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INTRODUCTION

FINTEL ENERGIJA a.d. Beograd, ID number 20305266, with its registered seat in Belgrade,
Bulevar Mihaila Pupina 115e (“Issuer" or "Company") is a non-public joint stock company
whose share capital is divided into 25,000,000 non-par shares, CFl code: ESVUFR, ISIN
number: RSFINEE60549, with the individual accounting value of RSD 0.153.

Based on the decision of the Shareholders’ meeting of the Company, dated 19 April 2018, the
Company issues 6,500,000 of new ordinary non-par shares with the total accounting value of
RSD 994,500.00, CFI code: ESVUFR, ISIN number: RSFINEE60549, with the individual
accounting value of RSD 0.153.

The Capit al OfNcat Gaeette ofitieetRoS(" dos. 31/2011, 112/2015 and 108/2016) in
Article 11 defines the obligation of an issuer to obtain the prior approval of the Securities
Commission of the Republic of Serbia ("SEC") prior to publishing of a prospectus.

The prospectus was approved by the SEC on 20 July 2018 and shall be published in the
electronic form at the website of the Company (www.fintelenergija.rs), website of the Agent and
Underwriter M&V Investments AD Beograd, Novi Beograd, Bulevar Mihaila Pupina 115e
(www.mvi.rs) and at the website of the regulated market of the Republic of Serbia, i.e. at
Beogradska berza a.d. Beograd ("Belex") (www.belex.rs).

The Issuer shall, upon a written request, deliver to the investor, free of charge, a written version
of the Prospectus, by mail or directly in its business premises, within a reasonable period of
time necessary for printing or copying, or mailing.

The Company, the members of the Board of Directors and the Executive Directors accepts the
responsibility for the accuracy and the completeness of this Prospectus and the information
contained herein and confirm that the Prospectus does not omit anything likely to affect the
import of such information.

The Company confirms that, to the best of its knowledge, this Prospectus includes accurate
and complete oveniew of the assets and liability, financial position and the business results of
the Company as well as the rights and obligations arising out of the Company's shares, in order
to enable prospective investors to perform a reasonable assessment of the investment. The
information included in this Prospectus should be taken in consideration only during the
assessment performed by the investors. The Company has not authorized any third person to
share any information with respect to this Prospectus and the issuance of the Co mp a n
shares.
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I SUMMARY PROSPECTUS (shortened prospectus)

In accordance with Article 16 of the Capital Markets Act, this summary prospectus (contained
in this Chapter 1), presents an integral part of the Prospectus and contains briefly the most
important characteristics and risks that are in connection with the Company and the securities,
i.e. the Co mp a nshades ("Summary prospectus”).

With respect to the contents of the Summary prospectus, the investors are warned about the
following facts:

- The Summary prospectus should be read as an introduction to the Prospectus;

- Any decision to invest in the shares by an investor should be based on consideration of the
Prospectus as a whole;

- The Company as the issuer and the persons who have prepared the Summary prospectus
shall be sewerally liable for damages that occurs, but only if the Summary prospectus is
misleading, and when it is inaccurate or inconsistent in relation to the other parts of the
Prospectus.

1. Data about the Company

1.1. The basic data and the development of the Company

Full business name: i Pr i vr e @givo oza ploizwdnju elektril ne energije FINTEL
ENERGI JAO A. D. Beograd

Abbreviated business name: FINTEL ENERGIJA A.D. Beograd

Registered seat: Bulevar Mihaila Pupina 115e

ID number: 20305266

Date of incorporation: 27 June 2007

Date of reqgistration with the Commercial Reqistry: 27 June 2007

Legal form of the Company: joint stock company

Core business activity: Production of electrical energy (code 3511)

Telephone number and e-mail address for obtaining the information related to the
Prospectus: +381113539579, sanja.ristovic @fintel.bz

Development _of the Company

The Company was incorporated as a closed joint stock company on 27 June 2007, under
the business name PRIVREDNO DRUGT VO ZA PROI ZVODNJ U
ENERGIJE FINTEL ENERGIJA AD BEOGRAD, by the company FINTEL ENERGIA
GROUP S.P.A, registration number 02658620402, as the sole shareholder ("Principal
Shareholder").

On 29 May 2014, the Company changed its legal form into a limited liability company.

On 27 November 2017, the Company changed its legal form into a (non-public) joint stock
company.

The valid version of the amended Memorandum of Association is dated 12 April 2018.
The Company has a majority stake in the following companies:
- MK-Fintel Wind Holding d.o.0. za holding poslove Beograd, ID number 21280275,
whereby the Company holds 53.99737% of the capital ("MK Fintel d.o0.0."), while

the remaining 46.00263% is held by the company MK Holding d.o.0. za holding
poslove Beograd,
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- MK-Fintel Wind a.d. Beograd, ID number 20392126, whereby the Company holds
53.99737% of the share capital ("MK Fintel a.d"), while the remaining 46.00263%
is held by the company MK Holding d.o.o. za holding poslove Beograd ("MK
Holding").

MK-Fintel Wind Holding d.o.o. za holding poslove Beograd holds 100% in the following
subsidiaries, SPVs for other projects:
- Vetropark Kula d.o.0. Beograd, ID number 20901659 i SPV established for the
project wind farm Kula ("Kula");
- Energobalkan d.o.o. Beograd, ID number 20833122 i SPV established for the
project wind farm La Piccolina ("Energobalkan™);
- Vetropark Torak d.o.o0. Beograd, ID number 21040339 ("Torak");
- Vetropark Kogava 2 d.o. o. BEogawd, 21D
- Vetropark Ram d.o.o0. Beograd, ID number 20927119 ("Ram");
- Vetropark Dunav 1 d.o.o. Beograd, ID number 20926392 ("Dunav 1");
- Vetropark Dunav 3 d.o.o0. Beograd, ID number 20927089 ("Dunav 3");

(jointly as the "Subsidiaries"), and the Company and the Subsidiaries jointly as the
"Group".

Each of the Subsidiaries is established as a special purpose wehicle for the particular
project.

1.2. Description of business activities of the Company

The Company and the Group are, as of the date of this Prospectus, the leading
independent renewable energy producer in Serbia and the ¢ o u n t segorid slargest
renewable energy producer, behind the state-owned market incumbent EPS (i.e. a public
company JP Elektropriweda Srbije) ("EPS").

The Company and the Group were pioneers in the Serbian wind business being the first
company ever to install and operate wind farms in the country. The Company sells its
power out put through offtake arrange meMot)s
EPS and does not supply electrical energy directly to the retail customers.

As of the date of this Prospectus, the Company and the Group are active only in the
Serbian market and generates the power that is sold only to EPS trough wind power
generation technology.

The Group operates through two main business directories: the Wind power generation
business and the Wind development pipeline business. The Company owns and operates
2 wind power plants generating electrical energy distributed across the Republic of Serbia
with a total installed capacity of 16,5 MW. An additional wind farm consisting of 69 MW of
installed power is currently under construction and it is due to enter into production by
2019. Besides existing wind farms, the Company is simultaneously working on
dewelopment of other wind farms of approximately 352MW of total installed power, of
which 127 MW is already authorized, while 69 MW is under construction.

The Group operates an integrated business model, managing in-house the majority of the
renewable energy production business chain (i.e. from obtaining building permits and
connection rights to construction and operation and maintenance).

The registered core business activity of the Company and MK Fintel a.d. is the production
of electrical energy, while the core business activity of MK Fintel Wind Holding d.o.o. is
the holding company activity.
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Companydés share capital

The share capital of the Company registered at the Business Registers Agency is RSD
3,825,416.50, as of 25 October 2017.

The share capital is divided into 25,000,000 ordinary non- par shares, CFl code: ESVUFR,
ISIN number: RSFINEE60549, with the accounting value of RSD 0.153 per share, whereas
the difference in the amount of RSD 416.5 (which is obtained after the number of shares
multiplied by their accounting value is deducted from the amount of the registered share
capital) refers to the amount generated by mathematical rounding during the conwersion
of shares into stocks.

Based on the decision of the Shareholders’ meeting of the Company, dated 19 April 2018,
the Company issues 6,500,000 of new ordinary shares with the total accounting value of
RSD 994,500.00. The shares have CFI code: ESVUFR and ISIN number: RSFINEE60549,
and its accounting value is RSD 0.153 per share.

1.4. Data about the person responsible for audit of the financial statements

The Companyés statutory auwahsolidated fifarwial statdémentss {
of the Company for the years ended 31 December 2017, 31 December 2016 and 31
December 2015, is PricewaterhouseCoopers d.o.0. Beograd, a limited liability company
for auditing and consulting senices with its registered seat in Belgrade, Omladinskih
brigada 88a, Serbia, ID number 17147862.

PricewaterhouseCoopers d.o0.0. is registered in the register of auditing companies kept
by the Chamber of Authorized Auditors of Serbia under the number 64/07.

1.5.

Selected financial information

Selected key historical financial information is presented below. The reporting currency for
the purpose of financial reporting is RSD (Serbian dinar).

The following tables present key financial information of the Group and have been derived
from the consolidated financial statements of the Group as at and for the years ended 31
December 2017, 2016 and 2015, toget her
consolidated financial statements have been prepared in accordance with the Law on
Accounting of the Republic of Serbia (the "Law"), published in Official Gazette 62/2013,
whi ch requires I nternational IFRSOnantca abbe Ra
translated into Serbian up to 31 July 2013. In addition, the Law requires certain
presentations and treatments of accounts and balances which results in the additional
departures from IFRS, described in details in Note 2.1 Basis of preparation to the
consolidated financial statements of the Group as at and for the years ended 31 December
2017, 2016 and 2015, included in this Prospectus.

Consolidated Income Statement for the Group (in thousand RSD)

Year ended
31 Decem ber
2017 2016 2015

OPERATING INCOME 496,683 183,922 62
OPERATING EXPENSES 283,685 128,213 23,434
OPERATING GAIN 212,998 55,708 -
OPERATING LOSS ) - 23372
FINANCE INCOME 141,224 9,796 22,131
FINANCE EXPENSES 196,729 124,949 67,452
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PROFIT FROM FINANCING OPERATIONS

LOSS FROM FINANCING OPERATIONS 55,504 115,153 45,321
OTHER INCOME 920 122,387 -
OTHER EXPENSES 8,646 5,971 642
PROFIT BEFORE TAX 149,767 56,971 -
LOSS BEFORE TAX ) - 69 335
INCOME TAX

. CURRENT INCOME TAX 45,273 6,610 672
Il. DEFERRED TAXEXPENSE FOR THE PERIOD - 6,393 14,736
ll. DEFERRED TAXINCOME FOR THE PERIOD 8,416 - -
PERSONAL INCOME PAID TO EMPLOYER

NET PROFIT 112,910 43,968 -
NET LOSS - - 84,744

Consolidated statements of financial position

of the Group (in thousand RSD)

31 December 2017 31 December 2016 31 December 2015
NON-CURRENT ASSETS 3,184,272 2,896,346 1,960,642
CURRENT ASSETS 208,422 243,008 190,030
TOTAL ASSETS 3,392,694 3,139,354 2,150,672
EQUITY (54,075) (186,242) (208,938)
LONG-TERM PROVISIONS
AND LIABILITIES 1,839,751 1,950,661 1,164,111
SHORT-TERM LIABILITIES 1,600,238 1,362,607 1,185,810
DEFERRED TAXLIABILITIES 6,779 12,328 9,689
TOTAL EQUITY AND
LIABILITIES 3,392,694 3,139,354 2,150,672
Consolidated statements of cash flow for the Group (in thousand RSD)
CASH FLOWS FROM OPERATING ACTIVITIES 2017 2016 2015
Cash inflow from operating activities 469,823 386,377 5,738
Cash outflow from operating activities 235,447 95,875 65,599
Net cash inflow from operating activities 234,376 290,503
Net cash outflow from operating activities - - 59,862
CASH FLOWS FROM INVESTING ACTIVITIES
Cash flows from investing activities - 46,972 -
Cash outflow from investing activities 407,467 1,129,413 1,496,922
Net cash inflow from investing activities
Net cash outflow from investing activities 407,467 1,082,441 1,496,922
CASH FLOWS FROM FINANCING ACTIVITIES
Cash inflow from financing activities 256,204 947,155 1,584,153
Cash outflow from financing activities 155,563 125,300 216,411
Net cash inflow from financing activities 100,551 821,855 1,367,743
Net cash outflow from financing activities - - -
TOTAL CASHINFLOW 726,028 1,380,504 1,589,891
TOTAL CASH OUTFLOW 798,567 1,350,587 1,778,932
NET CASH INFLOW - 29,917 -
NET CASH OUTFLOW 72,539 189,041
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF 175,295 144,794 333,835
THE YEAR
CURRENCY TRANSLATION GAINS ON CASHAND CASH - 584 -
EQUIVALENTS
CURRENCY TRANSLATION LOSSES ON CASHAND CASH - - -
EQUIVALENTS
CASHAND CASHEQUIVALENTS AT THE END OF THE YEAR 102,755 175,295 144,794
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1.6. Co mp a n ydrket pasition

Geographical and industrial market relevant for the Company. Main customers.
Main direct and indirect competitors

The Company is a pioneer in wind farms business in Serbia and a leading independent
renewable energy producer. It is the second largest producer of renewable energy
produced in Serbia, behind the state-owned market incumbent - EPS. The Company is, at
the date of the Prospectus, active exclusively on the territory of Serbia.

The Company is present on the Serbian market from 2007 and since then it has deweloped
a broad portfolio of wind power plants, with 10 wind farms across Serbia in four different
locations, out of which two are already fully operational (16,5 MW of installed capacity)
and one under construction (69 MW of installed capacity) at the date of this Prospectus.
Besides existing wind farms, the Company is simultaneously working on dewelopment of
other wind farms with a planned total installed power of 352MW, of which 127 MW is
already authorized, while 69 MW is under construction.

The Company acts as a wholesaler of the electrical power it produces and does not deal
with retail customers. Its only client (in terms of purchasing electricity from renewable
sources) is EPS.

At the date of the Prospectus, the only existing and fully functioning wind farms in Serbia
are the ones operated by the Company. Consequently, the Company does not have direct
competitors on the wind farm market at this stage. Other wind players are present in
Serbia, howewer, they are dewloping their own sites (wind farms) which are
geographically distinct from those belonging to the Company, with different connection
points served by different infrastructure (i.e. roads, bridges, ports), and have achieved
different levels of implement at i on t hat i s not conflicti
program.

The Company is part of Fintel Energia Group, the chart of which is presented in Sections
7.1 and 17.2 of the Prospectus.

