeeeeeeeesnesd { .................. N ARl FESS.  Fimla - i et COO
Razvan-Ionut Pataliu .........cccccoevevieiiecreeecerineenn L 7. s evveressioresessaeessseasessrossnessnrsnsnnvstesonsen susanarsarsassasasan CHRO
ANArei DOIMINIC GEICA .......ccuviieeeieeeeeeeeteeectteeeteeeesaeeeeeteeestessaseeteeesseeeseeeasaeesenseessessnsraseesassassstesasesasssesssasnssenssens CFO
CriStAN VIAAOTAIMU. ......ooeveieeeieiticeeeeeceteeeeerteeeeteesestaesereessaesrseeteesesse s saresnsaesrneaasesesseessssssseassssesaseeenssensesesnsenas CAO

¢) Identity of statutory auditor

The statutory auditor is KPMG Audit S.R.L., with its registered office located at 89A Soseaua Bucuresti-Ploiesti,
013685 Bucharest, registered with the Trade Register under no J40/4439/2000 having sole registration code
RO12997279, registered in the electronic public register of financial auditors and audit firms under number FA9
(GLKPMG’,)'

B.2. What is the key financial information regarding the Issuer?

a) Selection of key historical information

The following selected financial information for the three months ended 31 March 2023 and 2022 and the years
ended 31 December 2022, 2021 and 2020 has been derived from the Unaudited Condensed Consolidated Interim
Financial Statements, prepared in accordance with IAS 34 Interim Financial Reporting as adopted by the European
Union, and the Audited Consolidated Financial Statements, prepared in accordance with International Financial
Reporting Standards (“IFRS”) as adopted by the European Union (the “IFRS-EU”), respectively.

! Selection process was initiated by the decision of the Supervisory Board dated 6 June 2023.
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Excerpt from consolidated statement of profit or loss and other comprehensive income

Three months

(in million RON) ended 31 March Year ended 31 December
2023 2022 2022 2021 2020

Revenue 3,272.1 2,491.6 9,452.0 6,489.3 3,8414

Operating Profit ..........ocooceveniiiiinniniceeeeeneeenene 1,984.7 1,546.5 5,208.4 3,755.7 1,874.0

Profit for the year / period.........cc.ccoevervrnncvnnvnnceneenne 1,723.4 1,287.9| 4,464.0 3,116.1 1,558.0

Earnings per share

Basic and diluted eamings per share (RON).......c........... 3.84 2.87 9.95 6.95 3.48

Excerpt from consolidated statement of financial position

Three
months
ended
(in million RON) 31 March Year ended 31 December
2023 2022 2021 2020
TOtAl SSELS ....veveeeeeeeiieteieeeietee ettt eesesssee e seseseneeeeaens 27,528.2 25,432.2 22,761.7 16,593.9
TOtal €QUILY ...oveveveirereceireei ettt 23,321.0 21,586.9 19,183.5 14,510.3
Excerpt from consolidated statement of cash flows -~ SUFRITN
/. <4 Three months
(in million RON) ( > & ended 31“.\ March Year ended 31 December
\”(‘ 2023 / 2022 2022 2021 2020
Cash generated from operating activities................. .\5.4“..;» B vl,21:3.._3"' 1,232.0 5,166.2 4,725.0 2,731.5
Net cash from operating activities ......................oooooo.. 12105 12315 42353 4,0475| 22767
Net cash used in investing activities..........cccecueeevcreeeennens (613.4)| (1,930.0) (750.9)| (1,541.9) (91.0)
Net cash used in financing activities............cceceeveeervrcreene (24.7) (24.3)] (3,928.6)| (1,755.5)| (2,053.8)
Net increase / (decrease) in cash and cash equivalents... 572.4 (722.8) (444.2) 750.0 131.9
Cash and cash equivalents at the start of the period....... 660.7 1,104.9 1,104.9 354.8 223.0
Cash and cash equivalents as at period end .................... 1,233.2 382.1 660.7 1,104.9 354.8

b) Brief descriptions of any qualifications in the auditors’ report relating to the historical financial
information

None of the Issuer’s financial statements relating to the historical information for the years ended 31 December
2022, 2021 and 2020 and as of and the three month period ended 31 March 2023, presented in this Prospectus,
were subject to qualifications in the respective auditors’ reports. The auditors’ report on the consolidated financial
statements for the years ended 31 December 2022, 2021 and 2020 includes an emphasis of matter
paragraph which references the basis of preparation for the purposes of the initial public offering. The emphasis of
matter paragraph as extracted from the consolidated financial statements is presented below:

“We draw attention to Note 2 to the accompanying consolidated financial statements, which describes that the
consolidated financial statements have been prepared in connection with the public offering of the Company’s
shares on the Bucharest Stock Exchange. As described in Note 2, the Group also published consolidated financial
statements as at and for each of the years ended 31 December 2022, 2021 and 2020 prepared in accordance with
another general purpose framework (Order of Minister of Public Finance no. 2844/2016 and related amendments),
which represented its statutory annual financial statements. Our opinion is not modified in respect of this matter”.




B.3. What are the key risks that are specific to the issuer?

Key risks relating to the Group’s business and the industry in which it operates

Changes in regulations or government policies, particularly as a result of increased governmental intervention
in the electricity market, could materially and adversely affect the Group’s business. The Group’s production and
supply of electricity are subject to licenses issued by the national regulator Autoritatea Nationald de Reglementare
in domeniul Energiei (in English, National Energy Regulatory Authority) (“ANRE”) and are extensively regulated.
For example: (i) electricity producers are required to sell part of their electricity on the wholesale markets operated
by the Romanian electricity and gas market operator — Opcom S.A. (“OPCOM™); (ii) electricity producers’ ability
to conclude bilaterally negotiated power purchase agreements with third parties on the wholesale market are
subject to certain restrictions; (iii) electricity producers may be required to sell electricity to neighboring countries
under specific circumstances (e.g. to the Republic of Moldova in 2022; (iv) hydro electricity producers are
required to pay tariffs for water used by hydropower plants to generate electricity; (v) prices of electricity supplied
to final consumers are subject to price cap and (vi) rights and obligations of electricity producers and suppliers in
relation to green certificates are highly regulated. Government and regulatory decisions regarding production and
supply of electricity and, in particular, permitted prices for electricity purchases and sales, may adversely affect the
Group’s revenue. For example, the liberalisation of the Romanian electricity supply market started in 2014, with
the final stage taking place on 1 January 2021, when the household retail market was deregulated (meaning that
the tariffs for supply of electricity have been deregulated for households). However, due to market volatility in
2022, the Romanian Government has subsequently introduced temporary electricity price caps and other measures
to control the final-consumer electricity prices for certain categories of consumers, including a price cap for
household consumers currently set between RON 0.68/kWh and RON 1.3/kWh and a price cap for non-household
consumers currently set between RON 1/kWh and RON 1.3/kWh. Therefore, the Company’s customers in the
supply portfolio will pay the lesser of the price set in the contract with the Company and the cap according to the
law. In addition, in November 2022, the centralized acquisition of electricity through the Centralized Electricity
Purchasing Mechanism (the “CEPM”) of OPCOM was mfmduced as an extraordinary measure applicable, between
1 January 2023 and 31 March 2025, to producers w’hose energy capacities have an installed power equal to or
higher than 10 MW and are commissioned prior to 1 April 2022. Under the CEPM, the Company is currently
required to sell to OPCOM, as the sole purchasef, at a fixed price of RON 450/MWh energy representing: (i) an
amount of 80% of its yearly estimated qua;&lps of available energy, as approved by Transelectrica and
communicated to ANRE, and (ii) its monthly reviged estimated available energy. In order to calculate available
energy, the Company deducts from the forecasted quantities of energy: (i) energy quantities under wholesale and
retail contracts in force as at 11 November 2022; (ii) forecasted quantity of energy required for balancing; and
(iii) electricity produced by hydro assets with an installed capacity of less than 10 MW and electricity produced
by wind capacities.

From 1 September 2022 to 31 March 2025 electricity producers are required to contribute to the Energy Transition
Fund 100% of net monthly average selling price in excess of RON 450/MWh. The contribution is not applicable
to electricity production capacities commissioned after 1 April 2022 and to heat supply companies that produce
electricity through cogeneration. Romania’s national regulations are underpinned by the regulations of the European
Union. Any material change in the regulations of the European Union may render changes in Romania’s national
regulations. These and other changes in regulations or government policies may materially and adversely impact
the Group’s prospects, business, financial position and the operating results and the Group may have limited
recourse to challenge any such changes.

The Group may not be able to successfully implement its growth plan

The Group may not be able to implement its growth plan with respect to its hydropower projects that are
currently in different stages of execution, being subject to development, construction and legal risks. The
Company’s investment plan through 2027 includes hydropower projects that are currently in different stages of
execution, with a total estimated installed power of 206 MW and an annual estimated average production of 700
GWh/year.

There can be no assurance that the Group’s growth plan will be realized or, if realized, will result in the planned
outcome. Projects may be terminated or suspended, and a project’s scope and schedule may change. For example,
the development or finalization of new hydro production facilities may be subject to several risks such
as: (i) delays in obtaining Government decisions required for certain projects (for example, for the approval of
technical-economic indicators or of the expropriation corridors corresponding to hydropower plants and/or power
lines because of, among others, unclear legal ownership status over local authorities’ real estate); (ii) failures or
delays in obtaining the permits required as a result of locations for pending investments being declared nature
protected areas after their initiation (as it happened for the hydropower developments Bumbesti-Livezeni, Cerna-
Belareca, Rastolita, Surduc-Siriu, Cornetu-Avrig, Cerna-Motru-Tismana after being included in the nature protected




area Natura 2000); (iii) increased costs and delays in construction due to changes in the relevant legislation
occurring after the investments were initiated (for example changes in the environmental requirements which
trigger the need to update already issued environmental approvals or to produce new environmental impact
studies); (iv) decrease in the production parameters as calculated in the initial design phase, due to changes in the
environmental legislation regulating the methodology of establishing the easement flow (please see “The Company
may not be able to comply with recently introduced water management legal obligations™), including the
ecological flow component which is the water debit needed to protect the water ecosystem; (v) delays due to
lengthy and complex public procurement processes required for contracting third party services; (vi) delays and
increases in costs as a result of disputes with contractors or sub-contractors or the dependency on a limited
number of contractors, architects, engineers or other service providers, some of which are in insolvency (such as
Hidroconstructia S.A., Romelectro S.A., the Company’s subsidiary — Hidroserv, UCM Resita S.A.) and bankruptcy
proceedings (such as ISPH Project Development S.A.); (vii) labor force shortages; and (viii) increased global
commodity prices and shortages or escalating costs of construction materials. For example, for the Rastolita,
Surduc-Siriu, Cornetu-Avrig and Bistra-Poiana Marului hydropower plants (“hydropower plants” or “HPPs”), the
Company has contracted services of Hidroconstructia S.A. (currently undergoing insolvency) which is claiming a
price increase of approximately 90% for the remaining works proposed for 2023 and might decide to suspend or
terminate the contracts concluded with the Company. Termination of the contracts concluded with Hidroconstructia
S.A. may trigger a suspension of works for the mentioned HPPs for an estimated 12 months until a new
contractor is appointed.

At the same time the benefits that the Company expects to realize out of the planned hydro facilities investments
may differ materially from its expectations. Implementing the Group’s growth plan may be more expensive, time
consuming and resource intensive than anticipated and it may put considerable strain on the Group’s internal
processes and capabilities. If the Company is unable to manage these changes effectively, it may not be able to
take advantage of market opportunities and execute its business strategy successfully.

The Group may not be able to implement its growth plan with _respect to developing or acquiring new green
energy projects or other M&A targets. If completed, 14/(§l project.s‘\may not achieve the expected results and may
expose the Group to risks specific to the acquisftions and develo}) ent and operation of renewable energy
generation projects, as well as increased operating [costs. The Group’s growth plan also includes the development
of its power production portfolio by acquiring new{green energy facilities, particularly onshore and offshore wind
farms and photovoltaic parks. Competition in auctiog--processes has increased significantly in recent years, where
the Company must often act quickly in order to capfure opportunities. This may prove difficult given that the
Company is subject to strict and sometimes rigid public ‘procurement rules set forth under Law 99/2016 on
sectoral procurement, which may affect the Company’s ability to timely respond to new opportunities. At the same
time, the Group may not be able to identify such suitable transactional opportunities or, if identified, there can be
no assurance that such transactions will be successful or that the Group will be able to complete them on terms
and conditions acceptable to it.

Projects may take years before they become operational, during which time they are subject to a number of
construction, operating, legal and other risks, such as: (a) an inability to find a suitable contractor or sub-contractor
either at the commencement of a project or following a default by an appointed contractor or sub-contractor,
including because of lengthy and complex public procurement processes, subject to frequent legislative changes;
(b) inability to finalize a public procurement process because of legislative constraints, which leads to the restart
of the procurement process and material delays in signing of necessary contracts or requires the update of the
investment value and consequently reapproval of such project; (c) default or failure by the chosen contractors or
sub-contractors to finish projects or parts of projects on time, according to specifications or within budget,
including because of the chosen sub-contractors not having sufficient qualifications for the project; (d) failures or
delays in obtaining or renewing any necessary construction permits and licenses, environmental and water
management approvals, especially with frequent legislative changes; (e¢) dependency on a limited number of
contractors, architects, engineers or other service providers; (f) shortages, or increases in costs of, construction
materials and increased global commodity prices; (g) shortages, or increases in the costs of, equipment, especially
as regards turbines and generators, including because of a limited number of providers for such equipment;
(h) disputes with contractors or sub-contractors, including because of breaches of public procurement rules;
(i) work stoppages or labor disputes; or (j) costs estimates no longer matching the financial resources, mainly
because of inflation or of shortage of material equipment due to increased demand.

The Group’s ability to integrate and manage acquired businesses effectively as part of its future growth depends
upon a number of factors, including the size of the acquired businesses, the quality of the management of the
acquired businesses, the nature and geographical locations of their operations and the resulting complexity of
integrating their operations. The Group may encounter unforeseen significant difficulties when carrying out
potential transactions, such as increased demand for management time and increased integration costs, or




unanticipated due diligence risks. As a result, there is no assurance that any future acquisition will yield benefits
that would be sufficient to justify the expenses the Group incurs.

The Group’s strategy to further expand through organic and inorganic growth into wind and solar renewable
energy generation capacity exposes the Group to risks specific to the acquisitions and development and operation
of renewable energy generation projects, such as: (i) being unable to identify and perfect suitable acquisition and
development opportunities; (ii) being unable to obtain, or facing delays in obtaining, requisite regulatory licenses
or authorizations for projects (such as construction permits and licenses, environmental and water management
approvals), especially obtaining grid connection permits and concluding grid connection agreements, which could
involve significant investment obligations due to the poor condition of the grid; (iii) construction risks arising from
development projects, particularly from a technical perspective in relation to the timing of construction phases,
which may cause an increase in costs or delays in the commencement of electricity generation, including, for
example, the risk that necessary equipment and labor may not be available to meet the Group’s requirements
whether due to market fluctuations in the demand for equipment or labor, the cost and availability of specific
equipment, the failure of a contractor to perform its contracted services or otherwise; (iv) generation yield
assessments for renewable energy generation projects not reflecting actual results; (v) ineffectively staffing and
managing the Group’s expanded operations and facing unanticipated difficulties in the integration of existing
management teams and operations, particularly in new market sectors with which the Group has less experience;
(vi) inability to keep pace with technological changes in the rapidly evolving renewable energy sector;
(vii) increased competition on the green energy market; and (viii) changing regulatory environment and market
design within Romania and the broader EU.

The occurrence of any or all of these factors may lead to a decrease in the quality of services, decline in the
amount of electricity produced or supplied, resulting in reduced profitability which may in turn materially
adversely affect the Group’s prospects, business, financial position and results of operations.

The refurbishment and modernization of the Groups hydro facilities are subject to development and legal risks.
Most of the Group’s hydro facilities (equipment and installationS) 'were commissioned between 1960 and 1990.
After 2000 the power plants producing a significant amou wf MW have been refurbished and modernized (such
as Portile de Fier 1, Portile de Fier II, 5 power plants oy fhe lower segment of the Olt River, and Lotru Ciunget
power plant), while only 171 MW of additional capaciti werc comlmssmnea corresponding to hydropower plants
Poiana Teiului, Movileni, Raul Alb, Subcetate, Plopi, Cornetu; Robesti, Bret¢a and Racovita. The Group’s current
business plans include refurbishing and modernizing appro\qquiz}y 1.1 GW of installed hydro capacity by 2030.

These refurbishment and modernization projects may take ye jefore they become operational, during which time
they are subject to a number of construction, operating, legal and other risks, such as: (a) inability to find a
suitable contractor or sub-contractor either at the commencement of a project (for example, in case of the Arcesti
HPP, Remeti HPP and Vaduri HPP, the procurement procedures were not awarded due to the inability of UCM
Resita S.A. and Hidroserv to submit a compliant bid or to fit within the budget) or following a default by an
appointed contractor or sub-contractor, including because of lengthy and complex public procurement processes,
subject to frequent legislative changes; (b) inability to finalize a public procurement process because of legislative
constraints, which leads to the restart of the procurement process and material delays in signing of necessary
contracts or requires the update of the investment value and consequently reapproval of such project; (c) default or
failure by the chosen contractors or sub-contractors to finish projects or parts of projects on time, according to
specifications or within budget, including because of the chosen sub-contractors not having sufficient qualifications
for the project; (d) failures or delays in obtaining or renewing any necessary permits and licenses and
environmental and water management approvals, especially with frequent legislative changes; (¢) dependency on a
limited number of contractors, architects, engineers or other service providers, some of which are in insolvency
(such as Romelectro S.A., UCM Resita S.A., and the Company’s subsidiary — Hidroserv) and bankruptcy
proceedings (such as ISPH Project Development S.A.) and therefore may not be fully able to provide the services
needed for the Group; (f) shortages, or increases in costs or increased global commodity prices; (g) shortages, or
increases in the costs, of equipment, especially as regards turbines and generators, including because of a limited
number of providers for such equipment; (h) disputes with contractors or sub-contractors, including because of
breaches of public procurement rules; (i) work stoppages or labor disputes; (j) costs estimates no longer matching
the financial resources, mainly because of inflation or of shortage of material equipment due to increased demand;
or (k) stoppage of operation for the entire HPP or parts of it during the refurbishment / modernization period,
which may result to have noticeable influence on the Company’s electricity production.

For example, in case of Stejaru HPP, the contract was terminated by the contractor Romelectro S.A., which left
the hydro aggregate no. 5 unfinished and unavailable, the implementation period being thus prolonged. At the
same time, the unsuccessful acquisition procedures for Raul Mare Retezat and Bradisor HPPs leads to the need to
review the budget of the investment objectives (which means that prices are updated to the market level which
may consequently trigger the requirement to restart the approval process). In addition, were the Company to
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continue to face difficulties in contracting with the traditional market participants, such as UCM Resita S.A. and
Hidroserv, or were some of them to stop providing services because they enter bankruptcy, the Group may face
delays and increased costs, or may even need to amend its assets modernization strategy by changing the technical
solutions and implementing new concepts. This will prolong not only the time needed for promoting and
approving the technical and economic indicators, but also the duration of the public procurement process and the
increase in the related investment value. The occurrence of one or more of these events may negatively affect the
Group’s ability to complete its current or future refurbishment or modernization projects on schedule or within
budget, which may result in a material adverse effect on the Group’s business, financial condition and results of
operations.

The Group may not be able to finance its growth plan. The Group intends to fund its growth plan through
internal cashflow generation and external financing. The terms and conditions on which future funding or financing
may be made available to the Group may not be acceptable, or funding or financing may not be available to the
Group at all, due to economic and capital markets conditions, investors’ confidence, business performance of the
Group, political and regulatory developments or availability of credit from banks and other lenders, etc. At the
same time, if funds are raised in a longer term, the Company may become more leveraged and subject to
additional or more restrictive financial covenants and ratios and to additional costs for debt servicing. If additional
funds are raised by issuing new Shares, existing holders of Shares may be diluted. The Company’s inability to
procure sufficient external financing for these purposes could adversely affect its ability to implement its growth
plan, to expand or maintain its business and to meet its production targets. The unavailability of such financing
could result in the Company facing unexpected costs, such as costs for preserving pending constructions, costs for
fulfilling environmental obligations, and costs resulting from the inefficiency of certain hydropower plants and
delays in relation to the implementation of its investment programs. This could have a material adverse effect on
the Company’s business prospects, financial condition and results of operations.

The Group's electricity generation and the demand for the Groups electricity are subject to climatic conditions
that may not be within the Groups control. Further, climate change and episodes of extreme weather events could
have an adverse effect on the Group's production equipment (commissioned and planned to be commissioned). The
Group’s electricity generation depends largely on natural resources, sueh _as snowfall, rainfall, sunlight or wind
intensity and speed, and although the Group plans its proj efsvand its alp dy established operations based on
hydrological studies and meteorological historical patterns, ghese factors. are outside of its control and may vary
significantly over time. The performance of the Group’s Hydropower plants in generating electricity depend on
water flows, which vary each year and are subject to factorgy such: as precipitation, rate of snowmelt and seasonal
.
changes. There can be no assurance that the water inflows\at the Group’s hy/dropower plants will be consistent
with the Group’s operational assumptions, or that climatisg and environmental conditions will not change
significantly from the prevailing conditions at the time the “Group’s operational assumptions are made. If
unfavorable meteorological conditions were to occur, particularly over a long term, such as unseasonably warm
weather, they could negatively affect the electricity generation, and thus the profitability, of impacted projects. For
example, in 2022, Romania experienced a severe drought, affecting the Group’s electricity production with a gross
hydro production level of 13.6 TWh in that year, representing an approximatively 14.5% decrease in production
from such assets compared to the annual average gross hydro production of 15.9 TWh over the preceding
10-years.

The Group’s electricity output from its wind farm and future development or acquisition of wind and solar
capacities is subject to fluctuations in wind and solar conditions. Long-term predictions of such conditions are
subject to uncertainties due to, among other things, the placement of wind measuring equipment, the amount of
data available, the extrapolation and forecasting methods used to estimate wind speeds, solar irradiation and
differences in atmospheric conditions, and errors in meteorological measurements. Moreover, even if the actual
wind or solar conditions at the wind farm or solar capacities are consistent with the Group’s long-term predictions,
wind conditions over a short period of time may substantially deviate from the long-term average due to natural
wind fluctuations or the solar irradiation may change, causing significant short-term volatility in the performance
of the Group’s wind farm and solar capacities. The Group’s business is subject to seasonal fluctuations in
temperature. The Group’s electricity generation is typically lowest in September due to factors, including
dependence on water flows in rivers and streams, limitations arising from operating regulations, outages or the
winter program. Based on statical data, the strongest water inflow is typically in the months of March, April, May
and June due to thawing snow. This leads to the Group generating higher electricity volumes in such months than
in the other periods of the year.

Electricity consumption is also subject to seasonality and is mainly affected by weather conditions. In Romania,
electricity consumption is generally higher during the winter and summer months. Therefore, the Group generally
experiences higher demand from November to February and from July to August, mainly as a result of the use of
heating and air conditioning, respectively. Conversely, the Group generally experiences lower demand during the
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spring and fall seasons. As a result of these seasonal patterns, the Group’s sales and results of operations are
higher in the first semester and lower in the second semester in any given year. If the Group fails to obtain its
expected levels of revenue during the periods when its generation capacities are operating at their maximum loads,
it may be unable to compensate for lost revenues during periods when the demand for electricity is lower. If the
Group is unable to address or forecast these fluctuations in production and demand for electricity, its business,
financial condition, results of operations and prospects may be materially adversely affected, and its financial
condition and results of operations may vary significantly from year to year. To the extent that climate change
causes variations in temperatures, wind resources and weather, these variations may lead to an increase in average
cloud cover or in intensity or frequency of extreme weather events. Therefore, climate change may also have an
adverse effect on the Group’s hydropower plants or cause damage to its wind turbines. Extreme weather conditions
may result in damage or failure of the Group’s equipment, such as leaks in hydropower plants or damage to its
wind turbines due to strong wind intensity, among others. Should any of the above hydrological and climatic
conditions fluctuate significantly or deviate from the Group’s operational assumptions, the Group’s electricity
generation and the demand for the Group’s electricity supply could be negatively affected, which in turn could
have a material adverse effect on the Group’s business, results of operations and financial condition.

The Groupk results of operations may be adversely affected by fluctuations in electricity prices. The Group’s
revenue and margins in its activities are exposed to fluctuations in wholesale and retail market prices of electricity.
Electricity prices are determined by demand for electricity from final consumers, supply of electricity from
generation assets connected to the network, as well as interconnection capacity with, and the market situation in,
neighboring countries. In cases where the Company opts to sell electricity in the open market, it assumes the
consequent exposure to price fluctuations in the electricity market. Market electricity prices have often experienced
periods of volatility; for example, between 2020 and 2022, COVID 19 pandemic led to a decrease in electricity
consumption and prices, while the war in Ukraine caused an increase in energy prices amid the crisis caused by
the rise in Russian gas prices. Such prices depend on a number of factors, including, but not limited to, the level
of demand, the time of day, carbon prices (European Union Allowances or EUA), the availability and cost of
generating capacity available to meet demand, and the s s-of~the particular markets (including the rules that
determine the order in which generating capacity is dlspa;tched and factors affecting the volume of electricity that
can be handled by the available transmission infras pture at a given pomt in time, including different types of
market designs that may change significantly in th Tuture) The prlceS\ at which the energy produced by the
Group is sold in the market partially depends on th 5elat1ve cost, efficiency and investment needed to develop
and operate energy sources. A decline in the costs o G{her sources of .electricity, such as fossil fuels or nuclear
power, could reduce the price of electricity. A significant~ameunt of new electricity generation capacity becoming
available could also reduce the price of electricity. The simulfaneous increase in solar or wind electricity capacity
during periods of high resource availability may drive down market prices of electricity. At the same time, broader
regulatory changes to the electricity trading market, such as GEO 119/2022 and GEO 153/2022, both applicable
until 31 March 2025, have also impacted electricity prices by requiring the Company to sell through the CEPM at
a fixed price of RON 450/MWh a certain amount of produced energy. Demand for electricity is subject to a
variety of other factors over which the Group has no control, including economic and political developments in
Romania (and elsewhere), which fluctuate with the economic cycles, consumer demand, climatic conditions and
seasonality. For example, the COVID-19 pandemic caused a decline in demand for electricity from 55.15 TWh in
2019 to 53.59 TWh in 2020. A decline in market electricity prices could have a material adverse effect on the
Group’s business, financial condition, results of operations and prospects.

The Group is subject to increasingly stricter and complex environmental and water management regulations
and may be exposed to significant liabilities for any failure to comply with such regulations. Power generation
is subject to risks of causing environmental damage, such as accidental water pollution with petroleum products,
negative impact on environmental elements, and energy loss due the obligation to ensure the ecological flow.
Therefore, given the specific risks of power generation, the Group is subject to numerous international, national
and local environmental laws and regulations, which are becoming increasingly cumbersome. The Group is
required to satisfy numerous operating and monitoring conditions for environmental protection, such as monitoring
of water levels variation in reservoirs, monitoring of noise levels at the site boundary, monitoring of turbinated
water volumes, prevention of accidental loss of petroleum products, biodiversity protection and monitoring in the
facilities located in natural protected areas, monitoring of environmental impact of windfarms, including noise
emissions, and impact on wildlife, sanitizing the surface of the water gloss. The presence of natural protected
areas, such as Natura 2000 sites, overlapping or in the vicinity of the locations of the Company’s existing
facilities or new developments may have a significant impact both on the current activity and the development of
new investment or refurbishment projects of the Company, adding to the complexity of the process for obtaining
the relevant environmental approvals, environmental endorsements and environmental permits, as complex
assessments of the environment impact must be undergone.
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The Group is a major user of national water resources and must comply with laws and regulations applicable to
the use of water for electricity production purposes. The Group is obliged to conduct its activities in accordance
with the water management permits issued by the relevant authorities. These regulations may not always set out
clear requirements for compliance, and at times may be ambiguous, resulting in a potential breach by the Group.
For example, unclear legal provisions related to the sanitizing of the surface of the water gloss have been
interpreted by some authorities and/or courts of law in the sense that the Company has the obligation to clean the
floats brought by affluents on the entire surface of the lake, and not only in the area of the retention front,
imposing fines on the Company based on this interpretation. In addition, the continuous bringing of floating
objects by affluents, following rain showers, is a phenomenon that cannot be kept under control by the Company
in real time, exposing the Company to potential liability during the period of time needed to clean the floating
objects brought by affluents after a rain shower (as it was the case of a fine in amount of RON 180,000 imposed
to the Company in August 2021, at the Izvorul Muntelui reservoir and dam). More recently, the Company’s
obligation to clean up the gloss of the entire surface of the reservoir has been explicitly introduced in the water
management permits. The Law 107/1996 is also unclear on the extension of the validity of the water management
permits, which do not set out a deadline for the relevant authorities to extend the validity of the water
management permits, causing thus, in practice, delays in the extension of the validity of the water management
periods, during which time the validity of the water management permits and related obligations may be
challenged.

The Group may not be in compliance with all applicable environmental laws, regulations or requirements or
environmental permits. In 2022, an accidental pollution with petroleum products occurred on the Danube River
following which the Company received a fine which was challenged in court on the basis that the Company
considered the pollution products to not have resulted from activity of its Iron Gates HPP. Similar incidents might
occur in the future, resulting in additional costs, damages, fines and other complementary sanctions such as
suspension of the operation of the hydropower plant or suspension of related operation permits. Any incidents of
environmental damage may result in disruption to the Group’s hydropower plant activities, services, projects and
operations, and result in reputational harm to the Group; significant liability may also be imposed on the Group
for clean-up costs, damages to third parties or penaltie on-compliance with environmental laws and
regulations. : i

In order to achieve the environmental objectives, set gui by the environment protection legislation, the European
and/or national relevant authorities may adopt and implement projects that may impact the Company’s activity,
causing the Company to make certain investments at it f?ixydrbpower plants_f in order to comply with the obligations
imposed by the relevant authorities. Such projects myy cause the redction of the water volume for energy
production, which may lead to the Company producing less_energy. For’example, the Company is part of the “We
Pass” project, which is an initiative aiming to facilitate fish migration in the Danube River Basin.

Furthermore, the development of new hydropower capacities may be challenged by opposition from environmental
groups based on the increasingly stricter environmental and water management regulations. This opposition may
result in stoppage or delays in the construction of new capacities (as it was the case with Bumbesti-Livezeni, the
Surduc-Siriu — the stage Surduc Nehoiasu hydropower development (“hydropower development” or “HPD”), the
Rastolita HPD, the Bistra-Poiana Marului-Ruieni-Poiana Rusca HPD or the Cema-Belareca HPD) or increased
costs due to the need to address the concerns of these groups or even in the demolition of the capacities subject
to challenges. This may lead to the failure to implement the growth plan, and lead to lower volume of produced
energy (and thus lower revenues) than that expected on basis of the new hydropower capacities and exposure of
the Company to significant liability and costs related to the demolition of the capacities subject to challenges and
restoration of the environment. New hydropower plants also depend on resources that the Company may not
dispose of, such as the land needed for investments. For example, in the absence of expropriation, it may be
possible that some investment works (such as for Rastolita HPD or Racovita HPP from the HPD of the Olt River
on the sector Cornetu — Avrig) will not be operational at capacity to generate electricity at the approved level. If
any of these risks materialize, this could have a material adverse effect on the business, financial position and
results of operations of the Group.

The Company may not be able to comply with recently introduced water management legal obligations. National
Water Management Plan and article 53(4) of the Water Law 107/1996 (the “Water Law”), damming or water
capture works located on watercourses must be provided with installations/constructions that ensure downstream an
easement flow (consisting of the ecological flow and the minimum flow required by downstream users), as well
as, if the case, with constructions that ensure the migration of the aquatic fauna (especially fish). With effect from
10 November 2017, Government Emergency Ordinance 78/2017 (“GEO 78/2017”) introduced a requirement to
also preserve the ecological flow, in order to protect the environment. See “Regulatory Matters — Environmental
Regulations — Water Management” for further information. Further legislation, which entered into force on
26 February 2020, introduced a method of calculating the ecological flow through hydrological studies prepared by
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public or private institutions certified by the Ministry of Environment Waters and Forests and expertized by the
National Institute of Hydrology and Water Management (INHGA). In order to comply with these requirements, the
Company must commission hydrological studies to calculate the ecological flow, and, at a later stage, commission
technical-economic studies establishing whether there is a technical infeasibility or the disproportionality of costs
for compliance with requirements regarding the easement flow (which includes the ecological flow). Where there is
a technical infeasibility or disproportionate costs, the Company is relieved from the obligation to comply with the
new ecological flow related requirements. The Company has organized public tenders to appoint a third-party
provider to perform the needed calculation, but failed to close the tender process for the first tender, while the
contract executed with the third party appointed following the second tender was terminated by the Company due
to the provider’s failure to deliver the hydrological studies within the agreed contractual deadline. Therefore,
following a third tender process, the Company concluded a contract with a third-party supplier, having as object
the acquisition of 103 studies determining and calculating the ecological flow relating to the 282 barred sections
(79 dams and 203 secondary impoundments), for which the Company has the obligation to perform the relevant
studies and works to comply with the above-mentioned legal provisions. As of the date of the Prospectus, the
contract is still ongoing.

In light of delays in and amendments to the applicable regulations; the Company’s difficulties in contracting with
a third-party provider to prepare such studies; and the failure of a third-party provider’s to deliver the hydrological
studies within the agreed contractual deadline, the Company has not yet completed technical-economic studies,
which were required to be produced by 5 November 2022. This status was disclosed by the Company to the
Administratia Nationala Apele Romane (in English the National Water Authority (“ANAR”)). Should the Company
be found in breach of its obligation to have finalized the hydrological and technical-economic studies, the validity
of the corresponding water management permits may be questioned. The implementation of measures to ensure the
easement flow is complied with may also reduce the water volume for the Company’s energy production, which
may lead to the Company producing less energy. All these may have a material adverse effect on the business,
financial position and results of operations of the Group.

Section C — Key information on the securities ) ‘/'w,\ £
C.1. What are the main features of the securities? /q’ \\
a) Type, class and ISIN ( : 4 )

o

All Offer Shares are ordinary, nominative and dematerialized a; ',;ﬁrave the ISIN;éode RO4Q0ZSRO1B6.

b) Currency, denomination, nominal value and number of sec:;?iti;é issued

Offering of existing ordinary shares in the share capital of the Issuer, each of which is issued, fully paid with a
par value of RON 10 and carrying one vote in a General Meeting of Shareholders of the Issuer. The Offering
comprises of an offering for sale of up to 78,007,110 Shares by the Selling Shareholder.

¢) Rights granted by the securities

Each Share entitles the shareholder to one vote at the GMS. There are no restrictions on voting rights. All of the
Shares carry full dividend rights. All Shares also offer the following the rights: (i) pre-emption right to subscribe
for any issue of new shares on a pro rata basis unless such right is limited by the GMS in accordance with the
law; (ii) right to be informed; (iii) right of withdrawal in certain pre-defined cases and conditions provided by law;
(iv) right to vote in the GMS; (v) right to receive dividends; (vi) right of the shareholder/shareholders, holding
separately or together at least 5% of the Company’s share capital, to request the internal auditors to investigate the
Company’s claims, request the convening of a GMS, propose new items on the agenda of the meeting and
propose draft resolutions for the agenda of the GMS; (vii) right of the shareholder/shareholders, holding separately
or together at least 10% of the Company's share capital to request the election of the members of the Supervisory
Board by a cumulative vote; and (viii) right of the shareholder/shareholders, holding separately or together at least
10% of the Company’s share capital, to request the court to appoint one or more experts to investigate certain
operations of the Company’s management and to prepare a report in this case. The GMS may decide to bring an
action against the founders, managers, directors, namely members of the Supervisory Board, as well as auditors or
financial auditors, for damages caused to the company of their fault, in violation of their duties to the Company. If
the GMS does not decide to bring an action for liability and does not comply with the proposal of one or more
shareholders to initiate such an action, the shareholders representing, individually or together, at least 5% of the
share capital have the right to bring an action for damages, in a personal capacity, but on behalf of the Company,
against any person mentioned above.
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d) Relative seniority of the securities in the Issuer’s capital structure in the event of insolvency

As of the Listing Date, the Company’s share capital will be made up of a single class of ordinary shares that rank
pari passu. In case of insolvency, followed by bankruptcy and liquidation, the liquidators may not pay to
shareholders any amount against the quotas to which they would be entitled out of liquidation before paying the
Company’s creditors.

e) Restriction to the free transferability of securities

As of the Listing Date, the Shares will be freely transferable, with the observance of the rules of the regulated
market operated by the Bucharest Stock Exchange S.A. and the clearing and settlement rules of the Romanian
Central Depositary.

Pursuant to the Underwriting Agreement (as defined below), the Company has agreed that from the date of the
Underwriting Agreement until the date falling 180 days after the date of Admission, neither it nor any member of
its group will, without the prior written consent of the Joint Global Coordinators (such consent not to be
unreasonably withheld or delayed), directly or indirectly, offer, issue, allot, lend, mortgage, assign, charge, pledge,
sell or contract to sell or issue, issue options in respect of, or otherwise dispose of, directly or indirectly, or
announce an offer or issue of, any Shares or other equity securities of the Company (or any interest therein or in
respect thereof) or any other securities exchangeable for or convertible into, or substantially similar to, Shares or
other equity securities of the Company, or enter into any transaction with the same economic effect as, or agree to
do, any of the foregoing, save that the Company shall not be prohibited from issuing or allotting Shares to the
extent it is required to do so pursuant to applicable Romanian law requiring the increase of the Company’s share
capital corresponding to the value of plots of land contributed by the Romanian State for which the Company
obtains ownership certificates after the Offering or for which it has obtained such certificates before the Offering
but for which it has not yet increased its share capital.

Pursuant to the Underwriting Agreement (as defined below), the Selling Shareholder has agreed that from the date
of the Underwriting Agreement until the date falling 180 days after the date of Admission, it will not, without the
prior written consent of the Joint Global Coordinators (such consent not to be unreasonably withheld or delayed),
directly or indirectly, offer, issue, lend, mortgage, assign, chg;ge;“pige!ge\, sell or contract to sell, issue options in
respect of, or otherwise dispose of, directly or indirectly, St--announce ‘an offer or issue of, any Shares or other
equity securities of the Company (or any interest therein #r'in respect theredg or any other securities exchangeable

for or convertible into, or substantially similar to, Share gor other equity securities of the Company, or enter into
any transaction with the same economic effect as, or a gg to"do, any of the foregoing. The Selling Shareholder
lock-up is subject to certain customary exceptions.

At the same time, the Romanian State acting through the Miﬁistry of Enérgy agreed with the Managers (pursuant
to the Lock-up Deed dated on the Prospectus), subject to certain exceptions and existing obligations, that during a
period from the date of the Underwriting Agreement until 12 months after Admission will not offer, issue, sell,
contract to sell, pledge, grant options over or otherwise dispose (or publicly announce any such issuance, offer,
sale or disposal) of the Shares or enter into any transaction with the same economic effect as any of the
foregoing, without the prior written consent of the Joint Global Coordinators (such consent not to be unreasonably
withheld or delayed).

f) Dividend policy

According to the Company’s dividend policy, it is the Company’s intention to pay dividends, subject to applicable
law and commercial considerations (including, without limitation, applicable regulations, restrictions, the Group’s
results of operations, financial condition, cash requirements, contractual restrictions, and the Group’s future projects
and plans).

The Company intends to pay-out, as ordinary dividends, a minimum of 90% of the Company’s distributable
separate yearly net profit starting from the financial year following the Offering. In addition, the Company may
decide through a GMS resolution to pay at its own discretion extraordinary dividends from the Company’s
retained earnings, if disposable.

C.2. Where will the securities be traded?

The Shares in the Company have not been and are not currently admitted to trading on any regulated market.
Once the Offering is successfully closed and the underlying transactions of the Offering are settied, the Company
intends to make an application for the Admission of all the Shares to trading on the regulated market of the
Bucharest Stock Exchange.
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C.3. Is there a guarantee attached to the securities?

No.

C.4. What are the key risks that are specific to the securities?

Below are some of the main risks which are specific to the securities:

There is currently no trading market for the Shares and an active trading market for the Shares may not
develop or may not be sustainable. Prior to the Offering, there has been no trading market for the Shares. Article
55 of Law 24/2017 requires a minimum 25% free float for the purpose of the Admission. There can be no
assurance that the FSA approves, as per such provisions, the Admission of the shares issued by the Company, if
the Shares ultimately sold in the Offering account for materially less than 19.94% of the Company’s share capital.

If Admission is approved, there can be no assurance that an active trading market for the Offer Shares will
develop or be sustained after the Offering, or that the price at which the Offer Shares will trade in the public
markets subsequent to the Offering will not be lower than the Final Offer Price. The Managers are not obliged to
make a market in the Shares. If no active trading market develops for the Shares, investors may experience
difficulty in selling the Offer Shares.

Price volatility of the Shares and liquidity may affect the performance of investments in the Group. The share
price of listed companies can be highly volatile and their shares may have limited liquidity. An active trading
market for the Shares may not develop and the trading price for the Shares may fluctuate significantly. Investors
may be unable to recover their original investment. The market price of the Shares may, in addition to being
affected by the Group’s actual or forecast operating results, fluctuate significantly as a result of factors beyond the
Group’s control.

Future sales, or the real or perceived possibility of sales, of a significant number of Shares in the public
markets could adversely affect the prevailing trading price of the Shares. Following the Offering, the Romanian
State will continue to own 80.06% of the Company’s issued share capital. Following the expiry of the applicable
lock-up period, or earlier in the event of a waiver of the provisions of the lock-up, the Romanian State or the
Selling Shareholder may sell Shares in the public or privat {5 Ry m\d the Company may undertake a public or
private offering of Shares. The Company cannot predigl-the effect, rf\any, that future sales of Shares, or the
availability of Shares for future sale, will have on the market price of the Shares, but the availability of Shares
that are eligible for public sale could adversely affect e>tracfmg price of the Shares. If the Romanian State or the
Selling Shareholder were to sell, or the Company we ?{o issue and sell/a substantial number of Shares in the
public market, the market price of the Shares could be\adversely affected. Sales by the Company’s shareholder
could also make it more difficult for the Company to se Shares, in thé future at a time and price that it deems
appropriate. The sale of a significant number of Shares in the public market, or the perception that such sales may
occur, could materially affect the market price of the Shares.

Section D — Key information on the offer of securities to the public and/or the Admission to trading on a
regulated market

D.1. Under which conditions and timetable can I invest in the security?

a) General terms and conditions

The Selling Shareholder will offer for sale 78,007,110 Offer Shares representing up to 17.34% of the total number
of Shares issued by the Company. The final number of Offer Shares will be decided by the Selling Shareholder in
consultation with the Company, upon the recommendation of the Joint Global Coordinators. The Offering is split
into two tranches (the “Offer Tranches”) as follows: (1) an Offer Tranche consisting of an initial number of
11,701,067 Offer Shares (representing 15% of the initial number of Offer Shares) addressed via a public offer in
Romania to Retail Investors (the “Retail Tranche”); and (2) an Offer Tranche consisting of an initial number of
66,306,043 Offer Shares (representing 85% of the initial number of Offer Shares) addressed (i) to Institutional
Investors outside the United States in reliance on Regulation S under the Securities Act; and (ii) in the United
States, only to persons reasonably believed to be QIBs in reliance on Rule 144A or pursuant to another exemption
from, or in a transaction not subject to, the registration requirements of the Securities Act (the “Institutional
Tranche”).

For the purpose of this Prospectus: “Institutional Investor” means (a) a “qualified investor”, as defined in
Article 2 (e) of the Prospectus Regulation, or (b) an “eligible counterparty” within the meaning of Directive 2014/
65/EU of the European Parliament and of the Council on markets in financial instruments and amending Directive
2002/92/EC and Directive 2011/61/EU (recast), or (c) a “qualified investor” as defined in Article 2(e) of the
Prospectus Regulation, as it forms part of United Kingdom domestic law by virtue of the European Union
(Withdrawal) Act 2018), as amended, or (d) a QIB as defined in Rule 144A, or (e) an equivalent institution

16




whose subscription in the Offering would not constitute a violation of applicable law or regulation and which is
not located in any jurisdiction where the extension or availability of the Offering (and any other transaction
contemplated thereby) would breach any applicable law or regulation; “Retail Investor” means any individual or
entity (with or without legal personality) that does not fall under the category of Institutional Investor;

The size of each Offer Tranche will be decided by the Selling Shareholder jointly with the Company, upon the
recommendation of the Joint Global Coordinators, based on the level of subscriptions from investors, after the
closing of the Offer Period, and will be made public on the Allocation Date.

Upon the recommendation of the Joint Global Coordinators, the Company and Selling Shareholder may also
jointly decide to re-allocate Offer Shares from one Offer Tranche to the other Offer Tranche — which can, for the
avoidance of doubt, lead to the Retail Tranche representing (1) more than 15% but not more than 20% of the sold
Offer Shares or, on the contrary (2) less than 15% of the sold Offer Shares (but such re-allocation from the Retail
Tranche to the Institutional Tranche shall occur only in case the Retail Tranche is less than 100% subscribed).

Offer Shares are offered at the Offer Price Range from RON 94 to RON 112 per Offer Share. Retail Investors
must subscribe for Offer Shares at the fixed price of RON 112 per Offer Share (i.e. the top of the Offer Price
Range). Institutional Investors may validly subscribe for Offer Shares at any price within the Offer Price Range
(including the bottom and the top of the price range). The Final Offer Price at which the Offer Shares will be
allocated to investors will be determined by the Selling Shareholder in consultation with the Company and the
Joint Global Coordinators after the closing of the Offer Period and will be made public on the Allocation Date.

Retail Investors are entitled to a discount of 3% of the Final Offer Price (the “Discounted Final Offer Price”) for
applications validly submitted in the first five (5) Business Days of the Offer Period; Offer Shares which are
subscribed for in the Retail Tranche starting the sixth (6th) Business Day of the Offering will be sold to Retail
Investors at the Final Offer Price. For the avoidance of doubt, depending on the level of the Final Offer Price, the
Discounted Final Offer Price can be below the bottom of the Offer Price Range.

The Offer Shares in the Institutional Tranche are only to be sold at the Final Offer Price and only to those
Institutional Investors who subscribed for Offer Shares at a price equal to, or higher than, the Final Offer Price.

b) Calendar o

Key dates relating to the Offering include: opening of the Offefing (23 June 2({23); Allocation Date (5 July 2023);
Transaction Date (6 July 2023); Settlement Date (10 July 20)23); and start of trading (on or around 12 July 2023).
All such times and are based on local Bucharest time and mgy ‘suffer adjustmenks as indicated in this Prospectus.

Py /
¢) Admission to trading \ i

The Shares in the Company have not been and are not currently admitted fo trading on any regulated market.

The Bucharest Stock Exchange S.A. has issued an approval in principle for the Admission of the Shares to
trading on the Regulated Spot Market of the BSE. Once the Offering is successfully closed and the underlying
transactions of the Offering are settled, the Company intends to seek the Admission and introduction to trading of
all of its Shares on the Premium tier of the regulated market operated by the BSE.

d) Distribution of the Offer

Retail Investors can subscribe through Banca Comerciala Romana S.A., BRD — Groupe Societe Generale S.A., BT
Capital Partners S.A. and Banca Transilvania, Swiss Capital S.A. and the Eligible Participants.

Institutional Investors can subscribe through any Manager, or an affiliate of a Manager, which they have concluded
an investment services agreement with, on the basis of orders given as a regular investment services business and
by any means of communication provided by such an agreement. Institutional Investors which have not concluded
an investment services agreement with a Manager or an affiliate of a Manager may validly subscribe for Offer
Shares only if they submit a subscription form and the applicable identification documentation to any of the
Managers located in Romania.

In order to be able to place a valid order for Offer Shares, Institutional Investors must have a direct or indirect
contractual arrangement with a Romanian custodian agent.

¢) Amount and immediate dilution resulting from the Offer

Given that the Offering comprises of only existing Shares in the Company, no dilution will be applicable
following the Offering.
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f) Estimate of total costs for the Offer

The total expenses of the Company in connection with the Offers are approximately RON 8.4 million.

Each Manager and Eligible Participant will communicate to the investors who subscribe through it the fees that
will be payable by such investors in connection with the submission of their subscriptions of the Offer Shares.

g) Who is the offeror?

Fondul Proprietatea S.A. (the Selling Shareholder), a retail closed-end investment fund under the Law 243/2019
registered with and supervised by the FSA, incorporated and operating under the laws of Romania as a joint stock
company, registered with the Trade Registry under number J40/21901/2005, having sole registration code
18253260, Legal Entity Identifier code 549300PVO1VWBFH3DOO07. The Selling Shareholder’s registered office is
at 76-80 Buzesti Street, 7th floor, Bucharest 011017, Romania, and its telephone number at its registered office is
+40 21 200 96 00.

D.2. Why is the prospectus being produced?

a) Use and estimated net proceeds

This Prospectus has been prepared in connection with the application to the FSA for its approval in connection
with the Offering and the application for all of the Shares to be admitted to trading on the regulated
(main) market of the BSE.

The Company will not receive any of the proceeds from the sale of the Offer Shares by the Selling Shareholder in
the Offering.

b) Offer being subject to a placement or underwriting agreement

The Offering is not subject to an underwriting agreement from the Managers on a firm commitment basis; hence
no portion of the Offering is covered by such arrangement.

¢) Indication of conflict of interest related to the offpr’ or Adimssmn to trading

Some of the members of the Company’s manage ent and supervisory bodies have expressed an intention to
subscribe in the Offering. There are no potential conflicts of interest between any duties owed by the members of
the Supervisory Board or Management Board to the Gompany and them private interests or other duties.

In connection with the Offering, each of the Managers:and any of thel‘r respective affiliates, may take up a portion
of the Offer Shares in the Offering as a principal positi m,and in’that capacity may retain, purchase, sell, offer to
sell, or otherwise deal for its or their own account(s) in, such Offer Shares, any other securities of the Company
or any related investments in connection with the Offering or otherwise. Accordingly, references in this Prospectus
to the Offer Shares being offered, acquired, placed or otherwise dealt with should be read as including any offer,
acquisition, placing or dealing by any of the Managers or any of their respective affiliates acting in such capacity.
In addition, certain of the Managers or their respective affiliates may enter into financing arrangements (including
swaps, warrants or contracts for differences) with investors, in connection with which such Managers (or their
respective affiliates) may from time to time acquire, hold or dispose of Shares. None of the Managers (or their
respective affiliates) intends to disclose the extent of any such investment or transactions otherwise than in
accordance with any legal or regulatory obligation to do so.
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RISK FACTORS

The Offering and an investment in the Offer Shares involve a high degree of risk. You should carefully
consider the following information about these risks, together with the information contained elsewhere in
this Prospectus, including the Groups Audited Consolidated Financial Statements and the Groups
Unaudited Condensed Consolidated Interim Financial Statements (as defined in section “Presentation of
Financial and Other Information” below), before deciding whether to invest in the Offer Shares. Any of the
following risks, individually or together, could have a material adverse effect on the business, financial
position and results of operations or prospects of Hidroelectrica and its subsidiary, S.S.H. Hidroserv S.A.
(“Hidroserv” and together the “Group’), which could lead to a decline of the trading price of the Shares,
and you could lose all or part of your investment.

The Company has described the risks and uncertainties that its management believes are material at the
date of this Prospectus, but these risks and uncertainties may not be the only ones the Group faces.
Additional risks and uncertainties, including those about which the Issuer is currently not aware or which it
deems immaterial, could have the effects set forth above. Prospective investors should be aware that the
value of the Offer Shares and any income generated by them (if any) may increase or decrease and that
investors may not be able to realize their initial investment. Thus, potential investors should apply special
care when assessing the risks involved and should decide, individually, if such an investment is appropriate
considering these risks.

The risk factors herein are organized into categories depending on their nature (with the most material risk
factor mentioned first in each of the categories based on the Issuers current assessment with respect to the
probability of their occurrence and the expected magnitude of their negative impact).

Risks relating to the Group’s business and the industry in which it operates

Changes in regulations or government policies, particularly as a result of increased governmental intervention
in the electricity market, could materially and adversely affect the Group’s business

The Group’s production and supply of electricity are subj to-licenses issued by the national regulator
Autoritatea Nationald de Reglementare in domeniul Ejiergiei (in En\gﬁsh, National Energy Regulatory
Authority) (“ANRE”) and are extensively regulated. Far example: (i) eleé(ricity producers are required to
sell part of their electricity on the wholesale markets ob‘grated by the Romanian electricity and gas market
operator — Opcom S.A. (“OPCOM”); (ii) electricity Rroducers’ ability t¢ conclude bilaterally negotiated
power purchase agreements with third parties on the who ‘sale market are gubject to certain restrictions (see,
“Regulatory Matters — Energy Matters — The Energy Market in Romdinia — Conclusion of PPAs”); (iii)
electricity producers may be required to sell electricity to neighboring countries under specific circumstances
(e.g. to the Republic of Moldova in 2022; for more details, see “Regulatory Matters — Energy Matters —
The Energy Market in Romania — Impact of enactments regarding measures applicable to final customers
in the electricity and natural gas market on the electricity production — Law 357/2022”); (iv) hydro
electricity producers are required to pay tariffs for water used by hydropower plants to generate electricity
(see, “The Group may be exposed in the future to higher turbinated water tax payable to ANAR”),
(v) prices of electricity supplied to final consumers are subject to price cap regulations (see, “Regulatory
Matters — Energy Matters — The Energy Market in Romania — Electricity supply — Measures taken to
protect the consumers from electricity price increases”) and (vi) rights and obligations of electricity
producers and suppliers in relation to green certificates are highly regulated (see, “Regulatory Matters —
Energy Matters — Licences obtained by the Company to participate on the Romanian electricity market —
Energy generation — Support scheme through green certificates and Trading green certificates™).

Government and regulatory decisions regarding production and supply of electricity and, in particular,
permitted prices for electricity purchases and sales, may adversely affect the Group’s revenue. For example,
the liberalisation of the Romanian electricity supply market started in 2014, with the final stage taking place
on | January 2021, when the household retail market was deregulated (meaning that the tariffs for supply of
electricity have been deregulated for households). However, due to market volatility in 2022, the Romanian
Government has subsequently introduced temporary electricity price caps and other measures to control the
final-consumer electricity prices for certain categories of consumers?, including a price cap for household
consumers currently set between RON 0.68/kWh and RON 1.3/kWh and a price cap for non-household
consumers currently set between RON 1/kWh and RON 1.3/kWh (for more details on the price caps, see
“Regulatory Matters — Energy Matters— The Energy Market in Romania — Electricity supply — Measures
taken to protect the consumers from electricity price increases”). Therefore, the Company’s customers in the

2 Such as the measures introduced by Govemment Emergency Ordinance 27/2022 and Government Emergency Ordinance 119/2022.
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supply portfolio will pay the lesser of the price set in the contract with the Company and the cap according
to the law.

In addition, in November 2022, the centralized acquisition of electricity through the Centralized Electricity
Purchasing Mechanism (the “CEPM”) of OPCOM was introduced as an extraordinary measure’, applicable
between 1 January 2023 and 31 March 2025 to producers whose energy capacities have an installed power
equal to or higher than 10 MW and are commissioned prior to 1 April 2022. Under the CEPM, the
Company is currently required to sell to OPCOM, as the sole purchaser, at a fixed price of RON 450
/MWh energy representing: (i) an amount of 80% of its yearly estimated quantities of available energy, as
approved by Transelectrica and communicated to ANRE, and (ii) its monthly revised estimated available
energy. In order to calculate available energy, the Company deducts the following from the forecasted
quantities of energy: (i) energy quantities under wholesale and retail contracts in force as at 11 November
2022; (ii) forecasted quantity of energy required for balancing; and (iii) electricity produced by hydro assets
with an installed capacity of less than 10 MW and electricity produced by wind capacities.

From 1 September 2022 to 31 March 2025 electricity producers are required to contribute to the Energy
Transition Fund 100% of net monthly average selling price in excess of RON 450/MWh (see “Regulatory
Matters — Energy Matters — The Energy Market in Romania — Impact of enactments regarding measures
applicable to final customers in the electricity and natural gas market on the electricity production” for
details on the computation of net monthly average selling price). The contribution is not applicable to
electricity production capacities commissioned after 1 April 2022 and to heat supply companies that produce
electricity through cogeneration.

Romania’s national regulations are underpinned by the regulations of the European Union. Any material
change in the regulations of the European Union may render changes in Romania’s national regulations.
These and other changes in regulations or government policies may materially and adversely impact the
Group’s prospects, business, financial position and the operatmgL_results and the Group may have limited
recourse to challenge any such changes. : A TR, ™

The Group may not be able to successfully implement jts. growth plan \‘5

The Group may not be able to implement its growth plan it ith respect to its hyc?ropower projects that are currently
in different stages of execution, being subject to develop ént construction 5md legal risks

The Company’s investment plan through 2027 includes dropower projects that are currently in different
stages of execution, with a total estimated installed power “6f 206 MW and an annual estimated average
production of 700 GWh/year.

There can be no assurance that the Group’s growth plan will be realized or, if realized, will result in the
planned outcome. Projects may be terminated or suspended, and a project’s scope and schedule may change.
For example, the development or finalization of new hydro production facilities may be subject to several
risks such as: (i) delays in obtaining Government decisions required for certain projects (for example, for
the approval of technical-economic indicators or of the expropriation corridors corresponding to hydropower
plants and/or power lines because of, among others, unclear legal ownership status over local authorities’
real estate); (ii) failures or delays in obtaining the permits required as a result of locations for pending
investments being declared nature protected areas after their initiation (as it happened for the hydropower
developments Bumbesti-Livezeni, Cerna-Belareca, Rastolita, Surduc-Siriu, Cornetu-Avrig, Cema-Motru-
Tismana after being included in the nature protected area Natura 2000); (iii) increased costs and delays in
construction due to changes in the relevant legislation occurring after the investments were initiated (for
example changes in the environmental requirements which trigger the need to update already issued
environmental approvals or to produce new environmental impact studies); (iv) decrease in the production
parameters as calculated in the initial design phase, due to changes in the environmental legislation
regulating the methodology of establishing the easement flow (please see “Legal and regulatory risks—The
Company may not be able to comply with recently introduced water management legal obligations”),
including the ecological flow component which is the water debit needed to protect the water ecosystem;
(v) delays due to lengthy and complex public procurement processes required for contracting third party
services; (vi) delays and increases in costs as a result of disputes with contractors or sub-contractors or the
dependency on a limited number of contractors, architects, engineers or other service providers, some of
which are in insolvency (such as Hidroconstructia S.A., Romelectro S.A., the Company’s subsidiary —
Hidroserv, UCM Resita S.A.) and bankruptcy proceedings (such as ISPH Project Development S.A.);
(vii) labor force shortages; and (viii) increased global commodity prices and shortages or escalating costs of

3 Such measures were introduced by Government Emergency Ordinance 153/2022.
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construction materials. For example, for the Rastolita, Surduc-Siriu, Cornetu-Avrig and Bistra-Poiana Marului
hydropower plants (“hydropower plants” or “HPPs”), the Company has contracted services of
Hidroconstructia S.A. (currently undergoing insolvency) which is claiming a price increase of approximately
90% for the remaining works proposed for 2023 and might decide to suspend or terminate the contracts
concluded with the Company. Termination of the contracts concluded with Hidroconstructia S.A. may trigger
a suspension of works for the mentioned HPPs for an estimated 12 months, until a new contractor is
appointed.

At the same time the benefits that the Company expects to realize out of the planned hydro facilities
investments may differ materially from its expectations. Implementing the Group’s growth plan may be more
expensive, time consuming and resource intensive than anticipated and it may put considerable strain on the
Group’s internal processes and capabilities. If the Company is unable to manage these changes effectively, it
may not be able to take advantage of market opportunities and execute its business strategy successfully.

The Group may not be able to implement its growth plan with respect to developing or acquiring new
green energy projects or other M&A targets. If completed, such projects may not achieve the expected
results and may expose the Group to risks specific to the acquisitions and development and operation of
renewable energy generation projects, as well as increased operating costs

The Group’s growth plan also includes the development of its power production portfolio by acquiring new
green energy facilities, particularly onshore and offshore wind farms and photovoltaic parks. Competition in
auction processes has increased significantly in recent years, where the Company must often act quickly in
order to capture opportunities. This may prove difficult given that the Company is subject to strict and
sometimes rigid public procurement rules set forth mainly under Law 99/2016 on sectoral procurement,
which may affect the Company’s ability to timely respond to new opportunities. At the same time, the
Group may not be able to identify such suitable transactional opportunities or, if identified, there can be no
assurance that such transactions will be successful or that the Group will be able to complete them on terms
and conditions acceptable to it.

construction, operating, legal and other risks, such as: fa)” an inabilityto find a suitable contractor or
sub-contractor either at the commencement of a project lowing a default by an appointed contractor or
sub-contractor, including because of lengthy and complex- public procurement processes, subject to frequent
legislative changes; (b) inability to finalize a public protiirement process b¢cause of legislative constraints,
which leads to the restart of the procurement process and\ material delays An signing of necessary contracts
or requires the update of the investment value and consequenfly- reappréval of such project; (¢) default or
failure by the chosen contractors or sub-contractors to finish projects or parts of projects on time, according
to specifications or within budget, including because of the chosen sub-contractors not having sufficient
qualifications for the project; (d) failures or delays in obtaining or renewing any necessary construction
permits and licenses, environmental and water management approvals, especially with frequent legislative
changes; (e) dependency on a limited number of contractors, architects, engineers or other service providers;
(f) shortages, or increases in costs of, construction materials and increased global commodity prices;
(g) shortages, or increases in the costs of, equipment, especially as regards turbines and generators,
including because of a limited number of providers for such equipment; (h) disputes with contractors or sub-
contractors, including because of breaches of public procurement rules; (i) work stoppages or labor disputes;
or (j) costs estimates no longer matching the financial resources, mainly because of inflation or of shortage
of material equipment due to increased demand.

Projects may take years before they become operational, O;?«gfwhich‘,‘tkizhey are subject to a number of
fol

The Group’s ability to integrate and manage acquired businesses effectively as part of its future growth
depends upon a number of factors, including the size of the acquired businesses, the quality of the
management of the acquired businesses, the nature and geographical locations of their operations and the
resulting complexity of integrating their operations. The Group may encounter unforeseen significant
difficulties when carrying out potential transactions, such as increased demand for management time and
increased integration costs, or unanticipated due diligence risks. As a result, there is no assurance that any
future acquisition will yield benefits that would be sufficient to justify the expenses the Group incurs.

The Group’s strategy to further expand through organic and inorganic growth into wind and solar renewable
energy generation capacity exposes the Group to risks specific to the acquisitions and development and
operation of renewable energy generation projects, such as: (i) being unable to identify and perfect suitable
acquisition and development opportunities; (ii) being unable to obtain, or facing delays in obtaining,
requisite regulatory licenses or authorizations for projects (such as construction permits and licenses,
environmental approvals/endorsements and water management approvals), especially obtaining grid
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connection permits and concluding grid connection agreements, which could involve significant investment
obligations due to the poor condition of the grid; (iii) construction risks arising from development projects,
particularly from a technical perspective in relation to the timing of construction phases, which may cause
an increase in costs or delays in the commencement of electricity generation, including, for example, the
risk that necessary equipment and labor may not be available to meet the Group’s requirements whether due
to market fluctuations in the demand for equipment or labor, the cost and availability of specific equipment,
the failure of a contractor to perform its contracted services or otherwise; (iv) generation yield assessments
for renewable energy generation projects not reflecting actual results; (v) ineffectively staffing and managing
the Group’s expanded operations and facing unanticipated difficulties in the integration of existing
management teams and operations, particularly in new market sectors with which the Group has less
experience; (vi) inability to keep pace with technological changes in the rapidly evolving renewable energy
sector; (vii) increased competition on the green energy market; and (viii) changing regulatory environment
and market design within Romania and the broader EU.

The occurrence of any or all of these factors may lead to a decrease in the quality of services, decline in
the amount of electricity produced or supplied, resulting in reduced profitability which may in turn
materially adversely affect the Group’s prospects, business, financial position and results of operations.

The refurbishment and modernization of the Group’s hydro facilities are subject to development and legal risks

Most of the Group’s hydro facilities (equipment and installations) were commissioned between 1960 and
1990. After 2000 the power plants producing a significant amount of MW have been refurbished and
modernized (such as Portile de Fier I, Portile de Fier II, 5 power plants on the lower segment of the Olt
River, and Lotru Ciunget power plant), while only 171 MW of additional capacities were commissioned
corresponding to Poiana Teiului, Movileni, Raul Alb, Subcetate, Plopi, Cometu, Robesti, Bretea and
Racovita HPPs. The Group’s current business plans include refurbishing and modemizing approximately 1.1
GW of installed hydro capacity by 2030 (for details see “Business — Business and operations — Electricity

generation — Refurbishment and Modernizatioy 2 _below).

v
These refurbishment and modernization p tak@‘ years before they become operational, during
which time they are subject to a n @bej;g&gg @Struction, operating, legal and other risks, such

example, in case of the Arcesti HPP, Reyimgti PB- Bl Vadlri HPP, the procurement procedures were not
awarded due to the inability of UCM Resta.S.A. and Hifoserv to submit a compliant bid or to fit within
the budget) or following a default by an appo ated wenteaCtor or sub-contractor, including because of lengthy
and complex public procurement processes, subject to frequent legislative changes; (b) inability to finalize a
public procurement process because of legislative constraints, which leads to the restart of the procurement
process and material delays in signing of necessary contracts or requires the update of the investment value
and consequently reapproval of such project; (c) default or failure by the chosen contractors or sub-
contractors to finish projects or parts of projects on time, according to specifications or within budget,
including because of the chosen sub-contractors not having sufficient qualifications for the project;
(d) failures or delays in obtaining or renewing any necessary permits and licenses and environmental and
water management approvals, especially with frequent legislative changes; () dependency on a limited
number of contractors, architects, engineers or other service providers, some of which are in insolvency
(such as Romelectro S.A., UCM Resita S.A., and the Company’s subsidiary — Hidroserv) and bankruptcy
proceedings (such as ISPH Project Development S.A.) and therefore may not be fully able to provide the
services needed for the Group; (f) shortages, or increases in costs or increased global commodity prices;
(g) shortages, or increases in the costs, of equipment, especially as regards turbines and generators,
including because of a limited number of providers for such equipment; (h) disputes with contractors or sub-
contractors, including because of breaches of public procurement rules; (i) work stoppages or labor disputes;
(j) costs estimates no longer matching the financial resources, mainly because of inflation or of shortage of
material equipment due to increased demand; or (k) stoppage of operation for the entire HPP or parts of it
during the refurbishment/modernization period, which may result to have noticeable influence on the
Company’s electricity production.

For example, in case of Stejaru HPP, the contract was terminated by the contractor Romelectro S.A. (for
more details see “Business — Business and operations — Electricity generation — Refurbishment and
Modernization Projects”) which left the hydro aggregate no. 5 unfinished and unavailable, the
implementation period being thus prolonged. At the same time, the unsuccessful acquisition procedures for
Raul Mare Retezat and Bradisor HPPs leads to the need to review the budget of the investment objectives
(which means that prices are updated to the market level which may consequently trigger the requirement to
restart the approval process).
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In addition, were the Company to continue to face difficulties in contracting with the traditional market
participants, such as UCM Resita S.A. and Hidroserv, or were some of them to stop providing services
because they enter bankruptcy, the Group may face delays and increased costs, or may even need to amend
its assets modernization strategy by changing the technical solutions and implementing new concepts. This
will prolong not only the time needed for promoting and approving the technical and economic indicators,
but also the duration of the public procurement process, and will increase the related investment value.

The occurrence of one or more of these events may negatively affect the Group’s ability to complete its
current or future refurbishment or modernization projects on schedule or within budget, which may result in
a material adverse effect on the Group’s business, financial condition and results of operations.

The Group may not be able to finance its growth plan

The Group intends to fund its growth plan through internal cashflow generation and external financing. The
terms and conditions on which future funding or financing may be made available to the Group may not be
acceptable, or funding or financing may not be available to the Group at all, due to economic and capital
markets conditions, investors’ confidence, business performance of the Group, political and regulatory
developments or availability of credit from banks and other lenders, etc. At the same time, if funds are
raised in a longer term, the Company may become more leveraged and subject to additional or more
restrictive financial covenants and ratios and to additional costs for debt servicing. If additional funds are
raised by issuing new Shares, existing holders of Shares may be diluted.

The Company’s inability to procure sufficient external financing for these purposes could adversely affect its
ability to implement its growth plan, to expand or maintain its business and to meet its production targets.
The unavailability of such financing could result in the Company facing unexpected costs, such as costs for
preserving pending constructions, costs for fulfilling environ oAt obligations, and costs resulting from the
meﬁ"nc1ency of certain hydropower plants and delays j oné‘fatnon %.the 1mplementat10n of its mvestment

8

could have an adverse effect on the Group’s production=eqilip font (commissioned and planned to be
commissioned)

The Group’s electricity generation depends largely on natural resources, such as snowfall, rainfall, sunlight
or wind intensity and speed, and although the Group plans its projects and its already established operations
based on hydrological studies and meteorological historical patterns, these factors are outside of its control
and may vary significantly over time.

The performance of the Group’s hydropower plants in generating electricity depend on water flows, which
vary each year and are subject to factors, such as precipitation, rate of snowmelt and seasonal changes.
There can be no assurance that the water inflows at the Group’s hydropower plants will be consistent with
the Group’s operational assumptions, or that climatic and environmental conditions will not change
significantly from the prevailing conditions at the time the Group’s operational assumptions are made. If
unfavorable meteorological conditions were to occur, particularly over a long term, such as unseasonably
warm weather, they could negatively affect the electricity generation, and thus the profitability, of impacted
projects. For example, in 2022, Romania experienced a severe drought, affecting the Group’s electricity
production with a gross hydro production level of 13.6 TWh in that year, representing an approximatively
14.5% decrease in production from such assets compared to the annual average gross hydro production of
15.9 TWh over the preceding 10-years.

The Group’s electricity output from its wind farm and future development or acquisition of wind and solar
capacities is subject to fluctuations in wind and solar conditions. Long-term predictions of such conditions
are subject to uncertainties due to, among other things, the placement of wind measuring equipment, the
amount of data available, the extrapolation and forecasting methods used to estimate wind speeds, solar
irradiation and differences in atmospheric conditions, and errors in meteorological measurements. Moreover,
even if the actual wind or solar conditions at the wind farm or solar capacities are consistent with the
Group’s long-term predictions, wind conditions over a short period of time may substantially deviate from
the long-term average due to natural wind fluctuations or the solar irradiation may change, causing
significant short-term volatility in the performance of the Group’s wind farm and solar capacities.

The Group’s business is subject to seasonal fluctuations in temperature. The Group’s electricity generation is
typically lowest in September due to factors, including dependence on water flows in rivers and streams,

23



limitations arising from operating regulations, outages or the winter program (for more details, see “Business
— Overview of the Issuer’s operations”). Based on statical data, the strongest water inflow is typically in
the months of March, April, May and June due to thawing snow. This leads to the Group generating higher
electricity volumes in such months than in the other periods of the year.

Electricity consumption is also subject to seasonality and is mainly affected by weather conditions. In
Romania, electricity consumption is generally higher during the winter and summer months. Therefore, the
Group generally experiences higher demand from November to February and from July to August, mainly
as a result of the use of heating and air conditioning, respectively. Conversely, the Group generally
experiences lower demand during the spring and fall seasons. As a result of these seasonal patterns, the
Group’s sales and results of operations are higher in the first semester and lower in the second semester in
any given year. If the Group fails to obtain its expected levels of revenue during the periods when its
generation capacities are operating at their maximum loads, it may be unable to compensate for lost
revenues during periods when the demand for electricity is lower.

If the Group is unable to address or forecast these fluctuations in production and demand for electricity, its
business, financial condition, results of operations and prospects may be materially adversely affected, and
its financial condition and results of operations may vary significantly from year to year.

To the extent that climate change causes variations in temperatures, wind resources and weather, these
variations may lead to an increase in average cloud cover or in intensity or frequency of extreme weather
events. Therefore, climate change may also have an adverse effect on the Group’s hydropower plants or
cause damage to its wind turbines. Extreme weather conditions may result in damage or failure of the
Group’s equipment, such as leaks in hydropower plants or damage to its wind turbines due to strong wind
intensity, among others. For further details on factors that can result in critical equipment failure, see “The
operation of the Group’s facilities could result in critical equipment failure, unplanned power outages,
reduced output and unanticipated costs and investments” below.

Should any of the above hydrological and climatic conditions fluctuate significantly or deviate from the
Group’s operational assumptions, the Group’s electricity generation and the demand for the Group’s
electricity supply could be negatively affected, which in tumn could have a material adverse effect on the
Group’s business, results of operations and financial condition.

The Group’s results of operations may be adversely affected by fluctuations in electricity prices

The Group’s revenue and margins in its activities are exposed to fluctuations in wholesale and retail market
prices of electricity. Electricity prices are determined by demand for electricity from final consumers, supply
of electricity from generation assets connected to the network, as well as interconnection capacity with, and
the market situation in, neighboring countries. In cases wifeie!-fhe; Sompany opts to sell electricity in the
open market (see “The Company’s hedging strategies /i y not be e Hestive in mitigating price fluctuations
and potential losses”), it assumes the consequent eyppsufe: H ctuations in the electricity market.
Market electricity prices have often experienced pen@ 0 v‘tﬂﬁtﬂ for example, between 2020 and 2022,
COVID 19 pandemic led to a decrease in electrici 9cdaﬁm{p&ﬂﬂ' arp prices, while the war in Ukraine
caused an increase in energy prices amid the crisis chiised by the rig¢/in Russian gas prices. Such prices
depend on a number of factors, including, but not limitcd.foy;:the: lewél of demand, the time of day, carbon
prices (European Union Allowances or EUA), the availability and cost of generating capacity available to
meet demand, and the structure of the particular markets (including the rules that determine the order in
which generating capacity is dispatched, and factors affecting the volume of electricity that can be handled
by the available transmission infrastructure at a given point in time, including different types of market
designs that may change significantly in the future).

The prices at which the energy produced by the Group is sold in the market partially depend on the relative
cost, efficiency and investment needed to develop and operate energy sources. A decline in the costs of
other sources of electricity, such as fossil fuels or nuclear power, could reduce the price of electricity. A
significant amount of new electricity generation capacity becoming available could also reduce the price of
electricity. The simultaneous increase in solar or wind electricity capacity during periods of high resource
availability may drive down market prices of electricity.

At the same time, broader regulatory changes to the electricity trading market, such as the GEO 119/2022
for the amendment of GEO 27/2022 regarding measures applicable to final consumers on electricity and gas
markets during 1 April 2022-31 March 2023 (“GEO 119/2022”) and GEO 153/2022 for the amendment of
GEO 27/2022 and GEO 119/2022 (“GEO 153/2022”), both applicable until 31 March 2025, have also
impacted electricity prices by requiring the Company to sell through the CEPM at a fixed price of
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RON 450/MWh a certain amount of produced energy (for details, see risk factor “Changes in regulations or
government policies, particularly as a result of increased governmental intervention in the electricity market,
could materially and adversely affect the Group’s business” and section “Regulatory matters — Energy
Matters — The Energy Market in Romania — Impact of enactments regarding measures applicable to final
customers in the electricity and natural gas market on the electricity production — GEO 153/2022
introducing mechanism of centralized acquisition of electricity (CEPM)”).

Demand for electricity is subject to a variety of other factors over which the Group has no control,
including economic and political developments in Romania (and elsewhere), which fluctuate with the
economic cycles, consumer demand, climatic conditions and seasonality (for the latter, see “The Group’s
electricity generation and the demand for the Group'’s electricity supply are subject to climatic conditions
that are not within the Group’s control”). For example, the COVID-19 pandemic caused a decline in
demand for electricity from 55.15 TWh in 2019 to 53.59 TWh in 2020.

A decline in market electricity prices could have a material adverse effect on the Group’s business, financial
condition, results of operations and prospects.

The Group may be exposed in the future to higher turbinated water tax payable to ANAR

The Company generates largely all of its revenue from the sale of electricity and therefore its operating
profit is dependent, on one hand, on the tariffs charged to its customers, and, on another hand, on operating
expenses (such as turbinated water tax), which represent a material part of the operating expenses. As a
hydro energy producer, the Company is obliged by law to pay to the Administratia Nationala Apele Romane
(in English the National Water Authority) (‘ANAR”) a turbinated water tax which was generally calculated
based on the volume of water used by the Group to generate electricity by its hydropower plants.

The turbinated water tax rate has been subject to significant increases over the last ten years. The turbinated
tax rate increased from RON 0.0001/thousand cubic meters in 2003 to RON 1.1/thousand cubic meters in
2010 and, more recently, was set at RON 1.4/thousand cubic meters being subject to annual updates based
on consumption index. The turbinated water tax rate was RON 1.40 in the first part of 2023, while the
turbinated water tax rates in 2022, 2021 and 2020 werg RO 3, RON 1.17 and RON 1.12, respectively,
per one thousand cubic meter of water. The Group g tbinated Grr expenses in the first quarter of 2023
and years 2022, 2021 and 2020 were RON 163.¢millo (égppr%se’.r_xr ing 12.6% of the operating expenses,
respectively RON 36.93 RON/MWh generated), RONY451.0; é‘ﬂliog‘ (representing 10.5% of its operating
expenses, respectively RON 33.1/MWh generated) %(O}P,Q{}OFI_. xInilli'o (representing 18.6% of its operating

“and RON'3QJ/1 million (representing 15.1% of its
operating expenses, respectively RON 20.5/MWh ge‘@cd&g\re pectively. In addition, until recently, in the
absence of special equipment installed to measure th&—wsed” water volumes in order to calculate the
applicable turbinated tax, the Company was required to pay an equivalent of the maximum authorized debit
of its powerplants, multiplied by the operating time of the power generation.

On 31 May 2023, the Government issued Emergency Ordinance no. 52/2023, which amended the turbinated
water tax collected by ANAR by setting a new quantification method, respectively a new fee of RON 37/
MWh generated. In addition, the new law repealed the provisions according to which the water tax was
annually indexed with the annual consumption index.

Given the multiple legal changes over time, there is no assurance that the turbinated water tax will not be
subject to further increases or further changes in calculation methods, which would directly affect the
Company’s expenses and financial position and could have a material adverse effect on the Group’s
business, results of operations and prospects.

Transelectrica may require the Company to provide electricity for balancing purposes outside the tendering
process and in excess of the Company’s balancing availability, which may lead to the Company defaulting other
legal or contractual obligations

To ensure the production-consumption balance in the national power system and resolve any network
restrictions, the national electricity system operator (“Transelectrica” or the “TSQ”) purchases electricity on
the centralized balancing market to compensate any deviation from the planned electricity production and
consumption values. On the balancing market, the Company and other market participants submit offers to
the TSO daily to supply the balancing electricity to the TSO for the following day. Participating on the
balancing market is voluntary. However, under exceptional conditions and to achieve the permanent
balancing of the electricity system, the TSO may require market participants, including the Company, to
provide energy to the TSO on a particular day at a price established in accordance with applicable
regulations, even if such participants have not submitted any offers on the balancing market in the previous

25



day. If this occurs, there is no assurance that the Company will have sufficient electricity to fulfill such
balancing obligation without disrupting its delivery obligations under other contractual arrangements. If the
Company does not have sufficient volume to fulfil its balancing obligation or contracted delivery obligations,
it may default under any such obligations or have to acquire additional electricity on the open market to
satisfy its obligations at higher than anticipated prices, which could affect the Company’s expenses and
financial position and could have a material adverse effect on the Group’s business, results of operations and
prospects.

The Company’s hedging strategies may not be effective in mitigating price fluctuations and potential losses

The Group seeks to hedge the risks relating to volatility in energy prices by entering into fixed price
bilateral forward contracts concluded on the OPCOM exchange or into fixed price bilateral forward contracts
directly negotiated with suppliers (who deliver to final consumers), distributors or the TSO (for their own
end use). Whenever the Group enters into fixed price sales agreements, it seeks to hedge these positions by
entering into such forward contracts for physical electricity trades. The Group’s hedging capabilities are
currently limited by the regulatory context, given that until 31 March 2025 the Company must sell a certain
amount of energy on the CEPM at a fixed price of RON 450 /MWh (please see risk factor “Changes in
regulations or government policies, particularly as a result of increased governmental intervention in the
electricity market, could materially and adversely affect the Groups business” and section “Regulatory
matters — Energy Matters — The Energy Market in Romania — Impact of enactments regarding measures
applicable to final customers in the electricity and natural gas market on the electricity production —
GEO 153/2022 introducing mechanism of centralized acquisition of electricity (CEPM)”).

When concluding forward contracts on competitive markets, the Company is selling electricity up to two
years prior to the actual delivery based on the production forecasts which is reassessed one month in
advance of delivery. In addition, during the last month corresponding to the date on which the Company
must deliver the electricity, the Company uses another forecast to determine if it is necessary to purchase
electricity on the Day-Ahead Market (“DAM”), whig] Jﬁoanfhb\, oncluded up to the delivery date. These
forecasts are based on the Company’s data and in I:ﬁ\atlon prov1d by data analysis. The accuracy of the
Company’s forecasts for a particular period depenfly’ on7h atis o? factors, including the availability of its
electricity generation installation, weather and wifid ¢ nditiofs and @ulpment interruptions. Any difference
between the volume of electricity sold to the mar d ap\d fhe Bolume /of electricity actually produced by the
Company’s electricity generation installations resulk Am an imbalafize. If necessary, the Company seeks to
reduce the imbalance through intra-day trading on YtHg Smarket of OPCOM, which may or may not be
successful and procure the outstanding volume of electricity. The prices at which the missing electricity is
bought, including for fulfilling Company’s supply obligations, may be unfavorable to the Group especially if
it is necessary to buy electricity from the DAM or through CEPM (in the latter case at the price of
RON 450/MWh).

While the Company seeks to maintain a risk neutral hedging position regarding price fluctuations and to
place selling orders size as close as possible to the average market price while also setting the total volumes
sold yearly in correlation with the average historical and forecasted production, its hedging strategies may
not be effective in mitigating price fluctuations, especially since, given the Company’s role in NES, the
hedging strategy is not focused on the price fluctuations, but on ensuring a predictability of future income
on medium and long term. Therefore, timing of the price fluctuations may not match the timing of the
hedging contracts, resulting in the Company not being protected when it needs the protection the most. For
example, if the Company enters into a contract to sell energy at a fixed price in the future and the price of
energy increases significantly before the contract’s expiration, the Company will not benefit from the higher
price.

In extreme scenarios, the hedging strategy may lead to significant losses, if the Company cannot deliver the
contracted volumes and would have to acquire these volumes on the open market to satisfy its obligation at
prices prevailing the hedging contracts. Any inability to hedge the risks regarding volatility in energy prices
or to correctly forecast the amount of electricity the Company is able to deliver to the market in respect of
the Company’s production assets could have a material adverse effect on the Group’s business, financial
condition, results of operations or prospects.