Fintel Energia Group steadily deals in the following three segments, within the broader
energy sector:

Downstream Retail: Fintel Energia Group sells electrical energy and natural gas to the end
consumers since 2005. Current portfolio consists of about 15,000 users, out of which more
than 90% are families and small business, mainly located in the northern and central Italy.
The main target is to sell energy generated by owned renewable energy plants to all
Fi nteead consumers.

Production: Total Fintel Energia Group assets portfolio includes 15 large scale PV plants
(in addition to several PV rooftop plants) mainly located in the Marche region and with a
total installed power of 13 MWp and two wind farms in Serbia with a total installed power
of 16,5 MW. All power plants, both in Italy and Serbia, have been developed and
engineered by the respective subsidiaries in these countries.

Engineering: Fintel Energia Group significantly invests in engineering resources in order
to build up a team able to study, design and realize innovative renewable energy power
plants. Currently, Fi nt el 6 s team includes 15 profess
Renewables Srl) and in Serbia (Energogreen d.o.0.), that mainly work on feasibility studies
for new internal projects, design of preliminary and final project deliverables ( fi a s
assignment and supenvision of EPC contracts and O&M senices for PV plants and O&M
sub-contracting senices for wind plants and Molten Salt Concentrated Solar Power plants
(MSCP), an innovative technology for which 90% of the Iltalian projects are held by Fintel
Energia Group.

The main target is to sell energy produced in power plants owned by Fintel to all of its end
consumers.

b
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1.7. Brief description of risk factors

Any investment in ordinary shares is subject to a number of risks.

Prior to investing in shares, prospective investors should consider carefully the factors and
ri sks associated with any such invest men
and the industry in which it operates, together with all other information contained in the
Prospectus including, in particular, the risk factors described below (Annex II, Section 4
and Annex lll, Section 2).

Prospective investors should note that the risks relating to the Company, its industry and
the ordinary shares summarized in the Prospectus are the risks that the Directors believe
to be the most essential to an assessment by a prospective investor of whether to consider
an investment inthe ordinary shares. Howewer, as the risks that the Company faces relate
to events and depend on circumstances that may or may not occur in the future,
prospective investors should consider not only the information on the key risks
summarized further in the Prospectus but also, among other things, all other factors
described below.

The following is not an exhaustive list or explanation of all risks that prospective investors
may face when making an investment in the ordinary shares and should be used as
guidance only. These risks and uncertainties are not the only ones facing the Company.
The order in which the risks are presented does not reflect the likelihood of their
occurrence or the magnitude of their potential impacton t he Groupds b
operations, cash flow, financial condition and prospects. The risks mentioned herein may
materialise individually or cumulatively.

Additional risks and uncertainties relating to the Company that are not currently known to
the Company or that the Company currently deems immaterial, may individually or
cumulatively also have a material adverse effect on the C o mp a nbysihess operations,
prospects, financial condition and operating results. Occurrence of any such risk may
affect (and decrease) the price of the shares and investors could lose all or part of their
investment. Investors should consider carefully whether an investment in the ordinary
shares is suitable for them in the light of the information in this Prospectus and their
personal circumstances.

For the purpose of this Prospectus, we would emphasize the following risks that may
significantly affect the Company and its business (that are in more details explained in
Annex Il, Section 4):

- Risks relating to the regulatory environment and Serbian power market, such as
Government policies in the renewable energy sector, as well as potential changes in
legislation;

- The Company's operational risks, such as weather conditions, performance of
third-party contractors (owning or operating transmission or distribution networks),
maintenance of generating plants, non-functioning of wind turbines during the
expected lifetime, potential legal proceedings based on environmental, health or
safety grounds, or property related risks, natural disasters, etc.;

- The risks related to the dewvelopment of pipeline business, including ensuring
additional sites and adequate permits, construction of generating plants, availability
of financing funds;

- Additional risks related to the Group and the Group's operations, such as changes in
credit or capital markets, financial markets, difficulties in obtaining funds for
refinancing existing obligations, potentially higher insurance premiums or changes in
tax legislation and tax regimes;

- Risks related to the shares offered and/or included in trading, which are relevant to
the assessment of the market risk associated with such shares, including the
fluctuation of share prices, the lack of guarantees with respect to dividend payments,
the risks associated with the majority shareholder and its controlling position, the risk
of discounting the price of ordinary shares due to the future sale of ordinary shares,
the risk of 'dilution’ of shareholders6 participation due to future issuings of ordinary
shares, the illiquidity of the ordinary shares market.

—
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2. Data about the shares that are issued and to be included in trading on Belex

2.1. Description of the type and the class of the shares

The shares that are subject of the issuance and admission to trading on Belex are ordinary
non-par shares, CFl code: ESVUFR, ISIN number: RSFINEE60549, with the accounting
value of RSD 0.153 per share.

2.2. Rights from the shares

The sharehol der s, i n accor d®dfiidaktGazeitetohthetRbS
nos. 36/2011, 99/2011, 83/2014, 5/2015 and 44/2018), the Articles of Association and the
Decision on the share issue dated 19 April 2018, hawe the following rights:

1) to participate and wte at the Shareholders' meeting, provided that one share shall
always grant the right to one wote;

2) right to a dividend payment, in accordance with the Law;

3) to participate in the distribution of liquidation proceeds or bankruptcy estate, in
compliance with the law governing bankruptcy proceedings;

4) pre-emptive purchase of ordinary shares, and other financial instruments that may be
conwverted into ordinary shares, from issuing of new shares;

5) other rights in accordance with the law.

2.3. Condition of the public offer, underwriting and the admission to Belex

Number of shares offered for sale is 6,500,000 at the price of RSD 500.00 per share.

Public offering of the shares shall be considered successful if at least 1,500,000 new
shares have been subscribed, paid and allocated. It is three times more than the lower
limit set by Article 10 of the Rules on listing of the Belgrade Stock Exchange (special
conditions of minimal level of market liquidity of the shares 1 publically distributed shares
in free float in the total amount of at least EUR 2 million, calculated as expected market
capitalisation of shares after the completed procedure of the initial public offering of
shares).

In the event that more shares are subscribed and paid than the number of shares defined
by the Resolution on share issue, the shares will be proportionally allotted to investors,
and excess funds will be returned to the accounts of investors, which they indicated in the
Subscription form. The shares will be divided on a pro rata principle.

The Underwriter of the issue is the investment company M&V Investments a.d. Beograd.

The Underwriter is required, on the first working day after the deadline for subscription and
payment defined for other investors, to subscribe and pay the portion of thel s s uunsold s
shares, up to the amount of 1,500,000 shares.

After the completion of the public offering, the Company will file a request for admission of
all shares to Belex, i.e. subscribed and paid shares that are subject matter of this
Prospectus, as well as for the admission of previously issued 25,000,000 (more details are
provided in Annex lll, Section 5).
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2.4. Risk factors associated to the shares

For the purpose of this Prospectus, we would emphasize the following risks that may
significantly affect the shares and the share capital of the Company (that are in details
explained in Annex lll, Section 2):

- Fluctuation of the share price at the capital market;

- Risks related to the payment of dividends within the Company;

- The influence and the competences of the Principal Shareholder;
- Potential future sales or issuances of the Co mp a nshaées;

- Potential failure of the liquid capital market to dewelop.

2.5. Tax and other payments related to the shares

9 Property transfer tax

No property transfer tax is due on the transfer for a consideration (sale) of shares.
1 Gift and Inheritance Tax

No gift and inheritance tax is due on the transfer without consideration of shares.
9 Capital gain tax

The transfer of shares for a consideration may result in a taxable capital gain according to
the laws of the Republic of Serbia that regulate tax on income.

Pursuant to the Personal Income Tax Act (Official Gazette RS, No. 24/2001, 80/2002,
80/2002, 135/2004, 62/2006, 65/2006, 31/2009, 44/2009, 18/2010, 50/2011, 91/2011,
7/2012, 93/2012, 114/2012, 8/2013, 47/2013, 48/2013, 108/2013, 6/2014, 57/2014,
68/2014 5/2015, 112/2015, 5/2016, 7/2017 and 113/2017), a taxpayer - natural person,
who transfers shares in a company for consideration, may generate capital gain or loss.
Capital gain is the difference between the acquisition price and the sales price of the
shares (which difference presents a basis for calculation of the tax obligation). In case the
difference is negative, the taxpayer has generated a capital loss. No taxable capital gain
occurs in case the taxpayer transfers the shares after a holding period of 10 years.

A capital gain is taxed at the rate of 15% unless otherwise prescribed by an applicable
double tax treaty (in case of non-residents transferring the shares in a company registered
in the Republic of Serbia).

Pursuant to the Corporate Income Tax Act (Official Gazette RS, No. 25/2001, 80/2002,
80/2002, 43/2003, 84/2004, 18/2010, 101/2011, 119/2012, 47/2013, 108/2013, 68/2014,
142/2014, 91/2015, 112/2015), a taxpayer - a legal entity, who transfer shares of a
company for consideration, may generate capital gain or loss. The manner of assessment
of the capital gain of a company-taxpayer is the same as in case of a natural person.

The applicable tax rate depends on the residency of the corporate taxpayer:

- Aresident company pays 15% income tax on capital gain
- A non-resident company pays 20% income tax on capital gain unless otherwise
provided for in an applicable double tax treaty.

Unlike natural persons, there is no tax relief for corporate taxpayers in case the shares
have been owned by them for a specific period of time.

 Income tax on dividends
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Taxpayers, who receive dividends from other companies, are subject to income tax. Rules
applicable to individuals and companies generating income from dividends are different.

Corporations receiving dividends from Serbian companies are taxed in the following way:

- Income realised by residents from dividends from other resident companies - is not
included in the tax base for calculation of corporate income tax,

- Non-resident companies receiving dividends from resident companies are required to
pay a 20% withholding tax on dividends, unless otherwise provided for in an applicable
double tax treaty.

Individuals receiving dividends from companies registered in the Republic of Serbia are
taxed as follows:

- Residents receiving dividends from companies registered in the Republic of Serbia i
at a rate of 15% on the realised dividend

- Non-residents i at a rate of 15%, unless otherwise provided for in an applicable double
tax treaty.

All possible subsequent amendments to the regulations, interpretations, judicial and
administrative decisions may cause alterations to the above stated and may hawve tax
consequences for shareholders. The Issuer is not obliged and will not make any
amendment to the Prospectus nor inform the shareholders of any subsequent changes to
the regulations, unless such changes are material for the assessment made by the
prospective investors.

Any future owner of the shares shall be obliged to inform themselves about the tax
obligations that may arise from the ownership or any disposition of the shares, including
both tax regulations of the Republic of Serbia, as well as relevant international treaties on
awidance of double taxation in case of holders of the shares who are non-residents and
to track changes to these regulations that may result in changes in tax liabilities arising
from the ownership of shares.

3. Publication of the Prospectus

The Prospectus shall be published in the electronic form at the Co mp a nwebsge
(www.fintelenergija.rs), the website of the Agent and Underwriter M&V Investments AD
Beograd (www.mv.rs) and the website of the regulated market of the Republic of Serbia,
i.e. Beogradska berza a.d. Beograd ("Belex") (www.belex.rs).

The Issuer shall, upon a written request, deliver to the investor, free of charge, a written
version of the Prospectus, by mail or directly in its business premises, within a reasonable
period of time necessary for printing or copying, or mailing.

The Issuer will publish a notice of the manner in which the prospectus has been made
available to the public with the information where it is possible to get its written form, on
the next business day after publication of a prospectus, in a daily newspaper distributed
in the territory of the Republic of Serbia.
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4. Term of validity of the Prospectus

In accordance with Article 22 of the Capital Market Act, the Prospectus is valid within the
period of 12 (twelve) months after its publication, subject to the condition that it is properly
supplemented in accordance with provisions of Article 33 of the same law.

The term for beginning of the subscription and payment of the shares shall commence at
the latest within 15 days as of the day the decision on approving publication of the
prospectus has been received.

The term for subscription and payment of the shares shall be 90 days commencing as of
the date stated as the first date in the Announcement about the manner the prospectus
has been made available to the public.

5.Co mp a n gpansibile persons

Managing directors (Board of Directors) of the Company are:

- Tiziano Giovannetti, Italian citizen, passport number YA9131516 i as the General
Manager as well as the legal representative of the Company,

and the following non-executive members of the Board of Directors:

- Claudio Nardone. ltalian citizen, passport number YA1071534 i chairman of the
Board,

- Luka Bjekovic Serbian citizen, ID number 0109987751039,

- Paolo Martini, Italian citizen, passport number YA9058869.

6. Statement of the responsible persons

"Having taken all necessary measures, we declare that to the best of our knowledge, the
information contained in the part of the Prospectus for which we are responsible, is in
accordance with the facts, and that no facts were omitted which may affect the authenticity
and completeness ofthe Pr os pect us . 0

For the Company:

—
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ANNEX I

REGISTRATION DOCUMENT FOR SHARES ("Registration Document")

1. RESPONSIBLE PERSONS

1.1. Responsible persons

All persons responsible for the information contained in the Registration Document are
listed. Also, persons who are responsible for the information specified in the special
Sections of the Registration Document, if any, shall be mentioned, with the indication of
the part of the document for which they are responsible. For natural persons, including
members of the management and/or supervisory board, the name, family name and
function in the legal person are stated. For a legal person, the business name and the
seat are stated.

For the Company, managing directors (Board of Directors):
Tiziano Giovannetti, 7 as the General Manager and the legal representative of the
Company,

and the following non-executive members of the Board of Directors:
Claudio Nardone i as the chairman,
Luka Bjekovic,

Paolo Martini.

There are no separate Sections of this Registration Document for which other
persons, than the abowve listed, are responsible.

1.2. The Statement of responsible persons

A signed statement by the responsible persons, which reads: "Having taken all
necessary measures, we declare that, according to our knowledge, the information in the
Registration Document isinaccordance with the facts, and that the facts that could affect
the authenticity and completeness of the prospectus are not omitted."

Statement of the persons responsible for the information specified in the separate
Sections of the Registration Document which reads as follows: "Having taken all
necessary measures, we declare that, according to our knowledge, the information is in
the separate part of the Registration Document for which we are responsible, in
accordance with the facts, and that the facts which could affect the authenticity and
completeness of the prospectus are not omitted"

"Having taken all necessary measures, we declare that to the best of our knowedge,
the information contained in the Registration Document is in accordance with the facts
and contains no omission which may affect the authenticity and completeness of the
Prospectus."

For the Company:
/

FINTEL *\,

. ENHRGUA 7)

: KD &
A

"9 © rd
S} E"MeTizfano Glovannetti, managing director

There are no separate Sections of this Registration Document for which other
persons, than the abowve listed, are responsible.
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2. PERSONS RESPONSIBLE FOR AUDITS OF FINANCIAL INFORMATION

2.1. The name and surname or the business name of the person responsible for audits of
financial statements for the Company and the Subsidiaries for the period covered by the
historical financial information, including their status in the legal person

The Company6s statutory audi tor for t
statements of the Company for the years ended 31 December 2017, 31 December
2016 and 31 December 2015, is PricewaterhouseCoopers d.o.0. Beograd, a limited
liability company for auditing and consulting senvices with its registered seat in
Belgrade, Omladinskih brigada 88a, Serbia.

PricewaterhouseCoopers d.o.0. is registered in the register of auditing companies
kept by the Chamber of Authorized Auditors of Serbia under the number 64/07.

On behalf of PricewaterhouseCoopers d.o.o., the consolidated and standalone
financial statements included in this Prospectus were audited by Milivoje Nesowc,
License number: 1011108.

2.2. If a person responsible for audits of financial statements have resigned, been
removed or not been re-appointed during the period covered by the historical financial
information, provide a detailed explanation for the change

No changes with respect to the person responsible for audits of financial statements
of the Company and the Subsidiaries have occurred during the period covered by the
historical financial information. In particular, the Company had no obligation of
auditing its financial statements in previous years. For the purpose of this public
issuance of the shares, the abowe stated auditor simultaneously made auditor®
reports for the last 3 years.

3. SELECTED FINANCIAL INFORMATION

The selected financial information included herein should be read in connection with,
and are qualified in its entirety by reference to the Section20.3fi Fi nanc i al
and the Section9in Operating and Financi al Re vihe
purpose of financial reporting is RSD (Serbian dinar).

3.1 Selected Financial Information of the Group

Selected financial information about the issuer, shown for each financial year, in the
period that includes financial information on business operations in the previous
period, as well asfor each subsequent interim period. All selected financial information
is displayed in the same currency.

The selected financial information must represent key information that summarizes the
financial position of the issuer.

The tables below set out selected financial information of the Group as at and for the
years ended 31 December 2017, 2016 and 2015. The selected financial information
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set out below has been extracted without material adjustment from the Group
Financi al St atements included in Append
prepared on the basis describe d i n t he accompanying
consolidated financial statements have been prepared in accordance with the Law on
Accounting of the Republic of Serbia (the "Law"), published in Official Gazette
62/2013, which requires full scope of International Financial Reporting Standards
(IRARSO) to be applied as transl at e dadditiam,ttre
Law requires certain presentations and treatments of accounts and balances that
results in the additional departures from IFRS, described in details in Note 2.1 Basis
of preparation to the consolidated financial statements of the Group as at and for the
years ended 31 December 2017, 2016 and 2015, included in this Prospectus.

Consolidated income statements for the Group (in RSD thousand)

Year ended

31 December

2017 2016 2015
OPERATING INCOME 496,683 183,922 62
OPERATING EXPENSES 283,685 128,213 23,434
OPERATING GAIN 212,998 55,708 -
OPERATING LOSS - - 23372
FINANCE INCOME 141,224 9,796 22,131
FINANCE EXPENSES 196,729 124,949 67,452
PROFIT FROM FINANCING OPERATIONS - - -
LOSS FROM FINANCING OPERATIONS 55,504 115,153 45,321
OTHER INCOME 920 122,387 -
OTHER EXPENSES 8,646 5,971 642
PROFIT BEFORE TAX 149,767 56,971 -
LOSS BEFORE TAX - - 69 335
INCOME TAX
I. CURRENTINCOME TAX 45,273 6,610 672
Il. DEFERRED TAX EXPENSE FOR THE PERIOD - 6,393 14,736
11l. DEFERRED TAX INCOME FOR THE PERIOD 8,416 - -
PERSONAL INCOME PAID TO EMPLOYER
NET PROFIT 112,910 43,968 -
NET LOSS - - 84,744

Consolidated Balance sheets for the Group (in RSD thousand)

31 December 2017 31 December 2016 31 December 2015
NON-CURRENTASSETS 3,184,272 2,896,346 1,960,642
CURRENTASSETS 208,422 243,008 190,030
TOTAL ASSETS 3,392,694 3,139,354 2,150,672
EQUITY (54,075) (186,242) (208,938)
LONG-TERM PROVISIONS
AND LIABILITIES 1,839,751 1,950,661 1,164,111
SHORT-TERM LIABILITIES 1,600,238 1,362,607 1,185,810
DEFERRED TAX LIABILITIES 6,779 12,328 9,689
TOTAL EQUITY AND
LIABILITIES 3,392,694 3,139,354 2,150,672

Consolidated statements of cash flow for the Group (in RSD thousand)

CASH FLOWS FROM OPERATING ACTIVITIES 2017 2016 2015
Cash inflow from operating activities 469,823 386,377 5,738
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Cash outflow from operating activities 235,447 95,875 65,599
Net cash inflow from operating activities 234,376 290,503 -

Net cash outflow from operating activities - 59,862
CASH FLOWS FROM INVESTING ACTIVITIES

Cash flows from investing activities - 46,972 -
Cash outflow from investing activities 407,467 1,129,413 1,496,922
Net cash inflow frominvesting activities - - -
Net cash outflow from investing activities 407,467 1,082,441 1,496,922
CASH FLOWS FROM FINANCING ACTIVITIES

Cash inflow from financing activities 256,204 947,155 1,584,153
Cash outflow from financing activities 155,563 125,300 216,411
Net cash inflow from financing activities 100,551 821,855 1,367,743
Net cash outflow from financing activities - - -
TOTAL CASH OUTFLOW 798,567 1,350,587 1,778,932
NET CASH INFLOW ) 20,917 -
NET CASH OUTFLOW 72,539 R 189,041
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF

THE YEAR 175,295 144,794 333,835
CURRENCY TRANSLATION GAINS ON CASH AND CASH - 584 -
EQUIVALENTS

CURRENCY TRANSLATION LOSSES ON CASH AND CASH

EQUIVALENTS - - -
CASH AND CASH EQUIVALENTS AT THE END OF THE 102,755 175,295 144,794
YEAR

3.2. If selected financial information for the last interim period is provided, comparative
data for the appropriate interim period in the prior financial years must also be provided.
For the comparative overview of the balance sheet, it is sufficient to show the appropriate
annual balance sheet

No financial information for interim periods is provided.

4. RISK FACTORS

Detailed disclosure of any risk factors specific to the Company or its industry.

4.1. Companyd sisks relating to the regulatory environment and the Serbian power market

Reduction or abandonment of governmental support for renewable energy (Feed-in
Tariff or FiT), or other relevant changes in governmental energy policy, may adwersely
affect the Companyds business operations

The dewelopment of renewable energy sources and generation of renewable energy
in Serbia relies, in large part, on the national and international regulatory and financial
support of such development. While the EU and Serbia hawve, inrecent years, adopted
policies and support mechanisms actively supporting renewable energy, itis possible
that this approach could be modified or changed in the future, including as a result of
a change in the Government policy or the legislation changes, relating to renewable
energy directly or to energy policy in general. The Company's development and future
operations are particularly sensitive to amendments of the laws of the Republic of
Serbia or regulations as the Company's business is based, at the moment of the initial

publ i ¢ offering, solely in Serbia. These
existing business, or could materially affect its future growth, as support mechanisms
are necessary in order to provide the C

The FiT Mechanism has been the main support mechanism for renewable energy in
Serbia since its inception in 2012. The FiT Mechanism is a system whereby a
producer which has achieved the Privileged Power Producer Status or PPP, such as
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the Company, using Specified Renewable Technologies (Wind, Solar, Hydro,
Biomass, Biogas) is eligible to receive a Feed In Tariff paid for generating power under
a bi-lateral agreement (PPA or Power Purchase Agreement). The Serbian
state-owned electricity supplier EPS is obliged to buy all power produced, metered
and injected into the grid from renewable energy sources produced by PPPs such as
the Company, for the duration of the FiT Mechanism (12 Years since the Commercial
Operational Date). Domestic Energy Law has granted as a first step the FiT
Mechanism for a total of 500 MW of wind power installed capacity until 2018. New
incentive program is expected to be released during 2018, but if for any reasons these
support mechanisms are reduced or eliminated or there are delays in implementation
of |l egi sl ation, t he devel opment and g
operations, prospects, financial condition and operational results could be materially
adwersely affected.

As the Company operates in a regulated industry, it is important to maintain strict
compliance with all applicable regulations and decisions imposed by the regulators,
including the Ministry of Mining and Energetics, the Ministry of Construction, traffic
and Infrastructure and the Autonomous Province of Vojwdina. Any difficulties in this
compliance, could delay the Company in obtaining the various permits and approvals
it requires, di vert ma n a g e me fcdaysrunning of ¢ha t
business of the Company, and/or lead to more rigorous conditions being imposed for
obtaining of relevant permits.

4.2. Company's operational risks

a) Weather conditions and reliance on the forecasts of independent consultants

The Groupbés business and the profitabil
is dependent in many ways on weather conditions.

In relation to the Wind Business, the profitability of a wind farm is of course dependent
on the wind conditions at the particular site. Accordingly, the revenues of the
Companyd6s Wi nd Bus i mteupan theswindlconditiens dteegcle of dse
wind farms (e.g. if any of the Company’'s wind farms have lower wind resources than
anticipated, that wind farm is likely to generate lower electricity volumes and lower
revenue than anticipated), and wind conditions at any site can vary materially across
seasons and years. Variations in wind conditions occur as a result of fluctuations in
wind currents on a daily, monthly and seasonal basis and, in long terms, as a result
of general climate changes. The wind performance of wind farms in different areas of
Serbia are correlated to a certain extent, as at times weather patterns across the
whole of Serbia are likely to have an influence on wind patterns and, consequently,
on revenues generated by wind farms across the whole of Serbia.

External independent consultants engaged by the Company& lenders for each
development project, forecast wind conditions during the development of a wind farm
at any particular location. However, there can be no guarantee as to the accuracy of
forecasting or the reliability of the &g
data collected will be indicative of future wind conditions (i.e. due to wind
measurement errors, or errors in the assumptions applied to the forecasting model
e.g. forecasters look at long-term data and there cannot be short-term fluctuations,
etc.).

b) Reliance on contractors-third parties for the transmission and/or _distribution

The Company does not own or control transmission or distribution facilities, but
engages third parties that own or operate electricity transmission or distribution
networks to deliver the electricity it produces. Electricity transmission and distribution
lines may experience unplanned outages over which the Company has no control.
The Company's renewable energy facilities may also be curtailed in the event of
congestion on the networks or for other reasons beyond its control. Furthermore, the
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operators of such networks may not comply with their contractual obligations
pertaining to transmission or distribution. The occurrence of any of the circumstances
detailed above would result in loss of revenue that could adwversely affect the
Co mp a n gubireess operations, prospects, financial condition and operational
results.

In addition, in relation to the Company
be reliant on third parties6consent on dewveloping the transmission and distribution
networks, so that the Group is able to deliver the electricity it produces.

€)The maintenance of the Groupbs generat

The Company's generating plants require regular maintenance, which is itself subject
to certain risks. A number of problems may arise in relation tothe C o mp a nfacifitiss
during maintenance, which may cause interruptions to production (e.g. including,
among other things, failed deliveries by suppliers or manufacturers or longer-than-
expected periods for technical adjustments. In particular, failure of a contractor to
perform the agreed services and/ or c han
in conjunction with overreliance on particular contractors may, among other things,
result in the relevant asset either underperforming or becoming impaired in value and
there can be no assurance that such underperformance, impairment or delay will be
fully or partially compensated by any contractor warranty or bank guarantee (which
are usually limited in scope and quantum, and typically do not cover full loss of profit).
Additional costs and loss of revenue that may arise in the maintenance of facilities
may adversely affect the Co mp a n pudireess operations, prospects, financial
condition and operational results.

The Group is dependent upon the operating performance of certain equipment and is
hence subject to mechanical failures and equipment shutdowns (e.g. there have been
instances at a small number of wind farms across the industry, where there have been
structural defects in the wind turbines). Circumstances beyond the Company's control,
including engine fires, floods or atrip in the electricity grid, could also affect or damage
facilities or equipment. The revenues of the Company depend in part upon the
operating performance of the equipment used on its sites. A defect or a mechanical
failure in the equipment, or an accident that causes an interruption or a decline in the
operating performance, at a site will directly affect upon the revenues and profitability
of that site.

The impact of any failure of, or defect in, the equipment used in the operation of the
C o mp a nsited will be reduced to the extent that the Company has the benefit of
any warranties or guarantees given by an equipment supplier which cover the repair
and/or replacement cost of failed equipment. However, warranties and performance
guarantees typically only apply for a limited period, and may also be conditional on
the equipment supplier being engaged to provide maintenance senices to the project.
Performance guarantees may also be linked to certain specified causes and can
exclude other causes of failure in performance (e.g. unscheduled and scheduled grid
outages). Should equipment fail or not perform properly after the expiry of any
warranty or performance guarantee period and should insurance policies not cover
any related losses or business interruption, the Company will bear the cost of repair
or replacement of that equipment. Moreower, equipment warranties and guarantees
do not cower consequential damages (that could follow from equipment failures or
defects). In addition, the timing of any payments under insurances, warranties and
performance guarantees may adwersely affect the Co mp a ncash fow.

In relation to the Wind Business, the construction of wind farms typically results in
reliance upon the senices delivered by one or more contractors. Furthermore, it is
customary to develop arelationship with certain contractors over time (e.g. due to the
quality of their work) and therefore rely on certain contractors ower others. The
Company also relies on a small range of suppliers, which currently include Vestas,
Siemens, Prime Energy General Constructions d.o.o., Elektromontaza d.o.o., for the
supply installation and servicing of t
Business. There is no guarantee that the Company will be able to replace any material
manufacturer, supplier, contractor or customer in a timely manner or at all in the event




that any of these relationships is discontinued or terminated. If the Company is unable
to negotiate favourable contracts with these manufacturers, suppliers or customers or
if any of them is unable to fulfil its obligations and the Company is unable to find
suitable replacements, the Company®& business operations, prospects, financial
condition or operational results may be adversely affected.

d) Wind turbines may not operate for their expected life-span

The Company operates on the basis that wind turbines should operate for 30 years
from installation and, while in practice they might operate for even longer periods, no
resi dual val ue or repowering benefi't b
accounts. In the event that the wind turbines do not operate for this period, experience

a decline in operating performance, or require significantly more maintenance
expenditure than assumed, there may be a material adverse effect onthe Co mp a n y
business operations, prospects, financial condition and operational results. Given that
wind farms are a relatively new investment class, there is limited experience as to
whether such operating problems may arise in future.

e) Leqgal proceedings of various grounds

The Company may become inwlved in legal proceedings based on environmental,
health, public liability, safety and land use issues and related matters. These may
include complaints and statutory nuisance actions and claims by third parties. Such
complaints and actions could be related to issues such as odour, underground fires
and other such nuisances during both the operational and the non-operational phases
of the Wind sites. Additionally, the noise of wind turbine blades may allegedly cause
a nuisance to nearby residents and the blades may in some circumstances also cause
harm to local bird or bat populations. There can be no guarantee thatthe Co mp a n
operations will not be considered as a source of nuisance or other environmental harm
or that claims will not be made against the Company in connection with its operations
and their effects on the environment. This could lead toincreased cost of compliance
and/or abatement of power generation activities at the affected facilities. Any
successful third party claim could materially hinder the Company's operations,
damage its reputation and/or result in the imposition of penalties or substantial
liabilities, which could have a material adwerse effect on the Co mp a nbusiness
operations, prospects, financial condition and operational results.