The Company may be subject to intensifying competition in the supply market

The Company operates in highly competitive wholesale and retail energy markets. As a result, the Company
faces significant competition for customers, from both established players in the markets (such as Electrica
Furnizare S.A., Enel Energie S.A., EON Energie Romania S.A. and CEZ Vanzare S.A.) as well as new
market entrants, such as independent power producers and renewable energy companies. This competition
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could lead to pricing pressure and reduced profitability, negatively impacting the Company’s financial
performance. While the Company has to date supplied energy below temporary price caps in place for
household and non-household clients (the highest tariff that a client may pay being RON 1.3/KWh), there is
no assurance that in the future the Company will be able to produce and transfer the produced energy into
the portfolio of supply clients at a price below the regulated cap, which could lead to the Company losing
this competitive advantage.

The Group’s financial performance could be adversely affected by competition from other suppliers who
may offer better terms or prices for electricity supply to the Group’s existing or potential consumers than
those offered by the Group. Increased competition may force the Group to lower prices or lead to a
decrease in the volume of electricity supplied by it, which could have a material adverse effect on the
Group’s business, results of operations, financial condition and prospects.

The Romanian State will remain in control of the Group following the Offering and its interests may differ from
or conflict with those of other shareholders of the Company

Following the Offering, the Romanian State will continue to own 80.06% of the Company’s issued share
capital. As a result, it will continue to have the ability to control decisions at the Company’s shareholders’
meetings. In particular, it will have the ability to nominate members in the Company’s supervisory board
(“Supervisory Board”), to determine the outcome of votes at general meetings of shareholders of the
Company (other than in any cases where the major shareholder would need to abstain from such vote), as
well as to establish the dividend distribution and significant corporate transactions, including debt to equity
conversions and acquisitions of participations in other entities that require shareholders’ approval.
Additionally, the Romanian State could influence the business of the Group by adopting new legislation
which the Group is required to comply with.

The interests of the Romanian State may not be fully aligned with the Group’s objectives as a commercial
enterprise, and the Romanian State may prioritize national policy goals above the Group’s commercial
interests when exerting its influence over the Group and may urge the Company to take or not to take
certain actions different than the Company would otherwise decide. For example the Group is subject to the
Government’s dividend policy for state-owned companies, which it the Group’s ability to reinvest a
proportion of its profits. Furthermore, decisions on the no V_mﬁon of< the members of the Company’s
Supervisory Board and the timing when their mandates start /i , and will continue after the
Offering, to be influenced by the Romanian State as a majo !

o)

While the support of the Romanian State proved historica tt;rfarive?agd engourage the Group’s success,
there can be no assurance that going forward the Romanian\State’s interestiif" ill coincide with the interests
of the Group or of purchasers of the Shares, which in turn d: }me ¢ with the Group’s commercial
interests, and/or have a material adverse effect on the Group’s bus%ness results of operations and financial
condition and/or the value of an investment in the Shares.

The operation of the Group’s facilities could result in critical equipment failure, unplanned power outages,
reduced output and unanticipated costs and investments and, in some cases, environmental and property
damage and legal claims

The operation of the Group’s hydropower and wind facilities may be subject to the breakdown or failure of
equipment or processes, malfunction outside parameters functionality, or performance below expected levels
of output or efficiency. Such failures and performance issues may stem from several factors, including
human error, intentional damage, power outages, fires, lack of maintenance, earthquakes, floods or other
natural disasters, terrorism, sabotage, soil erosion and corrosion, cyber-attacks, general wear over time and
other unexpected events.

Many of the Group’s facilities require planned periodic major overhaul activities to avoid unplanned outages,
which may also reduce the expected level of output or efficiency, as well as require significant investment
costs and expenses by the Group. Unplanned outages of generating units, including extensions of scheduled
outages due to mechanical failures or other problems relating to the Group’s operational projects, may also
occur from time to time and are an inherent risk of the business.

Operational performance of the Group’s wind farm may be affected by, among other factors, failures and
breakdowns of components, such as turbines, substations, export cables and array cables, and the time
required to repair such failures and breakdowns, which may be affected by weather conditions and the
availability of skilled personnel, equipment and spare parts. This also overlaps with the fact that the
Company holds insurance that may prove to be insufficient to cover material losses.
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Damage to the Group’s dams may result in floods, which in turn may cause damage to the local
environment and populations, severe damage to, and destruction of, property, plant and equipment and
suspension of operations or supplies. This may result in the Company being named as a defendant in
lawsuits asserting claims for breach of contract or substantial damages, environmental restoration costs,
reputational damage, personal injury and fines or penalties.

Mechanical failures or other defects in equipment, or accidents that result in non-performance or
underperformance of a power plant or a wind farm may have a direct impact on the profitability of the
Group’s operations. For example, oil losses from the turbine rotor blade adjustment system of one of the
Iron Gates turbines (Hydro aggregate 1) were detected during a technical inspection. This required an
intervention to resolve the problem, with disassembling of the turbine and the shutdown of the hydro-
aggregate for a period of 24 months from February 2023. At the same time, critical equipment or parts may
not always be readily available when needed, and this can also negatively affect the availability of the
Group’s hydropower plants or wind farms.

A pollution such as oil spillage may be caused by accident and trigger environmental and property damage.
For example, hydro-mechanical parts require lubrification through mineral oils, and the Kaplan turbines may
cause oil spills. For hydropower plants with higher installed capacities and longer lifetime, oil leaks are
unavoidable. For that reason, they may not be recorded by.the Group. In the period 2019-2022 the Group
has suffered several env1ronmenta1 mcndents - all oil ﬂlages "Fh e oil spillages were caused by operation

am“,lgsa,m} eléetricity generation, additional costs of
covering the shortfall with acquisitions in the markg at prevailing®market prices (which could be higher
than contracted sales prices) and customer dissatisfacthd,cand. m gy/élso lead to liability for damages, higher
operating costs, limited sales of the Group’s products, the Tmposition of penalties and other unforeseen costs
and expenses. Any or all of these could have a material adverse effect on the Group’s reputation, business,
results of operations and financial condition.

2Z'dropower plants, may be costly to

A major earthquake could have a material adverse effect on the Company’s business, financial condition, and
results of operations

The Group’s business activities are dependent on its asset base, which could be materially damaged in an
event of major earthquakes. The Group has not conducted any site-specific study to assess any seismic risk
or dam stability.

Seismic risk in Romania is one of the highest in Europe. Romania experienced major earthquakes that
exceeded 7.0 Richter scale in the 1940s and 1970s, causing catastrophic damages, to life and property. If a
major earthquake with a similar magnitude occurs again in Romania, it cannot be fully predicted how it
would affect the Group’s asset base or Romania’s economy generally. Any major earthquake could result in
personal injury and loss of life, damage to property, and contamination of the environment, which may
result in a shutdown of the Group’s facilities, suspension or disruption of operations. If Romania’s economy
is severely disrupted by an earthquake, the consumption of electricity in Romania may be materially affected
and the government may impose additional regulation to the electricity market to ensure price stability.

If any of these risks materializes, the Group may incur uninsured losses and liabilities, suffer reputational
damage and/or suffer material losses in operational capacity, which could have a material adverse effect on
its business, financial condition, and results of operations.

The Group relies on its OT and IT infrastructure, which may fail or be adversely affected by cyber attacks

The Group’s business relies on the efficient and uninterrupted operation of its operational technology (“OT”)
and information technology (“IT”) infrastructure, which includes complex and sophisticated computer,
telecommunications, supervisory control, data processing, data acquisition and data monitoring systems (such
as Supervisory Control and Data Acquisition (“SCADA”) or rented VPN systems). If the Group’s OT, or its
IT infrastructure, including its control centers, data centers, back-up facilities and emergency recovery
procedures, or any other OT or IT used throughout its business, including its automated hydro facilities,
were to fail or become subject to disruptions for any reason (including computer viruses, malicious and
destructive code, phishing attacks, and denial of service attacks), such failures could lead to significant
increased costs (including to repair the plant or other assets), reductions in available capacity and output and
critical data, which could result in loss of personal data, financial losses and reputational damage to the
Group, or loss of customers, particularly where the IT impacted is customer-facing. As the Group’s assets
are a critical part of the national infrastructure, they also may become the target of politically motivated
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actors, including by way of cyber-attacks which could disrupt the Group’s OT or its IT infrastructure (see
also “Hostilities with neighboring countries and civil unrest in Ukraine or other Eastern European states
may adversely affect the economy of Romania”).

The IT security systems set up by the Group to help prevent cyber-attacks or leaks of sensitive information
could be breached by cyberattacks. In addition to adversely impacting business operations, a failure in the
Group’s operations monitoring systems (which focus on plant availability, activity and efficiency, operational
oversight, customer communication channels, maintenance and predictive maintenance, health and safety, and
compliance with environmental laws and regulations) could lead to non-compliance with permit requirements
and the imposition of fines or penalties, as well as potential system failures.

The Group’s software system is mainly based on license agreements and not custom proprietary software.
Therefore, the Group is subject to non-negotiable, standard warranties and limitations of liability (as set by
the software manufacturers) for using the software. Hence, there are no separate sets of warranties to
accommodate the Group’s specific needs or requirements.

IT security breaches could lead to shutdowns or disruptions of the Group’s systems and potential
unauthorized disclosure of confidential information or data, including personal data. The Group may be
required to expend significant capital or other resources to protect against the threat of security breaches or
to alleviate problems caused by such breaches. Any such OT or IT security breaches and other issues in the
future could have a material impact on the Group.

Any of these occurrences could negatively impact the Group’s revenues and could have a material adverse
effect on its business, financial position and results of operations.

The migration of the Group’s legacy IT infrastructure to new integrated IT systems may encounter difficulties
and delays

As part of its digitalization efforts, the Group is in the process of’ implementing an integrated CRM
Salesforce and SAP IS-U (including Smart Energy Water software) systems to replace its legacy IT
infrastructure, related to the supply business, and assi$- the” hobp’s management with overview of all
commercial activities, as well as daily manageme Eact;,yltles mclu ing billing. At the same time, the
current SCADA portal® that the Company uses fi§ igte a@f be replaced by new modemized and
centralized system, the roll-out of which is to be coft i

AELO AT (1
There are risks associated with such IT projects thgt“are 1nher£th AV all data migration projects, such as
those arising from inadequate setup and structuring, “eprpptiep”during migration, poor data quality in
the legacy system and lack of correct data cleansing, as well™as those arising from the lack of timely and
effective training of relevant personnel to correctly and efficiently use the new systems.

Any failure in such integrated systems or in their implementation may result in loss or corruption of
customer and operational data. Any such possible loss or corruption of such data may have a material
adverse effect on the Group’s business, results of operations, financial condition or prospects.

The Group may not be able to hire or retain enough qualified staff, including members of its senior
management team

The Group’s operating success and its ability to carry out its growth plan depend on the abilities, skills and
experience of its senior management and other key personnel. Experienced and capable personnel in the
energy industry is scarce and the Group faces significant competition to recruit such personnel. Moreover,
some of the issues the Group’s assets are facing are quite challenging from technical point of view, as well
as logistically such as replacing parts in the large generation units and gates of Portile de Fier 1.
Consequently, if the Group’s experience employees leave or retire, especially with its engineers, the Group
may have difficulty, and may have to incur significant costs, in replacing them. If the Group were to lose
members of its senior management team, including members of its Supervisory Board and management
board of the Company (“Management Board”), the Group may be unable to replace them with persons of
commensurate experience and skills or to do so in a timely manner, especially given the lengthy and
complex process of senior management appointment under the provisions of Government Emergency
Ordinance 109/2011 (“GEO 109/2011”).

Any failure to hire or retain a sufficient number of experienced, capable and reliable personnel, especially
those in management positions with appropriate professional qualifications, or to recruit or retain skilled

4 SCADA is a control system architecture comprising computers, networked data communications and graphical user interfaces for high-level
supervision of machines and processes.
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professional and technical staff in pace with its growth, may result in a loss of organizational focus, poor
execution of operations, an inability to identify and execute potential strategic initiatives such as expansion
of capacity or even higher costs, if the Company has to outsource some of its activities. The occurrence of
any of these events may have a material adverse effect on the Group’s business, financial condition and
results of operations.

The Group may face strikes or other labor disruptions at its facilities

The Group’s employees are instrumental to the successful implementation of its business strategy. The
Group’s employees have certain bargaining or other rights and are covered by collective bargaining
agreements, which are renegotiated, as a rule, on a two-year basis. Law 367/2022 on social dialogue
reduced the minimum percentage of employees/workers of a company required for a trade union to become
representative from 50%+1 to 35%, creating the premises for more than one representative union to have
collective negotiating rights and also allowing in certain conditions for non-representative unions to come to
the negotiation table through union federations they are affiliated to. Under the same law, employees in the
units of the National Energy System (the “NES”), such as the Company, are permitted to strike so long as
at least one third of the normal activity is ensured and distributed throughout the day, which does not
endanger the life and health of the population and/or the safe operation of the installations in such unit. If
the Group’s relations with its workforce or the trade unions deteriorate for any reason, including as a result
of changes in compensation or any other changes in the Group’s policies or procedures that are perceived
negatively by its employees or the trade unions, or if the Group is unable to successfully conclude any
future collective bargaining agreements with the trade unions, the Group may experience a labor disturbance.
Furthermore, labor disruptions, strikes, disputes with trade unions and other similar actions may lead to
delays and increased costs, as well as to a loss of customers if any of these actions causes any member of
the Group to become unable to meet its customers’ service expectations in a timely manner and to provide
an appropriate level of customer care.

Any strikes, work stoppages or other labor unrest could have a material adverse effect on the Group’s
business, financial condition, results of operations, cash flows and prospects.

The Group does not carry insurance on many of its assets, and its insurance coverage is not sufficient to cover
all material losses it may sustain ‘

The Group carries insurance coverage for a limited list of risks (including Directors and Officers insurance)
and it does not currently carry any business inte ce or insurance for its material hydro
production facilities.

A g Fioaen . .
In addition, the Group’s dams and power plan ’*ar{g&%;msseﬁg that require regular maintenance and

modernisations to ensure their safe and reliable %pel;agonua;kfﬁh_ assets age, they may become more
vulnerable to structural and operational failures, g g ‘cbuf’d’ 1ea_é o accidents, downtime, and increased

CoSts.

*

The Group may face material losses relating to operational hazards, unforeseen interruptions or other
accidents relating to the Group’s uninsured assets, or any other unexpected occurrences for which insurance
coverage is not available for the Group, all of which could have a material adverse effect on the Group’s
business, results of operations and financial condition.

The Group is dependent upon services provided by the TSO and OPCOM

The Group is dependent upon services provided by third parties, including the TSO (Transelectrica), which
is the sole operator of the electricity transmission grid, and OPCOM, which manages the trading system
within the electricity wholesale market. For further descriptions of the TSO and OPCOM, see section
“Industry — Overview and Key Trends — Market participants”. A failure by any of them to provide the
relevant services to the Group for any reason could expose the Company to operational and therefore
financial risks. For example, due to works on the TSO lines there is the possibility of restricting the
evacuation at any of the plants, including for bigger plants, such as Lotru. Thus, the Company may record
losses resulting from failure to evacuate energy that could have been produced.

In addition, the Group’s ability to maximize its generation capacity and increase its electricity production
depends on the ability of the transmission and distribution grids to handle greater volumes of electricity.
Power restrictions may be imposed by Transelectrica which do not allow for the injection into the NES of
the entire power produced by the Group’s facilities. Any disruption to electricity distribution or transmission,
including forced outages affecting any of the transmission or distribution grids that the Group relies upon, as
well as constraints on the ability of the transmission and distribution grids to handle greater volumes of
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electricity, could result in decreased production volumes and sales, and therefore decreased revenues of the
Group.

The Group is subject to changes in demand for the power reserve services and other ancillary services provided
by it

The business of the Company comprises regulated services, including the provision of ancillary services to
the TSO in Romania, to ensure the flexibility and stability of Romania’s electricity system. This line of
business ensures the operational stability of the NES, at the request of the TSO, by provision of services of
secondary control reserve, UP fast tertiary reserve, DOWN fast tertiary reserve and reactive energy
discharged or absorbed from the grid into the secondary voltage control band.

The Group participates in auctions on a daily basis to provide such services to the TSO. Considering the
current installed capacities available to bid in the auction and regulations of the auction, the main HPPs of
the Group currently required to provide ancillary services are Iron Gates 1, Vidraru and Lotru, accounting
for approximately 95% of the secondary reserve and 30% of the tertiary reserve provided by the Company.
In addition to these, the Group’s hydropower plants positioned first at the head of rivers with great lakes
behind (Galceag, Sugag, Mariselu,Raul Mare Retezat, Ruieni, Remeti, and Stejaru) also contribute
significantly to the tertiary reserve.

The nature and volume of services sought by the TSO may change. To the extent the Group’s existing
power reserve and ancillary services are no longer required to the same extent (or at all) in the future, or
the Group is not selected as the provider of these services, and the Group is unable to replace these with
new ancillary services, this has the potential to impact negatively the Group’s revenues, which could in turn
have an adverse effect on the Group’s business, financial condition and results of operations.

The Company is exposed to frequent changes in tax legislation applicable to it and frequent inspections by
fiscal authorities

The Company is exposed to changes in the energy specific tax laws and regulations, among other
obligations, which affect its operating expenses. As a recent example, Law 357/2022 for the approval of
GEO 119/2022 (“Law 357/2022”) published on 16 December 2022 modified the method of computing net
monthly revenue for the purposes of calculating the tax for electricity roducers, by limiting the revenues in
scope only to electricity produced and sold or transferred be femi Sopt pinants and limiting the costs in scope
only to the balancing costs capped to 5% of the revenue produced or transferred between

f rr‘lgele tr1c1ty
segments. &

Romaman tax authorities, through the General Antlfraud ‘@st:ﬁi Dwm , performed three controls at the
eptember-December 2022 period

QU ’dmpany and a report issued on
12 April 2023 for Crucea Wind Farm) and (ii) one for the perio' fil-August 2022 (which was concluded
in a report issued on 19 April 2023). In the report issued on 11 April 2023, the authorities did not make
any changes to the method of computing the tax for electricity producers or to the method of computing the
transfer price from its production portfolio to its supply portfolio, but raised an issue on the date from
which the Company applied Law 357/2022 (16 December 2022). Following such conclusion, the tax
authorities applied Law 357/2022 retroactively, namely from 1 September 2022, thereby computing an
additional tax of RON 62.1 million, which the Company paid and challenged to ANAF and intends to
further challenge in court, if needed.

As a large tax contributor in Romania, the Company is subject to inspections by tax authorities with
potentially unpredictable consequences to it (including fines, payments, impositions of additional amounts
following reassessment of various expenditures and deductions and referral of certain matters, according to
the regular practice of the tax authorities, to other authorities such as the prosecutor’s office), which could
have a material adverse effect on its business, results of operations and financial condition.

Legal and regulatory risks

The Group is subject to increasingly stricter and complex environmental and water management regulations
and may be exposed to significant liabilities for any failure to comply with such regulations

Power generation is subject to risks of causing environmental damage, such as accidental water pollution
with petroleum products, negative impact on environmental elements, and energy loss due to the obligation
to ensure the ecological flow. Therefore, given the specific risks of power generation, the Group is subject
to numerous international, national and local environmental laws and regulations, which are becoming
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increasingly cumbersome. The Group is required to satisfy numerous operating and monitoring conditions
for environmental protection, such as monitoring of water levels variation in reservoirs, monitoring of noise
levels at the site boundary, monitoring of turbinated water volumes, prevention of accidental loss of
petroleum products, biodiversity protection and monitoring in the facilities located in natural protected areas,
monitoring of environmental impact of windfarms, including noise emissions, and impact on wildlife,
sanitizing the surface of the water gloss.

The presence of natural protected areas, such as Natura 2000 sites, overlapping or in the vicinity of the
locations of the Company’s existing facilities or new developments may have a significant impact both on
the current activity and the development of new investment or refurbishment projects of the Company,
adding to the complexity of the process for obtaining the relevant environmental approvals, environmental
endorsements and environmental permits, as complex assessments of the environment impact must be
undergone (for more details please see section “Regulatory Matters —  Environmental Regulations —
Assessment of the impact of certain public and private projects on the environment”). Some of the
investment projects of the Company (Jiului river hydropower development (“hydropower development” or
“HPD”) on Livezeni-Bumbesti section, Narrows Olt river on Cornetu-Avrig section HPD, Pascani HPD on
Siret river, Rastolita HPD, Surduc-Siriu HPD, Siret river HPD on Cosmesti-Movileni section, Olt river HPD
on Izbiceni-Dunare section; Islaz hydropower plant and Cerna Belareca HPD; Hydrotechnical Facility Cerna-
Motru Tismana, second stage), have been exempted from the application of certain stages of the
environment impact assessment procedure, but the Company must still prepare for these projects the
environment impact assessment report, including the appropriate assessment study and the water bodies
impact assessment study, which will be subject to the authorities’ analysis and approval. If the relevant
authorities conclude that a plan, program, project or activity has a negative impact on the environment or
the National Agency for Protected Natural Areas and/or the administrators of the respective protected natural
areas of national or international interest do not provide their approval due to the potential negative impact
on the environment or to specific restrictions set out by the regulations applicable to a certain natural
protected area, the issuance of the environmental approval, endorsement or permit may be denied or certain
restrictions for the development and/or operation of the facility may be imposed, to ensure protection of the
environment or of certain species or habitats. Moreover, there is a risk that the GEO setting out the
mentioned exemption that benefits the Company is rejected by the Parliament.

The Group is a major user of national water resources and must comply with laws and regulations
applicable to the use of water for electricity production purposes, discharge of turbinated and drain water.
The Group is obliged to conduct its activities in accordance with the water management permits issued by
the relevant authorities. These regulations may not always set out clear requirements for compliance, and at
times may be ambiguous, resulting in a potential brg: h?'li‘}fs'ﬁle roup. For example, unclear legal
provisions related to the sanitizing of the surface of the water._ gloss have been interpreted by some

authorities and/or courts of law in the sense that the p ﬂx(ﬁ;.sh obljgation to clean the floats brought
by affluents on the entire surface of the lake, and not |&mly™in’ gie ar “the retention front, imposing fines
on the Company based on this interpretation. In addi n;\ihé'“%ntmu" s bringing of floating objects by

affluents, following rain showers, is a phenomenon thai “under control by the Company in
real time, exposing the Company to potential liability during ‘_‘pe:ﬁo’a of time needed to clean the floating
objects brought by affluents after a rain shower (as it was the case of a fine in amount of RON 180,000
imposed to the Company in August 2021, at the Izvorul Muntelui reservoir and dam). More recently, the
Company’s obligation to clean up the gloss of the entire surface of the reservoir has been explicitly
introduced in the water management permits. The Law 107/1996 is also unclear on the extension of the
validity of the water management permits, which do not set out a deadline for the relevant authorities to
extend the validity of the water management permits, causing thus, in practice, delays in the extension of
the validity of the water management periods, during which time the validity of the water management
permits and related obligations may be challenged.

The Group may not be in compliance with all applicable environmental laws, regulations or requirements or
environmental permits. In 2022, an accidental pollution with petroleum products occurred on the Danube
River following which the Company received a fine which was challenged in court on the basis that the
Company considered the pollution products to not have resulted from activity of its Iron Gates HPP. Similar
incidents might occur in the future, resulting in additional costs, damages, fines and other complementary
sanctions such as suspension of the operation of the hydropower plant or suspension of related operation
permits. Any incidents of environmental damage may result in disruption to the Group’s hydropower plant
activities, services, projects and operations, and result in reputational harm to the Group; significant liability
may also be imposed on the Group for clean-up costs, damages to third parties or penalties for non-
compliance with environmental laws and regulations.
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In order to achieve the environmental objectives, set out by the environment protection legislation, the
European and/or national relevant authorities may adopt and implement projects that may impact the
Company’s activity, causing the Company to make certain investments at its hydropower plants in order to
comply with the obligations imposed by the relevant authorities. Such projects may cause the reduction of
the water volume for energy production, which may lead to the Company producing less energy. For
example, the Company is part of the “We Pass” project, which is an initiative aiming to facilitate fish
migration in the Danube River Basin.

Furthermore, the development of new hydropower capacities may be challenged by opposition from
environmental groups based on the increasingly stricter environmental and water management regulations.
This opposition may result in stoppage or delays in the construction of new capacities (as it was the case
with Bumbesti-Livezeni, the Surduc-Siriu — the stage Surduc Nehoiasu HPD, the Rastolita HPD, the Bistra-
Poiana Marului-Ruieni-Poiana Rusca HPD or the Cerna-Belareca HPD) or increased costs due to the need to
address the concemns of these groups or even in the demolition of the capacities subject to challenges. This
may lead to the failure to implement the growth plan, and lead to lower volume of produced energy (and
thus lower revenues) than that expected on basis of the new hydropower capacities and exposure of the
Company to significant liability and costs related to the demolition of the capacities subject to challenges
and restoration of the environment. New hydropower plants also depend on resources that the Company
may not dispose of, such as the land needed for investments. For example, in the absence of expropriation,
it may be possible that some investment works (such as for Rastolita HPD or Racovita HPP from the HPD
of the Olt River on the sector Cornetu — Avrig) will not be operational at capacity to generate electricity at
the approved level.

European or local authorities may impose even stricter water management and environmental standards than
those currently in effect, or enforce or interpret the existing laws, regulations or licenses in a different or
more stringent manner than they are currently enforced or interpreted. In such circumstances, the Group may
be required to obtain new or revised permits, undertake further expenditure to modify its operations, ensure
better working conditions, install pollution control equipment, introduce measures to reduce the impact of
the Group’s activities on the environment, curtail or cease certain of its operations, or to pay fees or fines
for breaches of water management or environmental regulations or standards.

If any of these risks materialize, this could have a material adverse effect on the business, financial position
and results of operations of the Group.

The Company may not be able to comply with recently introduced water management legal obligations

National Water Management Plan and article 53(4) of the~
damming or water capture works located on watercourses/% 8t ;
that ensure downstream an easement flow (consisting of i eg()‘logit}a flow.
by downstream users), as well as, if the case, with co ﬁmchons&h ensute the migration of the aquatic
fauna (especially fish). With effect from 10 November %)1:71, C}_Q,vgmylqu Emergency Ordinance 78/2017
(“GEO 78/2017”) introduced a requirement to also presgfve the ecological flow, in order to protect the
environment (see also “Regulatory Matters — Environmentah\Regulafions”— Water Management” for further
information). e

Further legislation, which entered into force on 26 February 2020, introduced a method of calculating the
ecological flow through hydrological studies prepared by public or private institutions certified by the
Ministry of Environment Waters and Forests and expertized by the National Institute of Hydrology and
Water Management (INHGA).

In order to comply with these requirements, the Company must commission hydrological studies to calculate
the ecological flow, and, at a later stage, commission technical-economic studies establishing whether there
is a technical infeasibility or the disproportionality of costs for compliance with requirements regarding the
easement flow (which includes the ecological flow). Where there is a technical infeasibility or
disproportionate costs, the Company is relieved from the obligation to comply with the new ecological flow
related requirements. The Company has organized public tenders to appoint a third-party provider to perform
the needed calculation, but failed to close the tender process for the first tender, while the contract executed
with the third party appointed following the second tender was terminated by the Company due to the
provider’s failure to deliver the hydrological studies within the agreed contractual deadline. Therefore,
following a third tender process, the Company concluded a contract with a third-party supplier, having as
object the acquisition of 103 studies determining and calculating the ecological flow relating to the 282
barred sections (79 dams and 203 secondary impoundments), for which the Company has the obligation to
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perform the relevant studies and works to comply with the above-mentioned legal provisions. As of the date
of the Prospectus, the contract is still ongoing.

In light of delays in and amendments to the applicable regulations, the Company’s difficulties in contracting
with a third-party provider to prepare such studies, and the failure of a third-party provider’s to deliver the
hydrological studies within the agreed contractual deadline, the Company has not yet completed required
technical-economic studies, which were required to be produced by 5 November 2022. This status was
disclosed by the Company to the ANAR.

Should the Company be found in breach of its obligation to have finalized the hydrological and technical-
economic studies, the validity of the corresponding water management permits may be questioned. The
implementation of measures to ensure the easement flow is complied with may also reduce the water
volume for the Company’s energy production, which may lead to the Company producing less energy. All
these may have a material adverse effect on the business, financial position and results of operations of the
Group.

The regulatory framework for CEPM could materially and adversely impact the Group’s activities and
operations

Following price increases on the international electricity markets, the CEPM mechanism was implemented in
Romania with effect from 11 November 2022, pursuant to which OPCOM purchases electricity from
generators and sells the purchased electricity to, among others, suppliers (for details, see risk factor
“Changes in regulations or government policies, particularly as a result of increased governmental
intervention in the electricity market, could materially and adversely affect the Groups business” and section
“Regulatory matters — Energy Matters — The Energy Market in Romania — Impact of enactments
regarding measures applicable to final customers in the electricity and natural gas market on the electricity
production — GEO 153/2022 introducing mechanism of centralized acquisition of electricity (CEPM)”).
There are several rules for determining the total estimated available energy from which to extract the 80%
of such energy which is subject to the CEPM mechanism. These rules may prove from time to time to be
insufficient, deficient or open to conflicting controversia eigiations in the market by the regulators and
competent courts. OQ' K

respect to such contracts to be transferred mternally betwez the ompany’s production and supply lines of
business. There is no assurance that this approach will be authorized by ANRE in the future years.

Similarly, while it is clear that new contracts do not qualify for this exclusion, the legal provisions are not
clear as regards the extensions and prolongations of existing contracts and the Company’s interpretation on
this matter may differ from that of ANRE. Therefore, there is a risk that the Company is obliged to sell on
the CEPM a volume of energy higher than anticipated, which triggers a lower volume of energy available
for the Company to transfer from production to the supply business. The consequence of such decrease is
that the Company might not have sufficient energy to honor its supply commitments. Further the Company
may be required to purchase such energy from the CEPM at a price which is currently fixed at RON 450/
MWh or from the free market. In case the Company is required to such purchase of energy at a price
higher than the internal transfer price applied as at the date of this Prospectus, the margins obtained by the
Company could decrease significantly or even result in a loss. Any such adverse interpretation of the CEPM
legislation or any further change to such legislation could have a material and adverse effect on the margins
that the Company achieves and, accordingly, its results of operations.

Company’s title over certain real estate properties may be deemed uncertain
Ownership title certificates over certain real estate or constructions could be successfully challenged in court

The Company derives its ownership title over certain real estate assets as successors of National Electricity
Company S.A., its predecessor entity. Ownership over these land plots is evidenced by ownership certificates
issued pursuant to Law no. 15/1990 and GD no. 834/1991. Such certificates were issued by the public
institutions at the time involved in the Company’s predecessor’s business (including, for example, the
Ministry of Economy and Commerce (the “Ministry”)) following review of the relevant documentation by
an appointed commission. The commission is obliged to consider the legal regime of the titles over the land
plots in question (including, but not limited to, all relevant laws, orders, decisions, agreements, approvals),
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as well as the plans and schedules thereof, to determine, among others, the extent of the land plots to
coordinate the cadastral measurements, and to review the issue of ownership certificates.

Ownership certificates can be generally challenged and voided if it can be proven that either the company
seeking the issuance of an ownership certificate in its name did not require the land for which the
ownership certificate was issued in order to perform its activity or the commission establishes that the
company did not undertake all necessary verifications and obtain all mandatory documents and/or approvals
before the issuing of the ownership certificate in question. Even if an ownership certificate has been issued,
one cannot rule out the possibility that the Company may lose the respective land or, most likely, part of it,
following a final court decision in favour of a third party. Such party should claim the return of the
respective plot of land in his ownership based on the restitution set of laws, arguing that he is being a
person entitled to such restitution since the communist state took over the respective plot of land during the
period 1945-1990. In this respect, there are case law where courts asserted that a restitution claim (where
the court compares two titles) is still possible, as such claim is not subject to any statutes of limitation and
may thus be filed by the interested persons at any time.

Therefore, in addition to the risk of restitution litigations and overlapping litigations with neighboring
properties (see “Business — Legal proceedings — Real estate litigation™), there is also a risk for actions
being initiated for the annulment of such certificates. Although each restitution or overlapping litigation
against the Company individually may not have a significant impact on the Company’s overall property
ownership rights, the aggregate number of such litigations collectively or a litigation affecting a material
asset for the activity of the Company could have a material and adverse effect on the operations, financial
condition and prospects of the Company. Furthermore, the surface areas and the boundaries of the properties
owned by the Company, as registered with the land registry, are not always accurately recorded or cross-
checked against those of other registered properties. This makes the titles over such properties vuinerable to
claims with respect to the extent of their boundaries.

in Romania and the number of the
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1 Qrth@ _gehrally complex issue of real estate
Hat..shi ™ wik
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ownership rights in Romania, there can be no ass fFdrship rights of the Company over
certain real estate or constructions will not be sucd sﬁﬂp"@sljﬂxgeé in the future. In the event that a
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Several building permits for certain new HPPs have been challenged and/or cancelled in court due to
environmental issues

The Company experiences environmental related claims with respect to several HPDs (for more details
please see “Business — Legal Proceedings — Environmental Litigation”) for which building permits have
been issued, including Livezeni Bumbesti, Rastolita, Surduc-Siriu, Cometu Avrig, Belareca, Pascani pe Raul
Siret, Bistra — Poiana Marului HPDs.

While only for some of these, the Romanian courts issued final decisions cancelling the building permits
and/or backing environmental approval, such as in the case of Bumbesti-Livezeni HPD and Surduc-Siriu
HPD, this may happen also for other pending investments, which are subject to pending litigation and/or
administrative challenges, such as Rastolita HPD and Bistra-Poiana Marului-Ruieni-Poiana Rusca HPD, or
have not been challenged yet and for which the permitting procedure has been finalized or is pending.

The consequence of a final court decision ruling the cancellation of a building permit (for environmental
issues or for any other irregularities) is the potential demolition of the already performed constructions,
which may trigger significant costs to be incurred by the Company.

Ownership right of the Company over underground constructions may be challenged

Most of the HPPs have an underground component which is not registered with the relevant land registers.
Generally, the owner of the land is also deemed under the law as the legal owner of the underground
constructions of such land, based on the legal accession principle set out by the Romanian Civil Code.
However, there is a residual risk that hydrotechnical constructions of certain HPPs may extend under
neighboring lands belonging to third parties, and such third parties (under whose land the HPP or part
thereof is located) may claim ownership rights over the construction based on the accession principle.

Any or all of the above risks could have a material and adverse effect on the operations, financial condition
and prospects of the Company.
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The selection process for the Management Board has been challenged in court, and thus some actions of the
Company’s directors may be subject to challenge

The selection process of the members of the Company’s Management Board is set out in GEO 109/2011
and the Companies’ Law. This process includes several steps as further detailed under section “Management
— Main steps of the selection process of board members as set out by GEO 109/2011”.

The current Management Board was initially appointed in June 2019, with a mandate until 10 June 2023.
The process by which the Management Board was selected in 2019 was challenged by a former employee
and manager of the Company (the claimant). The claimant was nominated on the short list of candidates for
the position as a member of the Management Board but did not gather enough votes from the Supervisory
Board to be appointed for such position. The claimant alleged discrimination and lack of transparency of the
selection criteria, as well as a series of procedural breaches of the rules set out by GEO 109/2011 and
requested the court to cancel the 2019 selection process, to cancel the appointment of one of the members
of the Management Board, as well as to order the Company to organize a new selection process. On
12 April 2022, the Bucharest Tribunal ruled in favor of some but not all of the claims; it cancelled the
selection procedure and ordered the Company to initiate a new selection process, but did not cancel the
appointment of such member. The Company’s first appeal of the decision was rejected by the Bucharest
Court of Appeal on 1 March 2023. The Company has lodged a second appeal with the Supreme Court of
Justice of Romania (a hearing yet to be scheduled) and obtained the suspension of the effects of the
Bucharest Tribunal decision. The Supervisory Board re-appointed the members of the Management Board on
7 April 2023 for interim mandates of four months, as further detailed in the section “Management —
Management Board”.

The Bucharest Tribunal’s ruling, affirmed by the Bucharest Court of Appeal, covered the 2019 selection
process by which the Management Board was selected but did not directly challenge the decision of the
Supervisory Board by which the current members of the Management Board were appointed, nor any
decisions made by the selected Management Board or deed signed by the selected Management Board on
behalf of the Company. Nevertheless, an interested person (which could include the original claimant in the
court proceedings) could request a court to declare the 2019 appointment of the members of the
Management Board null and void since such appointment was based on a list of candidates that was
produced in a selection process that had been annulled in court. The Company has been advised by outside
legal counsel that, under the provisions of the PRA sies” Law and in line with the majority of the doctrine
and jurisprudence, decisions of a company *‘\,-

parties and only the general meetings of;3 h@ld ma‘ exercise such control; accordingly, the 2019
decision by the Company’s Supervisory [ int Hle current members of the Management Board
should not be impacted. However, a couffgma aerwif?

the acts concluded by the members of th%anagement Bdrd may be subject to uncertainty. It is possible
to argue that the deeds signed and actiong tke? \,by' e Management Board from the time of their
appointment until 1 March 2023 (being the date-when the decision of the Bucharest Tribunal became
enforceable) remain valid, primarily on the basis that both the Management Board and any third party were
acting in good faith since it was apparent that the Company was represented by duly appointed directors
with full powers of representation. However, there is likelihood that the deeds signed and actions taken by
the Management Board from 1 March 2023 until 7 April 2023, if not ratified, may be successfully
challenged in court by persons showing a relevant interest (for example contractual counterparties), on the
alleged ground that they have been approved by a body composed of members with invalid mandates and
executed by directors not representing the Company.

Were litigation to be initiated against the previous mandates of the current members of the Management
Board and found successful by court decision, and challenges be made against acts concluded by the
Management Board, especially against those concluded from 1 March 2023 to 7 April 2023, such acts could
be determined to be null and void. Were acts not to be approved and/or ratified by the GMS, the Company
could be liable for damages or required to unwind transactions and any such occurrences could materially
and adversely impact the Company and its reputation, business, financial position and operating results.

The Company was late with issuing invoices to supply customers and may continue to be late in issuing such
invoices and thus could face delays in collecting the outstanding revenues and be subject to regulatory
sanctions

The Company issued invoices to supply customers with delays that exceeded, in some cases, several months
or, in some cases, years, due to adjusting to changing regulatory landscape, implementing new billing IT
software for supply activity (see also “The migration of the Group’s legacy IT infrastructure to new
integrated IT systems may encounter difficulties and delays” above), shortage of personnel, as well as

36



dealing with a material increase in the number of new customers during a relatively short period of time.
These delays were also mentioned in the Court of Accounts reports of 2022. The Group’s unbilled revenues
included in trade receivables reached RON 2,044.7 million at 31 March 2023 (RON 1,116.0 million as at
31 December 2022, RON 540.5 million as at 31 December 2021, RON 264.8 million as at 31 December
2020).

The Company is seeking to improve issuing the outstanding invoices to its supply customers and expects
the receivables to come down in due course. Until then, the Company may not be able to collect all of the
outstanding revenues, as some of the customers have challenged in court the invoices issued with a delay or
some of the amount invoiced, and more customers may proceed to do so, which may delay the collection of
the funds, as such will only be due after the challenge is settled. In some cases the challenge could settle in
court and this will bring additional delays in collecting revenues, until the last instance court ruling on the
matter is final. This may take a longer period of time. Moreover, the Company may not be successful in
such a court proceeding which would mean that the Company would not collect the outstanding revenues
and would face the costs of the legal proceeding. Further, as it has issued invoices with a delay, the
Company has faced fines from ANRE of RON 3.2 million for the period between 1 January 2021 and
31 March 2023. The most recent fine from ANRE is dated March 2023 and amounts to RON 0.4 million.
The Company may face further higher fines from ANRE and other regulators, including tax and consumer
protection authorities, and fines and penalties for delayed payment of VAT, particularly as the number of
customers to whom the invoices have been issued with a delay is expected to increase. All these may have
a material adverse effect on the business, financial position and results of operations of the Group.

The Company has operated under a concession agreement which might not have been in force for 11 years

The Company is the beneficiary of the concession agreement no. 171 dated 27 December 2004 (the
“Concession Agreement”) for the operation of its hydropower plants, entered into between the Ministry of
Economy and Commerce, as entity granting the concession, and the Company, as beneficiary (for details on
the agreement please see “Business — Material Contracts — Concession Agreement”). Under the energy law

was published in the Official Gazette of Roma
execution; therefore there is a risk that the Cq
time. To the Company’s knowledge, concession\%

*: {Ponly, Gi‘l 30 April 2015 namely 11 years aﬁer its
@essmﬁ Agfe?meﬂ

limitation could be successfully used as a defense, e rights of the Company under the Concession
Agreement are challenged as having been exercised under an agreement which was not yet in force, this
may have a material adverse effect on the Group’s business, results of operations, financial condition or
prospects until such time as this publication was made.

The Group may be unable to detect or prevent ethical misconduct or breaches of applicable anticorruption and
sanctions law committed by its employees, counterparties or other third parties

The Group has implemented compliance policies and procedures and related leaming tools or tests with
respect to applicable anti-corruption, anti-money laundering and sanctions laws based on legislations
applicable in Romania (excluding other jurisdictions, such as United States), to ISO 37001 Anti-bribery
Management Systems and to OECD Good Practice Guidance on Internal Controls Ethics and Compliance.
Given the size of the Company and of the Group’s business, internal controls implemented in order to
prevent and identify violations of these policies and procedures may be circumvented by persons in the
position to execute assigned internal controls. There can be no assurance that the Group’s employees,
counterparties or other third parties involved in the Group’s activities will not violate its compliance policies
and procedures or any other applicable laws in the future which may involve the Group, and the Group
may not always be able to detect or prevent any such misconduct or breach of laws, including
anticorruption laws. For example, in the criminal litigation 49438/299/2022 the Company accused a former
employee representing the Company in the relation with banks of having falsified documents from
August 2013 to December 2014 to embezzle from the Company amount of approximately
RON 1.19 million.

Any such incidents of ethical misconduct or non-compliance with applicable laws may lead to material
losses suffered by the Group, may subject the Group to significant fines, may prevent the Group from
participating in certain projects or activities, may result in loss of trust in the Group by the general public
and/or contractual counterparties or may lead to other consequences, including, but not limited to, the
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termination of certain business functions or existing contracts, which may in turn lead to a material adverse
effect on the Group’s business, results of operations and financial condition.

The Company is subject to commitments proposed following an investigation by the Romanian Competition
Council

Following an investigation initiated in 2018 by the Romanian Competition Council (the “RCC”) with
respect to a possible abuse of dominant position by the Company on the electricity production and trading
market, the Company undertook to fulfil certain commitments in order to eliminate the anti-competitive
concerns raised by the regulator, rendering the said investigation closed.

The investigation focused on the possible abuse of dominant position of the Company, represented by
limiting the trading of electricity on the DAM by making sale offers at prices above the market level.
According to the RCC, the effects of this practice were seen both on the DAM, by closing the market at
prices higher than those that would have been obtained if more hydropower transactions had been carried
out, and on the balancing market, by increasing the imbalances and therefore the demand on this market,
where the prices recorded for transactions involving increased power are always significantly higher than
those recorded on the previous markets. The RCC found that the strategic bidding behavior adopted by the
Company was a behavior likely to lead to an artificial increase in the price of electricity to the disadvantage
of consumers in Romania.

Following the investigation, the Company accepted to undertake certain commitments concerning the way in
which it will trade the electricity both on the DAM and on the balancing market, presented in the form of a
package of behavioral measures aimed at increasing the quantities of electricity offered on the DAM and
preventing price increases on the DAM, as well as structural measures to separate, at organizational level,
the bidding activities on the DAM and the balancing m in order to avoid combining bidding strategies
on the two markets. The implementation of this set A¢GRaanare aimed to lead to direct and immediate
benefits for all participants in the electricity ma e mcludmg :«K), increase in the quantities traded by the
Company on the spot markets and to a decreas ntl@ s representing imbalances generated in
NES, which can affect consumers by raising the

R&g a make penodlc verifications, requesting
information and documents. In accordance with the ré€ competition laws, in case of closure of an
investigation following the acceptance of commitments, the RCC may, upon request or ex officio, reopen the
investigation procedure when: (i) there is a material change in any of the facts on which the decision was
based; (ii) the respective company acts contrary to the commitments given; or (iii) the decision was based
on incomplete, inaccurate or misleading information provided by the concerned parties.

Failure by the Company to comply with its commitments undertaken following the investigation initiated in
2018 by the RCC, may lead to fines imposed on the Company of up to 10% of the total turnover obtained
in the year preceding the sanction, which could have a material adverse effect on the Group’s business,
financial condition, results of operations, cash flows and prospects.

The legal regime in Romania continues to develop, which may create an uncertain environment for business
activity and investment

The uncertainties relating to the Romanian legal and judicial system could have a negative effect on the
economy and thus create an uncertain environment for investment and for business activity. Compared to
more developed jurisdictions, the court system is underfunded. The legal system of Romania has undergone
dramatic changes in recent years as a result of its European Union (“EU”) membership and generally being
aligned with countries with more developed legal jurisdictions. In many cases, the interpretation and
procedural safeguards of the new legal and regulatory systems are still being developed, which may result in
the promulgation of new laws, changes in existing laws, inconsistent application of existing laws and
regulations and uncertainty as to the application and effect of new laws and regulations. Generally, in civil
law jurisdictions such as Romania, judicial decisions have limited or no precedential effect and therefore
courts may not be bound by earlier court decisions taken in the same or similar circumstances, which can
result in inconsistent application of such countries’ legislations to resolve the same or similar disputes.
Additionally, in certain circumstances, it may not be possible to obtain the legal remedies provided for
under relevant laws and regulations in a reasonably timely manner or at all.

The credibility of the system may be put at risk by issues raised with respect to the integrity of public
servants and officials, as well as by high level corruption cases. Measures to mitigate such risks, such as the
ex-ante verification of conflicts of interest in the awarding process of public procurement contracts were
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implemented (such as improvements in court practice in terms of indictments and convictions of powerful
political figures, magistrates, and public figures).

A lack of legal certainty or the inability to obtain effective legal remedies in a reasonably timely manner, as
well as any of the above issues affecting the legal system of Romania, may have a material adverse effect
on the Group’s business, financial position, prospects and results of operations.

The Group is subject to various legal proceedings and there can be no assurance that any provisions created by
the Group in respect of such proceedings will be adequate to cover potential losses

In the ordinary course of its business, the Group has become subject to a number of legal, regulatory,
administrative and arbitration proceedings. For an overview, please see “Business—Legal Proceedings”. The
number and materiality of such proceedings may be exacerbated by the future expected growth of the
Group’s operational portfolio.

The results of legal, administrative and regulatory proceedings cannot be predicted with certainty. Even if
such proceedings are ultimately resolved in the Group’s favor, they may divert a significant amount of the
Group’s resources and employees’ time or result in negative publicity, to the detriment of the Group/s
business and reputation. In addition to the potential financial exposure that the Group may face in relation
to such proceedings, any litigation, whether or not successful, could materially affect the Group’s reputation
in the market or relationships with its customers or suppliers, and the proceedings or settlements in relation
to litigation may involve internal and external costs, which may, even in the case of the successful
completion of a relevant proceeding, not be fully reimbursable, divert senior management’s time or use other
resources which would otherwise be utilized elsewhere in the Group’s business. Each of these additional
consequences of litigation could have a material adverse effect on the Group’s business, financial condition,
results of operations, cash flows and prospects.

The Group’s Audited Consolidated Financial Statements show provisions created in relation to certain
specific proceedings and the Group also records provisions relating to various other risks and charges,
primarily in connection with regulatory disputes and disputes with local authorities. As of 31 December
2022, the provisions for litigations amounted to RON 120.4 millio represents the estimate of the
amounts that would need to be paid to third parties in the ey, Ofhat the jroup loses the court cases.
However, the Group cannot give any assurance that such prov' ons 01 ﬁ.mxre 61;1 s, where created, will be
adequate to cover all amounts payable in connection with a suﬁ’h procee.dmgs The Group’s failure to
quantify sufficient provisions or to assess the likely outcome%faity: . p:oceedm could have a material
adverse effect on the Group’s business, financial condition, resullg of operéfrdﬁ's 35h flows and prospects.

Failure to comply with health and safety legislation could adversely aﬁ? Group

The Group, and in particular its large workforce, undertakes activities which are subject to complex and
detailed health and safety regulations and enforcement by national authorities, as well as internal Group
extensive procedures. Nonetheless, the natures of business that the Group operates in, including water and
power generation, involve a high degree of potential operational risks, including electrocutions, drowning,
fires, explosions, mechanical failures, fall from heights, weather-related incidents, transportation or logistical
incidents and damage to equipment. The risks tend to be higher at branch level, where the level of safety
induction and other health and safety requirements can be variable and not always at high standards. There
were several work-related accidents for the Group in the last three years, out of which one accident for
Hidroserv resulting in one employee’s death in 2020. Moreover, in some of the branches, the employees are
exposed to high noise. The Group has to comply with statutory requirements to evaluate occupational noise
exposure (Government Decision 493/2006) and to include mitigating measures.

The failure to maintain and implement effective health and safety management and governance could
generate significant costs as a result of injury to people, work-related sicknesses and health issues, and
potential disruption of service to the Group’s customers. It can also lead to claims for employee and third-
party compensations and fines or other sanctions for breaches of statutory requirements. Criminal sanctions
could be initiated against the Group, its directors and employees, all of which could cause the Group
reputational damage. At the same time, the occurrence of poor well-being amongst the Group’s workforce
caused by improper health and safety management could lead to increased absence and reduced performance
levels, which, in turn, could affect the Group’s results of operations.

The Group may be exposed to personal data leakages and breaches

The Group collects, stores, and uses commercial or personal data related to customers or employees and
contractual partners representatives that are under contractual, national and European legal protection. While
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the Group seeks to apply cautionary measures with the view to protecting customers’ and employees’ data
in line with the applicable legal requirements, potential information leakages, breaches or other infringements
of the personal data protection legislation may occur in the future or may have already occurred.

The Group has implemented a series of technical and organizational measures to ensure that data is securely
processed. However, the risk of security breaches cannot be completely eliminated.

For example, at the level of Hidroelectrica, given the scale of the processing activities, possible breaches of
the principles of personal data processing, such as the lawfulness, fairness and transparency principle of data
processing cannot be ruled out, (such as, non-compliance with the conditions for the processing of personal
data based on legitimate interest or non-compliance with the conditions related to the transparency of
processing activities).

At the same time, at the Hidroserv level, situations cannot be excluded that could lead to: (i) possible
breaches of the lawfulness, fairness and transparency principle of data processing (such as: non-compliance
with the conditions for the processing of personal data on the basis of legitimate interest; non-compliance
with the conditions related to the transparency of processing activities; incomplete policy of responding to
requests from data subjects); (ii) possible breaches of the processing principle regarding the periods and
storage limitations of personal data (incomplete personal data storage policy); (iii) possible breaches of the
processing principle concerning the integrity and confidentiality of personal data (in particular, but not
limited to: non-implementation of appropriate technical or organizational measures to ensure protection
against unauthorized or illegal processing and against accidental loss, destruction or damage of data).

The Regulation (EU) 2016/679 of the European Parliament and of the Council on the protection of natural
persons with regard to the processing of personal data and on the free movement of such data (the
“GDPR”) does not specifically state which technical and organizational measures should be put in place by
a controller, but it sets a relatively high standard for security measures, which should be designed and
implemented in order to avoid personal data breaches. The GDPR states that a controller can be subject to a
fine not only for the existence of a data breach, but also for breaching its obligation to implement

appropriate measures in relation to handling the prive

Q
Breaches of data protection legislation in any of/tfie 9{0{11_{)} anfng \ may trigger fines upon the entire Group
(which may be up to 4% of the annual worldw & qg:nqwag g;Pthe“é roup or EUR 20 million (approximately
RON 99.2 million) whichever is higher), inde lﬁ?{&!m pjars,_r. rosecution of employees and managers,
damages to reputation and customer churn, a po ehtial Jplaterial adverse effect on the business,

prospects, results of operations and the financial pagitipn of the, Gfoup.
Y ,-,ﬂﬁ\""‘.?‘

The PPAs entered into by the Company may expose it to certain commercial risks such as price fluctuation,
default and credit risk

The Company concluded a power purchase agreement (“PPA”) dated 30 September 2022 and valid until
31 August 2023, through which it purchases from Nuclearelectrica the required amounts of electricity. In the
current regulatory context, the conclusion of PPAs is limited until 31 March 2025 (the last day that CEPM
is effective — for more details, please see “Changes in regulations or government policies, including by way
of an increased governmental intervention as regards prices on the electricity market, could significantly
affect the Group’s business”). After this date, the Company may purchase or sell electricity through PPAs.

Usually, under such PPAs, the companies sell electricity generated from their projects at a pre-determined
price. Accordingly, if such PPA is concluded by the Company and there is an industry-wide increase in
prices, the Company may not be able to renegotiate the terms of the PPAs to take advantage of the
increased prices.

In the event the Company defaults in fulfilling its obligations under its PPAs, such as failing to supply the
minimum amount of electricity specified in any PPAs, the Company may be liable for penalties, and in
certain specified events, customers may decide to terminate such PPAs. Further, any failure to supply
electricity from the scheduled commissioning date may result in a requirement to pay liquidated damages.
The termination of a significant PPA may have a material adverse effect on the Group’s business, financial
condition, results of operations, and prospects.

The financial performance under PPAs is dependent on the credit quality of, and continued performance of,
contractual obligations by the Company’s counterparties. PPA counterparties may purchase less than the
maximum amounts of energy committed with the Company, which may affect the Group’s expectations and
may trigger an event of default. Further, the failure of PPA counterparties to fulfill their contractual
obligations to the Company, whether due to insolvency or otherwise, could have a material adverse effect on
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the Group’s business, financial condition, results of operations and prospects. Counterparty credit risk can
increase when global or regional economies are experiencing periods of volatility.

Any of the above factors could have a material adverse effect on the Group’s business, financial condition,
results of operations and prospects.

Macroeconomic and Geopolitical Risks impacting the Group

Hostilities with neighboring countries and civil unrest in Ukraine or other Eastern European states may
adversely affect the economy of Romania

Some Eastern European countries have from time-to-time experienced instances of hostilities with
neighboring countries (such as the military conflict in Ukraine and hostilities with Russia in recent years).
Political and military instability in the region, determined by the invasion of Ukraine by Russia in
February 2022, preceded by the loss of control of the Crimean Peninsula to Russia and the conflict in
Eastern Ukraine with pro-Russian separatists in 2014, as well as international sanctions imposed on Russia
as a result of these events, may lead to deeply unfavorable economic conditions, social unrest or widespread
military confrontation in the region or elsewhere. The effects are largely unpredictable and may include a
significant and adverse effect on Romania’s economic and financial stability either directly or indirectly.
Effects of a military conflict are extremely unpredictable and may have extreme material adverse effects on
the Group’s operations, on the entire economies of Romania or on Europe as a whole, and may include
significant increases in energy prices, drop in investments caused by uncertainty, further economic sanctions
which may negatively affect the economies of the Group’s operation, significant currency fluctuations,
trading and capital flows.

Additional political conflicts, mutual or unilateral embargoes and bans, military activity, separatist activities
or terrorist attacks in the future could further influence the economies of Eastern European countries by
disrupting communications, making travels more difficult and deterring inwards investment. Such political
tensions could create a greater perception that investments in companies in the Eastern European region
involve a higher degree of risk. These and other unforeseen adverse effects of the crisis situations in the
region could have significant negative consequences for the G iness, prospects, results of operations
and financial position.

The Group is dependent on economic, demographic an Etarket devpl&pmen s in Romania
Q

The Group operates in Romania and as a result ma ,,bé.ﬁngaQQd,- by vents or market developments
occurring in the country or its neighbor. Variations in t é Romanian egppomic activity, in particular those
with impact on the energy sector, such as government po’ 0L puBI;e/ spending decision, may affect the
Group’s operations and revenues. Increasing sovereign debt and/or fiscal deficits, or stagnating/decreasing
Gross Domestic Product (the “GDP”) levels in Romania, may cause sovereign credit ratings downgrades or
sovereign defaults, indirectly affecting the ability of the Group or of its customers or counterparties to meet
their payment obligations or collect on their payables, potentially affecting the Group’s financial position.
Furthermore, matters affecting the European Union, such as immigration generally as well as events such as
the UK’s exit from the European Union (where many Eastern European citizens are currently employed), or
the exit of another member state from the EU, have triggered and may in the future trigger an increase in
unemployment rates or may affect buying power in the Eastern Europe region, including Romania, indirectly
affecting the energy sector in Romania.

Factors affecting the global economy, such as the COVID-19 pandemic, which resulted in increased
budgetary spending, inflation, and rises in interest rates and commodity prices, have affected in the past and
may materially affect in the future the prospects for economic output and labor markets of Romania, energy
demand and energy and commodity prices, as well as access to financing. Without ongoing support from
Government in Romania, unemployment rates may rise, businesses may face payment defaults and
insolvencies, and economies could face prolonged slow-downs and declines, potentially affecting demand for
the Group’s services.

The deterioration of economic conditions in Romania or globally, resulting in an increase in unemployment
or a decline in real income, or otherwise affecting the energy markets, could adversely affect the financial
position of the Group’s customers and other counterparties and their ability to meet their contractual
obligations towards the Group. These developments in turn could have a material adverse impact on the
Group’s business, results of operations, financial position and prospects.
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Countries in Eastern Europe are subject to greater risks than more developed markets with potential adverse
effects from legal, economic, fiscal and political developments

Investors in emerging and frontier markets, such as Romania, should be aware that these markets are subject
to greater legal, economic, fiscal and political risks than mature markets and are subject to rapid and
sometimes unpredictable changes. In general, investing in the securities of issuers with substantial operations
in emerging or frontier markets, such as the Eastern Europe region, involves a higher degree of risk than
investing in the securities of issuers with substantial operations in the countries of Western Europe or other
similar jurisdictions. Changes in economic and political situations in one emerging or frontier market
country may have a negative or consequential impact on the economic and political situation in other
emerging or frontier market countries. For example, changes to the Romanian fiscal and economic policies
may impact the Group’s ability to maintain long-term business plans including as a result of government
emergency ordinances affecting the energy sector, as well as causing temporary reduction in foreign direct
investment. As in the past, the volatility of financial markets leads to an increase in perceived risks
associated with investments in emerging economies and, therefore, could reduce foreign investment in
Romania. In this case, the Romanian economy could face serious liquidity problems, which could lead,
among other things, to increased tax rates or the imposition of new taxes and duties, with a negative impact
on activity, operating results and the financial situation of the Group.

The Group’s operations are exposed to risks which are common to all regions that have recently undergone,
or are undergoing political, economic and social change, including currency fluctuations, an evolving
regulatory environment, inflation, economic downturns, local market disruptions, labor unrest, changes in
disposable income or gross national product, variations in interest rates and taxation policies, capital flight,
actual and perceived corruption, and other similar factors. Political or economic instability resulting from the
occurrence of any of these risks may adversely affect the energy market in the Eastern Europe region. Such
events could reduce the Group’s income, which could have a material adverse effect on the Group’s
business, financial position, prospects and results of operations.

Risks relating to the Offer Shares

There is currently no trading market for the Shares and an active trading market for the Shares may not
develop or may not be sustainable

Prior to the Offering, there has been no trading mar!
minimum 25% free float for the purpose of the

approves, as per such provisions, the Admission gf tl;l?: _stfnajg_eé issudd by the Company, if the Shares
ultimately sold in the Offering account for materiall ﬂ'ggﬁtﬁhﬂ 19'.521"(/4_;%(? f the Company’s share capital.
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If Admission is approved, there can be no assurance thitgn active-tfading market for the Offer Shares will
develop or be sustained after the Offering, or that the price ‘at which the Offer Shares will trade in the
public markets subsequent to the Offering will not be lower than the Final Offer Price. The Managers are
not obliged to make a market in the Shares. If no active trading market develops for the Shares, investors
may experience difficulty in selling the Offer Shares.

Price volatility of the Shares and liquidity may affect the performance of investments in the Group

The share price of listed companies can be highly volatile and their shares may have limited liquidity. An
active trading market for the Shares may not develop and the trading price for the Shares may fluctuate
significantly. Investors may be unable to recover their original investment.

The market price of the Shares may, in addition to being affected by the Group’s actual or forecast
operating results, fluctuate significantly as a result of factors beyond the Group’s control, including, among
others: (i) the results of its operations and its financial results or those of other companies in the industries
in which it operates; (ii) changes in securities analysts’ recommendations or estimates of earnings or
financial performance of the Group or the industry, or the failure to meet expectations of securities analysts;
(iii) fluctuations in market prices and volumes, and general market volatility; (iv) announcements by the
Group, or its customers, suppliers or competitors; (v) changes in laws, rules and regulations applicable to
the Group, its operations and the operations in which the Group has interests, and involvement in litigation;
and (vi) general economic and political conditions, in Romania and globally.

Equity market conditions are also affected by many factors, such as the general economic, political or
regulatory outlook, movements in or the outlook for interest rates and inflation rates, exchange rate
fluctuations, commodity prices, changes in investor sentiment towards particular market sectors and the
demand for and supply of capital. Trading in the Shares by other investors, such as large purchases or sales
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of Shares, may also affect the price of the Shares. Accordingly, the market price of the Shares may not
reflect the underlying value of the Group’s investments and the price at which investors may dispose of
their Shares at any point in time may be influenced by a number of factors, only some of which may
pertain to the Group while others may be outside the Group’s control. Investors should not expect that they
will necessarily be able to realize, within a period that they would regard as reasonable, their investment in
the Shares. The Group’s results and prospects from time to time may be below the expectations of market
analysts and investors which would likely adversely affect the trading price of the Shares.

Future sales, or the real or perceived possibility of sales, of a significant number of Shares in the public markets
could adversely affect the prevailing trading price of the Shares

Following the Offering, the Romanian State will continue to own 80.06% of the Company’s issued share
capital. Following the expiry of the applicable lock-up period, or earlier in the event of a waiver by the
Managers of the provisions of the lock-up, the Romanian State may sell Shares in the public or private
market, and the Company may undertake a public or private offering of Shares. Similarly, following the
expiry of the applicable lock-up period or earlier in the event of a waiver by the Managers of the
provisions of the lock-up, the Selling Shareholder may sell any Shares left in its portfolio after the Offering
by public offering or private placement. The Company cannot predict the effect, if any, that future sales of
Shares, or the availability of Shares for future sale, will have on the market price of the Shares, but the
availability of Shares that are eligible for public sale could adversely affect the trading price of the Shares.

If the Romanian State or the Selling Shareholder were to sell, or the Company were to issue and sell, a
substantial number of Shares in the public market, the market price of the Shares could be adversely
affected. Sales by a shareholder of the Company could also make it more difficult for the Company to sell
Shares in the future at a time and price that it deems appropriate. The sale of a significant number of
Shares in the public market, or the perception that such sales may occur, could materially affect the market
price of the Shares.

may incur additional costs

Following the Admission of the Shares to trading on the xchange, the Company is
required to maintain effective intemal controls and to compl ancial and other reporting
obligations, such as preparing financial statements and other r¢forts under d'xf continuing obligations rules of
the Bucharest Stock Exchange S.A. (the “Bucharest Std¢k Excha gt” ‘or “BSE”) and the FSA,
respectively. The Company’s ability to report in a timely m %gqsliires" to have in place effective
internal reporting controls and procedures. The Company’s manageieit-has"no experience in managing and
operating a listed company which must comply with continuing reporting and disclosure obligations. Any
failure to comply or adequately comply with the continuing reporting and disclosure obligations could
subject the Company to fines or other regulatory sanctions, which may materially adversely affect the
business, results of operations and financial position of the Group.

The Company may also incur significant costs to ensure compliance with Romanian corporate governance,
transparency obligations and accounting requirements. Moreover, the Company may not be able to meet
entirely or in a timely manner the filing and reporting requirements imposed by the FSA and the BSE,
which might trigger a decline in the trading price of the Shares.

The Shares may be suspended or excluded from trading on the Bucharest Stock Exchange

The FSA is authorized to suspend from trading or, where the Shares are intended to be traded, to request
the regulated market to suspend these from trading if the situation of the relevant issuer is such that the
continuation of trading would affect investors’ interests. The FSA is authorized to request the BSE to
suspend the trading of securities of an issuer, based on the measures taken against market manipulation and
transactions carried out based on inside information. The BSE must suspend trading in securities that do not
meet the requirements of the regulated market, unless such action could materially adversely affect investors’
interests or the proper functioning of the market. The operator of a regulated market is also entitled to
suspend from trading shares in other circumstances in accordance with its regulations. Any suspension could
affect the trading terms of the Shares.

Further, if the Company fails to fulfil certain requirements or obligations under the laws and regulations
applicable to companies the shares of which are listed on the BSE, or if the orderly stock exchange trading,
the safety of trading thereon or investors’ interests are endangered, the Shares can, subject to certain
conditions being fulfilled, be excluded from trading on the BSE. There can be no assurance that such event
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will not occur in relation to the Shares. All these risks would, if they materialize, have a material adverse
effect on the price of the Shares and on the ability of the investors to sell their Shares on the BSE.

The Company’s GMS might decide not to distribute dividends in the future

The distribution of dividends, if any, by the Company to its shareholders will depend on (in addition to
applicable regulatory requirements), among other things, the Company’s future profits, financial position and
capital requirements, the sufficiency of the Company’s distributable reserves, other legal and contractual
restrictions, credit terms, general economic conditions and other factors that the directors and/or shareholders
deem to be important from time to time. The Company’s shareholders may decide not to distribute
dividends in the future, with the exception of the payout ratio derived from law (for more details, see
“Dividend Policy”), and foreign shareholders may be subject to limitations or delays in repatriating their
earnings from distributions made on the Shares.

Share capital increases resulting from Romanian State-owned land contributions may result in dilution of
shareholders

Under Romanian legislation, the share capital of the Company shall be automatically increased by operation
of law with the value of the relevant plots of land for which the Company obtains ownership certificates
after the Offering or, for which it obtained the certificates before the Offering, but for which it has not yet
increased its share capital. The Company benefits of 752 ownership certificates corresponding to a total area
of approximately 2520 hectares, representing approximately 96.1% of the total lands occupied by the
Company’s hydropower developments. These include 14 ownership certificates corresponding to a total area
of 16.96 hectares issued on 9 May 2023 for which a share capital increase needs to occur in the future.

Such capital increases will be deemed as in-kind contributions from the Romanian State, and newly issued
shares in the Company will be allotted to the Rom, "3\46; represented by the Ministry of Energy. The
rest of the shareholders in Hidroelectrica will hay, ‘\fpreferential right to purchase a number of shares that
would allow them to maintain their initial shareh ing—‘qu’bta. Howeyer, if such shareholders do not exercise
their preferential rights, they will be diluted Vghich may  result7in a decrease of value of the initial
investment. o APRLL T 5

Holders of Shares may be impacted by foreign curre sk ™

The price of Shares on the BSE market and any potential dividends that the Company may distribute are
denominated in RON. Investments by investors that use as reference currency another currency than RON
are subject to foreign currency risk. Any depreciation of the RON in relation to such currencies will reduce
the value of the investment in Shares or of any potential dividends distributed by the Company.

The rights of shareholders in the United States and other jurisdictions may be limited

The Company is a joint stock company organized and existing under the laws of Romania. The rights of its
shareholders are governed by Romanian law and by its Articles of Association as currently in force (the
“Articles of Association”), and the New Articles of Association that applies as of Admission (the “New
Articles of Association”), as described in “Description of share capital and corporate structure”. Romanian
corporate law provides for pre-emption rights to be granted to sharcholders in the event of a share capital
increase in the Company under certain circumstances. However, securities laws of certain jurisdictions may
restrict the Company’s ability to allow participation by shareholders in future equity offerings. In particular,
shareholders in the United States may not be entitled to exercise these rights, unless either the shares and
any other securities that are offered and sold are registered under the Securities Act, or the shares and such
other securities are offered pursuant to an exemption from, or in a transaction not subject to, the registration
requirements of the Securities Act. The Company cannot assure prospective investors that any exemption
from such overseas securities law requirements would be available to enable shareholders in the United
States or other jurisdictions to exercise their pre-emption rights or, if available, that the Company will utilize
any such exemption.



IMPORTANT INFORMATION ABOUT THIS PROSPECTUS

This document is a prospectus for the purposes of the Prospectus Regulation.

The Offering does not constitute an offer to sell, or solicitation of an offer to buy, securities in any
jurisdiction in which such offer or solicitation would be unlawful. The Offer Shares have not been and will
not be registered under the Securities Act or with any securities regulatory authority of any state or other
jurisdiction of the United States and may not be offered or sold within the United States, except to persons
reasonably believed to be QIBs as defined in Rule 144A under the Securities Act or outside the United
States, except in offshore transactions in reliance on Regulation S under the Securities Act (“Regulation S”).
Prospective purchasers are hereby notified that sellers of the Offer Shares may be relying on the exemption
from the provisions of Section 5 of the Securities Act provided by Rule 144A. The Company and, as
applicable, the Selling Shareholder (exclusively for the information about itself) accept responsibility for the
information contained in this Prospectus. To the best of the knowledge of the Company and (exclusively for
the information about itself) the Selling Shareholder, this Prospectus contains all of the information with
respect to the Group and the Offer Shares that is material in the context of the Offering, and the
information contained in this Prospectus is in accordance with the facts and does not omit anything likely to
affect the import of such information. The opinions, assumptions, intentions, projections and forecasts
expressed in this Prospectus with regard to the Company are honestly held by the Company, have been
reached after considering all relevant circumstances and are based on reasonable assumptions. Certain
information in this Prospectus has been extracted from public sources including independent industry
publications, research and internal estimates, as well as other public information and the Group has not
independently verified the accuracy of such information and data and accept no responsibility in respect
thereof.

The Managers and their affiliates do not accept any responsibility whatsoever for the contents of this
Prospectus, including its accuracy, completeness and verification, or for any other statement made or
purported to be made by them or on their behalf in connection with the Company, the Selling Shareholder,
the Offer Shares or the Offering. The Managers and their affiliates G ingly disclaim, to the fullest extent
permitted by applicable law, all and any liability whether arj in tort ‘oricontract or which they might
otherwise have in respect of this Prospectus or any such stat

£, =
No person is authorized to give any information or to mjgke any_ representaion in connection with the
Group, the Offering or sale of the Offer Shares other than ontained ini this/Prospectus, and, if given or
made, such information or representation must not be religd upon as ha¥ing been authorized by the
Company, the Selling Shareholder or the Managers or the c';gs_ufﬂ‘ﬂiates. If anyone provides any
investor with different or inconsistent information, such investor should not rely on it.

This Prospectus is being provided by the Company and the Selling Shareholder for the purpose of enabling
a prospective investor to consider subscribing for and purchasing the Offer Shares. This Prospectus is not
intended to provide the basis of any credit or other evaluation and should not be considered as a
recommendation by the Company, the Selling Shareholder, or the Managers that any recipient of this
Prospectus should subscribe for or purchase the Offer Shares. No representation or warranty, express or
implied, is made by the Managers or the Managers’ affiliates or advisors as to the accuracy, completeness or
verification of any information contained in this Prospectus or the corporate, financial or commercial
standing of the Group, and nothing contained in this Prospectus is, or shall be relied upon as, a promise or
representation by the Managers as to the past or the future. Any reproduction or distribution of this
Prospectus, in whole or in part, any disclosure of its contents, except to the extent that such contents are
otherwise publicly available, and any use of any information herein for any purpose other than considering
an investment in the Offer Shares, is prohibited. Each prospective investor, by accepting delivery of this
Prospectus, agrees to the foregoing.

Each potential purchaser of the Offer Shares should determine for itself the relevance of the information
contained in this Prospectus, and its subscription for or purchase of the Offer Shares should be based upon
such investigation, as it deems necessary, including its own examination, analysis and enquiry and the terms
of the Offering, the legal basis and consequences of the Offering and possible tax consequences that may
apply, as well as the assessment of risks involved and its own determination of the suitability of any such
investment, with particular reference to its own investment objectives and experience and any other factors
that may be relevant to such investor in connection with the purchase of the Offer Shares.

Without prejudice to any obligation of the Company (in relation to which the Managers and their affiliates
undertake no responsibility whatsoever) to publish a supplementary prospectus pursuant to the Law 24/2017,
the FSA Regulation no. 5/2018 and the Prospectus Regulation, neither the delivery of this Prospectus nor
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any purchase made in connection therewith shall, under any circumstances, create any implication that there
has been no change in the affairs of the Company or the Group taken as a whole since, or that information
contained herein is correct as at any time subsequent to, the date of this Prospectus.

Prospective investors should not consider any information in this Prospectus to be investment, legal or tax
advice. Each prospective investor should consult its own legal counsel, financial adviser, accountant and
other advisors for legal, tax, business, financial and related advice regarding subscribing for or purchasing
the Offer Shares. None of the Company, the Selling Shareholder or the Managers or their respective
affiliates or representatives makes any representation to any offeree or purchaser of the Offer Shares
regarding the legality of an investment in the Offer Shares by such offeree or purchaser under appropriate
investment or similar laws. Any person who decides to purchase the Offer Shares is required to know and
comply with the restrictions and limitations of the Offering herein. By purchasing the Offer Shares, investors
assume any liability arising in the event that such purchase is deemed unlawful under their country of
residence.

The Company did not and does not consent to the use of the Prospectus for subsequent resale or final
placement of the Shares by financial intermediaries or by any other third party.

The Managers are acting exclusively for the Company and the Selling Shareholder and no one else in
connection with the Offering. They will not regard any other person (whether or not a recipient of this
document) as their respective clients in relation to the Offering and will not be responsible to anyone other
than the Company and the Selling Shareholder for providing the protections afforded to their respective
clients nor for giving advice in relation to the Offering or any transaction or arrangement referred to herein.

The Company, the Selling Shareholder and the Managers shall have no liability for the non-execution of
sales of the Offer Shares in accordance with this Prospectus in case of force majeure (including, without
limitation, natural disasters, wars, riots, fires, strikes or other events that may limit the functioning of capital
market institutions).

Information on the Group’s websites (https://www.hidroelectrica.ro/ and http://hidroserv.ro/), any other
website mentioned in this Prospectus or any website directly or indirectly linked to the Group’s websites is
not incorporated by reference into this Prospectus and any decision to subscribe for or purchase the Shares
should not be made in reliance on such information. The information on such websites has not been
scrutinized or approved by the Company, the Selling Shareho nagers or the FSA.

This Prospectus and its posting on the internet does not cgpstitute an Qifér sell, or a solicitation by or on
behalf of the Company, the Selling Shareholder or the @a&grs io‘;yanju perspn to subscribe for or purchase
any of the Offer Shares in any jurisdiction where it is y&lawful for such pgrson to make such an offer or
solicitation. The distribution of this Prospectus and the O 'ﬁ\gdméy BeTre§ cted by law (including by way
of required or necessary authorization, approval or notifica{ign) in certain jurisdictions. No action has been
or will be taken by the Company, the Selling Shareholder, th fiapers or their affiliates that would permit,
otherwise than in Romania under the Offering, an offer of the Offer Shares, or possession, issue or
distribution of this Prospectus or any other offering material or application form relating to the Shares in
any jurisdiction where action for that purpose is required. Accordingly, neither this Prospectus nor any
advertisement nor any other offering material may be distributed or published, or used for, or in connection
with, any offer to, or solicitation by, anyone in any jurisdiction except under circumstances that will result
in compliance with any applicable laws and regulations. Persons into whose possession this Prospectus
comes should inform themselves about and observe any such restrictions. Any failure to comply with these
restrictions may constitute a violation of the securities laws of any such jurisdiction. Further information
with regard to restrictions on offers and sales of the Offer Shares is set forth below and under “Selling and
Transfer Restrictions”. None of the Company, the Selling Shareholder or the Managers is making an offer to
sell the Offer Shares or a solicitation of an offer to buy any of the Offer Shares to any person in any
jurisdiction except where such an offer or solicitation is permitted.

In connection with the Offering, the Stabilisation Agent (acting directly or through Banca Comerciala
Romana S.A.) on behalf of the Stabilisation Manager may (but will be under no obligation to), to the extent
permitted by applicable law, over-allot Offer Shares or effect other stabilising transactions with a view to
supporting the market price of the Offer Shares at a higher level than that which might otherwise prevail in
the open market. The Stabilisation Manager is not required to enter into such transactions and such
transactions may be effected on the Bucharest Stock Exchange and may be undertaken at any time during
the period commencing on the date of the commencement of trading of the Offer Shares on the Regulated
Spot Market of the Bucharest Stock Exchange and ending no later than 30 calendar days thereafter.
However, there will be no obligation on the Stabilisation Manager or any of its agents to effect stabilizing
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transactions and there is no assurance that stabilising transactions will be undertaken. In no event will
measures be taken to stabilise the market price of the Offer Shares above the Final Offer Price. Such
stabilisation, if commenced, may be discontinued at any time without prior notice. Except as required by
law or regulation, neither the Stabilisation Manager nor any of its agents intends to disclose the extent of
any over-allotments made and/or stabilising transactions conducted in relation to the Offering.

In connection with the Offering, the Stabilisation Agent may, for stabilisation purposes, over-allot Shares up
to a maximum of 15% of the total number of Offer Shares comprised in the Offering. For the purposes of
allowing the Stabilisation Agent to cover short positions resulting from any such over-allotments and/or from
sales of Offer Shares effected by it during the stabilising period, it is expected that the Selling Shareholder
will grant the Managers the Over-allotment Option, pursuant to which the Managers may procure purchasers
for the Over-allotment Shares at the Final Offer Price. The Over-allotment Option will be exercisable in
whole or in part, upon notice by the Stabilisation Agent, at any time on or before the 30th calendar day
after the commencement of trading of the Offer Shares on the Regulated Spot Market of the Bucharest
Stock Exchange. Any Overallotment Shares made available pursuant to the Over-allotment Option will rank
pari passu in all respects with the Offer Shares, including for all dividends and other distributions declared,
made or paid on the Offer Shares, will be purchased on the same terms and conditions as the Offer Shares
being and will form a single class for all purposes with the other Offer Shares.

This Prospectus will be available in electronic format on the website of the Bucharest Stock Exchange at
www.bvb.ro, on the website of the Company at www.hidroelectrica.ro, on the website of the Selling
Shareholder, at www.fondulproprietatea.ro, on the website of BT Capital Partners S.A. at
www.btcapitalpartners.ro, on the website of Banca Comerciala Romana S.A., at www.bcr.ro, and on the
website of SWISS CAPITAL S.A., at www.swisscapital.ro. Hard copies thereof will be provided free of
charge upon request during normal business hours at the headquarters of the Company. Pricing information
and other related disclosures are expected to be also published on these websites. The information set forth
in this Prospectus is only accurate as of the date on the front cover of this Prospectus. The Company’s and
the Group’s business and financial condition may have changed since that date.

This Prospectus does not contain any information incorporated therein by reference to information contained
in other publicly available documents or sources, regardless of the form in which they have been made
available or recorded.

will be registered under the Securities Act or with any securt ‘55 regulatory, ,’auth rity of any state or other
Jurisdiction in the United States, and, subject to certain exceptighs, may not be/ offered or sold within the
United States except pursuant to an exemption from, or a Saction, nbt” subject to, the registration
requirements of the Securities Act. In connection with the Offering, information concerning the Offering will
be provided only to: (i) certain investors acquiring the Offer Shares in offshore transactions (as defined in
Regulation S); and (ii) QIBs as defined under and in accordance with Rule 144A. In addition, until 40 days
after the commencement of the Offering, any offer or sale of the Offer Shares within the United States by
any dealer (whether or not participating in the Offering) may violate the registration requirements of the
Securities Act if such offer or sale is made otherwise than in reliance on Rule 144A.

NEITHER THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION (THE “SEC”)
NOR ANY STATE SECURITIES COMMISSION NOR ANY NON-U.S. SECURITIES AUTHORITY
EXCEPT THE FSA HAS APPROVED OR DISAPPROVED OF THE SHARES OR DETERMINED
THAT THIS PROSPECTUS IS ACCURATE OR COMPLETE. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

The Company has agreed that, for so long as any Offer Shares are “restricted securities” within the meaning
of Rule 144(a)(3) under the Securities Act, it will, during any period in which it is neither subject to and in
compliance with Section 13 or 15(d) of the United States Securities Exchange Act of 1934, as amended (the
“Exchange Act”), nor exempt from reporting pursuant to Rule 12g3-2(b) thereunder, furnish upon request to
any holder or beneficial owner of Shares, or any prospective purchaser designated by any such holder or
beneficial owner, the information specified in, and meeting the requirements of, Rule 144A(d)(4) under the
Securities Act.
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NOTICE TO INVESTORS IN THE EEA

No offer of the Offer Shares to the public is being made in any member state of the European Union
(“Member State”) other than Romania. However, the Managers may decide to promote the Offering in
another Member State under certain exemptions from the obligation to prepare a prospectus under the
Prospectus Regulation, provided that any such offering of the Offer Shares will not result in a requirement
to publish the Prospectus by the Company, the Selling Shareholder or the Managers under Article 3 of the
Prospectus Regulation.

In relation to each member state of the European Economic Area (other than Romania) (each, a “Relevant
State”), there will be no offer of the Offer Shares to the public in that Relevant State other than:

° to a legal entity that is a “qualified investor” as defined in the Prospectus Regulation;

o to fewer than 150 natural or legal persons other than to qualified investors as defined in
Article 2(e) of the Prospectus Regulation, subject to obtaining the prior consent of the Joint Global
Coordinators for any such offer; or

° in any other circumstances falling within Article 1(4) of the Prospectus Regulation,

provided that no such offer of the Offer Shares shall require the Company, the Selling Shareholder or the
Managers and their respective affiliates to publish a prospectus pursuant to Article 3 of the Prospectus
Regulation or a supplement to the prospectus pursuant to Article 23 of the Prospectus Regulation within the
territory of the Relevant State and each person who initially acquire Offer Shares or to whom any offer is
made will be deemed to have represented, warranted and agree to and with the Managers and their affiliates,
the Selling Shareholder and the Company that it is a “qualified investor” within the meaning of the
Prospectus Regulation.

For the purposes of the Prospectus, the expression an “offer of the Offer Shares to the public” in relation to
any Offer Shares in any Relevant State means a communication to persons in any form and by any means,
presentmg sufficient mformatlon on the terms of the Offen the Offer Shares to be offered, so as to

Each purchaser of Offer Shares in the Offering loca whhin a Rglevaht State of the EEA (other than in
Romania) will be deemed to have represented, ackn edged and agreed that it 1s a qualified investor. The

The Company, the Selling Shareholder, the Managers and their's “\e’ctlve affiliates and others will rely upon

the truth and accuracy of the foregoing representation, acknowledgement and agreement.