As a rule, the Companyds operations expg
On the account of the nature of its operations, the Company is subject to various
statutory compliance and litigation risks under health, safety and employment laws.
There can be no guarantee that there will be no accidents or incidents suffered by the
Company's employees, its contractors or other third parties at the Company&
facilities. If any of these incidents occur, the Company could be subject to
prosecutions and litigation, which may lead to fines, penalties and other damages
being imposed and cause damage tothe C o mp a nrgpdtation.

Al so, natural di sasters, sabotage or otHh
facilities could have an adwerse effect on its business. If one or more of the Company's
wind farms were to be subject in the future to a natural disaster, sabotage, power loss
or other catastrophe, or if unexpected geological or other physical conditions such as
subsidence were to arise at any of the Company's facilities, it might not be possible
to carry out business activities at those locations or such operations could be sewerely
curtailed, while any measures the Company has taken, or may take in the future, to
prevent such occurrences may prove not to be sufficient.

Property-related risks may have a material adverse effect on the Company's financial
position, business operations, financial results and operational results. The
Companyds sites are | ocated on commerci
of the majority of the sites is secured through lease agreements. Prolonged
negotiations with landlords may cause delays in the development of sites. Reliance
upon property owned by a third party also gives rise to a range of risks including
deterioration in the property during the investment life, damages or other lease-related
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costs, counterparty and third party risks in relation to the lease agreement and
property, termination following a breach or due to other circumstances such as a
mortgages (or similar) taking possession of the property. Problems in the foregoing
areas may result in disruption of operations and as a result in the generation of lower
electricity volumes and lower revenues than anticipated.

4.3. Risks

relating to the development of pipeline business

a) Additional sites and permits

The Company may not be able to obtain additional sites for the construction and
dewelopment of wind farms, secure planning permission and other necessary
permissions, or subsequently dewvelop those sites at which it obtains planning
permission.

There are a limited number of sites in Serbia where it would be economically sound
to construct wind farms. As more and more wind farms are deweloped by both the
Company and other wind electricity producers, it will become increasingly difficult for
the Company to find suitable locations for wind farms. In addition, it cannot be
guaranteed that the Company will be granted planning permission to construct a wind
farm and the Company may incur high costs in making such unsuccessful
applications.

b)Construction of the Companyds gener at

The construction of the Company's pipeline entails certain risks, both from a technical
and the timing perspective. A number of problems may arise in relation to the
Company's facilities during construction which may cause delays in commencement
of the production. There is a risk that equipment and labour necessary for the
Company's wind operations, in particular, wind turbines and other production line
senices such as crane hire and turbine assembly teams may not be available to meet
the Company's requirements (e.g. due to market fluctuations in the demand for wind
turbines (e.g. an increase in wind farm construction at certain times due to
Gowvernment policy), the cost and availability of the parts to manufacture wind turbines
or discontinuation of particular models. In particular, failure of a contractor to perform
the agreed services and/ or change i n
among other things result in the relevant asset falling behind its construction schedule
and there can be no assurance that such delay will be fully or partially compensated
by any contractor warranty or bank guarantee (which are usually limited in scope and
quantum, and typically will not cover full loss of profit), which may adwersely affect the
Co mp a n budireess operations, prospects, financial condition and operational
results.

c) Difficulties in ensuring fuds for financing of business

Unpredictability in credit and capital markets could make it more difficult for the
Company to borrow money or raise capital needed to further dewelop its Wind
Dewelopment Pipeline Business or finance any acquisitions it may undertake.

The Company will in future aim to grow its business through the build-out of its wind
development pipeline and will aim to fund approximately 80-90% of its expected
investment through the proceeds of additional financing in the credit or capital
markets. It could also choose to grow (in this or other areas) through the opportunistic
acquisitions of projects or businesses. Volatility in the credit or capital markets may
adwersely affect the Co mp a nagcaess to debt or equity capital for these purposes,
and consequently its ability to grow its business fully through such developments or
acquisitions, which in turn could adversely affect the Company's business operations,
prospects, financial condition and operational results.

a
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4.4. Additional Group risks

a) Difficulties in ensuring funds for refinancing of existing obligations

Unpredictability in credit and capital markets could make it also more difficult for the
Company to also to obtain funds for refinancing of the existing credit facilities. None
of the Company's existing credit facilities is repayable in full within the period of 12
months from the date of this Prospectus. However, a wolatility in credit and capital
markets could make it even more difficult for the Company to refinance them at their
final maturity.

Howewer, at this stage it is important to mention that for the existing power plants in
operation (Kula and La Piccolina) the Company successfully managed to reduce the
debt senice costs by at least 2% on the existing long-term loans, due to the fact that
the Lenders recognized the performance over the estimation and the significant
decrease of risk. Moreower, the Company managed to reduce financial costs because
it agreed on better financing terms for existing loans. Namely, due to considerably
better performance compared to the planned, the creditors agreed to lower the
interest rate by over 200 bps, as well as significantly reduce the amount of the
obligatory reserves (over 50% of the funds in the resene account were freed). All of
this will affect the generation of a larger amount of cash for dividend payments in
2018.

b) Potential higher insurance premiums

The Company currently has insurance arrangements in place for products and the
damage caused to third parties, environment and the publicity, property damage and
business interruption (including for sudden and unexpected environmental damage).
Howewer, it is possible in the future, that insurance providers may no longer wish to
insure businesses in the renewable energy industry against, for example, certain
environmental occurrences or may charge much higher premiums, which could have
a material adverse effect on the C o mp a nbysinass operations, prospects, financial
condition and operational results.

c) Potential changes tax leqgislation or tax regime

The Company's effective tax rate may also be affected by changes in Serbian tax laws
or the interpretation of Serbian tax laws, including those tax laws relating to the
utilization of capital allowances, net operating losses and tax loss or credit carry
forwards, and changes in the management
ability to effect deferred tax assets). The standard rate of corporate income tax in
Serbia is 15%, but there can be no assurance that the rate will not change. The
Company's effective tax rate in any given financial year reflects a variety of factors
that may not be present in the succeeding financial year or years.

d) Financial risk management

The coordination and monitoring of key financial risks is carried out by the central
treasury department of the Ultimate Parent Company, which provides guidelines for
the management of various types of risk and for the use of financial instruments. The
main features of Fintel Group's risk management policy are:

T central determination of operational
mar ket , l' iquidity and cash flow ri sk
f monitoring of results achieved;
f diversification of commitments/ oblig
i) Credit risk
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Credit risk represents the exposure to potential losses arising from the failure by
commercial and financial counterparties to fulfil their contractual obligations.

Credit risk in the Group is at low level since most of the receivables are towards the
Serbian state or state-owned company in Serbia.

i) Liquidity risk

Liquidity risk is associated with the ability to meet the commitments arising from
financial liabilities assumed by the Group. Prudent risk management of liquidity arising
in the course of ordinary activities implies maintaining sufficient cash and marketable
securities and the availability of funding through an adequate amount of committed
credit facilities.

Liquidity risk is managed centrally by the Group, given that the administration
department periodically monitors the Group's net cash/debt through the preparation
of appropriate actual and forecast cash inflow and outflow reports. In this manner, the
Group aims to ensure it has adequate cover for its financing needs, by accurately
monitoring financing, credit facilities opened and utilisations thereof, in order to
optimise its resources and manage any temporary liquidity surplus.

The Group's objective is to establish a financing structure that, consistent with its
business objectives, guarantees sufficient liquidity for the Group, minimises the
related opportunity cost and maintains an equilibrium in terms of term to maturity and
composition of the debt.

iii) Mark et risk

In the conduct of its operations, the Group is potentially exposed to the following
market risks:

T risk of fluctuation in exchange rat
T risk of fl uctruattdso.n i n interest

These risks are essentially managed centrally by the parent company Fintel Energija
SpA.

Risk of exchange rates fluctuations

Exchange rate risk is linked to operations in currency other than the RSD. Fintel Group
is exposed to the risk of exchange rates fluctuations, given that it conducts business
in Serbia through its subsidiaries, which are companies committed to the study,
construction, development and management of wind farms and other projects in the
field of renewables. The consequent impact is reflected in the consolidated income
statement of the subsidiaries.

Risk of interest rates fluctuations

The risk of interest rates fluctuations to which Fintel Group is exposed originates from
financial payables. Fixed rate debt exposes the Group torisk linked to changes inthe
fair value of the debt for their part linked to changes in the reference rate market.
Floating rate debt exposes the Group to cash flow risk originating from the wolatility of
interest rates.

The Group's financial indebtedness consists of current bank debt, medium/long term
loans granted by banks and lease liabilities.

In order to hedge the risk of interest rates fluctuations, during the course of 2015, the
subsidiary Vetropark Kula also entered into an agreement for an interest rate cap with
spread in relation to financing for the
The company committed, in the loan agreement signed between Vetropark Kula d.o.o.
and Erste banke A.D., to:
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I maintain the average debt recovery i ADR (operating profit + depreciation i
corporate income tax / total annual repayment of principle and interest
expense) at the minimum lewvel of 1.15.

The company committed, in the loan agreement signed between Energobalkan d.o.o.
and Unicredit Bank JSC Serbia, to:
I maintain debt repayment ratio i ADR (cash flow before net financial cash flow
for 12 months period and total financial liabilities for the same period) not less
than 1.2:1 for the duration of this agreement.

5. INFORMATION ABOUT THE ISSUER

5.1. General information about the issuer and its development

5.1.1. Business name of the Company: i Pr i v gteodza proizwddnju elektril ne
energije FINTEL ENERGIJAO A.D. Beograd

5.1.2. Seat of the Issuer, ID number, number of the excerpt from the appropriate
commercial register in which the issuer is registered:

Companyd s  gseanaBelgrade, Bulevar Mihaila Pupina 115e, and registered with the
Business Registers Agency of the Republic of Serbia under ID number 20305266.

5.1.3. Legal form of the Issuer, phone number where it is available and email address:
The Company is organized as a non-public joint stock company.

Company 6 s in 8dgeaatle, Buevar Mihaila Pupina 115e, telephone number
+381113539570, e-mail: sanja.ristovic@fintel.bz.

5.1.4 The date of incorporation and registration of the Issuer: 27 June 2007.
5.1.5 The important events in the development of the Issuer

The Company was incorporated as a closed joint stock company on 27 June 2007,
under the business name PRIVREDNO DRUGTVO ZA PROI ]
ELEKTRI LNE ENERGIJE FI NTEL ENBDR®®Gé dofpank D
FINTEL ENERGIA GROUP S.P.A, registration number 02658620402, as the sole
shareholder.

On 29 May 2014, the Company changed its legal form into a limited liability company.

On 27 November 2017, the Company changed its legal form into a (non-public) joint
stock company.

The valid version of the amended Memorandum of Association is dated 18 September
2017, while the valid version of the Articles of Association is dated 12 April 2018.

The Company has a majority stake in the following companies:

- MK-Fintel Wind Holding d.o.o. za holding poslove Beograd, where the Company
holds 53.99737% of the share capital, while the remaining share capital is held by
MK Holding d.o.o0. za holding poslove Beograd,

- MK-Fintel Wind a.d Beograd, where the Company holds 53.99737% of the share
capital, while the remaining share capital is held by MK Holding d.o.0. za holding
poslove Beograd.
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MK-Fintel Wind Holding d.o.o. za holding poslove Beograd holds 100% in the
following subsidiaries, SPVs for other projects: Vetropark Kula d.o.o. Beograd,
Energobal kan d. o. o. Beograd, Vetropark
d.o.0. Beograd, Vetropark Ram d.o.0. Beograd, Vetropark Dunav 1 d.o.o. Beograd,
Vetropark Dunav 3 d.o.o. Beograd.

Each of the Subsidiaries is established as a special purpose wehicle for the particular
project.

5.2. Principal investments

5.2.1. A description (including the amount) of the issuer's principal investments for each
financial year for the period covered, up to the date of the Registration Document.

At the date of this Prospectus the Group has performed the following principal
investments for the dewelopment, construction and operation of the following wind
farms:

- Kula wind farm, built in 2015 (in operation since February 2016) the total
investment of about EUR 15 million,

- La Piccolina wind farm, built in 2016 (in operation since July 2016) the total
investment of about EUR 10 million,

- Kosava phase | - under construction (construction started in June 2017) the total
final total investment of about EUR 118 million (out of which EUR 15 million have
been invested as of 31 March 2018).

For more details about the amounts related to the investments, conclusive as of 31
December 2017, please refer to the Notes 8 and 32 in the consolidated financial
statements in the Section 20.3 of the Registration document of this Prospectus.

5.2.2. A description of the issuer's ongoing principal investments (including the value),
including those made domestically and abroad, and the method of financing the
investments (internal or external).

Currently, t he Group has wunder const r ulkhbse & (otalt
installed power of 69MW). Construction started in June 2017 and completion of the
works is envisaged for the end of 2019. The total investment of this project is about
EUR 118 million and it is financed by mean of non-recourse project financing. The
banks syndicate (i ncl udi ng Erste Vienna, Zagrebd
Bank i OeEB, Unicredit Serbia and Erste Serbia ) provided financing of 70% of the
total project costs and the Sponsors (including the Company and MK Holding)
provided 30% as equity. The Company as t he maj or shareho
54% of the total equity while the remaining 46% was provided by the minority
sharehol der (MK Hol ding d. o.o0.). The p
Company provided from internal sources, while the remaining part was provided by a
junior loan (EUR 10.6 million). All information about the loans is given in the financial
statement contained in the Section 20.3 of this Prospectus.

5.2.3. Information concerning the issuer's principal future investments on which its
management bodies have already made firm commitments.

The Company/Group has several projects in the pipeline which are in different stages
of development. At the date of this Prospectus, building permits exist for two other
projects: Wi ndi Mhase 2 and OWind ¥a&rm Ram. In addition, the
Company rapidly dewelops the Wind Farm Kula 2 (extension of existing Wind Farm
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Kul a) as well as the Wind Farm Kog aPRlase?2
1 and 2).

In addition, there are already projects of Wind Farms Dunav 1, Dunav 3 and Torak
that are in different development stages.

6. BUSINESS OVERVIEW

6.1. Principal Activities

6.1.1. Description of the business, listing of the core activity and key activities on basis of
which the issuer generatesthe highest income, listing the significant products it sells or
the services it provides for each financial year shown in the previous period

The Company (the Group) is the leading independent (differentiated from the public
utility) renewable energy producer in Serbia and the ¢ o u nt gsegoddslargest
producer of renewable energy after the state-owned market incumbent EPS (JP
Elektropriveda Srhije).

The Company and the Group were pioneers in the Serbian wind business as the first
ever company to install and operate wind farms in the country. The Company sells its
power output through offtake arrangements (PPA) to EPS and does not supply
electricity directly to retail customers.

At the date of this Prospectus, the Company and the Group are active only in the
Serbian market and produce the electrical power they sell only to EPS, through a wind
power generation technology.

The Group operates through two main business directories:

1. the Wind power generation business
The Company owns and operates 2 wind fabms ( La Pi c ol | i n dor
production of electrical energy which is distributed across the Republic of Serbia
and has a total installed capacity of 16,5 MW. An additional wind farm consisting
of 69 MW of installed power is currently under the construction and it is expected
to enter into production by 2019.

Q)

Wind Power Generation

Wind farms generate electricity by conwerting kinetic energy from the wind into
mechanical energy. The wind turbines have aerodynamically designed blades which,
when caught by the wind, cause a rotor to turn, which drives the generator to produce
electricity.

Wind farms are based on a well-known, publicly accepted, mature technology with
limited construction and operational risk. The scale and geographical diversity of the
Companyds onshore wind portfolio reducest
provide the Company with access to stable long-term wind resources.

2. Wind dewelopment pipeline business.
The wind development pipeline is of approximately 352 MW, out of which 127 MW
is already consented, while 69 MW is under construction.

Wind Development Pipeline Oveniew
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The wind dewelopment team was established in 2009 as part of the added value
creation strategy for the Company. The Company6s <continuou
Pipeline Business consists of approximately 352 MW at various stages of the
development and/or consent and additional 120 MW at the feasibility stage.

Operational Wind Portfolio Oveniew

The Companyods Wi nd Business consists of
across 2 sites in Serbia and made up 1
profit in FY17. The portfolio generated 43.9 GWh in FY17 and the Group the leading
wind generators of electrical energy in Serbia.

In the | ast three financi al years the
capacity has risen steadily shifting from 0 to 69.3 GWh in FY17.

The Company does not pay any royalty on its operating wind farms and it is estimated
that no royalty will have to be paid for the wind farm under construction and for the
wind farms belonging to the Dewvelopment Pipeline.

The weighted awerage age of the portfolio by MW is less than 2 years with
substantially all non-OEM operations and maintenance activities performed in-house.

The key business parameters for FY17 for the Wind Business:

- La Piccolina Wind Farm: n. of turbines 2, Make: Vestas. Model V117.
Operating since: July 2016. Total installed capacity: 6.6 MW. Output
produced in FY 2017:15.6 GWh

- Kula Wind Farm: n. of turbines 3, Make: Vestas. Model V117. Operating
since:.February 2016. Total installed capacity: 9.9 MW. Output produced in
FY 2017: 28.3 GWh

The key business parameters for the FY17 for the Wind Dewvelopment Pipeline
Business:

- Project name: Wi nd IPark Kogava Phase
Capacity: 79.8MW
N. of Turbines: 19 WTGs model Vestas V150-4.2MW
Status: building permit, closing of financing

- Project name: Wind Park Kula 2
Capacity: 9.9 MW
N. of Turbines: 3 WTGs model Vestas V136-3.45MW (limited up to 3.3MW)
Status: in process of obtaining location conditions and building permits

- Project name: Wi nd Park Kogava Phase
Capacity: 69 MW
N. of Turbines: 20 WTGs model Vestas V126-3.45MW
Status: building permit, financed, under construction

- Project name: Wi nd Park Kogava 2
Capacity: 9.9 MW
N. of Turbines: 3 WTGs model Vestas V150-4.2MW (limited up to 3.3MW)
Status: in process of obtaining location conditions and building permits

- Project name: Wind Park Ram
Capacity: 9.9 MW
N. of Turbines: 3 WTGs model VestasV136-3.45MW (limited up to 3.3MW)
Status: building permit, closing of financing

- Project name: Wind Park Dunav 1
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Capacity: 9.9 MW
N. of Turbines: 3 WTGs model Vestas V136-3.45MW (limited up to 3.3MW)
Status: in process of obtaining location conditions and building permits

- Project name: Wind Park Dunav 3
Capacity: 9.9 MW
N. of Turbines: 3 WTGs model Vestas V136-3.45MW (limited up to 3.3MW)
Status: in process of obtaining location conditions and building permits

- Project name: Wind Park Torak
Capacity: 138 MW
N. of Turbines: to be defined
Status: in process of obtaining location conditions and building permits

Deployment_know-how

The Company has an extensive wind development pipeline comprising approximately
352 MW at various stages of development. In the last few years the Company has
obtained building permits and the connection rights for 5 out of 10 sites under
development (Piccolina, Kula, Ram, Kosava Phase | and Kosava Phase Il), consisting
of more than 127 MW of wind dewvelopment projects. The Company has built out 16.5
MW, while as of the date of this Prospectus, additional 69 MW are under construction.
The Company also has other projects at the feasibility stage with the potential to
deliver approximately 120 MW.

Dewvelopment _process

The process for identifying, dewveloping, consenting, constructing and operating wind
farm sites follows a logical process with internal gates (investment procedure) to
ensure that all the effort would be focused to those sites most likely to achieve
planning success and be capable of being quickly delivered for commercial operation.
The gating process has five stages: 1. site identification, 2. securing agreements
granting the legal ground owver the land, 3. commitment to develop and submit a
planning application, 4. commitment to construct and 5. handover to operations. By
following this rigorous approach to potential new sites, only those which which are
most likely to achieve the permits are taken forward for planning application. This
approach leads to a relatively high planning success rate (up to 90% to date).

The questions addressed at the first three stages ensure that risks are continuously
reduced as the financial commitment to the project is increased, and that the security
over the land necessary for each stage is defined and achieved. Even where a site
successfully passes the third stage but subsequently encounters difficulties, the
system is sufficiently flexible to allow a rapid reduction of costs if necessary and, in
extreme circumstances, termination of the development of the project.

The identification of new sites is achieved through a combination of approaches,
including identification directly by the team and from landowners and their agents, with
a strong relationship with the key agents and agencies, ensuring that the Company is
able to respond swiftly to new dewvelopment opportunities.

The broad suite of capabilities within the dewvelopment team ensures that there is
control over the sub-contracting arrangements that are in place with sub-contractors
and an ability to critically control and review the work produced by them.
The technical team provides wind energy resources analysis, grid connection and
other support through both the development and the construction process, ensuring
that the site design is optimized for both energy vyield and the practicality of
construction.

The Company has used this gating (investment procedure) process effectively for a
number of years and the Directors believe that the Company has achieved success
in determining the correct projects to take forward through dewelopment into
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construction. To date 10 sites have successfully been taken through gate 3 and, of
these, 9 sites are either in the phase of planning or about to be submitted to planning.

Site
Ground DVPMT

rights im plementation

scouting&
identification

Requlatory Support Mechanism

New wind projects constructed to date are remunerated under the Serbian FiT regime
limited to 500 MW until the 2018. However, this is expected to be changed within the
course of 2018 introducing new quota, but further information is not disclosed at the
moment ( e.g. if the FiT regime will be extended as itis or changed on the basis of an
auction based mechanism).

Auction based PPAs have become the market standard in the EU and in many other
non EU countries (Canada, South Africa, Chile, Uruguay, India, China, Brazil, Saudi
Arabia etc.) and may also represent for Serbia the next step in the transition to a
broader market-based, utility-scale deployment of wind energy generation. The
Directors believe that the potential introduction of auction based PPAs should favour
large-scale, multi-site-development, financially robust players, such as the Group's
projects.

The Directors believe also that regardless of future incentive regime (extension of
current FiT quota or introduction of auction based PPAs), the Company will benefit
from its absolute leading position and its competitive advantage over other companies
that are dewveloping projects in the wind energy area on the market.

The Company sells wind generated electrical power through long-term (12 years)
PPAs that stipulate progressive increases in prices linked to the EU CPI index. The
Company currently has 3 PPAs in place with an awerage remaining tenure of 10.7
years.

Key Strengths of the Company and the Company's business
The Company is a high quality, low marginal cost, utility-scale, independent producer
of renewable energy in Serbia. The Directors believe that the Group has a number of

key business strengths, as set out below.

a) Leading independent Serbian renewable energy generator with a broad portfolio of
generating plants

Following a successful period of expansion, the Company became the leading
non-utility renewable energy generator in Serbia and the second largest renewable
energy generator in Serbia after the state owned market incumbent EPS. The
Company produced, through the first two operating wind farms (La Picolina and Kula)
25.4 GWh and 43.9 GWh of electricity in FY16 and FY17 respectively (+73% year
over year), representing 100% of the overall wind electricity produced under the FiT
scheme in Serbia in that years. Owerall, this scale provides a unique platform for
growth.

The Group has deweloped a broad portfolio of wind power plants (10 wind farms)
across Serbia in four different locations, out of which two are already full operational
and one under construction at the date of the Prospectus. Its geographical
diversification and its pioneer approach to wind development in Serbia, have helped
the Company to ensure the connection to the distribution network for the large majority
of the Companyds wi n dhisWay thexcosnéctioa and alléwéng thd
Company to not pay the costs associated with the transmission grid, such as
transmission infrastructure capex and related fees. This cost saving represent an
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embedded value that provides the Company to: (i) to save significant costs also
towards the suppliers; (ii) execute the construction completion in faster way compared
to its current and future competitors.

b) Proven operating platform led by a highly experienced management team

The Company has strategically developed and maintained in-house all the skills and
resources it needs to run the business. This mean that all technical staff, engineers,
procurement technicians, regulatory, construction supenisory are directly employed,
or having long term cooperation agreement, by and with the Company and represent
an additional value able to utilise the know-how on the entire pipeline in development.

In deploying its Wind Business, the Company deweloped a focus on operational
excellence and associated systems and processes, which it is now applying to grow
its Wind pipeline to a similar scale and quality. The Company has also opted to focus
on majority-owned, self-managed assets, in order to have the full operational control
on the projects

The Company owns 54% of its pipeline and operating asset base and controls the
operations at its generating plants. The Company has therefore been free to invest
significantly in wind energy specialized management and engineering expertise to
ensure that the performance of the operating wind farm portfolio is optimized. All non -
OEM operations and maintenance activiti
Wind Business are planned to be brought in-house by the end of FY18 or early FY19.

The Company manages its fleet of power generating plants across all technologies
from a sophisticated, state of the art 24 hours/7 days control centre in Belgrade. This
system enables Company to optimize performance through real time monitoring and
maintenance scheduling.

The senior management team which oversee
comprises individuals with experience and expertise spanning the project
management, financing, construction and operation of wind power plants, as well as
a highly skilled and motivated staff personnel.

This significant and continuous investments in the systems and personnel enabled
the Company to progress inthe wind turbine availability levels (i.e. the amount of time
turbines are available to generate wind power) in its wind farms which is in excess of
97% in FY17.

c) Attractive and sustainable dividend policy supported by high operating margins and
strong, steady cash generation

In FY17, the Company generated consolidated EBITDA (Operating Gain plus
Depreciation & Amortization) of RSD 351 million and a corresponding EBITDA margin
of 70.7% per cent (EBITDA in the amount of RSD 98 million and EBITDA margin of
53.2% in 2016). In 2017, the Company had RSD 234 million of Operating Cash Flow
and RSD 291 million in 2016 (decrease mostly relates to subsidies in the amount of
RSD 950 million received for La Picolina project. The Directors expect this positive
cash flow trend from the business activities to continue, thanks to Wind Power cash
generation (including projects which are currently under construction, and which will
generate cash from FY19 onwards).

The Company operates and dewvelops power-generating assets in the currently most
cost effective way in Serbia, onshore wind, thus positioning the Company at a
competitive advantage. These technologies have demonstrated commercial viability
with operating costs that are stable and predictable, and power delivered at a low
marginal cost. This underpins the Company's position as a highly cash generative
business and aligns its business model with underlying Government policy of
delivering renewable electricity production at low cost to the consumer.
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The Company emphasizes that for the existing power plants in operation (Kula and
La Piccolina) the Company successfully managed to reduce the debt senice costs by
at least 2% on the existing long-term loans, due to the fact that the Lenders recognized
the performance ower the estimation and the significant decrease of risk. Moreover,
the Company managed to reduce financial costs because itagreed on better financing
terms for existing loans. Namely, due to considerably better performance compared
to the planned, the creditors agreed to lower the interest rate by more than 200 bps,
as well as significantly reduce the amount of obligatory reserves (over 50% of the
funds in the reserve account were freed). Allof this will affect the generation of a larger
amount of cash for dividend payments in 2018.

d) Supportive requlatory and market environment

The 100% of the Company's revenues are linked to European CPI index as a result
of being sold under the Serbian renewable incentive scheme (FiT) linked to the
European inflation.

e) Internal growth through build out of onshore wind dewelopment pipeline at
competitive cost per MW of installed power

Since November 2015, the Company has added over 16,5 MW of wind capacity to its
Onshore Wind Business, through the construction of two projects. It also has an
onshore wind development pipeline of over 352 MW, of which 127 MW has received
building permit and 69 MW under construction while approximately additional 120 MW
is at feasibility level. The pipeline is being actively deweloped and projects are
continuously progressed through the dewelopment and obtaining the appropriate
regulatory consents. Projects ar e al | devel oped subject
approval process, which is described below in the section 6.1.1 above (Development
process), and therefore the pace of development will depend on a number of internal
and external factors. The most advanced project in the Company's pipeline is Kosava
Phase Il, a 19 turbine fully licensed dewvelopment with capacity of up to 79.8 MW,
subject to turbine selection, which is estimated to become fully operational in FY21.

) Growt h of the Groupds business

The growth of the Company's and Group's business will be driven primarily by the
build-o u t of t he Companyéobs Wi nd Devel opme
approximately 352 MW. Out of the Wind Dewelopment Pipeline Business some 267
MW is at an advanced development stage (127 MW with building permit obtained,
out of which 69 MW under construction and approximately 140 MW where planning
applications will be soon submitted or were submitted already), while approximately
additional 120 MW is at feasibility level.