NOTICE TO UK INVESTORS

This Prospectus and any other material in relation to the Offer Shares described herein is only being
distributed in the UK to, and is only directed at, persons that are qualified investors (“qualified investors™)
within the meaning of Article 2(e) of the Prospectus Regulation (as defined below) that also: (i) have
professional experience in matters relating to investments falling within Article 19(5) of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the “Order”); or (ii) who
fall within Article 49(2)(a) to (d) of the Order; or (iii) to whom it may otherwise lawfully be communicated
(all such persons together being referred to as the “relevant persons™). The Offer Shares are only available
in the UK to, and any invitation, offer or agreement to purchase or otherwise acquire the Offer Shares will
be engaged in only with, the relevant persons. This Prospectus and its contents are confidential and should
not be distributed, published or reproduced (in whole or in part) or disclosed by recipients to any other
person in the UK. Any person in the UK that is not a relevant person should not act or rely on this
Prospectus or any of its contents.

INFORMATION TO DISTRIBUTORS

Solely for the purposes of the product governance requirements contained within: (a) EU
Directive 2014/65/EU on markets in financial instruments, as amended (“MiFID II”); (b) Articles 9 and 10
of Commission Delegated Directive (EU) 2017/593 supplementing MiFID II; and (c) local implementing
measures (together, the “MIiFID II Product Governance Requirements”), and disclaiming all and any
liability, whether arising in tort, contract or otherwise, which any “manufacturer” (for the purposes of the
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MiFID II Product Governance Requirements) may otherwise have with respect thereto, the Offer Shares
have been subject to a product approval process, which has determined that such Offer Shares
are: (i) compatible with an end target market of retail investors and investors who meet the criteria of
professional clients and eligible counterparties, each as defined in MiFID II; and (ii) eligible for distribution
through all distribution channels as are permitted by MIFID II (the “Target Market Assessment”).
Notwithstanding the Target Market Assessment, distributors should note that: the price of the Offer Shares
may decline and investors could lose all or part of their investment; the Offer Shares offer no guaranteed
income and no capital protection; and an investment in the Offer Shares is compatible only with investors
who do not need a guaranteed income or capital protection, who (either alone or in conjunction with an
appropriate financial or other adviser) are capable of evaluating the merits and risks of such an investment
and who have sufficient resources to be able to bear any losses that may result therefrom. The Target
Market Assessment is without prejudice to the requirements of any contractual, legal or regulatory selling
restrictions in relation to the Offer. Furthermore, it is noted that, notwithstanding the Target Market
Assessment, the Managers will only procure investors who meet the criteria of retail and professional clients
and eligible counterparties.

For the avoidance of doubt, the Target Market Assessment does not constitute: (a) an assessment of
suitability or appropriateness for the purposes of MIFID II; or (b) a recommendation to any investor or
group of investors to invest in, or purchase, or take any other action whatsoever with respect to the Offer
Shares.

Each distributor is responsible, within the Target Market Assessment, for undertaking the target market
assessment in respect of its investors and determining appropriate distribution channels and the client
categories to whom the Offer Shares shall be distributed.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain statements in this Prospectus are not historical facts and are “forward-looking” within the meaning
of securities laws of certain jurisdictions, including Section 27A of the Securities Act and Section 21E of
the Exchange Act. In some cases, these forward-looking statements can be identified by the use of forward-
looking terminology, including, without limitation, statements preceded by, followed by or that include the
words “may”, “will”, “would”, ‘“should”, “expect”, “intend”, £ < “forecast”, “anticipate”,
“project”, “believe”, “seek”, “plan”, “predict”, “continue”, “com 1 i . “target”, “aim”, “could”,
“undertake”, “is expected” and similar expressions or their negatives 'or other variations or comparable
terminology, or by discussions of strategies, plans, objectives, oget‘_s‘,‘ goals, ‘futu_r events or intentions.
These forward-looking statements appear in a number of places thggughout  this Pros] pctus. Forward-looking
statements include statements regarding intentions, beliefs or currdgf, expectations goéncerning, among other
things, results of operations, prospects, growth, strategies and the in __;_~in\yv/h' the Company operates.
Such forward-looking statements involve known and unknown, predictable and unpredictable risks,
uncertainties and other important factors beyond the Company’s or the Group’s control that could cause its
actual results, performance or achievements to be materially different from future results, performance or
achievements expressed or implied by such forward looking statements, which might eventually not come
true. In addition, this Prospectus includes forward-looking information that has been extracted from third-
party sources. The forward-looking statements are based on numerous assumptions regarding the Group’s
present and future business strategies and the environment in which the Group will operate in the future.
These assumptions reflect the Company’s best judgment based on currently known market conditions and
other factors, some of which are discussed below. However, assumptions about future events may prove to
be inaccurate. The Company cautions all readers that the forward-looking statements contained in this
Prospectus are not guarantees of future performance, and no assurance can be given to any reader that such
statements will be realized or the forward-looking events and circumstances will occur. By their very nature,
forward-looking statements involve inherent risks and uncertainties, both general and specific, many of
which are beyond the Group’s control, and risks exist that the predictions, forecasts, projections and other
forward-looking statements will not be achieved. Among the important factors that could cause the
Company’s actual results, performance or achievements to differ materially from those expressed in such
forward-looking statements are those in the Sections “Risk Factors”, “Management discussion and analysis
of financial condition and results of operations”, “Business” and elsewhere in this Prospectus. Investors
should be aware that a number of important factors could cause actual results to differ materially from the
plans, objectives, expectations, estimates and intentions expressed in such forward-looking statements. These
factors include, but are not limited to:
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Changes in regulations or government policies, particularly as a result of increased governmental
intervention in the electricity market, could materially and adversely affect the Group’s business; and

The Group may not be able to successfully implement its growth plan: The Group may not be able to
implement its growth plan with respect to its hydropower projects that are currently in different stages
of execution, being subject to development, construction and legal risks; The Group may not be able
to implement its growth plan with respect to developing or acquiring new green energy projects or
other M&A targets. If completed, such projects may not achieve the expected results and may expose
the Group to risks specific to the acquisitions and development and operation of renewable energy
generation projects, as well as increased operating costs; The refurbishment and modernization of the
Group’s hydro facilities are subject to development and legal risks; and

The Group’s electricity generation and the demand for the Group’s electricity are subject to climatic
conditions that may not be within the Group’s control. Further, climate change and episodes of
extreme weather events could have an adverse effect on the Group’s production equipment
(commissioned and planned to be commissioned); and

The Group’s results of operations may be adversely affected by fluctuations in electricity prices; and
The Group may be exposed in the future to higher turbinated water tax payable to ANAR; and

Transelectrica may require the Company to provide electricity for balancing purposes outside the
tendering process and in excess of the Company’s balancing availability, which may lead to the
Company defaulting other legal or contractual obligations; and

The Company’s hedging strategies may not be effective in mitigating price fluctuations and potential
losses; and

The Company may be subject to intensifying competition in the supply market; and

The Romanian State will remain in control of the Group following the Offering and its interests may
differ from or conflict with those of other shareholders of the Company; and

s It eritical equipment failure, unplanned power
and investments and, in some cases, environmental
! A

v

The operation of the Group’s facilities could
outages, reduced output and unanticipated c
and property damage and legal claims; and

A major earthquake could have a materi __
condition, and results of operations \

the Company’s business, financial

The Group relies on its OT and IT infrastructufesJRhich’ s
attacks; and

.ay fail or be adversely affected by cyber

The Group may not be able to hire or retain enough qualified staff, including members of its senior
management team; and

The Group may face strikes or other labor disruptions at its facilities; and

The Group does not carry insurance on many of its assets, and its insurance coverage is not sufficient
to cover all material losses it may sustain; and

The Group is dependent upon services provided by the TSO and OPCOM; and

The Group is subject to changes in the demand for the power reserve services and other ancillary
services provided by it; and

The Company is exposed to frequent changes in tax legislation applicable to it and frequent
inspections by fiscal authorities

The Group is subject to increasingly stricter and complex environmental and water management
regulations and may be exposed to significant liabilities for any failure to comply with such
regulations; and

The Company may not be able to comply with recently introduced water management legal
obligations

The regulatory framework for CEPM could materially and adversely impact the Group’s activities and
operations

Company’s title over certain real estate properties may be deemed uncertain
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The selection process for the Management Board has been challenged in court, and thus some actions
of the Company’s directors may be subject to challenge; and

The Company was late with issuing invoices to supply customers and may continue to be late in
issuing such invoices and thus could face delays in collecting the outstanding revenues and be subject
to regulatory sanctions; and

The Company has operated under a concession agreement which might not have been in force for
11 years; and

The migration of the Group’s legacy IT infrastructure to new integrated IT systems may encounter
difficulties and delays; and

The Group may be unable to detect or prevent ethical misconduct or breaches of applicable
anticorruption and sanctions law committed by its employees, counterparties or other third parties; and

The Company is subject to commitments proposed following an investigation by the Romanian
Competition Council; and

The legal regime in Romania continues to develop, which may create an uncertain environment for
business activity and investment; and

The Group is subject to various legal proceedings and there can be no assurance that any provisions
created by the Group in respect of such proceedings will be adequate to cover potential losses

Failure to comply with health and safety legislation could adversely affect the Group; and
The Group may be exposed to personal data leakages and breaches; and

The PPAs entered into by the Company may expose it to certain commercial risks such as price
fluctuation, default, credit risk; and

Hostilities with neighboring countries and civil unrest in Ukraine or other Eastern European states may
adversely affect the economy of Romania; and

The Group is dependent on economic, demographic and ents in Romania; and

Countries in Eastern Europe are subject to greater ri @ than moregdevejoped markets with potential
adverse effects from legal, economic, fiscal and politicgt developments; an
T

8 3
There is currently no trading market for the Shares an active tradi

not develop or may not be sustainable; and

market for the Shares may

T -

Price volatility of the Shares and liquidity may affect the perﬁ)rﬁnance of investments in the Group;
and

Future sales, or the real or perceived possibility of sales, of a significant number of Shares in the
public markets could adversely affect the prevailing trading price of the Shares; and

The Company may face difficulties in complying with ongoing disclosure requirements of a listed
company or may incur additional costs; and

The Company’s General Shareholders’ Meetings might decide not to distribute dividends in the future;
and

Share capital increases resulting from Romanian State-owned land contributions may result in dilution
of shareholders; and

Holders of Shares may be impacted by foreign currency risk; and

The rights of shareholders in the United States and other jurisdictions may be limited.

The above list of important factors and the other factors in “Risk Factors” is not exhaustive. Other sections
of this Prospectus describe additional factors that could adversely affect the Group’s result of operations,
financial condition, liquidity and the development of the industry in which the Group operates. New risks
affecting the Group’s operations and business can emerge from time to time, and it is not possible to predict
all such risks, nor to assess the impact of all such risks on the Group’s business or the extent to which any
risks, or combination of risks and other factors, may cause actual results to differ materially from those
contained in any forward-looking statements. When reviewing forward-looking statements, investors should
carefully consider the foregoing factors and other uncertainties and events, especially in light of the political,
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economic, social and legal environment in which the Group operates. Given these risks and uncertainties,
investors should not rely on forward-looking statements as a prediction of actual results.

Forward-looking statements contained in this Prospectus speak only as at the date of this Prospectus. The
Company and the Selling Shareholder expressly disclaim any obligation or undertaking to disseminate any
updates or revisions to any forward-looking statements contained herein to reflect any change in the Group’s
expectations with regard thereto or any change in events, conditions or circumstances on which any of such
statements are based unless required to do so by any applicable regulatory regime. Investors should construe
all subsequent written or oral forward-looking statements attributable to the Group or the Selling Shareholder
or to persons acting on their behalf as being qualified by the cautionary statements in this Prospectus. As a
result, investors should not place undue reliance on such forward-looking statements.

Investors should note that the contents of these paragraphs relating to forward-looking statements are not
intended to qualify the statements made as to the sufficiency of working capital in this Prospectus.

SERVICE OF PROCESS AND ENFORCEMENT OF CIVIL LIABILITIES

The Company is incorporated under the laws of Romania. Certain persons referred to herein are residents of
Romania and certain entities referred to herein are organized under the laws of Romania. All or a
substantial portion of the assets of such persons and entities are located in Romania. As a result, it may not
be possible for investors to:

. s . LoRRAVE
e effect service of process within other countrie ppon the

and senior managers named in this Prospecty$yor

€0 pany or any of the Company’s directors

[ =
. ) . < 2 ]
(] enforce, in other countries, court judgmentt obtainied in cour

Company or any of its directors and senitg. mitfagers nh
obtain the recognition of such judgments. 7

of such other countries against the
in this Prospectus in any action, or
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PRESENTATION OF FINANCIAL AND OTHER INFORMATION

Investors should rely only on the information in this Prospectus. No person has been authorized to give any
information or to make any representations other than those contained in this Prospectus in connection with
the Offering and, if given or made, such information or representations must not be relied upon as having
been authorized by or on behalf of the Company, the Selling Shareholder or the Managers. Nothing
contained in this Prospectus is, or shall be relied upon as, a promise or representation by the Managers or
any selling agent as to the past, present or future. Without prejudice to any obligation of the Company to
publish a supplement to the prospectus (in relation to which the Managers undertakes no responsibility
whatsoever), neither the delivery of this Prospectus nor any subscription or sale made under this Prospectus
shall, under any circumstances, create any implication that there has been no change in the business or
affairs of the Company or the Group taken as a whole since the date hereof or that the information
contained herein is correct as of any time subsequent to its date.

General

The contents of this Prospectus are not to be construed as legal, business or tax advice. Each prospective
investor should consult his or her own lawyer, financial advisor or tax advisor for legal, financial or tax
advice in relation to any subscription, purchase or proposed subscription or purchase of Offer Shares.

Prior to making any decision as to whether to subscribe for or purchase the Offer Shares, prospective
investors should read this Prospectus in its entirety. In making an investment decision, prospective investors
must rely upon their own examination of the Group and the terms of this Prospectus, including the risks
involved.

Financial and Operating Information
Financial Statements of the Group

The Group’s audited consolidated financial statements for the years ended 31 December 2022, 2021 and
2020 (the “Audited Consolidated Financial Statements™) and the unaudited condensed consolidated interim
financial statements of the Group as of and for the three months ended 31 March 2023 (the “Unaudited
Condensed Consolidated Interim Financial Statements”) are included in this Prospectus. The Audited
Consolidated Financial Statements included in this Prospectus have been prepared in accordance with
International Financial Reporting Standards (“IFRS”) as adopted by the European Union (“IFRS-EU”), and
the Unaudited Condensed Consolidated Interim Financial State] >been prepared in accordance with

functional currency of the Group. The Company’s findix
31 December.

None of the Issuer’s financial statements relating to the “istgrical infoprhation for the period of time
presented in this Prospectus were subject to qualifications in the-sespeetive auditors’ reports. The auditors’
report on the consolidated financial statements for the years ended 31 December 2022, 2021 and 2020
includes an emphasis of matter paragraph which references the basis of preparation for the purposes of the
initial public offering. The emphasis of matter paragraph as extracted from the consolidated financial
statements is presented below:

“We draw attention to Note 2 to the accompanying consolidated financial statements, which describes that
the consolidated financial statements have been prepared in connection with the public offering of the
Company’s shares on the Bucharest Stock Exchange. As described in Note 2, the Group also published
consolidated financial statements as at and for each of the years ended 31 December 2022, 2021 and 2020
prepared in accordance with another general purpose framework (Order of Minister of Public Finance no.
2844/2016 and related amendments), which represented its statutory annual financial statements. Our opinion
is not modified in respect of this matter”.

Financial information published by the Company after Admission of the Shares to trading on the BSE, in
furtherance of its on-going disclosure obligations, will include consolidated financial statements of the Group
prepared in accordance with IFRS-EU.

Non-IFRS Measures

In this Prospectus, the Group uses certain measures, metrics and ratios in the analysis of its business,
financial position and performance that are not measures defined by IFRS/IFRS-EU (“non-IFRS measures”),

53



some of which constitute Alternative Performance Measures (“APMs”), as defined in the European
Securities and Markets Authority (“ESMA”) Guidelines on Alternative Performance Measures dated
5 October 2015 and further guidance published by ESMA through to the date of this Prospectus.

The Company presents these non-IFRS measures to facilitate a better understanding of the Group’s historic
trends of operation, financial condition and liquidity and are used by the Group as a basis for strategic
planning and forecasting. Set out below is a summary of the non-IFRS measures used, the definition,
method of calculation and the rationale for the inclusion of such metrics.

Non-IFRS measures presented in this Prospectus include EBITDA, EBITDA Margin, Adjusted EBITDA,
Adjusted EBITDA Margin, Adjusted Net Debt/(Cash), Adjusted Net Debt/(Cash) to Adjusted EBITDA Ratio
and Adjusted Cash Conversion (all as defined below).

“EBITDA” is defined as profit/(loss) before tax before (i) depreciation and amortization of property, plant
and equipment and intangible assets and (ii) interest income and interest expense.

“EBITDA Margin” is defined as EBITDA divided by revenue.

“Adjusted EBITDA” is defined as EBITDA adjusted for (a) impairment/reversal of impairment of property,
plant and equipment and (b) gain on bargain purchase of subsidiaries.

“Adjusted EBITDA Margin” is defined as Adjusted EBITDA divided by revenue.

Adjusted EBITDA and Adjusted EBITDA Margin are used to measure the Group’s performance and
profitability. These indicators allow for a more reliable comparison of the Group’s results over time and with
peers, than EBITDA and EBITDA Margin, as Adjusted EBITDA and Adjusted EBITDA Margin take into
account certain adjustments (for example, to exclude non-operating items).

The following table presents a reconciliation of EBITDA, EBITDA Margin, Adjusted EBITDA, and
Adjusted EBITDA Margin of the Group for the three months ended 31 March 2023 and 2022 and the years

ended 31 December 2022, 2021 and 2020:
c\)‘)RAVEG‘r
For Afip three months ended
i 31 March For the year ended 31 December

S0 o 20227 2022 2021 2020
=

: / (RON million unless otherwise noted)

Profit for the period/year...........ococcuvunninvnininiienniecnnn 9&1,723.4 11‘ 87.9 4,464.0 3,116.1 1,558.0
Income tax expense 3384 .- 277.0 953.4 668.6 348.6
Interest income T, o, (885) (28.3) (243.7) (72.1) (62.0)
Interest expense, including unwinding of non-current

PIOVISIONS ...eereeeeececviencressasaisse sttt sa st saes s 10.8 8.1 38.9 33.0 27.6
Depreciation and amoOTtization.............c.oeoceiruererneerinenins 198.2 191.9 772.2 760.5 720.5
EBITDA ...ttt 2,184.3 1,736.6 5,984.8 4,506.2 2,592.7
(Reversal of) / Impairment loss on property, plant and

EQUIPTICTL...cvvevecarvrcecietie e nse bbb enas s issrs 0.1) (33.9) 23.9 359.3 106.0
Gain from bargain purchase of subsidiaries ...................... 0.0 0.0 0.0 (3L.5) (26.3)
Adjusted EBITDA ..o 2,184.2 1,702.7 6,008.6 4,834.0 2,672.4
Revenue 3,272.1 2,491.6 9,452.0 6,489.3 3,841.4
EBITDA Margin (%) 66.8 69.7 63.3 69.4 675
Adjusted EBITDA Margin (%) ........ccocoouernernnnerennerinne 66.8 68.3 63.6 745 69.6

EBITDA, EBITDA Margin, Adjusted EBITDA, and Adjusted EBITDA Margin are presented because these
measures are widely used by securities analysts, certain investors and other interested parties as supplemental
measures of performance and financial position. EBITDA eliminates potential differences in performance
caused by variations in capital structures (affecting net finance costs), tax positions (such as the availability
of net operating losses against which to relieve taxable profits), the cost and age of tangible assets (affecting
relative depreciation expense) and the extent to which intangible assets are identifiable (affecting relative
amortization expense).

“Adjusted Net Debt/(Cash)” is defined as bank borrowings and lease liabilities less cash and cash
equivalents and Short-term Investments (investments in deposits and government bonds).

“Adjusted Net Debt/(Cash) to Adjusted EBITDA Ratio” is defined as Adjusted Net Debt/(Cash) divided
by Adjusted EBITDA.
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The following table presents a reconciliation of Adjusted Net Debt/(Cash) to Adjusted EBITDA Ratio of the
Group for the three months ended 31 March 2023 and the years ended 31 December 2022, 2021 and 2020:

As of and
for the
three
months
ended As of and for the year ended
31 March 31 December
2023 2022 2021 2020
(RON million)
Bank bOITOWINGS........ccovereuiirieeniereiirneersecrterereeeenneens 461.4 484.5 577.8 31.9
Lease labilities .......ccocoreriiinineiiiieeseneeeereseniee 13.4 15.4 12.5 21.0
Cash and cash equivalents...............c.ccceevvniniennne (1,233.2) (660.7) (1,104.9) (354.8)
Short-term Investments (investments in deposits and
government bonds) ........coccvvereiirieieieneeees (3,671.3) (3,034.7) (2,561.5) (1,730.1)
Adjusted Net Debt/(Cash) .........c....cccoovininiinnnne (4,435.7) (3,195.6) (3,076.1) (2,032.0)
Adjusted EBITDA ..o 2,184.2 6,008.6 4,834.0 2,672.4
Adjusted Net Debt/(Cash) to Adjusted EBITDA
RAtiO ..o 2.0) 0.5) (0.6) 0.8

“Adjusted Cash Conversion” is defined as net cash from operating activities divided by Adjusted EBITDA.

For the three months ended

31 March For the year ended 31 December
2023 2022 2022 2021 2020
(RON million)
Net cash from operating activities ...........cocecvruveevercnecnnnne 1,210.5 1,231.5 42353 4,047.5 2,276.7
Adjusted EBITDA ......c.ccociviiimiiintenenerieeeeeesiecsneseaseeens 2,184.2 1,702.7 6,008.6 4,834.0 2,672.4
Adjusted Cash Conversion .................c.ccccovvvniiiicannee 0.6 0.7 0.7 0.8 0.9

The Company believes that the presentation of these non-IFRS measures, when considered in conjunction
with measures reported under IFRS-EU, is useful to investors because it provides a basis for measuring the
Group’s operating performance in the periods under reviewg ihances an investor’s understanding of the
Group’s financial performance. These non-IFRS measurgdfire not presented in accordance with IFRS/IFRS-
EU. These non-IFRS measures may also be used by différent companies for differing purposes and are often
calculated in ways that reflect the circumstance of thdse companies.“l"hej fore, the Company’s use of these
non-IFRS measures may vary from others in the %up:sdndustry; Ifvestors should exercise caution in
comparing non-IFRS measures mentioned in this Pros &utus to similar peasures used by other companies.
These non-IFRS measures have limitations as an analyticiltoel and should not be considered in isolation or
as a substitute for financial information as reported under IFRS/IFRS-EU. For example, some of the
limitations of the EBITDA are (1) it does not reflect the Group’s cash expenditures or future requirements
for capital expenditures or contractual commitments (2) it does not reflect changes in, or cash requirements
for, the Group’s working capital needs; (3) it does not reflect the significant interest expense, or the cash
requirements necessary to service interest or principal payments, on the Group’s debt; (4) although
depreciation, amortization and impairment are non-cash charges, the assets being depreciated and amortized
will often have to be replaced in the future, and EBITDA does not reflect any cash requirements for such
replacements; and (5) it is not adjusted for all non-cash income or expense items that are reflected in the
Group’s statements of cash flows. In addition, EBITDA should not be considered as alternatives to net profit
or any other performance measures derived in accordance with IFRS/IFRS-EU or as an alternative to cash
flow from operating activities or as a measure of the Group’s liquidity. In particular, Adjusted EBITDA
should not be considered as a measure of discretionary cash available to the Group to invest in the growth
of its business. No statement in this Prospectus should be interpreted to mean that the earnings of the Group
for the current or future years would necessarily match or exceed the historical published.
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Market Information

Market data used in this Prospectus under the captions “Summary”, “Risk Factors”, “Operating and
Financial Review”, “Industry Overview and Key Trends” and “Business” has been extracted from official and
industry sources and other sources the Company believes to be reliable. Sources of such information, data
and statistics include independent industry publications, market research, internal surveys and estimates, and
other publicly available information. In particular, the Group has cited the following third-party sources in
this Prospectus: the National Bank of Romania (“NBR”), ANRE, Wood Mackenzie Market Report dated
3 March 2023 (the “Wood Mackenzie Report”), the European Commission, and the World Bank. Such
information is subject to change and cannot be verified with complete certainty. The analysts’ estimates and
conclusions can vary materially from the true figures and as a result their reports can understate or overstate
market size, market share, growth rates and other important industry data. In addition, certain data contained
in the available analyst reports may differ from that contained in the Group’s internal records and/or may
differ from the Group’s understanding of the relevant market and its competitors. The Group cannot provide
any assurance that data relating to its competitors in such analyst reports are correct or the same as those
contained in its competitors’ internal records. Therefore, caution should be exercised in analyzing these
estimates and no undue reliance should be placed on them. Industry publications generally state that the
information they contain has been obtained from sources believed to be reliable, but the accuracy and
completeness of such information is not guaranteed. The Company has not independently verified such data.

Where third-party information has been used in this Prospectus, the source of such information has been
identified. The third-party sources the Company has used generally state that the information they contain
has been obtained from sources believed to be reliable. These third-party sources also state, however, that
the accuracy and completeness of such information is not guaranteed and that the projections they contain
are based on significant assumptions. As the Company does not have access to the facts and assumptions
underlying such market data, or to the statistical information and economic indicators contained in these
third-party sources, the Company is unable to verify such information. Thus, while such information, data
and statistics have been accurately reproduced and, as far as the Company is aware and is able to ascertain
from information published or provnded by the aforementloned sources, no facts have been omitted which

guarantee its overall accuracy or completeness.

Legal references

Except where expressly mentioned otherwise, a refe
considered a reference to the respective provision as it
the date of this Prospectus.

Countries

In this Prospectus, all references to “US” are to the United States, all references to the “EU” are to the
European Union and its member states as of the date of this Prospectus, and all references to the “EEA”
are to the European Economic Area and its member states as of the date of this Prospectus.

Currencies

In this Prospectus, all references to “€”, “EUR” and “euro” are to the lawful currency introduced at the
start of the third stage of European economic and monetary union, and as defined in Article 2 of Council
Regulation (EC) No. 974/98 of 3 May 1998 on the introduction of the euro, as amended, all references to
“RON” and “Lei” are to the lawful currency of Romania and all references to “$”, “USD” and “US$” are
to the lawful currency of the United States.

The conversions of some RON or euro amounts derived from third party sources may differ from the
exchange rates used for the conversions used in the Unaudited Condensed Consolidated Interim Financial
Statements and the Audited Consolidated Financial Statements . The Company makes no representation that
the RON amounts referred to in this Prospectus could have been or could be converted into any other
currency or at any particular exchange rate. The Group’s presentation currency is RON, which is also the
Group’s functional currency as it reflects the economic substance of the Group’s underlying events and
circumstances. See also, section “Exchange Rate Information”.

Rounding

Certain figures included in this Prospectus have been subject to rounding adjustments; accordingly,
(i) figures shown for the same category presented in different tables may vary slightly; (ii) figures shown as
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totals in certain tables may not be an arithmetic aggregation of the figures that precede them;
(iii) percentages in tables have been rounded and accordingly may not add up to 100%; and (iv) the
calculations, variations and other percentages may differ slightly from their actual calculations due to
rounding of underlying financial, statistical and operating information.
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EXCHANGE RATE INFORMATION

The following tables show, for the periods indicated, information relating to the exchange rates between the
RON and the EUR, based on information derived from the National Bank of Romania. The columns titled
“Average” in the tables below show the average of the annual reference rates for the respective periods as
per the National Bank of Romania annual reports.

Period
High Low Average End
(RON per EUR)
2018 s 4.6695 4.6206 4.6535 4.6639
2019 .t e s 4.7808 4.6634 4.7452 4.7793
2020 e 4.8750 4.7642 4.8371 4.8694
2021 st mmll i L 4.9495 4.8691 4.9204 4.9481
2022 . 4.9492 4.8215 4.9312 4.9474
January 2023 ..o 4.9413 4.8858 4.9225 4.9221
February 2023 ..o 4.9248 4.8900 4.9073 4.9200
March 2023 ......ccooviiiiiiii e 4.9491 49136 4.9262 4.9491
ApPril 2023 ... 4.9783 4.9202 4.9434 4.9633
May 2023 ...t 4.9783 4.9202 4.9481 4.9696

Note: Annual averages are computed as simply arithmetic average of monthly figures.
Source: National Bank of Romania

The Company makes no representation that any specific currency amount referred to in this Prospectus
could have been or could be converted into any of the other currencies presented in this Prospectus at the
above exchange rates, at any other rate or at all.
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The Company

The Selling Shareholder
The Offering

Joint Global Coordinators

Joint Bookrunners

Co-Lead Managers

Managers
Offer Tranches

THE OFFERING

SOCIETATEA DE PRODUCERE A ENERGIEI ELECTRICE IN
HIDROCENTRALE “HIDROELECTRICA” S.A.

FONDUL PROPRIETATEA S.A.

The Offering comprises an offering for sale of up to 78,007,110 Shares
by the Selling Shareholder.

The final number of Offer Shares will be decided by the Selling
Shareholder in consultation with the Company, upon the
recommendation of the Joint Global Coordinators, based on the level
of subscriptions in the Book.

The Offering is structured as an offering of the Offer Shares: (a) outside
the United States in offshore transactions in reliance on Regulation S
under the Securities Act, including to the public in Romania and (b) in
the United States to QIB as defined in, and in reliance on, Rule 144A or
another available exemption from registration under the Securities Act

Citigroup Global Markets Europe AG, Erste Group Bank AG, Jefferies
GmbH, and Morgan Stanley Europe SE

Banca Comerciala Romana S.A., Barclays Bank Ireland PLC, BofA
Securities Europe SA, UBS Europe SE, UniCredit Bank AG Milan
Branch and WOOD & Company Financial Services, a.s.

Auerbach Grayson & Co LLC, BRD - Groupe Société Générale S.A.,
BT Capital Partners S.A., and Swiss Capital S.A.

the Joint Global Coordinators, Joint Bookrunners and Co-lead Managers

The Offering is split into two Offer Tranches (as defined in the
“Subscription and sale” sectio s follows: (i) an Offer Tranche

PRAKE

“fip~to 11,701,067 Offer Shares

(i) to Institutional Invest ‘&s, outside the United States in reliance on
Regulation S; and (ii) in the & éd States, only to persons reasonably
believed to be QIBs in reliance on Rule 144A or pursuant to another
exemption from, or in a transaction not subject to, the registration
requirements of the Securities Act (the “Institutional Tranche”).

“Institutional Investor” means (a) a “qualified investor”, as defined in
Article 2 (e) of the Prospectus Regulation), or (b) an “eligible
counterparty” within the meaning of Directive 2014/65/EU of the
European Parliament and of the Council on markets in financial
instruments and amending Directive 2002/92/EC and Directive 2011/
61/EU (recast), or (c) a “qualified investor” as defined in Article 2(e) of
the Prospectus Regulation, as it forms part of United Kingdom domestic
law by virtue of the European Union (Withdrawal) Act 2018), as
amended, or (d) a QIB as defined in Rule 144A, or (e) an equivalent
institution whose subscription in the Offering would not constitute a
violation of applicable law or regulation and which is not located in any
Jjurisdiction where the extension or availability of the Offering (and any
other transaction contemplated thereby) would breach any applicable
law or regulation; and

“Retail Investor” means any individual or entity (with or without legal
personality) that does not fall under the category of Institutional
Investor.
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Offer Shares
Offer Period

Allocation Date
Transaction Date

Successful Closing of the Offering

Offer Price Range
Final Offer Price

Intermediation method
Distribution Group
Shareholders’ Registry

Listing and Trading

The final size of each Offer Tranche will be decided by the Selling
Shareholder jointly with the Company, upon the recommendation of the
Joint Global Coordinators, based on the level of subscriptions from
investors, after the closing of the Offer Period, and will be made public
on the Allocation Date (see “Allocation of the Offer Shares” from the
“Subscription and sale” section).

The subscribed Offer Shares will be allocated to investors on the basis
of the joint decision of the Company and Selling Shareholder, upon the
recommendation of the Joint Global Coordinators on the Allocation
Date.

Upon the recommendation of the Joint Global Coordinators, the
Company and the Selling Shareholder may jointly decide to re-allocate
Offer Shares from any of the Offer Tranches to the other Offer Tranche —
which can lead to the Retail Tranche representing either (1) more than
15% (but not more than 20%) of the sold Offer Shares or, on the
contrary (2) less than 15% of the sold Offer Shares (but such re-
allocation from the Retail Tranche to the Institutional Tranche shall
occur only in case the Retail Tranche is less than 100% subscribed). See
“Offer Tranches” and “Allocation of the Offer Shares” from the section
“Subscription and Sale”.

Up to 78,007,110 ordinary Shares with a face value of RON 10 each.

Eight (8) Business Days, from and including 23 June 2023 and to and
including 4 July 2023.

5 July
6 July

The successful closilig of the Offering’ Will be subject, inter alia, to
(i) the determination o{#fe Final Offer Price and each of the Company’s,
the Selling Shareholder's;and the Mahagers’ decisions to proceed with
the Offering and (ii) the satisfaction of the conditions contained in the
Underwriting Agreement, including (among other conditions) the
execution by the Selling Shareholder, the Company and the Managers
of the Pricing Agreement and the Underwriting Agreement not having
been terminated, see section “Subscription and Sale — General
information about the Offering”.

94 - 112

The Final Offer Price shall be determined in RON at the latest on the
Allocation Date. See section “Subscription and Sale — Offer Price —
Final Offer Price”.

Best efforts
Banca Transilvania S.A.

The shareholders’ registry is currently kept by the Company. Once the
Shares are admitted to trading, the Shareholders’ Registry will be kept
by the Romanian Central System Depositary (Depozitarul Central S.A.,
with the registered office in 34-36 Bulevardul Carol I, 3rd, 8th and 9th
floors, District 2, post code 020922, Bucharest, Romania).

Application will be made to the Bucharest Stock Exchange for the
Admission of the Shares to trading on the regulated market operated by
it. The Bucharest Stock Exchange is a regulated market for the purposes
of the Directive on Markets in Financial Instruments.

The admission to trading of the Shares has been approved by the
Extraordinary General Meetings of Shareholders (‘EGMS”) resolution
no. 3 of 31 March 2022.
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Settlement and Transfer

Stabilisation Manager
Stabilisation Agent
Lock-Up

The security identification numbers and trading symbols of the Shares
are (expected to be) as follows:

ISIN: RO4Q0ZSRO1B6

FISN: H20/REGSHS RON10

CFI: ESVUFR

Bucharest Stock Exchange Shares trading symbol: "H20”.

Payment for the Offer Shares is expected to be made in RON through
RoClear (Romanian Clearing Settlement, Custody, Depository and
Registration System), which is managed by the Romanian Central
Depository. Transfers of Shares within the Offering and secondary
market sales of Shares will be settled and cleared through the settlement
system managed by the Romanian Central Depository, in accordance
with applicable Romanian regulations.

Citigroup Global Markets Europe AG
Erste Group Bank AG

Pursuant to the Underwriting Agreement, the Company has agreed that
from the date of the Underwriting Agreement until the date falling 180
days after the date of Admission, neither it nor any member of its group
will, without the prior written consent of the Joint Global Coordinators
(such consent not to be unreasonably withheld or delayed), directly or
indirectly, offer, issue, allot, lend, mortgage, assign, charge, pledge, sell
or contract to sell or issue, issue options in respect of, or otherwise
dispose of, directly or indirectly, or announce an offer or issue of, any
Shares or other equity securities of the Company (or any interest therein
or in respect thereof) or any other securities exchangeable for or
convertible into, or substantially similar to, Shares or other equity

rehibited fromeissuing or allotting Shares to the
5o "so pursuant t¢'japplicable Romanian law

the value of plots of l1agd contributeq By the State for which the
Company obtains ownershi >~ fitificates”after the Offering or for which
it has obtained such certificates before the Offering but for which it has
not yet increased its share capital.

Pursuant to the Underwriting Agreement, the Selling Shareholder has
agreed that from the date of the Underwriting Agreement until the date
falling 180 days after the date of Admission, it will not, without the
prior written consent of the Joint Global Coordinators (such consent not
to be unreasonably withheld or delayed), directly or indirectly, offer,
issue, lend, mortgage, assign, charge, pledge, sell or contract to sell,
issue options in respect of, or otherwise dispose of, directly or indirectly,
or announce an offer or issue of, any Shares or other equity securities of
the Company (or any interest therein or in respect thereof) or any other
securities exchangeable for or convertible into, or substantially similar
to, Shares or other equity securities of the Company, or enter into any
transaction with the same economic effect as, or agree to do, any of the
foregoing. The Selling Shareholder lock-up is subject to certain
customary exceptions.

At the same time, the Romanian State acting through the Ministry of
Energy agreed with the Managers (pursuant to the Lock-up Deed dated
on or around the date of the Prospectus), subject to certain exceptions
and existing obligations, that during a period from the date of the
Underwriting Agreement until 12 months after Admission will not
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Use of Proceeds

Dividend Policy

Voting Rights

Selling and Transfer Restrictions

Risk Factors

(among other) offer, issue, sell, contract to sell, pledge, grant options
over or otherwise dispose (or publicly announce any such issuance,
offer, sale or disposal) of the Shares or enter into any transaction with
the same economic effect as any of the foregoing, without the prior
written consent of the Joint Global Coordinators (such consent not to be
unreasonably withheld or delayed).

The Company will not receive any of the proceeds from the sale of the
Offer Shares by the Selling Shareholder in the Offering. The Selling
Shareholder will receive all the net proceeds from the sale of the Offer
Shares.

The Company intends to pay-out, as ordinary dividends, minimum 90%
of the distributable Company’s separate yearly net profit starting from
the financial year following the Offering. In addition, the Company may
decide through a GMS resolution to pay at its own discretion
extraordinary dividg the Company’s retained earnings, if
disposable.

one'-vote fof the ;purposes of shareholder meetings.
a'zptw{{ of Share Cgpital and Corporate Structure —
réholders rzght — Voting rights”.

Each Share carri
See section “De.
Share Capital —

The Shares will be nsferﬁble subject to certain restrictions as
described under section “Important Information About this Prospectus”
and “Selling and Transfer Restrictions”™.

I3

Investors should carefully consider certain risks discussed under section
“Risk Factors” of this Prospectus.
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REASONS FOR THE OFFERING AND USE OF PROCEEDS

PRAVE
The Offering by the Selling Shareholder is aimed at in g!é’mg valte

the liquidity of the assets in its poﬁfollo

r its shareholders and at increasing

in the Offering.

63



DIVIDEND POLICY

According to the Company’s dividend policy, it is the Company’s intention to pay dividends, subject to
applicable law and commercial considerations (including, without limitation, applicable regulations,
restrictions, the Group’s results of operations, financial condition, cash requirements, contractual restrictions,
the Group’s future projects and plans).

The Company intends to pay-out, as ordinary dividends, minimum 90% of the distributable Company’s
separate yearly net profit starting from the financial year following the Offering. In addition, the Company
may decide through a GMS resolution to pay at its own discretion extraordinary dividends from the
Company’s retained earnings, if disposable.

Dividends for future financial years following the Offering will be declared on the basis of separate annual
financial statements prepared in accordance with the Order of Minister of Public Finance No. 2844/2016 and
related amendments. The General Meeting of Shareholders has the power to decide on the distribution of
dividends. Dividends are distributed pro rata to the contribution to the paid-in share capital (Shares owned
by the Company’s shareholders bearing equal and full rights to dividends) and are limited to the amount of
the results of the Company’s last financial year, increased by the profits brought forward at the end of the
last financial year and sums drawn from reserves available for this purpose, reduced however by the amount
of losses brought forward from previous financial years and by the sums placed to reserve in accordance
with the law or the Company’s Articles of Association and the New Articles of Association.

Under the Romanian Companies’ Law 31/1990 as amended and subsequently republished (the “Companies’
Law”) and in accordance with the Company’s Articles of Association and the New Articles of Association,
each fully paid Share gives its owner the right to receive dividends. As of the date of this Prospectus, all
Shares bear equal and full rights to dividends. TherKmnpany observes the one share, one vote, one dividend
principle. There are no preference Shares wj
one vote. Dividends are distributed to Aff de
participation in the paid-up share capital gf<the Company.

The Ordinary General Meeting of Shareho uéers;«ﬂif'z()'‘GMS") approving the distribution of dividends must also
determine the payment date on which the ¥#idends will be' paid to the entitled shareholders. The proposal
for the distribution of dividends made by the-Xlanigéntent Board will be submitted to the OGMS for a
vote, usually at the same meeting at which the audited annual financial statements of Hidroelectrica are
approved, respectively within 120 days of the end of the financial year. Payment of dividends is made only
to shareholders registered on the record date set by the Ordinary General Meeting of Shareholders in the
shareholders’ register. The record date must be set on a date that is at least 10 business days after the
Ordinary General Meeting of Shareholders approving the dividend payment takes place.

According to the regulations in force, the Company must publish, before the dividend payment date, a press
release in a nationwide newspaper specifying the value of the dividend per Share, ex-date, the record date
and the dividend payment date, as approved by the Ordinary General Meeting of Shareholders, as well as
the means of dividend payment and identifying information of the paying agent.

Currently, the distribution of dividends in Issuer is governed, among others, by GO 64/2001. According to
the latest, in the case of companies wholly or majority-owned by the State, the accounting profit remaining
after deduction of corporation tax shall be allocated, unless otherwise provided by special laws, in dividends
of minimum 50%. For further details of the Company's dividend policy, please refer to the policy available
on the Company's website.

The Company had no formal dividend policy in place in the period from 2020 to 2022, except for the
special provisions. The GMS dated 22 June has approved the new dividend policy of the Issuer, which is
published on the Issuer’s website. The new dividend policy of the Issuer is in line with the information in
this section of the Prospectus. The Company’s financial year begins on 1 January and ends on
31 December.



The table below sets forth dividends distributed by the Company in 2023°, 2022, 2021 and 2020 and the
pay-out ratio for the mentioned periods:

Figure 1:
2023 2022 2021 2020
(RON million)
Total dividends distributed to the Company’s
shareholders ...........ocoueevevcinieeiincree s 43494 3,830.9 2,286.4 2,003.3
Special dividend® distributed to the Company’s
Shareholders .........ccccecueeviieicciiiiieeeeeceee e 435.0 1,000.0 1,000.0 750.0
Regular dividends distributed to the Company’s
shareholders from the prior year net profit................. 39144 2,830.9 1,286.4 1,253.3
Net Profit of local GAAP separate financial SFRAVES
statements of the Company for prior year.................. 4,39m 1,451.6 1,386.5
Pay-out Ratio’ (Total Dividends/Net Profit)............... 126,9% 157.5% 144.5%
o i
S

® Distribution of dividends was approved by General Meeting of Shareholders on 28 April 2023. For more details, please see “Management
Discussion and Analysis of Financial Condition and Results of Operations — Recent developments and trends™

6 Special Dividends distributed from retained earnings representing amortized revaluation reserve.

7 Ratio calculated based on Net Profit of local GAAP separate financial statements of the Company.
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CAPITALIZATION AND INDEBTEDNESS

The following tables show the Company’s current and non-current debt, shareholders’ equity total
capitalization and net financial indebtedness based on the historical figures as at 31 March 2023.

The following tables should be read in conjunction with the sections “Selected Financial and Operating
Information”, “Use of Proceeds”, ““Management discussion and analysis of financial condition and results
of operations”, “Business” and the Unaudited Condensed Consolidated Interim Financial Statements and the
related notes.

Capitalization

As at 31 March,

2023

(in RON million)
Total CUITENE AEDL .......c.ooeieeiieiee ettt s e sab e sas s sareas o resens b e ereeanenns 99.6
Bank DOITOWINZS ...c....eeuiueireriieiniiricieniiinee ettt ss e s st be et 935
L88S€ HADIIIHIES. .....cceeevieieeecte ettt ettt ettt et e e s s as et s bbb e e r s 6.1
Total RON-CUrrent debt..............ocooiiiiiiiiiiie e e 375.2
Bank DOITOWINES ....ccvecverveeeeieeeenrerrereereiiistest et se b tesh e s b s sne s e be s s e et asnsnesnetes 367.9
LLEASE LHADILIIES. c.uveeiiiveieeeeeee it e ieteeite e et e esareeeteeese e e saeesaaeesstessbeeassnesaseesaneeemeeeeneeestae st e s ntesnnneas 7.3
Shareholder’s equity ...........cccceoevieenninininnns 23,321.0
Share capital.......c.ccooeevrercennicrennrienesiereeenns 5,513.5
Prepaid capital contribution from shareholde 10.8
Revaluation reserve.......ooveieeerervereeeeneenenns <. 10,917.1
Other TESEIVES ...cvveiurereierieeeeereeeeeeeeeeeenaeensd & 1,023.2
Retained €arings.........oooeeeeeeeeereereernsenserennnns) N e N 5,856.5
Total CAPIANZALION ..............ooovoooeo oo ST e sessses e ssss e ssssssees e 23,795.7

Net Financial Indebtedness

As 31 March,

2023
(in RON million)
A. Cash & cash equivalents!) ............o.coovvmimrieereeeecee et eareeoe 1,233.2
B. Investments i dePOSILS ........coueverrieereriiieiieiiciecer ettt 3,677.3
C. LiqUuidity (A)F(B) ..oceoveeeiieieeeieiceiiietertie ettt bbb s 4,9104
D. Total current debt............ccovuierieirieierirenrrete ettt seas 99.6
E. Total nON-CUrrent debt...........cccoivuireririmrtininiee ettt se et ss s nanaas 375.2
F. Total financial indebtedness (D)F(E) ......ccocoviriiiiiiniieicecreceerr s 474.8
G. Net financial indebtedness (F)~(C) ........cccoeriinmimnniniinin s (4,435.7)

(1) Includes bank accounts, bank deposits with maturity below 3 months, petty cash and cash equivalents.

Contingencies and Other Financial Obligations

Contingent liabilities amounted to RON 882.9 million as at 31 March 2023 (31 December 2022: RON
882.9 million; 31 December 2021: RON 736.7 million; 31 December 2020: RON 692.8 million). As at the
date of this Prospectus, the Company does not have any material changes in the contingent liabilities
compared to 31 March 2023.

No Material Changes

There has not been any material change in the capitalization and indebtedness positions of the Company
since 31 March 2023.
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Working Capital Statement

In the Company’s opinion, the Group’s working capital is sufficient to meet its present requirements over at
least the next twelve months from the date of this Prospectus.
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SELECTED FINANCIAL AND OPERATING INFORMATION

The summary consolidated financial and operating information set forth below shows the Group’s summary
of the Audited Consolidated Financial Statements and the Unaudited Condensed Consolidated Interim
Financial Statements for the periods indicated. Except for certain key operational metrics, the financial
information included under “Non-IFRS Measures” relates to financial information that has not been
extracted from the Audited Consolidated Financial Statements or the Unaudited Condensed Consolidated
Interim Financial Statements, which has been, however, extracted or results from management records or
accounting records.

The summary of the consolidated and operating financial information should be read in conjunction with
“Management Discussion and Analysis of Financial Condition and Results of Operations”, “Presentation of
Financial and Other Information”, as well as with the Audited Consolidated Financial Statements and the
notes thereto and the Unaudited Condensed Consolidated Interim Financial Statements and the notes
thereto, as contained elsewhere in this Prospectus.

Consolidated Statement of Profit or Loss and Other Comprehensive Income Information

Three months ended

31 March Year ended 31 December
2023 2022 2022 2021 2020
(RON million)
REVEINUE ......ooeeiiriiieieercrrcere et cestess st snsssanaerenses G272, 2,491.6 9,452.0 6,489.3 3,841.4
Other income ... L. ; 29.6 46.2 175.3 68.8
Turbinated Water ...........cocccuvevecinerrorimrenciesnesenesenns \ 1163. (110.9) (451.0) (540.1) (307.1)
Employee benefits €Xpenses..........oocuvvercenieininineae : { 1 . (130.1) (630.7) (589.8) (490.3)
Transport and distribution of electricity .. s ey (74.4) (498.1) (110.4) (72.8)
Electricity purchased........ccccoooeinmniienenenincnnn AG.e T i (40.4) (697.1) (90.1) (15.4)
Green certificates expense: (35.0) (183.2) (53.7) (14.0)
Depreciation and amortization LIS (191.9) (772.2) (760.5) (720.5)
Reversal of impairment loss on / (Impairment loss on) &
property, plant and eqUIPMENL.............coevevemierierierssianeinns 0.1 339 (23.9) (359.3) (106.0)
Impairment loss on trade receivables..........coeueireuriiinenee (35.0) 2.7) (43.5) (11.3) 0.1)
Repair, maintenance, materials and consumables.............. (18.3) (15.6) (82.3) (70.7) (104.6)
Tax for electricity producers.... (230.6) (369.0) (671.7) (133.4) 0.0
Other operating expenses (46.8) (38.5) (236.2) (189.5) (205.7)
Operating profit................... 1,984.7 1,546.5 5,208.4 3,755.7 1,874.0
FINANCe INCOME .....ueurerecririiiiicnsaeiriscsnseasaenenbesssssassessasens 87.8 28.3 247.2 73.2 62.0
Finance costs.... (10.8) 9.9) (38.1) (44.1) (29.4)
Net finance result .............c.ooovrnenrnnnene . 77.0 184 209.1 29.1 326
Profit before tax ..........c.ccooccueiiieniriiemiceeernee s 2,061.7 1,564.9 5,417.4 3,784.8 1,906.6
Income tax expense......... SO (338.4) (277.0) (953.4) (668.6) (348.6)
Profit for three months ended 31 March / the year
ended 31 December ............... 1,723.4 1,287.9 4,464.0 3,116.1 1,558.0
Earnings per share
Basic and diluted earnings per share (RON)..................... 3.84 2.87 9.95 6.95 3.48
Other comprehensive income
Revaluation of property, plant and equipment, net of tax. 0.0 0.0 1,777.8 3,856.6 0.0
Remeasurement of defined benefit liabilities, net of tax ... 0.0 0.0 (7.5) (13.3) (7.9)
Impairment of property, plant and equipment recognized
in revaluation reserve, net of tax .........ccoovveverevereennenennns 0.0 0.0 0.0 0.0 (24.4)
Other comprehensive inCOME .............cccoovvvviiiriecnnncnenne 0.0 0.0 1,770.3 3,843.3 (32.3)
Total comprehensive income............ccccooevniiniinennnnee. 1,723.4 1,287.9 6,234.3 6,959.5 1,525.8
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Statement of Consolidated Financial Position Information

As of
31 March As of 31 December
2023 2022 2021 2020
(RON million)

Assets
Non-current assets
Property, plant and equIpmMENt ...........cocoveeenreerernreneienrerenens 19,368.5 19,5214 18,001.0 13,8175
Intangible assets...... } 6.4 6.3 7.2 4.6
Restricted cash.......... 101.1 101.1 0.0 103
Deferred tax assets ....... 0.0 0.0 15.1 13.3
Investments in corporate bonds 358.0 3513 0.0 0.0
Other non-current assets 217.0 218.2 219.9 220.3
Total non-current assets...............cccoeevevevreevreereernieneeiinrenee. 20,050.8 20,198.2 18,243.2 14,065.9
Current assets
TNVENIOTIES ..ottt ettt 74.6 72.4 65.3 68.3
Green Certificates ......coouvrereieerecieeeeeetee e 0.0 0.0 34.8 0.0
Trade receivables .......c.ocvvreeviiieneieiiceeeeceeeee e 2,314.9 1,350.7 663.5 338.0
Investments in deposits and government bonds 3,677.3 3,034.7 2,561.5 1,730.1
Cash and cash equivalents 1,233.2 660.7 1,104.9 354.8
Restricted cash....... 0.0 0.0 10.3 0.0
Other current assets 177.4 1154 78.3 36.7
Total current assets LN N .Sl . 7,477.3 5,234.0 4,518.5 2,527.9
Total ASSELS ..........coeviiieieeiieeeeeeeeeeee et 27,528.2 25,432.2 22,761.7 16,593.9
Equity
Share capital ........cccocenreniecnrrnnecenieennns 5 5,513.5 5,513.5 5,513.3
Prepaid capital contribution from shareh 0.0 0.0 0.0
Revaluation reserve ...........ccoveevevueenenes 10,917.1 11,021.3 9,612.9 6,094.9
Other reserves........ 1,023.2 1,023.2 962.1 780.5
Retained earnings .. - 5,856.5 4,028.9 3,095.1 2,121.6
Total equity.................. 23,321.0 21,586.9 19,183.5 14,510.3

G At | — e e R e
Liabilities - i
Non-current liabilities
Bank borrowings ........ 367.9 390.5 483.9 34
Lease liabilities........... 7.3 7.6 89 14.6
Deferred income ..........ccocuveneeveveveevenieennenne 180.2 181.5 187.2 190.2
Deferred tax liabilities 1,311.9 1,315.9 1,017.2 3504
Employee benefits . 122.2 121.8 122.9 117.1
PrOVISIONS ....ocuveiiiiiieieeereierereenee et se e ee s ss bt senis 825.2 817.1 728.6 660.5
Trade payables........ 25.5 0.4 2.5 5.6
Other payables........ 89 5.8 18.9 30.9
Total non-current liabilities ....................c.ccoooooiiininn. 2,848.9 2,840.6 2,570.2 1,372.8
Current liabilities
Bank bOITOWINgS .......cccoiiuiiiiiicnienceeneeecee e 93.5 94.0 93.9 28.5
Lease Habilities........ccccrevreiiiireceniieceec et 6.1 7.8 3.6 6.4
Trade payables.........coverevinieincreirinteeeceeeeseceereee s 390.0 283.0 171.4 172.7
Contract liabilities 70.9 84.7 933 73.7
Current tax labilities.........oceeeeeeiiivierveneiceeeeeeteer s 514.4 172.0 1234 814
Deferred income..... 5.7 5.7 547 55
Employee benefits 99.3 105.8 94.4 1114
Provisions .............. 121.7 121.8 116.5 196.3
Tax for electricity producers 239 914 1334 0.0
Other payables............ 32.7 38.6 1723 34.8
Total current liabilities........................ccocovevinnnnnnnn. ) 1,358.3 1,004.7 1,008.0 710.8
Total liabilities.... T L L. e 4,207.2 3,8454 3,578.2 2,083.6
Total equity and liabilities ...............ccoooorvnveeniniinin, 27,528.2 25,432.2 22,761.7 16,593.9
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Statement of Consolidated Cash Flows Information

Cash flow from operating activities:

Profit for three months ended 31 March / the year ended
31 DECEMDET ..ottt
Adjustments for:

DEPIeCiation.........covveviiiineieiiere s
Amortization
Impairment loss / (reversal of impairment) on property,
plant and equipment, net
Impairment loss on trade receivables, net...
Write-down of Inventories..........coevererennnne
Gain from bargain purchase of subsidiaries
Loss / (gain) on disposal of property, plant and equipment
Net foreign exchange loss / (gain)...
INLErESt IMCOME. .....vvrvveverariiiaisiiriisieseras s sessssssssssassaenes
Interest expense
Income tax expense

Changes in:

Trade receivables
INVENLOTIES.......evvevrerieciiesetene e srebesesesesrenesenese s nssntenns
Restricted cash
Other assets
Trade payables
Deferred income................
Employee benefits
PLOVISIONS ... verveerveerecesseseseesssessesesssssssaessesssssssnssssons :
Other payables .........ccooeururirieerninieenieitste e

Interest paid
Income tax paid

Net cash from operating activities

Cash flow from investing activities:

Payments for acquisition of property, plant and equipment
Payments for acquisition of intangible assets
Proceeds from the sale of property, plant and equipment.
Payments for acquisition of corporate bonds............cc.......
Payments for deposits heid for investment purposes
Proceeds from deposits held for investment purposes ......
Payments for acquisition of government bonds.
Proceeds from maturity of government bonds...
Interest received
Payments for acquisition of subsidiaries, net of cash
acquired

Net cash used in investing activities

Cash flow from financing activities:

Proceeds from issue Of Shares.........cccouvvrreecieeieiecienennncns
Proceeds from borrowings....
Repayment of borrowings .
Lease payments
Dividends paid

Net cash used in financing activities..............ccooeeeeeee.

Net increase/(decrease) in cash and cash equivalents...
Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 March / 31 December

Three months ended

31 March Year ended 31 December
2023 2022 2022 2021 2020
(RON million)

1,723.4 1,287.9 4,464.0 3,116.1 1,558.0
197.7 191.3 770.0 758.1 719.3
0.5 0.6 2.2 2.4 1.2
(0.1) (33.9) 239 359.3 106.0
35.0 2.7 435 11.3 0.1
0.0 0.0 0.6 5.1 0.8
0.0 0.0 0.0 (31.5) (26.3)

0.0 (0.0) 2.1 3.6 6.5
(0.1) 0.2) 0.6 8.8 1.8
(86.5) (28.3) (243.7) (72.1) (62.0)
2.8 1.2 10.6 15.9 11.0
338.4 277.0 953.4 668.6 348.6
2,210.9 1,698.3 6,027.1 4,845.7 2,665.0
(998.9) (277.0) (730.6) (332.3) 9.6)
(2.8) (7.8) 2.0) (3.8)

(0.8) (90.8) 0.0 0.0
(64.5) 14.3 (14.1) (18.6)
46.2 91.0 30.4 (12.7)
(1.4) 5.7 2.9) (5.5)

6.7) (4.8) @7.1) 132

7.7 88.4 (37.2) 69.6

(167.1) (215.0) 264.6 33.8

1,213.3 ; /’ 1,232.0 5,166.2 4,725.0 2,731.5
L)) (0.4) @7 (1.6) (1.5)
0.0 0.0 (928.2) (675.9) (453.3)
1,210.5 1,231.5 4,235.3 4,047.5 2,276.7

(41.8) (29.8) (169.0) (176.8) (167.3)
(0.6) 0.0 (1.2) (2.4) 2.4)

0.0 0.2 0.2 0.0 0.5

0.0 0.0 (3513) 0.0 0.0
(3,630.0) (2,250.0) (8,575.0) (5,013.0) (3,210.0)
2,980.0 100.0 7,898.0 4,430.0 3,215.0
0.0 0.0 0.0 (235.4) 0.0

0.0 235.4 235.4 0.0 0.0
79.0 142 212.0 53.9 63.8
0.0 0.0 0.0 (598.3) 9.4
(613.9) (1,930.0) (750.9) (1,541.9) (91.0)
0.0 0.0 0.0 0.0 0.4

0.0 0.0 0.0 635.2 0.0
(22.8) (23.0) 93.3) (97.6) (44.3)
(1.9) (1.4) (4.4) (6.8) (6.6)

0.0 0.0 (3,830.9) (2,286.4) (2,003.3)
@4.7) (24.3) (3,928.6) (1,755.5) (2,053.8)
5724 (722.8) (444.2) 750.0 1319
660.7 1,104.9 1,104.9 354.8 223.0
1,2332 382.1 660.7 1,104.9 354.8



Non-IFRS Measures
EBITDA and Adjusted EBITDA

For the three

months ended

31 March For the year ended 31 December
2023 2022 2022 2021 2020
(RON million)
Profit for the period/year ............cccocevuereciimnirccncicneenns 1,723.4 1,287.9 4,464.0 3,116.1 1,558.0
Income tax expense 3384 277.0 953.4 668.6 348.6
INterest iNCOME......c.corvirveeiireirice et eeeresresenens (86.5) (28.3) (243.7) (72.1) (62.0)
Interest expense, including unwinding of non-current
PIOVISIONS ....coiiiiiiicie et en s 10.8 8.1 389 33.0 27.6
Depreciation and amortiZation................cecoeereecucereneerseerennas 198.2 191.9 772.2 760.5 720.5
EBITDA ......coooiiiiiiiic et 2,184.3 1,736.6 5,984.8 4,506.2 2,592.7
(Reversal of) / Impairment loss on property, plant and
EQUIPMENL.....c.cerrerrcecrennns ©.1) (33.9) 23.9 359.3 106.0
Gain from bargain purchase of subsidiaries ...................... 0.0 0.0 0.0 (31.5) (26.3)
Adjusted EBITDA .... 2,184.2 1,702.7 6,008.6 4,834.0 2,672.4
REVENUE .....ccuviiiiiciiiceec et es s 3,272.1 2,491.6 9,452.0 6,489.3 3,841.4
EBITDA Margin (%6) .......cccooeierimeerrerenecnesrncennsensanene 66.8 69.7 63.3 69.4 67.5
Adjusted EBITDA Margin (%) ..cccccocvenvevriienencereennns 66.8 68.3 63.6 74.5 69.6

Adjusted Net Debt/(Cash) and Adjusted Net Debt/(Cash) to Adjusted EBITDA Ratio

As of and
for the
three
months
ended As of and for the year ended
31 March 31 December
2023 2022 2021 2020
(RON million)
Bank BOImOWINGS.......ccccvceviirerinierierieirreeeeseeseereseenns 4614 484.5 577.8 31.9
Lease liabilities 134 15.4 12.5 21.0
Cash and cash equivalents...........cccccooevrvenenenennnccnne (1,233.2) (660.7) (1,104.9) (354.8)

Short-term Investments (investments in deposits and
government bonds) .......cccecevieieieiieneie e

(3,6773)  (3,0347)  (2,561.5)  (1,730.1)

Adjusted Net Debt/(Cash)................ccoooorovrrerrrvrereeren

@44357)  (3,1956)  (3,076.1)  (2,032.0)

Adjusted EBITDA ...

2,184.2 6,008.6 4,834.0 2,672.4

Adjusted Net Debt/(Cash) to Adjusted EBITDA
Ratio (%0) .vovoivere vttt

2.0) 0.5) (0.6) 0.8)

Adjusted Cash Conversion

For the three months ended

31 March For the year ended 31 December
2023 2022 2022 2021 2020
(RON million)
Net cash from operating activities.............. 1,210.5 1,231.5 4,2353 4,047.5 2,276.7
Adjusted EBITDA ........cccoooeeiiinnee 2,184.2 1,702.7 6,008.6 4,834.0 2,672.4
Adjusted Cash Conversion 0.6 0.7 0.7 0.8 0.9
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MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following management’s discussion and analysis of the Group’ financial condition and results of
operations for the three months ended 31 March 2023 and 2022 and the years ended 31 December 2022,
2021 and 2020 should be read in conjunction with the rest of this Prospectus, including the Audited
Consolidated Financial Statements and Unaudited Condensed Consolidated Interim Financial Statements, the
notes thereto and the independent auditors report thereon, which are included elsewhere in the Prospectus.
Except as otherwise stated, the financial information in this section is derived from the Audited
Consolidated Financial Statements, which have been prepared in accordance with IFRS-EU, and the
Unaudited Condensed Consolidated Interim Financial Statements, which have been prepared in accordance
with IAS 34 Interim Financial Reporting as adopted by the European Union. For a discussion of the
presentation of the Group’s historical financial information included in this Prospectus, see “Presentation of
Financial and Other Information”.

The following discussion contains forward-looking statements that involve risks and uncertainties. The
Group's future results could differ materially from those discussed below. See “Important Information about
this Prospectus — Cautionary Note Regarding Forward Looking Statements”. Factors that could cause or
discussed in particular in the sections

Overview

The Company is the leading electricity producer in Ro lea’ in terms of ¢ ectricity produced (see figure 6 in
“Industry Overview and Key Trends”), a large hydro play®r m Europey, ‘and the main provider of ancillary
services in Romania, playing an instrumental role in the a ty of the NES. The Company owns and
operates 182 hydropower plants and five pumping stations with a total installed hydropower generation
capacity of 6.3 GW as of March 2023, which had a net generation® of 13,245,412 MWh in the year ended
31 December 2022, and a wind farm with an installed capacity of 108 MW consisting of 36 Vestas V112
type turbines of 3 MW each, which had a net generation of 298,874 MWh in the year ended 31 December
2022. The Group aims to maintain its position as a local and regional leader in producing ‘green energy’
and supporting the transition to a low-carbon and energy-efficient economy. The Company seeks to play a
proactive role in decarbonizing the economy while accelerating a profitable and diversified growth in terms
of technological installed capacity. With the aim to capitalize the positive trend towards a renewable energy
environment, the Company seeks to develop its power generation portfolio by acquiring new green energy
projects, particularly onshore and offshore wind facilities and photovoltaic projects.

The Company has been committed to being 100% renewable since its inception and has played a key role
in the early design and creation of technological and operatlonal concepts that have become standard in its
industry.

The Company is also an electricity wholesaler as well as a supplier of electricity directly to end customers
(retail sales), including households (residential) and non-households (industrial businesses, automotive,
telecommunications and constructions). As of 31 December 2022, the Company supplied electricity to more
than 482,000 final consumers (locations of energy delivered to). As a hydro and, more recently, a wind
energy producer, the Company benefits from a synergy between the generation and supply portfolios, from
the diversification of the portfolios (e.g., expansion into other renewable sources such as wind in its
generation portfolio and growth of its supply segment), and from green certification scheme (for more
details please see “Key factors impacting results of operations — Regulations — Green certificates” and
“Business — Business and Operations — Electricity Generation — Green certificates” below). The
Company’s sole and wholly owned subsidiary is Hidroserv, which provides maintenance and repair services
for hydropower assets and has been undergoing insolvency proceedings since October 2016.

The Group’s scale and proven track record in commissioning and managing hydropower generation projects
contributes to its competitiveness and know-how in this space, and allows the Group to be strategically
positioned to benefit from growth opportunities offered by Romania’s transition to green energy.

8 Net generation refers to gross generation of electricity less energy consumed internally (see, “Business—Overview”)
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Operating segments
The Group has identified two reporting segments based on the operating licenses owned:

®  electricity generation: generation of electricity through the operation of hydropower plants, micro-
hydropower plants (“MHPP”) and wind turbines, rendering of system services to the system operator
(meaning making available an agreed generation capacity for the balancing needs of the energy
system); electricity produced is sold mainly to electricity suppliers and entities that trade electricity on
the wholesale electricity market, as well as supplied to final consumers through the electricity supply
segment (through internal transfer); electricity generation segment includes also system services and
generation of electricity for system balancing which are billed to the system operator, Transelectrica;
and

] electricity supply: supply of electricity to non-households and households final consumers. Electricity
supplied to final consumers is mainly generated by the electricity generation segment, and where there
is a gap, this is covered through spot or forward electricity purchases.

The Group presented segment information for the first time in its financial statements as at and for the year
ended 31 December 2022, together with comparative information for the years ended 31 December 2021
and 2020. For the years ended 31 December 2021 and 2020, revenue and profit before tax of the supply
segment represented less than 10% of Group’s total revenues and the Group’s total profit before tax.

The Management Board of the Company reviews management reports of each segment. Segment profit
before tax is used to measure performance because the Company’s management believes that such
information is one of the most relevant in evaluating the results of the relevant segments. Total segment
assets and total segment liabilities are not included in the management reports reviewed by the Management
Board.

The table below sets out key revenues and expenses line items of the Group’s segments for the three
months ended 31 March 2023 and 2022, and the years ended 31 December 2022, 2021 and 2020.

Total for
Electricity Electricity reportable  Inter-segment Consolidated
Three months ended 31 March 2023 generation supply segments eliminations total

(in RON million)
External revenues............cc...... 2,117.1 1,155.0 3,272.1 0.0 3,272.1

Inter-segment reVeNUE. ..........cocourerierirreiirrrinienions 368.1 0.0 368.1 (368.1) 0.0

Segment revenue............ccoccooveveecinincnnan. X AL \2,485.1 1,155.0 3,640.2 (368.1) 3,272.1

Segment profit before tax - 1\703.6 358.1 2,061.7 0.0 2,061.7

Net finance income/(Cost).........cccourevvennenne vessa ) 75.7 1.2 77.0 0.0 77.0

Amortization and depreciation 198.2) (0.0 (198.2) 0.0 (198.2)
Reversal of impairment loss on property, pl ./

EQUIPMENL......cveenirerireeranies N 0.1 0.0 0.1 0.0 0.1

Electricity purchased. i (43.6) (423.2) (466.9) 306.7 (160.2)
Green Certificates EXPenses.........cocwurermrereenuerecrerererenecens 0.0 (98.3) (98.3) 61.4 (36.9)
Employee benefits expenses. . (155.4) (2.5) (157.9) 0.0 (157.9)
Turbinated Water ..........covvvvereveuereererenresceirisereesieenseeseneaes (163.6) 0.0 (163.6) 0.0 (163.6)
Tax for electricity producers..........coucvrercecrerecrercrnenrnrennecs (230.6) 0.0 (230.6) 0.0 (230.6)
Transport and distribution of electricity. (16.1) (234.3) (250.4) 0.0 (250.4)
Other EXPENSES......c..cvcvvieieirincrereirereninaens (60.3) (39.8) (100.1) 0.0 (100.1)
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Three months ended 31 March 2022

EXternal reVENUES..........cccecurvmveniireenicsisinesieniiesensesssnens
Inter-segment rEVENUE. ..........cooueveievvrrreeenmmrrisiesnnsesessenns

Segment revenue ..............ccooveviieeieiereneieinnsessse s
Segment profit before tax ...

Net finance income/(COSt)......c.oouriririiierinniviiriinnininennnns
Amortization and depreciation ........

Reversal of impairment loss on propeny, plant and
EqUIPIMENL. ... .5 ittt ensiestscssasessassosessiiesossonseaseanns
Electricity purchased...........ccocevviviinnnninnns

Green certificates expenses.
Employee benefits eXpenses ..........ccovvvveeerirensiiernceeininnnes
Turbinated Water ..........cccovivvimriiniereinirecees s
Tax for electricity producers.............
Transport and distribution of electricity ..
Other EXPENSES....c.ueerrermreriniirivirisiiseiisisieessesseesssssssssssenses

Year ended 31 December 2022

EXternal FEVENUES.........covvvruereuciermeeesienienacnteesesiseniassencsenens
INter-segment TEVENUE..........cervriirisieresesernesssinesessnsesssens

Segment TEVENUE ..........cccccovruieririreierereieteennse s

Segment profit before tax ..o

Total for

Net finance income/(CoSt)........covorrerererermemserininny 3
Amortization and depreciation
Impairment loss on property, plant and equipyy
Electricity purchased..........
Green certificates expenses

Year ended 31 December 2021

EXternal reVENUES........c.ccevererierererrerreecenneesesieissesisesnnens
[nter-segment rEVENUE..........ccovrurueurveeerererenenemiese i issenns

SegMENt FEVENUE ............coovirererriieetciert st

Segment profit before tax ...

Net finance income/(cost).....
Amortization and depreciation ..............c.ceeeeeieriiiniiieinnnns
Impairment loss on property, plant and equipment ..
Electricity purchased......
Green certificates expenses...
Employee benefits eXPenses............cocoeererceraiincieriinnnnns
Turbinated WAater ..ot
Tax for electricity producers .
Transport and distribution of electriCity...........ccoovrurnnne.
Other expenses

Electricity Electricity reportable  Inter-segment Consolidated
generation supply segments eliminations total
(in RON million)
2,045.5 446.1 2,491.6 0.0 2,491.6
158.3 0.0 158.3 (158.3) 0.0
2,203.8 446.1 2,649.9 (158.3) 2,491.6
1,379.5 185.3 1,564.9 0.0 1,564.9
18.2 0.1 18.4 0.0 18.4
(191.9) (0.0) (191.9) 0.0 (191.9)
339 0.0 339 0.0 339
(40.4) (154.5) (195.0) 154.5 (40.4)
(2.9) (35.9) (38.7) 3.8 (35.0)
(128.4) (1.7) (130.1) 0.0 (130.1)
(110.9) 0.0 (110.9) 0.0 (110.9)
(369.0) 0.0 (369.0) 0.0 (369.0)
(9.0) (65.4) (74.4) 0.0 (74.4)
(53.5) 3.3) (56.8) 0.0 (56.8)
Total for
Electricity Electricity reportable  Inter-segment Consolidated
generation supply segments eliminations total
(in RON million)
7,303.0 2,149.0 9,452.0 0.0 9,452.0
854.3 0.0 854.3 (854.3) 0.0
8,157.2 2,149.0 10,306.2 (854.3) 9,452.0
4,911.3 506.2 5,417.4 0.0 5,417.4
04.7 44 209.1 0.0 209.1
(MH2.1) (0.0) (772.2) 0.0 (772.2)
2 @239 0.0 (23.9) 0.0 (23.9)
(583.2) (937.7) (1,519.9) 822.8 (697.1)
(34.8) (179.9) 214.7) 315 (183.2)
(622.2) 8.5) (630.7) 0.0 (630.7)
. 1451.0) 0.0 (451.0) 0.0 (451.0)
671.7) 0.0 671.7) 0.0 (671.7)
(43.3) (454.8) (498.1) 0.0 (498.1)
(295.8) (66.2) (362.0) 0.0 (362.0)
Total for
Electricity Electricity reportable  Inter-segment Consolidated
generation supply segments eliminations total
(in RON million)
6,070.8 418.5 6,489.3 0.0 6,489.3
229.6 0.0 229.6 (229.6) 0.0
6,300.4 418.5 6,718.9 (229.6) 6,489.3
3,717.2 67.6 3,784.8 0.0 3,784.8
29.1 (0.0) 29.1 0.0 29.1
(760.3) 0.2) (760.5) 0.0 (760.5)
(359.3) 0.0 (359.3) 0.0 (359.3)
(90.1) (222.5) (312.6) 2225 (90.1)
(19.8) (41.0) (60.9) 72 (53.7)
(585.6) 4.3) (589.8) 0.0 (589.8)
(540.1) 0.0 (540.1) 0.0 (540.1)
(133.4) 0.0 (133.4) 0.0 (133.4)
(49.2) 61.2) (110.4) 0.0 (110.4)
(248.5) (23.0) (271.5) 0.0 (271.5)
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Total for
Electricity Electricity reportable  Inter-segment Consolidated
Year ended 31 December 2020 generation supply segments eliminations total

(in RON million)

EXternal reVENUES..........ccocvevereeremrerirnnreirereeeereteseeveseseessenns 3,619.1 2224 3,841.4 0.0 3,8414
Inter-segment revenue 108.0 0.0 108.0 (108.0) 0.0
Segment revenue ...........cccovvvverenereeerenenrresee e 3,727.1 222.4 3,949.5 (108.0) 3,841.4
Segment profit before tax .................ccocovcennnenneiiens 1,851.1 55.5 1,906.6 0.0 1,906.6
Net finance inCOME/{COSL)......c.oeeverrrrrrrererererereierercieaenas 32.6 0.0 32.6 0.0 32.6
Amortization and depreciation ............c..ccceeerirrrrerernnnns (720.5) (0.0) (720.5) 0.0 (720.5)
Impairment loss on property, plant and equipment ........... (106.0) 0.0 (106.0) 0.0 (106.0)
Electricity purchased...........ccoc.vceeeeerevrenniennenernnnserressennns (15.4) (104.5) (119.9) 104.5 (15.4)
Green Certificates eXPENSES.........ccovueurerrmrerereeeensesasseineresnens 0.0 (17.5) (17.5) 3.6 (14.0)
Employee benefits €Xpenses.........oceuvveveerernreririreerereesenns (489.6) ©.7) (490.3) 0.0 (490.3)
Turbinated Water .........coceeveerirenniereeieseeiee e (307.1) 0.0 (307.1) 0.0 (307.1)
Transport and distribution of electricity.............coceererrennee. 31.9) (40.9) (72.8) 0.0 (72.8)
Other expenses................... (310.2) 0.2) (310.3) 0.0 (310.3)

Other expenses reported by the segments consist of the following line items of the consolidated statements
of profit or loss and other comprehensive income: repair, maintenance, materials and consumables,
impairment loss on trade receivables and other operating expenses.

Inter-segment revenue includes the value of electricity produced and transferred within the Company from
its generation portfolio (electricity generation segment) to its supply portfolio (electricity supply segment) of
RON 334.6 million and RON 1394 million for the three months ended 31. March 2023 and 2022,
respectively and of RON 714.1 million, RON 166.6 million and RON 104.5 million for the years ended
31 December 2022, 2021 and 2020, respectively, as well as the values of green certificates and energy in
balancing transferred from its generation segment to its supply segment. Inter-segment revenues for the three
months ended 31 March 2023 and 2022 and the years ended 31 December 2022 and 2021 were calculated
based on a methodology approved by the Management Board : 20273 and for the year ended 31 December
2020 based on a methodology approved by the Managemeny#Board in 2018y The methodology used for the
three months ended 31 March 2023 and 2022 and the ,ffears ended 31 December 2022 and 2021 for
computing transfer price between the two segments was hased on the a'\7erag_ electricity generation cost in
the last 12 months ending two months prior to the cgdculation  month, plus an internal margin. The
methodology used for the year ended 31 December 2020 wA_based on the electricity generation cost for the
preceding second month before the calculation month, plus anNgternal \margin.

Key factors impacting results of operations

The following are the key factors that have impacted, and are expected to continue to impact, the Group’s
results of operations.

Regulations

The Group operates in a highly regulated industry. Electricity generation, trading and supply and ancillary
services, are all subject to a broad range of regulatory regimes. See “Regulatory Matters” for more
information regarding the applicable regulations and “Risk Factors—Risks relating to the Group’s business
and the industry in which it operates—Changes in regulations or government policies, particularly as a
result of increased governmental intervention in the electricity market, could materially and adversely affect
the Group’s business”. The Energy and Natural Gas Law no. 123/2012 (the “Energy Law”) establishes the
regulatory framework for companies operating in the electricity market in Romania, including producers and
suppliers of electricity. In addition to the heavily regulated environment in which the Group operates, the
Romanian Government tends to intervene actively in the energy markets to, among other things, control
electricity prices. The Company has licenses and permits for operating its generation and supply segments as
detailed in “Business—Materials licenses™.

Generation and wholesale

In Romania, the generation of electricity is governed by the Energy Law, as well as other applicable
regulations, and subject to regulation and licensing by ANRE. The Company’s License No. 332/2001 was
obtained in 2001 for the commercial operation of the power generation capacities, including the provision of
ancillary services. The Company’s license for the electricity production and ancillary services was updated in
2022 and will expire on 24 July 2026 (see section “Regulatory Matters — Energy Matters — Licences
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obtained by the Company to participate on the Romanian electricity market — Energy generation”). As an
energy producer, the Company is subject to numerous obligations, such as compliance with dispatching
orders issued by the TSO, ensuring electricity measurement activities and complying with all obligations
regarding environmental protection and water management. All of the Group’s revenues generated from its
electricity generation and wholesale are reflected as the wholesale of electricity in the consolidated statement
of profit or loss and other comprehensive income.

Historically, the wholesale of the energy produced by the Company was conducted on the wholesale markets
of OPCOM according to the specific rules of each market. In general, the prices for such transactions were
determined by the supply and demand of such market. However, in 2020, the Company had to deliver
electricity on the regulated market with a price cap according to ANRE Order 10/2019. The energy was
sold directly to the suppliers of last resort, resulting in regulated average price of 109.5 RON/MWh and
quantity delivered on the regulated market of 3,154 TWh.

Under the CEPM, the Company is currently required to sell to OPCOM, as the sole purchaser, at a fixed
price of RON 450/MWh energy representing: (i) an amount of 80% of its yearly estimated quantities of
available energy, as approved by Transelectrica and communicated to ANRE, and (ii) its monthly revised
estimated available energy. In order to calculate available energy, the Company deducts from the forecasted
quantities of energy the following: (i) energy quantities under wholesale and retail contracts in force as at
11 November 2022; (ii) forecasted quantity of energy required for balancing; and (iii) electricity produced
by hydro assets with an installed capacity of less than 10 MW and electricity produced by wind capacities.
For more details, please see “Risk Factors—Risks relating to the Group’s business and the industry in which
it operates—Changes in regulations or government policies, particularly as a result of increased
governmental intervention in the electricity market, could materially and adversely affect the Groups
business”.

The Company is also required to contribute to the Energy Transition Fund in the form of a windfall tax for
electricity producers. This contribution is payable from 1 September 2022 to 31 March 2025 and is levied
where the net monthly average selling price exceeds RON \ (for more details, see “Description of

Supply S gl
The Company conducts electricity supply activities b %d onits license as an end supplier. The Company’s
supply License No. 2215/2020 is valid for 10 years #h the possibility of requesting a new one at least
60 days before the expiry of the validity thereof. Th.diberalisation”of the Romanian electricity supply
market started in 2014, with the final stage taking place ©On-+-January 2021, when the household retail
market was deregulated (meaning that the tariffs for supply of electricity have been deregulated for
households). All of the Group’s revenues generated from its electricity supply are reflected as the electricity
supplied to final consumers (retail sales) in the consolidated statement of profit or loss and other
comprehensive income. Revenues from the Group’s supply segment include pass through costs, which are
green certificate costs, costs of transporting and distributing electricity, costs of introducing the electricity to
the grid, and system servicing costs. The Group also categorizes its revenues corresponding to these pass
through costs as pass through revenue’. The following table represents information in relation to the
revenues the Group generated from its supply segment for the three months ended 31 March 2023 and for
the years ended 31 December 2022, 2021 and 2020:

9 “pass through revenues”: revenues received by the Group to cover all pass through costs which were invoiced to the Group by their
respective beneficiaries. The Group in turn invoiced these costs (on behalf of their beneficiaries) to the Group’s final consumers, together with
revenues derived from green certificates the Group generated internally and delivered energy (of which the Group is the beneficiary).
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For the three
months ended

31 March For the year ended 31 December
2023 2022 2021 2020

Total Production Sold™...........cccourrevvvvvcerimsnrnrrereersessnennenns TWh 4.5 13.5 16.7 14.6
External Acquisition'' TWh 0.4 1.1 0.6 1.4
Total Electricity Sale' TWh 438 14.7 17.4 16.0
Balancing'™ .........coceucminerereereeesecenneea s TWh 0.1 0.9) 0.9) 0.5)
Supply Sale............. TWh (1.5) (3.7 (1.0) (0.6)
Generation Energy Sold'*® TWh 33 10.2 154 14.8
Supply Volume'® ............oooovoeioeereeeee e TWh 1.5 3.7 1.0 0.6
Supply Price (Ex-Pass Through)'”..........cceevvvveimrrricennnnns RON / MWh 556.4 414.4 3100 262.0
Supply Revenue from Delivered Energy™®..................... RONm 822.4 1,522.8 319.0 164.0
Adjusted Pass Through Revenue' .................... RONm 332.6 626.2 99.5 58.4
Adjusted Pass Through %% ........cccoovvvveemmrmrrrrrereeereneneenns % 40% 41% 31% 36%
Revenue from electricity supplied to final consumers

(etail SALES)............vvoveeeceeeeeneeesseseesst s essesessseresens RONm 1,155.0 2,149.0 418.5 2224

GEO 119/2022 established an electricity price cap for consumers as follows: (i) for household electricity
consumers, depending, among others, on the period of consumption, the monthly consumption, if medical
equipment are used, social condition, between RON 0.68/kWh and RON 1.3/kWh; (ii) for non-household
consumers, depending, among others, if the consumer is a small and medium-sized enterprise, an economic
operator from the food industry, authority or local public institution, a public or private hospital etc.,
between RON 1/kWh and RON 1.3/kWh. These protection measures are expected to be applicable until
31 March 2025. See “Regulatory Matters—Energy Matters — The Energy Market in Romania — Electricity
supply — Measures taken to protect the consumers from electricity price increases”.