The Company is targeting the 180 MW to 230 MW of installed capacity from the Wind
Dewelopment Pipeline Business ower the next three financial years. The Directors
expect to fund app. 80 to 90% of this investment with proceeds from borrowings, while
the remaining funds to be financed through subordinated debt and t he Co mp

cash fl ow. It is the Directorsdé intent.i
of the Companyds Wi nd Devel opment Pipel
without c ompr omi si ng the Companyéos ability

dividend policy. Whilst the focus of the Group is on organic growth, acquisitive growth
would be considered on an opportunistic basis.

i) Maximizing performance

The Company has a differentiated business model, managing in-house the non-OEM
operations of its Wind Business and is therefore well positioned to maximize value
from the existing asset base (e.g. through its maintenance regime for plant and
equipment, its investment in IT systems and centralized monitoring and management
from its 24h/7days logistics centre).
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6.1.2. Description of any significant new products or services introduced, current status
of development of such product or service inthe measure itis already known by the public

There were no significant new products and/or senices that have been introduced,
having in mind the nature of the Group's business and its pioneer characteristics at
the market.

6.2. Principal markets

6.2.1 A description of the principal markets in which the issuer competes, including a
breakdown of total revenues by category of activity and geographic market for each
financial year for the period covered by the historical financial information

The Company is present on the Serbian market from 2007, since when it developed
a broad portfolio of wind power plants, i.e. 10 wind farms across Serbia in four different
locations, out of which two are already fully operational (16,5 MW of installed capacity)
and one under construction (69 MW of installed capacity) as of the date of this
Prospectus. Besides existing wind farms, the Company is simultaneously working on
development of other wind farms of 352MW of total installed power, out of which 127
MW is already consented and 69 MW is under construction.

The Company acts as a wholesaler of the electrical power it generates and does not
do business with retail customers. Its only client (in terms of sales of electricity from
renewable sources) is EPS.

Total revenue on a consolidated level has been RSD 183,921 thousand for the year
ended 31 December 2016 and RSD 496,683 thousand for the year ended 31
December 2017. In 2015, there were no revenue, given that both wind farms were
under construction. Revenue onl YWh ne201&)r {
received from EPS by wind plants fiLa Pi

The Company is part of Fintel Energia Group, whose chart is presented in Sections
7.1 and 17.2 of the Prospectus.

6.3. In the event that some extraordinary facts and circumstances had influence to the
information stated in Sections 6.1. and 6.2., describe them in detail.

There are no extraordinary facts and circumstances that had an influence on the
information stated in paragraphs 6.1. and 6.2.

6.4. Summary information on patents or licenses, material agreements or new
manufacturing processes that are materialtothe i s s u dusihess profitability. The level
of details should be proportional to the extentto which the issuer's operation is dependent
on the listed elements

Operational Expertise

The Company manages the Onshore Wind Business with the aim of improving
availability and optimizing energy yield.

The Company has secured comprehensive turbine senice agreements with the Wind
Turbine Manufacturer, including contractually fixed operation expenses profiles and
availability warranties. The Company seeks to manage these contractors to achieve
high lewvels of senice, responsiveness and health and safety standards at all times.
Site management and the balance of plant maintenance are largely performed in-
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house. This includes civil infrastructure, high woltage infrastructure, ecology,
landowner relations and all other key interfaces, on some of the sites. All remaining
non-OEM operations and maintenance activities across all the sites are expected to
be brought in-house by the end of FY18 or early FY19.

In the future, as the wind portfolio increases, the Group will consider bringing OEM
operations and maintenance activities in-house. The Company works with the OEMs
to plan senice and maintenance operations, with all planned work scheduled in the

Companyos management system. eBueemaintenanéef (¢

during low wind speed periods, improving energy capture during high wind periods.
The Company's skilled technical staff engage with the OEM supplier to identify
retrofits and improvements, which may be of benefit in delivering a higher
performance through either improved component reliability or improved power curve
characteristics.

Benefits from embedded generation _model

The Co mp a nOnghare Wind Business assets are generally embedded generating
sites as they are connected to the local distribution network. The majority are not
connected to National Grid transmission network and therefore do not understay EMS
regulations.

The exceptions are:

- Kosava Phase |, for which, according to the laws of the Republic of Serbia,
the Company had to license, design, finance build and transfer the Overhead
Lines and the Transformer Station to the domestic Transmission system
Operator; and

- Kosava Phase Il, for which, according to the laws of the Republic of Serbia,
the Company will havwe to license, design, finance build and transfer the
Owerhead Lines and the Transformer Station to the domestic Transmission
system Operator.

6.5. Statements made by the issuer regarding its competitive position on the market, with
the facts being the basis for such statement

At the date of the Prospectus, the only existing and fully functioning wind farms in
Serbia are the ones operated by the Company. Consequently, the Company does not
have direct competitors on the wind farm market at this stage. Other wind players are
present in Serbia, however, they are deweloping their own sites which are
geographically distinct from those belonging to the Company, with different
connection points served by different infrastructure (i.e. roads, bridges, ports), and
have achieved different lewels of implementation that is not conflicting with the
Companydbés devel opment progr am.

7. ORGANIZATIONAL STRUCTURE

7.1. Ifthe issuer is a part of a group (e.g. a concern) provide brief description of the group
and positions of the issuer within the group

The Company is a part of Fintel Energia Group, where FINTEL ENERGIA GROUP
S.P.A. is the mother company of the Group.

A brief ovenview of the group and the position of the Company within the group is
presented below:
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7.2. The list of subsidiary companies, including the business name, seat, percentage in
the share capital and the voting rights, if this percentage is different than the percentage

poslove Beograd.

Energobal kan

0oO. 0.

Vetropark Dunav 3 d.o.o. Beograd.

The Company has a majority stake in the following companies:

- MK-Fintel Wind Holding d.o.o. za holding poslove Beograd, where the Company
holds 53.99737% of the capital, while the remaining capital is held by MK Holding
d.o.0. za holding poslove Beograd,

- MK-Fintel Wind a.d Beograd, where the Company holds 53.99737% of the share
capital, while the remaining share capital is held by MK Holding d.o.o. za holding

MK-Fintel Wind Holding d.o.o. za holding poslove Beograd holds 100% in the
following subsidiaries, SPVs for other projects: Vetropark Kula d.o.o. Beograd,
d.
d.o.0. Beograd, Vetropark Ram d.o.o. Beograd, Vetropark Dunav 1 d.o.o. Beograd,

Beograd, Vetropark

8. PROPERTY, PLANTS AND EQUIPMENT




8.1. Information regarding any existing or planned material tangible fixed assets (material

plant,

property and equipment), including leased properties, and any major

encumbrances thereon

Property plant and equipment are detailed as follows (in RSD thousand):

Year ended 31 December 2017

RSD thousand Opening Opening  Opening net  Additions Depreciation Disposals Transfe Closing Closing Closing net
historical accumulated book amount and s historical accumulated book amount
cost depreciation impairment cost depreciation

Land 21,462 21,462 5,586 27,048 27,048

Buildings 548,760 (6,518 ) 542,242 (27,438 ) ’ ’ 548,760 (33,956 ) 514,804

Nac_hinery and 2,168,561 (35,756) 2,132,805 888- (110,936 ) ’ 805; 2,170,254 (146,693 ) 2,023,562

ec%ﬂsptrrﬁirgitoninprogless 148,341 148,341 77,391 i 225,732 225,732

Advances for PP&E 8,281 ’ 8281 255451 ’ (121 ) (805 ) 262,806 ’ 262,806

Property, plant and 2,895,405 (42,2745 2,853,131 339,317 (138,374; (121) ) 3,234,601 (180,64Q; 3,053,952
equipment

Year ended 31 December 2016

RSD thousand Opening Opening  Opening net  Additions Depreciation Disposals Transfe Closing Closing Closing net
historical accumulated book amount and s historical accumulated book amount
cost depreciation impairment cost depreciation
Land 21,462 21,462 21,462 21,462
Buildings 122,780 (6,518) 425,98 548,760 (6,518 ) 542,242
- - - - 0
Machinery and 362 (120) 242 835,710 (35,636 ) 1,332,4 2,168,561 (35,756 ) 2,132,805
equipment - 89
Constructionin progress 713,571 713,571 18,143 (583,37 148,341 148,341
- - - 3) -
Advances for PP&E 1,135,667 1,135,667 47,710 (1,175, 8,281 8,281
- - - 096) -
Property, plant and 1,871,062 (120) 1,870,942 1,024,343 (42,155) 0 0 2,895,405 (42,274) 2,853,131
eguipment

Year ended 31 December 2015

RSD thousand Opening Opening Opening net  Additions Depreciation Disposals Transfe Closing Closing Closing net
historical accumulated book amount and s historical accumulated book amount
cost depreciation impairment cost depreciation

Land 21,462 21,462 21,462 21,462
Buildings
Machinery and 362 (67) 305 63) 362 (120) 242
equipment - - -
Constructionin progress 254,106 254,106 459,465 713,571 713,571
Advances for PP&E 1,856 1,856 1,133,811 1,135,667 1,135,667
Property, plant and 277,786 G7) 277,729 1,593,276 ©3) 0 0 1,871,062 (120) 1,870,042
equipment

Buildings include civil works such as foundations of the wind farms, access roads etc.
Machinery and equipment mainly includes wind turbines and towers. The additions
for 2016 and 2015 mainly refer9 tMOW)t haen
Pi ccol.b MWD for (which the trial period commenced in February 2016 and
August 2016, respectively, and which had been previously classified as assets under
construction.

Construction in progress and advances for PP&E as at 31 December 2017, mainly
relate to investment in construction o f the fAKosavao pl ant
construction for this plant is expected in 2019.

Capital expenditure incurred during 2017, 2016 and 2015 amounted respectively to
RSD 339 million, RSD 1,024 million and RSD 1,593 million.
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The table abowe relate to PPE at consolidation level. Pledge was established on
equipment of companies Vetropark Kula d.o.0. Beograd and Energobalkan d.o.o.
Beograd in favour of Erste Bank and Unicredit Bank, respectively. Carrying value of
equipment in Vetropark Kula d.o.o. Beograd as at 31.12.2017 is RSD
1.380.629.110,69 and in Energobalkan d.o.o. Beograd RSD 1.055.753.682,37.

8.2. A description of any environmental issues that may affect the utilization of the
tangible fixed assets

Environmental issues, such as gas emission, wastewaters, noise or waste disposal
has no effects on utilization of the tangible fixed assets.

Whenever applicable under the mandatory laws of the Republic of Serbia, the Group
performed environmental assessment reports for the particular project, confirming the
abowve. The Group performed the EIA and the ESIA studies according to serbian laws,
EU standards, and Equator Principles, IFC Performance Standards (IFC PS) for those
project where such studies where required by the law or by the Finance Institutions.

9. OPERATING AND FINANCIAL REVIEW

9.1. Financial Condition
To the extent not covered elsewhere in the registration document, provide a description

operations for each year and interim period, for which historical financial information is
required, including the causes of material changes from year to year in the financial
information to the extent necessary foranunder st anding of the i
whole.

of t he i ssuer 6s fi nanci afinancda rahdition cand resalts aoh g
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Consolidated Balance sheets for the Group (RSD thousand)

31 December 2017 31 December2016 31 December 2015

NON-CURRENT ASSETS 3,184,272 2,896,346 1,960,642
CURRENT ASSETS 208,422 243,008 190,030
TOTAL ASSETS 3,392,694 3,139,354 2,150,672
EQUITY (54,075) (186,242) (208,938)
LONG-TERM PROVISIONS

AND LIABILITIES 1,839,751 1,950,661 1,164,111
SHORT-TERM LIABILITIES 1,600,238 1,362,607 1,185,810
DEFERRED TAX

LABILITES 6,779 12,328 9,689
TOTAL EQUITY AND

LIABILITIES 3,392,694 3,139,354 2,150,672

Non-current assets mainly consists of Property, Plant and Equipment ( fi P P thad )
amount to RSD 3,053,952, RSD 2,853,131 and RSD 1,870,942 as at 31 December
2017, 2016 and 2015 respectively. PPE include: civil works, wind turbines and towers
of the wind farms owned by the Group. The most significant additions to PPE during
2016 and 2015 refer to the construction of windparks:Kula (9.9 MW) and La Piccolina
(6.6 MW), while those for 2017 refer to Kosava Phase | (69 MW).
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Current assets mainly includes: a) Cash and cash equivalents (RSD 102,755
thousand, RSD 175,295 thousand and 144,794 thousand as at 31 December 2017,
2016 and 2015 respectively) and b) Prepayments and accrued income (RSD 61,981
thousand, RSD 28,181 thousand and 413 thousand in 2017, 2016 and 2015
respectively) which relate to receivables from EPS for the sale of electricity produced
from active wind farms.

Fixed assets account for 94% of total assets as at December 31, 2017 (92% and 91%
as of December 31, 2016 and 2015 respectively), and as described above, mainly
relate to investments in the construction of wind farms.

On the basis of the structural ratio (capital + loans from related parties / fixed assets),
which on 31 December 2017 amount to 30% (26% and 36% as at 31 December 2016
and 2015 respectiwely), it can be concluded that the owners hawe a significant share
in financing the construction of wind farms.

Long-term provisions and liabilities on 31 December 2017, 2016 and 2015 refer to
long-term loans obtained from AIK Bank, Erste Bank and Unicredit Bank in the amount
of RSD 1,792,500 thousand, RSD 1,883,692 thousand and RSD 1,122,390 thousand
respectiely. The | oans were obtained for fina
increases in periods related to additions to the PPE described abowe.

Short-term liabilities mainly relate to short-term loans and borrowings from parent
companies and subsidiaries and in the amount of RSD 996,441 thousand, RSD
917,921 thousand and RSD 902,648 thousand as of December 31, 2017, 2016 and
2015 respectively.

Net financial debt (Short and Long term liabilities less Other long-term financial
investments and Cash and Cash equivalents) has been increased from RSD 917,397
thousand in 2015 to RSD 1,819,892 thousand and to RSD 1,712,909 thousand in
2017 mainly due to investments made for the construction of Kula, La Piccolina and
Kosava wind farms.

The debt ratio, which shows participation of loans and borrowings from related parties
in relation to the total indebtness is 34% on 31 December 2017 (31% and 44% on 31
December 2016 and 2015, respectively) and corresponds to structural ratio described
abowe.

In the past three years, the capital has been negative mainly due to the costs incurred
during the construction of wind farms, but in the course of 2016 and 2017 it
significantly decreased due to profit (see Section 9.2), which was realised from the
sale of electricity produced at wind farms.

Consolidated income statements for the Group (RSD thousand)

Year ended
31 December
2017 2016 2015

OPERATING INCOME 496,683 183,922 62
OPERATING EXPENSES 283,685 128,213 23,434
OPERATING GAIN 212,998 55,708 .
OPERATING LOSS - - 23372
FINANCE INCOME 141,224 9,796 22,131
FINANCE EXPENSES 196,729 124,949 67,452
PROFIT FROM FINANCING OPERATIONS - - -
LOSS FROM FINANCING OPERATIONS 55,504 115,153 45,321
OTHER INCOME 920 122,387
OTHER EXPENSES 8,646 5,971 642
PROFIT BEFORE TAX 149,767 56,971
LOSS BEFORE TAX - - 69 335
INCOME TAX
I. CURRENTINCOME TAX 45,273 6,610 672
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Il. DEFERRED TAX EXPENSE FOR THE PERIOD - 6,393 14,736

11l. DEFERRED TAX INCOME FOR THE PERIOD 8,416

PERSONAL INCOME PAID TO EMPLOYER

NET PROFIT 112,910 43,968

NET LOSS - - 84,744

Operating income in 2017 increased by in 2017 due to first two wind farms (Kula and
La Piccolina) started operating in March and July 2016.

Operating margin (operating profit / operating loss) increased from 30% in 2016 to
43% in 2017 due to the fact that fixed costs contribute to operating expenses.

In 2017, Financial expenses decreased significantly from 2016 (from RSD 115,153
thousand in 2016 to RSD 55.504 thousand in 2017) mainly due to appreciation of
RSD against EUR.

9.2. Operating Results

9.2.1. Information regarding significant factors, including new and extraordinary events
(rare or unusual), materially affecting the issuer's income from operations, indicating the
extentto which income was so affected

Consolidated operating result has been increased from a loss of RSD 23,372
thousand in 2015 to a gain of RSD 55,708 thousand and RSD 212,998 thousand in
2016 and 2017 respectively, mainly due to the fact that first two wind farms (Kula and
La Piccolina) started with operations in March and July 2016 respectively.

9.2.2. Where the financial statements disclose material changesin net sales or revenues,
provide a narrative discussion of the reasons for such changes

Consolidated Revenue has increased from RSD 183,921 thousand for the year ended
31 December 2016 to RSD 496,683 thousand for the year ended 31 December 2017.
Total revenue were close to zero in 2015 given that both wind farms were under
construction. Revenue only ref er s to Fi T (elimadl?) received My,
wind plants ALa Piccolinad and AKul ao.

The increase in revenue is attributable to the following factors:

1 Increased in wlume produced from 25.443 MWh in 2016 to 43.881 MWh in
2017 due to the fact that both wind farms started with operations in March and
July 2016 respectively;

9 Higher FiT received in 2017. Based on the law in force in the Republic of Serbia,
during the dAtrial periodod ( e gridiofahe wilde
farm and obtaining of the privileged power producer status) wind farms receive
half of the FiT. Kula and La Piccolina reached the PPP status in October 2016
and January 2017, respectively. After trial period, a full FiT was received.

9.2.3. Information regarding any governmental, economic, fiscal, monetary or political
policies or factors that have materially affected, or could materially affect, directly or
indirectly, the issuer's operations

Please refer to the Section 4.1 of the Registration document (Company risks relating
to the regulatory environment and the Serbian power market)
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10. FINANCIAL RESOURCES

10.1. Information concerning the i s s u dinad@ng resources (short-term and long-term)

Information concerning financing resources from banks and financial
institutions according to consolidated financial statements

Here an oweniew of the short-term and long-term obligations per year in RSD

thousand, for the relevant financial periods:

Residual debt

_ at
Beneficiary company 31 December Long term Short term Maturity
2017
Vetropark Kula 1,129,287 1,035,164 94,124 2026
Energobalkan 678,724 619,363 59,361 2021
Fintel Energija 137,973 137,973 - 2024
1,945,985 1,792,500 153,485
Residual debt
Beneficiary company at .
31 December Long term Short term Maturity
2016
Vetropark Kula 1,269,169 1,176,326 92,843 2026
Energobalkan 769,232 707,366 61,866 2021
2,038,402 1,883,692 154,709
Residual debt
Beneficiary company at .
31 December Long term Short term Maturity
2015
Vetropark Kula 1,151,891 1,122,390 29,501 2026
1,151,891 1,122,390 29,501

Loan granted to Vetropark Kula refers to the financing received in 2015 from Erste
Bank for the development and construction of the Kula wind farm. Its maturity is of 12
years and interest rate is variable plus spread.

Loan of Energobalkan refers to the financing received from Unicredit Bank for the
development and construction of La Piccolina wind farm. Its maturity is of 6 years and
interest rate is fixed. First draw down of the loan has been made in 2016.

Loan of Fintel Energija refers to the financing received from AIK Bank in 2017 for the
development and construction of Kosva wind farm. Its maturity is of 6 years and
interest rate is fixed.

Information concerning financing resources from the Parent and related parties
according to consolidated financial statements.

Also, financial liabilities to the parent and related legal persons amount to RSD
496,921 thousand as at 31.12.2017. (RSD 518,481 thousand as at 31.12.2016. and
RSD 510,537 thousand as at 31.12. 2015.) relates to loan from the parent company
Fintel Energia Group S.p.a. provided to Fintel Energija a.d. and MK-Fintel Wind a.d.
The loans are interest bearing.

As at 31 December 2017 amount to RSD 513,822 thousand (RSD 414,256 thousand
as at 31.12.2016. and RSD 406,706 thousand as at 31 December 2015) relates to
financial liabilities to MK Group, owner of minority stake in the Subsidiaries: this
amount consists of loans approved for financing of wind parks in Serbia.
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10.2. An explanation of the sources and amounts of and a narrative description of the

issuer's

cash flows.

Ower the last three financial years EBITDA (Operating Gain plus Depreciation &
Amortization), on a consolidated lewvel, has increased from a negative result of RSD
23,31 million in FY15 to a positive result of RSD 42 million and of RSD 351 million in
FY16 and FY 2017 respectively.

Operating Cash Flow has increased from a net cash outflow of RSD 60 million in FY15
to a net cash inflow of RSD 291 million in FY 2016 and of RSD 234 million in FY17,
as a result of the strong cash flow generation of the growing onshore wind portfolio,
continued investment and operational enhancements delivered by the Company. The
Company énhg cashtflawo profile is underpinned by the established regulated
renewable support schemes (FiT) that provide a high degree of certainty and inflation
linkage for its future earnings.

In addition, the Company will continue to pursue active programs of management of
the internal and external costs to ensure that the Company continues to deliver low
marginal cost power generation. In FY17, the Company implemented the cost saving
plan, which is expected to fully apply starting from FY18 onwards. The Directors
expect that the Group cost of production of senices, which amounted to RSD 50,78
million for FY17, will be lower going forward taking into account the cost savings
achieved from hiring consultants for the financial closing of the Company's largest
project financing to date (reported within administrative expenses) which are not
expected to reoccur.

The Co mp a nopréerst cost base is adaptable to market changes, with 48% of its
cost base (including depreciation) correlated to changes in revenue (e.g. the payment
of third party senices) or operating activity (e.g. repairs and maintenance) or is
otherwise controllable by management.

10.3. Inf

ormation on good standing and funding structure of the issuer

The Company has a strong ability and proven track record in regular payment of debt
as well as in contracting the new financing for its wind business dewvelopments, given
the cash generative nature of the business. The Company has also built strong
relationships with national, international, commercial and institutional lenders to put in
place debt facilities for its Onshore Wind investments.

In December 2017, the Company signed the Facility Agreement for financing of its
largest construction to date, the 69 MW Kosava project. The Facility Agreement has
been provided by a syndicate of banks and the lenders have security over the project
SPVés underl yi ng o peinclading buhretl limited totde nmeorsgage
over the facility under construction and real estate in the ownership of MK-Fintel Wind
a.d, pledges ower its movables, accounts and receivables (as specifically defined in
the Facility Agreement) as well as the pledge over all the shares inthe SPV, MK Fintel
a.d. In addition, the SPV (MK-Fintel Wind a.d), Company, Fintel Energia Group SPA,
MK Holding d.o.0. and Fintel Energija a.d. shall also provide pledge ower its right, title
and interest in and to the Subordinated Loan Agreements to which they are parties
to. Finally, the SPV (MK-Fintel Wind a.d) shall provide security assignment over its
right, titleand interest in and to each Hedging Agreement, Turbine Supply Agreement,
each Vestas Guarantee, the Advance Payment Bond and the O&M Agreement (to be
governed by German law, save for the security relating to Hedging Agreement(s)
which shall be governed by English law).

As at 31 December2017, the Company registered a net debt of RSD 1,713 million,
and net debt / EBITDA (before operating exceptional items) ratio of 4,87 times.

—
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Liquidity ratio (Current assets/ current liabilities) amounted to 0.13, 0.18 and 0.16 as
at 31 December 2017, 2016 i 2015 respectively. It is at the low level due to liabilities
to the parent and related companies.

10.4. Information regarding all restrictions on the use of capital resources that have
materially affected, or could materially affect, directly or indirectly,the i s s u epefatons

There are no such restrictions, as to the knowledge of the Issuer.

10.5. Information regarding the anticipated sources of funds needed to fulfil commitments
referred to in Sections 5.2.3 and 8.1

sharehol derséo | ormother gampany Eirdell Eneogia Grioup sSpA, ltaly
and from AIK Bank.

On February 27 2018, the subsidiary MK-Fintel Wind A.D. Beograd has concluded a
financing agreement worth EUR 81.5 million for the construction of the wind farm
Kogava Phase | iFor pwpposg afaconstr@&cton, bainieh. started in July
2017, Fintel Energija A.D., previously had a loan from AIK Bank.

The total value of the investment for the aforementioned project is EUR 117 million
(of which EUR 10.9 million was invested during the first quarter of 2018). Investments
will be partly financed by a loan, in the amount of EUR 81.5 million, which refers to a
syndicated loan received from Erste Group Bank, Erste Bank Srbija, Austrian
Dewelopment Bank (OeEB), Unicredit Serbia and Zagrebacka Banka.

The Company has received funds i n or der to carry on th

11. RESEARCH AND DEVELOPMENT, PATENTS AND LICENCES

Wherematerialt o t he i ssuer 6s b uadescepien ohtmedssuemscreseaech
and developmentprograms for each financial year for the period covered by the historical
financial information, including the amount spent on research and development activities
financed by the issuer.

There are no programs of researches or development that are relevant for the
operations of the Company.

There are no registered patents or licenses of the Company.

The Company manages, monitors and controls its generating plants from a 24h/7
days <central control centeme ré¢dde avLo
Belgrade. The Company has adopted a senice model under which none of its plants
is manned on a continued basis. The operating assets are managed by a team of four
persons, the majority of whom operate remotely. These personnel execute a program
of preventive maintenance and ongoing operational tasks under the schedule set
centrally by the Logistics Control Centre through the Vestas asset management
software and respond to unscheduled breakdowns. The remote monitoring is based
on the universally adopted SCADA system which can be used across various
generation technologies. This enables the Company to track, in real time, turbine and
generator performance, including faults, breakdowns and any other issues that might
occur. Wind turbines can be remotely started and switched off from the Logistics
Control Centre, awiding the need to dispatch a technician on location if a minor fault
occurs.

g
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12. TREND INFORMATION

12.1. The most significant trends in production, sales and inventory, and costs and selling
prices since the end of the last financial year to the date of the Registration Document

There is no such trends applicable to the Company's business as it is by its nature
innovative.

12.2. Information on all known trends, uncertainties, demands, commitments or events
that are reasonably likely to have a material effect on the issuer's development for at least
the current financial year.

There is no such information.

13. PROFIT FORECASTS OR ESTIMATES

If the Issuer decides to include any profit forecast or a profit estimate, the Registration
document must contain Sections 13.1, 13.2, 13.3. and 13.4.

14. MANAGING OF THE COMPANY

14.1. Members of the management

Names, business addresses and functions performed by the following persons in the
issuer:

a) members of the management and supervisory bodies,

b) founders, if the issuer is established for a period of less than five years,

V) each senior manager, that is relevant to assessing the professional knowledge and
experience in management of the issuer's business.

For all the above mentioned persons, important operations they perform outside the
issuer, which may be of effect to the issuer, are presented.

Also, itis necessary to indicate the possible family relationship of those persons.

For eachmember of the administrative, managerial or supervisory authority of the issuer
or any person referred to in (v) of the first sub-item, provide details of the appropriate
managerial knowledge and experience of that person with the following information:
a)the names of all the companies inwhich that person wasamember of the management
or supervisory bodies, at any time in the previous five years, with a note indicating
whether that person is still a member of those authorities. It is not necessary to list all
the subsidiaries of the issuer in which that person is also a member of the management
or supervisory bodies;

b) convictions for commercial criminal offenses in the last five years;

v) details of all bankruptcy and liquidation proceedings in relation to which the person
referred to in points a) and v) of the first sub-item has been linked to performing the said
functions in a company for the last five years;

g) details of all official charges or sanctions by judicial or regulatory authorities
(including certain professional bodies) to persons from a)to v) from the first sub-item,
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as well as information whether the court decision has ruled that such person was
excluded from or prohibited to work in such bodies, for a period of at least the last five
years. If there is no such information to be published, a statement must be given in that

regard

The Board of directors of the Company consists of:
Tiziano Giovannetti,

Claudio Nardone - chairman,

Luka Bjekovic,

Paolo Martini.

Business addresses of all above persons are at the seat of the Company, in Belgrade,
Bulevar Mihaila Pupina 115e.

Brief information about the expertise and the references of the members of the
Board of Directors

Tiziano Giovannetti has acted as the Managing director of the Company since 27
June 2007 and also CEO, the founder and the largest shareholder of Fintel Energia
Group SPA, the sole shareholder of the Company.

Claudio Nardone was appointed to act as Senior Independent Director in April 2018
and he currently serves also as Senior Independent Director of Fintel Energia Group
SPA. Mr. Nardone has ower 15 years of experience in investment and
merchant banking and has acted as principal in several corporate finance deals (M&A,
Debt-Equity fund raising, etc.), equity capital market operations (IPOs, Capital
increase of listed companies etc.) and direct private equity investments. Mr. Nardone
is also currently CEO of Vegagest SGR, a large investment fund asset manager,
Managing director of Europa Investimenti Group, an Italian investment house focused
on distressed and NPLs investments. In the past he was CEO of Mediacontech SPA,
a media public company listed in the Milan Stock Exchange and Investment director
of some Italian merchant banks. Mr. Nardone holds a BA in finance at Bocconi
University in Milan and Managing Corporate Finance.