As the Company is also an energy producer, its supply obligations are generally fulfilled by transferring the
energy produced in its generation segment to its supply segment through an internal procedure. For more
details regarding the Company’s methodologies in calculatipg Chiter:$égment revenues, see “Operating
Segments” If, however, the Company requires additional ene ~for its supply\segment based on its supply

license, the Company can purchase the necessary energy froffjthe market.

a

Ancillary Services

The anc1llary servnces market is the energy market on wh1ch a,lancmg servnc are traded (except for those
ay be any service necessary for
the operation of transmission or distribution systems including balancmg services and system services other
than frequency stability services, but not including congestion management. All of the Group’s revenues
from its ancillary services are reflected in the system services line item of the revenue.

TSO may acquire system, capacity and electricity services from all market participants that fulfil the
necessary technical requirements, including from the Company, dispatchable customers, operators of energy
storage installations and aggregators, based on a transparent, non-discriminatory and market-based procedure,
approved by ANRE. TSO conducts regular competitive tenders for ancillary services, acquiring ancillary
services at tariffs established based on calculations made according to ANRE regulations.

10 “Total Production Sold” represents the volume of electricity the Group generated from its hydro and wind sources and sold, less any
electricity the Group consumed internally.

! «“External Acquisition” represents the volume of electricity that Group acquired from third parties.

12 “Total Electricity Sale” represents the total volume of electricity the Group sold on all markets, including wholesale, retail and balancing
markets.

13 “Balancing” represents the volume of electricity the Group sold on the balancing market.

14 “Supply Sale” represents the volume of electricity the Group sold to final consumers in the supply segment.

'3 “Generation Energy Sold” represents the volume of electricity the Group sold other than Balancing and Supply Sale.

16 «“Supply Volume” represents the volume of energy the Group delivered and invoiced to its final consumers.

17 “Supply Prices (Ex-Pass Through)” represents the price for the energy the Group delivered and invoiced to its final consumers.

18 “Supply Revenue from Delivered Energy” represents the revenues the Group generated from energy the Group delivered and invoiced to its
final consumers.

19 «“Adjusted Pass Through Revenue” represents any revenues the Group generated in its supply segment other than Supply Revenue.
Adjusted Pass Through Revenue consists of pass through revenues, as well as revenues resulting from green certificates the Group generated
internally.

- “Adjusted Pass Through % represents Adjusted Pass Through Revenue in percentages of Total Supply Revenue.
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Green certificates

The support scheme through green certificates in Romania was adopted in order to incentivize the generation
of electricity from renewable energy sources. Green certificates may be granted to hydropower plants with
an installed capacity of up to a maximum of 10 MWh, as well as for wind farms and other renewable
technologies. The number of green certificates that a producer is entitled to receive depends on the type and
age of the powerplants.

The Company’s wind farm, with an installed capacity of 108 MW, located in Constanta County, Romania
(“Crucea Wind Farm”) receives 0.75 green certificate for each 1 MWh delivered into the grid from wind
capacities until 2029. The Company also receives a small number of green certificates for some of its
micro-hydropower plants. For more details on green certificates, see section “Regulatory Matters — Energy
Matters — Licences obtained by the Company to participate on the Romanian electricity market — Energy
generation — Support scheme through green certificates”. These certificates can then be sold on the
specialized markets operated by OPCOM to electricity suppliers, who are required by law to obtain a certain
number of certificates each year to meet their renewable energy obligations. The Company may, and does,
transfer its green certificates from the generation portfolio to the supply portfolio, which are then included
as pass through costs charged to final consumers, while the remaining certificates may be sold on OPCOM
markets. This means that in case the demand on the market for certificates is not high enough, the

Hydrological and other weather and climatic conditions

The Group’s results of operations are directly affected b hydnologlcal con ltlons, such as precipitation,
evaporation, infiltration, runoff, groundwater recharge, and Vpg_ter storage in /natural systems, affecting the
amount of water that feeds into the rivers or reservoirs acro -h)(drop(xwer plants catchment areas. These
conditions may be subject to significant variation. The Group has™182" hydropower plants and five pumping
stations in seven different regions across Romania. All of the Group’s hydropower plants are dependent on
the prevailing hydrological conditions in those regions. In particular, higher water levels lead to higher
electricity generation, whereas lower water levels result in reduced electricity generation, in each case
without an impact on the Group’s operating expenses. Accordingly, fluctuations in water levels generally
have a direct impact on the Group’s revenue in its sale of electricity and electricity supply to final
consumers. The impact of hydrological conditions is more evident in case of the run-of-river hydropower
plants compared to the storage hydropower plants (see “Business—Business and Operations—Electricity
generation™). The use of both the run-of-river and storage hydropower plants allows the Company to have a
flexible approach in selling the electricity in the wholesale and supply market, adapting to meet its
contractual obligations while delivering ancillary services to the TSO. The Group also uses third party
providers for forecasting hydrology, which allows visibility of conditions three months ahead, with some
degree of uncertainty. In addition, the Group’s hydropower plants are exposed to weather related issues,
such as droughts, extreme temperature or storms, high winds, lightning, and hail. Such severe weather
conditions may damage the Group’s plants and interrupt the Group’s operations, resulting in higher
maintenance and repair expenses (for the damage these conditions may cause to the hydropower plants and
equipment) as well as reduced revenue from the sale of electricity. See “Risk Factors— Risks relating to the
Group's business and the industry in which it operates—The Group's electricity generation and the demand
for the Group’s electricity are subject to climatic conditions that may not be within the Groups control.
Further, climate change and episodes of extreme weather events could have an adverse effect on the
Group's production equipment (commissioned and planned to be commissioned)”

Generally, Romania enjoys greater levels of water flows from March to June. During these months, the
Group’s hydropower plants, particularly its run-of-river hydropower plants, dispatch significantly more
electricity compared to the rest of the year. Historically, while hydrological conditions in Romania have
varied, the Group’s geographical diversification of its generation portfolio has partly reduced the hydrology-
driven volatility of the generation activities. The Group’s gross generation of electricity from its hydro and
wind sources (without excluding electricity consumed internally within the Group) were 13.9 TWh, 17.1
TWh and 15.0 TWh for the years ended 31 December 2022, 2021, and 2020, respectively; the ten-year
average for gross hydropower generation by the Company from 2013 to 2022 was 15.9 TWh per year.

The Group’s results of operations are also to some extent impacted by wind conditions, such as wind speed
and direction. The Group has one wind farm (Crucea Wind Farm) located in Constanta County, Romania.
Wind conditions may impact the load factors achieved by Crucea Wind Farm, and thereby its generation of
electricity. As part of its renewable energy diversifying and growth plan, the Group intends to increase its
wind capacity and develop its solar capacity by investing in onshore and offshore wind farms and
photovoltaic parks. The energy output generated from these wind farms and photovoltaic parks would be
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subject to wind and solar conditions. Even if the Group’s long-term forecasts of these conditions are
assessed correctly, actual wind and solar conditions may fluctuate within any given year and deviate from
the long-term average load factors, causing significant generation volatility in the performance of the
Group’s wind farms and photovoltaic parks.

Electricity prices

The Group’s results of operations are also impacted by the prices that the Group sells its electricity in its
trading and supply portfolios. Market electricity prices depend on the supply of, and demand for, electricity.

For its electricity trading portfolio, the Company is required under GEO 153/2022 to sell through the CEPM
from 1 January 2023 and 31 March 2025 at a fixed price of RON 450/MWh electricity representing: (i) an
amount of 80% of its yearly estimated quantities of available energy, as approved by Translectrica and
communicated to ANRE, and (ii) its monthly revised estimated available energy. Also, through the monthly
CEPM auctions, the Company sells its monthly revised estimated available energy to OPCOM, as sole
purchaser, at RON 450/MWh. The Company may also sell the remaining electricity at the DAM and intra-
day market at free market prices. For the years ended 31 December 2022, 2021 and 2020, the Group
generated revenues from wholesale of electricity of RON 6,960.8 million, RON 5,629.0 million and
RON 3,269.7 miilion, respectively. The market prices of electricity on the DAM and the intra-day market
depend on the supply of, and demand for, electricity. Demand for electricity, measured by consumption,
typically increases during the winter months, due to heating needs, and during summer months, due to air
conditioning. In addition, demand for electricity is usually higher during normal business hours during the
day and for a longer duration during the period from fall and winter months due to fewer daylight hours.
Market electricity prices also reflect the national power generation mix and position of hydropower plants in
the merit order. Electricity prices in the spot market are generally determined by marginal power plants (gas-
fired and/or coal-fired thermal power plants), which bridge the gap in demand that is not covered by
baseload or renewable power plants. During the spring months, electricity prices generally decrease due to
increased electricity supply (increased share of electricity generation from hydropower plants) and reduced
electricity demand. As the Group contracted to sell its electricity one to two years prior to the actual
delivery date based on its energy generation forecast, the Group is exposed to market price fluctuation risk
when the Group’s actual electricity generation is lower than the energy the Group is obligated to deliver and
thus may be required to purchase electricity on the DAM market or through bilateral PPAs at market prices
to fulfil its contractual obligations. See “Risk Factors — The Com X_hedging strategies may not be

PasES
effective in mitigating price fluctuations and potential losses.” 0@9\’?' &G

For its supply portfolio, the Group sells electricity to fina it
regulations. See “Regulatory Matters — Energy Matters— 2 Energy Market .ih Romania — Electricity
supply — Measures taken to protect the consumers from eled®icify ‘price. increajes”. For the years ended
31 December 2022, 2021 and 2020, the Group generated R ,
RON 222.4 million of revenue from its supply portfolio, respedtively.. Themarket prices for electricity
supplied to final consumers also depend on the supply of, and demand for, electricity, as well as the
national power generation mix and position of hydropower plants in the merit order. As the Group regularly
transfers electricity it produced to its supply portfolio instead of purchasing electricity from the wholesale
markets, the Group’s exposure to the risk of electricity price volatility and a price mismatch between the
wholesale prices and retail prices for its supply portfolio is limited.

T . :
éf:onsumers at prices subject to price cap

Macroeconomic conditions in Romania

All of the Group’s operations are in Romania, and in the periods under review, the Group derived
substantially all of its revenue from sales in Romania. Macroeconomic conditions may impact GDP in
Romania and thus have a significant influence on the performance of the Group. This in turn may affect the
electricity consumption by industrial and individual consumers in Romania. Structural changes in Romania’s
economy may drive higher demand for the Group’s electricity that it generates from its plants. The
industrialization growth impacts increase in the electricity consumption of industrial consumers, which
further increase the overall demand for electricity. In addition, growth of macroeconomic conditions in
Romania impacts the consumption and disposable income of the population, which further increases the
demand for electricity. Therefore, changes in GDP and GDP per capita can affect the demand for electricity
as these changes affect the amount of money that people are willing to spend on electricity. Additionally,
macroeconomic conditions are also likely to affect foreign exchange rates, domestic rates and inflation, each
of which has an impact on the Group’s financial and operating expenditures. See “Industry Overview and
Key Trends” section for further information on macroeconomic conditions in Romania. High levels of
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inflation tend to increase the Group’s expenses, particularly salaries, water tariffs, inventories, and to a lesser
extent, investment projects, which are linked to general price levels in Romania.

Recessionary conditions may also increase the number of defaults or delays in payments from the Group’s
customers and prevent the Group’s from attracting new customers. See “Risk Factors — Macroeconomic and
geopolitical risks impacting the Group.”

Refurbishment and modernization projects

The Group has been refurbishing and modernizing its existing hydropower plants to extend their lifecycles.
See “Business — Business and Operations — Refurbishment and Modernization Projects”. The Group
intends to continue its growth plan to increase renewable energy generating capacities by executing these
refurbishment and modernization projects, while also developing new hydropower plants and expanding into
wind and solar energy, and therefore expects to incur costs for these projects. Although the Group has a
diversified growth plan, the Group’s strategy is to prioritize its refurbishment and modernization projects as
the costs for these projects are lower than developing new hydropower plants. In addition, the revenue
stream of refurbishment and modernization projects start well before the project completions, which is not
the case for new hydropower plants development projects. The Group expects significantly higher expensed
project development costs in the coming years due to its investment plan relative to historical levels.

Water tariffs

The Group’s costs structure of its electricity depends on water tariffs, which are subject to inflation (see
“Key factors impacting results of operations — Macroeconomic conditions in Romania™). Water tariffs are
taxes on water used by the Group’s hydropower plants to generate electricity and reflected as turbinated
water in the statement of loss or profit and other comprehensive income. ANAR establish the fee per
thousand cubic meters of water used annually based on the consumption index. For the year ended
31 December 2022, 2021 and 2020, the fee was RON 1.23, RON 1.17 and RON 1.12, respectively, per
thousand cubic meters. The fee is increased to RON 1.40 per thousand cubic meters for 2023. Within six
months after the water tariffs were introduced, the Company. .t he obligation to install special equipment
to accurately measure the quantities of water flowing # fdﬁgff 'it§" power generating units for purposes of
calculating the turbinated water taxes (direct method)./} owever, since it did not install such equipment, the
Company has been subject, until the first part of '23 to the iﬁdlret method of turbinated water tax
calculation (i.e. maximum quantity water that coul How through the” power generating units (instead of
actual waterflow) multiplied by the units’ operating Qyné) Recently, gn 31 May 2023, the Government
issued Emergency Ordinance no. 52/2023, which amendged the turbmated water tax collected by ANAR by
setting a new quantification method, respectively a new e-of RON 37/MWh generated. In addition, the
new law repealed the provisions according to which the water tax was annually indexed with the annual
consumption index (for more details, see “Risk factors — The Group may be exposed in the future to
higher turbinated water tax payable to ANAR").

Seasonality

The Group’s business is subject to seasonal fluctuations. For example, hydropower generation varies
depending on hydrological and other weather and climatic conditions throughout the year, and typically
tends to be highest in March to June and lowest in September. During the period from March to June, the
Group produces higher volumes of electricity and, accordingly, generates greater revenue for a given price.
Unregulated market prices also fluctuate based on supply and demand in the market; demand tends to be
highest in winter and summer months and lowest in spring and fall months.

The increased electricity production in spring due to higher water flows is usually partially offset by lower
electricity spot market prices, due to reduced demand for electricity in the spring months, and higher
demand in fall and winter. As a result, the Group tends to generate greater profits in spring and summer
months, from March to July.

Significant accounting policies and use of judgment and estimates

The Company’s significant accounting policies are set forth in Note 6 to the Audited Consolidated Financial
Statements, and the Group’s use of judgement and estimates is described in Note 4 to the Audited
Consolidated Financial Statements. The preparation of the Company’s Audited Consolidated Financial
Statements requires the Group’s management to make judgment and estimates that affect the application of
the Group’s accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual
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results may differ from these estimates. Estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to estimates are recognized prospectively.

The Group’s management has identified below use of judgment and estimates that they believe are critical to
the preparation of the Group’s financial information.

Concession agreement

The Ministry leased to the Company the hydropower facilities (such as dams, piers, locks, water storage
reservoirs) and the land on which they are located (“Public Domain Assets”) pursuant to the Concession
Agreement (see “Business — Material Contracts — Concession agreement”). The Concession Agreement
provides for three types of assets: (1) Public Domain Assets, (2) take over assets, and (3) own assets.

The Group concluded that the Concession Agreement is not within the scope of IFRIC 12 (Service
Concession Arrangements) because the Ministry does not regulate to whom the Company must provide its
services or the prices of such services. The Group concluded that the price fixing mechanism introduced by
the Romanian Government starting 1 January 2023 (see “Regulatory Matters — Energy Matters — The
Energy Market in Romania — Impact of enactments regarding measures applicable to final customers in the
electricity and natural gas market on the electricity production — GEQO 192/2022) does not affect this
conclusion as the mechanism is temporary and applies only to part of the generation. The Group recognizes
the royalty of the Concession Agreement in other operating expenses of the Group.

Leasing and refurbishing of assets to be returned

Applying IFRS 16 (Leases), the Group concluded that the Concession Agreement contains a lease as the
Ministry of Energy transfer the right to control the Public Domain Assets to the Company in exchange for a
royalty. Therefore, the Group measures the carrying amount of the right-of-use asset and the amount of
lease liability related to this Concession Agreement as 0 because the future lease payments are variable and
depending on Company’s revenue and calculates the royalty as a percentage of revenues.

The Group concluded that the refurbishments made to the Public Domain Assets are improvements to leased
assets for which the Group is the accounting owner because these improvements served the Group’s interest
as lessee to use the leased assets.

Cash-generating units

oL 3
The Group concluded that the assets relating to hydropower plants (exgf ¢ the wind park and the investment
objectives related to hydropower assets with complex or multiplgs
generating unit. In addition, the Group concluded that the wind p f is a separate single cash-generating
unit and that each investment objective related to hydropower asse S with complex or/ multiple functions

represent separate cash-generating units.

Decommissioning obligations

The Company is required to carry out post-utilization procedure or abandonment procedure, as applicable,
for the dams (including levees, hydropower plants and locks) that the Group operates pursuant to Order of
the Ministry of Water and Environment no. 119 of 11 February 2002. The Company must carry out
(1) post-utilization procedure when a dam has reached its normal operating life span but can be used for
purposes other than those which it was originally constructed for or (2) abandonment procedure when a
completed or unfinished dam, whether or not its life span has been exceeded, (i) can no longer be kept in
operation or undergoing post-utilization procedure due to technical impossibility or very high costs, and
(ii) represents a potential danger for the population and the environment. The Group considers that
abandonment is necessary only in extreme situations that the dams become an unacceptable risk impacting
the environment and the population.

In addition, the Group estimates that, by the end of the Concession Agreement, the occurrence of situations
requiring post-utilization or abandonment of the dams is unlikely considering the long life of the dams,
which can be significantly extended over 100 years by maintenance and improvements. Consequently, the
Group recognizes decommissioning provisions only when the Group’s management has taken the decision to
abandon an asset or switch to post-utilization or has no other realistic alternative but to do so before the
end of the Concession Agreement. The provisions are recognized based on the costs resulting from the
technical documentation prepared by specialists employed by the Group.
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Electricity sale-purchase contracts

The Group concluded that its electricity sale and purchase contracts in the periods under reviews are not
within the scope of IFRS 9 (Financial Instruments) because the Group concluded that these contracts qualify
for the own-use exemption under IFRS 9 due to the following factors: (1) the Group is an electricity
producer and its only intention and purpose is to sell all the electricity produced; (2) the forward sell
contracts are concluded with the sole intention of delivering the electricity produced; (3) the Group does not
act as an electricity broker or dealer; (4) the buy-sell transactions on the spot markets (day-ahead, intra-day
and balancing markets) are entered into only for meeting the Group’s own balancing necessity and
responsibility; (5) in 2020 the Group started to be active in the electricity supply sector; and (6) the Group
has used limited forward electricity contracts and their purpose was to cover the needs for the contractual
commitments for deliveries to final consumers.

Tax for electricity producers

The Romanian Government introduced a new tax, starting from 1 November 2021, for electricity producers
at a rate of 80% (for the period 1 November 2021 to 31 August 2022) and of 100% (for the period
1 September 2022 to 31 March 2025) of net monthly average selling price in excess of RON 450 per MWh
(see “Regulatory Matters — Energy Matters — The Energy Market in Romania — Impact of enactments
regarding measures applicable to final customers in the electricity and natural gas market on the electricity
production”). The Group concluded that this tax is a levy falling under the provisions of IFRIC 21 (Levies)
rather than IAS 12 (Income Tax).

Description of key income statement line items

Set forth below is a brief description of the compos;j i of certain, line items of the consolidated statement
of profit or loss and other comprehensive incom +This description\must be read in conjunction with the

significant accounting policies elsewhere in this s tion and in Nbte 6\to the Audited Consolidated Financial
Statements. ' 3
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e  wholesale of electricity, which includes sale “électricity produced on forward contracts with
electricity suppliers and traders, on spot market (DAM) to the market operator (OPCOM) and on the

balancing market to the system operator (Transelectrica);

Revenue: consists of

e electricity supplied to final consumers (retail sales), which includes transmission and distribution
tariffs, which are provided by the transmission operator and the distribution operators and billed to
Group and mandatory green certificates expenses, which are invoiced by the Group to final consumers;

° system services, which include making available an agreed generation capacity to the system operator
(Transelectrica), which uses the services in the process of balancing the electricity system;

(] sales of green certificates, which include the sales on the spot market of such certificates granted
through the certificate support scheme to Crucea Wind Farm; and

®  maintenance services to third parties, which include services provided by Hidroserv to third parties.

Other income: represents grant income, gain from bargain acquisition of subsidiaries, compensation, fines
and penalties from suppliers, and other income.

Turbinated water: represents the water used by the hydropower plants in order to generate electricity (for
more details, please see “Key factors impacting the results of operations—Water tariffs”).

Employee benefits expenses: represent defined benefit plans, other long-term employee benefits, salaries,
social security contributions, tax on salaries, and other expenses.

Transport and distribution of electricity: represent regulated electricity transportation tariffs and electricity
distribution, mainly in relation to supply activities where these tariffs are reinvoiced to final consumers.

Electricity purchased: represents the electricity the Group purchases mainly to balance the deficit between
the electricity contracted for sales and the actual electricity produced.

Green certificates expenses: represent the cost of green certificates purchased for the supply activities which
are reinvoiced to final consumers.

Depreciation and amortization: represent the depreciation of property, plant and equipment (consisting
mainly hydropower plants, energy pumping stations, micro hydro-power plants, floodgates, as well as hydro-
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aggregates, equipment and installations and wind turbines), assets relating to right of use of leased assets
(which include mainly lands, buildings and equipment) and amortization of intangible assets.

Impairment loss, or reversal of impairment loss, on property, plant and equipment: represents the value
adjustments mainly of assets under constructions. For the years ended 31 December 2021 and 2022, the
results of revaluation of property, plant and equipment that affect the statement of profit or loss and other
comprehensive income were also included in the calculation.

Impairment loss on trade receivables: represents loss allowance for expected credit losses (ECLs) on
financial assets measured at amortized cost and contract assets.

Repair, maintenance, materials and consumables: represents mainly the replacement parts and the
maintenance of the equipment and constructions within the Company.

Tax for electricity producers: represents a new tax, introduced by the Government in 2021, applicable to
the electricity producers. The tax rate is 80% (from 1 November 2021 to 31 August 2022) and 100% (from
1 September 2022 to 31 March 2025) of net monthly average selling price in excess of RON 450 per
MWh. The net monthly average selling price is calculated based on monthly revenue of the generation
segment (which includes the wholesale of electricity produced and the value of electricity transferred from
the generation segment to the supply segment), less the monthly cost of electricity purchased, market
administration fees and trading fees.

Other operating expenses: represent net increase in provisions, local taxes, security, sponsorship,
professional services, services related to abandoned construction in progress, ANRE contributions, profit or
loss on disposal of property, plant and equipment and other expenses.

Finance income: represents interest income and other finance income, such as income from penalties related
to contracts with customers.

Finance costs: represent interest expenses, unwinding of non-current provisions, net gain/(loss) from foreign
exchange rate differences, and other finance expenses.

Recent developments and trends

operations are as follows

] On 22 February 2023, the Group was announced as thi ’ﬁmnner of thc sale procedure of business lines
related to ABC platform and Calnicel platform, which a¥é.the property of UCM Resita S.A. The
Group and UCM Resita S.A. have not yet signed the sales and purchase agreement in relation to the
business lines and expects such sign to occur by the end of 2023. The value of the transaction is of
RON 67.9 million.

® On 15 March 2023, the General Meeting of Shareholders approved the joint venture agreement
between the Company and Masdar to incorporate a joint venture (either as a limited liability company
or a joint-stock company) in Bucharest, Romania. The purpose of the joint venture is to develop,
invest, construct and operate renewable energy projects, exclusively focusing on floating photovoltaic
parks and fixed and floating offshore wind farm, in Romania. The Company and Masdar each will
have 50% holdings in the joint venture. For more details, please see ‘“Business—Material
Contracts—Joint Venture with Abu Dhabi Future Energy Company-PJSC- Masdar (UAE) (“Masdar”)”.

®  On 28 April 2023, the General Meeting of Shareholders approved the distribution of: (1) dividends of
RON 3,914.4 million distributed from profits in the year ended 31 December 2022, representing 90%
of distributable separate yearly net profit in the same year; and (2) dividends distributed from retained
earnings representing amortized and transferred revaluation reserve of RON 435.0 million from the
standalone annual financial statements of the Company. The RON 3,914.4 million dividends and
RON 435.0 million dividends are scheduled to be paid on 16 June 2023 and 29 September 2023,
respectively, to shareholders as of 28 April 2023.

® On 31 May 2023, the Government issued Emergency Ordinance no. 52/2023, which amended the
turbinated water tax collected by ANAR by setting a new quantification method, respectively a new
fee of RON 37/MWh generated. In addition, the new law repealed the provisions according to which
the water tax was annually indexed with the annual consumption index (for more details, please see
“Risk factors — The Group may be exposed in the future to higher turbinated water tax payable to
ANAR”).
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Results of operations
Three months ended 31 March 2023 and 2022

The table below sets forth the Group’s results of operation for the three months ended 31 March 2023 and
2022:

Three months ended

31 March
2023 2022
(in million RON)

Revenue
Wholesale of €leCtriCity ............ccoviiraiiieiinineieieee et senene 2,047.9 1,929.3
Electricity supplied to final consumers (retail Sales) ...............cooueeeinirenviieniniennnne 1,155.0 446.1
SYSEEM SEFVICES ......cveuieiririeirieirieseniesiseni st et s s s sa s st sbe s 69.1 1103
Sales Of Green CertifiCates............v i 0.0 3.6
MOINEENANCE SCFVICES.........cveeveeeverierseieeieerienteneesstee e seeeeeeenesssssssesassesasesabsassasesbnsenass 0.0 22
TOAl FEVEIMUE: .........oeeeeieeieeeeeceeeiresteeeeeetenreeseesraeseesmnesreessesseanesnsenesasasraestesnsennnensenans 3,272.1 2,491.6
Oher INCOMIE ......cveeereeieieiiereitere ettt ettt a e s es b bt a e e r e re b s sbaesaeseans 10.4 29.6
TUIDINALEA WALET ......ccviivereerereieinieeecreet et s sttt ee e s ae s rs e e b e s e nes (163.6) (110.9)
Employee benefits expenses (157.9) (130.1)
Transport and distribution of electriCity ........ccccovininiiiiinii (250.4) (74.4)
Electricity purchased..........coeeiveuiiiiiiiicc e (160.2) (40.4)
Green Certificates EXPENSES.........ccviveeweerueeerirreiireiiiest et e s e e (36.9) (35.0)
Depreciation and amortiZation..............c.cvveieiiriineeini s (198.2) (191.9)
Reversal of impairment loss on property, plant and equipment.............c.ocoeveennnnne. 0.1 339
Impairment loss on trade 1€CeIVables...........coooviiiiiiiiiii e 35.0) 2.7
Repair, maintenance, materials and consumables.............. - (18.3) (15.6)
Tax for electricity producers..........cccccovviiiinninnns Bl iemis (230.6) (369.0)
Other Operating EXpenses ..............ovvrveecrereerecencen, O . R (46.8) (38.5)
Operating Profit ................ooovvvvvvvveresissssrsrsns 3 ..................... 1,984.7 1,546.5

5 5 ] ———
FINANCE INCOME.......veeeeeeereereeerereerereseeeeeeseeraereernness 53«0..5 ............... (e TR 87.8 283
FINANCe COSLS.....ocvieerinieirieiirireeeeereee e eneesd "”.’.,...:A.q...,..-. .............................. (10.8) 9.9)
Net iNANCE FESULt .............oooroooereceeecereeieeeeeerereneesssssssns y 1 e 77.0 18.4
Profit DELOIE CAX ......occoveiieeiiiieee et eeeeee e e e taeeesereeeeeessnereaesaaesssneessmsesaanneeessennens 2,061.7 1,564.9
INCOME tAX EXPEIISE ..vuvevreereercniniereneretenit it s e enebeb et e s s asaa s neats (338.4) (277.0)
Profit for the period ... 1,723.4 1,287.9
Earnings per share
Basic and diluted earnings per share (RON) .......ccccoooiiniiiiiiininceeces 3.84 2.87
Total comprehensive iNCOME.............c.cocvvimiiiiiiiiiiii e 1,723.4 1,287.9

Revenue

Revenue increased by 31.3% to RON 3,272.1 million for the three months ended 31 March 2023, from
RON 2,491.6 million for the three months ended 31 March 2022. This increase was primarily due to an
increase in the volume of electricity produced and sold as a result of improved hydrological conditions in
the three months ended 31 March 2023, compared to the three months ended 31 March 2022.

Other income

Other income decreased by 64.9% to RON 10.4 million for the three months ended 31 March 2023, from
RON 29.6 million for the three months ended 31 March 2022. This decrease was primarily due to payments
of compensation received by the Group from third parties in the three months ended 31 March 2022
resulting from non-fulfilment of contractual obligations, which affected only said period.
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Turbinated water

Turbinated water increased by 47.5% to RON 163.6 million for the three months ended 31 March 2023,
from RON 110.9 million for the three months ended 31 March 2022. This increase was primarily due to an
increase in quantity of turbinated water used to generate electricity, as well as an increase in tariff set by the
ANAR to RON 1.40 per thousand cubic meters in 2023 from RON 1.23 per thousand cubic meters in
2022.

Employee benefits expenses

Employee benefits expenses increased by 21.4% to RON 157.9 million for the three months ended
31 March 2023, from RON 130.1 million for the three months ended 31 March 2022. This increase was
primarily due to salary rises as a result of the negotiations conducted with the employees’ union, and to a
lesser extent, due to the growth of the number of employees of the Group.

Transport and distribution of electricity

The table below sets forth the total expense for transport and distribution of electricity for the three months
ended 31 March 2023 and 2022:

Three months ended

31 March
2023 2022
(in RON million)
Injection of electricity produced in the national System............ccccoveverenenverrnnrennnne 10.6 49
Distribution of electricity SUPplied.........ccvvvericivirienrninererrceeee e eereene 184.7 454
Transport of electriCity SUPPLEA........ccocveriiiierirrierieriirerertrr et e reebeseeene 55.1 24.0
Transport and distribution of electricity.....................cooiiiiie 250.4 74.4

Transport and distribution of electricity increased by 236.6% to RON 250.4 million for the three months
ended 31 March 2023, from RON 74.4 million for the three months ended 31 March 2022. This increase
was primarily due to the growth of the supply portfolio, the revenue of which increased by 158.9% to
RON 1,155.0 million for the three months ended 31 March 137 fFom~RON 446.1 million for the three
months ended 31 March 2022, and to a lesser extent, dus J‘% an increase the transport and distribution

tariffs for supplying the electricity to final consumers. &

Electricity purchased

Electricity purchased increased by 296.5% to RON 160.2\thillion for the three months ended 31 March
2023, from RON 40.4 million for the three months ended 31 Maich 2022, This increase was primarily due
to purchases for the supply portfolio in the three months ended 31 March 2023, compared to 0.0 in the
three months ended 31 March 2022 as the Company had no electricity purchase agreement in the three
months ended 31 March 2023,

Green certificates expenses
Green certificates expenses increased by 5.4% to RON 36.9 million for the three months ended 31 March
2023, from RON 35.0 million for the three months ended 31 March 2022. This increase was primarily due

to the growth of the supply portfolio, which more than offset increases in transferred green certificates from
production.

Depreciation and amortization

Depreciation and amortization increased by 3.3% to RON 198.2 million for the three months ended
31 March 2023, from RON 191.9 million for the three months ended 31 March 2022. This increase was
primarily due to the revaluation of assets performed at the end of 2022, which resulted in an increase in
their fair value and an increase in the value of assets due to equipment repairs and maintenance performed
in the year ended 31 December 2022, which met the criteria for capitalization.

Reversal of impairment loss on property, plant and equipment

Reversal of impairment loss on property, plant and equipment decreased by 99.7% to RON 0.1 million for
the three months ended 31 March 2023, from RON 33.9 million for the three months ended 31 March
2022. This decrease was primarily due to the reversal of impairment in February 2022 of assets under
construction.
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Impairment loss on trade receivables

Impairment loss on trade receivables increased by 1,196.3% to RON 35.0 million for the three months
ended 31 March 2023, from RON 2.7 million for the three months ended 31 March 2022. This increase
was primarily due to the growth of the Group’s supply portfolio and the delays in invoicing the electricity
supplied. In addition, a reversal of impairment of RON 16.6 million was registered in February 2022 to
customer payments, which led to a decrease in the impairment loss in the three months ended 31 March
2022.

Repair, maintenance, materials and consumables

Repair, maintenance, materials and consumables increased by 17.3% to RON 18.3 million for the three
months ended 31 March 2023, from RON 15.6 million for the three months ended 31 March 2022. This
increase was primarily due to an increase in maintenance programs in the three months ended 31 March
2023 as compared to the three months ended 31 March 2022.

Tax for electricity producers

Tax for electricity producers decreased by 37.5% to RON 230.6 million for the three months ended
31 March 2023, from RON 369.0 million for the three months ended 31 March 2022. This decrease was
primarily due to the computation method based on Law 357/2022: for more details please see section
“Regulatory Matters — Energy Matters — The Energy Market in Romania — Impact of enactments
regarding measures applicable to final customers in the electricity and natural gas market on the electricity
production — Law 357/2022”).

Other operating expenses

Other operating expenses increased by 21.6% to RON 46.8 million for the three months ended 31 March
2023, from RON 38.5 million for the three months ended 31 March 2022. This increase was primarily due
to an increase in services expenses as a result of general price increases in the market due to economic
conditions (e.g., increases in minimum wage and prices of raw materials).
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Years ended 31 December 2022, 2021 and 2020

The table below sets forth the Group’s results of operations for the years ended 31 December 2022, 2021

and 2020:

Revenue

Wholesale Of €leCtriCity ..........couvvieneiirieereireseeeiree st eeeens
Electricity supplied to final consumers (retail sales) .........................
SYSEEM SEFVICES .......eoveeiairieieeieereeriereesrtesesee e sseeseessessaessaeesssassesnseens
Sales of green CertifiCcares...........uuninininieiiinieirenseesseseesessessenens
MaiNteNnANCE SEFVICES...........cocccereceiuiieireireereneeieenieeeee s sae s

Total FEVEMUE: ...........ooorreieiiieicier et et srreecnrare e senere s e esrnneseens

Other income

Grant IMCOME.............c.coevureeinenieieneeeeeee ettt e et saenee s
Gain from bargain acquisition of subsidiaries...................ccocoeuenen..
Compensations, fines and penalties from suppliers...............c.coeuee.
Other,income ™82 .20 s A R e e L R

Repair, maintenance, materials and consumable ;
Tax for electricity producers...........cccccevvrernnne.. .
Other operating €Xpenses ............cceeveruvrverereuennnne

FINANCE INCOME .......iiiveiiriceiiceie et ere et eseeneeeseeeennes
FINANCE COSS....vvvieuiririietreeteecrecneeesteeeereeesteeereesteeeseenassesssesensessesesenees

Net finance result................ccoovvivimiioiiiciiieiieceecereee e eanes
Profit Defore taX .............cooeiiuiiiiiiiiieieceeeee e

INCOME tAX EXPENSE ...eviverieieeiiiieecte ettt s e

Profit for the year.............cccoooiiiiriieii e

Earnings per share
Basic and diluted eamings per share (RON)........cccoevvrrvernrceennnn.

Other comprehensive income

Revaluation of property, plant and equipment, net of tax..................
Remeasurement of defined benefit liabilities, net of tax ....................
Impairment of property, plant and equipment recognized in
revaluation reserve, NEt Of taX ......cocvevivervriiiiiieiriecee e e eeaes

Other comprehensive INCOME ................ccoivinininiiinnciinene

Total comprehensive income................cccocoeceviviiniinineniieieenieeene
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Year ended 31 December

2022 2021 2020
(in million RON)
6,960.8 5,629.0 3,269.7
2,149.0 418.5 2224
316.5 416.0 336.1
24.6 232 0.0
1.1 25 133
9,452.0 6,489.3 3,841.4
5.7 5.8 5.5
0.0 315 26.3
26.6 118.8 20.2
14.0 19.2 16.8
46.2 175.3 68.8
(451.0) (540.1) (307.1)
(630.7) (589.8) (490.3)
(498.1) (110.4) (72.8)
(697.1) (90.1) (15.4)
(183.2) (53.7) (14.0)
(772.2) (760.5) (720.5)
(23.9) (359.3) (106.0)
43.5) (11.3) 0.1)
(82.3) (70.7) (104.6)
(671.7) (133.4) 0.0
(236.2) (189.5) (205.7)
5,208.4 3,755.7 1,874.0
2472 73.2 62.0
(38.1) (44.1) (29.4)
209.1 29.1 32.6
5,417.4 3,784.8 1,906.6
(953.4) (668.6) (348.6)
4,464.0 3,116.1 1,558.0
9.95 6.95 3.48
1,777.8 3,856.6 0.0
(7.5) (13.3) (7.9)
0.0 0.0 (24.4)
1,770.3 3,843.3 (323)
6,234.3 6,959.5 1,525.8




Revenue

Revenue increased by 45.7% to RON 9,452.0 million for the year ended 31 December 2022, from
RON 6,489.3 million for the year ended 31 December 2021. This increase was primarily due to (i) increases
in the average selling prices of electricity in both of its wholesale segment (e.g., OPCOM prices increased
to 519 RON/MWh for the year ended 31 December 2022 from 300 RON/MWh for the year ended
31 December 2021) and supply segment (averaged electricity price for energy supplied to final consumers
increased to 414.4 RON/MWh for the year ended 31 December 2022 from 310.0 RON/MWh for the year
ended 31 December 2021), and (ii) the growth of its supply portfolio (volume of electricity supplied to final
consumers increased to 3.7 TWh for the year ended 31 December 2022 from 1.0 TWh for the year ended
31 December 2021), which result in an increase in revenue from electricity supplied to final consumers
(retail sales) to RON 2,149.0 million for the year ended 31 December 2022 from RON 418.5 million for
the year ended 31 December 2021.

Revenue increased by 68.9% to RON 6,489.3 million for the year ended 31 December 2021, from
RON 3,841.4 million for the year ended 31 December 2020. This increase was primarily due to (i) the
increases in the average selling prices of the electricity in both of its wholesale segment (e.g., OPCOM
prices increased to 300 RON/MWh for the year ended 31 December 2021 from 206 RON/MWh for the
year ended 31 December 2020) and supply segment (averaged electricity price for energy supplied to final
consumers increased to 310.0 RON/MWh for the year ended 31 December 2021 from 262.0 RON/MWh for
the year ended 31 December 2020), and (ii) the increase in the volume of energy produced and sold as a
result of the favorable hydrological conditions during the period (the Group’s net generation of electricity

for the year ended 31 December 2020).

Other income

Other income decreased by 73.6% to RON 46.2 millions ¢
RON 175.3 million for the year ended 31 December 2021. decrease_was primarily due to compensation
payments for faulty works performed by third parties, follosdifig arbitration decisions in favor of the
Company, and also gain from bargain purchase of subsidiaries (Crucea Wind Farm and Hidroelectrica Wind
Services) realized in the year ended 31 December 2021.

Other income increased by 154.8% to RON 175.3 million for the year ended 31 December 2021, from
RON 68.8 million for the year ended 31 December 2020. This increase was primarily due to compensation
payments for faulty works performed by third parties, following arbitration decisions in favor of the
Company, and also gain from bargain purchase of subsidiaries, realized in the year ended December 2021.

Turbinated water

Turbinated water decreased by 16.5% to RON 451.0 million for the year ended 31 December 2022, from
RON 540.1 million for the year ended 31 December 2021. This decrease was primarily due to the decrease
in the volume of energy produced as a result of unfavorable hydrological conditions.

Turbinated water increased by 75.9% to RON 540.1 million for the year ended 31 December 2021, from
RON 307.1 million for the year ended 31 December 2020. This increase was primarily due to the increase
in the volume of energy produced, as a result of favorable hydrological conditions (461,630.7 million cubic
meters of water for the year ended 31 December 2021, compared to 274,651.8 million cubic meters for the
year ended 31 December 2020), and the increase in price per thousand cubic meters.

Employee benefits expenses

Employee benefits expenses increased by 6.9% to RON 630.7 million for the year ended 31 December
2022, from RON 589.8 million for the year ended 31 December 2021. Employee benefits expenses
increased by 20.3% to RON 589.8 million for the year ended 31 December 2021, from RON 490.3 million
for the year ended 31 December 2020. The increases during the periods under review were primarily due to
salary rises as a result of the negotiations conducted with the employees’ union, and to a lesser extent, due
to the growth of the number of employees of the Group.
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Transport and distribution of electricity

The table below sets forth the total expense for transport and distribution of electricity for the years ended
31 December 2022, 2021 and 2020:

Year ended 31 December

2022 2021 2020
(in RON million)
Injection of electricity produced in the national system..................... 30.9 21.8 14.1
Distribution of electricity supplied.........cc.cccoevvverireinreriei e 343.0 54.1 54.2
Transport of electricity SUpplied..........ccovvvrrerrirnereinirereee s 124.2 34.6 4.5
Transport and distribution of electricity................ccoocervrricnnnnn. 498.1 1104 72.8

Transport and distribution of electricity increased by 351.2% to RON 498.1 million for the year ended
31 December 2022, from RON 110.4 million for the year ended 31 December 2021. This increase was
primarily due to the growth of the supply portfolio, the revenue of which increased by 413.5% to
RON 2,149.0 million for the year ended 31 December 2022, from RON 418.5 million for the year ended
31 December 2021.

Transport and distribution of electricity increased by 51.6% to RON 110.4 million for the year ended
31 December 2021, from RON 72.8 million for the year ended 31 December 2020. This increase was
primarily due to the growth of the supply portfolio, the revenue of which increased by 88.2% to
RON 418.5 million for the year ended 31 December 2021, from RON 222.4 million for the year ended
31 December 2020.

Electricity purchased

Electricity purchased increased by 673.7% to RON 697.1 million for the year ended 31 December 2022,
from RON 90.1 million for the year ended 31 December 2021. This increase was primarily due to poor
hydraulicity in 2022, coupled with the additional calling the Group on the balancing market, leading the
Group to purchase electricity in the third quarter of 2022 to fulfil its contractual obligations.

Electricity purchased increased by 485.1% to RON o T Tnillion™or the year ended 31 December 2021,
from RON 15.4 million for the year ended 31 Dégember 2020. This increase was primarily due to the
significant increases in electricity prices starting éin the fourth' quatter of the year ended 31 December
2021. 5

©)
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Green certificates expenses
& L

Green certificates expenses increased by 241.2% to R 83.2 million for the year ended 31 December
2022, from RON 53.7 million for the year ended 31 December 2021. This increase was primarily due to the
growth of the Group’s supply business.

Green certificates expenses increased by 283.6% to RON 53.7 million for the year ended 31 December
2021, from RON 14.0 million for the year ended 31 December 2020. This increase was primarily due to the
growth of the supply portfolio and business combination taken place in 2021 (Crucea Wind Farm’s green
certificate expenses at RON 19.8 million were consolidated into the Group’s Audited Consolidated Financial
Statements).

Depreciation and amortization

Depreciation and amortization increased by 1.5% to RON 772.2 million for the year ended 31 December
2022, from RON 760.5 million for the year ended 31 December 2021. This increase was primarily due to
the revaluation of assets performed at the end of 2021 which resulted in an increase in their fair value and
an increase in the value of assets due to capital expenditure maintenance.

Depreciation and amortization increased by 5.6% to RON 760.5 million for the year ended 31 December
2021, from RON 720.5 million for the year ended 31 December 2020. This increase was primarily due to
the growth of the value of assets as a result of the commissioning of some investment objectives, such as
Racovita HPP, and as a result of the acquisitions through business combination (Crucea Wind Farm and
Hidroelectrica Wind Services).
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Impairment loss on property, plant and equipment

Impairment loss on property, plant and equipment decreased by 93.3% to RON 23.9 million for the year
ended 31 December 2022, from RON 359.3 million for the year ended 31 December 2021. This decrease
was primarily due to the revaluation of assets at the end of 2021, resulting in a net loss of
RON 255.6 million in the statement of loss or profit and other comprehensive income and the impairment
test performed in assets under construction at the end of 2021 resulting in a net loss of RON 102.9 million
due to the updated estimated costs for the completion of certain projects, as well as by the update of the
work schedule until completion, and a decrease in installed capacity for certain projects. The revaluation of
assets at the end of 2022 resulted in a net gain of RON 40.0 million, and the impairment test performed on
assets under the construction at the end of 2022 resulted in a net loss of RON 63.9 million.

Impairment loss on property, plant and equipment increased by 239.0% to RON 359.3 million for the year
ended 31 December 2021, from RON 106.0 million for the year ended 31 December 2020. This increase
was primarily due to the revaluation of assets performed at the end of 2021, resulting in a net loss of
RON 255.6 million.

Impairment loss on trade receivables

Impairment loss on trade receivables increased by 285.0% to RON 43.5 million for the year ended
31 December 2022, from RON 11.3 million for the year ended 31 December 2021. This increase was
primarily due to adjustments for expected doubtful customers and payment delays as result of the growth of
the supply business.

Impairment loss on trade receivables increased by 11,200.0% to RON 11.3 million for the year ended
31 December 2021, from RON 0.1 million for the year ended 31 December 2020. This increase was
primarily due to adjustments for expected doubtful customers and payment delays, which correspond to the
growth of the supply business.

Repair, maintenance, materials and consumables

Repair, maintenance, materials and consumables increased by 16.4% to RON 82.3 million for the year
ended 31 December 2022, from RON 70.7 million for the year ended 31 December 2021. This increase was

primarily due to an increase in volume of maintenance works s )\Utyglgc\i for the year ended 31 December
2022, as compared to the year ended 31 December 2021. 7 GUPRAECN
(&)

1by 32.4% to RON 70.7 million for the year
ke year ended 31 Tecember 2020. This decrease
‘September 2020, over Hidroserv, Hidroelectrica’s
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Repair, maintenance, materials and consumables decreas
ended 31 December 2021, from RON 104.6 million for
was primarily due to the Company’s regain of control, o
main maintenance supplier.

Tax for electricity producers

Tax for electricity producers increased by 403.5% to RON 671.7 million for the year ended 31 December
2022, from RON 133.4 million for the year ended 31 December 2021. This increase was primarily due to
the introduction of tax in November 2021 as provided by the Government Emergency Ordinance 118/2021
on establishing a compensation scheme for the electricity consumption and natural gas for 2021-2022 cold
season, and supplementing Government Ordinance No 27/1996 on granting facilities to individuals residing
or working in certain localities in Apuseni mountains and in the Danube Delta Biosphere Reservation
(“GEO 118/2021%).

Tax for electricity producers increased to RON 133.4 million for the year ended 31 December 2021, from
RON 0.0 million for the year ended 31 December 2020; tax on additional revenues recorded by electricity
producers applies with effect from November 2021.

Other operating expenses

Other operating expenses increased by 24.6% to RON 236.2 million for the year ended 31 December 2022,
from RON 189.5 million for the year ended 31 December 2021. This increase was primarily due to
remeasurement of the decommissioning provisions recognized against profit or loss with respect to assets for
which the Group took the decision to abandon. Increase of the provision in 2022 is determined by the
evolution of inflation in 2022 and the increase in inflation forecast for the period until decommissioning is
performed, which resulted in an increase in the estimated decommissioning costs.

Other operating expenses decreased by 7.9% to RON 189.5 million for the year ended 31 December 2021,
from RON 205.7 million for the year ended 31 December 2020. This decrease was primarily due to
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remeasurement of the tax provisions related to the decommissioning of assets for which the Group took the
decision to abandon.

Liquidity and capital resources
Capital resources

The financial condition and liquidity of the Group has been and will continue to be influenced by a variety
of factors, including:

° its ability to generate cash flows from its operations;
®  its capital expenditure requirements;

° the level of its outstanding indebtedness, and the interest the Group is obligated to pay on such
indebtedness, which affect its debt service requirements; and

° its ability to continue to borrow funds from banks.

Principal sources of the Group’s liquidity have traditionally consisted of cash flow generated from its
operations and financing. The Group expects to continue to rely on these sources in the future. See
“Financing arrangements” below for more information.

Statement of cash flows information
Three months ended 31 March 2023 and 2022

The following table summarizes the Group’s cash flows for the three months ended 31 March 2023 and
2022:

Three months ended
31 March

2023 2022
(in million RON)

Cash flow from operating activities:

Profit for the period..........cccocveviivirieniiiiecienieneeeereeeee e, 1 1,723.4 1,287.9
Adjustments for: 4
DEPIECIAtION .....coveveiirircieiee et ceieseire e ten e eeeen e A BIEE T 197.7 191.3
AMOTtIZAON «....erereeitee ettt S g e ... 0.5 0.6
Reversal of impairment on property, plant and equipment, ; 0.1) (33.9)
Impairment loss on trade receivables, net.............ccecevvervennenis) s ' 35.0 2.7
Gain on disposal of property, plant and equipment St 0.0) (0.0)
Net foreign eXcChange ZaIN ......cc.cocoeriiiiiiii ettt s eeens ©.1) 0.2)
INEEIESt INCOME. .......eieteeieeieieeeeeee ettt sttt e st e et eeeaeeebe s saesseesensaeeae s e aseesssessnennan (86.5) (28.3)
Interest eXpense’....... n il .t Bt e e B e 2.8 1.2
INCOME AX EXPEIISE ...euvinreieiceteieeeeieeeee et ettt st s s s e enes 3384 277.0
2,210.9 1,698.3
Changes in:
Trade reCEIVADIES .....ccuevviriiieiiieieee ettt et b ettt st b ns (998.9) (277.0)
INVENLOTIES. .....eeveiieeieeieicetietet ettt et st e et et e e eseere e s e st e s esesssasessansessnnsansansas 2.2) 2.8)
RESHICLEA CASN ...ttt 0.0 (0.8)
OhEr @SSELS......oueeueeuieieerertert ettt et ettt e sb bbbt ettt e s et e e et e senessens (52.7) (64.5)
Trade PaYAbIES .........ccooiiiiiiiee e e 139.9 46.2
Deferred INCOME ......o.couiiiiiiiiieienee ettt ettt ettt s s e srassennen (1.4) (1.4)
Employee DENefits.......ccooiiiriiiiieetet et 6.2) 6.7
PrOVISIONS. ...ttt ettt ettt r bt es e e e e e e se e s te b e sanassennen 8.0 7.7
Other PAYADIES .......c.ooiiiiiiiiice ettt et (84.1) (167.1)
Cash generated from operating QCHVIties ......................ccorovenvenieniroersnvinenrerienenns 1,213.3 1,232.0
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Three months ended

31 March
2023 2022
(in million RON)

INLETESE PAIA ....vovveeereeiecrererirere sttt e r s (2.8) 0.4)
INCOME taX PRI ....ecveeerriiiiririeiit e e s 0.0 0.0
Net cash from operating activities ................ccooevniiiiininiiii, 1,210.5 1,231.5
Cash flow from investing activities:

Payments for acquisition of property, plant and equipment............cccoccvveevirenrcinnnne (41.8) (29.8)
Payments for acquisition of intangible assets..........c.cccvveviiiiiivniniinins (0.6) 0.0
Proceeds from the sale of property, plant and equipment.........c..ccoeiiniiiiiinnnnnns 0.0 0.2
Payments for deposits held for investment purposes ...........ccccveevieineiiececinninnninenes (3,630.0) (2,250.0)
Proceeds from deposits held for investment Purposes ..........c.occveviveniviennnnniinenns 2,980.0 100.0
Proceeds from maturity of government bonds...........ccoviiviininiiinininnicienens 0.0 2354
INLETESt TECEIVEM ... eeeeieieerrecieerieeeree et et s r e rn b b e 79.0 14.2
Net cash used in investing activities ... (613.4) (1,930.0)
Cash flow from financing activities:

Repayment of DOITOWINGS .......ccvevveiiiiiiiiiiniisescea s e (22.8) (23.0)
LeaSE PAYIMENLS.....cerrererreirrereriieieie it sasr st s se e s s e et s eas s b s eseaseneas (1.9) 1.4)
Net cash used in financing activities 24.7) (24.3)
Net increase/(decrease) in cash and cash equivalegf§.................. y 5724 (722.8)
Cash and cash equivalents at 1 January .................... _' 660.7 1,104.9
Cash and cash equivalents at 31 March i o 1,233.2 382.1

Net cash from operating activities

Net cash from operating activities amounted to RON 1,210.5 million for the three months ended 31 March
2023 as compared to net cash from operating activities of RON 1,231.5 million for the three months ended
31 March 2022. Cash from operating activities before changes in working capital’' increased from
RON 1,698.3 million to RON 2,210.9 million by RON 512.6 million (30.2%), primarily due to an increase
in the Group’s revenue as a result of factors described under “—Resuits of operations—Three months ended
31 March 2023 and 2022 above, which lead to an increase in profit before tax from RON 1,564.9 million
to RON 2,061.7 million (by 31.7%). The increase in cash from operating activities before changes in
working capital was offset by the negative effect of increases in working capital of RON 531.2 million in
the three months ended 31 March 2023 as compared to the three months ended 31 March 2022. For the
three months ended 31 March 2023, changes in working capital resulted in a cash outflow of
RON 997.6 million, as compared to a cash outflow of RON 466.4 million for the three months ended
31 March 2022. The RON 997.6 million increase in working capital (cash outflow) in the three months
ended 31 March 2023 was primarily a result of the growth of trade receivables balance (resulting from the
growth of the Group’s supply portfolio, the increase in selling price and delays in invoicing due to
numerous legislative changes). The RON 466.4 million increase in working capital (cash outflow) in the
three months ended 31 March 2022 was primarily a result of (i) the growth of trade receivables balance
(resulting from the growth of the Group’s supply portfolio, the increase in selling price and delays in
invoicing due to numerous legislative changes) and (ii) a decrease of other payables mainly due to the
amount of RON 114.5 million paid in 2022 following the arbitration decisions issued with respect to the
disputes with Andritz Hydro.

Net cash used in investing activities

Net cash used in investing activities amounted to RON 613.4 million for the three months ended 31 March
2023 as compared to the net cash used in investing activities of RON 1,930.0 million for the three months
ended 31 March 2022. The decrease was primarily due to an increase in proceeds for deposits held for
investment purposes (cash inflow) from RON 100.0 million to RON 2,980.0 million, by

. “working capital” includes trade receivables, inventories, restricted cash, other assets, trade payables, deferred income, employee benefits,
provisions, and other payables.
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RON 2,880.0 million as these investments reached maturity. This cash inflow was partly offset by an
increase in payments for deposits held for investment purposes (cash outflow) from RON 2,250.0 million to
RON 3,630.0 million, by RON 1,380.0 million (as a result of an increase in available cash).

Net cash used in financing activities

Net cash used in financing activities was RON 24.7 million for the three months ended 31 March 2023 as
compared to net cash used in financing activities of RON 24.3 million for the three months ended 31 March
2022. This change was primarily due to a greater amount of lease payments as a result of an increase in
number of lease contracts in the three months ended 31 March 2023 as compared to the three months ended
31 March 2022.

Years ended 31 December 2022, 2021 and 2020

The following table summarizes the Group’s cash flows for the years ended 31 December 2022, 2021 and
2020:

Year ended 31 December
2022 2021 2020
(in million RON)

Cash flow from operating activities:

Profit for the Year ..........ccceeiveriiiicrce et 4,464.0 3,116.1 1,558.0
Adjustments for:
DEPIECIAtION .....cveierietciict ettt ae e enseesenaese e 770.0 758.1 719.3
AMOTIZAION ...ueviiiiiiieiiiee ettt e e ens 22 24 1.2
Impairment loss on property, plant and equipment, net..................... 239 359.3 106.0
Impairment loss on trade receivables, net.........cccocooevvereerirerenerienennne. 435 11.3 0.1
Write-down Of INVENTOTIES ........cccoveveriiriiirerieeeerreceee e eeees 0.6 5.1 0.8
Gain from bargain purchase of subsidiaries .......................... e 0.0 (3L.5) (26.3)
Loss on disposal of property, plant and equipment....... S 2.1 3.6 6.5
Net foreign exchange 108S.......ccocovvvvvvevviinnncvncnnnennnf 0.6 8.8 1.8
Interest iNCOME.........cccvvrvervininrirrerererecrereneeeenaerenend (243.7) (72.1) (62.0)
INtErest EXPENSE ....oevveverrerirerierieereiereesreee e eeeeeeed : 10.6 159 11.0
INCOME taX EXPENSE .....ooevvrererrerereerieireeeceeee e seeraaees : 9534 668.6 348.6
7 60211 4,845.7 2,665.0
Changes in:
Trade receivables ..........covvevieveneiininiccrecier e (730.6) (332.3) 9.6)
INVENLOTIES .....eeveerenieeiiirieieeieeieere ettt e eeve e se s esn e sensssnsnsenes (7.8) (2.0) 3.8)
Restricted cash........cooiiirinini e e (90.8) 0.0 0.0
Other @SSELS....c.evvireieieititetereeee et e st e esessae e e e saestnenn 143 (14.1) (18.6)
Trade payables ........ccccccuiriririninirnreeseree e sae e ens 91.0 304 (12.7)
Deferred INCOME .......cc.oveeveivierinieieienreeeeene s esee s reeessneseesaesseseens 6.7 2.9) 5.5)
Employee benefits.........ccoooviiiiiiinoiiiicire e (4.8) 27.1) 13.2
PrOVISIONS ...c.cuiiiiiiiiiieiiict ettt ettt en e se s 88.4 (37.2) 69.6
Other PayabIes .........c.ccoeeviuiieriiiieiierr et st eneesaene (215.0) 264.6 33.8
Cash generated from operating activities ..........................c.ccce........ 5,166.2 4,725.0 2,731.5
Interest Paid .......c.ccooiviiiiiiie e e 27 (1.6) (1.5)
Income tax Paid........c.coccoerieriiiiiriee et (928.2) (675.9) (453.3)
Net cash from operating activities .................c.ccocoeveevirnnecinicinennn. 4,235.3 4,047.5 2,276.7
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Year ended 31 December
2022 2021 2020
(in million RON)

Cash flow from investing activities:

Payments for acquisition of property, plant and equipment............... (169.0) (176.8) (167.3)
Payments for acquisition of intangible assets............ccoevvvernrieannns (1.2) 24 24
Proceeds from the sale of property, plant and equipment.................. 0.2 0.0 0.5
Payments for acquisition of corporate bonds...........cc.coevvvuririnniinanens (351.3) 0.0 0.0
Payments for deposits held for investment purposes ..........c.ccoeeeevnee (8,575.0) (5,013.0) (3,210.0)
Proceeds from deposits held for investment purposes...............coeuee. 7,898.0 4,430.0 3,215.0
Payments for acquisition of government bonds............ccccoereriviennins 0.0 (235.4) 0.0
Proceeds from maturity of government bonds............ccoceevieernnnnnnnn. 235.4 0.0 0.0
Interest reCeIVed.......coevrierieririrereren et e 212.0 53.9 63.8
Payments for acquisition of subsidiaries, net of cash acquired.......... 0.0 (598.3) 9.4
Net cash used in investing activities .................cccocoovnivinnc, (750.9) (1,541.9) (91.0)
Cash flow from financing activities:

Proceeds from issue of Shares...........cocoveveiininiciiniiinince e 0.0 0.0 04
Proceeds from DOITOWINES. ... ..eeoceueueeeerrreeieneeeneieencses e iseesserens 0.0 635.2 0.0
Repayment of DOITOWINGS ........cccoeuvirivirrriiieiiieen e (93.3) (97.6) (44.3)
Lease PAYMENLS. .......ccoruerreerenieuireireememiisiiesesteesse et et saesas s ssnsnaseneas “4.4) (6.8) (6.6)
Dividends paid.........cococeverieiriicinniecer e e (3,830.9) (2,286.4) (2,003.3)

(3,928.6) (1,755.5) (2,053.8)

<
Net increase/(decrease) in cash and cash equiv;, _ﬂits (444.2) 750.0 131.9
Cash and cash equivalents at 1 January 1,104.9 354.8 223.0
Cash and cash equivalents at 31 December ... =T yiit 660.7 1,104.9 354.8

Net cash from operating activities

Net cash from operating activities amounted to RON 4,235.3 million for the year ended 31 December 2022,
as compared to net cash from operating activities of RON 4,047.5 million for the year ended 31 December
2021. Cash from operating activities before changes in working capital increased by RON 1,181.4 million
(24.4%), primarily due to an increase in the Group’s revenue as a result of factors described under
“—Results of operations—Years ended 31 December 2022, 2021 and 2020” above, which led to an increase
in profit before tax from RON 3,784.8 million to RON 5,417.4 million by RON 1,632.6 million (43.1%).
This increase in cash from operating activities before changes in working capital was offset by the negative
effect of increases in working capital by RON 740.4 million in the year ended 31 December 2022 as
compared to the year ended 31 December 2021. For the year ended 31 December 2022, the changes in
working capital resulted in a cash outflow of RON 861.0 million as compared to a cash outflow of
RON 120.6 million in the year ended 31 December 2021. The RON 861.0 million increase in working
capital (cash outflow) in the year ended 31 December 2022 was primarily a result of (i) the growth of trade
receivables balance (resulting from the growth of the Group’s supply portfolio, the increase in selling price
and delays in invoicing due to numerous legislative changes), (ii) an increase in restricted cash and other
payables (cash outflow) (mainly due to (a) the amount payable of RON 114.5 million as of 31 December
2021 (which was paid in the year ended 31 December 2022), following the arbitration decisions issued with
respect to the disputess with  Andritz Hydro (see  “Commitment and  contingent
liabilities—Provisions—Provisions for litigations and claims” for more details) and (b) the decrease in
amount payable as of 31 December 2022 for the tax for electricity producers). The RON 120.6 million
increase in working capital (cash outflow) in the year ended 31 December 2021 was primarily a result of
the growth of trade receivables balance (resulting from the growth of the Group’s supply portfolio, the
increase in selling price and delays in invoicing due to numerous legislative changes), which was offset by
an increase in other payables (cash inflow) (mainly resulting from the amount payable of
RON 114.5 million as of 31 December 2021, following the arbitration decisions issued with respect to the
disputes with Andritz Hydro, and the amount payable related to the tax for electricity producers, which was
introduced in 2021).
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Net cash from operating activities amounted to RON 4,047.5 million for the year ended 31 December 2021
as compared to net cash from operating activities of RON 2,276.7 million for year ended 31 December
2020. Cash from operating activities before changes in working capital increased by RON 2,180.7 million
(81.8%), primarily due to an increase in the Group’s revenue as a result of factors described under
“—Results of operations—7Years ended 31 December 2022, 2021 and 2020” above, which led to an increase
in profit before tax from RON 1,906.6 million to RON 3,784.8 million (by 98.5%). The increase in cash
from operating activities before changes in working capital was offset by the negative effect of increases in
working capital of RON 187.0 million in the year ended 31 December 2021 as compared to the year ended
31 December 2020. For the year ended 31 December 2021, changes in working capital resulted in a cash
outflow of RON 120.6 million compared to a cash inflow of RON 66.4 million in the year ended
31 December 2020. The RON 120.6 million increase in working capital (cash outflow) in the year ended
31 December 2021 was primarily a result of the growth of receivables balance (resulting from the growth of
the Group’s supply portfolio and the increase in selling price). The RON 66.4 million decrease in working
capital (cash inflow) in the year ended 31 December 2020 was primarily a result of an increase in
provisions for litigation and claims.

Net cash used in investing activities

Net cash used in investing activities amounted to RON 750.9 million for the year ended 31 December 2022
as compared to the net cash used in investing activities of RON 1,541.9 million for the year ended
31 December 2021. This decrease was primarily due to payments for the acquisition of subsidiaries in 2021
of RON 598.3 million.

Net cash used in investing activities amounted to RON 1,541.9 million for the year ended 31 December
2021 as compared to net cash used in investing activities of RON 91.0 million for the year ended
31 December 2020. This increase was primarily due to an increase in payments for acquisitions of
subsidiaries in the year ended 31 December 2021 of RON 598.3 million, payments for deposits held for
investment purposes by RON 1,803.0 million, which was partly offset by increase in proceeds from deposits
held for investment purposes by RON 1,215.0 million.

Net cash used in financing activities

Net cash used in financing activities was RON 3,928.6 milli
compared to net cash used in financing activities of RON 1
2021. This increase was primarily due to an increase in divjds
ended 31 December 2022 as compared to the year end
borrowings for business acquisitions of RON 635.2 million

Net cash used in financing activities was RON 1,755.5 millidx; for_ the ygar/ended 31 December 2021 as
compared to net cash used in financing activities of RON 2,053.8 million for the year ended 31 December
2020. This decrease was primarily due to proceeds from borrowings for business acquisitions of
RON 635.2 million registered in the year ended 31 December 2021, which was partly offset by an increase
in dividends paid by RON 283.1 million for the year ended 31 December 2021 as compared to the year
ended 31 December 2020.

Capital expenditures and investments

The Group’s capital expenditures and investments, including mainly its refurbishment and modernization
projects and new hydropower plant development projects.

Historical capital expenditures and investments

The following table sets forth a summary of the Group’s capital expenditures and investments for the years

ended 31 December 2022, 2021 and 2020:
Year ended 31 December

2022 2021 2020
(in RON million)

Payments for acquisition of property, plant and equipment and

INtANGIDIE @SSEES .....ouveviireeieniceetcceet ettt 170.2 179.2 169.7
Payments for acquisition of subsidiaries, net of cash acquired*........ 0.0 598.3 9.4)

Ot e T . i 170.2 7715 160.3

* 2021: related to the acquisition of Crucea Wind Farm and Hidroelectrica Wind Services; 2020: related to Hidroserv
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Capital expenditure and investment in tangible assets consist of hydro-power plants, energy pumping
stations, micro hydropower plants, floodgates, as well as hydro-aggregates, equipment and installations and
wind turbines while capital expenditure and investment in intangible assets consist of software.

Capital expenditure and investments in subsidiaries for the year ended 31 December 2021 are related to the
acquisition of Crucea Wind Farm and Hidroelectrica Wind Services, net of cash acquired. Capital
expenditure and investments in subsidiaries for the year ended 31 December 2020 related to the regain of
control in Hidroserv, net of cash acquired.

The Group’s investment plan from 2023 to 2025 is RON 3,080 million, which includes RON 1,910 million
for developing new hydropower plants and expanding into other renewable sources, RON 855 million for
refurbishing and modernizing its existing hydropower plants, and RON 315 million for maintaining
hydropower plants and other expenses.

The anticipated source of funding for these principal investments and the Group’s capital expenditures
generally is the Group’s cash and cash equivalents and bank borrowings.

Financial arrangements
The following table sets forth the Group’s loans and borrowings as of 31 December 2022, 2021 and 2020:

Description 31 December 31 December 31 December
2022 2021 2020
(in RON million)
International Bank for Reconstruction and 0.0 0.0 26.9

Development dated 13 July 2005 of

EUR 66 million, which is a loan contracted for the
rehabilitation of a hydro-power plant and
assistance in the Company’s institutional T
development (technical, financial and risk
management), in supervision of rehabilitation
works, and in contract management.

Repayment: equal semi-annual installments
between 15 March 2010 and 15 September 2021.
Year of maturity: 2021.

BRD Groupe Societe Generale — ING Bank
dated 7 April 2020 of EUR 50 million, which is a
loan contracted for general financing.

Repayment: equal 20 quarterly installments until
23 December 2020

Interest is linked to EURIBOR 3 months plus a
margin.

Year of maturity 2020.

BRD Groupe Societe Generale dated 4 March 483.0 574.4 0.0
2021 of RON 1,250 million, which is a loan

contracted for financing the acquisition of Crucea

Wind Farm.

Proceeds from loan: RON 635.2 million

Repayment: quarterly installments between

11 June 2021 and 11 March 2028.

Interest is linked to EURIBOR 3 months plus a

margin.

Year of maturity 2028.

0.0 0.0
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Description 31 December 31 December 31 December

2022 2021 2020
(in RON million)

Banca Transilvania — Credit line of Hidroserv 1.5 34 5.0
subsidiary classified as non-current at
31 December 2021 and 31 December 2020
according to the reorganization plan;
Repayment: quarterly installments until second
quarter of 2023.
Year of maturity: 2023
Total loans...........coccoecieciiiinininiice e 484.5 577.8 319
Current POTtioN......coueuvrveeererreeeieierereenreeneensveeeeas 94.0 93.9 28.5
Non-current Portion............ccceveevenrcnreiocnninnenn. 390.5 483.9 34

The following table provides an overview of the scheduled repayments of the Group’s loans and borrowings
in the period from 2023 to 2026, as of 31 December 2022:

Scheduled repayments
(in RON million)
2023 2024 2025 2026
Bank borrowings............cccocciiiiniiiiiiice 103.1 99.8 97.7 95.2

The following table sets out the Group’s remaining contractual maturities for its financial liabilities with
agreed repayment periods, as of 31 December 2022. The contractual maturities are based on the earliest date
on which the Group may be required to pay:

Contractual cash flow

Total
Carrying contractual Less than 3 months to More than
value cash flows % 1 year 1 to 5 years 5 years

,Q_ng (in RON i} ion)
Bank Borrowings..........ccceeeveeiciiincienenns 484.5 51324 26.4 76.9 386.8 23.1
Lease liabilities .... 15.4 17E 2.0 6.3 4.7 4.9
Trade payables.............. 117.8 nRgE . 1045 12.9 04 0.0
Due to related parties™® ...........ccceveiinuenne 165.6 165%2, * T 165.6 0.0 0.0 0.0

A
(TOAIN. . N SN o R 5 e 783.3 814.5 \:~ . 2985 96.1 391.9 28.0

* Payables due to related parties are deducted from trade payables

Off-balance sheet arrangements

The Group did not have any off-balance sheet arrangements as of 31 December 2022, 2021 and 2020 that
have or are reasonably likely to have a material impact on its current or future financial position.

Commitments and contingent liabilities

In addition to the financial arrangements, the Group has various commitments and contingent liabilities as
summarized below.

Contractual commitments

The Group has contractual commitments for the acquisition of property, plant and equipment and intangible
assets, consisting of software, of RON 545.2 million, RON 761.1 million and RON 711.0 million as at
31 December 2022, 2021 and 2020, respectively.

Guarantees

The Group issued good performance guarantees of RON 35.2 million, RON 48.0 million and
RON 86.6 million as at 31 December 2022, 2021 and 2020, respectively, mainly in relation to its
obligations to deliver electricity, and in relation to its payment obligations related to electricity purchase
transactions on the day-ahead and intra-day markets.
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Litigation, claims and tax uncertainties

The main litigations involving the Group, with a total potential exposure of RON 882.9 million,
RON 736.7 million, and RON 692.8 million as at 31 December 2022, 2021 and 2020, respectively, are
summarized below.

Litigation with the Ministry of Energy with a potential exposure of RON 373.1 million as at
31 December 2022, 2021 and 2020. See “Business—Legal Proceedings—Dispute with Ministry of
Energy (case 3200/2/2018).

Litigation with tax authorities regarding past tax treatments with a potential exposure of
RON 214.4 million as at 31 December 2022, 2021 and 2020. See “Business—Legal Proceedings—Tax
Litigation (case 3288/2/2015)

Dispute over the additional tax for electricity producers claimed with a potential exposure of
RON 62.1 million as at 31 December 2022. See “Business—Legal Proceedings—Proceedings related
to energy generation tax.”

Litigation with Hidroconstructia S.A. with a potential exposure of RON 98.8 million as at
31 December 2022. See “Business—Legal Proceedings—Disputes with Hidroconstructia S.A.”

Arbitration with Romelectro S.A. with a potential exposure of RON 29.3 million as at 31 December
2022 and RON 43.9 million as at 31 December 2021. The Company filed an arbitration request for
penalties for delayed works and Romelectro S.A. filed its counterclaims. Due to the insolvency of
Romelectro S.A. , the Group will be entitled to file its claim in the insolvency. The Romelectro S.A.
counterclaims remain and an expert report by a ﬁnanc1al and accounting expert is being drafted at the
request of the Arbitration Court. See egal Proceedings—Arbitral dispute with
Romelectro S.A.” ’

Litigation with Hidroconstructia S.A. witli a “potential exjosure of RON 328 million as at
31 December 2022, 2021 and 2020. Hidro| nstructla S.A. is‘dlaiming for the costs generated by the
suspension of construction works related t othe. Group’s certgin investment projects in progress. In
March 2018, the first court rejected the clai ’S’Aand Hidrocopstructia S.A. contested the ruling. At the
court of appeal, the case was sent back to the rgotrt for re-examination and has ordered an expert
report in hydrotechnical constructions and an expert accounting report be drafted. See
“Business—Legal Proceedings—Disputes with Hidroconstructia S.A.”

Litigation with Beny Alex S.R.L. with a potential exposure of RON 43.6 million as at 31 December
2022, 2021 and 2020. Beny Alex S.R.L. is claiming for the amount of additional works performed
based on the subcontracting agreement concluded with Hidroserv. Beny Alex S.R.L. has appealed the
first Court’s overruling. On 30 May 2023, the Bucharest Tribunal partially upheld the action brought
by the applicant and ordered Hidroelectrica to pay RON 40.1 million. See “Business—Legal
Proceedings—Dispute with Beny Alex S.R.L. (case 36646/3/2018%)”

Litigation with Hidroconstructia S.A. with a potential exposure of RON 29.0 million as at
31 December 2022, 2021 and 2020. Hidroconstructia S.A. filed claims against the Company related to
the works at the Surduc-Siriu site, allegedly incurred by Hidroconstructia S.A. as a result of the
Company’s alleged failure to finance the project. In September 2022, the independent expert issued a
report establishing a potential liability between RON 8.9 million and RON 31.2 million. The
independent expert did not analyze if the Group failed to finance the project or not. On 10 April
2023 the claim was rejected by the Bucharest Tribunal, Hidroconstructia appealed the decision. The
case is going to be submitted for resolution to the Bucharest Court of Appeal. See “Business—Legal
Proceedings—Disputes with Hidroconstructia S.A.”.
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Provisions
The table below sets forth the Group’s provisions for the years ended 31 December 2022, 2021 and 2020:

For the years ended 31 December

2022 2021 2020
Current Non-current Current Non-current Current Non-current
(in RON million)
Litigations and claims ...........cccoveercnnnee 120.4 0.0 116.3 0.0 196.3 0.0
Decommissioning ....... 0.0 724.0 0.0 642.1 0.0 561.2
Tax provisions......... 0.0 93.1 0.0 86.6 0.0 99.3
Other Provisions .........cooeveisiiiniininnns 1.4 0.0 0.3 0.0 0.0 0.0
Total................. 121.8 817.1 116.5 728.6 196.3 660.5

Provisions for litigations and claims

As at 31 December 2022, 2021 and 2020 provisions for litigations include RON 67.6 million relating to the
litigation with the Association of Romelectro S.A., Hidroconstructia S.A. and ISPH Project Development
S.A. started in 2013. See “Business—Legal Proceedings— Dispute with Romelectro S.A., Hidroconstructia
S.A. and ISPH Project Development S.A. (case 40314/3/2013*)”. In 2021, the Group utilized provisions of
RON 88.7 million following the arbitration sentences issued in the arbitration disputes no. ICC 22482/
MHM, no. ICC 22047/MHM and no. 20540 / MHM between Andritz Hydro and Hidroelectrica, according
to which the Company had to pay RON 139.7 million (out of which RON 88.7 million consisted of
provisions utilized and RON 51.0 million represented trade payables). In 2021, the Company settled through
compensations with receivables from Andritz payables of RON 25.2 million, the remaining amount of
RON 114.5 million included in other payables was paid in 2022.

Provisions for decommissioning

In 2018 and 2019, the management of the Company decided to abandon certain investment projects in
progress. As a result, the Company recognized decommissioning provisions against profit or loss for the
present value of the works estimated to be necessary to abandon those assets. The decommissioning costs
were estimated based on studies performed by an external technical expert in 2017, adjusted with inflation
or estimated increase in costs in construction and transpo iié‘ri‘?{-’tfdhs‘ . These provisions were recognized
and annual remeasurements are calculated with impact gfifboth the balange sheet and statement of profit or
loss and other comprehensive income.

Tax provisions

Tax provisions of RON 93.1 million at 31 December 2022, RON 86.6 million at 31 December 2021, and
RON 99.3 million at 31 December 2020 represent the present value of the VAT expected to be paid at the
write-off of the abandoned investment projects.

No significant change

There has been no significant change in the financial position of the Group since 31 March 2023 other than
as described in “Recent Developments and Trends”.

Financial risk management
Overview

The Group is exposed to various types of financial risks in the ordinary course of its business such as credit
risk, liquidity risk and market risks, including currency risk, interest rate risk and other price risk. Below is
a summary of how these risks impact the Group’s business and what targets, processes and policies the
Group has applied in order to manage its individual financial risks. The primary objectives of the financial
risk management function are to establish risk limits, and then ensure that exposure to risks stays within
these limits. For more information, please see Note 27 to the Audited Consolidated Financial Statements.
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Credit risk

Credit risk is the risk that the Group will incur a financial loss if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and this risk derives mainly from trade receivables, cash
and cash equivalents, and other investments.

Cash and bank deposits are placed in financial institutions that are considered to have high creditworthiness.

Exposure to credit risk
The carrying amount of financial assets represents the maximum exposure to credit risk.

31 March 31 December 31 December 31 December

2023 2022 2021 2020
(in RON million)

Trade receivables .......c.cceeeeeieiieeceeeecennnne 2,314.9 1,350.7 663.5 338.0
Cash and cash equivalents ..........ccc.ccccce. 1,233.2 660.7 1,104.9 354.8
Restricted cash........ccooeeivevveerineicicenineenns 101.1 101.1 10.3 10.3
Investment in corporate bonds, deposits

and government bonds ...............cceeeeen 4,035.2 3,386.1 2,561.5 1,730.1
TOtAL....c.ooeviieeeee e 7,684.3 5,498.6 4,340.1 2,433.2

Trade receivables

The Group’s exposure to credit risk is mainly influenced by the individual characteristics of each client. The
Group has established a credit policy according to which each new business client is analyzed individually
from the point of view of creditworthiness before the conclusion of a contract, so that the sale is made to
the clients with an adequate creditworthiness. For household clients, such credit risk analysis is not
performed due to the nature and volume of the customers. Impairment adjustments of trade receivables
reflect the expected credit losses, calculated based on

Y e,

{.OJ

agrded 31 March\2023 was due to significant unbilled
plied to final corjsumers, due to the implementation of
¥:a significant incrégse in new customers. The amount of

Oamdilnts to RON 2,044.7 million at 31 March 2023
A_ /

Increase of trade receivables in the three months
revenues due to delays in the invoicing electricity fi
a new billing system for supply activity and due
the unbilled revenues included in trade receivabl
(RON 1,116.0 million at 31 December 2022).

.

Increase of trade receivables in the year ended 31 Deceniber 2022 was due to significant unbilled revenues
due to delays in the invoicing electricity supplied to final consumers, due to the implementation of a new
billing system for supply activity and due to a significant increase in new customers. The amount of the
unbilled revenues included in trade receivables amounts to RON 1,116.0 million at 31 December 2022

(RON 540.5 million at 31 December 2021, RON 264.8 million at 31 December 2020).

The following table provides information about the exposure to credit risk and expected credit loss (ECL)
for trade receivables as at 31 March 2023:

Weighted Gross
average loss carrying Impairment Net trade
rate amount loss allowance receivables
(in RON million)

Not past du.......cceeeeirereerciriciceiieees 2.32% 1,927.7 (44.6) 1,883.0
Past due — from 0 to 3 months ................ 28.82% 44.6 (12.9) 31.7
Past due — from 3 to 6 months................ 85.84% 239 (20.5) 34
Past due — from 6 months to 1 year........ 100.00% 13.7 (13.7) 0.0
Past due — more than 1 year.................... 100.00% 20.8 (20.8) 0.0
Total.......ocooveeeeeiceceee e 2,030.6 (112.5) 1,918.2
Customers analyzed individually .......... 396.7 0.0 396.7
Total trade receivables ........................... 2,427.3 112.5) 2,314.9
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The following table provides information about the exposure to credit risk and expected credit loss (ECL)
for trade receivables as at 31 December 2022:

Weighted Gross
average loss carrying Impairment Net trade
rate amount loss allowance receivables
(in RON million)

Not past due........ccevermeninnerniierreeens 2.45% 1,014.9 (24.9) 990.0
Past due — from 0 to 3 months................ 36.40% 39.5 (14.4) 25.1
Past due — from 3 to 6 months................ 62.86% 13.5 8.5) 5.0
Past due — from 6 months to 1 year........ 100.00% 19.0 (19.0) 0.0
Past due — more than 1 year.................... 100.00% 10.7 (10.7) 0.0
Total........cooeviieiceee et 1,097.6 (71.5) 1,020.1
Customers analyzed individually .......... 330.6 0.0 330.6
Total trade receivables ........................... 1,428.2 (77.5) 1,350.7

The following table provides information about the exposure to credit risk and expected credit loss (ECL)
for trade receivables as at 31 December 2021:

Weighted Gross
average loss carrying Impairment Net trade
rate amount loss allowance receivables
(in RON million)

Not past due.......cccoeeveeenrenenernceeeenes 1.95% 163.2 (3.2) 160.0
Past due — from 0 to 3 months................. : 40.29% 7.9 3.2) 4.7
Past due — from 3 to 6 months ................ 88.77% 3.7 3.3) 0.4
Past due — from 6 months to 1 year........ 100.00% 34 (34 0.0
Past due — more than 1 year.................... 100.00% 21.0 (21.0) 0.0
Total.... ..o e 199.2 (34.0) 165.1
Customers analyzed individually .......... 0.0 498.4
Total trade receivables.......................... (34.0) 663.5

Gross Impairment
average loss carrying losses Net trade
rate amount allowance receivables
(in RON million)

Not past due........oceecvrecvcrnrineeceerenennnn 1.62% 176.6 2.9 173.7
Past due — from 0 to 3 months................ 50.12% 11.9 (6.0) 59
Past due — from 3 to 6 months................ 100.00% 6.2 (6.2) 0.0
Past due — from 6 months to 1 year........ 100.00% 34 (3.4) 0.0
Past due — more than 1 year.................... 100.00% 43 4.3) 0.0
TOtal.....c.ooiiieiiic e 202.3 (22.7) 179.6
Customers analyzed individually .......... 158.4 0.0 158.4
Total trade receivables .......................... 360.7 (22.7) 338.0

Customers analyzed individually represent outstanding amounts from customers for which the Group
believes that there is a negligible risk to collect.
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Loss rates for the three months ended 31 March 2023 are based on the actual credit loss experienced over
the past three quarters considering the growth of the supply segment and the delays in invoicing the
electricity supplied (31 December 2022: five years)

Loss rates for the year ended 31 December 2022 are based on the actual credit loss experienced over the
past five years (2021: four years and 2020: three years).

The Group has guarantees received from customers of RON 470.4 million at 31 March 2023 (RON
907.6 million at 31 December 2022). These are guarantees for payment in the form of bank letters of
guarantee received in relation to electricity sales contracts. Decrease of guarantees in the three months ended
31 March 2023 received from customers is due to the implementation of the market for centralized
acquisition mechanism of electricity. Transactions on this market are made through OPCOM as intermediary,
meaning that the Group concluded one wholesale contract with OPCOM, thus the number of wholesale
contracts decreased in the three months ended 31 March 2023.

The Group has guarantees received from customers of RON 907.6 million at 31 December 2022 (RON
593.0 million at 31 December 2021, RON 432.9 million at 31 December 2020). These are guarantees for
payment in the form of bank letters of guarantee received in relation to electricity sales contracts.

Ligquidity risk
Liquidity risk represents the risk that the Group may have difficulties in meeting the obligations associated

with financial liabilities settled by transfer of cash or another financial asset. The Group has significant cash
and cash equivalents and Short-term Investments, therefore it does not face significant liquidity risk.

The Group monitors the level of cash inflows forecasted from collection of trade receivables, as well as the
level of cash outflows forecasted for the payment g S trade and other payables. The Group aims to

the payment of financial liabilities.

-
Exposure to liquidity risk g
The following table shows the remaining contig gf financial liabilities at the reporting date.
The contractual cash flows are presented gross aW@and OnfY €d, and include estimated contractual interest
payments. g
Contractual cash flows

Carrying

31 December 2022 amount Total < 12 months 1 -5 Years > 5 years
(in RON million)
Financial liabilities
Trade Payables ............cocvruiiiceniimnimecneiseinsassssae s 283.4 283.4 283.0 0.4 0.0
Bank borrowings 484.5 513.2 103.3 386.8 23.1
Lease Habilities ..........ccovuerereieiriiniinnneese s 15.4 17.9 83 4.7 49
Total......ccoooiiiiiiii s 783.3 814.5 394.6 391.9 28.0
Contractual cash flows

Carrying

31 December 2021 amount Total < 12 months 1 -5 Years > 5 years
(in RON million)

Financial liabilities
Trade payables..........coocomeevviercniicriiiniccieenniiseec e 173.9 173.9 171.4 25 0.0
Bank borrowings............... 577.8 581.5 95.3 371.2 115.0
Lease liabilities .........ccoevinviiiiiiiiiiiccc e 12.5 15.5 4.5 52 5.8
TOAL.....cooriericr ettt s 764.2 771.0 271.2 379.0 120.8
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Contractual cash flows

Carrying
31 December 2020 amount Total < 12 months 1 -5 Years > § years
(in RON million)

Financial liabilities

Trade payables.........cocoiiiiiciniiircicecreeennae 178.4 178.4 172.7 5.6 0.0
Bank borrowings 319 32.0 29.1 3.0 0.0
Lease liabilities . 21.0 21.6 8.6 13.1 0.0
Total.................. 2313 232.1 2104 21.7 0.0

Market risk

Market risk is the risk that changes in market prices (i.e. foreign exchange rate and interest rate) will affect
the Group’s profit or the value of the financial instruments held. The objective of market risk management
is to control market risk exposures within acceptable parameters, while optimizing the return.

Interest rate risk

The Group has long-term bank borrowings with variable interest rates, which may expose the Group to
interest rate risk.

31 December 31 December 31 December

2022 2021 2020
(in RON million)
Fixed-rate instruments
Financial assets
Restricted €ash........coooveivinniciinienioiirrrrere e 101.1 10.3 10.3
Investments in corporate bonds, deposits and government
BONAS ...ceerveneecieieeacscnrirecrsrensts e sssssesessesssabeesesesasenssrrerosh 3,386.1 2,561.5 1,730.1

Total ..o g B VPR 3,487.1 2,571.7 1,740.3
Financial liabilities o,

Lease labilities..............oo..veeerveeeeeereerereeeeseennes B g (15.4) (12.5) (21.0)
TOtAl ...t e N e aee (15.49) (12.5) (21.0)
Variable-rate instruments

Financial ligbilities ......................ccccoovvvenuevevivicirneenennenna.

Bank bOITOWINES ........ccceovinierininineiinieceeseereesee e nennens (484.5) (577.8) 31.9)
BT | 0= Oy SR (484.5) (577.8) 31.9)

Fair value sensitivity analysis of fixed-rate instruments

The Group has no financial assets and financial liabilities with a fixed interest rate recognized at fair value
through profit or loss. Therefore, a change in interest rates on the reporting date would not result in a gain
or loss in profit or loss.

Cash flow sensitivity analysis of variable-rate instruments

A reasonably possible change of 50 basis points in interest rates at the reporting date would have increased
(decreased) the profit before tax by the amounts shown below. This analysis assumes that all other variables,
in particular currency exchange rates, remain constant.
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2022

Variable-rate INSLIUIMENLS .........covvivviiiiirreeeerirereeeeerrreesseeessneessssnnssserensseesessenessseesssrsessaenn

2021

Variable-Tate INSIIUIMENES .....covvievirrreeiriiereeeeeisteeeeereeerneeeesssseseasessnraesssaessasssesssensesseneaees

2020

Variable-Tate INSIIUIMENLS .........ceeevveeeeeireeeeeisrseeeseseeeeaseeeessreasassssseeressasessssssessesssaneesen

Currency risk

The Group is exposed to transactional forelgn
currenc1es in Wthh sales, purchases, reg

Trade receivables .........oooeveeeiieeeeecreececenne
Investments in corporate bonds..........c.cccccvveeerveninnne
Cash and cash equivalents...........cccocevevcvcniciiiinnnnn
Trade payables ..........cccoevevrevcinenciniiiniiiincenne
Bank borrowings.........c.coccoevmveeneiniiininiininineenns
Lease liabilities ..........ccccovevereinirieeciieenne s

Net statement of financial position exposure..........

Trade receivables ..........ccoccveceniniiiiiininiiieneen
Cash and cash equivalents..........c.ococovvininiinviennnnns
Trade payables ......c..ccocvvernrecniniiiieneenes
Bank DOITOWINGS.....c..coccevevirniiniiriiiiiiie e
Lease labilities .......ccc.ocevevenveinnninininenieineeeiees

Net statement of financial position exposure..........

Cash and cash equivalents.........cc.coeoevveciiicenininnnne.
Trade payables ..o,
Bank bOrroOWings.......cccoeveverrenineniiiniiniesernenieee s
Lease Habilities ........ovevrreeerereneereneeinreerecrireeeseeccnenns

Net statement of financial position exposure..........

im E %nctlo
4 k.

The currency in whlch these transac upsABQQﬂmpan

=

Increase/ (decrease) of
Profit before tax

50 bp
increase

50 bp
decrease

(in RON million)

(2.4)
(0.8)

(0.2)

24

0.0

02

31 December 2022
- RON miillion equivalent of the currency -

risk to the extent that there is mismatch between the
borrowmgs are denominated and the respective
ﬁa currency of the Group is the Romanian Leu

denominated are RON. Certain liabilities are
5’ Group’s risk management policy is to primarily
¢ instruments or hedging instruments.

EUR USD CHF HUF

0.2 0.0 0.0 0.0

351.3 0.0 0.0 0.0

4.0 0.2 0.0 0.0

(4.0) 0.0 0.0 0.0

(483.0) 0.0 0.0 0.0
(13.6) 0.0 0.0 0.0
(145.0) 0.2 0.0 0.0

31 December 2021
- RON million equivalent of the currency -

EUR USD CHF HUF
2.8 0.0 0.0 0.0
99.5 0.2 0.3 0.2
@7 0.2) 0.0 0.0
(574.4) 0.0 0.0 0.0
(8.7) 0.0 0.0 0.0
(485.4) 0.1 03 0.2

31 December 2020
- RON million equivalent of the currency -

EUR USD CHF HUF
1.0 0.1 03 0.2
(69.9) 0.2) 0.0 0.0
(26.9) 0.0 0.0 0.0
(16.1) 0.0 0.0 0.0
(111.9) (0.0) 0.3 0.2
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The following exchange rates have been applied:

31 December 31 December 31 December

2022 2021 2020
RON / EUR ..ottt 4.9474 4.9481 4.8694
RON 7 USD ..ttt 4.6346 4.3707 3.966
RON / CHEF ...t 5.0289 4.7884 4.4997
RON / 100 HUF ...ttt 1.2354 1.3391 1.3356

Sensitivity analysis

A 5% appreciation of the Romanian leu (RON) against all other foreign currencies as at 31 December
would have affected the profit before tax by the amounts shown below. This analysis assumes that all other
variables remain constant. The Group has limited USD and CHF exposure.

Increase/(decrease) of Increase/(decrease) of Increase/(decrease) of

Profit before tax Profit before tax Profit before tax
2022 (RON.million) 2021 (RON million) 2020 (RON million)
EURL...o o ans, 24.3 5.6
USD . it 8 BRL (0.0) 0.0
L0 | R (0.0) (0.0)
100 HUF ..o (0.0) (0.0)
Total ..........0..... 0000 5 5 24.2 5.6

A 5% depreciation of the Romanian leu (RO
would have affected the profit before tax by the a
variables remain constant.

r foreign currencies as at 31 December
below. This analysis assumes that all other

Increase/(decrease) of Increase/(decrease) of Increase/(decrease) of

Profit before tax Profit before tax Profit before tax 2020
2022 (RON million) 2021 (RON million) (RON million)
EUR ..o (7.3) (24.3) (5.6)
USD ..ot 0.0 0.0 0.0)
CHE &8s A ST s 0.0 0.0 0.0
100 HUF ..., 0.0 0.0 0.0
Total ........cooeovvenvieeiieeieens 7.2) (24.2) (5.6)
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INDUSTRY OVERVIEW AND KEY TRENDS

The following information relating to the industry has been provided for background purposes only. In this
Prospectus statements regarding the market and industry in which the Company operates and its position
therein are mainly based on industry publications and surveys, official governments or industry bodies,
including third-party sources and the Company’s estimates based upon information obtained from regulators,
trade and business organizations and associations, consultants and other contacts within the industries in
which the Group operates as well as its senior management team's business experience and experience in
the industry. Unless indicated otherwise, all market, industry, market share and competitive position data set
out hereunder that relate to the market in which the Group operates are estimates and should be treated
with caution, involve risks and uncertainties and are subject to change based on various factors. The
information has been extracted from third party sources that the Company reasonably believes to be
reliable, including the Wood Mackenzie Report, but the Company has not independently verified such
information and cannot guarantee its accuracy or completeness. All statistical and market information
provided by Wood Mackenzie (as defined below) presented in this Part (“Industry Overview and Key
Trends”) and elsewhere in this Prospectus has been reproduced from the Wood Mackenzie Report.
Additional factors which should be considered in assessing the usefulness of the market and competitive
data are described elsewhere in this Prospectus, including those set out in the section entitled “Risk

Factors” of this Prospectus. Accordingly, undue retimmme. should not be placed on any of the market,
E ({3

industry, market share and competmve posmo Qﬁata conitig _d in this Prospectus. See ‘“Presentation of

Financial and Other Information.” o

The information included from the Wood Ma
by and remain subject to the copyright of th X

agreed between Wood Mackenzie and the Selling Shareholder The data and mformatton provided by Wood
Mackenzie should not be interpreted as advice. Nothing contained in them constitutes an offer to buy or to
sell securities, or investment advice. You may not copy or use this data and information except as expressly
permitted by Wood Mackenzie in writing. Wood Mackenzie does not provide a comprehensive analysis of the
findncial position or prospects of any company or entity and nothing contained herein should be taken as
comment regarding the value of the securities of any entity.

Macroeconomic Overview of Romania and Central Eastern Europe

The Romanian economy is well-positioned to benefit from increased European integration and domestic
policy tailwinds. Romania contributes approximately 19% to the GDP of Central Eastern Europe and is
forecasted to be one of the fastest growing economies in Europe, with an average real year-on-year GDP
growth estimated for 2022-2026 to be of 2.4%, compared with 2.2% for the rest of the Central and Eastern
Europe (average for Bulgaria, Czech Republic, Estonia, Hungary, Lithuania, Latvia, Poland and Slovakia).

Figure 2: Real GDP growth between 2022 — 2026 (%)

2.4%
2.2%

[N ] CEE'" (excl. Romania)

Source: Wood Mackenzie Report
Notes:
1. Bulgaria, Czech Republic, Estonia, Hungary, Lithuania, Latvia, Poland, Romania and Slovakia

In the longer-term (2025 to 2035), Romania’s real GDP is expected to grow at a CAGR of 1.8%, which
can be further segregated into the following key macro fundamentals: (i) 1.4% gross fixed capital formation
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driving up industrial output, (ii) capital investment and productivity gains offsetting the shrinking workforce
+0.8%, and (iii) negative growth in the labor component -0.4%. The expanding services sector is expected
to drive the majority of the absolute growth contributing to 65% of GDP by 2035.

Supply driven inflation increased in the last two years leading to observed inflation rates of 5.0% and 9.6%
in 2021 and 2022, respectively whereas in 2020 the annual inflation level was 2.6%.

Romania aims to continuously converge with the European Union to secure long-term support from EU-led
programs. The efforts are clearly visible with the plan to i) accelerate structural reforms and strengthen
institutions, ii) adopt Euro by 2029 and iii) adhere to the Schengen Zone. Evidence of a successful inflow
of investments driven by these reforms is reflected in EU-led funding initiatives such as the EU Cohesion
Policy, through which Romania is expected to receive €31.5 billion between 2021 and 2027 to promote the
economic, social, and territorial cohesion of its regions and its green and digital transition.

As part of the process to grow Romania’s economy, various national renewable and nuclear build-out targets
have been set in place such as efforts to stimulate legislative and regulatory framework for private
investment in renewable generation. Romanian Recovery and Resilience Plan (the “PNRR”) is playing a
major role in facilitating the renewables build-out. The package contains EUR 29 billion of support spread
across 107 investments and 64 reforms with the aim of 1.1% GDP Growth added by 2026. The following
diagram showcases the allocation of support from the package.

Figure 3:
PNRR allocation

Other m—
18%

Green
transition’"!
41%

Digital
Transition
21%

Economic and social resilience
25%

Source: European Commission
Notes:

1. Green transition initiatives include the modemization of railways, urban mobility, clean energy production, energy efficiency of buildings,
and biodiversity and environmental protection

The PNRR aims to support Romania’s investments in: (i) railway infrastructure, including electrified or zero-
emission railways (EUR 3.9 billion); (ii) urban mobility through infrastructure for a green and safer urban
transport (EUR 1.8 billion); (iii) energy-efficient renovation and seismic renovation of buildings
(EUR 2.7 billion); and (iv) clean energy production (EUR 855 million) by phasing-out of coal and lignite
power production, deployment of renewables and hydrogen.
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Market Participants

Hidroelectrica plays an instrumental role in Romania’s power sector being the #1 power generation platform
with 100% green portfolio, and ambitions to grow in energy retail.

Figure 4:
The below diagram displays the structure of the Romanian power sector
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Source: ANRE annual reports

Notes:

1. Average market shares between 2018 and 2022, based on
domeniul Energiei (Romanian Energy Regulatory Autho

2. Based on 6.3 GW of hydropower capacity for Hidroelectrica
capacity in Romania as of 2022

3. CEZ Group assets in Romania are owned by Macquarie (MIRA) and are no longer part of CEZ a.s.

4. Based on YTD market shares of suppliers as per Autoritatea Nationald de Reglementare in domeniul Energiei 2022 December report

5. Based on Autoritatea Nationald de Reglementare in domeniul Energiei 2022 November report

.
ABR T
annual reports .&b
5 et.gqmny irfformation and Wood Mackenzie estimates for hydropower

e grid as per Autoritatea Nationald de Reglementare in

Romania’s energy sector is regulated by the Ministry of Energy which is responsible for energy policies,
monitoring compliance with EU obligations and requirements, and the general management of public assets
in the energy sector. ANRE is an autonomous administrative body under Parliamentary control responsible
for adopting regulations in the electricity, heat, and gas sectors, as well as the energy efficiency sector. In
parallel, the National Environmental Protection Agency (in Romanian “Agenfia Nafionald pentru Protectia
Mediului”) is responsible for implementing rules and policies related to environmental planning, being the
main regulatory body providing permits. Similarlyy, ANAR monitors and manages the waters and
hydrological infrastructure in the Romanian state public domain.

OPCOM is the electricity market administrator with responsibilities including: (i) organizing and
administering activities of the centralized market for wholesale trading of electricity; (i) settlement
operations for DAM and intra-day market in the balancing market; and (iii) organizing the whole sale
trading on medium and long term electricity and green certificates.

The Company is the largest player in the Romanian electricity generation market with approximately 29%
market share accounting for approximately 67% of the renewable generation, based on average energy
delivered to the grid between 2018 and 2022. Additionally, Hidroelectrica operates approximately 95% of
Romania’s hydro capacity as of 2022.
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Figure 5:
Romanian energy market breakdown between 2018 — 2022V (% TWh)

2%

12%

29%
17%

19% 20%

mHydro mCoal mNuclear =Gas® sWind = Solar & other RES

Source: ANRE

Notes:

1. Based on total electricity delivered to the grid, as per Autoritatea Nationald de Reglementare in domehiul Energiei (Romanian Energy
Regulatory Authority) annual reports

2. Includes heating oil (Pacura)

Figure 6:

i’)

e COMPLEXUL \
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i@ Hydro '$ Wind % Solar @ Nucleas % Coal @ Gas E.I cil

Source: ANRE

Notes:

1. Based on total electricity delivered to the grid, as per Autoritatea Nationald de Reglementare in domeniul Energiei (Romanian Energy
Regulatory Authority) annual reports

2. Calculated as the sum between 15.2 TWh (average energy delivered from hydro sources between 2018 and 2022) and 0.3 TWh (energy
delivered to the grid by the wind farm in 2021)

Hidroelectrica has recently entered into the wind business by acquiring Crucea Wind Farm (108 MW) from
STEAG GmbH in 2020/2021, representing 4% of the total wind capacity in 2022. Hidroelectrica has strong
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ambitions to further diversify its energy mix by expanding its renewable portfolio, and growing its wind and
solar businesses going forward. The figure below represents a breakdown of total wind capacity in Romania
in 2022.

Figure 7:
Market shares in wind in 2022 (% of capacity)

Macguarie

Enel Green Power
EDP Renewables
Verbund

IKEA
{}uémluci;siu . '

Starting in 2020, Hidroelectrica entered the energy retail market in which it holds an approximately 8%
market share as of December 2022. The Company has observed rapid growth in this business and plans to
further strengthen its position in the Romanian energy retail market, which currently consists of more than
90 suppliers, with the top 3 players being Electrica Furnizare S.A., and E.On Energie Romania
S.A., holding approximately 49% of the market share as of
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Figure 8:
Energy Retail Market Share as of December 2022 (% TWh)

« 3.5 million clients

+  6.94TWh supplied
+ Others: Very electricity

fragmented, 20.3% 18.0% +  Strategy: protect the
players have less customer portfolio by
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sharest no price increases in 2021)
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(e.g., Hungary)

C.ivcrca
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regulated and free markets
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@ HIDROELECTRICA

Increase in market share from
1.07% in 2020 to ¢.8% in
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B Hidroelectrica B cezvanzare
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Met Romania Energy [l Others

Source: ANRE

Notes:

1. Players with 1%- 2% market shares: Renovatio, Nova Power and gas, Alro, Electrificare CFR, Next Energy Partners, Energy Distribution
Services, CE Oltenia, Verbund Wind, EFT Furnizare and other 74 suppliers with individual market shares less than 1%

Demand and Supply

Expansion of the Romanian electricity generation portfolio is driven by an increase in base load demand
with further acceleration coming from electrification, supported by significant EU funding which encourages
an accelerated roll-out of renewables.

As Romania’s economy develops, approximately 29% of the growth in demand until 2035 will be driven by
an increase in base demand. Along with this, the electrification of heating, growth in electric vehicles, and
implementation of green hydrogen technologies add to the overall demand increase. Additionally, there is a
change in the fuel mix as coal is phased-out and renewables and nuclear become a larger part of the energy
mix. Romania expects to achieve 100% independence from fossil fuel in the national energy mix by 2050
and to phase out coal by 2032, reducing carbon emissions by 55% by 2030 (compared to the 1990 level).
On the renewables side, there is a goal of an additional 10-11GW of renewable projects to be commissioned
by 2030. As coal is being phased out and new renewable capacities construction is underway, Romania is
expected to import power in the medium term with the balance reversing by 2035, when Romania is
expected to generate 0.3 TWh energy in excess of its internal demand. The below figures illustrate the
energy demand and generation split.
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Figure 9:
Romania’s Demand by Source (TWh)

2025 - 2035 CAGR: §

2025E 2030E 2035E
=RCA = Supplementy decarbonised heating
m Industry m Green hydrogen (on-grid)
= Transport Electric vehicles

""" - % of RES

® Grid losses and internal consumption

Source: Wood Mackenzie Report

Figure 10:
Romanias Gen

2025E 2030E 2035E

= Gas = Hydro m Coal = Nuclear Solar = Wind u Others
7 % of RES i % of RES in EU-27

Source: Wood Mackenzie Report
Notes:
1. Romania expects to generate 0.3 TWh more energy than its internal demand in 2035.

According to the Wood Mackenzie Report, gas share is expected to increase, reaching a peak of 27% in
2027 as coal is phased out and nuclear refurbishment starts. As nuclear and renewables generation rise, gas
share is expected to reach a lower level of 9% by 2035. At the same time, the share of renewables is
expected to reach 64% on the back of decarbonization initiatives and electrification tailwinds. Wind, solar,
and hydro altogether are expected to supply 30.2 TWh of energy in 2025, 37.4 TWh in 2030, and 46.1
TWh in 2035.

The increase in Romania’s energy demand can be split in two main categories: (1) base demand, and
(2) demand coming from electrification.

The increase in Romania’s base demand is split into three main sections: RCA (Residential, Commercial and
Agriculture), Industry and Transport. The expected growth in demand coming from the RCA sector, at,
0.7% 2025-2035 CAGR (from 22.6 TWh in 2025E to 24.2TWh in 2035E), is linked to growing economic
prosperity and a shift towards a service-focused economy. At the same time, expanding foreign investments
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and rising levels of industrial output are expected to lead to growth in demand coming from the industrial
segment of the economy of 0.8% CAGR between 2025-2035 (from 26.5 TWh in 2025E to 28.7TWh in
2035E). Similarly, increased demand from the transport sector at 0.3% 2025-2035 CAGR (from 1.1 TWh in
2025E to 1.ITWh in 2035E) is expected, fueled by greater private sector participation in infrastructure,
electrification of railways, and the rise of sustainable mobility.

Figure 11.1:
Demand Power Demand (TWh) Base Demand
Source Growth Factors
2025E 2030E 2035E
+0.8% . Growing economic
e | prosperity
22.6 23.6 24.2 »  Shift towards a
Residential, service focused
Commercial & L 3 economy
Agriculture e 0.7% CAGR ot

+0.7% +0.9%

[ *  Expanding foreign
/ 2.5 ) 275" | 287 investments
4 ) ' ) +  Rising industrial
output levels
SRCuetey e 0.8%CAGR — ¢
+0.3% +0.2% f ‘Private sector
4 | 74 participation in
1.1 11 2.1 0, mfrastructure
Transport ] Electric rails and

@—— 0.3% CAGR sustainable mobility

Furthermore, accelerated increase in demand is expected to result from electrification with growing demand
for EVs, electrolysers and heat pumps as illustrated in the below table.
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Figure 11.2:

Demand Power Demand (TWh) Technological

Source 2025E 2030E 2035E Growth Factors

+29.5% +6.8% *  +1.3 MM households
A & with heat pumps
13 4.7 (25 »  Efficient financing
measures

m'm +8.6% *  Financial support for
4 4 pilot green hydrogen
n/a 13 2.0 *  Decrease in cost of
renewables and
electrolysers

Hydrogen o  52.6% _ =

~ * +1 MM new electric
GN 49.6%  20.4% vehicles

01 Cost reduction and
) innovation in battery
Electric storage

Vehicles o 342% CAGR/y @\ Tax breaks

Source: Wood Mackenzie Report
Notes:
1. 9-year CAGR between 2026 and 2035

To meet the increase in electricity demand coming from different sources, significant EU funding is
available for deployment in support of Romania’s plan to decarbonize its energy sector and reduce CO2
emissions. EU policies and funds include (i) the Modernization Fund, funded by the auctioning of 2% of
total certificates allocated under the EU Emission Trading Scheme (“EU-ETS”) 2021-2030 scheme;
(i) allocation of €1.6 billion to Romania’s energy sector as part of the PNRR; or (iii) allocation of
€1.9 billion of the Just Tramsition Fund, of which Romania is the third-largest recipient. Significant EU
funding encourages an accelerated in the roll-out of renewables with positive change in renewable regulation
also attracting new investments in the renewable generation space across hydro, wind and solar. The below
graphic shows the growth by business with the majority of the additional capacity coming from (i) 6.4GW
solar, (ii) 3.8GW wind, (iii) 1.3GW of nuclear, and (iv) 0.8GW from hydropower. Currently, the Group
plans to submit an application for financing for REpowerEU.
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Figure 12:
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Romania’s net zero strategy is consistent with the broader
2050 and a 55% reduction of carbon emissions by 2030 com
was a major step to accelerate the energy transition further and\gk
targeting the acceleration of renewables and limiting costs.

Wood Mackenzie estimates Romania’s renewable share to climb swiftly to 61% by 2030, much higher than
the country’s target of 49.4%. 11.2 GW of wind and solar are expected to be deployed by 2030, exceeding
the 10.3 GW deployment target and helping the nation surpass the renewables generation target.

Regulatory

Romania’s regulatory landscape has continuously evolved, converging with EU policies to address rising
energy prices, and adopting revenue mechanisms that support the renewables build-out.

Regulation in Romania is expected to be constantly evolving to deal with challenges and support economic
growth. Currently, there is no 100% vertically integrated utility in Romania. Since the early 2000s, starting
with the unbundling of vertically integrated National Electricity Company into four separate legal entities
(Termoelectrica, Hidroelectrica, Electrica, and Transelectrica) and the launch of the electricity spot market
operated by OPCOM, Romania’s energy sector has been on a steady path towards liberalization. In 2021,
the market became fully liberalized. As a result of soaring energy prices beginning in the fourth quarter of
2021 and the Russian -Ukraine war beginning in early 2022, the market has been further regulated by
Romanian authorities as it has been the case in many EU countries, in order to tackle the effect of elevated
energy prices on the population and business competitiveness across Europe.

Romania’s policies are concentrated on delivering the National Energy and Climate Plan until 2030. In line
with other EU countries, Romania is now taking extensive measures to cope with rising inflation and
soaring energy prices. During the energy crisis, Romania established numerous policies including a windfall
tax for energy producers (please see “Management discussion and analysis of financial condition and results
of operations — Description of key income statement line items — Tax for electricity producers”), and a
centralized acquisition of electricity through the CEPM. The tax collected will be passed on to customers by
funding the retail market price cap. This represents a temporary re-use of regulated prices as a protective
measure and is expected to last until March 2025. The CEPM requires the Company to sell through the
CEPM at a fixed price of RON 450/MWh a certain amount of energy (please see risk factor “Changes in
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regulations or government policies, particularly as a result of increased governmental intervention in the
electricity market, could materially and adversely affect the Group’s business” and section “Regulatory
matters — GEQ 153/2022 introducing mechanism of centralized acquisition of electricity (CEPM)”). The
CEPM is applicable to producers with an installed power equal to or higher than 10 MW and that are
commissioned prior to 1 April 2022. These price cap measures are used in combination with other
initiatives to support consumers and businesses in most affected industries such as retail price regulation and
transfers to vulnerable groups.

Figure 13:
ﬁ‘taﬂ:!ﬁmz
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Source: Wood Mackenzie Report

Additionally, in support of decarbonisation, Romania has begun implementing and adopting more stable,
investment-friendly legislative frameworks and mechanisms to encourage the build-out of renewables. Such
frameworks include:

PPAs

Since the enactment of GEO 143/2021, Romanian power producers are able to conclude PPAs off the
market, through a direct negotiation process with a freely chosen buyer (for more details please see section
“Regulatory — Energy Matters — The Energy Market in Romania — Conclusion of PPAs”).

PNRR State aid scheme tenders

State aid scheme tender for renewable projects with a combined capacity of ~950 MW was launched in
2022 and is currently under the selection process. The scheme is part of the PNRR program and aims to
accelerate the commissioning of renewables projects close to the ready-to-build stage.

Contracts for Difference (“CID”)

In June 2020, the Romanian Government signed a memorandum for the introduction of CfD auctions for
renewable energy, nuclear and CCS/ CCU technologies. The counterparty of the CfD scheme will be
OPCOM, the Romanian power and gas market operator. OPCOM will enter the CfD with the eligible
producers, collect and allocate the funds, and monitor the CfD beneficiaries throughout the lifespan of the
scheme. The auctions organizer is intended to be the grid operator, Transelectrica (for more details on the
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CfD scheme please see section “Regulatory Matters — Energy Matters — Licences obtained by the
Company to participate on the Romanian electricity market — Energy generation — Enactment of a support
scheme based on a contract for differences mechanism”).

The CfD scheme would provide greater confidence to investors to develop renewable projects in Romania.
Stable prices would lead to secured revenues. Investors would face lower risks of revenue fluctuations and
consequently would get lower cost of capital. CfD is also a key enabler to secure financing and incentivizes
other types of investors to participate in the auctions.

Green certificates

Green certificates support scheme was introduced in 2005 and is applicable to renewable energy producers
certified by ANRE until 31 December 2016. Through this mechanism, energy producers were certified by
ANRE, and each month they would receive green certificates, i.e. a tradeable commodity, issued in
accordance with the source used (e.g. solar, wind, biomass, hydro) for the energy produced and delivered
into the grid (for more details on the green certificates scheme please see section “Regulatory Matters —
Energy Matters — Licences obtained by the Company to participate on the Romanian electricity market —
Energy generation — Support scheme through green certificates”).

Power Prices

Electricity prices have surged because of the Russian-Ukraine war, with commodity prices, renewables roll-
out, electrification, and hydrology conditions driving future power prices.

Romanian power prices can be attributed to numerous factors such as the influence of hydrology, accelerated
coal phase-out, growing contribution of renewables and nuclear and power demand growth promoted by
electrification as well as natural gas prices of electricity producers such as OMV Petrom or Elcen. For the
first time in over a decade, the monthly average power price surpassed €200/MWh in December 2021 with
a peak of €480/MWh in August 2022. With gas prices beginning to subside along with milder weather,
power prices are beginning to decrease with prices reaching €116 average in 2023 YTD as per
OPCOM.

Figure 14: s :
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Notes:

1. 1% of January 2023 until 25 of May 2023

2. RONA450 partial price cap was introduced in March 2022
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BUSINESS

OVERVIEW

The Company is the leading electricity producer in Romania in terms of electricity produced, a large hydro
player in Europe and the main provider of ancillary services in Romania, playing an instrumental role in the
security of the NES. The Company is one of the largest hydro players in Europe, generating 13.6 TWh of
electricity from hydro sources in 2022, 16.9 TWh in 2021 and 15 TWh in 2020 all representing gross
production. On top of that, the Company has become at the end of 2022 one of the largest energy suppliers
in Romania’s energy retail market and supplied approximately 3.7TWh of electricity to final consumers in
2022, as compared to 1.0 TWh in 2021 and 0.6TWh in 2020 (see figure 29.2 below).

The Company is the only producer of electricity from a hydro source that operates dispatchable production
units in Romania. The 10-year average from 2013 to 2022 for gross hydropower generation by the
Company is 15.9 TWh per year. The generation from hydro sources in 2022 reflects less favorable
hydrological conditions.

Since the Company was set up in the current legal form as a joint stock company in 2000, the Company’s
lowest level of gross electricity production was 12.1 TWh in 2012 and the highest was 20.1TWh in 2005.
For 10-year average hydrology variations from 2013 to 2022 please see figure 15 below showing the
Company’s annual gross hydro production.

According to ANRE, the total electricity generated from all sources in Romania in 2022 was 53.54 TWh,
with Hidroelectrica accounting for approximately 29% of t ?:m”gctricity delivered to the grid on average
during 2018 — 2022. SUEEEG
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The Company also provides ancillary services (for details, please see “Business and Operations —
Electricity generation — Ancillary services”), including secondary adjustment services (centralized automatic
frequency adjustment to bring the frequency/power change to setpoint values within 15 minutes), rapid
tertiary reservice services (power reserve provided by generating plants that are qualified to achieve load
synchronization and charging in 30 minutes maximum) and reactive insurance services. The 10-year average
volume of secondary adjustment services provided by the Company from 2013 to 2022 was approximately
61% of the total secondary adjustment services required by the NES. The 10-year average volume of rapid
tertiary services provided by the Company from 2013 to 2022 was 79% of the rapid tertiary reserve service
required by the NES. The 10-year average volume of reactive energy insurance services provided by the
Company from 2013 to 2022 is 100% of the services debited or absorbed from the network in the
secondary voltage adjustment band required by the NES.

The Company generates electricity both from its hydro and wind assets and, as of 31 December 2022,
taking into account the Crucea Wind Farm of 108 MW, the Company has an installed capacity of 6,389
MW (or 6,480 MW when accounting for pumping stations).

In terms of hydro assets, the Group owns and operates 182 hydropower plants, which are strategically
positioned in seven branches across Romania, including® Portile de Fier (with an installed capacity of 1.6
GW), Valcea (with an installed capacity of 1.5 GW), Hateg (with an installed capacity of 0.7 GW), Curtea
de Arges (with an installed capacity of 0.7 GW), Bistrita (with an installed capacity of 0.6 GW), Cluj (with
an installed capacity of 0.5 GW) and Sebes (with an installed capacity of 0.5 GW). The Company also has
5 pumping stations, with an installed capacity of 91.5MW, which contribute to operational efficiencies in
water management for the Company to optimize electricity generation.

The total installed capacity of the Company is divided into three categories corresponding to three types of
assets: (i) storage hydropower plants, (ii) run-of-river hydropower plants; and (iii) pumping stations. The
22 The presented installed capacity includes only HPPs over 10 MW and excludes 91.5 MW of electrical pumping stations
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Company has been generating since its incorporation in 2000 and continue to have a 100% renewable
portfolio.

The Company’s hydropower plants are maintained through preventive and corrective maintenance programs
in accordance with the framework agreement concluded between the Company and its subsidiary Hidroserv,
on a yearly and standardized basis (for details, please see “Business and Operations — Electricity
generation — Maintenance as a part of operational expenditure”). The framework agreement is designed to
sustainably maintain hydropower plant availability (both of construction and equipment) (as highlighted in
figure 16 below) for generating electricity and to maintain the hydropower installations in safe operating
conditions.

Figure 16: Hydro unit availability
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In terms of its wind assets, in 2021, the Group acquir wind’ farik (Crticea Wind Farm) with an installed
capacity of 108 MW consisting of 36 Vestas V112 fype, turbines 4f3 MW each, developed and fully

commissioned by STEAG in 2014. The below table sets™eut fhe-operational indicators for Crucea Wind
Farm during the period 2020-2022:

2020 2021 2022
Net capacity factor® (%0)..........coovveieeeeeeeeeeeeeeeeeseseeseereeosseesssessene 31.97 30.48 31.59
Generation output (MWh) — net generation delivered into the
B .ottt ettt beeaeas 302,450 288,323 298,874
Plant availability (%6) ..........ccccoeiivneirnrnreee s 98.72 98.70 98.10
Planned/unplanned outages (h/year).................ccccccoeveverrenrerenenenn 34/0 36/0 36/0

2 energy produced/nominal power theoretical energy (installed capacity x number of hours per year (8760 hours)) x 100
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As a result of the maintenance works conducted on the basis of the agreement concluded with Vestas (for
more details, please see “Material contracts — Agreement with Vestas™), Crucea Wind Farm registered a
high availability rate in comparison with its generation output, as highlighted in the figure below:

Figure 17:
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The electricity produced by the Company is sold mainly ﬁtwo sﬁeams L} wholesale market and (ii) retail
market (electricity supplied to final consumers). The Com Y s retall eléctricity market share grew from
1.33% in 2020 to 8.04% as at December 2022, and the numb ot its 16 ¢tail customers increased from 2,465
in 2020 to more than 482,000 in 2022.

The Group’s control over water accumulations and hydropower facilities on inland rivers contribute to water
management in case of floods (following decision of the Ministerial Committee for Emergency Situations
within the Ministry of Water and Forests and the County Committees for Emergency Situations).

The Group’s scale and proven track record in commissioning and managing hydropower generation projects
contributes to its competitiveness and know-how in this space, and allows the Group to be strategically
positioned to benefit from growth opportunities offered by Romania’s transition to green energy.

The following table sets out additional operational indicators of the Group for the years ended 31 December
2022, 2021 and 2020:

2020 2021 2022

Installed capacity (MW)?*.........coooorreieeerneeeeeseenererensesssins 6,280.7 6,280.7 6,388.7
Percentage of total installed capacity in Romania (%) ........ 30.5 33.8 343
Net Generation (i.e. gross generation of electricity less

energy consumed internally) (MWh) ..., 14,583,448 16,517,128 13,245,412
Gross generation (MWHh).........cccoeiiminnierinenineeetetntsssenens 14,965,908.5 16,911,738.6 13,625,651.8
Energy consumed internally (MWh) .......c.cooooveeveiiniincnnnns 382,460.5 394,610.6 380,239.8
Generation Market share (%) .........ccccumivnvniniiienriiennnnnn, 28 28.5 23.8
Electricity sold to final customers (MWh) ........ccccoereinennee 625,553.6 1,029,143.3 3,675,459.5
Supply market share (%0).......c.coceurmmmrmriveeerniiineesesenencnene 1.3 2.5 8*
Final customers (absolute figures) ........oocevneiirnrininiecnennne. 2,465 30,221 482,638

*Supply market share as of Dec 2022

24 Excludes 91.5 MW of electrical pumping stations
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HISTORY AND DEVELOPMENT OF THE GROUP

1990 - The vertically integrated State-owned electricity company “Regia Autonoma de Electricitate”
(“RENEL”) replaced the “Department of Electric and Thermal Energy”, which is predecessor of the
“Ministry of Energy”. This replacement followed Government Decision no. 1199/1990 to restructure
Romania’s energy sector after the country’s communist regime which existed between 1947 and 1989.
During the regime, the “Department of Electric and Thermal Energy” controlled all commercial activities in
Romania’s electricity market, including production, transport and distribution.

1998 — RENEL was further restructured following Government Decision no. 365/1998 into three companies,
which led to the establishment of, inter alia, the National Electricity Company CONEL S.A. (“CONEL”).
CONEL was a State-owned entity responsible for electricity generation, transmission, distribution, production
and sale of thermal power, as well as the operation and development of the national energy system. CONEL
was subsequently reorganized as the sole shareholder of three subsidiaries, namely Hidroelectrica (established
as an electricity producer), Termoelectrica S.A. (the thermal power and heat co-generator) and Electrica S.A.
(the distributor of electricity).

2000 - To further restructure Romania’s energy sector, Government Decision no. 627/2000 dissolved
CONEL and established four joint stock companies, including the National Power Grid Company -
Transelectrica and the Commercial Company for Hydropower Generation — Hidroelectrica, all wholly owned
by the Romanian State. Through this process, Hidroelectrica obtained both the existing hydropower plants
and the ongoing and planned investment programs.

2002 - Government Decision no. 554/2002, supplemented by Government Decision no. 1016/2002, initiated
the transfer of 235 MHPPs and 70 CADPs from Electrica S.A., Termoelectrica S.A. and
Nuclearelectrica S.A. to Hidroelectrica. However, during handover-acceptance process, Hidroelectrica
effectively took ownership of only 230 MHPP as the remaining MHPPs were in the development stage and/
or did not have ownership documents available to be transferred.

followed by the hydrological area served.

2004 to 2008 — Beginning in 2004, Hidroelectrica la o
combined with undertaking to follow a mmunurn i ‘aest;nent program; to rehabllltate and modermze the

2012 to 2013 — The Bucharest County Court, by its decision dated 20 June 2012 in the file no.
22456/3/2012 and through Hidroelectrica’s request, ordered the general insolvency procedure of
Hidroelectrica to be commenced, which was later followed by the approval of the reorganization of
Hidroelectrica based on a reorganization plan. According to this plan, the main causes for the insolvency of
Hidroelectrica included, amongst others: (a) several bilateral electricity supply contracts executed with
several energy traders (terminated unilaterally by Hidroelectrica’s official receiver); (b) the sale of energy on
the regulated market (in the dry years of 2011 and 2012, Hidroelectrica was obliged to deliver to the
regulated market, under the cost of production, a quantity of energy representing approximately 41.7% of
the quantity estimated to be produced and, at the same time, was obligated to buy energy from the free
market at prices 3 times higher than those on the regulated market); (c) electricity purchased from third
parties (since 2007 Hidroelectrica has entered into a series of contracts at much higher purchase prices
compared to the prices for which Hidroelectrica was selling electricity on the open market, which led to
significant losses); (d) turbinated water tax (the turbinated water tax rates increased from 0.0001 RON/
thousand cubic meters in 2003 to 1.1 RON/thousand cubic meters in 2010, i.e. by 1,033%); (¢) prolonged
drought between 2011 and 2012 (due to a severe drought starting in April 2011, Hidroelectrica had a
significantly low electricity production of 11.8 TWh in 2012 and triggered the force majeure clause in its
electricity supply contracts from 30 September 2011 to 30 April 2012); and (f) staff expenditure (employees
received a monthly income of 300% higher than the minimum wage in the period 2009 — 2012).

2013 - Hidroserv reorganized as a subsidiary under the name Hidroelectrica-Serv S.A. on 5 August 2013,
following the merger with the eight other subsidiaries (Bistrita, Cluj, Curtea de Arges, Hateg, Portile de
Fier, Rdmnicu Vilcea, Sebes and Slatina).

2014 - Following the approval by the GMS of the sale strategy proposed by the Management Board, 67
MHPPs are to be sold according to the Order 115/2014 regarding the work methodology for organizing the
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sale by open public tender of assets belonging to companies (including subsidiaries) having the Romanian
State acting by the Minister of Economy — Department for Energy as majority shareholder.

2013 to 2016 — Between July 2013 and May 2016, including the short period in which Hidroelectrica
exited insolvency, Hidroelectrica auctioned 37 MHPPs.

2016 - Following a four-year period of an extensive restructuring process, renegotiation of the business
contracts, reorganization of expenses and staff structure and generation of additional revenues through sales
made on the markets managed by OPCOM, the insolvency procedure against Hidroelectrica was concluded
in June 2016.

2016 — The Bucharest Tribunal, by its decision dated 10 October 2016, approved the initiation of the
insolvency proceedings for Hidroserv. The main causes for Hidroserv’s insolvency included: (a) historical
liabilities accrued when Hidroserv merged with its subsidiaries on 5 August 2013; (b) an inefficient staff
structure; (c) the manner in which the maintenance contracts were carried out; (d) excessive pecuniary
advantages in relation to Hidroserv’s ability to pay offered to employees under the collective labor
agreement; () outstanding pay entitlements under the collective labor agreement and disputes arising from
non-payment of these salary entitlements; (f) stocks and non-performing loans; (g) organizational and
management deficiencies; and (h) losses incurred due to fulfilling its obligations to repair work under
warranty.

2020 - On 24 June 2020, the syndic judge confirmed the reorganization plan of Hidroserv. Thus, the debtor
(Hidroserv) will conduct its business through the special administrator who will be appointed and supervised
by the receiver. The reorganization plan provides for the schedule of payment of the claims, which includes
the amounts that the debtor (Hidroserv) undertakes to pay to creditors based on the final schedule of claims.

2020 — In the GMS decision 14 / 20 October 2020 the Company approved the sale of 67 micro-hydropower
plants according to the sale strategy proposed by the Management Board.

2021 - Following the approval of Hidroelectrica’s updated inves

EGMS resolution no. 8 / 15.06.2020, Hidroelectrica acquired

an installed capacity of 108 MW consisting of 36 Vestas

Constanta County, Romania. Hidroelectrica acquired 100% h §

STEAG Energie Roménia S.R.L. (renamed Hidroelectrica Wi 4 Seiry’iccs‘ S:RL.J:
L

2022 - the General Meeting of Shareholders approved the er by absio- tion of Hidroelectrica Wind
Services S.R.L. and Crucea Wind Farm into Hidroelectrica with m&ag, December 2022.

neptstrategy for the 2020-2025 period by
X ‘Steag GmbH the Crucea Wind Farm with
' 2mtyie turbines\, of 3 MW each, located in

the share$™n Ctucea Wind Farm S.A. and

2023 — On 18 January 2023, the reorganization plan of Hidroserv was extended until mid-year 2024. Beside
the time extension, the main amendment in the reorganisation plan was related to the re-shaping of the dept
payment schedule until mid-year 2024.

GROUP STRUCTURE

The Company’s sole and wholly owned subsidiary is Hidroserv, which provides maintenance and repair
services for hydropower assets and has been undergoing insolvency proceedings since October 2016.

OVERVIEW OF THE ISSUER’S OPERATIONS

The Company generates electricity from renewable sources such as hydro or wind power. The Company
generate electricity from hydro sources by using its storage hydropower plants, run-of-river hydropower
plants and pumping stations, and electricity from wind sources through its wind turbines (Crucea Wind
Farm). According to the Company’s Articles of Association and the New Articles of Association, its main
field of activity is NACE code 351 — “Production, transport and distribution of electricity”, whereas the
main activity is NACE code 3511 — “Production of electricity”.

Storage hydropower plants require the storage of water in a reservoir created by the construction of a dam
across a river. The release of reservoir water at a high elevation through the plants’ turbines generates
electricity. The water may be stored in the reservoir for a period of time. In the great lakes reservoirs, the
energy is stored with annual regularization, which means that the amount of water can be transferred from
months with high hydraulicity to the ones with lower hydraulicity, and then released according to the
demand for electricity. This allows storage hydropower plants to generate electricity during periods of high
demand and to hold back water during periods of low demand. The stored reservoir water may be also used
for other purposes, such as flood control.
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The run-of-river hydropower plants use the natural flow of water in a river or stream. Run-of-river
hydropower plants generally involve the construction of a dam or any diversion structure, such as a weir,
which redirects water through a penstock (a large pipe or conduit) and towards a turbine, which then
generates electricity. The water is then released back into the river downstream.

A pumping station is a facility that pumps water from a lower reservoir to an upper reservoir where the
pumped water is stored, contributing to higher efficiency of water management. During periods of high
electricity demand, the stored water is released through turbines to produce electricity. Pumping stations are
useful for storing electricity and balancing between supply of and demand for electricity. Hidroelectrica has
five pumping stations: (i) Petrimanu, Jidoaia and Balindru in the Lotru HPD; (ii) Galceag in the Oasa-
Galceag HPD and (iii) Sacuieu used for the Remeti HPP.

The energy generated by run-of-river hydropower plants (please also see figure 19.1 below) cannot be
stored, while the energy generated by storage hydropower plants can be scheduled, with some limitations
(for example, the winter program® run with TSO and ANAR yearly). Scheduling energy generated by the
storage hydropower plants helps the Company to adhere to its contractual obligations, adjust to the short-
term hydrological conditions and meet the necessary capacity for balancing and ancillary services, if required
by the NES. Since the electricity generated by storage hydropower plants may be scheduled, such electricity
is generally used to cover peak demands on higher prices and for balancing and ancillary services.
Therefore, with such versatility and flexibility of storage hydropower plants, the Company can manage its
water resources for optimal use under specific hydrological conditions.

Wind energy is generated using kinetic energy to rotate the blades of a wind turbine, that spin a generator
to produce electricity. The process starts with wind blowing across the blades of a wind turbine, causing the
blades to rotate. This rotation turns a shaft, that is connected to a generator which then converts the
mechanical energy of the spinning shaft into electrical energy.

Once the energy is produced from the hydropower plants and wind turbines, it is distributed and supplied to
customers through a power grid, which is a network of transmission and distribution lines that connect
power generators to consumers. In Romania, the power grid i 3 Transelectrica (TSO) and eight
distribution system operators. The transmission system is madéwip of high-voltage power lines that transport
electricity over long distances from power plants to substati’_'_ : Q’BCé thq;pne_t_ reaches the substations, it
is distributed to homes and businesses via the distribution s'gste'n}: The distribytion system is made up of
lower-voltage power lines that transport electricity from suBgtations (with Facilities reducing the voltage of
the electricity to a safe level) to the final consumers. This Adjstribution todthe final consumers is called
“supply of energy”. 2onnmd

The Company may not only supply its produced energy directly to customers, but also conducts trading
activities:

a) In order to cover medium and long-term needs, depending on the market operator, the following
electricity markets are used:

Operator Electricity Market
OPCOM 1. Centralized Market for Electricity Bilateral Contracts — Extended Auctions
Mechanism (CMBC-EA-flex)

2. Centralized Market for Electricity Bilateral Contracts — Continuous Negotiation
Mechanism (CMBC-CN)

3. Centralized Market with double continuous negotiation for Electricity Bilateral
Contracts (CM-OTC)

4. Electricity market for large consumers (LCM)*

5. Centralized electricity purchasing mechanism (CEPM)**

BRM* 1. Electricity market for large consumers (LCM)
(Romanian Commodities 2. Electricity market — Over the Counter (OTC)
Exchange) 3. Electricity market with term delivery

4. Electricity market for producers and suppliers (PSM)

* Available from 2022
** Started in January 2023

25 periodically, the Romanian Government is issuing Government Decisions regarding winter programs to ensure the level of safety and security
in the operation of NES, as well as measures in relation to the realization of safety stocks of NES in terms of fuels and volume of water in
reservoirs.
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Due to the implementation of CEPM in January 2023, the transactions concluded on the centralized markets
managed by the two operators (OPCOM and BRM) were reduced, the only one that still has a significant
market share being DAM. If the legislation will not change, the current situation will continue until Q1
2025.

b) In order to cover the short-term needs, the following markets are used:

Operator Electricity Market

OPCOM 1. Day-ahead market (DAM)
2. Intra-day market (IDM)

c) In order to ensure the safety and stability in operation for NES, Transelectrica manages the balancing
of the RPS through the balancing market (BM), identifying the need for adjustment (increase or
decrease the production) according to the offers entered by the participants in the balancing market.

In managing its assets, the Company focuses on four pillars:

1.  Operations: the Group’s efficient organizational structure enables a strong level of operational oversight
at the Group’s level with support from regional business units;

2.  Maintenance: the Group’s maintenance strategy focuses on preventative activities and maintaining
portfolio’s high availabilities;

3.  Digitalization: the Group is committed to digital transformation and transition towards automated
operating environment; and

4. Health and safety: Ensuring the safety and well-being of the Group’s employees are of fundamental
importance to the Group. GeRAVEGE

)

COMPETITIVE STRENGTHS
The Group benefits from the following key strengths:

F T

portfolio

£ P
iy

ying an instrumental role in
National Energy Transition

The Company is the leading electricity generation platform in Romania by the electricity generated in the
network (see figure 6 above), with an approximately 29% average market share between 2018 and 2022%,
corresponding to a 15.5 TWh average annual energy delivered to the grid.

As the leading hydropower producer in Romania and owning the majority of the hydropower plants in
Romania, the Company benefits from a strategically located portfolio, with power plants located in eight key
geographical zones (see figure 18.1 below), including key locations on main inland rivers and the Danube.
The Company has seven hydropower branches, together operating 182 HPPs (including run-of-rivers
hydropower plants and storage hydropower plants), five pumping stations and one wind farm branch, all
generating 100% green electricity. The Company’s portfolio allows it to deliver base load energy, to cover
peaks demand in Romania by delivering higher volumes of electricity for consumption when required by the
NES, and to be the main provider of ancillary services for the TSO.

Differentiated market position and competitive advantages secured by well-invested asset base

The Group’s hydropower capacity is ensured by a total number of 182 HPPs and five pumping stations with
an aggregate installed capacity of 6,372 MW, and one wind farm with an installed capacity of 108 MW, all
of which are strategically spread across eight branches (see figure 18.1 below), which cover the most
advantageous locations in Romania in terms of their underlying hydrological conditions and connections to
the grid infrastructure. Approximately half of the Group’s hydro assets have an age between 20 and
50 years (see figure 19.2 below) and, with the exception of power plants and equipment which is owned by
the Company, are used on the basis of the rights granted to the Company under the Concession Agreement
(for more details on this agreement, please see section “Material Contracts — Concession agreement”). The
asset life of these hydropower plants can be extended via modernization and refurbishments programs that
the Company runs (see “Business and Operations—Electricity generation—Refurbishment and modernization
projects™).

26 Average market shares between 2018 and 2022, based on total energy delivered to the grid as per Autoritatea Nationali de Reglementare in
domeniul Energiei (Romanian Energy Regulatory Authority) annual reports.
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Figure 18.1:

Wind
Farm

*PDF means Portile de Fier (the Iron Gates)

Figure 18.2 (showing geographical location of Portile de Fier I, Retezat, Lotru-Ciunget, Ipotesti and Stejaru)

The table below displays the hydropower facility types used by the Company, while the figures 19.1 and
19.2 show the production capacities by asset type and the asset breakdown by age:

HYDROPOWER ASSETS

Number of Average

hydropower Total installed production for
Hydropower facility type plants MW range capacity 2018-2022
Micro HPPs with less 4AMW 52 0.085 MW — 3. 7MW 52.227 MW 79.35 GWh
Small HPPs with more than 4 MW,
but less than 10 MW 22 4.1 MW-10MW 162.53 MW 282.23 GWh
HPPs with more than 10 MW 108 10 MW - 1166.4 MW 6065.915 MW 15226.47 GWh
Pumping stations 5 10MW - 31.5 MW 91.5 MW N/A
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Figure 19.1: production capacity by asset type

Production Capacity by Asset Type

54%

® Storage « Run of River

The production capacity above is represented based on the total hydro production capacity for plants with at
least 10 MW as at March 2023

Figure 19.2: generating assets breakdown by age
Generating Assets Breakdown by Age

24%

52%

« <20 Years

The generating assets breakdown is only represented based on hydro assets with at least 10MW, calculated
as at March 2023

Storage capacity allows the Company to have flexibility in power generation and cover peak demand. The
split between run-of-river and storage capacities is balanced since storage capacity is only slightly prevailing
in terms of both the numbers of plants and their total installed power. This mix of storage and run-of-river
capacity provides the Company with flexibility both in terms of the types of generation (peak, semi-peak,
baseload, and ancillary services) and in terms of seasonal production (run-of-river HHPs tend to be more
productive during wet periods, while storage HPPs can be used as reserve for dry periods). Overall, the
variety of technology in the Company’s portfolio allows the Company to optimize its electricity generation.

The Company has an asset portfolio underpinning a number of strategic advantages: (i) its assets account for
approximately 95% of the hydropower total generation capacity in Romania in 2022; (ii) the Group’s assets
occupied all most profitable locations; (iii) the Group has a well-invested portfolio with significant
economies of scale coupled with naturally low production costs after capital expenditure outlay; and
(iv) there is a predictable renewable generation profile via efficient storage water management.

126



The generation portfolio of the Company consists of some of the cheapest sources of energy in Romania, as
per Wood Mackenzie. This means that, given its well-invested asset base, the Company uses one of the
lowest marginal costs of electricity production. The table below shows the median levelized cost of
electricity in EUR/MWh:

Figure 20:

Median Levelized Cost of Electricity (LCOE) in Romania', in €/MWh

Wind :
onshore %’ . L
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Bl Selected Other Technoiogies [l F’.éégnsg 7

(1) Median between 2022 and 2030

(2) Photovoltaic without tracking technology
(3) Combined cycle gas turbine

Source: Wood Mackenzie Report

Revprani ,;’
To strengthen its leadership position in green energy, the Company redefined its strategy in 2020 to include
other renewable energy sources in its energy production asset base. Through this strategy, the Company
acquired a wind farm (Crucea Wind Farm with 108 MW installed capacity) in 2021, which both expanded
the Company’s assets and diversified the Group’s generation portfolio into other renewable technologies.
This acquisition allowed to Company to gain the know-how for further increases in its wind generation
capacity, especially with the consolidation of the electricity production and subsequent complementary
activities at the level of a single entity through the upstream merger of Crucea Wind Farm into the
Company, effective as of 31* of December 2022.

The Group is working towards transferring business unit entailing equipment, assets, employees relevant for
specific hydro power plants from UCM Resita S.A. through a business transfer agreement. UCM Resita S.A.
is a Romania-based company engaged in the industrial machinery and equipment sector. The binding offer
submitted by the Company has been accepted, establishing the perimeter of the transaction and the
manufacture, and installation. Over 80% of turbines, generations and auxiliary facilities currently used by
Hidroelectrica are manufactured by UCM Resita S.A. The acquisition will allow the Company to bring in-
house the necessary team that has the know-how to carry out further modemizations and maintenance, and
as such benefiting from bringing manufacturer, designer and the fitter into the same group, maintaining
internal capabilities as opposed to extemalize to abroad companies with direct effect on costs and execution
duration of modernization and maintenance works. The Company is envisaging to close the UCM Resita
S.A. transaction through direct acquisition followed by a contribution of this business unit to the capital of
Hidroserv, thus strengthening the maintenance function of the Group.

Robust financial profile with strong profitability and cash flow generation, supporting the Companys minimum
90% pay-out policy

The Company’s high-quality asset base underpins strong operating performance and relatively low capital
expenditure, as the majority of CAPEX (capital expenditure and investments) has already been deployed
when the HPPs were built, which translates into current robust cash generation. As a result, the Group is
able to deliver strong shareholder returns (please see “Dividend Policy”). During the periods under review,
the Group profit for the year ended 31 December 2022, 2021 and 2020 is RON 4,464.0 million
(corresponding to a profit margin calculated as profit for the year divided by revenue of 47.2%),
RON 3,116.1 million (corresponding to a profit margin calculated as profit for the year divided by revenue
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of 48.0%), RON 1,558.0 million (corresponding to a profit margin calculated as profit for the year divided
by revenue of 40.6%), respectively and the Group’s Adjusted EBITDA Margins for the years ended
31 December 2022, 2021 and 2020 are 63.6% (corresponding to an Adjusted EBITDA of
RON 6,008.6 million), 74.5% (corresponding to an Adjusted EBITDA of RON 4,834.0 million) and 69.6%
(corresponding to an Adjusted EBITDA of RON 2,672.4 million), respectively, and the Group’s net cash
from operating activities for the years ended 31 December 2022, 2021 and 2020 are RON 4,235.3 million,
RON 4,047.5 million and RON 2,276.7 million, respectively on mid-term. For the three months ended
31 March 2023, the Group profit for the period of three month ended 31 March 2023 is RON 1,723.4
million (corresponding to a profit margin, calculated as profit for the period divided by revenue of 52.7%)
and Adjusted EBITDA Margin is 66.8% (corresponding to an Adjusted EBITDA of RON 2,184.2 million),
while the Group’s net cash from operating activities is RON 1,210.5 million.

During the periods under review, the Group maintained a strong Adjusted Net Debt/(Cash) and a
conservative capital structure. For example, the Group’s Adjusted Net Debt/(Cash for the years ended
31 December 2022, 2021 and 2020 were RON (3,195.6) million, RON (3,076.1) million and RON
(2,032.0) million, respectively. The Group’s Adjusted Net Debt/(Cash) to Adjusted EBITDA Ratios for the
years ended 31 December 2022, 2021 and 2020 were -0.5x, -0.6x and -0.8x, respectively, compared to the
leverage?” ceiling of 3.0x. The Company’s cash flow profile has allowed it to pursue strategic opportunities
without being constrained to rely on external financing or jeopardizing its long-term financial stability. Being
also in a position to add quality senior debt, the Company seeks to use its cash for modernization and
refurbishment of current assets and for investments in organic and inorganic growth projects. The Company
aims to use leverage to finance future projects in order to maintain and maximize shareholder returns.

Figure 21
Strong Adjusted Net Debt/(Cash).. ... Resutting in a Conservative Capital Structure
(RON MM) Adjusted Net Debt/(Cash) to Adjusted EBITDA Ratio
2,032.0 3,076.1 31956) . ' L el M Target Leverage Ceiling
j‘ 3.0x
0.5)x
(0.6x) - A( _5)
2020A 2021A 2021A 2022A

u Cash, cash equivalents & short-term Investments’”  m Total debt™: - Adjos

(1) Short-term Investments include investments in deposits and government bonds
(2) Total debt includes bank borrowings and lease liabilities

The Group’s robust cash generation coupled with conservative leverage policy resulted in its strong Adjusted
Net Debt/(Cash) position which provides significant firepower for both returns to shareholders via dividends
and investments into growth projects. Historically, the dividend profile has supported an approximately 90%
of GAAP separate yearly net profit pay-out policy (please also see figure 1). The special dividends have
been paid out every year since the year ended 31 December 2017 (paid in 2018). The Company plans to
continue paying high dividends ratios to shareholders, as detailed in section “Dividend policy” of this
Prospectus.

Positive long-term market and macroeconomic backdrop, with supportive National Energy and Climate Plan
playing to the Groups core strengths

The Group operates in a sizeable market (the Romanian electricity generation market size in 2022 is
estimated at EUR 4.9 billion)*® with supportive long-term macroeconomic backdrop. With its 19.7 million
population in 2022, and EUR 251 billion real GDP in 2022, Romania is forecasted to be one of the fastest
growing economies in Europe (according to Wood Mackenzie), with an average real year-on-year GDP
growth estimated for 2022-2026 to be of 2.4%, compared with 2.2% for the rest of the Central and Eastern
Europe (average for Bulgaria, Czech Republic, Estonia, Hungary, Lithuania, Latvia, Poland and Slovakia)
and 1.5% for the EU.

7 Leverage is Adjusted Net Debt/(Cash) to Adjusted EBITDA

28 Market Size calculated as Total Power Generated (TWh) multiplied by capped Energy Price (RON/MWh). Total Power Generated in 2022 of
53.5 TWh based on ANRE and Energy Price of RON 450 /MWh for wholesale market as per latest ordinance
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This macroeconomic background (see figure 22 below) is paired with a supportive market which has,
according to Wood Mackenzie, low energy consumption per capita of 3.0 MWh in 2022, as compared to
the 6.3 MWh consumption at EU level in the same year, which indicates a significant catch-up potential.
The total electricity consumption in Romania is estimated reach 62 TWh, 70 TWh and 75 TWh in 2025,
2030 and 2035, respectively.

Figure 22:
Romania is Forecasted to Be One of the ..With Comparatively Low Energy -.Which is Expected to Grow in the Long Term
Fastest Growing Economies in Europe.. Cansumption.
Real GDP CAGR between 2022 - 2026 (%) Electricity Consumption per Capita in 2022E (MWh) Gross Power Demand in Romania (TWh)
2.4% F ‘—l
75
N | cee"” EU 2025E 2030E 2035E

(excl. Romania)

(1) Bulgaria, Czech Republic, Estonia, Hungary, Lithuania, Latvia, Poland, Romania and Slovakia
Source: Wood Mackenzie Report
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EUR 12 billion is going to the energy transition), and from Romama s decarbonization strategy aligned with
the EU targets, aiming at accelerated transition to renewable energy. According to Wood Mackenzie’s
estimates, the share of renewables in total power demand in Romania will be of 54% in 2030, as compared
to 41% in 2022, while the expected capacity by technology for 2030 is (i) 6.9 GW for hydropower energy
(with an increase of 0.3 GW compared to 2022), (ii) 5.4 GW for wind energy (with an increase of 2.3 GW
compared to 2022) and (iii) 5.8 GW for solar energy (with an increase of 4.1 GW compared to 2022). This
means that the Company is well positioned to seize this opportunity and the adherence to the green
initiatives at the national and EU levels is supported by strong development capabilities, enhanced
technology expertise, strong balance sheet with substantial headroom to leverage ceiling and instrumental
platform for the government to implement energy transition agenda. The Group’s long-term strategy (2021-
2030) to diversify its generation portfolio in other renewable resources is also aligned with the green
initiatives of the Romania State and of the EU.

Responsible operator with ESG being part of the Groups core strategy

Being 100% green electricity producer, the Group is committed to maintaining strong environmental, social
responsibility and governance (“ESG”) proposition. ESG is the part of the Group’s core strategy, and the
Group is committed to continue to conduct its business in a sustainable and responsible manner that benefits
all stakeholders. This includes minimizing the Group’s environmental impact, promoting ethical business
practices, and ensuring the well-being of the Group’s employees and the communities in which the Group
operates. A strong ESG performance is not only a moral imperative, but also a key driver of long-term
business success. As such, the Group has implemented robust policies and procedures to ensure that the
Group upholds high standards of ESG performance throughout the Group’s organization.

The figure below is highlighting the vision and pillars, simultaneously considering sustainability enablers,
such as top management awareness and commitment, employee training programs, stakeholder involvement
in decision-making processes, and retrofit and digitization.
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Figure 23:

Value creation through electricity production and sale, in a responsible manner towards the
community and the environment, while achieving and maintaining quality performance
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For the environment aspect of its ESG strategy, the Group sees itself as a local and regional leader in
producing ‘green energy’ and supporting the transition to a low-carbon and energy efficient economy.
Hidroelectrica plans to continue expanding its 100% green portfolio by developing 150 MW hydrogen,
approximately 2,000 MW solar land/floating, approximately 500 MW offshore and 500 MW onshore wind
and more than 300 MW of new hydro projects. Within the current business plan, the Group plans to invest
over RON 2.7 billion into hew hydro and solar projects between 2023 and 2027.

On top of being an instrumental player in Romanian’s energy transition, the Group also plays a key role in
ensuring the attenuation of flood waves for the transit of catastrophic flows in the hydro-energetic facilities
on the internal rivers under the Group’s management. In situations that the increased flows might endanger
material assets and human lives, together with the Ministerial Committee for Emergency Situations within
the Ministry of Waters and Forests and the County Committees for Emergency Situations, the Group
contributes significantly in limiting and eliminating these situations.

For the social responsibility aspect of its ESG strategy, the Group follows three main pillars: (i) customers
(digitalizing and streamlining customer relations process, implementing a mechanism for customer
complaints, and ensuring that more customers hay g%&%’é’s‘é’e
(ii) community (donating RON 27.0 million across 61 /ufitiatives betwegn 2020 and 2022 and implementing
projects on health and education aspects) and (iii) [mgany culfgre 4
training annually per employee, reducing staff voluntarg :xer 10 less
the number of women in top management to 30% by 24

The Group has invested approximately EUR 6 million thsrela 4d projects (including funds spent on
the expansion and modernization of hospitals, medical eq"l'i'ii?r'“n“é'n"fr and covid prevention equipment), and
more than EUR 300,000 on education-related projects. The Group operates two scholarship programs (i) a
dual learning program, which has provided scholarships to 210 students (176 were enrolled in technical high
schools), and (ii) a private scholarship program for high school and college, which has provided scholarships
to 50 students.

For the governance aspect of the ESG strategy, the Group adheres to best-in-class governance standards by
ensuring high transparency and responsible management, while facilitating sustainable, long term value
creation; the Group has received three awards>® recognizing the Group’s social responsibility. The Group is
focused on the social and environmental impact of its activities, and strive to integrate these aspects into the
strategy and decision-making process at all levels in the Group, while also encouraging employees to
participate in its projects. The Group relies on an integrated management system implemented and
maintained in accordance with the requirements of quality management, environmental management,
occupational health and safety management, and managerial internal control standards.

To implement these objectives, the Group intends to pursue the following:

®  identifying, managing and reporting operational risks at the branch level, as well as correlating them
with both strategic objectives and general and specific management objectives established for each year
and each organizational process or structure; and

e  cvaluating the efficiency of the risk management system, with the formulation of programs for
preventive, corrective and improvement measures and actions.

29 Total turnover in 2022 was slightly above 6% including retirement, while voluntary turmover totaled 1.12%.

30 «Sustainable Management Award” (Financial Intelligence Awards Gala 2021), “Energy Company of the Year” (Energy CEO Forum &
Awards 2021), “Excellence Trophy and First Place Trophy” (CCIB 2021)
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Through the policy approved by the Supervisory Board, the Company relies on a management system of
rules in accordance with the requirements of quality management, environmental management, and
occupational health and safety management.

The Company aims to create a corporate governance system that complies with applicable legislations, the
Bucharest Stock Exchange Corporate Governance Code (“BSE Corporate Governance Code”), and the best
practices in the Group’s industry, appropriate for the Company, in order to strengthen the long-term trust of
its shareholders, potential investors, business partners, and all other stakeholders.

The table below sets forth the Group’s commitments and action plans for the governance aspect of the ESG:

Key Performance
Topic Objective Initiative /Action Indicator Target Due Date
Business principles and List on the Finalize the listing Percentage of listed At least 15%] 2023
economic impact Bucharest Stock process no later than stocks
Exchange H1 2023
Diversity of governance Achieving the Increase the number of | Percentage of women 30% 2030
bodies gender equality women in leadership in the Supervisory and
target positions, including Management Boards
members of the
Supervisory and
Management Boards
Business ethics Increase Conduct employee Percentage of 100% Annually
employees’ level of | trainings on topics, grievances addressed
awareness on such as the code of .
ethical issues ethics, whistleblowing ?umber of training 2 hours per | Amnually
ey ours per employee per | employee
anticorruption, etc. year per year
Percentage of 100% Annually
,Ten;pmees trained
GUERApn
Anticorruption Zero corruption NumbeElgf confirmed 0 2024
incidents ) 991131?1\1'013“"‘ dcidents
v e

The Company’s leadership position in the hydropower generatio: et in Romania is backed by its strong
Management Board, currently composed of five members each with more than 15 years of experience,
which delivered strong results, including: (i) 69.2% average Adjusted EBITDA Margin from 2020 to 2022
(calculated as average of Adjusted EBITDA Margin for 2020 to 2022); (ii) regular dividends distributed
from Net profit for the years 2022, 2021 and 2020 amounting to RON 8.0 billion, and (iii) 79.80% average
Adjusted Cash Conversion between 2020 and 2022 (calculated as average of Adjusted Cash Conversion for
2020 to 2022). As the Group’s business model shifted in 2022 due to a significant increase in electricity
supplied to final consumers in the retail market (see figure 29.1 and 29.2 below), the Adjusted EBITDA
Margin reflected in a lower number in 2022.

Led by an experienced senior management team and combined with a supportive shareholder base driven by
its shareholding structure (the Romanian State through the Ministry of Energy, who is also an energy
policies maker, holding 80.06% and the Selling Shareholder), the Company has also established a significant
track record in sustainable energy development, while demonstrating a commitment to best-in-class
governance and ESG principles.

STRATEGY

The Group’s strategy is to continue producing green energy. The Company is guided by its stated values to
produce and deliver electricity, in a responsible manner towards the community and the environment, with
quality and performance. The Company’s vision is to strengthen its leading position in producing electricity
and delivering it at affordable prices and providing ancillary services, while respecting the principles of
sustainable development and playing a key role in Romania’s energy transition.

The main strategic initiatives of the Company for the medium and long terms are focused on four major
directions: (i) optimizing the current asset base by conducting refurbishment and modernization projects as
the number one priority, (if) executing organic hydroelectric expansion projects, (iii) diversifying into

131



adjacent renewable energy segments; (iv) growing its share in the Romanian energy retail market thereby
diversifying its sales avenues and (v) maximizing cash generation and shareholder returns.

In addition, the Company aims to become an important player in the EU’s energy market, leveraging its
dominant position in its home market.

Aiming to maintain its leadership position as a 100% green energy company in Romania and in line with
the EU target of switching to neutral energy production in terms of CO2 emissions by 2050, the Company
has stated in recent years its continuing interests in renewable energy, covering not only the hydropower and
the development of the national hydrographic potential, but also investments in onshore and offshore wind
farms, photovoltaic parks and green hydrogen production through hydrolysis. All these, coupled with the
goal of maintaining the 90% dividend policy and the aim to contribute to a framework that facilitates and
stimulates the transition to a climate-neutral, green, competitive and inclusive economy, are aimed at the
Group’s transformation and consolidation so that the Group is recognized as an important player in the
regional energy market and main pillar of the transition to clean energy in Romania.

(a) Refurbishment and modernization

The Company’s refurbishment and modernization plan for its existing asset base focuses on asset capacity
improvement and refurbishment in order to deliver operational performance, whilst extending the life cycles
of its plants and improving the asset capacity (for details, please see section “Business and operations —
Electricity generation — Refurbishment and Modernization Projects” below). Approximately 1.1 GW of the
Group’s asset capacity is under review for refurbishment or modemization by 2030 in order to, among other
things, maintain the high availability rate of existing asset base and unlock the potential of the current hydro
powerplants. The Company is seeking to implement automated control systems to improve operational
efficiency and to reduce on operating personnel costs in the future.

(b) Organic hydroelectric expansion projects

Through its current hydropower leadership posmon the Company 1s well placed to capture part of
Romania’s planned hydropower expansion with an inergafetitsl .-.;. of more than 0.3 GW defined as
the difference between 2030 expected (based on ¥ :
also see “Business and operations — Electricilj .
investment programs”).

© Adjacent nenewable energy

cH iny
overall capacity, the Group targets, according to its approved 2020 investment strategy, more than 1 GW
installed capacity in onshore and offshore wind farms out of the incremental opportunity estimated by Wood
Mackenzie at around 2.3 GW until 2030.

In addition, the Group also plans to further develop green hydrogen production linked to solar energy
projects; the Company targets more than 2.0 GW of solar capacity, out of the incremental opportunity
estimated by Wood Mackenzie at around 4.1 GW until 2030.

Another key component of the Company’s long-term strategy is to synergize its portfolios. Therefore, in
addition to the overall synergy between its production and supply portfolios, following the acquisition of
Crucea Wind Farm, the Company further optimized the use of the green certificates scheme by taking over
Crucea Wind Farm’s stock of green certificates to increase the number of green certificates that the
Company is able to monetize. This strategy allows the Company to generate revenue from the sale of green
certificates and pass them through to its supply customers. Being part of the Group adds significant
balancing cost savings for Crucea Wind Farm due to optimization of the energy management across the
Group.

On top of the natural route to market, the lifting of the prohibition on PPAs in 2021 as well as the
anticipated introduction for CfDs in the near future could provide a more favorable environment for the
Group, considering the wholesale and retail are the main drivers for the Group’s business. From the Group’s
perspective, the future investment projects analysis will be addressed on a case-by-case basis, looking for
returns higher than cost of capital employed benefitting at the same time from natural synergies between
new wind and solar capacities and the Company’s existing asset base. The Company pursues disciplined
approach to investment opportunities that generate returns greater than weighted average cost of capital
(WACC).
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(d) Growing share in the supply market

Following the full liberalization of the supply market in Romania (1 January 2021), the Company started to
steadily increase their market share, standing at 8% as at December 2022, The Company expects to continue
to remain a key player in the Romanian wholesale markets, while growing its market share in the supply
segment, for both households and non-households, and leverage economies of scale and optimize energy
management, whilst maximizing profitability.

The Company sees this as an additional revenue source and an accretive business opportunity that would
obtain better prices compared to the wholesale market under the current regulatory regimes. Selling directly
to end consumers provides the Company higher visibility into revenues and cash flows, as contracts in the
retail markets are generally fixed for one year, which are less volatile compared to spot markets (wholesale
market). In addition, the supply segment allows the Company to retain flexibility within a changing
regulatory environment.

(e) Maximizing cash generation and shareholder returns

The Company has a conservative capital structure. The Company currently has a Net Cash position, which
is expected to be the case at Admission date. Company’s leverage could increase over time, as the
Company continues to deploy capital towards value accretive growth projects. The growth CAPEX could be
funded by debt while keeping leverage within its ceiling of 3.0x for Adjusted Net Debt/(Cash) to Adjusted
EBITDA Ratio.

The Company has a proven track record of consistently distributing 90% or more of its profit for the period
as regular dividends to shareholders. It aims to maintain a pay-out ratio of at least 90% in the future. The
Company also has a track record of paying extraordinary dividends consistently. (Please also see
“Competitive strengths — Robust financial profile with strong profitability and cash flow generation,
supporting the Company's minimum 90% pay-out policy™).

The Company intends to balance the capital needs of the busmess for future growth and staying within its
leverage ceiling. The intention for all cash generated by th is to be deployed to either fund value

The Company’s is focused on optimizing operating ¢ - Msage, while meeting its contractual
obligations and delivery of energy services (balancmg an antitlary services) to the NES. At the same
time, one of the Company’s key focus areas is to maintain its asset base in a proper condition by running a
standardized, consistent and predictable maintenance program to ensure high availability to optimize the
energy generation volumes in any given hydrological condition. The portfolio is designed and spread out
across Romania in such a manner to capture the optimal hydrological potential of its installed capacity and
the metrological conditions.

In addition, apart from its maintenance program (which can be conducted both as part of operational and
capital expenditure, depending on the desired results of the work), the Company has a clear and methodical
approach to reviewing its generation portfolio and deciding on which plants and power units should be
subject to refurbishments and modernization to ensure a predictable and consistent performance.

When deciding if the Company should refurbish or modernize a plant or power unit, the Company conducts
the following reviews and analyses:

1. A detailed review of the current performance of the plant or equipment, which is based on (i) the
operational running hours and availabilities, (i) its reliability (equipment failures or condition),
(iii) technical and maintenance findings to date, (iv) current production compared to the designed
production and (v) current technologies in use.

2. A detailed financial and operational analysis, which is based on (i) the net present value NPV and
(ii) internal rate of returns (IRRs), which take into account project execution period and impact on
generation.

The analysis is conducted on hydropower facilities or equipment from hydropower plants with an
installed capacity of more than 10 MW which are given a priority based on factors such as the
installed capacity, age, availability, the energy generated, operating restrictions, etc. Depending on the
prioritization the project may be included in the refurbishment program.
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In terms of operational analysis, an equipment or facility may require refurbishment or modemization
depending on factors, such as decreased availability, the need to improve or return to the original
design parameters, changes in operating conditions, losses of power, unavailability of spare parts,
increased maintenance and operating costs, etc.

An extensive risk analysis, which is mostly based on analysis of the technical and contract impact risks.

For the technical risk analysis, an efficiency test is conducted on turbines and generators to check the
performance before and after refurbishment. In addition, the Company also considers whether all the units
must be improved or whether the lifetime should be extended and brought back to the original efficiency or
an upgrade by installing modem equipment would be more adequate.

The contract impact risk analysis involves a careful analysis and prevention of risk starting with the tender
stage, such as the possibility of not awarding the contract or the occurrence of events causing delays.

The main objectives of the strategy regarding the refurbishment and modemization of the existing asset base
are to (i) extend the lifecycles of power units and plants (with 30 years average lifecycle extension per
hydropower plant), (i) increase the reliability and availability of hydro units, auxiliary equipment and
installations, (iii) improve the technology with a focus on increasing reliability and availability or operational
efficiency, (iv) improve control automation, safety and performance management of the power units,
(v) reduce the impact on the environment using clean and modern equipment materials and technologies,
(vi) reduce future expenses in material through preventive maintenance, and (vii) maintain Company’s
competitive advantage.

The core areas of focus for portfolio optimization are shown in the graphic below:

Figure 24:
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The refurbishment and modemization program between 2023 and 2027 is estimated for approximately
RON 1.8 billion® (as shown in the graphic below) for the approximately 1.1 GW of installed hydro
capacity under review by 2030. After the implementation of the refurbishment and modernization program,
the Company expects to unlock up to 230 MW of installed capacity®? and 30 (if refurbishment) or 20 years
(if modernization) average lifecycle extension per hydropower plant.

Refurbishment Programme (2023E-2027E)
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For more details on the refurbishment and mdq@mization projects, please see section “Business and

operations — Electricity generation — Refurbishm 5t and Modernizatign™ below.
73
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Growth strategy ' pann A
1. Pursue significant portfolio expansion across multiple renewable technologies

The Group aims to expand across multiple renewable technologies by finalizing ongoing hydropower
projects, developing organic growth through new production capacities from other renewable sources, whilst
exploring inorganic growth through merger & acquisitions (“M&A™) opportunities by acquiring mature
projects (at least ready-to-build stage). In pursuing organic growth, the Company is focused on organic solar
and wind development. Given that organic development is a time-consuming process in terms of obtaining
required permits, licenses, and internal approvals, Company may acquire existing facilities.

According to Wood Mackenzie (as can be seen in the figure below), the incremental opportunity growth in
Romania until 2030 for hydropower is of more than 0.3 GW, all of which is from the Company’s target
expansion; for wind is of 2.3 GW, out of which more than 1.0 GW is from the Company’s targeted
installed capacity from offshore and onshore wind farms; and for solar is 4.1 GW, out of which more than
2.0 GW are from the Company’s targeted floating and land solar projects. Even if these projects are not in
the Company’s current business plan but are listed on the Company’s medium to long term, it is possible
that, depending on the opportunities that arise as well as on the corporate decisions taken, these projects
will be included in the future business plan either as its own development projects or through acquisitions.

3! Includes committed/approved and planned refurbishment capital expenditure

32 Relates to all refurbishment projects currently included within the business plan perimeter. However, some projects will only complete after
2027E.
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Figure 26:
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Source: Wood Mackenzie Report

1.1. Implementing the best solutions and new technologies for complex hydropower projects under various
stages of execution

ions and new technologies for complex

fk Tﬁl& i

The Group’s strategy involves implementing optimiz
hydropower projects under various stages of exe ¢
hydropower installations pending finalization, and /&
capacities to produce electricity from hydro source

In its five years business plan (from 2023 to
production capacity mainly by seizing the hydro
finalization of the projects which are currently under

27,-‘);""tlie &Grbu_g aims to increase its own electricity
potential af /hational level, which also includes the
struction.

The expected capital expenditure (based on approved projects and also included in the business plan
perimeter) and cumulative installed capacity by 2027 3 from new hydro capacities is approximately 206
MW, as highlighted in the table below.

Figure 27:
Hydro projects included in the business plan
2023E 2024E 2025E 2026E 2027E Cumulative
capacity
added®
RON RON RON RON RON 206 MW
148 million 618 million 808 million 697 million 114 million

1.2. Fostering growth and diversification by developing new organic production capacities and potential
synergies from other renewable sources, especially wind and solar, while exploring inorganic growth
through M&A opportunities by acquiring mature projects (at least ready to build stage)

As an energy producer and supplier, the Company has always been committed to sustainability and
renewable energy. The Company believes there are opportunities to expand its renewable energy portfolio,
particularly wind and solar energy. The Company’s plan is based on a thorough analysis of market trends,
regulatory developments, and technological advances. Adding other renewable technologies into the portfolio

33 Relates to all refurbishment projects currently included within the business plan perimeter. However, some projects will only complete after
2027E.

34 Reflects total cumulative capacity added from new projects by 2027E.
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has to potential to bring about synergies in energy management. Solar in particular has the potential to act
as a natural hedge to hydrological risk.

Further, based on market precedents across the EU, the Company expects that an incentive scheme offshore
wind projects in Romania could be implemented in the future.

The Group fosters organic growth and diversification by developing new production capacities from other
renewable sources while exploring M&A opportunities. New projects to diversify the Group’s business
portfolio may include the development of production capacities from wind and photovoltaic sources. For
example, two of the solar projects considered by the Company are Tudor Vladimirescu and Nufarul, which
will be located in Braila County on approximately 50 hectares of Company’s owned land, with
approximately 70,676 monofacial photovoltaic panel pieces having an installed capacity of 45.94 MW and
an estimated 64 GWh annual energy production; the project is subject to obtaining final approval and
certificates. In addition, a 10 MW pilot floating solar is being rolled out in Nufarul and the Company would
expand this project up to 1850 MW as part of a joint venture with Masdar; the joint venture is expected to
be concluded until the end of 2023.

The expected capital expenditure (based on approved projects and also included in the business plan
perimeter) and cumulative installed capacity by 2027 from solar capacities is approximately 59 MW, as
highlighted by the table below.

Figure 28:
Solar projects included in the business plan
2023E 2024E 2025E 2027E Cumulative
capacity
added®
RON RON RON RON 0 59 MW
7 million 146 million 183 million
However, opportunities can arise outside the business % i of-the Company. Examples include current

discussions of the Company with third parties in relation to: (i) a potential concession for a land to develop
one of Europe’s largest solar park projects with fixed and floating panels®®, with an installed capacity of
2,000 MW and an estimated annual energy production per year of approximately 2,630 GWh; (ii) a
potential acquisition of a large solar park.

All projects are being pursued on a merchant basis, meaning it would sell its energy output into a wholesale
power market, until such time that PPAs and CfD could become available, at which point the Company will
evaluate. The Company aims to operate the new assets by itself as the operational capabilities are available
in-house. The maintenance framework is to be performed by third party (similar model to Crucea Wind
Farm).

2. Growing share in the Romanian energy supply market

With regards to its supply business, in the regulatory context of 2019 and 2020 pursuant to which the
Company had to sell electricity to last resort suppliers at a price composed of costs plus 5%, the Company
started to change and update its strategy, with the result that, starting from January 2021, following the
liberalization of the supply market in Romania, the Company entered the market with a competitive offer.
The offer, which was above the previous regulatory cap, but still competitive compared to other offers on
the market, allowed the Company to provide consumers with stability in a period characterized by high
volatility. This strategy resulted in the Company reaching a share in the supply market of 8.04% as of
December 2022 and in increasing the number of its household and non-household customers, as well as the
total energy it delivered to customers (as can be seen in the figures below). The Company now targets
further growth by complementing existing operations, providing route to market supporting profit through
vertically integrated position.

3% Reflects total cumulative capacity added from new projects by 2027E.

36 The Group is considering using fixed panels in all its solar projects as it finds tracking design may lead to technical problems and additional
costs, which are not justified.
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Figure 29.1:

Household and Non-household Customers (2021-2022)

Commercial efforts hy the Company in
2022 to gain critical mass in househoid
supply market

L o~

B 4
Jun-21 Dec-21 Jun-22 Dec-22
m Household (#k) m Non-Household (#k)
Figure 29.2:
Electricity Delivered (GWh)
Market
Share 1.3% 2.5% ~B8%(1)
Evolution

®Household (GWh) @ Non-Household (GWh)

1) Market share (8.04%) as at December 2022 per ANRE report
p

The Group aims at diversifying energy selling capabilities by accelerating the development of its supply
activities and growing its share in the supply market (for historical growth please, see figure 29.1 above).
The Group’s plans to expand the supply portfolio have been accentuated due to the introduction of CEPM
because the Company’s price of electricity sold as a producer on CEPM market is fixed. Even with the
current regulated tariffs for energy supply, the Company has the potential to attain higher profit margins for
energy sold in the supply market than on the CEPM market. For example, the Company can obtain
approximately RON 700/MWh (as the current regulated price is RON 1.3/KWh) for energy supplied to non-
household customers in the supply market, in comparison with the fixed price of RON 450 /MWh on the
CEPM. In addition, the windfall tax (see section “Regulatory Matters — Energy Matters — The Energy
Market in Romania — Impact of enactments regarding measures applicable to final customers in the
electricity and natural gas market on the electricity production™) only applies to revenues obtained on the
wholesale market (e.g. CEPM), but not to revenues obtained in the supply market.

The Company is also benefitting from the synergy of its generation and supply portfolios, allowing the
Company to constantly monitor the levels of available and forecasted energy and transfer energy from its
generation portfolio to its supply portfolio.

The Group’s aim to diversify the supply portfolio is also based on the potential available within the
Romanian market, as presented below.
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Figure 30:

Households Household Customers
a9m ~461k
m |
Business Electricity Supply 2022 Household Electricity Supply
35 TWh ~0.6 TWh
] ]
2022 Total Energy Supply 2022 Non-household Electricity Supply
=50 TWh ~3.1 TWh
m |
Major Players Market Share
5 ~B%1)
| L]

(1) As at December 2022 per ANRE report
The strategy of the Company to expand market share consists of three pillars:

(i) development of its technical infrastructure (digitizing customer interactions, implementing latest
innovative software modules (SAP ISU for billing procedures and Salesforce, a new modernized and
centralized system customer management software) and improving call center services for its clients);

(i) customer penetration (having a dedicated team identifying and pursuing new opportunities in the
market, focusing on organic growth and advertising via media platforms, while maintaining very high
customer renewal rates); and

(iii) commercial strategy (remaining flexible to changes in regulatory framework and price caps, continuing
to grow household and non-household customer base.

The Company has experienced significant growth in its retail supply business, growing from 2,465
customers as of December 2020 (out of which 610 were household consumers) to 30,221 customers as of
December 2021 (out of which approximately 26,600 were household customers) and, after a new
commercial strategy was employed by the Company to gain critical mass in household supply market, to
more than 482,000 customers (points of energy delivered to) by 31 December 2022 (out of which
approximately 461,000 household customers). This significant growth can also be seen in the revenues
obtained by the Company during the periods under review:

The Company is continuing to focus on gaining critical mass in the household market in the near-term by
remaining flexible to changes in the regulatory framework, capitalizing on expanding margins and continuing
rolling out technical infrastructure and enhancing customer services to complement with the pricing strategy.
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Additional adjacent growth opportunities

In addition, the Company aims at developing green hydrogen production capacities, as well as the purchase
of other e-RES production capacities from the market, either in operation or in various stages of
development. As regards the green hydrogen growth opportunities, the Company is relying on the substantial
support from the Romanian State to participate in the EU transition into green hydrogen technologies. The
Company is currently awarding contracts for feasibility studies for two green hydrogen production projects
(Mandra and Ostrovu Mare) with 150 MW of electrolyser and 400 MW PV (photovoltaic) combined
capacity. Both Mandra and Ostrovu Mare are solar and hydrogen projects which, if finalized, will involve
photovoltaic parks with hydro back-up (supported by Portile de Fier II HPP). The combined target
production of green hydrogen will be approximately15,000 t/year. The Mandra project will target 300 MW
of solar installed capacity and 100 MW of hydrogen installed capacity, with 447 GWh estimated annual
energy production, while Ostrovu Mare will target 150 MW of solar installed capacity and 50 MW of
hydrogen installed capacity, with 223 GWh estimated annual energy production.

Prudent Financial Strategy — maximizing cash generation to enhance shareholder returns

The Company has a strong track record of paying a special dividend resulting in a pay-out ratio above the
90% target and intends to focus on shareholder value through operational efficiency and investments to
maximize returns. The Company has been paying special dividends since 2017.

The Company plans on continuing to target a >90% pay-out policy while balancing the capital needs of

BUSINESS AND OPERATIONS
Electricity generation

Overview

According to the Company’s Articles of Associatl d its New Articles of Association, its main field of
activity is NACE code 351 — “Production, trans angd’ distribution of electricity”, whereas the main
activity is NACE code 3511 — “Production of electricity”. The Group produces electricity by operating 182
hydropower plants and five pumping stations, alongside Crucea Wind Farm.

The Group’s main hydro activities besides exploitation of hydro energy equipment and hydrotechnical
constructions are the maintenance of equipment and constructions and other related activities, such as the
locking of ships on Danube River by the sluices of the Hydropower and Navigation System of Portile de
Fier I and II.

According to the specific conditions of the Company’s license for the commercial exploitation of the
electricity generation units updated under ANRE Decision no. 2296/2022, the electric installed power of the
commercially exploited energy generation units of the Company is of 6,388.672 MW.

In 2022, the 13,626 GWh of hydro electricity produced by the Company (down 19.5% year on year)
represented 25.4% of the total 53.54 TWh (based on ANRE report) of gross electricity produced in
Romania and represented 96% of the total 14,172 GWh of hydro energy produced in Romania, down 19.4%
year on year. The 16,911 GWh of hydro electricity produced by the Company in 2021 represented 29.6% of
the 57.05 TWh of the total gross electricity produced in Romania.

In 2021 and 2022, the Company generated hydro energy entirely due to the natural flow of the managed
rivers, while registering a storage of 95.8 million cubic meters (39.57 GWh) in 2021 and 70 million cubic
meters (140 GWh) in 2022. The energy reserve of large accumulation lakes increased from 2,027.19 GWh
in 2020 (1,639.18 million cubic meters of stock) to 2,066.76 GWh in 2021 (1,734.98 million cubic meters
of stock) and 1,805 million cubic meters (2,207.22 GWh) in 2022.

As a hydro and, more recently, a wind energy producer, the Company is eligible for green certificates in
Romania and can sell them to electricity suppliers or transfer part of such green certificates to meet its
obligations as a supplier. Following the Crucea Wind Farm acquisition, the Company is entitled to receive
0.75 green certificates for every MWh, in comparison with a range between 2.86 and 3 green certificates for
every MWh produced in some hydro capacities depending on the power plant.
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The figure below is highlighting the gross hydro and wind production of energy in the last three years, as
well as the internal consumption.

Figure 31:

2020 2021 2022
Gross hydro production (TWh) ...........ccccooeinnininninnrenreeceennns 15.0 16.9 13.6
Gross wind production (TWh)................coooeoiueeeeemrerereeeerereesrerens 0.3%7 0.3% 0.3
Internal consumption (TWh).........ccccoccoonennnnnninnnnesninen 0.4) 04) 0.4)

Group’s hydro production assets

As of 31 December 2022, the Group’s aggregate hydro installed capacity of 6,372.172 MW was split by
hydro arrangements and asset type as shown in the figures below:

Installed power (MW) Produced energy (TWh)

Period 2020 2021 2022 2020 2021 2022
Run-of-river HPPs ....... 2,901.5 2,901.5 2,901.5 9.494 11.240 8.457
Storage HPPs ............... 3,379.2 3,379.2 3,379.2 5.471 5.671 5.167
Pumping stations.......... 91.5 91.5 91.5 N/A N/A N/A

The Company has been developing its asset portfolio since 1960. Out of the total hydro production capacity
for plants with more than 10 MW, storage HPPs account for 46%, while run-of-river HPPs accounts for
54% (please see figure 19.1 above). Currently, 24% of the Company’s assets are less than 20 years old,
52% of the assets are between 20 and 50 years old, and 24% of its assets are more than 50 years old
(please see figure 19.2 above).

Out of the eight branches (please see figure 18.1), Portile de Fier and Valcea are the most important to the
Group, based on their production capacities and the shares of the total production of the Group. They cover
in aggregate 52% of the total hydro production of the Company: =i

% of Company hydro

Install production (for plants
Branches plants -] >10 MW)*»
1. Portile de Fier 1.6 GW 27%
2. Valcea 1.5 GW 25%
3. Hateg 0.7 GW 11%
4.  Curtea de Arges 0.6 GW*! 10%
5. Bistrita 0.6 GW 10%
6. Clyj 0.5 GW 8%
7.  Sebes 0.5 GW 8%
8.  Total Hydro — Plant >= 10MW ~6.1 GW 100%
Plants >4MW and <10 MW 103 MW
Plants <=4 MW 52 MW
Total Hydro* ~6.3 GW
9. Wind 108 MW N/A

37 As The Group acquired Crucea Wind Farm in 2021, the gross production in 2020 includes 0 TWh from wind
38 The Group consolidated only 0.2 TWh from wind after the acquisition of Crucea Wind Farm in 2021

39 As at March 2023

% 1.7 GW including power plants < 10MW
41 0.7 GW including power plants <10 MW
42 Excludes 91.5 MW of electrical pump stations
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Through all seven hydro production branches of the Company, the following HPPs are one the most
important based on their installed capacity and produced energy:

INSTALLED PRODUCED ENERGY (MWh)
HYDRO POWER

BRANCH POWERPLANT TYPE MW) 2020 2021 2022

Portile de Fier........ccooevevvevevevennnnns Iron Gates [ Run-of-river 1,166.4 4,776,417 5,332,743 4,312,380
Ramnicu-Valcea..........ccveueuemreenene Lotru-Ciunget Storage 510.0 829,248 918,881 777,580
Hateg Retezat Storage 335.0 439,366 304,515 378,250
Clyj ....... Mariselu Storage 220.5 349,270 370,129 422,842
Curtea de Arges......ccoeeerencncenierns Vidraru Storage 220.0 334,901 391,015 379,533
Portile de Fier......cooevereercenerenee Iron Gates I Run-of-river 219.8 1,336,402 1,327,760 1,237,027
Bistrita Stejaru® Storage 210 381,303 414,961 348,489
Sebes Sugag Storage 150.0 253,558 214,825 179,013
Sebes Gilceag Storage 150.0 241,117 195,764 165,721
Hateg Ruieni Storage 140.0 163,485 133,143 133,620
Ramnicu Valcea. . Bradisor Storage 115.0 170,682 221,806 163,141
Portile de Fier........c.cooeceverevenann Tismana Storage 106.0 167,506 154,759 143,922
Clyj Remeti Storage 100.0 176,891 172,233 199,365
Ramnicu Valcea........coovrerenrirunenes Turnu Run-of-River 70.0 155,607 201,545 129,401
Portile de Fier.........cccovvevcvenrunne Gogosu Run-of-River 54.0 233,719 278,348 200,998
Ramnicu Valcea.... ... Izbiceni Run-of-River 53.0 131,015 195,033 111,752
Ramnicu Valcea.... ... Strejesti Run-of-River 50.0 127,741 191,180 112,092
Ramnicu Valcea.... . Raureni Run-of-River 48.0 121,660 169,546 104,730
Ramnicu Valcea Dragasani Run-of-River 45.0 118,265 168,878 99,697
Bistrita. Racaciuni Run-of-River 45.0 114,574 136,217 90,242

Portile de Fier (Iron Gates)

The Portile de Fier (Iron Gates) branc ately 26%** of the Company’s total hydro
capacity (as of 2022) and approximately {£0%- of the produttion in Romania, through the Hydropower and
Navigation Systems (“HPNS”) Portile d %m\‘i and I fa lities, located on the Danube River, and the
facilities related to the Targu-Jiu HPP wi "'lhe Cema—l}ﬁ/[ t#u-Tismana complex and on the Jiu River.

HPNS Portile de Fier I facility is located at tﬁ“‘“ﬁiﬂ km milestone of the Danube and was designed and
executed in collaboration between Romania and former Yugoslavia on the basis of agreements between the
two states from 1977 and 1987. It is symmetrical to the Danube axis and is composed of two hydropower
plants with six hydropower units each, two locks (one for each side) and an overflow dam with 14 overflow
fields (seven for each side). Due to the dimensions of the chassis and the falls, the locks from the Portile de
Fier I are listed among the largest constructions of this kind in the world. Refurbishment programs have
been carried out during the past 15 years for both the power plant and the locks, which have led to an
increase in the installed capacity from 175 to 194.4 MW on each power unit in the plant and an increase in
the technical performance of equipment and installations, as well as operational safety. After the
refurbishment, the hydropower plants from Portile de Fier I represent on average about 10% of all energy
production in Romania and almost half of the system technological services in Romania.

Portile de Fier I consists of six hydro units with a total installed capacity of 1,166.4 MW. Currently, a high
degree of maintenance works (LN3 with the dismantling) are ongoing for unit no. 1 that are scheduled to
last for about of 24 months from this date. At the same time, deficiencies in operation are also noticed on
unit no.4, which is operated now at maximum output of 100 MW.

HPNS Portile de Fier II facility is located at the 853 km milestone of the Danube, in the area of Ostrovu
Mare Romanian island. It was designed and executed in collaboration with the Serbian State. The facility
has an asymmetrical configuration, that is the Danube being dammed on both sides of the island (the main
one on the main arm of the Danube and the second one on the arm of Gogosu). The facility consists of a
main power plant consisting of 16 power units (equally split between Romanian and Serbian sides), two
additional power plants (two power units for each Romanian and Serbian sides), three locks (two on the
Romanian side and one on the Serbian side) and two overflow dams (the Romanian one on the Gogosu
arm, the Serbian one on the main damming water). Refurbishment programs have been carried on the hydro
units and auxiliaries of the powerplant during the past 18 years for the main powerplant, which have led to
an increase in the installed capacity from 27 to 31.4 MW on each power unit of the plant, as well as an
increase in the technical performance of equipment and installations and operational safety. For the last unit,

43 An installed capacity of 210 MW, but currently the Hidro Unit 5 (50 MW) is removed from the generation license because of the
refurbishment. Therefore, the HPP currently operates at a licensed installed capacity of 164 MW.
4 Calculation includes power plants <10 MW
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the refurbishment program (unit no.1) the refurbishment was previously interrupted due to the insolvency
procedure of Company. Currently, the remaining works to be carried out are in procurement procedure.

The Company operates on HPNS Portile de Fier II: (i) main powerplant with eight power units of 31.4 MW
each with a total installed capacity of 251.2 MW (currently under ANRE license 219.8 MW install capacity,
as HA1 power unit is out of service) and (ii) additional the powerplant Gogosu with two power units of
27 MW each, with a total install capacity of 54 MW, under ANRE license.

Figure 32 below hlghhghts the capacity mix, average availability, annual gross productlon the refurbishment
capital expenditure *>spent in the last five years and maintenance capital expenditure*® spent over the last
five years.

Figure 32:
Refurhishment Maintenance
Capacity Mix Avg. Availability Annual Gross Production capex spend <capex spend
{MW 51 5 pears n Gwhi'! tatal spend st 3 otal d last 3
yRars years
6.950 6.048
2018 2021

= Run-of-river
s Storage

Ramnicu Valcea

The Ramnicu Valcea branch currently manages 2 (?smqf 2022) of, e hydro capacity of the Company
through 23 hydropower plants, three hydropower p
(two hydro units) on the Lotru and Olt rivers. Thro
of catchments and derivations, the HPD of the Lotru
basins in a single water storage in the Vidra lake.

160 km of gulvert galleries and a complex system
ivkr catchés the water flows from the neighboring

Figure 33 below highlights the capacity mix, average availability, annual gross production, the refurbishment
capital expenditure spent in the last five years and maintenance capital expenditure spent over the last five
years.

Figure 33:
Ruurblshnwm Maintenance
Capacity Mix bi Annual G*ess. Production capex spend
(MW] ' cwn)l! reral spend fast

yer:s) years

4.056 4114
94.0% - i 3020 - 2724 RON98.2m  RON 43.6m
2018 2619 2021

== Run-of-river
= Storage

(1) Excludes power plants <10 MW and electrical pumping stations

Curtea de Arges

The Curtea de Arges branch has an installed capacity of 0.7 MW (including plants <10MW) and manages
11% of the hydro capacity of the Company (as of 2022) by using the hydropower potential of the rivers
Arges, Dambovita, Targului, Ialomita, Prahova, Buzau, Doftana, Teleajen, Bisca Chiojdului, Slanic, Putna,
Zabala and the Danube-Black Sea Canal.

caplta.l expenditures in relation to replacement/improvement of power unit efficiencies/extending average plant lifecycles

46 capital expenditures in relation to the Company’s maintenance framework which is designed to sustainably increase plant availabilities and
reduce energy losses across the portfolio
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The figure below highlights the capacity mix, average availability, annual gross production, the
refurbishment capital expenditure spent in the last five years and maintenance capital expenditure spent over
the last five years.

Figure 34:

Refurbishment Maintenance
Capacity Mix Avg. Availability Annual Gross Production capex spend capex spend
:‘MW; 1 (st 5 wm}m n &w,'-/'-” taral ﬁ;si)hﬂ 5 {rota! mhg ]
90.9% RON 15.8m RON 32.8m
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== Run-of-river
=mm Storage

(1) Excludes power plants <10 MW and electrical pumping stations

Hateg

The Hateg branch uses the hydropower potential of the Raul Mare and Strei rivers in Hunedoara county, as
well as of the Timis, Bistra, Cerna, Sucu and Sebes rivers in Caras-Severin county. The branch has 16
hydropower plants wth 11 on the Raul Mare, two on the Strei River, one on the Raul Alb, one on the
Cerna River and one on the Sebes River. The branch also has 10 micro MHPPs in Hunedoara County and
4 MHPPs in Caras-Severin county and one MHPP in Timis county. The branch has a total installed capacity
of 0.7 MW and an average last five year energy production of 749.1 GWh.

capital expenditure spent in the last five years B fice. capital expenditure spent over the last five
years:

Figure 35:
Refurbishment Maintenance
Capacity Mix Avg. Availability Annual 8&s o SD:""_ canen SPE‘?S
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(1) Excludes power plants <10 MW and electrical pump stations

Bistrita

The Bistrita branch manages the hydropower plants in Moldova and operates within Neamt, Bacau, Suceava,
Botosani, Iasi and Vrancea counties, and mainly on the Bistrita, Siret, Uz and Prut rivers. The branch covers

over 10% of the Company’s installed capacity (as of 2022) in 29 HPPs, MHPPs and small hydropower
plants (“SHPPs”) and 66 energy groups.

The most important elements of the Bistrita branch, which is considered to be the starting point of the
Romanian hydropower field, are the Bicaz — Izvoru Muntelui dam and the Stejaru Dimitrie Leonida
hydropower plant. Construction was completed in 1960, having completely changed the geography of the
area.

Figure 36 below highlights the capacity mix, average availability, annual gross production, the refurbishment
capital expenditure spent in the last five years and maintenance capital expenditure spent over the last five
years:
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Figure 36:

Refurbishment Mainienance
Capacity Mix Avg. Availabifity Annual Gross Production icgei?pgzds cﬁr}csspde
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(1) Excludes power plants <10 MW and electrical pumping stations

Cluyj

The Clyj branch channeled on the recovery of hydropower potential of run-of-rivers HPPs and currently has
15 HPPs, 9 SHPPs and a pumping station in the river basins located in Cluj, Bihor, Bistrita-Nasaud, and
Maramures counties, namely on the rivers Somesul Mic (locatd in Cluj county), Crisul Repede (located in
Bihor and Cluj Counties) and Colibita (located in Bistrita-Nasaud County).

Figure 37 below highlights the capacity mix, average availability, annual gross production, the refurbishment
capital expenditure spent in the last five years and maintenance capital expenditure spent over the last five
years:

Figure 37:
Refurbishment Maintenance
capex spend capex spend
Capacity Mix Avg. Availability ;rax:f/ r.pzm?hs: 5 (ruv_g ;,cencl‘)wsr 3
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= Run-of-river
= Storage

(1) Excludes power plants <10 MW and electrical pump stations

Sebes

The Sebes branch operates 11 HPPs, 22 SHPPs and MHPPs, and a pumping station. The branch continues
the refurbishment of these plants and continues to develop new projects, such as the construction of
hydropower plants on the Olt River, at Fagaras, Lotrioara, Caineni and Racovita.
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Figure 38 below highlights the capacity mix, average availability, annual gross production, the refurbishment
capital expenditure spent in the last five years and maintenance capital expenditure spent over the last five
years:

Figure 38:
Refurbishment Maintenance
Capacity Mix Avg. Availability Annual Gross Production fj"e"j"ﬁj“ ,,fjg";_‘j?ﬁ‘;‘@
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Development of the Company’s historical investment programs

With a limited number of exceptions (such as Bumbesti, which was approved in 2003), the Group’s
investment projects originate mainly from a series of historical investment units approved from 1981 to
1989 by Council of State Decrees, and were initially designed as units with complex functions, for which
the energetic function was only secondary. After the fall of the communist regime in Romania, some of
these projects were developed by ANAR and benefited from public funding, until being transferred to the
Company from 2002 to 2006, by Government Decisigngs-5354/2002, Government Decision no. 424/2003
and Government Decision no. 866/2006. 9\"? )

finalized, the Company acknowledged that the edonomi ; uc conditions mmally cons1dered when
the projects were approved had changed subst ga

and the disappearance of the centralized State in :4.;-. ent fund, which triggered the need for the Company
to finance itself. In this context, after a depreciatia_famm yms regardmg impairment was conducted, the
general meeting of the Company’s shareholders decided that several development projects were to be

abandoned, and for others the construction works would continue, including:

° Finalization within an amount which should not exceed estimated abandonment value of the
developments for Pascani and Cerna Belareca HPPs;

e  Completion on a modified development scheme of the hydropower developments on the Olt river —
area Comnetu-Avrig, Céineni and Lotrioara, on the Strei river — Subcetate- Simeria area, downstream of
Bretea, on the Bistrita river — Borca — Poiana Teiuluia and Galu, on the Siret river — Cosmesti —
Movileni and Cosmesti area and on the Dambovita river — Clabucet Nord Fagaras; and

e Abandonment of all works executed at the hydropower development on the Olt River at Fagarag
—Hoghiz area and Runcu —Firiza.

The Group continues to experience difficulties in implementing the decisions to complete the constructions
works (e.g. expropriation and environmental issues) or in implementing the abandonment decisions (a
symmetrical act issued at state level being necessary). See “The Group may not be able to successfully
implement its growth plan” in the section “Risk Factors™.

The Group’s current plans include: (i) refurbishment of Stejaru HPP, finalizing the modernization works for
the hydro facilities of the HPP Slatina HA 2 , Malaia HA1 and HA2 and the 110 kV electric stations of
Cometu, Gura-Lotrului, Daesti, Raureni, Govora, Drigisani, Zivideni, Ionesti and Calimanesti;
(i) refurbishment of Vidraru, Mirigelu and Réul Mare Retezat HPPs; (iii) resuming the refurbishment works
at the Unit 1 of Portile de Fier I HPP; (iv) modernization of HPP Remeti — HA2, the pumping stations
Lotru, Petrimanu, Jidoaia; (v) refurbishment of the Bradisor, Vaduri — HA2, and Sisciori — HA2 HPPs, and
modernization of Arcesti — HA2 HPPs; (vi) refurbishment and modernization works for the HPPs that were
commissioned between 1963-1981 and for HPPs that the normal maintenance works can no longer cover the
physical and normal wear and tear, such as Péangarati and Piatra Neam{ HPPs, the HPPs on the Bistrita
channel and Oesti and Albegti HPPs.
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The Company has a business plan that includes: (i) approved and committed capital expenditure
(i.e. projects for which all necessary approvals/permits have been received, contractors identified and
secured, financing (to extent applicable) secured and other project related requirements have been achieved)
and (ii) planned capital expenditure (i.e. projects identified for refurbishment/modernization however subject
to some criteria still being met (e.g. approvals/environmental permits, finalization of feasibility studies,
confirming procurement strategy, finalization of litigation procedures etc)). The Company is constantly
looking at opportunities and evaluating its investment plan. Historically, the Company has faced headwinds
in terms of government policy, legal barriers and delay in release of approvals which have precluded the
Company to realize the full potential spend.

Refurbishment and Modernization Projects

The Group’s strategy is to prioritize the refurbishment and modernization of existing HPPs over developing
new HPPs. Refurbishing and modernizing existing HPPs are brownfield hydropower projects as they are
aimed at expanding project capacity or upgrading or replacing obsolete plant and equipment of the existing
HPPs, while developing new HPPs, including of those in already early stages of construction, are considered
greenfield hydropower. Costs of generating electricity from brownfield hydropower projects are lower than
costs for greenfield hydropower projects since, generally in a brownfield hydropower project, the
construction has already been completed, requiring only improvements. Therefore, the Company focuses on
modernization or refurbishment of its existing HPPs on a case-by-case basis.

Both the refurbishment and the modemization activities aim to extend the respective unit’s operational life,
reduce its operational costs and contribute to reduction of environment impact through the use of newer
technologies. The modemization process replaces certain obsolete elements of the equipment but maintains
its parameters, while the refurbishment process aims to increase the technological level of the entire
hydropower unit by installing/ higher performance elements and to minimize the level of spillovers and
potential energy losses. For example, the Group’s average energy loss for the past five years accounts for
683 GWh. A refurbishment program can be phased in such a way to ensure the continuity of operation of
at least one of the two groups (each representing a turblne and a generator) usually forming an HPP.
Refurbishment and modernization projects can be delivered d Bor al course of operations which results
in a negligible impact on the Company’s production output. g

Maintenance capital expenditures are mainly designat 'i';(l)r ‘the hydro projects. The refurbishment and
modernization projects for the 2023-2027 period are p
and have a total estimated value of approximately R 1:8" billion*?, 0/ line with the Group’s capital
expenditure plan. These projects may cover a total instaN¢d hydro capacity of approximately 1.1 GW by
2030E and up to 230 MW*® of capacity is expected to biuhk 'ckeq,,:a‘s’ well as an average of 30 years
lifecycle extension per hydropower plant. ek

The purpose of the refurbishment and modernisation projects is not only the implementation of the new
technologies for the equipment, but also to obtain an upgrade of the total existing production capacities.
Achieving specific objectives / upgrade for each major refurbishment and modernisation projects depends on
the designed solutions made by the future contractors, being conditioned by the actual constructive
parameters of the hydro power plant facilities / components (invariable elements, which cannot be intervened
in the refurbishment / modernisation process).

Assets subject to refurbishment having the highest rates of return, which are part of the approved and
committed capital expenditure, include:

®  Bistrita branch: the refurbishment of the hydropower plant Dimitrie Leonida — Stejaru (the main
hydropower group on the Bistrita River), currently operating 164 MW from an installed capacity of
210 MWh (the Hydro Unit 5 is removed from production for refurbishment), commissioned during
1960 — 1962. The main objectives of the refurbishment program are to create a new operating cycle
of at least 30 years, to improve the operational efficiency and to lower the maintenance capital
expenditure requirements. After the refurbishment project is finalized, a potential additional capacity of
6 MW may be expected. The total investment (including committed and approved capital expenditure,
as well as approved capital expenditure) is estimated at approximately RON 375 million, while the
completion is expected to take place in 2029.

“7 The total includes committed/approved and planned refurbishment capital expenditure.

8 Relates to all refurbishment projects currently included within the business plan perimeter. However, some projects will only complete after
2027E.
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The refurbishment was approved in 2010 and the Company signed the agreement for the refurbishment
works with Joint Venture Romelectro S.A. — Litostroj Power d.o.o. in 2015. During the performance
of the refurbishment works, the Company accrued major backlogs against guaranteed deadlines, which
led to the Company opening arbitration proceedings against Romelectro S.A. with a view to fully
recovering the penalty amounts generated by the failure to attain the Operational Acceptance of the
refurbishment works, calculated based on the agreement. On 5 February 2022, the Bucharest Tribunal
declared the opening of the insolvency procedure against Romelectro S.A., and in May 2022 the
contractor (the Joint Venture Leader) notified the Company about the termination of its agreement for
the Stejaru refurbishment. Due to this fact, the Bucharest Tribunal also notified the Company that the
arbitration procedure would be carried out under the insolvency law. The Company is in the process
of identifying a new contractor for completing the works and is also considering using Hidroserv as
the contractor. The work contract is expected to be signed in 2024.

e  Curtea de Arges branch: the refurbishment of the hydropower plant Vidraru, currently operating at an
installed capacity of 220 MW, was approved in 2014%. The main objectives of the refurbishment
program are to create a new operating cycle of at least 30 years, as well as to improve the operation
efficiency. After the refurbishment project is finalized, a potential capacity of 12 MW may be
expected. The total investment (including committed and approved capital expenditure, as well as
approved capital expenditure) is estimated at approximately RON 721 million, while the completion is
expected to take place in 2030.

Currently, the technical and economic indicators have been revised. The execution contract is expected
to be signed in 2023.

®  Chyj branch: the refurbishment of the Mariselu hydropower plant, commissioned in 1977, currently
operating at an installed capacity of 220.5 MW. The main objectives of the refurbishment program are
to create a new operating cycle of at least 30 years, as well as improve the operation efficiency and
the maintenance capital expenditure requirements. The total investment in the equipment refurbishment

2019 and finished in 2023. The project is ¢
execution contract is expected to be signed in

- F‘Q,'f >

®  Hateg branch: the refurbishment of the Raul Mare Retezat HPP, currently operating at a capacity of
210 MW (the HPP has an installed capacity of 335 MW, but is restricted because of the design
deficiencies), was approved in 2020. The need for refurbishment is due to the output deficiencies,
normal wear and tear of the equipment and of the installations as a whole. The main objectives of the
refurbishment program are to create a new operating cycle of at least 30 years, as well as improve the
operation efficiency and reduce the maintenance capital expenditure requirements. After the
refurbishment project is finalized, a capacity of 150 MW is expected to be unlocked, as the branch is
currently working at restricted capacity. The total investment of the refurbishment works is estimated
at approximately RON 674 million, while the completion is expected to take place in 2031.

Currently, the technical and economic indicators are being revised. The execution contract is expected
to be signed in 2024.

° Ramnicu Valcea branch: the refurbishment of the Bradisor HPP, with an installed capacity of 115 MW,
constituted as a dispatchable unit within SEN and playing a role in flood defense on the Lotru River.
The main objectives of the refurbishment program are to create a new operating cycle of at least
30 years, as well as to upgrade hydro aggregates and auxiliary electrical and mechanical installations.
After the refurbishment project is finalized, a potential total capacity of 55 MW is expected to be
unlocked, as the branch is currently working at restricted capacity. The total investment (including
committed and approved capital expenditure, as well as approved capital expenditure) is estimated at
approximately RON 422 million, while the completion is expected to take place in 2029.

Currently, the tender procedure for a “turnkey” project has been cancelled, while the feasibility studies
are being revised. The execution contract is expected to be signed in 2025.

49 The indicators of the project were updated in 2020 and 2022.
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New Hydropower Projects

The Company plans to implement new hydropower development projects with an estimated value of
RON 1,574 million by 2025E and a total installed capacity of 206 MW by 2027E. The projects aim at
increasing production capacity by finalizing hydropower development under construction, increasing
hydropower potential by starting new hydropower projects and increasing operational safety. Hydropower
development under construction®’, which are part of the approved and committed capital expenditure,
include:

®  Livezeni-Bumbesti — a run-of-river HPD approved in 2003°! with an installed capacity of 65.14 MW.
The HPD is expected to have an average yearly production of approximately 259 GWh. The current
stage of completion is 87%, with the aim to finalize the construction in 2026. The remainder to be
executed (including committed and approved capital expenditure) is estimated at approximately
RON 350 million.

e  Cometu-Avrig — a run-of-river HPD approved in 1989°% that covers an installed capacity of 130.50
MW. The HPD is expected to have an average yearly output of 362 GWh. The current stage of
completion is 67.30% with the aim to finalize the construction in 2026. The remainder to be executed
(including committed and approved capital expenditure, as well as approved capital expenditure) is
estimated at approximately RON 923 million.

®  Rastolita — stage I of the project was approved in 1989°% and covers an installed capacity of 35.3
MW. The HPD is expected to have an average yearly output of 46.3 GWh. The current stage of
completion is 64% with the aim to finalize the construction as of 2025. The stage II, currently outside
the approved and committed capital expenditure, is subject to a grant approval in the PNRR and
envisages to build a dam for hydropower development until 2029. The current stage of completion is
5%.
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] Surduc-Siriu — the commissioning was approved in 198
Nehoiasu hydropower plant with an estimated producti er. 152GWh per year. The current stage
of completion is 82% with the aim to finalize the ctlon in 2026. The remainder to be executed
is estimated (including committed and approved ca yal expendmge) a RON 438 million.

and it covers a 55 MW group in the

an installed capacity of 14.7
MWh. The HPD is expected to have an average gearly output o_f 0.2 GWh. The current stage of
completion is of 82% with the aim to finalize Aconstruction. as of 2026. The remainder to be
executed is estimated (including committed and approvi pital “expenditure) at RON 329 million.

These are anticipated projects that depend on required permits and authorizations (such as ecological flow,
environmental authorizations). Further, the project returns of such projects are inherently sensitive to changes
in power prices and forecasts, as well as construction costs.

Since 2007, projects within a Natura 2000 area (pan of a network of natural protected areas designated by
the EU) require an appropriate assessment study®, taking into account its conservation objectives, which, in
case of projects that are subject to environment impact assessment, is an integral part thereof, this complex
procedure ending with the issuance of the environmental approval or with the decision to reject the project,
as the case may be. The environmental approval is issued only if the project does not negatively affect the
integrity of the respective Natura 2000 area. As an exception from the aforementioned rule, if the
appropriate assessment study reveals significant negative effects of the project on the Natura 2000 area, the
environmental approval may still be issued, if the following conditions are met: 1. lack of alternative
solutions; 2. project of major public interest (social, economic, etc); 3. compensatory measures to ensure the
global coherence of the Natura 2000 network will be put in place.

If the relevant Natura 2000 area harbors a type of priority natural habitat and/or a priority species, the only
considerations that can be invoked for the issuance of the environmental approval are those concerning: 1.
public health or safety; 2. certain beneficial consequences of major importance for the environment; 3. other

30 The investments targets and details presented may undergo changes as a result of the updates of the permits and authorizations in accordance
in force or to be issue applicable legal provisions (e.g. ecological flow, environmental authorizations) and/or changes in the taxation system.
51 The technical and economic indicators were updated through EGMS resolution no.15/2022

%2 The technical and economic indicators were updated through EGMS resolution no.15/2022

%3 The technical and economic indicators were updated through EGMS resolution no. 12/2019

3 The technical and economic indicators were updated through EGMS resolution no.18/2016

%% The technical and economic indicators were updated through EGMS resolution no.15/2022

% An appropriate assessment study of the potential effects of the project on the protected natural area of community interest (i.e., Natura 2000
site)
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imperative reasons of major public interest on which the point of view of the European Commission was
obtained. In 2022, the Romanian Government issued the Government Emergency Ordinance 175/2022 for
establishing measures regarding objective investments for the construction of hydropower development
pending development, as well as other projects of major public interest using renewable energy (“GEO 175/
2022”). The GEO 175/2022 specifies a list of energy projects to be considered of major public interest, in
light on the current energy crisis, and of the short timeframe (up to 2026) available to get access to
REPower EU funds for energy projects (for more details on GEO 175/2022, see section “Regulatory Matters
— Environmental Regulations — Assessment of the impact of certain public and private projects on the
environment”.

Maintenance as a part of operational expenditure

The maintenance activities within the Company aim to preserve the robust performance and to ensure the
exploitation of existing asset base by: (i) maintaining the hydropower installations in safe operating
conditions; (i) restoring in function damaged installations or with dysfunctionalities; (iii) increasing the
technical performance of the equipment; (iv) ensuring health and safety conditions at work for the
exploitation personnel; (v) addressing environmental and civil society risk factors; and (vi) ensuring
compliance with legal requirements. Planned interventions for maintenance are decided based on the
technical condition of the equipment and the maintenance instructions listed in its technical book. The
maintenance and other regular capital expenditure is planned to be around RON 115 million per year.

Most of the maintenance works of the Company are performed by Hidroserv. Based on express provisions
under sectorial procurement legislation in force in Romania, the Company may directly award contracts to
Hidroserv for the performance of services and works because Hidroserv is an affiliate of the Company.
Consequently, the Company and Hidroserv concluded the framework agreement no. 2028 on 2 December
2019 offsetting the conditions for the maintenance works and services for equipment and installations in
components of hydropower developments and navigation developments, with an estimated value of
RON 782.5 million. The framework agreement entered into force on 1 January 2020 and expires on
31 December 2023, but the subsequent execution contract for works which are still ongoing, will end once

21 December 2022, with the purpose to update the list
scope of the framework agreement and to update i
corrective maintenance services on a 24/7 support
dispatch speed and flexibility, given the rules applied
within two hours to requests, although this may vary gﬂding on location and distance for workforce to
travel. To identify the maintenance requirements, the olie- actiVity is monitored 24/7 through the
SCADA portal. Works on statistical basis are performed during optimal down periods (generally during
summer). The maintenance fees are capped at costs +5%. The annual maintenance framework is governed
by NH 01/2021 rules (the maintenance activity program normative in Hidroelectrica).

aintenance works falling under the
“value, ’[he“agr';_ ent covers both preventive and
%is, the minimum |workforce requirement providing

The Company may pursue third party procurement for maintenance services when (i) a more competitive
price can be negotiated and agreed with third party supplier and (ii) the Company concludes that utilizing
in-house production at a later date at a more opportunistic time is more advantageous compared utilizing in-
house production today to meet short-term supply demand.

150



The table below presents the physical stage of equipment maintenance achievements as at 31 December
2022 for each hydro branch:
Value of estimated works
according to Annual
Maintenance Plan

(PAM) 2022 Value of contracted works Value of works executed at
(RON) (RON) 31 December 2022(RON)
Branch TOTAL HIDROSERYV TOTAL HIDROSERV TOTAL HIDROSERV
PORTILE DE FIER......... 45,951,097 37,268,093 46,022,425 37,258,809 43,161,198 35,626,271
HATEG ....covevereeierenne 18,054,702 16,765,540 17,429,306 16,754,498 15,820,206 15,210,715
BISTRITA ......ccoeeiene 26,843,501 23,470,155 26,525,427 23,466,955 25,901,736 22,335,369
CURTEA DE ARGES..... 33,646,136 32,241,011 33,238,522 32,233,985 28,998,086 28,175,699
RAMNICU VALCEA...... 47,875,038 40,399,595 47,142,891 40,358,091 42,639,973 37,699,978
CLUJ .2 d ] 24,975,125 24,012,751 24,335,701 23,985,818 21,274,027 21,178,936
SEBES....ccocooreeereene. 24,040,459 21,313,804 23,155,200 21,292,057 20,148,210 18,379,481
TOTAL ..o, 221,392,459 195,470,949 217,854,576 195,350,213 197,948,539 178,606,448

The table below presents the physical stage and value of construction maintenance achievements as at
31 December 2022 for each hydro branch:

Value of .
estimated
works
according to Value of
Annual works
Maintenance executed at
Plan (PAM) 31 December Percentage Executed/
2022 2022 executed/ Estimated
Branch (RON) (RON) Contracted percentage
PORTILE DE FIER .....cccccocvvrmrmrererenne 12,249,040.19 5,240,364.99 64.44% 42.78%
HATEG. 2,999,342.00 2,196,082.02 84.54% 73.22%
BISTRITA 9,365.188.87 2,286,856.92 40.97% 24.42%
CEIRTEA DE {xRGES ............................. 7,783,469.35 422718 7,215,950.62 95.71% 92.71%
RAMNICU VALCEA.........ccverrrererenans 6,920,071.83  5,321,051.48 76.89%  4,952,479.97 93.07% 71.57%
CLUJ.oiriiiriinrnencrrernmcannes 2,494917.00 1,403,565.47 56.26%  1,227,971.87 87.49% 49.22%
SEBES ....ccovererinrrirerrianns 5,535,259.72  4,179,545.99 75.51%  2,986,538.01 71.46% 53.95%
TOTAL 47,347,288.96 34,754,851.66 73.40% 26,106,244.40 75.12% 55.14%

Energy losses

The operation of the Group’s hydropower facilities may also be subject to periodic energy losses. The main
energy losses are caused by the amount of energy corresponding to the volume of discharged water. For
2022, the energy loss amounted for 262 GWh, while the average for the last five years amounted for 683
GWh. Losses due to the assurance of the easement flow and other utilities are relatively constant and were
on average 163 GWh per year. It should be noted that energy losses will increase with the introduction of
the obligation to ensure the ecological flow as a result of environmental regulations. The structure of the
discharges over the last six years is presented in the below table (in GWh):

Withdrawals Withdrawals

Energy lost from from Fall
through Easement Tributary Permanent operation for operation for reductions
spill and other  greater than power planned accidental and
GWh utilities installed flow  reductions repairs repairs limitations  Other causes Total

165.2 17 03 215 47.5 8.1 1.9 261.5

156 156 19 92 76 82 6 587

165 132 4 80 60 41 2 484

170 207 22 68 108 94 2 671

150 678 36 170 102 254 21 1411

172 11 7 12 18 9 1 230

Safety and employee wellbeing are a priority in the Company’s objectives. It has in place extensive health,
health and safety standards (continuously monitored and optimized), safety training provided to employees
and regular site audits or inspections and ISO 45001 accreditation for occupational health and safety
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management system. In terms of key performance indicators, the Company has minimum 8 target hours of
health and safety training per employee per year, 14 dedicated workforces of health and safety professionals
from 2023 and an 8.8/10 score for employee well-being. The Company registered in 2022 two work
incidents leading to absence (cumulative absence from incidents was 198 days), zero high-consequence
work-related incidents or fatalities®’, less than 0.3% of lost time injury frequency rate (LTIF) in 2022 and
approximately 92% of preventive maintenance plan completed in 2022.

Group’s wind production assets

Crucea Wind Farm has 36 Vestas V112 3MW wind turbines, two measuring poles for weather parameters,
two transformer stations needed for the transportation of the electricity from the wind turbines to the
connection point in the national energy system and underground electrical cables.

Crucea Wind Farm has an average availability for the last five years of 98.6%, an average net capacity
factor for the last five years of 30.8%, an average net generation output for the last five years of 291.6
GWh, an average of approximately 35 hours per year of planned outage hours and approximately
RON 27 million average annual operation and maintenance costs spend in the last five years.

The table below presents the historical production of Crucea Wind Farm in the years 2020 to 2022:

Measuring
unit 2020 2021 2022
PLOAUCHON. ... oeeeeeoeeeeeeeeeee e eeeeeeeessessesmeseenemasesnees " GWh 302.45 288.32 298.87

AVRHADIHEY «.....coooooceoeeeeeeosvsssrssnsnssssnnnenesessesssseees EIVEGE % 98.72 98.7 98.1

Trading of electricity £
The electricity produced by the Group is solgmainly to eléctricify suppliers and electricity trading entities in
wholesale energy trading markets. When optiXgizing its generaﬁén portfolio sales, the Group also focuses on
matching the characteristics of hydropower assfls to p{t‘hs-_-‘f.ygfes of products sold, namely energy sold on
baseload (“in banda” in Romanian) and peak deliv Ty

The Company’s strategy is to take a risk neutral position against the price fluctuations. As a result, the
selling orders size is computed in such a manner to capture, as close as possible, the average market price
as the year unfolds. At the same time, the total volumes sold yearly are prudently set in correlation with the
average historical and forecasted production to avoid an over contracting position.

The Company enters into contracts for the sale and purchase of electricity (i) on centralized markets
managed by OPCOM, including SPOT transactions on the DAM and intra-day market, regulated contracts
with on term delivery-CEPM, bilateral contracts concluded on the centralized market with double continuous
negotiation (“PC-OTC”), and on the centralized markets for electricity bilateral contract — flexible extended
auctions mechanism (“PCCB-LE Flex”) and continuous negotiation mechanism (“PCCB-NC”), settled
through OPCOM centralized markets managed by OPCOM, (ii) unregulated bilateral contracts with on term
delivery (directly negotiated); (iii) transactions on the balancing market, required by Transelectrica in order
to assure the stability of NES.

By law, in 2023 through 31 March 2025, a minimum of 80% of the validated forecast values of available
energy and communicated to ANRE will be sold to OPCOM through CEPM at a fixed price of RON 450
/MWh (please see risk factor “Changes in regulations or government policies, particularly as a result of
increased governmental intervention in the electricity market, could materially and adversely affect the
Group’s business” and section “Regulatory matters — Energy Matters — The Energy Market in Romania —
Impact of enactments regarding measures applicable to final customers in the electricity and natural gas
market on the electricity production — GEO 153/2022 introducing mechanism of centralized acquisition of
electricity (CEPM)”).

The Group trades electricity on the platforms managed by OPCOM on the basis of the Group’s trading
strategy, which takes into account the evolution of market prices, the moment of bidding, the degree of
useful filling of lakes and flow of the Danube/inland rivers and the analysis of the main competitors. All
these are reflected in the prudent volumes sold via forward contracts, namely 62% of total electricity in
2020, 72% in 2021 and 61% in 2022. This decrease in the volume of energy sold via forward contracts is
based on the hydrological conditions, which generated a lower production in 2022 (as compared to 16.9
TWh in 2021 and 13.6 TWh in 2022). The total amount of energy traded in 2022 on PCCB-LE Flex and

57 Relates to the Company only
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PCCB-NC was 362,520 MWh, representing deliveries in the years 2022 and 2024 required of the Group to
achieve the level of contracting approved in the sales strategy. The total value of the transactions was
RON 235.9 million. For details, please see “The Group’s electricity generation and the demand for the
Group’s electricity supply are subject to climatic conditions that may not be within the Group’s control”
from the “Risk Factors” section.

The Company has a constant presence on the PC-OTC market with a total quantity sold in 2022 of 715,752
MWh representing deliveries in 2022, 2023 and 2024, and a total value of transactions of
RON 671.8 million.

Hedging Strategy

The Company’s hedging strategy provides guidelines based both on the requirements imposed by the
national and European regulations in force, as well as on the need to ensure stability on the energy market
in Romania. The strategy aims at ensuring predictability of the Company’s revenues in the medium and long
term and reducing the market risk due to the volatility of the electricity price in times of crisis, considering
the following guidelines:

®  ensuring the necessary enmergy for the supply portfolio through internal transfer from the production
portfolio;

®  ensuring the stability of the national energy system, considering the Company’s role as the main
provider of ancillary services; :

(] compliance with the regulations included in the Energy Law and the Govemnment Emergency
Ordinance 27/2022 regarding the applicable measures to final consumers of electricity and natural gas
during 1 April 2022-31 March 2023 (“GEO 27/2022”), with particular regard to the obligation of
producers to sell the available energy preponderantly (mi ¥a_of the available energy) through
the CEPM (for more details, please see risk factor ¢ anges in regwlations or government policies,
particularly as a result of increased government é’ intervention, in ‘he electricity market, could
materially and adversely affect the Group’s busindss” ‘and section “Regulatory matters — Energy
Matters — The Energy Market in Romania — Impa \gf lenactments reg rding measures applicable to
final customers in the electricity and natural , market on /the electricity production —
GEO 153/2022 introducing mechanism of centralized acgui, ion of electricity (CEPM)”); and

®  the energy difference (remaining after ensuring the three previous priorities) estimated to be available
for sale can be offered on other markets.

The Company has been developing a hedging strategy over the last 10 years which has changed in recent
times in light of changes in regulatory framework and in its supply strategy. Historically, the hedging policy
was to sell most of the electricity in advance on the forward market and OPCOM so as to reduce short-
term selling and price risks. The Company expects to continue adjusting its hedging strategy in line with
market developments. In general, the hedging strategy is reflected in the prudent volumes sold via forward
contracts and is driven by anticipated prices, as highlighted in the two figures below.

Figure 39.1 (forward contracts as a percentage of total sales)

Hedging is Reflected in Prudent Volumes Sold via Forward Contracts
Electricity Sales (TWh) =

Forward contracts as a % of total sales

62% _72%.".» 51% st
3.7 ~40% ~40%
1.3 ’
89 & >50%
~20% ~5%
2020A 2021A 2022A 2023E 2024E
®m Forward Contracts = Other OPCOM % Balancing = Supply
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Figure 39.2 (average historical prices for the forward contracts concluded)

..And is Driven by Anticipated Prices
(RON / MWh)

1
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® Forward Contracts ® Other OPCOM ® Balancing ® Supply

Going forward, the Company aims to sell more of its electricity via its supply segment, which acts as a
natural hedge given that the contracts with the Company’s final consumers are set on fixed price terms.
Future risk profile in terms of markets and prices, beyond the levels has been pre-contracted and the ones

expected to supply, largely depends on hydrology which will influence the Company’s decision making
around allocation of electricity sales by market.

The Company maintains a flexible hedging policy. Large water reservoirs and management thereof provide a
natural hedge that gives the Company some flg :}‘ flity_to choose when to buy on wholesale market if

needed. Purchasing electricity is also effectively ;‘ﬁassed thro as the net tariff (realized tariff — purchased
electricity) is computed for purpose of any rgg 5

Figure 40:
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Between 1 January 2023 and 31 March 2025, the available energy sold through the CEPM will be directly

influenced by the growth of the Company’s supply segment, which had an upward trend reflected in the
evolution of the market share in the last three years.

Green certificates

The Group is a producer of electricity from renewable sources, defined as hydro energy production in
retrofited MPPs with an installed capacity of not more than 10MW and an operating time of at least
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15 years from the date of commissioning and wind energy production. On this basis the Group benefits
from a range between 2.86 and 3 green certificates for every MWh produced in some hydro capacities
depending on the power plant. For details on the green certificates support scheme, please refer to “Support
scheme through green certificates” under the “Regulatory Matters™ section.

By comparison, in 2020, the number of green certificates that the Company benefited from was 103,796,
while in 2021 the Company received 77,315 green certificates for energy produced and delivered by
accredited plants and returned (of the once postponed since 2013) 19,728 green certificates, thereby
benefiting for trading from 97,043 green certificates. In 2022, the Company received 66,591 green
certificates for the energy produced and delivered and returned 19,728 green certificates, thus benefiting from
a total of 86,319 green certificates.

Crucea Wind Farm, as a wind producer, received in 2021 a total of 216,242 green certificates with a
validity until March 2032 in comparison with 226,837 green certificates in 2020, accounting for a decrease
of approximately 4.67%. With a stock of 446,070 green certificates, Crucea also sold during the year 2021
208,536 green certificates for a price of RON 142.21. In 2022, Crucea received a total of 224,156 green
certificates, accounting for an increase of approximately 3.65% in comparison with 2021. With a stock of
453,776 green certificates as of 31 December 2021, Crucea sold during the year 2022, 188,435 green
certificates for a price of RON 144.66. The green certificate support scheme for Crucea Wind Farm expires
in 2029.

The total number of green certificates in stock from the Company’s hydro and wind activities as at
31 December 2022 accounted for approximately 489,000 green certificates.

Ancillary services

The Company is the largest ancillary services provider in Romania and one of the main factors that
contribute to ensuring the operating stability of the NES. ‘Epﬁ'}’ﬁ‘ provides ancillary services (also
known as “system technological services”) to allow T ctrica (TSO, Wwhich is the Romanian national
energy system operator) to manage the NES. Thus, Tfahselectrica is purthasing technological ancillary
services from the Company, based on a procedure regulagi by ANRE, on a contract basis, to maintain the
level of operational safety of the power system and the gy transmitted at the parameters
required by the regulations in force.

The main components of the ancillary services are:

1.  The primary frequency control reserve (which is the decentralised automatic control with a static
characteristic, distributed by a large number of generating units ensuring the fast correction (within 30
seconds at the most) of the differences between production and consumption at a frequency close to
the preset value);

2. The frequency-power secondary control reserve (which is the centralised automatic control of
frequency (exchange power with frequency correction) in order to bring frequency / exchange power
to the preset values within 15 minutes at the most); and

3.  The power reserve corresponding to the tertiary control, which include:

®  the fast tertiary reserve (the power reserve provided by generating units that are qualified to
make the load synchronisation and charging in maximum 30 minutes); and

® the slow tertiary reserve (the power reserve provided by generating units with a start-up and load
takeover time smaller than seven hours).

The ancillary services are auctioned competitively on a daily basis for hourly interval slots based on the
TSO’s required demands, while each supplier bids a maximum 10 quantity/price pair per auction. The
Company is paid for guaranteeing energy to NES when needed pursuant to a contract secured between the
Company and NES and an additional revenue is earned if the Company is actually called upon to deliver
ancillary services to the NES. There are three different services delivered to NES (i.e. secondary adjustment
reserve, UP fast tertiary reserve and DOWN fast tertiary reserve), which are categorized based on NES’s
time response requirement.

The figure below illustrates main KPIs for the ancillary services for 2020-2022:
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Figure 41

Ancillary Services Volume (in hGW

2020A 2021A 2022A

Secondary Adjustment

i #mm UP Fast Tertiary Reserve  ®38 Down Fast Tertiary Reserve

(5) hGW defined as unit in which ancillary services is measured

The Company is the largest ancillary services provider in Romania primarily due to its large production
capacity and capabilities, high dispatch flexibility of its portfolio as well as having a low marginal
production cost to provide services. Providing such services h_several of its HPPs (including Lotru,
Portile de Fier I, Vidraru, Galceag, Sugag, Ruieni and ;
the Company has provided®® 67% of secondary adjustm ¥ reserve, 66% of, UP fast tertiary reserve, 11% of
down fast tertiary reserve and 100% of reactive energy [@tlivered of absorfidd from the network to the NES
(the energy delivered or absorbed from the Romani
frequency at a specified level).

Balancing market

The balancing market is the centralized organized and managed by the TSO to collect the offers for supply
of balancing energy submitted by participants in the balancing market and to use such offers to ensure the
production-consumption balance in the national power system and resolve network restrictions. Starting with
1 February 2021, the transactions are carried out on 15-minute settlement intervals (compared to the
previous regime of one hour).

The purpose of the balancing market is to balance generation to consumption of electricity. The balancing
market ensures that differences between the notified production and the forecast consumption are covered,
and participants undertake financial liability for registered imbalances.

On the balancing market, Transelectrica purchases energy in order to compensate for deviations from the
planned electricity production and consumption values. Dispatchable producers bid on this market the
amount of electricity available in excess over the notified amount, as well as the amount of electricity
notified. This market is administered by Transelectrica, through the Operational Unit — National Dispatcher
Centre. Due to potential variances between the projected and actual electricity production and consumption,
and the specificity of the electricity market (particularly the inability to store electricity and the necessity for
the electricity delivered to consumers to meet certain quality parameters), fine-tuning of production and
consumption values is required and can be achieved through the balancing market.

Supply of electricity

The Company plans to grow its household and non-household customer base in the energy retail market in
Romania while remaining flexible to changes in regulatory framework and price caps. The retail market
offers the Group an alternative way to achieve a high profit margin when energy prices on the wholesale
markets are low and / or less favorable. The existing regulatory cap provides the Company an opportunity
to generate higher margins from its non-household customers; however in recent years the Company has
also focused its commercial strategy attract more household customers in the retail market.

Given its strategy to grow its market share in the retail market, the Group targets diversifying its energy
selling capabilities by accelerating the supply activity development. As of the end of December 2022, the

58 KPIs based on 2022 financial year
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Company accounted for 8.04% share of the market of electricity suppliers for final customers, representing
an increase of approximately 317% from the 2.48% share in 2021 and of approximately 592% from the
1.33% share in 2020.

In order to attract household customers, the supply price was set at RON 250 / MWh for 2020, RON 245 /
MWh and RON 250 / MWh for 2021 and RON 250/MWh for 2022, which has taken into account the price
cap established by GEO 119/2022, respectively between RON 680/MWh, RON 800 / MWh and RON 1,300
MWh, VAT and other tariffs for transport and distribution included, depending on the average monthly
consumption (for more details please see the “Regulatory Matters — Energy Matters — The Energy Market
in Romania — Electricity supply” section). Any update of the supply price to household clients seeks
client's approval.

In order to sustain the growth of its supply segment, the Group improved its call center services by
increasing the number of external operators and is currently in the process of implementing (i) a new
Interactive System Response (ISR), (ii) the CRM Salesforce to ensure the flow of bidding or contracting and
(iii) SAP IS-U modules to cover the issuance of electricity bills.

The Company supplies electricity to both household (residential) and non-household customers (including
industrial businesses, automotive, telecom and construction). As of 31 December 2022, the Company
delivered 586 GWh of electricity to 461,000 household customers (approximately 16% of the total) and
3,090 GWh to 22,000 non-household customers (approximately 84% of the total) which, given the
provisions of GEO 119/2022, have a higher price cap (for more details please see the “Regulatory Matters
— Energy Matters — The Energy Market in Romania — Electricity supply” section).

Therefore, in 2022, the Company provided energy to household and non-household customers with a total
quantity of 3,675 GWh compared to 621 GWh in 2020 and 1029 GWh in 2021, while the quantity supplied
monthly in 2022 was as follows:

Jan. Feb. Mar. Apr. May Jun. Ju. A Sep. Oct.  Now. Dec.  Total

CONTRACTED
QUANTITY
PROVIDED (GWh) 231 211 289 301 325 322

price, including 100% pass through of electricity costs. The aVgrage cost to aéquire a new customer is of
RON 10 (calculated as cost of supply sales staff divided by the humber ef customers acquired). Suppliers
cannot terminate the contracts except for non-fulfillment of obligations, and both household and non-
household customers may terminate supply contracts with no penalties.

Given that the Company is also an energy producer, the necessary energy for the supply portfolio is, in
general, transferred from the energy generation portfolio on a daily basis. However, if the Company will sell
on supply portfolio the amounts of energy above its current forecasted production, there may be cases when
the Company would need to purchase energy from the market or through bilateral agreements to satisfy the
volumes of energy required for its energy supply portfolio. For example, as of February 2023,
approximately 18% of the Company’s energy required for its supply portfolio came under the PPA with
Nuclearelectrica dated 30 September 2022 and in force until August 2023. The contract provide for a fixed
volume of 120 MW/hour, at a fixed price of RON 450 /MWh. Generally, given the supply price caps (for
more details please see the “Regulatory Matters — Energy Matters — The Energy Market in Romania —
Electricity supply” section), the energy acquired from Nuclearelectrica is sold to Hidroelectrica’s non-
household customers, which benefit from higher tariffs under existing regulatory framework (1,000 RON/
MWh -1,300 RON/MWh for non-household customers compared to 680 RON/MWh — 1,000 RON/MWh
for household customers).

MATERIAL LICENSES

The following selected main licenses are, or may be, material or contain provisions under which the Group
has an obligation or entitlement which is, or may be, material to the Group as of the date of this
Prospectus. They are not intended to represent all licenses of the Group.

License for the electricity production and ancillary services

The Company holds license No. 332 / 2001 for the commercial exploitation of electricity production
capacities, including the provision of ancillary services, as updated by ANRE Decision no. 2296 / 2022
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(“License 332/2001”). License 332/2001 is valid until 24 July 2026 and covers the following
branches: Bistrita with a total installed capacity of 636.333 MW, Cluj with a total installed capacity of
542.971 MW, Curtea de Arges with a total installed capacity of 716.200 MW, Hateg with a total installed
capacity of 717.015 MW, Portile de Fier with a total installed capacity of 1633.166 MW, RM. Valcea with
a total installed capacity of 1523.900 MW and Sebes with a total installed capacity of 511.087 MW.

As the holder of License 332/2001, the Company needs to comply with the various conditions prescribed by
the ANRE Order 80/2013 regarding the general conditions associated to the commercial exploitation of
production electricity capacities license. These relate, among others, to the following:

®  ensuring the measurment of electricity prior to performing any activity authorized by the respective
license;

®  abiding by the dispatching orders sent by TSO;
e  undertaking hydropower development activities;

®  declaring the total electricity quantity which is being sold and the primary sources of electricity used
in the reference period, according to the applicable law;

e  complying with all obligations regarding environmental protection and water management;

e  holding all approvals and authorizations required for environmental protection and water management
activities, throughout the entire validity term of the license;

° not engaging in anti-competitive practices or preventing other producers to engage in electricity
production activities;

®  ensuring the full compliance with the unbundling principle;

e  notifying ANRE at least 120 days in advance about any merger, transformation, de-merger or any sale
of assets or any other operations which may t=dn~~) the assets pertaining to the activities
approved by the license being transferred to fher person(s);Nor (ii) the value of the existing share
capital being reduced in one tranche or all in/dfl by at least 5%;\and

w «

®  maintaining a financial guarantee that ens the continuoys ‘performance of the activity on which
basis the license has been granted. The val 3he;€6f ranges between 1% of the value of the assets
related to the activities object of the license 1% of the value of the annual turnover of the
underlying license activities. <_PC:

Supply license

The Company holds license No. 2215 / 2020 for the supply of electricity by way of ANRE Decision no.
718 / 2020 (the “Supply License”), valid until 1 June 2030. The Supply License allows the Company to
supply electricity at the Company’s corporate seat and its Sebes, the Ramnicu Valcea, Iron Gates, Curtea de
Arges, Hateg, Cluj and Bistrita branches to final consumers.

During the validity period of the Supply License, the Company may supply electricity to final consumers on
the retail energy market and perform transactions on the wholesale energy market, inclusive through
electricity import and export. The Company’s obligations deriving from the Supply License include
electricity invoicing, electricity labeling, maintaining a specialized structure in the relation with final
consumers, unbundling, maintaining the assets on which basis the license has been issued, removal of cross-
subsidies, constitution and maintenance of financial guarantees.

Environmental Permits

As at 31 March 2023, the Company held 180 environmental permits for its hydropower plants (some of the
permits concern more than one hydropower plant), all issued without conformity programs, namely without
imposed operating conditions referring to the monitoring of environmental factors and the compliance with
the environmental legislation applicable to the activity carried out.

Environmental permits are mandatory for certain activities with possible environmental impact listed by the
relevant legislation and set out the conditions and/or operating parameters of such activities. Once issued,
ordinary environmental permits remain valid for as long as the beneficiary obtains an annual visa confirming
that the beneficiary continues the activity under the same conditions and that no changes intervened to the
activity which would entail amendments to the permit.
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Water Management Permits

To legally operate a storage hydropower plant, the Company must hold a water management permit for the
hydropower plant and a water management permit for the dam and accumulation lake.

As at 31 March 2023, the Company held 284 water management permits for the production of electricity,
51 of which are in the process of renewal, as well as 48 permits for water alimentation and evacuation, 2
of which are in the process of renewal.

Below is a summary of the main obligations generally included in the Company’s water management
permits:

() to exploit the dam and the related accumulation lake according to the law and the monthly
exploitation programs approved by the relevant authority;

(ii) to monitor and report the water flows and any related deviations;

(iii) to notify the operative centers of the basin water administrations and county and local emergency
situations committees in case of maneuvers that may cause a dangerous increase of water flows and
levels in the downstream of the dam;

(iv) to maintain the authorized characteristics of the accumulation lakes and related works;

(v) to ensure the maintenance of the riverbed in the downstream of the dam, on the development’s impact
zone, which cannot be less than 500 m (as per the relevant legal provisions);

(vi) to take measures for the sanitation of the water surface and to ensure the cleaning of floating logs;
(vii) to ensure a certain amount of easement flow;

(viii) to announce, in writing, any change in the exploitation regime which does not comply with the
provisions of the law;

(ix) to comply with the art.53 paragraph (4) of the Water Law;
SOPRAVER
> water for&peratxon and to conclude the

(x) to annually request the necessary amount of the
subscription for the exploitation of the water resourcey’

(xi) to pay the water management contribution at the d @hne set by the \bscn'ption for use/exploitation
of the water resource; : 7

(xii) to prevent and combat accidental pollution, whenever

¢ gase is and to hold the necessary materials
in case of accidental pollution and act as required; e

(xiii) to announce the authority that issued the permit, with at least one month in advance, in case of
changes of the parameters of the authorized works; if such works change the basic characteristics,
water management approval must be obtained;

(xiv) to inform the authority, in writing, in case of malfunctioning and entering into revisions and repairs,
for the operation of the mechanical equipment which serve the discharge of water flows downstream;

(xv) not to discharge untreated used waters, trash, any type of waste, in the surface and underground
waters; and

(xvi) to perform self-monitoring of the quality of the used waters in compliance with the Govemment
Decision no. 188/2002.

For hydropower plants, hydropower and navigation systems Iron Gates I and Iron Gates II, additional rules
are set forth by the agreement concluded between the Romanian Government and the Federal Government
of the Yugoslavia regarding the exploitation and maintaining of hydropower and navigation systems of Iron
Gates I and Iron Gates II dated 16 May 1998 and ratified by Law no. 14/1999, as well as by the
Romanian-Serbian common documentation regarding the common exploitation of the hydropower and
navigation systems Iron Gates I and Iron Gates II. Specifically, the water management permits for the
hydropower and navigation systems Iron Gates I and Iron Gates II provide obligations including: (a) to
communicate daily the upstream and downstream of the dam levels; (b) to ensure control quotas from Gura
Nerei established by Romanian-Yugoslav Agreement from 1987 (Iron Gates 1); (c) to observe the allowed
variation of the level of the Danube in the control section from the Gura Timocului; (d) based on the results
of the study “Towards a healthy Danube Fish Migration Iron Gates I&IP’ and based on priorities
established at ANAR level, to carry out a study to identify feasible technical solutions to restore the
longitudinal connectivity of the Danube for dams Iron Gates I and Iron Gates II; (€) to take measures in
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order to prevent the pollution of the Danube river based on a study prepared in this respect; (f) to ensure a
certain amount of easement flow (Iron Gates II); and (g) to ensure flooding curves in the downstream of the
reservoir in correlation with the discharge capacity of the emptying bodies (Iron Gates II).

Safe Exploitation Permits

The safe exploitation permits certify compliance with the performance requirements during dams’
exploitation period and are mandatory for obtaining the water management permit and the environmental
permits.

As at 31 March 2023, the Company held 149 safe exploitation permits for its hydropower developments,
five of which were in renewal process.

Generally, the Company must comply with the measures set forth by the appendixes to the safe exploitation
permits with respect to the maintenance and operation of the dams.

ISCIR Authorizations

The State Inspection for the Control of Boilers, Pressure Vessels and Lifting Installations, (“ISCIR”), is the
specialized body of the central administration, with legal personality, responsible on behalf of the state for
ensuring the safe operation of the pressure installations, lifting installations and fuel-consuming appliances.

As of 31 May 2023, Hidroserv held 11 ISCIR authorizations, while the Company held 183 ISCIR
authorizations.

Authorizations for underwater activities with divers

According to Article 6 paragraph (3) of Law No. 346/
the Ministry of National Defense, the Ministry of Nafith
of units that perform underwater activities with divergs

As of 31 May 2023, Hidroserv held one authori '
29 August 2023.

DOk reg ing the organization and functioning of
1 Defense engsures the authorization and inspection
E )

“y

activities with divers, valid until
‘(/) ¥ . o
Hidroserv’s authorization for underwater activities with divers covers the following activities: underwater
works with pneumatically and hydraulically actuated tools; v& fification, control and unclogging of submerged
structures; non-destructive control of submerged structures; technical inspections of the ship’s hull/submerged
structures; underwater environment research; underwater construction-assembly works; collecting and
recording information related to various underwater objectives; execution of replacements and placements of
cables, tracks and pipes with underwater routes.

MATERIAL CONTRACTS

The following selected contracts have been entered into by the Group and are, or may be, material or
contain provisions under which the Group has an obligation or entitlement which is, or may be, material to
the Group as of the date of this Prospectus. Such selected contracts are not intended to represent all material
contracts of the Group.

Concession Agreement

The Company is the beneficiary of the Concession Agreement no. 171 dated 27 December 2004 entered
into between the Ministry, as the entity granting the concession and the Company, as beneficiary. The
Concession Agreement was approved by Government Decision no. 2077 dated 8 December 2004 and was
amended by means of three addenda on 26 September 2013, 3 June 2015 and 23 February 2016.

The object of the Concession Agreement is the concession of (i) the state public property in the domain of
electricity production in hydropower plants (namely reservoirs lakes and their dams, embankments, sluices,
the hydropower potential developed and under development, as provided in annex no. 7 to Government
Decision no. 15/2004 for the approval of the inventories of goods in the public domain of the state
(currently replaced by the Govemment Decision no. 1705/2006); and (ii) the lands on which these are
located, for the purpose of exploitation, rehabilitation, modemization, as well as the construction of new
hydropower plants according to the investment programs.

The Concession Agreement is in force for 49 years starting from the signing date and thus expires on
27 December 2053, with the possibility of prolongation for a period equal to maximum half of its initial
duration, under a bi-lateral agreement without any other formalities or public tender. Based on the
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Concession Agreement, the Company can abandon or disable the assets which fall within the scope of the
agreement, with the consent of the Ministry and in compliance with the legal provisions. Moreover, the
Company has the right to obtain the restriction or cessation of activities that could endanger persons and
property.

The royalty is 0.001 from annual revenues resulted from power generation and system services. The royalty
is paid quarterly and represents income to the state budget.

Apart from the usual cases of termination such as expiry of the Concession Agreement or earlier termination
due to an event of default, the Agreement may also be terminated: (i) by the Ministry, if the national
interest requires it, based on a 30-day prior written notice and upon the payment of fair and prior
compensation; (i) by the Ministry, in case it withdraws the concession right of the Company based on
energy law; (iii) by the Company, in case it gives up the concession due to a force majeure event affecting
the assets, without compensation.

The Ministry may unilaterally modify the regulatory part of the Concession Agreement (namely the tender
specifications), with prior notification to the Company, for exceptional reasons related to the national
interest, with adequate and effective compensation granted to the Company, if the case. This may include
also the royalty set forth therein.

The Company is prohibited from assigning the Concession Agreement and therefore sub-concession is not
allowed). ’

Upon termination of the Concession Agreement, the assets provided in annex 7 to the Concession
Agreement will be automatically returned, free of charges and costs, to the Ministry. The resulting assets,
following the performance of the investments provided in the modemization and development program, will
also be returned to the Ministry. At the same time, the following assets may be transferred from the
Company to the Ministry, if it expresses its intention to acq 9 aﬂfé’:f‘)‘,@las\ed on a price representing the
Carrying amount as defined in IAS 16 at the moment of #he” intention of Acquisition of such assets (in
Romanian “bunuri de preluare”): land development and cops
works in progress related to public goods.

Modernization Agreements o 2. B

The Company has entered into several agreements in connection with the purchase of modernization,
rehabilitation, re-technologization services and works related to electrical installations and constructions (the
“Modernization Agreements”). Examples of Modernization Agreements include the services agreement no.
43/04.07.2022 regarding the “Modernization of electrical installations related to hydromechanical equipment
and hydraulic actuation installation for the Gogosu Deverson Dam”, the services agreement no. 27/
19.03.2021 regarding the “Modernization and rehabilitation of equipment at Tismana HPP”, or the services
agreement no. 52/18.06.2021 regarding the “Modemization of electrical installations related to
hydromechanical equipment and hydraulic actuation installation related to the spillway dam Portile de
Fier I".

Liability/indemnity clauses in most of such Modernization Agreements are loosely drafted, while under some
of the Modemization Agreements, the counterparty’s civil liability insurances and performance bonds are
lower than the value of contracts. This is also because, under Romanian legislation, the value of the
performance bond may not exceed 10% of the contract value. The Company may therefore face a potential
risk of not being fully indemnified under these agreements in case of failure by the contractors to comply
with their contractual obligations.

Joint Venture with Abu Dhabi Future Energy Company-PJSC- Masdar (UAE) (“Masdar”)

The Company and Masdar have entered into a joint venture agreement on 19 March 2023 (“JVA”)
establishing the framework on the basis of which the parties will jointly develop greenfield development
projects in the field of offshore wind (fixed and floating) and floating PV and perform equity investments in
Romanian companies which develop the projects. To implement such projects, the parties will incorporate a
joint venture company (“JVC”) under the laws of Romania, where each Party will hold 50% of the share
capital of the JVC.

The development of the projects is expected to be carried out either through dedicated project companies or
through the JVC, while funding is arranged on a project specific basis and subject to the parties’
negotiation. The parties will initially allocate resources for the personnel of the JVC but it is intended for
the latter to have an independent structure with minimal recourse of the parties in this matter. Service level
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agreements (on arm’s length commercial basis) will be separately negotiated by the JVC. The corporate
governance of the JVC will be organized in the form of a three-tier corporate governance system comprising
the Executive Committee, the JVC Board and the General Assembly. A board of directors consisting of five
members will take decisions on a majority basis, provided that at least one designated representative of each
of the Company and Masdar have voted in favor of these decisions.

Closing is subject to merger control, if the case, and FDI requirements. The JVA may be unilaterally
terminated by a party following the other party’s dissolution or if the other party fails to execute its
obligations and the respective breach continues for a 30 days’ period following the receipt of a material
breach notice or upon the execution of the shareholders’ agreement.

Agreement with Hidroserv

For details on the framework agreement with Hidroserv, please see “Business and Operations — Electricity
generation — Maintenance as a part of operational expenditure”

Agreement between Romania and Yugoslavia (currently Serbia)

On 30 November 1963, an Agreement was signed between Romania and Yugoslavia (currently Serbia) on
the construction and operation of the Iron Gates hydropower and navigation system on the Danube River.
On the basis thereof, on 14 December 1995, Branch Renel Electrocentrale Drobeta Turnu Severin Iron Gates
as the Romanian beneficiary and Javno Preduzece “Djerdap” Kladovo as the Yugoslav beneficiary signed a
contract establishing the manner of fulfilment of the obligations of the Romanian beneficiary and the
Yugoslav beneficiary concerning the replacement or reconstruction of objects, installations and works of the
riparian land defense system on the territory of Yugoslavia, executed for the operation of Iron Gates I

regime of Iron Gates by performing some work; ;lon the riparidh lan{l defense systems built together with the
basic investment for the operation of the Iron (rates I h)(dmpowenr lant. In exchange for carrymg out these
works, the Romanian beneficiary has undertak ai
period of 1995-2050 an annual quantity of elec amounting 4o 138 GWh in equal monthly instalments
within the agreed limits and under the agreed regime,’ n_account of equal participation in the costs of
replacement or reconstruction of the defense system for the 68.00 m water level.

While the Company has delivered to the Serbian beneficiary a quantity of electricity of 2,484 GWh for the
period between 1995-2012, it has received no evidence of the complete execution of the obligations
undertaken by the Serbian beneficiary as established by the above-mentioned commission. In 2013, the
Company therefore suspended the delivery of the energy to the Serbian beneficiary until the balancing of the
participation of the two beneficiaries in the costs of replacing or reconstructing the defense system. The
exploitation of the hydropower potential of the Danube is still carried out according to the agreed schedules.
In accordance with the provisions of the Contract, if the Romanian beneficiary fails to deliver the contracted
quantity of energy, the Serbian beneficiary has the right to process at the Iron Gates I system a 1.5 times
the unrealized quantity of energy the date of expiry of the term.

According to the Contract, any dispute will be resolved by the Joint Commission. This body has been
informed of the divergence between the two beneficiaries since the 86th Session. The Romanian-Serbian
Joint Commission decided at the 92nd Session in 2015 to submit the dispute to the Governments of the two
countries (Romania and the Republic of Serbia) for settlement.

Also, in accordance with the provisions of Article 21 of the Operating Agreement as a joint participation in
the electricity consumption for the operation of the pumping stations for the defense of the riverside lands
in the regime of operation of the “Iron Gates I” system, the Romanian beneficiary delivers to the Serbian
beneficiary a quantity of €10.67 GWh of electricity per year, based on the terms and conditions of delivery
agreed by the parties.

By letter dated 9 May 2023, the secretary of the Serbian group for Romanian-Serbian Joint Commission
informed the Romanian group of the Commission that it is necessary to renew all the activities of the Joint
Commission and to allow cooperation in order to solve all pending issues by scheduling and organizing the
next session as soon as possible.
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Agreement with Vestas

Crucea Wind Farm S.R.L., as customer, has entered into the Service and Availability Agreement 4000/
04.10.2013 with Vestas CEU Romania S.R.L., as provider, to receive maintenance services on an exclusive
basis. The agreement is governed by German law and expires on 23 September 2024,

Agreement with the National Institute of Hydrology and Water Management

On 7 February 2023, the Company, as beneficiary, concluded the agreement no. 10 with the National
Institute of Hydrology and Water Management, as provider, for the performance of hydrological forecasting
services.

The object of the agreement consists of: (i) development of daily hydrological diagnoses; (ii) hydrological
forecast in natural mode for the next 24 hours; (iii) the forecast of the maximum flow of the natural flood;
(iv) seasonal forecast in natural mode for the next 3 months; (v) evaluation of the snow cover at the
beginning of the month during the snow cover period; (vi) characterization of the previous year from a
hydrological point of view

The agreement is in force for 12 months from the signing date and expires on 1 February 2024.

Agreement with the National Administration of Meteorology

On 5 January 2023 the Company, as beneficiary, concluded the agreement no. 40 with National
Administration of Meteorology, as provider, for the performance of meteorological forecasting services.

The object of the agreement consist of: (i) meteorological forecasting services performed weekly with the
transmission of information twice a week for the following basins: Vidraru, Izvorul Muntelui, Vidra,
Fantanele, Dragan, Oasa, Valea lui Iovan, Gura Apelor, Poiana Marului, Buzaului, Siretului, Dunarii and
certain section of the Oltului (e.g. Voila — Cornetu, Gura Lotrului — Dragasani, Strejesti — Izbiceni)
(i) specialized meteorological forecasts for severe phenomena for the following 8 geographical
regions: Moldova, Muntenia, Oltenia, Banat, Crisana, Maramures, Transilvania Nord si Transilvania Sud;
(iii) seasonal prognostic estimates performed at 3 months intervals for Romania and 8 other regions that
include the basins mentioned above with monthly rainfall estimates; (iv) prognostic estimates 6 months
ahead with monthly update for Romania; charactest 1i“6E the previous year in terms of precipitation
quantities; 24-hour notification at the request o _@he Bengﬁcia'ry n the weather forecast for a requested
interval <

W
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The agreement is in force for 12 months from %sig’ning date and=
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Supply Agreements with industrial non-househol SUIMers:

The most significant industrial consumers of the Company are Rompetrol Rafinare SA, Holcim Romania
SA, Romcim SA, Profi Romania SA, Pirelli Tyres Romania SA, Automobile Dacia SA, Orange Romania
Telcommunications SA, Carrefour Romania SA, Bekaert Slatina and Ford Romania SA. The agreements
entered into by the Company with such consumers are based on a largely similar template under which the
parties’ rights and obligations are generally in line with the ones provided by Romanian law. There are
certain limited cases where such clauses might not be aligned with the requirements of the Electricity
Supply Regulation. The Company may cease the electricity supply with four or five business days’ prior
notification in certain cases such as: (i) the client exceeds the power approved through the technical
connection approval; (ii) the client does not pay in accordance with the contractual provisions; (iii) the client
fails to abide by the safety and protection zones of the electrical installation; or (iv) the client fails to
constitute the financial guarantee provided in the said supply agreement.

Various electricity sale agreements

The Company has concluded various agreements for selling electricity to various purchasers, following
tenders organized on PCCB-LE-flex market operated by OPCOM in accordance with proceedings regulated
by law®®. The delivery period and the electricity price under the respective agreements are not subject to
changes, while electricity quantities may be flexibly amended through additional acts to the agreements.
Termination events include suspension from the balancing market, breach of a material provision or breach
of warranty, and may lead to payment of specific damages as provided by Romanian law. The Company

% Regulation dated 31 March 2020 regarding the conclusion of bilateral agreements through extended tender and utilising products to ensure
trading flexibility, as approved by ANRE Order 64/2020.
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may cease the electricity delivery in case the payment term is exceeded and the buyer does not comply with
this obligation during the notice term sent by the Company in this respect.

Bilateral sale-purchase agreement with Nuclearelectrica

All the transactions that the Company and Nuclearelectrica have concluded with the view to sell, purchase,
deliver and accept electricity are covered by the sale-purchase agreement no. 20222643 of 30 September
2022 (the “Nuclearelectrica PPA™). The agreement regulates any option for the sale, purchase, delivery and
acceptance of electricity, such being referred to as the “Individual Contract”. The Nuclearelectrica PPA
expires on 31 August 2023. During its validity period, any party may unilaterally terminate the agreement
by a 30 days’ prior notice with no explicit right to damages. The Nuclearelectrica PPA may also be
terminated for cause, including non-performance, cross default in respect of either party, acceleration of
obligations by any credit support provider and opening of winding up proceedings. In case either party
terminates the contract for a material cause (as defined in the contract), such terminating party shall
calculate in a commercially reasonable manner and shall notify the other party of the termination amount (if
any) to be received or paid by the latter deriving from aggregating all settlements amounts in accordance
with the agreement.

Electricity sale and purchase framework agreement entered into between the Company and OPCOM
following participation on CEPM (“CEPM Agreement”)

To participate in the CEPM, the Company concluded the CEPM Agreement under which it sells electricity
described to OPCOM for a fixed price of RON 450/MWh. The electricity quantity under the CEPM
Agreement is fixed but OPCOM may require its adjustment simply by submitting a notification to the
Company.

CEPM Agreement expires on 31 December 2023. The Company may suspend the electricity delivery before
the end of the validity period only during the pg when the activity on the wholesale market is
suspended or for each settlement interval wh “fhe market activities are suspended. Should any delivery
suspension occur, OPCOM will notify the Copis electricity suspension delivery.

CEPM Agreement is terminated following l__expxry of its durat on, occurrence of a force majeure event or
in accordance with the law (for example for e ifi ¢ase of material breach).

Agreement for the provision of ancillary service

The Company entered, as provider of services, into the agreement with TSO, as beneficiary, for the
provision of ancillary services under the conditions of the operational procedure “Tender based acquisition of
ancillary services” for a price established in accordance with ANRE regulations. Failure by the Company to
supply various ancillary services triggers the payment of a compensation to TSO equal to 100% of the
services value, calculated in accordance with the provisions of the agreement. The ancillary services
agreement expires on 31 December 2026 and contains standard termination provisions, including where the
Company’s licenses or authorizations required for the performance of the agreement are revoked or
suspended.

Balancing agreement with TSO

The Company has entered with TSO into a convention for the participation by the Company, as balancing
party, to the balancing market, by selling and acquiring electricity and settling the network congestions or
ensuring the safety of SEN, through the increase or decrease of active power outside the balancing market.
The Company must offer on the balancing market the balancing electricity corresponding to the contracted
capacity for each unit/consumptions/storage dispatchable installations for all settlement intervals of the
delivery day in case it has contracted with TSO ancillary services under the balancing capacity, in
accordance with legal requirements. The Company must settle the invoices issued by TSO pursuant to the
balancing market convention, which can be unilaterally terminated by each party. A financial bond is to be
constituted by the Company in favor of TSO for the entire duration of the balancing market convention.

Various OPCOM market participation convention

The Company has concluded with OPCOM several market participation conventions: one for the
participation on the PC-OTC, one for the participation on the PCCB-LE-Flex, one for the PCCB-NC, one
for the participation on the market for large consumers (PMC), one for the participation on the DAM
market and one for the participation on the CEPM. All such conventions are concluded based on OPCOM

164



standard forms, may be unilaterally amended by OPCOM and may be terminated either following a
notification submitted by the Company or in case the generation license of the Company is cancelled or
revoked.

Conventions for REMIT data disclosures

Convention concluded with Romanian Commodities Exchange S.A. (“RCE” and “RCE Reporting
Convention”)

The purpose of RCE Reporting Convention is to ensure that the Company fulfils is obligations deriving
from the provisions of REMIT Regulation, as such is briefly described in the “Regulatory Matters” section.
In this respect, RCE will disclose to the Agency for the Cooperation of Energy Regulators (“ACER”)
various trading data placed by the Company on RCE.

RCE may amend RCE Reporting Convention based on a written notification addressed to the Company.
Such amendment will not come into force if rejected by the Company through a written notification at or
before the date falling on 15th calendar day since the date the amendment notification sent by RCE is
considered to produce effects according to the provisions of RCE Reporting Convention. It may be
unilaterally terminated by either Party based on a 3 months’ prior written notification in case no breach of
obligations has occurred or by any Party pursuant to a 30 days’ prior notification addressed to the other
party if the latter constantly fails to comply with its obligations provided thereunder.

Agreement for reporting and accessing data concluded with OPCOM (“OPCOM Reporting Convention”)

The OPCOM Reporting Convention is concluded based on a standard OPCOM form. On this basis OPCOM
(as the Romanian gas and electricity market operator) provides to the Company various services regarding
the disclosure of various information to ACER in accordance with REMIT Regulation. OPCOM Reporting
Convention is concluded on an undetermined period and may be unilaterally terminated by either party
without any justification based on a prior 20 calendar days’ written notice addressed to the other party.
Furthermore, if either party fails to fulfil its obligations provided thereunder the other party may terrmnate
the OPCOM Reporting Convention pursuant to a 30 days’ prior n i

required.

RCE market participation conventions

market for large consumers, futures market and producer-supplier :
RCE standard form and may be terminated either following a noti P squnfced by the Company, or if
the Company does not fulfil the conditions to trade on the markets operated‘by RCE.

Separately, the Company has concluded with RCE a collaboration agreement as an affiliated RCE member
in order for the Company to trade on the market for large consumers. It is also concluded based on RCE
standard form and may be terminated following a notification submitted by the Company, or at the expiry of
the duration (if not extended by additional act) or if the Company fails to comply with its membership
deriving obligations.

Facility Agreement with BRD

On 4 March 2021, the Company as borrower, and BRD — Groupe Societe Generale S.A. as lender and
agent, entered into the unsecured term loan facility agreement no. 30/8130/2021 granted for the purpose of
financing the acquisition of certain green target companies and financing of green assets and capacities (the
“BRD Facility”). The total amount of the facility agreement is RON 1,250,000,000 and the final repayment
date ends seven years after the commencement of the first interest period, whereas the loans are subject to a
variable interest calculated for Ron based on ROBOR and in EUR based on EURIBOR. According to the
Company and its shareholder resolution, the Utilization Date was prolonged until March 2024 and remaining
proceeds to be utilized are of RON 610,000,000. The utilizations used for financing of green assets and
capacities are capped at EUR 50,000,000 (or its RON equivalent), if such threshold is not subsequently
increased by the shareholders. The Company assumed the force majeure and hardship, including for changes
and fluctuation of the EURIBOR/ROBOR margins.

The BRD Facility includes a wide range of undertakings and restrictions (subject to certain exceptions and
carve-outs) such as restrictions on the ability to provide security or guarantees or to dispose of assets, as is
customary for such financings, requirements to adhere to specific financial covenants, restrictions on actions
which could have a material adverse effect on the capacity of the Company to repay the loan or to fulfil its
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obligation sunder the BRD Facility, restrictions on change of control, cross-default provisions, negative
pledge arrangements, restrictions on mergers and reorganizations of any kind, and prohibitions to sell off
assets outside of the usual course of business.

The finance documents related to the BRD Facility also include, among others mandatory and voluntary
prepayment clauses and, subject to certain exceptions and carve-outs, undertakings to observe certain loan-
to-value commitments and a variety of events of default, including cross default provisions regarding
defaults under agreements under which financial indebtedness is incurred by any member of the Group with
any creditor.

EMPLOYEES AND EMPLOYEE POLICIES

As of 31 December 2022, the Group had over 4,621 full-time employees performing their work at the
headquarters of the Company and Hidroserv located in Bucharest and other locations of Group’s companies’
branches and/or working units across the country. Out of such employees, approximately 67% were workers,
25% were employees with higher education and 8% represented the top and middle management. As at
31 December 2022, the Group had 125 employees with limited duration employment agreements, while the
rest of the personnel are employed based on unlimited employment agreements.

The Group’s average number of employees during 2022 was 4,491, (during 2021: 4,393, during
2020: 4,456). More than 90% of the Company’s employees is unionized.

At the Company’s level there is a Collective Bargaining Agreement registered with the labour authorities
under No. 29/22.02.2022, with a term of 24 months that runs as of 1 March 2022. At the Hidroserv level
there is a Collective Bargaining Agreement registered with the labour authorities under No. 150/30.05.2022,
with a 24 months terms that runs as of 1 June 2022.

The organizational chart for the Company’s design department, which carries out mechanics, electrics and
building design, issues specific technical documentation for investment activities, maintenance projects and
refurbishment projects, oversees technical installations for the power plants as well as conducts all the

ns-(M&A) projécis. Each project also includes employees

legal, financial or other departments depending on the

managed. to” grow its knowledge of the M&A space,
o in-Romania.

project type. In the last three years, the Compa
having participated in multiple M&A projects in the

The modemnization of the Group’s asset base will allow the Company to reduce the number of employees. It
is expected to reduce the number of employees through natural termination of employment (e.g. retirement).

The following table sets forth the Group’s employees and staff under management services contracts as at
31 December 2022, 2021 and 2020, split by Group company:
Number of employees

As at 31 December

Company 2022 2021 2020

HIArOCLECIICA .. vveeeeeeieeererreeeretecersae e reebeseseessessneseseenesssnssnssenesnnes 3,465 3,381 3,400
HIAEOSEIV.. v veveerereirereneerentitsreaesesassenesesssassesessssenessenessnssessessensenesnsness 1,156 1,126 1,151
Lo e e i e reereesnesnastssbastansonasananrasnenteeoneasesdasiians 4,621 4,507 4,551

The Group has been continuously focused on the training of its employees. It prepares and deploys training
and career development plans for its employees within its various business sectors.

Employee benefits
The Group makes payments for taxes withheld from salaries, which are calculated in accordance with the
legal rates in force during the year, based on gross salaries.

The additions, allowances, compensations and bonuses granted to the employees under the collective labor
agreement applicable at the level of Hidroelectrica in addition to their base salaries include mainly the
following: seniority addition (up to 25% of the base salary), fidelity addition (up to 10% of the base salary),

166



management allowance (up to 40% of the base salary), addition for supplementary attributions related to
other jobs (up to 50% of the base salary), additions for night work (25% of the base salary), additions for
work performed on bank holidays (200% of the base salary), additions for work performed on Saturday and
Sunday (100% of the base salary), additions for work performed during Energy Worker’s Day, addition for
work performed systematically beyond normal work schedule — instead of the addition for overtime (up to
25% of the base salary), addition for on-call time at domicile or at the hydropower station (25% of the base
salary), addition for isolation (up to 50% of the base salary), mobility and confidentiality addition (up to
25% of the base salary), complexity addition (up to 50% of the base salary), construction site addition for
non-local staff (1% of the base salary), meal allowance for navigating staff (for 4,400 calories/person/day),
paid free days, holiday pay, medical leave pay, delegations/secondment/settlement expense, compensatory
salaries upon dismissal for redundancy reasons (up to 24 monthly base salaries for employees who worked
more than 20 years in the Company), retirement premium (up to 6 monthly base salaries for 25 years of
continuous work within Hidroelectrica), jubilee premium (up to 6 monthly base salaries for 45 years of
continuous work within Hidroelectrica), security agent allowance, electricity quota for employees, for retired
former employees and for relatives of such employees under certain conditions, salary additions for
Christmas, Easter and Energy Worker’s Day, addition for liaison officer for security of critical infrastructure
(10% of the base salary), additions for the members of the project team/program (up to 25% of the base
salary), meal vouchers (30 Lei/voucher/day), gift vouchers, profit sharing, expenses of social nature carried
out based on the collective labor agreement (gifts for the 1 June, Christmas tree and 8 March for women,
transportation to and from work place, monetary aids for child birth/adoption, marriage, Christmas, Easter
and Energy Worker’s Day, for loss of work capacity/professional illness/illness, for professional illness
related death, death of employees’ family members etc.), voluntary health insurance, optional pension. An
yearly professional training fund for employees is also negotiated under the Hidroelectrica collective labor
agreement.

Under the collective labor agreement applicable at & level of Hi oelectrica, the employees are entitled
also to performance bonuses up to the amount o l~ 5% of the monthly negotiated base salary fund for
special achievement, various awards such as awar §for the winners of the competitions “Energy Worker’s
Trophy”, “Ideas and Money”, “Dorin Pavel”, and t %eneﬁ‘ts including professional training and development
courses, a mobile phone with a certain numbsg of minutes included, laptop/PC, cars owned by
Hidroelectrica or under leasing, variable component pa t. for, KPIs’ achievement.

*

The additions, allowances, compensations and bonuses granted to the employees under the collective labor
agreement applicable at the level of Hidroserv in addition to their base salaries include mainly the
following: seniority addition (up to 25% of the base salary), fidelity addition (up to 10% of the base salary),
addition for work team management (5% of the base salary), mobility and confidentiality addition (up to
10% of the base salary), complexity addition (up to 10% of the base salary), addition for on-call time at
domicile (25% of the base salary), addition for overtime (80% of the base salary), addition for work
performed on bank holidays (200% of the base salary), additions for work performed on Saturday and
Sunday (100% of the base salary), additions for night work (25% of the base salary), additions for work
performed in the underground (10% of the base salary), addition for work performed under difficult
conditions (15% of the base salary), addition for isolation (20% of the base salary), diving addition for
divers (2% of the base salary/immersing hour), addition for supplementary attributions related to other job
(up to 50% of the base salary), meal allowance for divers, management allowance (up to 40% of the base
salary), jubilee premium (up to RON 10,000 for 40 years of continuous work within Hidroserv), retirement
premium (up to 5 monthly base salaries for more than 30 years of continuous work within the Group),
additions of minimum RON 300/person for Christmas, Easter and Energy Worker’s Day, gifts for
employees’ children in amount of 100 Lei/child under 18, monetary aids for child birth/adoption, for an
employee’s death, for the death of one of the employee’s family members, employees’ and their family
members illness, employee’s death caused by work accident or professional illness, profit sharing, electricity
quota for employees for 330 kWh, meal vouchers, gift vouchers, compensatory salaries for dismissal (up to
12 salaries for more than 30 years of continuous work in Hidroserv or Hidroelectrica or its affiliates, in the
units of the former National Electricity Company, including the former units of R.A. RENEL and the former
units of the former Ministry of Electric Energy), holiday pay, medical leave pay, delegations/secondment/
settlement expense.

The salaries and other remuneration of the employees have increased as at 2021 in line with inflation, after
negotiation with unions, based on State Budged Law.
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Diversity and Inclusion

The Group’s priority is to create a working environment where all employees are treated with dignity and
respect to individual differences. The Group has zero tolerance to any form of discrimination based on race,
gender, age, color, language, social origin, genetic traits, citizenship, ethnic origin, sexual orientation,
political option, religion, family status or responsibility, disability, union membership or activity, non-
contagious chronic disease, HIV infection, belonging to a disadvantaged category, as well as any other form
of unfair or unlawful discrimination.

The Group fully supports a culture of diversity and inclusion. Its culture is based on respect to its
employees and customers, as well as to the communities where it operates.

Management believes that attention and respect for cultural and other differences is one of the keys to the
Group’s success.

Child Labor Avoidance

The Group only employs individuals who meet the applicable legal minimum age requirement and comply
with all other applicable local labor laws.

Prohibition of Forced Labor

The Group does not employ any form of forced labor. All staff members work voluntarily and are free to
terminate their employment, subject to applicable local labor laws and contracts. The Group respects human
rights, including the right to freedom of movement.

Freedom of Association
The Group allows its employees to freely associate among themselves and to adhere to trade unions.

Safe and Healthy Working Environment

The Group provides a safe, hygienic, and healthy working #mv ent and identifies, evaluates and controls
employees’ exposure to health and safety hazards.

Professional Equality

: 4 A . L L T :
The Group is committed to ensuring professional &gnality,, fighting agginst discrimination and violence, and
preventing sexual harassment. o i

Business operations

The business operations of the Company are divided into two categories: headquarters and regional business
units (branches). At the Company’s headquarters, as of 31 March 2023 there were 488 full time employees
focusing on new tenders and renewal processes, procurement strategy, legal, design and asset management,
growth and refurbishment strategy, centralized know-how and senior expertise. Centralized business
operations for trading and supply are also carried out at the headquarters.

At the Company’s regional business units, as of 31 March 2023 there were 2,986 full time employees. The
main responsibilities of a branch include on-site presence, operating hydroelectric power plants, day-today
technical operations, technical and operational improvements, maintenance and technical support and hydro
construction monitoring. The table below shows the number of full-time employees as of 31 March 2023.

NUMBER OF
FULL TIME
BRANCH EMPLOYEES

BISTRITAL....... oottt en et b e s e e g st e b e e s b e s e b e et e nesa s eanesaansasotsnanesss 405
341
581
364
415
530
344

6

TOTAL ...ttt bbbt bbb s bbb bbb st s st s et et senasn st sanese e 2,986
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PROPERTY AND EQUIPMENT

The Group’s material property and equipment include mainly the HPPs described in the other subsections of
the “Business” section above and the Crucea Wind Farm.

Title to land relating to HPPs

Since 1990, the former Romanian State-owned enterprises have been transformed into private companies, the
Romanian State becoming shareholder of such entities. The real estate properties used by such former State-
owned companies were transferred from the Romanian State into companies’ private ownership through the
issuance of so-called “land ownership ascertaining certificates” (in Romanian “certificat de atestare a
dreptului de proprietate”) (“CADP”) that constitute title deeds (of administrative nature) issued by the
Romanian authorities. Such certificates are issued and contributed to the relevant State-owned company in
return for an issue and allotment of shares.

In line with such procedures, the ownership title for the plots of land owned by the Company pertaining to
the main HPPs is in general a CADP issued by the Ministry of Economy or by the Ministry of Industry.
Such CADPs were issued starting 2002 in favor of the Company, as one the successors of the former State-
owned entity National Electricity Company S.A.

The process of issuing all of the Group’s CADPs and the subsequent share capital increases is ongoing and
shall continue after completion of the Offering. For a description of the risk the Company faces with respect
to this matter please see “Risk factors — Share capital increases resulting from Romanian State-owned land
contributions may result in dilution of shareholders” above.

Title to HPPs

Most of the building permits or acceptance minutes upon completion of works for the HPPs and
mfrasn'ucture located on the Company s lands were 1ssued at least 30 yeaxs ago. The Company’s ownershlp

The Company is also the beneficiary of a legal right of gse-and an uynd und easement for the
installation/decommissioning of electrical networks or other energy capacity and for
access to their location, under the Energy Law no.123/2012.

Crucea Wind Farm

The Company uses the land plots beneath the turbines or related equipment and installations or needed for
the operation of the Crucea Wind Farm on the basis of specific: (i) use and superficies rights, as set forth
under certain assignment and superficies agreements made with the landowners of such land plots; and
(ii) servitude rights as set forth under certain servitude agreements made with the landowners of such land
plots. The agreements are valid for the entire duration of Crucea Wind Farm. The Company also uses
certain exploitation roads on the basis of certain agreements for the use and consolidation of certain
communal roads

The turbines and related equipment and installations pertaining to Crucea Wind Farm are the property of the
Company based on the building permit and acceptance minutes issued in this respect. The constructions
were initially developed by Crucea Wind Farm whose shares were acquired by the Company and further
merged into the Company.

INTELLECTUAL PROPERTY

The Group holds intellectual property rights as regards trademarks and domain names, patents and software
(mainly as licensee).

Trademarks and domain names

The Group owns the following trademarks (word and logo representation): (i) TM no. (i) 188718, owned by
Hidroelectrica and expiring on 06/07/2032, and (ii) 114824, owned by Hidroserv and expiring on
04/02/2031, with possibility of renewal. The Group also owns the domain names Hidroelectrica.ro, owned
by Hidroelectrica and expiring on 29/05/2028 and Hidroserv.ro, owned by Hidroserv and expiring on
23-07-2026, with possibility of renewal. All are nationally registered, namely with the Romanian Office for
Inventions and Trademarks (“OSIM” as regards the trademarks) and RoTLD Register (for domain names).
None of such registrations are close to expiry.
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Hidroelectrica also took over the trademark no. 182548 — HIDRO-WIND, as effect of the merger with
Crucea Wind Farm. The update of the owner with OSIM is pending finalization.

Patents

Hidroelectrica owned two patents regarding self-centering distribution head for hydraulic turbines
(RO118768B1) and hydraulic installation for automatically driving the butterfly throttles (RO118323B1),
both of which have expired.

Hidroserv applied for two patents which are in the process of being issued as regards servomotor rods
reconditioning process using classic and laser welding technology (RO133763A2) and hydraulic block
actuator of lowering the quick valve with a single impulse, equipped with a linear stroke tracking system
and position sensors, for correcting the working position.

Software

The Group does not own core proprietary software. The software system is mainly based on standard
license agreements of non-customized software. The Group has implemented or it is in process of
implementing the major objectives as regards its systems. In this respect there are also several ongoing
procurement procedures.

The connections between HPP units are made by communication systems based on optical fiber owned by
the Company or based on VPN systems (optical fiber/wireless) rented from relevant operators present in
area of interest (Vodafone, Orange, RCS&RDS). Communication with the Operational Unit — National
Dispatcher Centre as regards regulated power plants (in Romanian centrale reglante) is carried out by serial
interface connections.

LEGAL PROCEEDINGS
The Group is involved in various proceedings arising in the g
and as defendant. Other than as described in this Prospec
any legal, arbitral or administrative proceedings or gov,
expected to have a material adverse effect on its busines

5 e of its business, both as plaintiff
c)‘t?le Group i3\not involved in, nor is aware of,
:nmqntal mv,estlg tions that could reasonably be

-‘z.t‘manmal conditiofi jor results of operations.
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Tax Litigation (case 3288/2/2015)

The Company is involved in a tax litigation against two divisjons 6f Hle National Tax Agency (“ANAF”)
for RON 214.4 million. The tax liabilities under review (consisting of income tax, VAT and payroll tax and
accessories) originate from the tax audit conducted between 9 August 2012 and 31 December 2013 in
connection with the Company’s activity between 1 January 2007 and 30 June 2012. RON 18.2 million of
the total tax debt was cancelled by way of a tax ruling during preliminary review by ANAF, while the
remaining amounts (RON 214.4 million) were challenged by the Company before the Bucharest Court of
Appeal in the current case 3288/2/2015.

Given that the Company had been in insolvency and restructuring between 20 June 2012 and 21 June 2016,
its receiver refused to register the tax receivable as it was declared outside the deadline for registration of
debt against insolvent companies. The receiver’s decision was validated by the Bucharest Court of Appeal
(Decision 135/01.03.2016 in case 22456/3/2012*/al). ANAF however collected the remaining tax amounts
of RON 214.4 million after the successful conclusion of the Company’s restructuring, by enforcing a letter
of bank guarantee issued by ING Bank in order to secure the Company’s payment of the tax debt.

The collection of the tax amounts of RON 214.4 million by ANAF from ING Bank is at the origin of a
cluster of litigations related to this enforcement, which are however suspended until resolution of the case
3288/2/2015.

By its decision issued on 7 April 2023, the Bucharest Court of Appeal cancelled the additional tax
liabilities, of RON 214.4 million in their entirety and refused to cancel the tax audit report underlying the
tax decision. An expert report drafted by a panel of experts appointed by the court in the case had found
that more than 99% of the tax liabilities established by the tax report were without merit and not due. The
decision of the Bucharest Court of Appeal, which was not served to the parties with its reasoning, is subject
to appeal within 15 days of the date of service of process (the appeal will be examined by the Supreme
Court of Justice of Romania).

Successful final conclusion of the case would enable the Company to recover the amounts collected by
ANAF either directly or by setting them off against other due tax liabilities.
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In case 3894/299/2016*, both Hidroelectrica and ING Bank challenged the enforcement of the letter of
guarantee. The claim was eventually admitted by the Bucharest Tribunal and the enforcement was cancelled
by final court decision.

Pursuant to cancellation of the enforcement, the Company claimed RON 214.4 million from ING Bank in
(case 25111/3/2019 on the docket of the Bucharest Tribunal). Initially rejected by the first instance court, the
case was remanded for retrial by the appellate court and is currently suspended until final resolution of the
case 1088/2/2020.

Pursuant to cancellation of enforcement, the Company also asked for reimbursement of the tax amounts
directly from the state budget. ANAF’s refusal to reimburse the amounts enforced without legal grounds was
challenged by the Company in case 1088/2/2020 on the docket of the Bucharest Court of Appeal. The
dispute is currently suspended until resolution of current case 3288/2/2015.

It also attempted to use a separate procedural device (reversal of enforcement) in order to recover the
amounts enforced (RON 214.4 million) from the state budget. The claim (case 51487/299/2021) is currently
suspended until final resolution of current case 3288/2/2015.

Dispute with Ministry of Energy (case 3200/2/2018)

The claim filed by the Ministry of Energy purports to supplant the Company’s consent to an addendum to
the Concession Agreement and order the Company to pay RON 373.1 million representing royalties for the
period 2013 — 2018 in relation to the said agreement. The dispute originates in a 2014 audit by the
Romanian Court of Accounts which had determined that royalties were due on the basis that the
concessions were not correctly calculated. The criteria for determining the amount of royalties are related to
the value of the fixed assets of the Company.

The expert report ordered by the court found that the royalties determined and paid by the Company during
2013-2018 were correct and there are no additional royalties due.

The claim was rejected by the Bucharest Court of Appeal on 11 May 2021 and the dispute is currently
pending appeal on the docket of the Supreme Court of Just1 : ‘7the first hearings scheduled for
14 February 2024. d

Dispute with ANRE (case 1927/2/2019)

The Company challenged ANRE Decision 324 of 25 Feb 2019 concemnj g regulation of the price
charged by Hidroelectrica on regulated contracts with supphers hof last resort (SoLR), also requesting
compensation in the amount of RON 222.7 million (the case is™surréhfly-on the docket of the Bucharest
Court of Appeal).

The outcome of the case is significantly influenced by the solution rendered by the court on the challenge
lodged by Hidroelectrica against ANRE Order 10/2019 on methods for price determination. As the challenge
was rejected by the final decision of the High Court of Cassation and Justice (case 1170/2/2019),
Hidroelectrica anticipates the decision on case 1927/2/2019 will also be adverse.

Disputes with Hidroconstructia S.A.

Hidroelectrica is engaged in several disputes with Hidroconstructia S.A. related to various construction
projects. The aggregate value of Hidroconstructia’s significant claims against Hidroelectrica equals
RON 168.7 million.

(i) Fagaras-Hoghiz Sector
Hidroconstructia S.A. sued Hidroelectrica for damages in the amount of RON 106.9 million, including the

value of several letters of guarantee, and termination of the Contract 672/1989 concluded between the
parties on 22 April 1989 in respect of hydropower works on the Olt River (Fagaras- Hoghiz Sector).

The dispute was examined in the first degree of jurisdiction by the Bucharest Tribunal (case 12257/3/2022).
As per the defense of the Company, the claim was inadmissible before the venue chosen by the claimant
due to state of Hidroconstructia S.A. (insolvency) and the claim was also ill-founded. As per the publicly
available information on the court’s website, the claim of Hidroconstructia S.A. was rejected as inadmissible
at the hearings of 25 January 2023. The decision is subject to appeal which may be lodged within 30 days
of the date the grounded ruling is served on the parties. The decision no. 143/25.01.2023 was
communicated to the Company on 8 June 2023.
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(ii) Damages related to suspension of works

In 2016, Hidroconstructia S.A. also sued Hidroelectrica for damages estimated by the company to be in the
amount of RON 32.8 million as at 31 December 2022, allegedly incurred due to suspension of various
works contracted by Hidroelectrica at several hydropower plants, prior to Hidroelectrica’s insolvency. The
case (11314/3/2021) is pending retrial by the Bucharest Tribunal.

(iii)  Siriu-Surduc

In 2020, Hidroconstructia sued Hidroelectrica for commercial loss amounting to RON 29.0 million related to
the works at the Surduc-Siriu site, allegedly incurred by Hidroconstructia as a result of Hidroelectrica’s
alleged failure to finance the project. The claim (case 31451/3/2020) was rejected by the Bucharest Tribunal
on the 10 April 2023. On 7 June 2023, the claimant appealed the decision of the Bucharest Tribunal. The
case is going to be submitted for resolution to the Bucharest Court of Appeal.

Dispute with Romelectro S.A., Hidroconstructia S.A. and ISPH Project Development S.A. (case
40314/3/2013%)

In file 40314/3/2013* Romelectro S.A., Hidroconstructia S.A. and ISPH Project Development S.A. asked the
court to supplant the consent of the Company to conclude an addendum to comstruction contract 21DV
26.01.2004 and to impose on Hidroelectrica an additional cost of works in the amount of
RON 88.4 million.

The first claim concerning conclusion of the addendum is currently pending trial before the Bucharest Court
of Appeal (case was moved back and forth between the Bucharest Tribunal and the Bucharest Court of
Appeal) and the court is examining expert evidence in order to review the merits of the case.

Insolvency of Complexul Energetic Hunedoara (“CEH”) (case 5075/97/2016)

The Company claims RON 1,150.5 million against CEE
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The decision of the receiver was challenged b Eboth Hidroelectrich (which claimed registration of the full

amount) and by CEH (who challenged registral of the amount of RON 1,031.8 million). Both claims are

subject to court case 5075/97/2016/a6 (which ‘fy) contains claims of several other creditors against the
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a company declared insolvent in 2016. The
ion in the registry of creditors of CEH and
rejected the remaining RON 114.5 million.

The file is pending before the Hunedoara Tribunal. The prospects of a favorable solution may not be
assessed with any degree of accuracy; however it should be observed that given the state of CEH
(insolvency) and the magnitude of the Company’s receivables, even successful registration in full of the
receivable does not equate to actual recovery of the amounts. These amounts are not recorded in the
Group’s accounts.

Arbitral dispute with Romelectro S.A.

Dispute originates in a claim lodged by Hidroelectrica for the amount of RON 78.7 million, against
Romelectro S.A. related to the delay and improper performance of works undertaken by Romelectro S.A. at
the Stejaru HPP (Arbitral case 8/2021). Romelectro S.A. responded with a counterclaim for the RON
equivalent of EUR 8.9 million plus interest, VAT and litigation fees, consisting in costs and lost profits
sustained by Romelectro S.A. as a result of Hidroelectrica’s improper performance of its contract obligation.

Pursuant to Romelectro S.A.’s declaration of insolvency, the claim of Hidroelectrica was terminated before
the arbitral tribunal and Romelectro S.A.’s claim was separated (case 30/2022). Subsequently Romelectro
S.A. reduced its claim to the RON equivalent of EUR 5.9 million. Case is pending before the International
Court of Arbitration attached to the Romanian Chamber of Commerce.

Dispute with Beny Alex S.R.L. (case 36646/3/2018*)

In 2018, Hidroelectrica was sued by Beny Alex S.R.L. in relation to environmental cleaning works at the
Raul Mare Retezat — Barajul Gura Apelor HPP performed prior to Hidroelectrica’s insolvency. The
Bucharest Tribunal initially rejected the claim as time barred, however the decision was quashed by the
Court of Appeal and remanded to the Bucharest Tribunal. On 30 May 2023, the Bucharest Tribunal partially
upheld the action brought by the applicant and ordered Hidroelectrica to pay RON 40.1 million. The
decision was communicated at the Company’s headquarters on 12 June 2023 and an appeal will be lodged
within the legal time limit.
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Litigation concerning the procedure for recruitment and selection of members of the Management
Board of the Company (case 5760/3/2020)

The process of selection of the members of the Company’s Management Board is set out in GEO 109/2011
and the Companies’ Law. This process includes several steps as further detailed under section
“Management” of this Prospectus.

The current Management Board was appointed in June 2019 by Decision of the Supervisory Board, with a
term that extends through 10 June 2023.

The selection procedure was carried by a recruitment company (Pluri Consultants Romania S.R.L.) retained
and instructed by the Company. The recruitment company delivered a report on the eligibility of each
candidate and a final report on proposals for appointment pursuant to interviews carried by the Company
with eligible candidates for five positions of members of the Management Board.

The selection procedure was challenged by a candidate who is a former employee of the Company, on
grounds of alleged discrimination and lack of transparency on the selection criteria. The claimant requested
the court to cancel the selection procedure and the appointment of Mr. Radu Pop on the Management
Board, and to order the Company to organize a new selection procedure. The claimant did not explicitly
challenge the actual decision of the Supervisory Board on the appointment of the members of the
Management Board.

The claim was admitted in part by the Bucharest Tribunal on 12 April 2022, which cancelled the selection
procedure related to the five members of the Management Board and ordered the Company to initiate a new
recruitment and selection procedure. The court ruling did not directly challenge the decision of the
Supervisory Board by which the current members of the Management Board were appointed, nor any
decisions made by the Management Board or deed signed on behalf of the Company.

The Company’s first appeal of the decision was rejected by the Bucharest Court of Appeal on 1 March
2023. The Company has lodged a second appeal with the Supreme Court of Justice of Romania (a hearing
yet to be scheduled) and obtained the suspension of the 578
details on the consequences of this litigation, please see 4
has been challenged in court, as a result of which the af#fons of the Compiny’s directors may be subject to
challenge” in the “Risk Factors” section of this Prospectyis )

Environmental Litigation

The environmental NGOs Agent Green and Bankwatch challenggd “the National Environmental Agency
Decision 7 of 22 January 2020 on continuation of the environment regulatory procedure for the hydropower
works remaining to be carried out by the Company on the Livezeni-Bumbesti sector of the Jiu River
(litigation case 10214/3/2020). The NGOs also asked the court to order demolition of the works (87% of
which are finalized according to the Company). The decision of the Bucharest Court of Appeal dismissing
the claim was quashed by the Supreme Court on the 16 February 2022 and the case was remanded to the
Bucharest Court of Appeal and pending retrial.

In a separate case Agent Green and Bankwatch also challenged the Romanian Government’s Decision 1032/
2018 authorizing the placement of 110 kV power lines on the Bumbesti HPP — Targu Jiu Nord — Paring
corridor and the related land expropriation process. The works are in relation to the Bumbesti Livezeni
power plant. The decision of the Bucharest Court of Appeal to admit the claim (case 4315/2/2019) was
quashed by the Supreme Court on 17 June 2022, which admitted the appeal of Hidroelectrica and of the
Government and remanded the case to the Bucharest Court of Appeal, where it is pending retrial.

In case 30229/3/2020 the “EcoCivica” NGO filed a claim purporting to obtain cancelation of the building
permit 304/1990 concerning the construction of the Réstolita power plant on the Mures River, cessation of
works and demolition of the construction works. The Company, as defendant, filed a joinder whereby it
asked the Ministry of Environment, the Ministry of Energy and the Ministry of Environment, Forests and
Water to join the case as guarantors liable to pay the value of the works (estimated by Hidroelectrica to be
in the amount of RON 695.6 million) in the event the claim is admitted. The Bucharest Tribunal rejected all
claims on 25 March 2022. The decision is subject to appeal.

The Company challenged certain provisions of the Ministry of Environment Order 1964/2007 (case
7514/2/2021) concerning the establishment of the ROSCI0019 — Calimani Giurgiu area as a protected site
under the Nature 2000 European Network, considered by Hidroelectrica to interfere with its investment in
the Rastolita plant on the Mures River. The case is pending before the Bucharest Court of Appeal. At the
hearing scheduled on 14 June 2023, the request for referral to the Court of Justice of the European Union
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was discussed. The court postponed the ruling on this application to 28 June 2023. The Declic NGO filed a
claim (case 3757/117/2022) against the Company and the Covasna County Council purporting to obtain a
court order for demolition of the “Surduc Siriu. Treapta Surduc Nehoiasu, Baraj Surduc” hydropower plant.
The claimant asked that demolition works be authorized by the Covasna County Council and carried out
and financed by the Company.

The Company filed on 14 October 2022, together with the statement of defence, a joiner whereby it
requested that the Romanian State be joined to the case as guarantor and take liability for the construction
costs of the plant (estimated by the Company to be in the amount of RON 22.6 million) and for the
demolition costs in case the claim is admitted. The case is pending on the docket of the Cluj Tribunal.

Proceedings related to energy generation tax

Romanian tax authorities, through the General Antifraud Fiscal Division, performed three controls at the
Group with respect to the tax for electricity producers: (i) two for the September-December 2022 period
(which were concluded in a report issued on 11 April 2023 for the Company and a report issued on
12 April 2023 for Crucea Wind Farm) and (ii) one for the period April-August 2022 (which was concluded
in a report issued on 19 April 2023). In the report issued on 11 April 2023, the authorities did not make
any changes to the method of computing the tax for electricity producers or to the method of computing the
transfer price from its production portfolio to its supply portfolio, but raised an issue on the date from
which the Company applied Law 357/2022 (16 December 2022). Following such conclusion, the tax
authontles applied Law 357/2022 retroactlvely, namely from 1 September 2022, thereby computmg an

further challenge in court, 1f needed

Criminal litigations
Hidroelectrica and/or its legal representatives are ¢
different procedural stages.

In over 50% of such criminal cases, the Company nottfied’ the- ‘riminal investigation authorities for the
purpose of identifying and holding accountable former employees suspected of having prejudiced the
company. Most of these notifications were made after the opening of insolvency proceedings against the
company, at the initiative of the judicial administrator and without a thorough analysis of the amounts of the
respective requested damages. Vast majority of such cases have stopped without indictments being issued in
the criminal cases.

There are also cases where criminal authorities have officially requested the Company to make available
certain documents as part of a criminal investigation, without the Company being named a civilly
responsible party or a defendant and without being provided with any other information on the investigation.
Since criminal investigations are secret according to Romanian criminal law legislation, the implications of
such investigations as regards the Company may change in the future once more information is made
available by the criminal authorities.

Real estate litigation

The Company is involved in several types of disputes concerning real estate properties, either owned by the
Company under CADPs or used under the Concession Agreement.

e  Disputes related to various overlapping litigations; for example, there are pending litigations in relation
to PF2 accumulation lake (file no. 748/225/2020 before Drobeta-Turnu Severin Court) or to Vidra
accumulation lake. In this latter file, the Company requested in front of the court the cancellation of
an ownership title issued in 2006 in favor of a presumably former owner based on the restitution law.
The ownership title includes an area of 17,967 sqm that is located on an island within Vidra lake
(which is used by the Company based on the Concession Agreement).

e  Disputes related to the cancellation of the issued CADPs for part of the total surface mentioned
therein since the local authorities also issued ownership titles based on the restitution law in favor of
private individuals; for example, in file no. 3526/263/2019* before Motru Court the Company acts as
defendant and the cancellation relates to a surface of 6,685 sqm, part of the area of 52,587.65 sqm
owned by the Company based on relevant CADP.
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®  Disputes generated by the return of certain properties in favor of the presumably former owners based
on the restitution law on sites already approved for further new investment objectives; for example, in
relation to HPD Rastolita, the Company requested the cancellation of the possession of Banffy, since a
surface of approximately 55 hectares of forest land from the basin of the future accumulation lake is
claimed by an individual after the land has been expropriated in 2017 by the Romanian State. This
situation led to a deadlock in the procedure for removing the land necessary for the construction of
the accumulation lake from the forestry use.

®  Disputes generated by the amount of compensation in the case of land expropriated for public use (for
example HPD Rastolita — litigation file no. 986/102/2018 before Mures Court of Appeal).

BUSINESS ETHICS AND INTEGRITY
Anti-Bribery and Corruption, Anti-Fraud and Compliance Policies

In order to prevent corruption offences, the Company implemented an ethical code (“Ethical Code”),
internal regulations, codes of conduct, as well as procedures and regulations specific to donations,
sponsorships and reporting integrity incidents.

Anticorruption is addressed in a dedicated chapter of the Ethical Code, which defines the manner of
analyzing and implementing the specific legal provisions, the ISO Standard SR ISO 37001 on Anti-bribery
Management Systems and OECD’s Good Practice Guidance on Internal Controls, Ethics and Compliance.

The Ethical Code expressly forbids the Company’s management, its employees or any other person acting
on behalf of the Company to ever offer, promise or pay money, as well as to offer, promise, request,
receive or accept any item of value with the purpose of influencing or being influenced to take decisions or
performing duties in accordance with legal or internal regulations. The items of value include advantages of
financial or other nature, such as — besides cash — gifts, credit, loan, warranty, discount, advertisement,
services, benefits, job offers, sponsorships etc.
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The Company is allowed to make sponsorships as lo; ~as they are fade in accordance with the specific
legislation, whilst the Company’s management and emplojees are forbidden to request or accept, either
directly or indirectly, any amount of money in exchange for a sponsorship.

The Company’s management and employees must avoid any conflict of interests regarding their positions,
activities and their own persons. To this end, the Company’s management and employees must report any
real or potential conflict of interests between the Company’s interest and their or their relatives’ personal
interest.

In order to prevent corruption offences, the Company has implemented a specific procedure for identifying
and assessing the risks of corruption and implementing measures to prevent such risks, having as starting
point the ISO Standard SR ISO 37001 on Anti-bribery Management Systems and OECD’s Good Practice
Guidance on Internal Controls, Ethics and Compliance. In addition, the Company has implemented
regulation regarding the identification and assessment of corruption risks and the definition and analysis of
measures to prevent such risks.

Every member of the Company’s leadership and every employee is obliged to report any suspicion of
corruption to the employee’s superior. Every employee from the Procurement, Trading, Supply, Human
Resources or Internal Control departments must sign once a year a statement regarding compliance with the
provisions of the Company’s Ethical Code.

In matters of reporting, the Company has a dedicated procedure for reporting, analyzing and solving
integrity incidents which has as purpose to establish the necessary framework for reporting integrity
incidents and the responsibilities within the Company for solving such incidents.

ENVIRONMENT, ESG AND CORPORATE SOCIAL RESPONSIBILITY (“CSR”) GUIDELINES AND
POLICIES

ESG and CSR guidelines and policies

The Group’s number one priority in terms of health, safety and environment remains to avoid any accidents
among the staff and partners operating within the Group’s perimeters, to act in a sustainable, ethical, and
environmentally responsible manner and to comply with all relevant legal requirements. The Group
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constantly assesses occupational safety and health risks, identifies significant environmental issues, and
ensures the continuous training of employees in matters of occupational safety, environmental protection and
emergencies.

The Group has a management system complying with the requirements of quality, environmental and
occupational safety and health management standards, continuously monitored, adapted and optimized, with
reference to the identification, implementation and monitoring of applicable requirements, the Plan-Perform-
Verify-Act cycle and reflection based on risk and opportunity. This compliance is demonstrated by the
certification of the management system with specific ISO standards®’.

Environmental protection is a priority for the Group. Its strategy is aimed at increasing the Group’s value by
optimizing the operation of its production capacities and operational control, by making profitable
investments and achieving a regional expansion, while complying with the applicable environmental
legislation and using resources in a rational and responsible manner, in order to prevent and reduce the
environmental impact.

In order to adhere to the international environmental protection requirements, the management system has
implemented the following measures:

a) enhanced environmental responsibility through direct involvement, training, and continuous
improvement in the field of environmental protection of all personnel;

b) preventing and combating water and soil pollution through measures related to the operation and
maintenance of equipment in a first stage and through technological change in the future;

¢) applying environment-friendly solutions in new investment works, upgrades, refurbishment, and
restoration of the natural environment after completiog;pfthe works;

d) efficient waste management resulting from o

e¢) initiating and developing partnerships with aji%takeholders ¢oncefned with environmental protection;

o

f)  improving communication with interested p

ic by increasing:
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and

g) continuously improving the environmental compones

Staff Engagement and Volunteering

Management believes that staff engagement is an important way of fostering solidarity and sustainable
values among the Group’s employees and should be encouraged by all means. The Group is aiming to
institute a framework that allows its employees to contribute their professional skills or their time to CSR
and Community Development initiatives.

Efficiency and Systematic Approach

The Group is aiming to make the best use of resources in order to achieve maximum effect of its projects
while maximizing the benefit to beneficiaries. This principle applies not only to funds allocated for such
activities but also to resource management or other use of the Group’s infrastructure.

The Group is aiming to focus its efforts in a systematic way by gradually developing best practice and
innovative programs. The overall number of core themes should be limited to one or several focus areas so
that the resource allocation is not overstretched.

Reducing the environmental impact

The Group conducts business in a world where environmental challenges and related issues are growing.
Risks related to rapid climate change, overexploitation of natural resources, local ecosystems loss, fresh
water sources contamination and heavy air pollution are the major concerns for the Group as a whole. There
is an urgent need to reduce and minimize negative environmental impacts by creating a lower-carbon, more
decentralized, more efficient, and more sustainable energy systems. The Group recognizes that Climate
Change is occurring, and acknowledges the scientific consensus, led by the Intergovernmental Panel on
climate change, that greenhouse gases emitted by human activities are the primary driver. The Group is

60 _ quality management system — SR EN ISO 9001:2015 (certificate 325 valid until 20 June 2024), the environmental management system —
SR EN ISO 14001:2015 (certificate no. 95 valid until 20 June 2024, the occupational health and safety management system SR EN
1SO 45001:2018 (certificate 250 valid until 20 June 2024) issued by SRAC, IQNET (The International Certification Network) partner - RENAR
accredited certification body
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committed to act responsibly and sustainably to correctly identify and tackle its impacts on the environment
and local ecosystems and implement concrete action plans to minimize these negative impacts and at the
end, bring a positive change into today’s challenging world. In particular, environmental agenda is embedded
into our strategy and includes three main pillars:

®  Energy transition: the Group aims to maintain its position as a local and regional leader in producing
‘green energy’ and supporting the transition to a low-carbon and energy-efficient economy

®  (Climate change: climate change adaptation and reaching “Near zero GHG emissions”

®  Environment and biodiversity: prevention / mitigation of the environmental impact, with a focus on
areas of high biodiversity value

Group Sustainable Development Goals

The 2030 Sustainable Development Agenda poses a unique and critical challenge to the energy sector.
Expanding access to clean energy will play a crucial role in achieving nearly every one of the Sustainable
Development Goals.

By its nature, hydropower has an important role to play in achieving this goal (SDG 7). There is a broad
consensus that, when properly planned and implemented, hydropower is an affordable, reliable, sustainable
and modern technology. The Group is committed to SDG 7 as being one of the most critical, by ensuring
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MANAGEMENT

The Company has a two-tier board structure, consisting of a Supervisory Board and a Management Board.
The figure below presents the corporate governance structure of the Company:

Figure 42:
General

Assembly of
Shareholders

Supervisory Board

7 nan executive directors

Audit Nomination & Strategy
Committee Remuneration Commitiee

Supervisory Board

The Company’s Supervisory Board comprises seven members appointed by an ordinary resolution of the
general meeting of shareholders, out of which one serves as a chairperson. Currently, following the
resignation of Mr. Niculescu George Sergiu, the Supervisory Board comprises six members, none of which
was appointed as chairperson. At each meeting of the Supervisory Board, a chairperson is appointed from
among the current members which exercises the nghts of a chairperson. The powers of the Supervisory
Board are described below in the section of Share Capital and Corporate Structure —

Date of  The period during which

expiration the person served

- > of their in the current

Name " Position mandate position/ office
Mihai Liviu Mihalache...........cccoooeeniniinniinninnnn member 28.03.2027 02.2019 — present
Carmen Radu........cccoeeveeiccniiiinincincicerenenns member 28.03.2027 02.2019 — present
Karoly Borbely ..o member 28.03.2027 07.2017 — present
Silviu Razvan AvVIam...........ccocviininiinnrennnnnnniennnnennes member 28.03.2027 03.2023 — present
George Marius TODIUC........cocoueuimiiiictniireneneereees member 28.03.2027 03.2023 - present
Daniel Adrian Naftali .........ccooovviiniinnininninnn, member 28.03.2027 01.2019 - present

Biographical Details of the members of the Supervisory Board
Mihai Liviu Mihalache

Mr. Mihai Liviu Mihalache has held the position of member of Hidroelectrica’s Supervisory Board since
2019 and has extensive experience in the legal field. He studied Law School at Universitatea Ecologica,
Bucharest between 1997-2001 and has worked as a legal adviser (Nov. 2002-Jan. 2004) and lawyer (Jan.
2004-Apr. 2007 and 2010-2013).

Mr. Mihai Liviu Mihalache has held several positions at The Ministry of Economy: Personal Councilor/
Assistant at the Minister’s Office (Jul. 2012-Dec. 2012), Cabinet Director of the Secretary of State (Jul.
2013-Oct. 2013), Deputy Head of Office — The Office of State Participation and Privatization in Industry
(Oct. 2013-Feb. 2014), Head of Office — The Office of State Participation and Privatization in Industry (Feb.
2014-Jan. 2015).

He also held several positions at the Ministry of Energy among which his current position of Director of the
Administration of the State’s Participation in Energy, starting Sept. 2021. Other positions at the Ministry of
Energy that he has held are: Cabinet Director of the Secretary of State (Jan. 2015-May 2015), Deputy
General Manager — General Director Commercial Companies (May 2015-Feb. 2016), Expert — General
Direction of Privatization and Administration of State Participations in Energy — Legal Department,
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Liquidations, Insolvency (Feb. 2016-Jan. 2017), General Manager — General Direction of Privatization and
Administration of State Participations in Energy (Jan. 2017-Dec. 2019), Senior Advisor — General Direction
of Privatization and Administration of State Participations — Insolvency Department (Dec. 2019-Sept. 2021).

Carmen Radu

Carmen Radu has held the position of member of Hidroelectrica’s Supervisory Board since February 2019
and is currently General Manager at Compania de Investitii si Dezvoltare Sector 1 S.A., starting
January 2022. Since May 2023, Mrs Radu is Vice-President and Member in the Direction Committee for
coordination of entity specific activities at Red Cross Romanian National Company (non-governmental
organization).

Having studied Economics at the Academy of Economic Studies (1980-1985), Carmen Radu has worked
between 1979-1997 as Accountant, Economist, Economical Director, Inspector and advanced to Deputy
General Manager (1997-1999), Deputy Manager (1999-2004) and President of EXIMBANK S.A. (Mar.
2005-Mar. 2009).

She has held on a number of times a position within the Supervisory or Administration Boards of various
institutions: Supervisory Board Member at Fondul Roman de Contragarantare (Aug. 2012-Mar. 2015),
Administration Board Member at Administratia Romana a Serviciilor de Trafic Aerian — ROMATSA (Apr.
2013-Nov. 2016) and later President of the Administration Board at the same company (2016-2018),
member of the Administration Board at SNN (Apr.2013-Apr. 2017), member in the management of
Asociatia Europeana a Institutiilor de Credit (2016-2018).

Other important positions Carmen Radu has held include Councilor of the President and Economical
Director (Oct. 2013-Mar. 2015), President of the Management Board at Fondul Roman de Contragarantare
(Mar. 2015-Nov. 2017) and Member of the Management Board within the same company (Nov. 2017-Feb.
2020) OE SUPEL

Karoly Borbely

Mr. Karoly Borbely has been a member of Hidroel¢@trica’s Supervisory Board since August 2017 and
President of the Strategy and IPO Committee. Mr. Borpaly
and public affairs, IPO project management, business y\elopment and /CSR. He is currently holding the
position of Stakeholders engagement & business nt b2b Director at Orange Romania
Communications starting October 2021. He has held the Public” Affairs Director position at Telekom
Romania Communications between August 2017 and October 2021, having been previously Strategy &
Corporate Affairs Director at Hidroelectrica (Jan. 2015-Aug. 2017). During the period 2007-2008
Mr Borbely was Minister for Communications & IT.

Mr. Borbely has also held the positions of Secretary of State: Department of Energy, Government of
Romania (Jan. 2014-Dec. 2014), Ministry of Economy, Government of Romania (Mar. 2010-May 2012) and
the position of President, secretary of state between Feb. 2005 and Dec. 2007 in the National Youth
Authority. Other positions he has held are Director of Business Development at Energobit (Jun. 2012-Mar.
2014) and Development Director at ITDH, Investment and trade development agency Hungary (Mar. 2003-
Feb.2005).

Mr. Karoly Borbely has a Bachelor’s degree at Babes Bolyai University in Management and other studies
abroad related to: Corporate Govermnance (Universitat Politecnica de Catalunya, 2020), Corporate
Governance & Investor Relations (London Stock Exchange, 2015), Building Businesses in Emerging
Markets (Harvard Business School, 2013).

Silviu Razvan Avram

Silviu Razvan Avram is a member of the Supervisory Board. Mr. Avram is a professional engineer in the
energy field, licensed by Polytechnic University of Timisoara, Electrical Power department. His studies
provide the knowledge needed to understand the activity of Hidroelectrica both in terms of current and
business activity. Right after graduating, Mr. Avram has held executive positions in energy companies, as an
engineer at Hidroelectrica (2001 — 2002) and Servicii Energetice Banat (2011 — 2015) after which he gained
extensive skills and competences in the energy field. Mr. Avram has also gained valuable management skills
during his 20 years long career. He has held management positions during 2018-2022 in a company,
member of an international group listed on the stock exchange market. These positions offered an extensive
knowledge of the regulations and undertakings demanded by an international authority in the field of the
capital market. Besides his experience in the management department, Mr. Avram excelled in advisor
positions, having held the position as an advisor to a State Secretary with the Ministry of Economy
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(2017-2018). Mr. Avram proactive and result oriented approach, combined with his vast experience in the
energy field and management competences ensure his total involvement for Hidroelectrica development.

George Marius Toniuc

George Marius Toniuc is a member of the Supervisory Board and has a vast experience in the legal area,
with 25 years of activity. Mr Toniuc graduated in 1998 from the University of Bucharest, Faculty of Law
and is member of Bucharest Bar since 1998. He worked as a lawyer since then, providing legal assistance
on various matters such as corporate governance, real estate, labour aspects, etc.

In the period 2003-2008 he provided large spectrum of legal assistance to Romanian and foreign entities
within Rompetrol Group on various topics such as corporate governance (including matters related to capital
market law), real estate, consumer protection, mergers and acquisitions, joint ventures, public acquisitions,
labour aspects, air law.

Since 2008, Mr Toniuc has joined Budusan & Associates, a team of lawyers in Romania specialized in the
integrated management of economic, financial and administrative crime allegations and became Partner in
2017. He provided legal assistance and representation in court and before investigative bodies or
administrative control authorities within high-profile tax evasion and money laundering cases (banking, food
industry, infrastructure, IT, real estate, media; financial services; oil and gas), financial (including capital
markets) crime, European funds fraud, public procurement fraud, IP crime, corruption offenses and offshore
transactions.

Daniel Adrian Naftali

Daniel Adrian Naftali is one of the two Deputy Portfolio Managers of Fondul Proprietatea. He joined
Franklin Templeton in 2010. He has 17 years of experience in the ﬁnancial field, of which over 13 years

L ¢/ as well as a Master s and Dlploma degree in
Finance and Banking from the Academy~Gf -Ecopémic Studies in Bucharest. He also holds CAIA
certification and is a full member of Romanian National Association of Appraisers (ANEVAR).

Except as disclosed in “Management — Other positions held by the members of the Supervisory Board and
the Management Board”, the members of the Supervisory Board do not perform any principal activities
outside the Company which are significant to the Company.

The place of work of the Supervisory Board is at the Company’s headquarters.

Management Board

The Company’s Management Board consists of five members elected by the Supervisory Board as a rule for
a period of four years, with the possibility of re-election for successive periods. A member of the
Management Board is appointed by the Supervisory Board as Chairman (the Chief Executive Officer or the
“CEOQ” of the Company).

The management of the Company belongs exclusively to the Management Board, which exercises its powers
under the control of the Supervisory Board. The Management Board aims to fulfill the business object of
the Company, while observing the exclusive competencies reserved by law or by the Company’s Articles of
Association and the New Articles of Association to the Supervisory Board or the shareholders, as described
below in the section “Description of Share Capital and Corporate Structure — Corporate Structure — The
Management Board”).

As of the date of this Prospectus, the members of the Company’s management listed below who have
powers delegated to them were appointed on 7 April 2023 for an interim mandate expiring on the earliest
of four months from the date of appointment or the date when new directors are appointed following the
selection process that the Company has initiated (by the decision of the Supervisory Board dated 6 June
2023°%') as per the proceedings of GEO 109/2011:

61 The Supervisory Board approved the criteria for the selection of the independent expert specialised in human resources recruitment and
instructed the Management Board to start the selection procedure for such expert.
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Name Position

Bogdan-Nicolag Badea.........cccciuiiuiiiininiieicininieiniesenteinie ittt se st seesae s essssssese e e sreseseeseresesnenesennesons CEO
Marian BIatl.......ooccuiiiiinienireeiecieteieeeneeserseseeseseesaessese e e senssesessesssessessssasssensessensesseensseesenessenseneenes COO
RAzvan -IONUE Patalill.........cecueiiiiiiiiiieeiieeeeete ettt eeae et eteeseeseesessennenesresnessesenaneenes CHRO
ANArei DOMINIC GEIEA ......cecuvrereriiiiieiesininteesteiesesesaearaeseseesesesessessesesesesesessessetensessessnsesessensensases CFO
Cristian VIAdOTanU.......c.ccivuiviirerenininiiieneiinieseisesesiesseiessesessesessesesessessesessessesssessessssensensessnsossssssensases CAO

Mr. Bogdan Nicolae Badea is the CEO of the Company, being in charge of day-to-day management within
the limits of the Company’s business object and upon the observance of the exclusive competencies reserved
by law or by the Company’s Articles of Association and the New Articles of Association to the Supervisory
Board or to the shareholders.

Biographical Details of the members of the Management Board

Bogdan Nicolae BADEA holds the position of Chairman of the Company’s Management Board since
July 2017, while previously (2016-2017) he managed the project management activity within the Company.
He has acquired relevant business experience in the energy sector for key sector players: member of OMV
Petrom’s Board of Supervisors (2015-2016), member of Rompetrol Rafinare’s Board of Directors (2015),
Managing Director of BNB Renewable Consulting (2009-2013, 2014), Development and Strategy Director
for Electrica Bucharest (2007-2009), Chairman of the Board of Electrica Bio-Heat (2008-2009), member of
the Board of Directors for Enel Energie Muntenia S.A. and Enel Energie S.A. (2007-2009).

Mr. Badea gained a valuable overall view of the economy and national energy system from senior high
public office positions held, such as Secretary of State for Energy within the Ministry of Energy, Small and
Medium Enterprises (2014-2015) and Secretary of State within the Ministry of Economy (2013-2014).

Mr. Bogdan Badea is an engineering graduate, his ac

lrammg being completed by a Master degree
obtained in 2009 in defense diplomacy, w1th a thesjgon MGk

specialized in electrical energy at Gheorghe Askghi’ University of-Jasi. Mr. Bratu has dedicated his entire
professional career of almost 30 years to the Cogpany. He know' Hidroelectrica in depth, contributing to
the Company s strategy and management plans and\faving.; 1, fportant role in shaping its future technical
and economic policies. Mr. Bratu is one of the Company’s top maintenance experts, occupying — over time,
positions such as the Maintenance Department Manager — Board Member or Head of Equipment
Maintenance Service.

Andrei GEREA has been recently appointed as a member of the Board of Directors starting
December 2022, but he has a vast experience in the energy domain and has been within the Company
starting March 2021. Mr. Gerea is currently responsible with the Company’s financial strategy and financial
activity. Mr. Gerea has held the position of Energy, SMEs and Business Environment Minister during
December 2014 and November 2015 and, before that, he held the position of Economy Minister, during
October 2013 and March 2014, overlooking the strategies and policies of the Government in these domains.
He has also overlooked the activities of Crucea Wind Farm, from the position of CEO during March 2021
and January 2022.

Razvan PATALIU, an economist by profession, has been a member of Hidroelectrica’s Management Board
since March 2018. Within the Company, Mr. Pataliu has proven real managerial skills in the management of
human resources activities, procurement, occupational health and safety, environment, emergency situations,
but also communication and PR, areas he had in coordination. In the energy sector, Mr. Pataliu also held
the position of member of the Administration Board of Engie Romania (2017 — 2019) and Personal Advisor
to the Minister within the Ministry of Energy (2017 - 2018).

His experience in energy is complemented by that in the financial field, Mr. Pataliu holding, from 2015 to
the present, the position of Chairman of the Administration Board of Banca Cooperatista Victoria Bucuresti.
His professional path also included positions such as Executive Director within BCR Bank 2007-2013) or
Marketing and Retail Sales Manager (2006-2007), within the same company. Additionally, Mr. Rizvan
Pataliu has acquired knowledge and experience in the environment field by working as an advisor to the
Iifov Environmental Protection Agency as well as personal advisor to the President of Bucharest
Environmental Protection Agency.
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Cristian VLADOIANU has been part of Hidroelectrica Management Board since 2019. Mr. Vlidoianu has
extensive managerial experience in various areas of the Romanian economy, accumulated in positions such
as economic director of the Rural Investment Financing Agency (2017-2019), general economic director of
the Romanian Cultural Institute (2016-2017), manager of Targu Jiu County Emergency Hospital (2013) or
financial accounting director at the Clinical Neuropsychiatry Hospital in Craiova (2011-2012). To these is
added the experience in the marketing area, as an administrator of Adam Weltman Company, in the public
administration area as inspector in Craiova City Hall, as well as a rich mass-media know-how obtained in
over ten years as manager of radio TV station at ProTV Channel.

Having a Bachelor’s Degree in general economics and a Master’s Degree in business analysis, diagnosis and
evaluation from the University of Craiova, Mr. Cristian Vlidoianu participates in the macro management of
the company and coordinates the assets management, design, security and critical infrastructure activities for
Hidroelectrica.

Except as disclosed below, the managers do not perform any principal activities outside the Company which
are significant to the Company.

The place of work of the managers of the Company is at the Company’s headquarters.

Other positions held by the members of the Supervisory Board and the Management Board

In addition to their positions with the Company, the members of the Company’s Supervisory Board and
Management Board hold, or have held within the past five years, the following positions:

Position
currently
Company / held
Name and surname Partnership Position (Yes/No)
Daniel NAFTALL..........ccccoiiiinnniinniiininennniens Franklin Templeton Senior Vice Yes
International President
Services S.A.R.L.
Luxembourg, Bucharest
Branch
Non-executive No
Member in the
Board of
Directors
Non-executive No
Member in the
Board of
Directors
Zirom S.A. Non-executive No
Member in the
Board of
Directors
Mihai MIHALACHE............ccoovviinnncncniennnns Rompetrol Rafinare Member of the No
Administrative
Board
Investment Fund in Member of the No
Energy Kazah- Administrative
Romanian S.A. Board
ICSITPML S.A. Member of the No
Administrative
Board
Ministry of Energy Director Yes
Ministry of Energy Senior Advisor No
Ministry of Energy General Director  No

182



Position

currently
Company / held
Name and surname Partnership Position (Yes/No)
Karoly BORBELY ...........ccccooviviiinrrninennerenennnnns Orange Romania Stakeholders Yes
Communications engagement &
business
development b2b
Director
Telekom Romania Public Affairs No
Communications Director
Carmen RADU............c.coovviiiiviniiicrecee e Red Cross Romanian Vice-President Yes
National Company and Member in
the Direction
Committee for
coordination of
entity specific
activities
Compania de Investitii =~ General Manager  Yes
si Dezvoltare Sector
1 S.A.
ADF Audit Unique Associate  Yes
Management S.R.L.
7 Fondul Roman de Management No
Contra tare Board Member
AECM Member of the No
Management
Board of the
European
il g Association of
Credit Institutions
Administratia Romana  President of the No
a Serviciilor de Trafic Board of
Aerian - ROMATSA Administration
George Marius TONIUC ...............cccovccmnnnccnen. Budusan si Asociatii Partner Yes
SPARL.
Silviu Razvan AVRAM.............ccccocccvniennccnnncnnes The national authority =~ Advisor President Yes
for administration and
regulation in
communications
CNCIR S.A. General Manager No
Advisor
Vast Baita Plai Special Projects No
Manager
Ministry of Economy State Secretary No
Councilor
Pavilion Grup Administrator No
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Position

currently
Company / held
Name and surname Partnership Position (Yes/No)
Bogdan BADEA ..o CNR-CME -Comitetul  Member of the Yes
National Roman — Executive Board
Consiliul
Mondial al Energiei
Institutul National Vice president Yes
Roman pentru Studiul ~ and member of
Amenajarii the Executive
si Folosirii Surselor de  Board
Energie — IRE +
Comitetul Roman
pentru EURELECTRIC
Centrul Roman al Member of the Yes
Energiei CRE Executive Board
Asociatia President of the Yes
producétorilor de Executive Board
energie electricd (formed of four
HENRO members)
Cristian VLADOIANU..........cccccovivviinnniniiniinns Agentia pentru Economical No
Finantarea Investitiilor ~ Director
Razvan Ionut PATALIU Member of the No
Board of
/ Directors
Banca C/obperatista President of the Yes
:_r¥ictoria Bucuresti Board of
Directors
Andrei Dominic Gerea...............ccoconrivuiinnnennen. Crucea Wind Farm SA  General Manager No
Chamber of Deputies, Quaestor of the No
Parliament Chamber of
Deputies
Chamber of Deputies, = Deputy No

Parliament

Remuneration of members of the Supervisory Board and of the Management Board

In terms of remunerating the members of the Supervisory Board and the Management Board, the Company
believes that its remuneration policy adequately reflects the long-term goals in the Company’s strategy, the
responsibilities of the board members and their time commitment in exercising their duties.

Currently, the Company pays a fixed monthly amount to each member of the Supervisory Board and of the
Management Board, according to the relevant mandate agreements. Under their mandate agreements,
members of the Supervisory and Management Board may benefit of a variable pay component. Hence,
under the relevant mandate agreements, parties may agree on additional fixed or variable remuneration
elements, such as payments for specific targets or events (e.g. IPO).

The total value of the gross remuneration granted by the Group for the year ending on 31 December 2022
to the Supervisory Board was a total of RON 1,773,432 while the remuneration of the Management Board
was a total of RON 10,427,455.
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Gross Remuneration in 2022

Variable component of
fixed monthly the allowance for 2022,

SUPERVISORY BOARD allowance granted in 2023
LAMBRU IOANA ANDREEA.........ccccoceitiienircererneneneenes RON 12,360 RON 147,252
MIHALACHE MIHAI LIVIU.....ccovierireeeicrercnrenensrerseennees RON 12,360 RON 147,252
BORBELY KAROLY .....cccoiiiiniiimiereeeereeerensesenseessessnnes RON 12,360 RON 147,252
RADU CARMEN.......cciiiiiimiimeeeneerentiesensserensasiesesesseeannes RON 12,360 RON 147,252
POPESCU CATALIN VLADUT .......ccocoviiicremcrceneeenrennenes RON 12,360 RON 147,252
STOINA CRISTIAN NICOLAE ........cccccoemmrrreneerenrccnceenens RON 12,360 RON 147,252

NAFTALI DANIEL ADRIANS? ... - —
Gross Remuneration in 2022

Variable component of
fixed monthly the allowance for 2022,

MANAGEMENT BOARD allowance granted in 2023
BADEA BOGDAN NICOLAE ..o, o resesesemsasons RON 39,054 RON 1,640,268
BRATU MARIAN.......oooeeeeeeeeeeeeeseseeeeeeeeeeeseeseseseeseesesessessessenes RON 39,054 RON 1,640,268
POP RADU CRISTIANS ...t seeeseesseseees RON 39,054 RON 1,524,082
GEREA ANDREI-DOMINICS® ........o.ooieeeeeeeeeeeeeeseeseeeens RON 56,328 _
VLADOIANU CRISTIAN.....oiemreerereeeeeseeeeeeeeseesseeeessemsseseeseenes RON 39,054 RON 1,640,268
PATALIU RAZVAN TONUT ...ovoerireereeesereeeseersesessssssesssssssnas RON 39,054 RON 1,640,268

ent of the mandate, support equipment
Adrian waived the fixed and variable

in the mandate agreement, such as expenses glaxed to' the
(telephone, tablet, laptop, car), insurance. % Naftali Dani/
component of its allowance. Brgpe-o

If the revocation of a member of the Supervisory Board occurs without just cause, the mandate is entitled to
the payment of damages, according to the mandate agreement. In the case of unjustified revocation, the
member will have the right to receive from the Company a compensation of a maximum of 24 fixed gross
monthly allowances if the revocation occurs in the first 24 months of the mandate. In the event that the
revocation takes place in the last two years of the mandate, a compensation equivalent to the fixed gross
monthly compensation corresponding to the number of months remaining until the expiry of the term
stipulated in the agreement will be paid.

Shareholdings and stock options
No shareholding and stock options plan are applicable at the level of the Issuer or its subsidiaries.

Litigation statement relating to the Supervisory Board and the Management Board. conflicts of
interests

As at the date of this Prospectus, none of the members of the Supervisory Board and of the Management
Board of the Company has at any time within the last five years:

(i) had any convictions in relation to fraudulent offences;

(ii) held an executive function in the form of a founder, partner, senior executive officer or a member of
the administrative, management or supervisory bodies, of any company or partnership at the time of or
preceding any bankruptcy, receivership, liquidation or administration;

62 Mr. Naftali Daniel waived the fixed monthly allowance as well as the variable component of the allowance for 2022
63 Mr. Pop Radu Cristian’s mandate agreement ended on 7 December 2022
6 Mr. Gerea Andrei-Dominic’s mandate agreement started on 7 December 2022
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(iii) been subject to any official public incrimination and/or sanctions by any statutory or regulatory
authority (including any designated professional body) or has ever been disqualified by a court from
acting as a member of the administrative, management or supervisory bodies of a company or from
acting in the management or conduct of the affairs of any company;

(iv) been elected as member of the administrative, management or supervisory body or managers within
the Company, based on an understanding or agreement with the Company’s major shareholders,
customers, suppliers or others, other than Mr. Daniel Adrian Naftali, who has been appointed as
member of the Supervisory Board following the proposal made by the Selling Shareholder, Mr. Naftali
being an employee of Franklin Templeton International Services S.A.R.L. Luxembourg, Bucharest
Branch, the sole director and alternative investment fund manager of the Selling Shareholder; or

(v) not entered into any contract with the Company or with its subsidiaries that provide for benefits upon
termination of the contract, other than those provided in the section “Remuneration” above;

(vi) been a party to any contracts concluded with the Company, other than their mandate or employment
agreements or supply agreements; or

(vii) does not hold Shares in the share capital of the Company;
As at the date of this Prospectus, the Company confirms:

(i) there is no restriction on the assignment, within a certain period of time, of the Shares owned by the
shareholders in the Company save for the lock-up obligation assumed by the Selling Shareholder in
the Underwriting Agreement concluded with the Managers and by the Romanian State acting through
the Ministry of Energy in the Lock-Up (described under chapter “Subscription and sale”, section
“Underwriting Agreement” and “Lock-up Agreements”); or

(i) there are no family relationships between any of the members of the Company’s members of the
Supervisory Board and of the Management Board and of the founders; or

GORVEG,
(iii) there are no conflicts of interest between the obligatipsis~assumed by\the members of the Supervisory
Board and of the Management Board towards the

obligations.

Corporate Governance Statement and Plan

As at the date of this Prospectus, whereas the Shares are not h
Company generally observes the corporate governance framework set by the Companies’ Law and the
Ordinance 109/2011.

After the listing and Admission to trading of the Shares, the rules set out by the BSE Corporate Governance
Code, which apply to companies listed on the regulated market of the BSE, shall be applicable to the
Company on a “comply or explain” basis. The BSE Corporate Governance Code contains a number of
principles and provisions, including with respect to the composition, role, functioning and compensation of
the management bodies, risk management and internal control, financial reporting and disclosure. All
companies listed on the BSE must include a statement in their annual report on their compliance with the
BSE Corporate Governance Code, while any failure to comply with the provisions of the BSE Corporate
Governance Code must be disclosed through a current report filed with the BSE.

Consultative Committees constituted within the Supervisory Board

According to the Companies’ Law, the Supervisory Board of the Company may set up consultative
committees consisting of at least two members of the Supervisory Board, of which at least one member
must fulfil the independence criteria and, in the case of the audit committee, at least one member must have
accounting or financial audit experience. The role of the consultative committees is to carry out analyses and
to issue, on a regular basis, recommendations for the Supervisory Board in areas such as (i) auditing,
(ii) remuneration of members of the management board and of the supervisory board as well as of the
employees and (iii) nomination of candidates for various management positions.

In line with such provisions and as also required by the GEO 109/2011, the Supervisory Board has
established the Nomination and Remuneration Committee and the Audit Committee. The Supervisory Board
establishes the structure, duties and powers of the committees and remains fully responsible for the actions
taken by these committees.

186



Audit Committee

The Audit Committee is a permanent committee with a consultative role, independent from the executive
structures of the Company, which reports directly to the Supervisory Board. According to the regulation of
organization and operation of the Supervisory Board, the Audit Committee is composed of the members of
the Supervisory Board.

The audit committee fulfills the duties provided for in article 65 of Law no. 162/2017 regarding the
statutory audit of annual financial statements and consolidated annual financial statements and amending
some normative acts, with subsequent amendments and additions.

At least one member of the audit committee must have competences in the field of accounting and statutory
audit, proven by qualification documents for the respective fields and at least one member of the audit
committee must have the qualifications provided by law in the field in which the audited entity carries out
its activity.

The majority of the members of the audit committee shall be independent of the audited entity. The
chairman of the audit committee is appointed by its members or by the supervisory board of the audited
entity and shall be independent of the audited entity.

The audit committee is informed and requests information, through the Supervisory Board, and issues
recommendations, to the Supervisory Board, regarding the selection of the statutory auditor, the evaluation
and monitoring of the independence of the statutory auditor and the monitoring and result of the statutory
audit of the annual financial statements and of the consolidated annual financial statements.

The audit committee is informed and requests information, through the Supervisory Board, and issues
recommendations, to the Supervisory Board, regarding the financial reporting processes, internal managerial
control processes and risk management processes within Hidroelectrica.

The audit committee monitors the internal audit activity, approves the internal audit charter, internal audit
plans and reports, requests the performance of ad hoc internal audit missions and issues recommendations to
the Supervisory Board regarding the internal audit charter, the internal audit plans and reports approved,
without violating the independence of the internal auditors.

The following persons are members of the Audit Committee beginning with 24 April 2023 (Supervisory
Board decision no. 53).

Carmen Radu — Chairman
George Marius Toniuc — Member

1.
2
3.  Silviu Razvan Avram — Member
4
5

Daniel Adrian Naftali — Member
Mihai Liviu Mihalache — Member

Nomination and Remuneration Committee

The Nomination and Remuneration Committee is a permanent committee with a consultative role,
independent from the executive structures of the Company, which reports directly to the Supervisory Board.
The Nomination and Remuneration Committee is composed of the members of the Supervisory Board.

The roles of Nomination and Remuneration Committee are:

e to formulate proposals for the position of member of the Supervisory Board, elaborates and proposes
to the Supervisory Board the procedure for the selection of candidates for the positions of member of
the Directorate and for other positions, recommends to the Supervisory Board candidates for the
positions listed above and formulates proposals on the elaboration of a remuneration policy for the
members of the Directorate and such other management positions, in accordance with the development
strategy, objectives, values and interests of the company. The Committee is required to supervise the
application of the remuneration policy for the Directorate.

®  to propose the selection criteria of the members of the Directorate, corresponding to the identified
profiles, as well as the selection criteria for such other management positions.

In carrying out its activity, the Nomination and Remuneration Committee elaborates an annual report on the
remunerations and such other advantages granted to the members of the Supervisory Board and to the
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directors during the financial year. The report shall be submitted to the General Meeting of Shareholders
which approves the annual financial statements.

At least one member of the Nomination and Remuneration Committee must be an independent member of
the Supervisory Board.

The following persons are members of the Nomination and Remuneration Committee beginning with
24 April 2023 (Supervisory Board decision no. 53).

Mihai Liviu Mihalache — Chairman
Silviu Razvan Avram — Member
Karoly Borbely — Member

Daniel Adrian Naftali — Member

w»w R L b=

Carmen Radu — Member

IPO and Strategy Committee

The IPO and Strategy Committee is a permanent committee with a consultative role, independent from the
executive structures of the Company, which reports directly to the Supervisory Board. The IPO and Strategy
Committee is composed of the members of the Supervisory Board.

The Strategy and IPO Committee elaborates recommendations regarding the Company’s privatization
strategy, according to Romanian Government Decision no. 1066/2013 for the approval of the privatization
strategy of the Hydropower Generation Company within Hydropower Plants Hidroelectrica S.A., with
subsequent amendments and additions, as well as Law no. 297/2004 on the capital market, with subsequent
amendments and additions.

® It drafts analyses and prepares written recommen
carrying out the Privatization Process;

® [t drafis analyses and prepares recommendations
of the main directions of privatization and the s
ways to achieve them;

Ld
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®  The recommendations issued by the Strategy and IPO Committee will be drawn up based on the
company’s privatization strategy or on the studies/consultations made available by the legal consultant
or the privatization intermediary selected for this purpose. The documentations that fall into the
previously mentioned categories are drawn up with the help of the executive management of the
company.

The following persons are members of the IPO and Strategy Committee beginning with 24 April 2023
(Supervisory Board decision no. 53/24.04.2023).

1.  Karoly Borbely — Chairman

2 Silviu Razvan Avram — Member

3.  George Marius Toniuc — Member
4 Daniel Adrian Naftali - Member

5 Carmen Radu — Member

The Supervisory Board can decide to set up other advisory committees and decide on the additional duties
of the committees set up at the level of the Board.
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SHAREHOLDERS

As at the date of this Prospectus, the main shareholder of the Company is the Romanian State acting
through the Ministry of Energy. The Company issued only Shares offering equal voting rights to all
shareholders of the Company.

The table below sets forth certain information regarding the ownership of the Shares prior to the Offering,
and the ownership of the Shares by the current shareholders immediately following the finalization of the
Offering, assuming all Shares are sold in the Offering and that the stabilisation proceeds are not used by the
Stabilization Manager to buy any Shares in the market:

Shares owned Shares owned
before the Offering after the Offering*
Shareholder (Number) % (Number) %
Romanian State.........ccccceeeeeeeverrerereneerennes 360,094,390 80.06 360,094,390 80.06
Fondul Proprietatea S.A. ......c.cooevvvervennene 89,708,177 19.94 0 0
Others (free float) .......ccoveevvveerececrrnecennne — — 89,708,177 19.94
Total........coooueeeeeeeeeeeee e 449,802,567 100 449.802,567 100

*  Subject to the Successful Closing of the Offering and provided that all Offer Shares (including the Over-allotment Shares) are validly
subscribed for by investors in the Offering

The Company is not aware of any agreements which may at a subsequent date result in a change in control
of the Company.

189



DESCRIPTION OF SHARE CAPITAL AND CORPORATE STRUCTURE

General

Hidroelectrica is a joint stock company, organized and functioning under the laws of Romania, established
on Romanian Government’s Decision no. 627 dated 13 July 2000, registered in Romania with the Trade
Registry Office to the Bucharest Tribunal under no. J40/7426/2000, having sole registration code 13267213.

The Company’s registered office is in Romania, Bucharest, sector 1, 15-17 Ion Mihalache Blvd., floor
10-15. The legal and commercial name of the Company is Societatea de Producere a Energiei Electrice in
Hidrocentrale Hidroelectrica S.A. The telephone number of the Company’s registered office is +4
021.303.25.00.

Legal entity identifier (“LEI”) of the Company is 78720011SRQX09PRB732.

The Company conducts its business in accordance with its Articles of Association, as last updated on
23 May 2023 (without taking into consideration the update as per the New Articles of Association).

In the event that the Offering is successful, and the Company is admitted to trading on the BSE, the
Company shall be subject, among others, to the provisions of the Companies’ Law, the Law 24/2017, and
other applicable capital markets regulations.

On 22 June 2023, the EGMS approved the New Articles of Association of the Company with the aim of
implementing corporate governance policies and practices appropriate for a company whose shares are
admitted to trading on the regulated market. The New Articles of Association will enter into force on the
Listing Date, subject to the Successful Closing of the Offering.

Corporate Purpose
The Company has as its purpose the production and sale of electricity, carried out in a manner and with an

object compliant with the legislation in force.

Share Capital

Issued share capital o 5
The Company’s share capital is fully subscribed and pa g‘;up,’ and amounts fo RON 4,498,025,670, divided
into 449,802,567 ordinary, nominative, freely transferable, %éll’y paid shares, ach with a nominal (par) value
of RON 10, which are issued in dematerialized (book enttyy form. Ther¢ are no Shares issued that do not
represent the share capital of the Company. The Company issued one class of shares: ordinary. The
Shares have been created under the laws of Romania as “nominative dematerialized titles” in book entry
form and are all fully paid.

No portion of the Company’s share capital or Shares is subject to any option right (other than as described
below in “Subscription and Sale — Stabilization™) and the Company and/or the Selling Shareholder have
not agreed to grant any such option to any person.
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Evolution of changes in the Company’s share capital
Starting 31 December 2018 until present, the Company’s share capital has varied as mentioned in the below
table:

No of shares and %
held by Selling

New issued New issued Total issued Total issued Shareholder after
Date shares share capital shares share capital the change Price / Comments
03.05.2018 74,268 RON 742,680 448,239,331  RON 4,482,393,310 89,396,405- As per EGMS
19.943900238% resolutions no.
26/05.12.2017 and
7/03.05.2018
22.12.2020 208,136 RON 2,081,360 448,447,467 RON 4,484,474,670 89,437,916 — As per EGMS
19.943900363% resolutions no.
12/18.09.2020 and
17/22.12.2020
27.04.2022 12,015 RON 120,150 448,459,482 RON 4,484,594,820 89,440,313 As per EGMS
-19.943900528% resolutions
00.9/12.10.2021 and
n0.6/27.04.2022
23.05.2023 1,343,085 RON 13,430,850 449,802,567 RON 4,498,025,670 89,708,177 — As per EGMS
19.9439003631% resolution
00.9/27.03.2023 and
no.15/23.05.2023
Shareholders’ rights

The following is a brief summary of certain material rights of shareholders as per the Company’s New
Articles of Association and the legal provisions applicable.

Pre-emptive rights

The Company’s shareholders have a pre-emptive right to subscribe for new shares issued by the Company
pro rata to their holdings on the record date set by the GMS for thezfeSpective share capital increase.

X

N
The period for exercising the pre-emptive right for the subscrip oh of new shares\ must be of at least one
month from the date indicated in the prospectus, which may n gbe,earlier than the record date set for the
respective share capital increase or the date of publication ofGthe resolution of the EGMS/Management
Board on the increase of the share capital in the Official Gazette\of Romania, Part

*

According to the Law 24/2017, in the case of a rights issue by coméibution in cash, the pre-emptive rights
may be excluded and, in this sense, EGMS must approve, based on well-founded reasons, the exclusion of
shareholders’ pre-emptive rights to subscribe for newly issued shares. The quorum requirement for such
approval is 85% of the subscribed share capital, and the decision must be adopted with the affirmative vote
of shareholders representing at least three-fourths of the voting rights.

Right to be informed

The shareholders have the right to cormect and complete information on the Company’s situation in the
general meeting of the Company’s shareholders. Specifically, in connection with any GMS, shareholders
have the right to receive documents supporting each item on the meeting’s agenda at least 30 days before
the date of the general meeting, including, for the OGMS approving the annual financial statements, copies
of the financial statements, the annual reports, the proposal of the Management Board on the distribution of
dividends, as well as information regarding the exercise of voting rights. The Company must also inform
shareholders of the results of the vote. Shareholders also have the right to receive information on the
structure of the Company’s shareholders and to consult the registers kept by the Company, such as the
register of GMS.

In addition, the Company must make available to shareholders various information in the event of certain
corporate events. For the dissemination of this information, the Company can rely on technical support
provided by the Central Depository.

Voting Rights

Subject to any special rights or restrictions as to voting attached to the Shares (which there are none at
present), each Share subscribed and fully paid by the shareholders grants equal rights to its holder, including
the right to one vote in the GMS in person or by proxy. For more information about the vote see section
“General Meeting of Shareholders”. A shareholder who is a legal person may, by resolution of its directors
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or other governing body, authorize a person to act as its representative at general meetings and that person
may exercise the same powers as the shareholder could exercise if it were an individual shareholder of the
Company.

Withdrawal right

According to the Companies’ Law, shareholders that do not vote in favor of a certain corporate action
submitted to voting in the GMS have the right to withdraw from the Company and to request that the
Company acquire their shares. This right may be exercised only if the corporate actions referred to
above: (i) change the Company’s main object of activity as set out in the New Articles of Association;
(i) relocate the Company’s registered seat to another country; (iii) change the Company’s legal form; or
(iv) are in relation to the Company’s merger or spin-off.

In addition, according to the Law 24/2017, shareholders of a company admitted to trading on a regulated
market who do not agree with the decisions of the GMS to merge or spin off the company as a result of
which the Company’s shareholders would be allotted shares that are not admitted to trading on a regulated
market, have the right to withdraw by selling their shares to the Company.

Dividends

Dividends, provided the dividend distribution is approved by the OGMS, are distributed to the shareholders
registered in the shareholders registry of the Company on the record date, proportionally to the number of
shares held in the Company. Dividends may be distributed only if the Company registers profit, as recorded
in the annual financial statements approved by the OGMS and if the OGMS decides to distribute dividends.
For more details on the right to dividends, please see section “Dividend policy” in this Prospectus.

According to the Companies’ Law, dividends shall be distributed to shareholders in proportion to their share
of the paid-up share capital, optionally on a quarterly basis based on interim financial statements, or
annually, based on the annual financial statements, unless otherwise provided in the articles of association.
The dividends may optionally be paid quarterly within the time limit set by the GMS or, where applicable,
by special laws,  the settlement of differences resulting from the distribution of dividends during the year
being made through the annual financial statements. Payment of the differences resulting from the
adjustment shall be made within 60 days of the date ﬁf al of the annual financial statements for the
financial year ended. Otherwise, the comp 'Q‘bwes, aﬁer this deadline, penalty interest calculated in
accordance with the law. ol

o

Other rights of the shareholders

The Companies’ Law, the Law 24/2017 and thO’FSA Regulaﬁlon No. 5/2018 provide the following rights
for certain categories of shareholders, the obse ice “of which must be carefully monitored by the
Company:

%<0

° the right of the shareholder/shareholders, holding separately or together at least 5% of the Company’s
share capital, to request the internal auditors to investigate the Company’s claims;

e the right of the shareholder/shareholders, holding separately or together at least 5% of the share capital
of the Company, to request the convening of a general meeting of shareholders, to propose new items
on the agenda of the meeting and draft resolutions for the agenda of the GMS - if this request is not
complied with, the shareholders in question have the additional right to request the court to convene a
general meeting immediately;

e  the right of the shareholder/shareholders, holding separately or together at least 10% of the Company’s
share capital, to request the court to appoint one or more experts to investigate certain operations of
the Company’s management and to prepare a report in this case;

e the right of the shareholder/shareholders, holding directly or indirectly at least 5% of the share capital
of the Company or of the voting rights to request the election of the members of the Supervisory
Board by a cumulative vote; however, the method will mandatorily be applied only if the request
comes from a shareholder holding at least 10% of the share capital;

®  the GMS may decide to bring an action against the founders, managers, directors, namely members of
the Supervisory Board as well as auditors or financial auditors, for damages caused to the Company of
their fault, in violation of their duties to the Company. If the general meeting does not decide to bring
an action for liability and does not comply with the proposal of one or more shareholders to initiate
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such an action, the shareholders representing, individually or together, at least 5% of the share capital
have the right to bring an action for damages, in a personal capacity, but on behalf of the Company,
against any person mentioned above.

Voting rights are calculated based on the total number of voting rights of the shares, even if the exercise of
these rights shall be suspended. In order to calculate the above-mentioned thresholds, the Company shall
make public the total number of shares issued and the voting rights associated with them at the end of each
calendar month, if during that time there was an increase or decrease in share capital or number of voting
rights (when appropriate, on each class of shares, including the conversion of shares from one class to
another).

Alteration of Capital
Share capital increase

According to the New Articles of Association and the applicable regulations, the EGSM has the power to
decide to increase or decrease the share capital. The Company’s share capital may be increased
by: (i) issuing new shares or increasing the face value of existing shares in exchange for new contributions
in cash and/or in kind; (ii) incorporating reserves (save for legal reserves) as well as benefits or issue
premiums, (iii) offsetting certain and outstanding receivables of the Company with its shares.

The shares issued for the share capital increase shall be offered for subscription first to the existing
shareholders, pro rata to the numbers of shares they hold. See sub-section “Pre-emptive rights” above.

Under the applicable law in force on the Prospectus issue date, the EGMS may authorize the Management
Board to increase the share capital up to a maximum limit decided by the meeting. This cannot exceed half
of the subscribed share capital existing at the time of authorization. The validity period of the authorization
granted by the EGMS is of maximum three years and may be renewed by the general meeting for a period
that cannot exceed three years.

By de01s1on of the EGMS, the Management Board may be delegated m addltxon to the duty to decide the

Share capital decrease

According to the Company’s New Articles of Association and the 1 % the decision t6-/decrease the share
capital is made by the EGMS. The share capital may be decreased o 1‘){ upon the ex of a two-month
period as of the publication of the decision of the extraordinary general zholders-meeting approving the
share capital decrease in Romania’s Official Gazette, Part IV.

Purchase of own Shares

The Company may acquire its own Shares, either directly or through a person acting in its own name, but
on behalf of the Issuer, subject to the following conditions: (i) the authorization to acquire its own Shares is
granted by the EGMS, which will establish the conditions of such acquisition, in particular the maximum
number of Shares to be acquired, the duration for which the authorization is granted and which may not
exceed 18 months from the date of publication of the decision in the Official Gazette of Romania, Part IV,
and, in case of an acquisition for consideration, their minimum and maximum equivalent value; (ii) the
nominal value of the own Shares acquired by the Company, including those already in its portfolio, may not
exceed 10% of the subscribed share capital; (iii) the transaction may have as object only fully paid-up
Shares; and (iv) the payment of the Shares thus acquired will be made only from the distributable profit or
from the available reserves of the Company, accounted in the last approved annual financial statement,
except for the legal reserves.

Corporate bodies

General Meeting of Shareholders

GMS of a joint stock company, such as the Company, may be ordinary or extraordinary. There are no
differences between the two in terms of convening formalities.

OGMS and EGMS have different quorums, voting majorities and duties. EGMS have higher decision
powers (see below). Therefore, the law stipulates higher quorums and voting majorities for EGMS.

According to the Companies’ Law and the New Articles of Association, the general meeting shall be
convened at the initiative of the Management Board, or upon the request of shareholders representing,
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severally or jointly, at least 5% of share capital, within maximum 30 days from the date when such request
is received. In this case, the general meeting shall gather at the first or second call, within maximum
60 days from the date when the request was received by the Company.

The Company shall make available to shareholders, at least 30 days before the date of the general
shareholders meeting, the documents and information related to agenda items on its own website,
including: (i) annual financial statements; (ii) annual report of the Supervisory Board and Management
Board; (iii) full report of the financial auditor; (iv) remuneration report; (v) proposal for dividend
distribution.

Ordinary General Meeting of Shareholders

The OGMS shall be convened at least once a year, at the latest four months after the end of the financial
year.

According to the New Articles of Association, besides discussing other items on the agenda, the
shareholders shall have the following duties:

(@ to discuss, approve or amend the annual financial statements, based on the reports submitted by the
Management Board, the Supervisory Board and the statutory auditor, in accordance with the law;

(b) to distribute the profits and determine the dividend;
(c) to appoint and remove the members of the Supervisory Board;

(d) to appoint and revoke the statutory auditor and to establish the minimum duration of the audit
contract;

(¢) to set the general limits for the remunerations of the members of the Management Board;

() to establish the level of remuneration for the members of the Supervisory Board, as well as the terms
and conditions of the mandate contract concluded with each of the members of the Supervisory Board;

(2) to give opinion on the management of J@»E‘fe’tﬁﬁérs f the Management Board and the members of
the Supervisory Board, to evaluate theif“performance ahd to discharge them from administration, in
accordance with the law; o

3

- members of the/ Management Board and members of the
?gl:damages capsed to the Company;

™ g

(h) to decide on the legal action agai
Supervisory Board, as the case may be,

(i) to approve the budget of revenues and exp
(i) to approve the financial and non-financial performance indicators resulting from the Management Plan;
(k) to approve the reports of the Supervisory Board regarding the activity carried out;

(1)  the pledge, lease or dissolution of one or more working units of the Company; and

(m) to approve the final documentation of the M&A transactions involving the Company.

The minimum quorum for the first convening of the OGMS is shareholders representing more than one
quarter of the total voting rights. If the required minimum quorum is met at the first convening, resolutions
on the items included in the published meeting agenda may be validly passed with majority affirmative
votes of the shareholders present at the meeting.

If the quorum requirements are not met within 30 minutes of the time scheduled for the first convening of
the meeting or cease to be met during the meeting, the OGMS is to be held in a second convening on the
day, time and place specified in the convening notice. The OGMS assembled in the second convening can
decide on the items in the published agenda of the first scheduled meeting, irrespective of the numbers of
shareholders present, by a majority of the votes cast in the second meeting. The Companies’ Law prohibits
a company from setting a higher quorum or majority requirements for the second convening of the Ordinary
General Meeting of Shareholders.

Extraordinary General Meeting of Shareholders

According to the New Articles of Association, the EGMS can be convened as necessary to make a decision
regarding:

(a) changing the legal form of the Company;

(b) changing the main business object of the Company;
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(c) changing the company’s registered office outside Bucharest;
(d) increasing or reducing the share capital of the Company or its replenishment by issuing new shares;

(¢) merger with other companies, the takeover/incorporation in any way of other incorporated or to be
created companies or any type of consolidation;

(f) the division of the Company or any separation of assets or activities or transfers of assets or activities;
(g) prematurely dissolving the Company;

(h) the conversion of shares from one category to another;

() the issuance of bonds and conversion of bonds from one category into another category or into shares;

(G) the conclusion of acts relating to the acquisition, disposal, lease, exchange or establishing as securities
of assets from the category of fixed assets of the Company, whose value exceeds, individually or
cumulatively, during a financial year, 20% of the total book value of the Company’s fixed assets, less
receivables;

(k) lease of fixed assets for a period of more than one year whose individual or cumulated value towards
the same counterparty or involved persons or acting in concert exceeds 20% of of the total book value
of the Company’s fixed assets, less receivables, as well as associations for a period of more than one
year, exceeding the same value;

(1) admission to trading on a regulated market of any financial instrument issued by the Company;

(m) any amendments to the New Articles of Association or any other decision requiring the approval of
the EGMS; and

(n) the conclusion by the Company of any contract, the undertaking of any obligation or commitment that
may involve expenses or the assumption of any other material obligation by the Company, according
to the limits of competence set out in the New Articles of Association. _

The minimum quorum for the first convening of the EGMS 1s
quarter of the total voting rights. If the required minimum quo:
on the items included in the published meeting agenda may be
shareholders present at the meeting.

If the quorum requirements are not met within 30 minutes from g tlrne schedul d for the first convening
of the meeting (or any other time period the meeting chairman may fit) .or ‘Cease to be met during the
meeting, the EGMS is to be held in a second convening on the day, time and place, as specified in the
convening notice. The EGMS assembled in the second convening can decide on the items in the published
agenda of the first scheduled meeting in the presence of shareholders representing at least one fifth of the
total number of votes, by a majority of the votes of the shareholders present at the second meeting.

Notwithstanding the above, the decision to amend the Company’s main object of activity, to decrease or
increase the share capital, change the legal form, merge, spin off or dissolve the Company must be made
with a majority of at least 2/3 of voting rights held by the Company’s shareholders present, represented or
voting by correspondence.

In relation to a share capital increase by contribution in kind, the withdrawal of shareholders’ pre-emptive
right to subscribe new shares must be decided by the EGMS attended by shareholders representing at least
85% of the subscribed share capital, and voted by shareholders holding at least 3/4 of voting rights. These
quorum and majority requirements are also valid if the pre-emptive right is withdrawn in the case where the
share capital is increased by conversion of certain, liquid and outstanding receivables.

A share capital increase by contributions in kind must be approved by an EGMS attended by shareholders
representing at least 85% of the subscribed share capital, and voted by shareholders holding at least 3/4 of
voting rights. Contributions in kind may consist only in new and efficient assets necessary for carrying out
the Company’s object of activity.

A share capital increase by increasing the shares’ face value may be decided only by a vote of all
shareholders, unless it is carried out by incorporating reserves, benefits or issue premiums.

In certain cases expressly mentioned by the legislation in force, quorum and decision making shall be
carried out according to the provisions included in the respective regulations.
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The EGMS may decide to dissolve the Company, decided by a majority of at least 2/3 of the voting rights
held by the shareholders present or represented in the EGMS. If the EGMS has decided to dissolve the
Company, the dissolution of the Company has the effect of starting the liquidation procedure. From the
moment of dissolution, the members of the Supervisory Board and Management Board can no longer
undertake new operations and will otherwise be personally and jointly and severally liable for any actions
taken. The fiscal consequences of the division and liquidation will be determined in accordance with
Romanian tax law and the legislation of the country in which each investor is a tax resident.

The Supervisory Board

According to the New Articles of Association, the Supervisory Board consists of seven persons who are
appointed for a mandate of four years by the Company’s GMS. The chairman of the Supervisory Board is
appointed by the members of the Supervisory Board. The meetings of the Supervisory Board can be
convened by: (i) the chairman of the board (or by a member of the board based on an authorization
received from the chairman) whenever necessary, but in any event at least quarterly; (ii) the chairman of the
board based on the reasoned request of any two of the board’s members or based on the reasoned request
of the entire Management Board, provided that the items proposed to be included on the agenda are within
the competence of the Supervisory Board; or (iii) any two members of the Supervisory Board or by the
Management Board, if the chairman of the Supervisory Board fails to convene the meeting in accordance
with (i) and (ii) above.

If convened upon the request of the Management Board, the meeting of the Supervisory Board shall take
place no later than five days after the receipt of such request. At least four of the Supervisory Board
members must be present at a meeting to constitute a valid quorum and decisions may be validly adopted
by the affirmative vote of the majority of the members present (or represented) at such meeting.

The meetings of the Supervisory Board are chaired by the chairman of the Supervisory Board or, in the
absence thereof, by a member of the Supervisory Board based on a mandate received from the chairman.

The Management Board FFUECy
C\D‘ .
The Management Board members are elected by Supervisory Bpard for a mandate of four years. The

Management Board consists of five members. A :’
of the Management Board/CEO.

mber of, the Matjagement Board is appointed chairman
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At least three of its members must be present at d@eeting to constitute a valid quorum and decisions may

be validly adopted by the affirmative vote of the majérity of the members present (or represented) at such
meeting. In certain cases, the Management Board can pass-a resolution by circulation based on the written
unanimous agreement, without an actual meeting being held.

The Management Board is responsible for the executive management of the Company and represents the
Company in its transactions and interactions with third parties.

Disclosure and reporting obligations

As of the Listing, the Company will also be required to fulfil certain transparency obligations in accordance
with the provisions of Law 24/2017 and the FSA Regulation no. 5/2018. For example, according to the
Law 24/2017, if following the acquisition or sale of or other operations in Shares, the proportion of voting
rights held by a person reaches, exceeds or falls below one of the thresholds of 5%, 10%, 15%, 20%, 25%,
33%, 50% or 75% of the total voting rights, that person must notify the Company of the proportion of the
voting rights held, promptly, but not later than four trading days starting on the day on which that person
(i) finds about the acquisition or disposal or of the possibility of exercising voting rights, or on which,
having regard to the circumstances, should have found about it, regardless of the date on which the
acquisition, disposal or possibility of exercising voting rights takes effect or (ii) is informed with respect to
an event that changes the breakdown of voting rights.

Also, according to the Law 24/2017, the Company must publish its audited annual accounts within four
months after the end of each financial year, its half-yearly figures within three months after the end of the
first six months of each financial year and its quarterly reports for the first and third quarter within 45 days
from the end of the reporting period.

Moreover, the Company is required to inform the public, among others, about the following aspects:
(a) convening of the general meeting of shareholders;

(b) the resolutions of the shareholders’ meetings;
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(c) replacement of the Company’s auditor and causes for this change;
(d) change of control, including indirect change of control;

(e) entering into, termination or decrease of contractual arrangements which have generated at least 10%
of the Company’s income during the previous financial year;

(f) litigation proceedings involving the company;

(g) material acquisitions or disposal of assets (the acquisition or disposal is deemed material if the assets
represent at least 10% of the total asset value of the company, either before or after the transaction);
and

(h) new products or services launched by the company or 2 new development process, which affects the
Company’s resources.

Obligation to launch a mandatory public takeover and squeeze out procedures
Mandatory public takeover

According to the Law 24/2017, where a person, as a result of his/her direct acquisition or an acquisition by
persons acting in concert therewith, holds securities issued by an issuer that, added to his/her prior holdings
or to the holdings of persons he/she acts in concert with, gives him/her, directly or indirectly, more than
33% of the voting rights in the issuer, the respective person is required to initiate a mandatory public
takeover offering addressed to all securities holders for (“Mandatory Public Takeover Offering”). Such a
Mandatory Public Takeover Offering must aim to obtain all the participations of the respective securities
holders, at a fair price, and must be carried out as soon as possible, but no later than two months after the
date when the respective holding of 33% is reached.

By derogation, there is no obligation to initiate a Mandatory Public Takeover Offering if the shareholder(s)
acquired more than 33% of voting rights prior to the entry into force of the Law 24/2017, and obtained
such shareholding in compliance with the legal provisions in force ime_of acquisition.

33% of voting rights in the issuer resulted following an exc ﬁd transaction. “Excepted transaction” means
that the shareholding was obtained: a) within the privatizatio ﬁroccgs, b) by acquisition of shares from the
Ministry of Public Finance or from other legally authorized &ftities, within the" process of enforcement of
budgetary claims; ¢) as a result of transfers of shares between.a _parent company and its subsidiaries or
between subsidiaries of the same parent company; or d) resulting fromi’a vohintary takeover bid addressed to
all holders of the respective securities for all their holdings.

Prior to launching the Mandatory Takeover Public Offering, the voting rights attached to securities exceeding
33% of the total voting rights in the issuer are suspended and the respective shareholder, together with
persons acting in concert therewith, are prohibited from acquiring, by other operations, shares of the same
issuer.

Where a person unintentionally (as described below) holds more than 33% of the voting rights in the issuer,
this person, within three months of obtaining such shareholding, may either carry out a public offering as
mentioned above or dispose of a number of shares so as to decrease the position obtained unintentionally.
An acquisition of holdings exceeding 33% of voting rights in the issuer will be deemed to be unintentional
if the respective position results from: a) a share capital decrease, by share buy-back followed by a
cancellation of shares; b) exercise of pre-emptive, subscription or conversion rights in relation to rights
initially granted, as well resulting from the conversion of preferential shares into ordinary shares; or
¢) merger/spin-off or inheritance.

Squeeze out and sell out

According to the Law 24/2017, a shareholder that has carried out a public offering addressed to all
shareholders and for all their holdings (the “Bidder”), has the right to request that the shareholders that do
not accept the offering sell their respective shares to the Bidder, at a fair price, if the Bidder: a) holds
shares representing at least 95% of the total number of shares in the share capital granting voting rights and
at least 95% of the voting rights that may be effectively exercised; or b) purchased, under the public
offering addressed to all shareholders and for all their holdings, shares representing at least 90% of the total
number of shares in the share capital granting voting rights and at least 90% of the voting rights targeted
under the offering.

Such a right may be exercised within 3 months from the closing date of the public offering.
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Following a public offering addressed to all shareholders and for all their holdings, a minority shareholder
has the right to request that the Bidder purchases its shares at a fair price calculated according to legal
provisions.

There have been no public takeover bids by third parties for all or any part of the Company’s equity share
capital since the Company’s date of incorporation.

Depositary receipts

Depositary receipts may be issued for a number of underlying shares representing no more than 1/3 of the
total number of shares issued by the issuing company. If the depositary receipts are issued as a result of a
public sale offering, then the depositary receipts may be issued for a number of underlying shares
representing no more than 1/10 of a number of shares being offered, without exceeding 1/3 of the total
number of shares issued by the issuing company. If the public offering is primary, the ceiling of 1/3 shall
be calculated by reference to the share capital resulting from the increase.

According to the FSA Regulation 4/2013 as amended, after the public sale offering referred to above has
been made, no depositary receipts by way of conversion of shares may be issued for a period of 12 months.

Main steps of the selection process of board members as set out by GEO 109/2011

Under the provisions of GEO 109/2011 applicable to State controlled entities like the Company, the process
of appointing members to the Supervisory Board or the Management Board must follow a candidate
selection procedure that includes the following main steps: (i) a letter of expectation is prepared and
published by the Ministry, setting out the performance expected of the candidates; (ii) the first component of
the selection plan is prepared and published covering key aspects of the selection procedure, identifying the
starting and completion dates, documents to be submitted, requirements regarding the independent expert;
(iii) the recruitment company is selected and appointed by the Company as an independent expert; (iv) the
Ministry establishes a selection committee in charge of making proposals of appointments from the final list
of candidates; (v) the second component of the selection plan is prepared, containing the elements of the
initial component of the selection plan supplemented by the proposed nomination of selected candidates;
(vi) a notice on the seléction of board members is published; (vii) candidates submit applications; (viii) a
long list of candidates is prepared; (ix) a short list of candidates is prepared and communicated to
candidates; (x) candidates on the short list who expressed an interest to be appointed are interviewed; and
(xi) a report with proposed candidates is finalized it to

L7, &
The law provides for a 150-day maximum term i ;:élvhich the selectign process needs to be finalized.
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RELATED PARTY TRANSACTIONS

The following is a summary of transactions with related parties as defined in IAS 24 “Related Parties
Disclosure”. For further details of these transactions as of and for the years ended 31 December 2022,
2021 and 2020 see Note 31 of the Audited Consolidated Financial Statements, while for further details of
these transactions as of and for the three months ended 31 March 2023 see Note 17 of the Unaudited
Condensed Consolidated Interim Financial Statements. For more information on the related parties
described in this section, see “Business”’.

General matters

For the purposes of the Group’s Audited Consolidated Financial Statements and the Unaudited Condensed
Consolidated Interim Financial Statements, parties are considered to be related in line with the requirements
of IAS 24 “Related Party Disclosures” as established under the International Accounting Standards (“IAS”)
in accordance with Regulation (EC) No. 1606/2002 of the European Parliament and of the Council, which
defines a related party as a person or entity that is related to the entity that is preparing its financial
statements.

During the period 2020 — 2022 and the year 2023 until the date of the present Prospectus, the Group has
carried out transactions with the following main related parties:

Nature of the Country of

Related party relationship incorporation Nature of transactions

Administratia Nationald Apele Romane ..  Supplier Romania Turbinated water

Transelectrica (operator of the electricity ~ Supplier/Client Romania Energy transportation

system in Romania)..........cccceerueverreeenenee System Services

OPCOM (operator of the electricity Supplier/Client Romania Energy transactions on

market in Romania)............ccoceeeereeeecnnene different markets

SN Nuclearelectrica SA..........cccccervcnuenne. Supplier Romania Energy purchased

Distributie Energie Electrica Romania..... Supplier Romania Energy distribution
services

Hidroconstructia.........coecereeerervernereenevanes Supplier/Client Hydropower and
hydrotechnical
constructions

Electrica Furnizare..........ccoevevrvecnnncecnnen Client Energy sold

E.ON Energie Romania..........cccceeruerereanne Client Energy sold

Engie Romania .........c.ccccecerenveveennncernnnanne Client Energy sold

ROMAETO0......c.coierenrerrnereieeenreeseenninseesennes Client Energy sold

MELTOTEX......cceeerenrrirceneeetrecneree e e Client Energy sold

STB Bucuresti ......ccoeeeeeeeiuceeenccnenmrecrnenne Client Energy sold

The total amount of transactions that have been entered into with related parties for the 2022, 2021 and
2020 financial years is of RON 2,669.0 million purchases by Hidroelectrica and RON 9,740.7 million sales
made by Hidroelectrica, while for the three months ended 31 March 2023 have been of RON 500.5 million
purchases and RON 1,726.4 million sales.
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REGULATORY MATTERS

I.  Energy Matters
EU Energy Legislation
EU Energy and Climate Change Legislation

The 1995 Commission paper titled “An Energy Policy for the European Union”, which had a primary focus
on market integration was followed in 2006 by a green paper titled “A European Strategy for Sustainable,
Competitive and Secure Energy”, which was further revised in two communication “packages” in 2007 and
2008. In March 2007, the European Council adopted an action plan and the Commission started to propose
legislation from September 2007.

In 2007, the Commission published a proposal for establishing a new energy policy and a strategy for
achieving a better integrated and more competitive energy market within the EU designed to ensure a stable
energy supply and combat climate change. The “EU Energy and Climate Change Legislation” set certain
targets (known as the 20-20-20 goal), including: (i) further liberalization of electricity markets; (i) a
reduction of at least 20% in greenhouse gas emissions by 2020; (iii) renewable energies to make up a 20%
share of EU energy consumption by 2020; and (iv) 20% energy savings by 2020 compared to 2020
projections (1,853 million tons of oil equivalent) made in 2007.

Subsequently, in 2009 the EU adopted the Third Energy Package which includes (besides the climate change
related legislation described below) Directive 2009/72/EC Concerning Common Rules for the Internal
Market in Electricity and repealing Directive 2003/54/EC (the “EU Third Electricity Directive”). These
directives and regulations were collectively designed to complete liberalization of the electricity market
within the EU. The energy legislation contemplated further separation of supply and production activities
from transmission network operations. To achieve this goal, Member States could choose, subject to the
respective conditions set forth in the EU Third Electricity Directive, between the following three options:

®  Full ownership unbundling: this option entails vertically integrated undertakings selling their gas and
electricity grids to an independent operator, which will carry out all network operations. This option
applies to new undertakings;

®  Independent System Operator (the “ISO”); “under this “sption, vertically integrated undertakings
i ] ,but they are obliged to designate an
atjons. This option may apply to existing
undertakings; and

®  Independent Transmission Operator (the “I ,.) thlS optxon i$ a modification of the ISO option where
vertically integrated undertakings do not have“ta:desighate an ISO, but need to abide by strict rules
ensuring separation between supply and transmission. This option may apply to existing undertakings.

The EU energy legislation also enhanced consumers’ rights by establishing the right for consumers to
(i) change electricity or gas suppliers (the process of switching must be completed within three weeks), and
receive the final closure statement at the latest six weeks after the switch; (ii) obtain compensation if quality
targets are not met; (iii) receive information on supply terms through bills and company websites; and
(iv) see complaints dealt with in an efficient and independent manner.

Finally, the EU Energy and Climate Change Legislation provides for the creation of an agency within the
EU for the coordination of national energy regulators, which will issue non-binding framework guidelines
for national agencies. This task was assigned to the Agency for the Cooperation of Energy Regulators. It is
expected that this will result in a harmonized energy regulation environment across the EU.

In October 2014, the EU Energy Council enacted new targets and the architecture for the EU framework for
climate and energy for the period 2020 to 2030. These targets were amended in 2018 and currently include
the following: (i) reduction of at least 40% in greenhouse gas emissions by 2030, compared to 1990 levels
(the total greenhouse gas emissions cap will be reduced by 2.2% each year from 2021, compared with the
1.74% annual reduction in the period from 2013 to 2020); (ii) 32% share energy consumption to be from
renewable energy sources by 2030 (resulting in renewable energy sources being used in the generation of up
to 47% of electricity consumed in the EU); (iii) an increase in EU wide energy efficiency by at least 32.5%
by 2030; and (iv) to achieve at least 10% electricity interconnection by 2020.

In July 2015, the Commission proposed to revise the EU-ETS from 2020. An Innovation Fund and
Modermization Fund will be established to help the power sector meet the innovation and investment
challenges of the transition to a low-carbon economy. Free allowances will continue to be available to
modernize the power sector in lower-income Member States. In addition, the legislative proposal on a
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market stability reserve was approved in October 2015 and began operating in January 2019. In May 2022,
the Commission issued a communication of the total number of allowances in circulation in 2021 for the
purposes of the Market Stability Reserve under the EU-ETS and of the number of unallocated allowances
during the period 2013 to 2020.

In November 2016, the Commission presented the EU Clean Energy Package, a set of legislative proposals,
with the aim of providing a new framework for the EU energy sector to accelerate the clean energy
transition in the EU as well as to deliver on the EU’s Paris Agreement which was concluded in
December 2015. On 22 May 2019, the EU Clean Energy Package was adopted by the European Parliament,
and this date marked the final step in the EU’s overhaul of its existing energy policy in order to facilitate
the clean energy transition. The EU Clean Energy Package sets the EU energy efficiency and renewable
energy ambitions for 2030. It also updates the rules that govern the functioning of the internal electricity
market and the transmission and distribution grids. The package includes eight main directives and
regulations on the electricity market and consumers, energy efficiency and energy performance of buildings,
renewables and bioenergy sustainability as well as governance of the Energy Union. The EU Clean Energy
Package implements major market changes through the increased use of renewable resources and the
development of new technology within the EU The Member States are also under the obligation to adopt
measures to respond effectively in case of electricity crisis. The new rules also reflect the EU’s ambitions of
a climate-neutral economy by the end of 2050 while maintaining a framework for economic growth and
competitiveness.

Cross-Border Trading of Electricity

Besides focusing on the liberalization of the internal energy markets in every Member State, EU energy
regulation is also designed to improve the cross-border trade of electricity. Accordingly, the EU has also
implemented Regulation (EC) No. 1228/2003 (“Regulation (EC) No. 1228/2003”) on Conditions for Access
to the Network for Cross-border Exchanges in Electricity. This Regulation required the establishment of a
committee of national experts chaired by the Commission to adopt the guidelines on (i) inter-transmission
system operator compensation for electricity transit flows; (ii) the harmonization of national transmission
charges; and (iii) network congestion management. Regulation (EC) No. 1228/2003 established a fund
mechanism to cover the costs resulting from cross-border trades, where the transmission system operators
contribute to a fund according to their net physical import export ﬂows The distribution of the
accumulated funds then depends on the transit volume.

Although Regulation (EC) No. 1228/2003 was partially su egssful the Comrm sion adopted a subsequent
Regulation on Cross-Border Exchanges. Regulation (EC) o 714/2009 on égnditions for access to the
network for cross-border exchanges in electricity (the “E %Regulatlon on /Cross-Border Exchanges™)
repealed Regulation (EC) No. 1228/2003 and established \wges {iemgned to alleviate cross-border
exchange difficulties, with a view to improving competition and harmotization in the internal EU electricity
market.

The EU Regulation on Cross-Border Exchanges created the European Network of Transmission System
Operators (“ENTSO-E”), which comprises the designated transmission system operator from all Member
States, and has a duty to put in place the information exchange mechanisms in order to ensure the security
of networks in the context of congestion management.

The costs related to the activities of ENTSO-E are borne by the transmission system operators which host
cross-border flows of electricity on their networks. In return, they receive compensation from the
transmission system operators from which cross-border flows originate and the systems where those flows
end. Charges for access to networks are applied by operators as well.

On 23 February 2017, the Commission adopted the Proposal for a Regulation of the European Parliament
and of the Council on the Internal Market for Electricity. The key objectives of the legislation were to better
link wholesale and retail markets, strengthen regional cooperation, increase cross-border trade, and develop
short-term and long-term markets to send positive signals in relation to investments for modern technologies
to both producers and consumers of electricity. In May 2022, the EU adopted the Regulation (EU) 2022/869
on guidelines for trans-European energy infrastructure, amending Regulations (EC) No 715/2009, (EU) 2019/
942 and (EU) 2019/943 and Directives 2009/72/EC and (EU) 2019/944, and repealing Regulation (EU)
No 347/2013 (the “TEN-E Regulation”) that aimed to improve security of supply, market integration,
competition and sustainability in the energy sector. The aim of the TEN-E Regulation is to achieve an
integrated internal electricity market by connecting the energy infrastructure between Member States in order
to achieve the objectives of the EU Green Deal.
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The TEN-E Regulation identifies priority corridors from different geographic areas in electricity, offshore
grid and hydrogen infrastructure. One of the electricity corridors taken into account by the TEN-E
Regulation is the north-south electricity interconnections in central eastern and south-eastern Europe aiming
to achieve interconnections and internal lines in north-south and east-west directions to complete the EU
internal energy market and integrate renewable energy sources.

Pursuant to the Communication from the Commission to the European Parliament, the Council, the
European Economic and Social Committee and the Committee of the Regions issued on 18 May 2022
regarding the short term energy market interventions and long term improvements to the Electricity Market
Design, the need for short term intervention measures on the electricity markets has been emphasized, taking
into account the national and local context.

On 18 May 2022, the European Commission presented the Repower EU Plan in response to the disruption
of the energy markets caused by Russia’s invasion of Ukraine. The Repower EU Plan aims to reduce the
dependence on Russian fossil fuels by 2027 while increasing the pace of the green transition by accelerating
the use of renewable sources of electricity.

On 6 October 2022, the EU adopted Council Regulation 2022/1854 on an emergency intervention to address
high energy prices (“EU Regulation 2022/1854”) through exceptional and time limited measures. These are
aimed at: (i) reducing electricity consumption; (ii) introducing a cap on market revenues that producers with
lower marginal costs such as, inter alia hydropower without reservoir, receive from the generation of
electricity and redistribute to final electricity customers in a targeted manner; and (iii) establishing rules for
a mandatory temporary solidarity contribution from EU companies and permanent establishments with
activities in the crude petroleum, natural gas, coal and refinery sectors to contribute to the affordability of
energy for households and companies. EU Regulation 2022/1854 enables Member States to take exceptional
measures of public intervention in the price setting for the supply of electricity for household customers and
SMEs. The measures imposed by EU Regulation 2022/1854 will apply until 31 December 2023, subject to
the following:

® the reduction of gross electricity consumption during peak hours will be applicable from 1 December

2022, until 31 March 2023; e

®  measures to achieve demand reduction and dis 'w"{ion of surplis revenues will be applicable from
1 December 2022; b A = VLA 2

e  the mandatory market revenue cap, the applica é:p df the market revenue cap to electricity producers

and national crisis measures will be applicable fr Olr Décember 2022 until 30 June 2023; and
(9

‘Qgtaber 2024.

These dates should be considered without prejudice to the obligation of the Member States to ensure the
distribution of surplus revenues; to use the revenues collected through the temporary solidarity contribution
and to comply with the notification obligation.

Regulation (EU) No 1227/2011 of the European Parliament and of the Council of 25 October 2011 on
wholesale energy market integrity and transparency (“REMIT Regulation™) is directly applicable in
Romania and pursues the increase of the integrity and transparency of wholesale energy markets, for
promoting open and fair competition of the energy wholesale markets, to the benefit of final consumers.
REMIT Regulation prohibits market manipulation and insider trading and introduced the obligation for
market participants to disclose in an effective and timely manner inside information which they possess in
respect of business or facilities. Acts of manipulating the energy markets are detected and prevented through
the enforcement of Commission Implementation Regulation No.1348/2014, which instigated various duties,
including: (i) obligations of the market participants to report details including matched and unmatched orders
to the European Union Agency for the Cooperation of Energy Regulators (“ACER”) through the trade
reporting system; (ii) a prohibition of using inside information when selling or buying electricity on the
wholesale energy markets; (iii) a prohibition of spreading incorrect information entailing false information
about supply demand and electricity prices; and (iv) a prohibition of manipulative transactions. Failure of
the Company to comply with REMIT Regulation disclosure obligations is sanctioned according to the
provisions of the Energy Law, as described in section “Sanctions provided by the Energy Law if the
Company fails to comply with its obligations both as a supplier and as a producer” below.

®  the Commission’s revisions will be applicable until

For REMIT disclosure purposes, the Company has concluded two agreements which are described in the
above section “Business — Material Contracts — Conventions for REMIT data disclosures”.
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Through Regulation (EU) No 596/2014 of the European Parliament and of the Council of 16 April 2014 on
market abuse and repealing Directive 2003/6/EC of the European Parliament and of the Council and
Commission Directives 2003/124/EC, 2003/125/EC and 2004/72/EC, (the “Market Abuse Regulation”)
insider trading and manipulation of the energy market are prohibited. Information required to be disclosed
according to REMIT is considered inside information. Furthermore, the Market Abuse Regulation requires
the disclosure of managers’ transactions at the issuer level as a preventive measure against market abuse.

Directive 2009/72/CE of the European Parliament and of the Council of 13 July 2009 concerning common
rules for the internal market for electricity and repealing Directive 2003/54/EC (“Directive 2009/72”) aimed
to introduce measures to increase the efficiency of electricity supply by distinguishing between generation,
transmission, distribution and supply in the energy sector. Directive 2009/72 was transposed into Romanian
law but was repealed by Directive (EU) 2019/944 of the European Parliament and of the Council of 5 June
2019 on common rules for the internal market for electricity and amending Directive 2012/27/EU (recast)
(“Directive 2019/944”). Further, according to the Energy Law, the issuer must maintain separate accounting
records for each activity performed in the electricity field.

The Energy Market in Romania
Key players
The key players in the Romanian electricity market are:

[ ] the Ministry of Energy which determines the framework, plans, measures, and actions to be taken with
respect to the application of the Government’s policy in the field of electricity;

L] ANRE - the national energy regulatory authority, which prepares and supervises the application of the
norms regarding the roles and the responsibilities of all the participants in the electricity market
(e.g. grid operator, transmission and system operator, producers, suppliers, traders and clients), as
provided by the European legislation in force. ANRE also settles potential disputes between market
participants without prejudice to the right of settling the dispute in court;

®  TSO - the transmission system operator, which is the sG] “‘perafor‘of the electricity transmission grid,
a joint stock company where the majority stake (ap tyxlmately 59%)\i$ owned by the Romanian state
through the General Secretariat of the Government;

ORIy,

® OPCOM - a joint stock company 100% owned by ‘ES(D M s the elecyricity market administrator and
provides an organized, viable and efficient framewor for u'admg on the wholesale energy market and
green certificates market in a transparent and non-dis 1at0 manner. In addition, OPCOM is the
designated Operator (OPEED) performing tasks related to “the single day-ahead or intra-day market
pairing;

e RCE - Romanian Commodities Exchange, as operator of organized electricity futures, day-ahead and
intra-day markets;

®  generators — in Romania, the electricity generation sector is dominated by companies controlled by the
Romanian State;

®  electricity distributors — the distribution of electricity is mostly privatized, being under the control of a
number of large EU utilities companies such as Enel, E.On and CEZ, while the State retains part of
the distribution grid via Electrica Distributie;

®  traders and electricity suppliers — this sector is also privately owned with a few exceptions; and

® final consumers of electricity.

General overview

The Energy Law establishes the regulatory framework for companies operating in the electricity market in
Romania, including producers and suppliers of electricity. The Energy Law implements the provisions of
(i) Directive 2009/72/EC of the European Parliament and of the Council of 13 July 2009 concerning
common rules for the internal market in electricity and repealing Directive 2003/54/EC and Directive
2005/89/EC of the European Parliament and of the Council of 18 January 2006 concerning measures to
safeguard security of electricity supply into infrastructure investments, and of (ii) Directive 2009/72/EC of
the European Parliament and of the Council of 13 July 2009 concerning common rules for the internal
market in natural gas and repealing Directive 2003/55/EC.

On 4 October 2021 the Romanian Government approved the National Plan in the Field of Energy and
Climate Change (“PNIESC”). In line with the “EU Fit for 55" package, the PNIESC is to detail the
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reforms and policies aimed at achieving decarbonation of the energy system by promoting investments in
renewable energy sources and technologies and energy efficiency. This will facilitate the green energy
transition. To this end, the Ministry of Energy announced the intention to enact legislation to promote
investments in storage capacities for solar, wind and hydro, as well hydrogen production facilities meant to
ensure supply of electricity and to ease the balancing of the electricity system. According to PNIESC the
total installed capacity is set to reach 22 GW in 2025 and 25 GW in 2030, while installed capacities based
on hydro, wind and solar are set to increase in the next decade.

The European Commission has recommended that renewable energy represents 34% of the energy mix by
2030. The Romanian Govermnment’s target for this is set at 30.7% by 2030, which corresponds to a
commissioning of an additional renewable capacity of 7GW, estimated to cost approximately EUR 22 billion
(including investments in grid refurbishments and capacities for gas-fired power facilities).

This objective may be achieved by: (i) reinforcing the grid to allow the connection of new capacity as well
as of new storage capacity; (ii) developing and operating more storage facilities; (iii) using of technologies
of the future, mainly hydrogen; (iv) implementing a “smart grid” system; and (v) developing the existing
grid infrastructure with a positive impact on improving access of renewable energy to the grid.

Conclusion of PPAs

For a period of approximately 8 years, Romanian power producers were not able to conclude PPAs off the
market e.g., because of a direct negotiation process with a freely chosen buyer. Hence, the producers were
obliged to sell the electricity on OPCOM markets to any interested supplier, trader, or final consumer
(registered on the market) available to purchase it under market conditions and at the prevailing market
price at the respective time. This measure had an impact on the development of new renewable projects, as
it raised concermns about the predictability of the legislative framework and the stability of the market.
Although the Romanian Government decided in 2020 to reintroduce PPAs to stimulate the investments in
the energy sector, the PPA restriction was repealed only for projects commissioned after 1 June 2020, not
for all existing projects. In order to implement the principle of a completely liberalized energy market in
accordance with the European requirements, one of the most significant and long-awaited amendments to the
Energy Law allows producers of electricity to conclu on the wholesale market, outside the markets
operated by OPCOM. PPAs may be either finangig
risk on a long term, or for physical delivery. (G

PR

o
“instrument® in order to mitigate the market volatility

Generally, OPCOM markets will still be opera chal and mﬁuencm e prices and liquidity of electricity, as
the electricity producers must trade at least 40% of -their. production on the bilateral markets operated by
OPCOM, other than the DAM, intra-day mar and the balancmg market except for the capacities
commissioned after 1 June 2020 which have no sush.type-df restriction. However, currently, in accordance
with art III of GEO 153/2022, the Company will sell 80% of its produced electricity under the conditions of
CEPM mechanism, which prevails over the general obligation provided by the Energy Law to trade at least
40$ of production on the bilateral markets operated by OPCOM, except for the markets indicated above.

The possibility to conclude freely negotiated transactions on the wholesale energy market is designed to help
secure the financing for energy capacities and is a step forward to ensure that Romania will achieve the
national targets regarding renewable energy set for 2030. The Company may conclude bilateral agreements
for capacity reservation on the basis of negotiated tariffs, in accordance with competition requirements.

Impact of enactments regarding measures applicable to final customers in the electricity and natural gas
market on the electricity production

The Romanian Government adopted six main enactments between October 2021 and November 2022
dealing with the process of holding prices under control and centralized purchase of electricity which
concern the electricity generators and suppliers, namely: (i) the GEO 118/2021; (ii) the GEO 27/2022; (iii)
the GEO 119/2022; (iv) Law 357/2022; (v) GEO 153/2022; and (vi) the Government Emergency Ordinance
192/2022 for the amendment of GEO 27/2022 (“GEO 192/2022”).

GEO 118/2021

On 29%October 2021 the first package of measures aiming to protect the electricity and gas consumers
against the increase of electricity prices, was enacted based on Law 259/2021 approving GEO 118/2021.

The measures stated therein aimed to prevent the aggravation of the energy poverty and protect exposed
electricity and gas consumers against the effects of the increase of electricity prices based on a
compensation mechanism in place from November 2021 to March 2022. In addition to various facilities for
electricity consumers, GEO 118/2021 also introduced a windfall tax applicable to electricity producers,
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which means that by 31 March 2022 any additional income made by such producers and resulting from the
difference between the average monthly selling price of electricity and the benchmark of RON 450/MWh,
will be taxed at 80%. The windfall tax is deductible for corporation tax purposes.

GEO 27/2022

On 22" March 2022, the Romanian Government issued GEO 27/2022 aiming to limit the effects of the
increase of electricity prices for both domestic and industrial consumers. GEO 27/2022 extended the
application of the windfall tax of 80% between 1 April 2022 and 31 March 2023 to all electricity
producers, except for production capacities commissioned after the date of its entry, 1 April 2022. The
methodology for calculating the 80% tax on additional income as established by GEO 27/2022 was
applicable in the period between 1 April and 31 August 2022,

The additional income was calculated by multiplying the difference between the average monthly selling
price and RON 450/MWh with the monthly quantity of electricity physically delivered. The 80% tax was
then applied to that additional income.

GEO 119/2022

Starting from 1 September 2022, through an amendment brought to GEO 27/2022 by the GEO 119/2022
electricity producers were obliged to pay a contribution to the Energy Transition Fund for the period from
1 September to 31 August 2023. The contribution would be established using the formula of the total
delivered quantities multiplied by the difference between the monthly sale price and the reference price
(RON 450/MWh), thus resulting a contribution of 100% of net monthly average selling price in excess of
RON 450/MWh. The electricity capacities commissioned after the date of entry into force of GEO 119/2022
(1 September 2022) and companies providing publig gﬁéﬁf‘v #gises that produce electricity through
cogeneration, were excluded from the obligation to pay (A contl;il;ujjoﬁg

o G

Law 357/2022 S S
a ! o ‘b." .[" 1y

Following the amendments to GEO 27/2022 enacted \op, tAY Basis o v 357/2002 of 16 December 2022
ergy Transisign Fund was levied on the electricity
producers for the period from 1 September 2022 to 3 NMEHEREP025, where the monthly sale price of
electricity is higher than RON 450/MWh (the “Reference Price”). The contribution to the Energy Transition
Fund is levied where the monthly sale price of electricity is higher than the Reference Price calculated as
the difference between the monthly sale electricity price and the Reference Price, multiplied by the monthly
quantity of electricity physically delivered from own production and/or transferred from the production
portfolio to the supply portfolio where: (a) the monthly selling price of electricity is established by dividing
the monthly net revenue by the quantity of electricity physically delivered in the relevant month, where the
monthly net revenue is the difference between the monthly revenues and the monthly expenses; and (b) the
monthly revenues include: (i) revenues from the sale of physically delivered electricity from own production;
(ii) revenues from transferring electricity from the production portfolio into the supply portfolio; and (c) the
monthly expenses include those for: (A) purchasing electricity for trades with physical delivery, including
those on the balancing market up to 5% of the value of the electricity with physical delivery from own
production; (B) made pursuant to the hedging agreements; and (C) covering the cost of CO2 certificates
produced and sold in other conditions than through the mechanism provided by GEO 27/2022. Expenses for
the actual production of electricity are excluded.

&4

Nt

This contribution is not applicable to electricity production capacities commissioned after 1 April 2022 and
to heat supply companies that produce electricity through cogeneration.

The Energy Transition Fund contribution is calculated, declared and paid by the issuer on a monthly basis
up to and including the 25th of the month following the month for which it is due. The contribution must
be paid into a separate cash account in RON opened with the State Treasury units of the competent central
tax authorities, coded with the tax identification code of the issuer.

Bilateral contracts concluded by the electricity producers on the wholesale market through direct negotiation
must be reported to ANRE within two business days as of their conclusion date.

In the context of the war in Ukraine affecting the supply of electricity to the Republic of Moldova, the
Romanian electricity producers must conclude with priority bilateral agreements for certain available
electricity quantities, with electricity traders and suppliers listed by the Republic of Moldova at the
Reference Price to which the CO2 emissions cost is added (as the case may be). This aspect is relevant for
state owned electricity producers such as the Company.
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GEO 192/2022

The latest amendments to GEO 27/2022 have been enacted pursuant to GEO 192/2022 adopted on
30 December 2022. GEO 192/2022 extended the application of the measures brought by GEO 27/2022,
including the payment of the contribution to the Energy Transition Fund, until 31 March 2025.

GEO 153/2022 introducing mechanism of centralized acquisition of electricity (CEPM)

Following the enactment of EU Regulation 2022/1854, CEPM was introduced through GEO 153/2022 as an
extraordinary measure, driven by price increases in the electricity and gas markets and the effects caused by
these increases. The CEPM of electricity became applicable between 1 January 2023 and 31 March 2025 to
energy capacities with an installed power equal or higher than 10 MW.

Pursuant to CEPM, with some exceptions, all electricity producers with an installed capacity over 10MW
will sell their electricity at a fixed price of RON 450/MWh to a sole purchaser, i.e. OPCOM. The following
producers are exempted from the applicability of this mechanism: (i) electricity capacities commissioned
after 1 April 2022; (ii) renewable energy capacities, for the technologies and installed capacities provided by
article 3 paragraph 1 of the Law 220/2008 on the promotion system of the electricity production from
renewable sources, which correspond to hydro electrical capacities with an installed capacity of maximum
10 MW that have been accredited by ANRE until 1 January 2017; and (iii) producers with electrical and
thermal capacities in cogeneration delivering thermal electricity in SACET.

As the sole purchaser, OPCOM sells electricity to: (i) suppliers of final customers, (ii) TSO and (iii) the
electricity distributors, to cover their own consumption costs, for a fixed price of RON 450/MWh.

ANRE notifies OPCOM and TSO of the list of all producers and economic operators purchasing electricity
in the first year of implementation of the annual purchase procedure. Such a list was published on
14 November 2022 and includes the Company as one of the producers bound to sell a quantity of the
produced electricity through the CEPM, which is calculated by=Tumselectrica and approved by ANRE on
% Néexber 2022 such as: (i) electricity
lowing lqagﬂ iiy*lectricity forecasted in order to
f elggitieity ‘-nlrea(% contracted for sale at the time
&y o&%ﬂg&ﬁ aggilable for sale, for the year of
c¢ between thé/forecasted quantity of electricity
. ip¥ services as well as the contracted
quantity of electricity for sale. Transelectrica validates the easts of the electricity quantities to be
delivered in the reference year and quantities of electricity required to ensure the contracted balancing
services, taking into account the highest value between the one provided by the supplier and the one
calculated by Transelectrica. It then computes 80% of the validated forecasts and communicates them to
ANRE together with the electricity quantities submitted by the producers to Transelectrica from the
production of the application year and which have been contracted to sale at the date of the entry into force
of GEO 153/2022. Following the communication of such information, ANRE assesses their correctness and
transmits to OPCOM the forecast of the electricity quantities which will be sold under the CEPM, divided
into months based on a framework agreement approved by ANRE. At its tum, OPCOM provides the
economic operators obliged to sell through CEPM with the values of the forecasts approved by ANRE
which will be sold through CEPM, allocated by month until 20 December of the previous application year.

As per the list made available by ANRE, the Company is subject to the CEPM, both in its capacity as
seller and buyer of electricity. The participation to the CEPM is conditional upon the conclusion of a
convention between the issuer and OPCOM.

OPCOM organizes centralized electricity acquisition procedures as follows: (i) an annual acquisition
procedure for each month of the following year and (ii) an additional acquisition procedure each month for
the electricity quantities delivered in the following months.

Electricity supply

The maximum weighted average electricity price at which ANRE calculates the amounts to be settled from
the State budget for electricity suppliers is RON 1,300/MWh (approximately EUR 265). In order to recover
the amounts to be settled, the Company must submit to ANRE each month the following documents for
each category of consumers (household or non-household):

®  verified records attesting the value of the acquired electricity or transferred from the production line
into the supply one.

®  verified records ascertaining the amount of the monthly achieved imbalance.
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] electricity quantity delivered each month in view of covering the consumption of the final consumers,
split for each client category and consumption phases.

®  any other documents requested by ANRE to calculate the amounts to be reimbursed to the Company.

In accordance with the provisions of GEO 27/2022, the Company, as a supplier performing electricity
trading activities is to pay a levy to the Energy Transition Fund where the trading price is higher than the
reference price (calculated in accordance with the provisions of Annex 1 of GEO 27/2022). Such levy is
calculated based on the following formula: the difference between the average weighted price for the sale of
electricity in the reference month and the average monthly weighted price of electricity in the reference
month multiplied by 1.02, multiplied by the monthly delivered quantity of electricity.

Measures taken to protect the consumers from electricity price increases

Several measures have been taken by the Romanian Government to protect the consumers from increased
electricity and gas prices. Following the mechanism enacted by Law 357/2022 on the approval
GEO 119/2022 a final electricity price cap became applicable to electricity consumers as follows:

Household electricity consumers

° Maximum RON 0.68/kWh, VAT included, for household consumers in respect of their consumption
between 1 September 2022 and 31 December 2022 as long as their average monthly consumption at
the place of consumption in 2021 is between 0-100 k€Wh inclusive.

'1s set at RON 0.68/kWh VAT included for
) respect of the following categories of

] The maximum price to be invoiced by the Compan

household consumers:

;j- By e
msun{p pion. 19t Hglween 0 and 100 kWh inclusive;

3
(i) household consumers residing with i {& k“ﬁﬁd'g @ivices, apparatus or medical devices

necessary for medical treatments as coy E3pecialized doctor and detailed in the
application submitted to the Company;

(i) household consumers whose monthly c

(iii) household consumers with at least three under aged children in care, based on an application
submitted to the Issuer; the above age limit is extended until the age of 26 if the child is
continuing their education; and

(iv) household consumers acting as single parents for at least one underaged child; this age limit is
extended to the age of 26 if the child is continuing their education.

® maximum RON 0.80/kWh, VAT included, for household consumers whose average monthly
consumption at the place of consumption in 2021 was between 100.01 and 300 kWh, for a maximum
monthly consumption of 255 kWh. The electricity consumption exceeding 255 kWh /month is
invoiced as follows: (a) maximum RON 0.80/kWh VAT included for electricity consumption between
1 January 2023 and 31 March 2025 by the household consumers ranging between 100,01kWh and
255kWh; (b) maximum RON 1.3/kWh VAT included for electricity consumption between 1 January
2023 and 31 March 2025 by the household consumers ranging between 255 and 300kWh/month;
(c) maximum RON 1.3/kWh VAT included for electricity consumption between 1 January 2023 and
31 March 2025 by the household consumers exceeding 300 kWh/month.

Non-household consumers

e  maximum RON 1/kWh for 85% of the monthly electricity consumption at the consumption place, the
consumption difference being invoiced at a maximum price of RON 1.3/kWh, VAT included, based on
the consumer’s affidavit in respect of following categories of non-household consumers:

(i) small and medium-sized enterprises as defined by Law 346/2004 regarding the stimulation for
the development and setting up of Small and Medium Enterprises;

(ii) operators/regional operators defined by article 2 paragraphs g) and h) of Law 51/2006, Metrorex
SA, and the airports which are under the coordination of the Ministry of Transport;

(iii) economic operators from the food industry, (identified by CAEN code 10), and operators from
the agricultural and fishing domains (identified by CAEN Codes 01 and 03);

(iv) authorities and local public institutions, public services of ministries and of other central
authorities, private and public companies of county interest, all private and public institutions
that supply a public service if these are set up at a county/city/municipality/county level, and
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(v) national institutes for research and development as defined by Law 57/2002 regarding scientific
research and technological development, as amended.

® Maximum RON 1/kWh VAT included for the entire consumption of public and private hospitals,
public and private educational units, nurseries, and private and public suppliers of social services.

® Maximum RON 1/kWh VAT included for 85% of the monthly consumption achieved at the
consumption place for public institutions, other than the ones mentioned in the above paragraph, as

well as for religious organizations. The consumption difference being invoiced at the maximum price
of RON 1.3/kWh.

® Maximum RON 1.3/kWh VAT included for all other household or non-household (i.e. industrial
consumers) which are not referred to in the above paragraphs.

These protection measures are expected to be applicable until 31 March 2025.

According to the provisions of GEO 27/2022, the final invoiced price is set by the Company as a lump sum
of the following components.

e The acquisition component established for each applicable month of GEO 27/2022 as a difference
between the final invoiced price to its final consumers and the supply component, regulated tariff
component and the component regarding VAT, excise duty, green certificates. For producers that
transfer electricity from a production portfolio in the supply component, relating to supply agreements
for which electricity will be acquired from the market, will be established taking into account only the
actual acquisition cost.

®  The medium average price is also calculated by the Company for each month of the applicability term
of GEO 27/2022 and will include: (1) the value of the electricity acquired through all its PPAs, as
well as the transfer value between the production and supply activity for producers supplying
electricity to final consumers; (2) the value of the aChi pbalance but not more than 5% of the
electricity value provided in limb (1) above. $4 ¢

e  The supply component amounting to RON 73

®  Regulated tariffs established by ANRE in fo
electricity transport and distribution.

2y supplied by the grid operators/

~na S0
® VAT, excise duty, contribution of the support schemg promotion of high efficiency cogeneration

based on the request of usable thermal energy, value of green certificates for the promotion system of
electricity production from renewable sources of electricity.

The final invoiced price by the Company to its consumers whether they are household or non-household
consumers, is the minimum value of the respective applicable capped price as described above and the
contractual price. If the price of the supply contracts which were in force at the date of the entry into force
of GEO 27/2022 is lower than the applicable capped price described above, then the Company will invoice
the contractual price.

For electricity transferred from the production portfolio to the supply portfolio, the final electricity price is
either the contractual price if it is in line with the capped prices applicable to the respective category of
electricity consumer or, if the contractual price is higher than the capped price, the latter will be invoiced by
the Company.

Structure of the Romanian electricity market

The electricity market in Romania has a decentralized structure where participants enter transactions relating
to the purchase and sale of electricity. The principles goveming the electricity market are: (i) non-
discriminatory and regulated access for all participants to the electricity market, (ii) transparency of
electricity tariffs, prices, and fees, (iii) improvement of the competitiveness of the internal electricity market
and (iv) active participation in the formation of both the regional and the internal EU energy market and
development of cross-border electricity trading.

According to the Energy Law, the Romanian electricity market is competitive, having been fully liberalized
on 1 January 2021.
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The Wholesale Energy Market

The wholesale energy market is where electricity is sold by producers to suppliers for either self-
consumption purposes or for the latter to transfer electricity to the consumers or to the grid operators so that
they cover their respective technological consumption. The following transactions may be concluded on the
wholesale market: bilateral negotiated agreements; transactions for import and export of electricity;
transactions concluded on the balancing market; and transactions concluded following the auctions on the
centralized markets operated by market operators (OPCOM and RCE), namely:

®  the day-ahead market (DAM);
e  the intra-day market (IM);
° the market with double-continuous negotiation for electricity contracts (PC-OTC);

®  the centralized market of bilateral contracts with an extended-auction mechanism (CMBC) by way
of: (i) extended auction (PCCB-LE Flex), (ii) continuous negotiation (PCCB NC);

®  the market for large consumers (PMC);

®  the centralized market for universal service (PCSU);

®  the centralized market for granting electricity contracts for long-term deliveries (PCTL); and
®  the newly introduced centralized electricity purchasing mechanism (CEPM).

The participation on energy markets is conditional upon obtaining the required license as a market
participant (i.e. generation/supply/distribution/transport) and complying with the procedures enacted by
ANRE and OPCOM.

According to the provisions of GEO 27_/2022,
by direct negotiation, must be reported to A
date.

ents concluded on the wholesale market
in 2 business days since the conclusion
S APRUEAT 8
Retail energy market Ll

The retail energy market is where eléctricity is purcH T electricity consumers in order to satisfy their
consumption needs. As a consequence of market liberalization, electricity consumers ceased to pay the prices
established by ANRE, as they are now able to compare supply offers before making a choice on the
electricity supplier. The transactions may be freely negotiated between the parties or are concluded following

the acceptance by the consumers of the general offers provided by the suppliers.

Balancing market

In addition, the Company is a participant in the balancing market operated by TSO. The purpose of this
market is to ensure the safety and stability of the NES which is achieved pursuant to the reporting
obligations of the energy market participants. TSO identifies the need for either production or consumption
setting and acquires balancing electricity from the market participants. Furthermore, the Company, as an
electricity producer, undertakes the financial liability towards TSO for any imbalances caused by any
deviation between the scheduled production and the effective production or between the scheduled
exchanges and the performed exchanges.

The prices on the balancing markets are the deficit price and the surplus price which are established in
accordance with ANRE regulations. Furthermore, the calculations and settlements are performed in
accordance with ANRE requirements. Please also see the “Balancing markef’ presentation in the “Business
— Business and operations — Electricity generation” section of the Prospectus.

Licensing and authorization requirements in the energy sector

To participate in the electricity markets in Romania, an entity must obtain certain authorizations and/or
licenses issued by the ANRE under the Regulation for granting licenses and authorizations in the electricity
sector issued on 17 March 2015.

The main licenses and authorizations required for Romanian electricity market participants include:

®  the set-up authorization — required for the construction of an electricity production facility if the
installed capacity is higher than 1 MW;

®  the generation license — required for the commercial operation of electricity production facilities with a
capacity higher than 1 MW;
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e the distribution license — required for the distribution of electricity through the distribution grid to final
consumers;

®  the trading license — required for trading electricity;
e  the supply license — for selling electricity to final consumers;

®  the transportation license — for ensuring the transmission of electricity to final consumers or
distributors through the National Transmission System;

° aggregation activities authorizations — necessary for carrying out the business of combining the loads
of more than one customer or the electricity produced by more than one source for sale, purchase or
auction in any electricity market; and

® the storage license — for both stand-alone storage capacities and for storage capacities which are added
to electricity generation facilities.

The validity period of a set-up authorization is decided by the ANRE. For electricity generation facilities, it
is decided by taking into account the duration necessary for the execution of the related installation and
operation works, and the deadlines mentioned in the documentation submitted by the applicant in this
respect.

The applicable regulations set out the documentation to be prepared and criteria to be met by each
applicant/ project for each category of licenses and authorizations, as well as the conditions the ANRE must
observe for granting, updating, suspending, withdrawing or refusing to grant or update licenses and
authorizations.

5 & '
The holder of an authorization/license must »m ANRE 4 Igp

ANE kt 120 days before the date of any merger,
division, transformation, as well as any opera'ﬁgs‘)l'i'airing the_

owing consequences:

® the assets for the activities comprised by
to another person;

®  the value of the existing share capital is reduced, in one tranche or in aggregate by at least 5%. The
existing share capital of the holder of the authorization/license means the initial share capital at the
date of the issue of the authorization/license or the existing share capital at the date of the last
modification, obtained through share capital increases or decreases of the initial share capital,
undertaken after the issue of the authorization/license, in accordance with the associated conditions of
the authorization/license.

An authorization/license may be suspended or revoked, mainly for failure to comply with the obligations
according to the applicable laws or for non-compliance with the associated conditions of the said
authorization/license.

Licences obtained by the Company to participate on the Romanian electricity market
Energy generation

The issuer has obtained the License No. 332/2001 for the commercial operation of power generation
capacities, including the provision of ancillary services, updated by the Decision no 2296/2022 issued by the
ANRE president and valid until 24 July 2026. A new license needs to be applied for within 60 days before
the expiry of the existing one. For details regarding provisions of the License No. 332/2001, please see
“Business — Material licenses — License for the electricity production and ancillary services”.

The rights and obligations of the Company as an electricity producer are mainly established by the Energy
Law. The main ones are described below:

The rights of the Company as an energy producer:

®  to have access to the electricity networks of public interest, under the applicable laws. To this extent,
the Company may benefit from electricity priority dispatch in accordance with the provisions of EU
Regulation 2019/943 on internal market of electricity;

®  to trade electricity on the energy market and to conclude reservation capacity contracts with TSO;
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®  to benefit from the national schemes of support;

® to establish and maintain its own telecommunications system for the connection of its electricity
production capacities, with offtakers or with operative management; and

® to offer ancillary services on the European internal market according to ANRE regulations.

The obligations of the Company as an energy producer:

®  to ensure the supply of electricity and ancillary services, in compliance with the conditions imposed
by licenses, contracts and applicable laws;

(] to send to TSO as operator of the balancing market, the balancing energy offers corresponding to the
energy quantity, products and other requirements included in the balancing capacity supply contract;

o to offer ancillary services, according to TSO requirements and in accordance with the applicable laws;
and

] to comply, from an operative point of view, with the requirements of TSO;

Support scheme through green certificates

Law 220/2008 on the promotion of electricity through renewable sources (“Law 220/2008) introduced a
support scheme meant to encourage the development of renewable energy. Through this mechanism,
renewable energy producers such as wind, solar, biomass, MHPPs (i.e. hydro power plants with an installed
capacity of maximum 10 MW) were certified by ANRE and each month they receive a number of green
certificates according to the electricity produced and deljegred finto” gnd The suppliers and certain energy
producers must acquire the green certificates, based oftfthe specxﬁc ﬁt‘cedures issued by ANRE. Based on
this support scheme, the renewable energy producers Zfou,gd, }'e‘?féi @) g,' in addition to the energy sold on
the market. i

Such support scheme is applicable only to the renew
ANRE before 31 December 2016 and it covers:

® a duration of 15 years for electricity produced by new MHPPs. In order to qualify as new in
accordance with the provisions of Law 220/2008, a MHPP should have been commissioned after
1 January 2004 and constructed only with new equipment;

ies commissioned and accredited by

®  a duration of 10 years for electricity produced by refurbished MHPPs. According to the provisions of
Law 220/2008, a refurbished MHPP is a hydroelectrical power plant with a life span of at least
15 years since its commissioning date, which has also been subject to various replacement operations
of existing technologies in order to increase the efficiency of the production activity, or a new
hydroelectrical group installed in an existing hydroelectrical power plant or in a hydrotechnical unit
previously used with an energy related purpose;

° a duration of 3 years for electricity produced by non-refurbished MHPPs;

®  a duration of 15 years for electricity produced by new wind power plants; and a duration of 7 years
for electricity produced by wind generation facilities which have been previously used in other
countries or, if such are utilized in isolated systems or commissioned in Romania before the date
when the promotion system was enacted in Romania.

The support scheme through green certificates was amended in 2013. Currently, for MHPPs commissioned
between 1 January 2014 and 31 December 2016, 2.3 green certificates are granted for each 1 MW delivered
into the grid if the plants are new, two green certificates are allocated for each MW delivered into the grid
if the plants are refurbished and one green certificate for each 2 MWh delivered into the grid if the plants
are not new or refurbished. In each case, the total installed capacity of the hydropower plant must not
exceed 10 MW. For wind power plants commissioned until 31 December 2016, 1.5 green certificates were
granted until 2017 and 0.75 green certificates starting 2018 for each 1 MW delivered into the grid.

For MHPPs accredited by ANRE before 31 December 2013, as well as wind and solar generation facilities,
the trading of green certificates was suspended between 1 July 2013 and 31 March 2017 by one green
certificate for each MWh produced and delivered by such technologies, meaning that as of 1 January 2021,
such green certificates cannot be traded. The recovery of the suspended green certificates is taking place
between 1 January 2018 and 31 December 2025.

The support scheme for 2 MHPPs, 4 MHPPs and 1 MHPP ends in 2023, 2024 and 2027 respectively. The
support scheme for 1 MHPP ended in 2022.
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Enactment of a support scheme based on a contract for differences mechanism

Since the support scheme through green certificates is not available to micro-hydro energy projects
commissioned starting 1 January 2017, a new support scheme must be put in place through the enactment
of a support scheme based on a contract for differences mechanism (the “CfD support scheme”).

The most important advantage of the CfD support scheme is the safeguard granted to electricity producers
from wholesale price volatility. The mechanism. guarantees a strike price and tops up payments when the
wholesale price falls below this amount, and vice versa. The memorandum on CfD support schemes has
been approved by the Romanian Government in 2020. The Ministry of Energy is to initiate the public
debate procedure and to adopt the final version of the CfD support scheme which will need to be approved
by the European Commission for state aid purposes. The CfD support scheme should apply to the
following: (i) new constructions using nuclear technology; (ii) technology for the use of renewable
resources; and (iii) carbon capture, storage and utilization technology for fossil fuel-based electricity
generation capacity when they become commercially viable.

Trading green certificates

In accordance with the provisions of Law ‘5/2@(18‘“& ce" ficates are traded only on the centralized
markets operated by OPCOM in a transparen thndhon- d irfafory manner between the operators that are
under the legal obligation to acquire green cnrtxﬁeates'd;gm

markets operated by OPCOM are: (i) the cenkgh
green certificates anonymous centralized term m
renewable energy sources supported by green certlﬁcates where electricity produced from renewable sources
and the corresponding green certificates are traded together, as a package, in a competitive, transparent,
public, centralized and non-discriminatory manner.

Only a renewable energy producer is allowed to sell green certificates on the markets operated by OPCOM,
while a green certificate may be the subject of a single transaction between the producer as seller and the
supplier as buyer. In accordance with the provisions of Law 220/2008 until 2032, the minimum price per
green certificates is EUR 29.40 and the maximum price is EUR 35, calculated in RON, at the average
exchange rate established by the National Bank of Romania for the last month of the previous year.

Energy supply

Pursuant to Decision no. 718/06.05.2020 issued by the ANRE president, the Company has obtained License
No. 2215/2020 for the supply of electricity, valid for 10 years starting 1 June 2020. The Company may
request a new one at least 60 days before the expiry of the license.

For details regarding provisions of the License No0.2215/2020, please see “Business — Material licenses —
Supply license”.

The Company’s rights as an electricity supplier are dealt with mainly by ANRE Order 5/2023 approving the
Regulation for the electricity supply to the final consumers (the “Electricity Supply Regulation”) and
include:

The rights of the Company as a supplier of electricity:

® to receive the fee for the electricity invoiced at the consumer’s consumption place and delay penalties
if these have been included in the supply electricity agreement;

®  to initiate the amendment of the supply electricity agreement;
® to request the constitution of financial guarantees and to enforce them;

® to terminate the supply electricity agreement only under the conditions specified under the legal
provisions in force. These mainly relate to the failure of the client to fulfil its contractual obligations.
The supplier is not allowed to unilaterally terminate the supply electricity agreement outside the
framework provided by the Electricity Supply Regulation and the applicable laws. As a rule, any
supply electricity agreement may be terminated by the client, free of charge in case it does not accept
the amendments to the supply agreement notified by the supplier. Any such termination may be
exercised without prejudice to the obligations due deriving from the supply agreement;

® to cease the electricity supply under the conditions of the respective supply agreement and of the
Electricity Supply Regulation; and
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to increase the electricity price only if the underlying agreement allows for such possibility during the
validity period. The Company must notify clients of any intention to perform an increase of the
electricity price. The Company should submit a notification to the client at least 14 days before the
entry into force of such modification in respect of non-household consumers, while household
consumers must be informed at least 30 days prior to the application of such amendment. The
notification must provide the right of the client to unilaterally terminate the supply agreement should it
not agree with such modification.

The Company’s obligations as a supplier of electricity:

The obligations of a supplier of electricity are detailed in the Energy Law and the Electricity Supply
Regulation, with the main obligations including:

to inform the final consumers, through the single contact points, promotional materials, website and
through the invoice or the documents attached to it, about their rights and manners to resolve disputes
in the case of requests, complaints, referrals or appeals;

to establish unique points of contact, whether physical or virtual, providing consumers with adequate
means of information regarding their rights, the applicable laws and the settlement of potential
dlsputes The single points of contact may prov1de information to end customers free of charge;

déj or the electricity supplied, to

to make available to household consumers several ﬁ.?mmt puly

allow them to opt for any of them, to provide optmn tojwec ive/access invoices and billing
information electronically, and to provide flexible ways tq‘yixpkaqu the ac(; payments of the invoices;
8 Al

to ensure that consumers are provided with consumpti
format at a national level;

%;-;g‘.u\
to restrain from using incorrect or misleading commercial practices throughout the relationship with the
consumers;

to ensure the labelling of electricity according to the regulations of the competent authority and to
inform, periodically, the final consumers regarding the structure, origin, characteristics and
environmental impact of the electricity supplied to them;

to acquire at least 40% of the electricity needed to cover the consumption of its consumers from
markets other than the DAM, intra-day market and balancing market. This obligation needs to be
correlated with the CEPM enacted by GEO 153/2022; and

to provide the final consumers with information regarding the advantages, costs and risks of an
electricity supply agreement with dynamic prices, including the need to have a smart metering system
and to obtain the customer’s approval prior to concluding this type of agreement.

According to the Electricity Supply Regulation, a supply agreement may be terminated in the following cases:

at the end of the validity period of the supply agreement;
upon the consent of both parties;

the supplier is allowed to terminate the agreement in any of the following cases: (i) consumer’s
embezzlement of electricity; (ii) failure of the client to pay the invoices on terms and conditions
stipulated in the agreement; (iii) other situations provided by the applicable legislation. Such
termination may occur only after the supplier has undertaken the mandatory procedures provided by
the Electricity Supply Regulation;

the consumer may terminate the supply agreement for convenience in compliance with the
requirements thereof (usually based on a prior notification or in case it disagrees with the amended
contractual conditions as such have been notified by the supplier); and

on the date of expiry/withdrawal of the electricity supply license.

Acquisition and invoicing of green certificates by the Company as an energy supplier

As per the provisions of Law 220/2008, energy suppliers and certain producers must acquire green
certificates every year that equal the value of the mandatory quota for acquiring green certificates established
by ANRE for the respective year, multiplied by the total number of MW. The estimated mandatory quota
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for the purchase of green certificates in 2023 is set at the value of 0.4943963 green certificatess/MWh,
corresponding to a final consumption of electricity exempted from the payment of green certificates of
10,929.365 GWh.

As an electricity supplier, the Company invoices the value of the green certificates to its final consumers for
the electricity invoiced during the invoiced period.

The value of the green certificates invoiced to the consumer is the multiplication of the following elements:

®  electricity quantity invoiced during the billing period. In case of energy intensive consumers which
benefit from exemption agreements in accordance with applicable law, the value of the invoiced green
certificates corresponds to the quantity of electricity resulting from the reduction of the invoiced
energy quantity with the exempted electricity quantity within the respective invoicing period;

®  estimated mandatory annual quota of the acquisition of green certificates applicable during the invoice
interval (green certificates/MWh) with the decimals number published by ANRE president order and
with the corresponding used units of measurements;

®  preen certificate average weighted price from the previous month of the one when the invoice is being
issued and calculated by OPCOM, with the decimals number published on its website, as a medium
average closing price from the trading sessions on the centralized anonymous spot market of green
certificates. In the event that no trading session occurred in the month preceding the month of the
invoice issuance, the last closing price/weighted average closing prices of the trading sessions on the
centralized anonymous spot market of green certificates from the last available month (RON/green
certificates) shall be used.

The value of the green certificates is subject to amendment in case the annual estimated mandatory quota of
green certificates is modified within an invoicing period.

The Company is required to submit to ANRE the reLessy
invoicing of the green certificates to the final com:hers and‘a
certificates as follows: ..‘9

data required for monitoring the monthly
hqual regularization of the value of the green

e  until 31 March of each year, data ou. N garegafdmgvﬂldﬂ‘a onthly invoice of the green certificates
& year by filling in the template provided by
either Annex 1 or Annex 2 of the Prod¢@ure regardinghe invoicing of green certificates enacted
based on ANRE Order 187/2018 as amendesd ANBE Order 19/2023. If, for an invoicing period,
regularization invoices are issued for initially mv01ced electricity, for the purpose of filling of the
above-mentioned template, the data from the electricity regularization invoices are used.

e  until 30 September of each year, reporting data regarding the annual regularization of the value of
green certificates for the previous year, by filling in the template provided by either Annex 3 or
Annex 4 of the of the Procedure regarding the invoicing of green certificates enacted based on ANRE
Order 187/2018 as amended by ANRE Order 19/2023.

According to OPCOM regulations, the Company is allowed to transfer the green certificates it has obtained
as an electricity producer to its supplier’s account registered with OPCOM. If the mandatory quota of green
certificates is not fulfilled through the respective transfer, then the Company must acquire the remainder
from the green certificates markets operated by OPCOM, as mentioned in the section “Regulatory Matters
—  Licences obtained by the Company to participate on the Romanian electricity market — Energy
generation — Trading green certificates”.

Sanctions provided by the Energy Law if the Company fails to comply with its obligations both as a supplier and
as a producer

(1)  Sanctions provided by the Energy Law related to material breaches of obligations: A fine from 1% to
5% of the annual turnover of sales on the wholesale energy market from the financial year prior to the
application of the sanction, may be applied if the Company fails to comply with the following:

®  obligations of the market participant (like the Company) as provided by European regulations;

®  transparency requirements provided in ANRE regulations, as well as in European regulations,
with the exception of the REMIT Regulation; and

®  obligations provided under the provisions of article 4 paragraphs (1)-(3), article 8
paragraphs (1) and (5), article 9 paragraphs (1) and (5) and article 15 of the REMIT Regulation.
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(i)

(iif)

@v)

™

A fine from 0.5% to 1% of the annual turnover of sales on the wholesale energy market from the
financial year prior to the application of the sanction, may be applied if the Company fails to fulfill
the following undertakings:

® to allow investigation and/or unannounced inspection actions to be carried out at their premises
or to make available the electronic equipment on which information and data subject of the
investigation is stored or archived; and

®  to provide the data and information, or providing inaccurate, incomplete or misleading data and
information, as a result of ANRE requests, made pursuant to the provisions of article 85 and
article 86 paragraph (1) letters c¢) and d) and paragraph (3) of the Energy Law.

A fine between 5% and 10% of the annual turnover for the previous financial year prior to the
application of the sanction may be applied for Company’s failure to comply with the obligations
provided in article 3 paragraphs (1)-(2) letter e) and article 5 of REMIT Regulation.

A fine between 5 and 10% of the annual turnover achieved in the financial year preceding the
application of the penalty may be applied to the Company as electricity producer for non-compliance
with the following obligations:

e to supply to TSO as operator of the balancing market the offers corresponding to the volume,
products and other requirements stipulated in the contract for the provision of balancing capacity;

e to offer system services, in the situations provided for in the regulations issued by ANRE or
European regulations;

®  to comply, from an operative point of view, with the requirements of TSO; and

® to trade at least 40% of the annual electricity production through contracts on the electricity
markets, on markets other than DAM, intra-day market and balancing market.

® to inform at least household customers and an estimated annual
consumption below 100,000 kWh, through invoices fthched to them or through
other agreed means of communication regarding of the tool for comparing
suppliers’ offers, including the offers of electricity supfiliy; s made available by ANRE;

and

®  to purchase electricity in such a way as to ensure the customers’ consumption.

Sanctions provided by 153/2022 related to material breaches of obligations in connection with CEPM of
electricity:
A fine of 1% to 5% of the annual turnover of the financial year preceding the sanction may be applied if

the Company acting as an electricity producer or electricity supplier fails to comply with the following
obligations.

The obligation according to which the Company shall submit to ANRE and OPCOM by 24 November
of the year preceding the year of application: (i) the forecast of the quantity of electricity to be
delivered into the system in the year of application; (ii) the quantity of energy forecast to be required
to provide the contracted balancing services; (iii) the quantity of electricity from the production of the
year of application that has already been contracted for sale at the date of entry into force of
GEO 153/2022; (iv) the quantity of electricity available for the year of application, broken down by
month resulting from the difference between the forecast quantity of electricity to be delivered and the
quantity of electricity needed to ensure balancing services, as well as the quantity of electricity already
contracted for sale; (v) the situation regarding the quantity of electricity forecast to supply its own
consumption sites.

The obligation requiring the Company to send within 3 days to Transelectrica supporting documents
for the forecast differences or corrected forecast values.

The obligation, according to which the Company determines and transmits monthly to OPCOM on its
own responsibility the forecasts of additional quantities, contracted quantities provided for in Article 9,
letter ¢ from GEO 153/2022 (i.e. those quantities which represent firm obligations of the electricity
producers and which are evenly distributed over all the settlement intervals of each month).
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The obligation according to which the Company must sell to OPCOM according to CEPM the
quantities of energy established and communicated according to the provisions of GEO 153/2022.

The obligation which stipulates that any change in the monthly forecast of the additional quantities of
electricity available/requested to be purchased to cover the consumption shall be sent to OPCOM with
the relevant justification, at least 3 days before the date of the organisation of the purchase procedure,
for differences greater than 2% between the additional quantity of electricity available/requested by
producers/economic operators and the forecasts laid down in Article 5, paragraph 7 and Article 7,
paragraph 4 of GEO 153/2022.

The obligation applicable to electricity suppliers to submit to OPCOM annual consumption forecasts,
as well as the quantities of electricity that have already been contracted for purchase on the date of
entry into force of GEQ 153/2022, broken down monthly, by 10 December of the year preceding the
year of application.

The obligation under which economic operators purchasing electricity shall determine and transmit to
OPCOM monthly forecasts of quantities and the quantities already contracted for consumption, no later
than the 15th day of the month preceding the month in which consumption is to take place.

Development/ Modernization of a hydro electrical project

The development, construction, commissioning, or the modernization of a hydro electrical project require
various milestones to be reached, with an emphasis on abiding by the imperative norms of the
environmental legislation, the most essential being:

Directive 2000/60/EC of the European Parliament and of the Council of 23 October 2000 establishing
a framework for the Community in respect of water policy has been transposed into Romanian law
requiring among others, further protection, and sustainable management of water into various policy
areas, such as energy. TERAVEG

Vi

fauna which has also been transposed into R ﬁanpad
taking into account economic, social, cultural

Council Directive 92/43/EEC of 21 May 1992 on ther:o atj;, n of natural habitats and of wild
aw :

Obtaining the required permits and approvals '&certam operafions, such as: urbanism certificate,
emplacement approvals, water management >-“environmental approvals, technical
documentation (prepared in accordance with all environmental requirements), building permits,
environmental authorization, water management authorization, technical approval for the connection to
the grid, securing the connection agreement, and obtaining the connection certificate.

The Company must update the technical connection approval and the connection certificate in
accordance with the requirements of the Regulation for the connection of the users to the public grid
if any of the following circumstances occur:

Development of the user’s activity from a technical and energy perspective at the production and/or
consumption place, including the installation at an existing consumption/production place of a storage
facility or setting up a storage installation with high voltage direct current power supply system
(HVDC) and a high voltage direct current power supply system (HVDC) at an existing production
place, which requires exceeding the approved capacity.

Amendment of technical or administrative elements of the consumption place and/or production place
compared to the existing situation where either the technical connection approval or the connection
certificate has been issued, without ex