Luka Bjekovic was appointed to actas Senior Independent Director in April 2018 and
he currently serves also as Member of the Management Board and Head of M&A of
MK Group d.o.o, the largest privately held business conglomerate of Serbia and
co-investor in the Company& wind dewelopments. Mr. Bjekovic has finalized
transactions for over EUR 200 million over the last 5 years both on the sell and the
buy side and has deweloped particular skills in overseeing complex financial analysis

and modeling rel at ed joited MWGrdup in RDA2, fBllpweng biy i

graduation from the University of Belgrade with a degree (BEc) in Accounting,
Auditing and Financial Management.

Paolo Martini was appointed to act as Senior Independent Director in April 2018. He
currently serves also as Senior Independent Director of Fintel Energia Group. Mr.
Martini has over a decade of experience in the Energy Industry and currently is CEO
of BE Power a company of Building Energy Holding LTD, a multinational renewable
energy producer of which Mr. Martini has been Chief Strategy Office since February
2015. Paolo Martini has dewveloped a proven capability in strategy and international
business dewelopment, raising capital and team building. Paolo holds a MBA in
Business Administration from Bocconi University, Milan and is a member of the
Advisory Board of Italian Council for Sustainable Innovation.

Board's Composition and Independence

The Board of Directors consists of the General manager and the legal representative
of the Company (Tiziano Giovannetti) and 3 non-executive directors that are
independent in accordance with the Articles 387 paragraph 3 and 392 of the
Companies Act.
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Directors are committed to the highest standards of corporate gowvernance and
maintaining a sound framework for the control and management of the business.

Board of Directors has duties and competences as defined in the Article 398 of the
Companies Act. Executive director (Tiziano Giovannetti) is competent for the
management of the Company and is a legal representative of the Company, while
non-executive directors are competent to supenise the work of executive directors,
propose the business strategy and supenise their implementation. The Board is also
responsible for ensuring the maintenance of a sound system of internal control and
risk management (including financial, operational and compliance controls, and for
reviewing the owerall effectiveness of systems in place), and for the approval of any
changes to the capital, corporate and/or management structure of the Company.

In addition, the Company has a highly experienced wind development team based
principally in Belgrade, with extensive experience in site dewelopment, project
construction, contracting, M&A and refinancing. The wide range of capabilities reflects
management 6s strat egy ochousebto provide a matforenafrpra
which the business would be further grown. While the focus of the Company is on
organic growth, acquisitions would be considered as an opportunity as well.

There are no family relationships between the abowe listed directors.

None of the above persons has, for at least the previous five years, been:
- convicted for commerce related criminal offenses;
- associated with any bankruptcies or liquidations;
- declared a sanction or official public incrimination nor it was disqualified by a
court from acting as a member of such management bodies.

14.2. Conflict of interest

Conflicts of interests management and supervisory bodies and member of senior
management

Potential conflict of interest of the persons listed in Section 14.1 with respect to their
private interests and their other duties. In the event that there are no such conflicts, a
statement to that effect must be made.

List any potential arrangement or understandings with major shareholders, customers,
suppliers or others, pursuant to which any of the above person from Section 14.1 was
selected as a member of the management or supervisory bodies or member of senior
management.

Present details of any restrictions agreed by the above persons from Section 14.1 on
transfer, within a certain period of time, of their participation in securities of the issuer

There are no conflict of interest between any duties of the persons stated in Section
14.1. within the Company and their private interests.

No agreements or arrangements with the largest shareholders, clients, suppliers or
other persons exist, on basis of which any person referred to in Section 14.1. was
elected as a member of the Board of Directors.

There are no limitations agreed by the persons referred toin Section 14.1. on transfer
of their participation in the securities of the Issuer for a specified period of time.

15. REMUNERATION AND BENEFITS

List the amount of remuneration paid and any benefits granted by the issuer to the
persons referred to in Section 14.1. in the period of the last financial year
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15.1. The amount of compensation and remuneration (including any potential or deferred
compensation) and non-cash benefits granted by the issuer, including its related parties,
to such persons for all forms of work and services, thatany person provides to the issuer
and affiliated companies. The specified information must be given individually for each
person

The abowve persons (apart from Tiziano Giovannetti) has been appointed in 2018, so
there were no any remuneration/ benefits paid to them for any senices rendered in
the last financial year. In the last full financial year, no remuneration was paid to
Tiziano Giovannetti.

15.2. The total amounts set aside or accrued by the issuer or the affiliated companies to
provide pension, retirement or similar benefits.

There are no amounts set aside or accrued by the Company or the Subsidiaries to
provide pension, retirement or similar benefits tothe persons referred to in 14.1.

16. BOARD PRACTICES

In relation to the last completed financial year, with respect to the persons referred under (a) in
Section 14.1:

16.1. Date of expiration of the current term of the mandate and the period during which
the person has served in that capacity

Tiziano Giovannetti was appointed for the first time on 27 June 2007 for an indefinite
period of time

Other listed directors were appointed for the first time on 12 April 2018 and for the
period of 3 years.

16.2. Information on service agreements of the members of the management and
supervisory bodies concluded with the issuer or any of its affiliated companies, which
provide benefits upon termination of employment. If there are no such agreements, a
corresponding negative statement is required

There are no senice agreements concluded between the Company or any of the
Subsidiaries with the persons referred under Section 14.1 providing for any benefits
upon the termination of their agreements with the Company.

16.3. Information about the issuer's audit committee and remuneration committee,
including the names of committee members and a summary of the terms of reference
under which the committee operates

The Company has no audit committee and remuneration committee as it is a
non-public joint stock company. Once the Company becomes a public joint stock
company, appropriate harmonization of the corporate bodies will be undertaken.
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16.4. A statement of the issuer on compliance with the corporate governance standards.

The Company has, due to the fact that it is preparing to become public, adopted the
Code of Corporate Gowvernance on 19 April 2018, which is available at the Company's
website (https://www.fintelenergija.rs/en/company-s-internal-acts).

The Company continuously monitors the changes and the dewelopments in the area
of corporate gowvernance with the aim of continuous improvement of relations with its
shareholders, investors and the owerall public, introducing high standards in mutual
communication.

17. EMPLOYEES

17.1. Either the number of employees at the end of the period or the average for each
financial year for the period covered by the historical financial information up to the date
of the Registration Document (and changes in such numbers, if material) and, if possible
and material, a breakdown of persons employed by main category of activity and
geographic location. If the issuer employs a significant number of temporary employees,
include disclosure of the number of temporary employees on average, during the last
financial year

As of 31 December 2017, the Company has no employees, while in all the
Subsidiaries there is in total 5 employees as of 31 December 2017.

17.2. With respect to each person referred to in Section 14.1. state information as to their
potenti al shar e iandang share ogiiesns everairsessuer 6 s shar ¢
latest possible date

Tiziano Giovannetti does not hold shares in the Company, but indirectly owns shares
in the Company, by holding indirectly 78% of shares in Fintel Energia Group SPA, the
sole shareholder of the Company.

The other persons referred to in the Section 14.1. do not own shares or option to
acquire share of the Issuer.

55



HOPAFI S.r.l, | i OTHER INVESTORS

86,22% | 13,78%
|
FINTEL ENERGIA GROUP S p.A x
DEVELOPMENT EPC - O&M
ELECTRICITY & GAS ENERGY PRODUCTION Engmneering P‘m""-"-
Contracting
! L 4 /
FINTE. GAS SITA EXERCY 3 POLLENZ A SOLE Sil AGRCENERCIE 34 ENERGCCALIEN
ELuce s N part N pant Land PENUWARLES 50
1903 s 7" % haly
5%
MOUKRETTO S MIMIDOLICA QUALITAGRO 81l ENERGCCATEN Lid
Nopart MANCIAGIAMA Land Lagunescing « LIK
oo, Wnd (L 263%
51%
TERRITORI Sil SONE CHIENT! 64 MINTEL TOSCAMA S4 INIRCOCACIN DOC
PVt By plant Prplae Serbia
ms 100% = 518
FINTEL ENFRGLIA A7 | MK FINTEL WD AD | ENSRGORALKAN
Serbia W Sabi 002
100% S0 Sertin
VETROPARM YETROPARK
KULA DCO DUNAY T DOD
Sertea BT
a4 LT3
VETROPARK VETROPARK
RAN DOO TORAK DCO
Sertin Jwzie
4y M
NEKANTEL WIND SELSOLAR
DING DCC MONTESANCIUSTO
il Py plent
an

17.3. A description of all arrangementsin connection with possibility of the employees to
acquire issuero6s shares

Currently, no employees of the Company hold the shares in the Company.

It is planned that the Company, as soon as it becomes a public joint stock company,
adopts an incentive pl an (Al ncenti ve Pl anod), a cl ¢

reserved to employees, directors and t he t op managemen
Management 0) . The Incentive Plant wil!/
if certain terms and conditions are met,an amount of new i ssuf¢

dedicated to the Incentive Plan. The Incentive Plan will provide the Recipient
Management to be assigned upto 300,000 Companyés shares
be, of the affiliated entities of the Company) over a period of 5 years, subject to the
achievement of selected key results.

18. MAJOR SHAREHOLDERS
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18.1. The name of any person who, directly or indirectly, has an interest inthe i ssue
capital or voting rights which is notifiable under Article 57 of the Capital Market Act,

together with the amount of each such person
provide an appropriate negative statement

The sole shareholder of the Company is FINTEL ENERGIA GROUP S.P.A., with its
registered seat in ltaly, Via Fermi 19, 620101, Pollenza (MC), registration number
02658620402, holding 100% of shares in the Company.

18.2. Whether the issuer's major shareholders have different voting rights, or an
appropriate negative statement

All shares of the Company give the same woting rights.

18.3. To the extent known to the issuer, state information about the person that has
controlling position in the issuer, describe the nature of such acquired position and
describe the measures in place to ensure that such control is not abused at the expense
of the issuer

The Company is controlled by the sole shareholder in full compliance with the
Companies Act and other applicable Serbian regulation.

18.4. A description of any arrangements, known to the issuer, the operation of which may
at a subsequent date result in a change in control of the issuer

To the best of the Company's knowledge, there are no such arrangements.

19. RELATED PARTY TRANSACTIONS

Disclose financial transactions of the issuer and affiliated persons performed in the
period covered by the historical financial information, and:

a) the nature and the extent of transactions, if any of the transactions was not in the
best interest for one of the parties explain reasons for such transaction,

b) the amount or the percentage that affiliated party transactions represent in the
i S S udurndweer.

The list of related party transactions
Related party transactions - Consolidated Financial Statements
As previously indicated, the Group is a subsidiary of Fintel Energia Group SpA.

A summary is provided below of the Group's transactions with related parties in 2017,
2016 and 2015. All transactions with parties are entered into at market value.

As of 31 December 2017, 31 December 2016 and 31 December 2015 the outstanding
balances with related parties were as follows:
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| At 31 December 2017 |

Parent's
Parent subsidiaries T
otal
Company and
associates

RSD thousand

Short-term loans - 10,674 10,674
Trade and other payables (29,879) (54,395) (84,274)
Other current liabilities (119,082) - (119,082)
Short-term debt and current portion of

long-term debt (482,619) - (482,619)
Long-term debt (14,217) - (14,217)
Total (645,797) (43,721) (689,518)

| At 31 December 2016 |

Parent's
Parent subsidiaries
Total
Company and
RSD thousand associates
Short-term loans - 11,431 11,431
Trade and other payables - (53,378) (53,378)
Other current liabilities (90,448) - (90,448)
Short-term debt and current portion of
long-term debt (503,665) - (503,665)
Long-term debt (14,817) - (14,817)
Total (608,929) (41,947) (650,876)
| At 31 December 2015 |
Parent's
Parent subsidiaries Total
Company and
associates

RSD thousand
Short-term loans - 780 780
Trade and other payables - (14,839) (14,839)
Other current liabilities (67,873) - (67,873)
Short-term debt and current portion of
long-term debt (495,942) - (495,942)
Long-term debt (14,595) - (14,595)
Total (578,411) (14,059) (592,470)

fShort-term loansfirefer to loans which Group provided to other related parties

ATrade and o trefereto payatdeg arisingetawards Majority shareholder for
consulting senvices.

Aot her c ur r eefert to dcdurautaied unpaid eterést on loans received from
the Majority shareholder.

fiLotngr m aferkddldans received from the Majority shareholder.

For the year ended 31 December 2017, 2016 and 2015 the following transaction
occurred with related parties other than state and state-owned companies:

| At 31 December 2017 |
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Parent's

Parent subsidiaries
Total
Company and
associates

RSD thousand
Revenues - - -
Other revenues - - -
Selling, general and administrative
expenses - (29,736) (29,736)
Other income (expenses), net - - -
Finance expense (32,312) - (32,312)
Total (32,312) (29,736) (62,048)

| At 31 December 2016

Parent's
Parent subsidiaries
Total
Company and
associates

RSD thousand
Rewvenues - - -
Other revenues - - -
Selling, general and administrative
expenses - (14,993) (14,993)
Other income (expenses), net - - -
Finance expense (33,310) - (33,310)
Total (33,310) (14,993) (48,303)

| At 31 December 2015

Parent's
Parent subsidiaries
Total
Company and
associates

RSD thousand
Revenues - - -
Other revenues - - -
Selling, general and administrative
expenses - - -
Other income (expenses), net - - -
Finance expense (32,799) - (32,799)
Total (32,799) - (32,799)

fBelling, general and administrative expenseso relates to management senices from

related parties.
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AiFi nance expenseo relates to i nt etheeParent €
company (Majority shareholder).

Realated party transactions i Standalone Financial Statements

As of 31 December 2017, 31 December 2016 and 31 December 2015 the outstanding
balances with related parties were as follows:

| At 31 December 2017 |

Parent's
Parent s_ub5|d|ar Subsidiar
ies and - Total
Company . ies
associat
RSD thousand es
Short-term loans - - 446,219 446,219
Other current assets - - 55,692 55,692
Other current liabilities (123,422) - - (123,422)
Shareholder's loan (329,088) - - (329,088)
Total (452,510) - 501,911 49,401
| At 31 December 2016 |
Parent's
Parent s_ub5|d|ar Subsidia
ies and . Total
Company : ries
associat
RSD thousand €s
Short-term loans - - 324,563 324,563
Other current assets - - 37,748 37,748
Other current liabilities (48,197) - - (48,197)
Shareholder's loan (343,654) - - (343,654)
Total (391,851) - 362,311 (29,540)
| At 31 December 2015 |
Parent's
Parent s_ub3|d|ar Subsidia
ies and . Total
Company : ries
associat
RSD thousand €s
Short-term loans - - 306,998 306,998
Other current assets - - 16,608 16,608
Other current liabilities (27,960) - - (27,960)
Shareholder's loan (338,324) - - (338,324)
Total (366,284) - 323,606 (42,678)

Short-term loans relate to loans which the Company provided to other related parties

ATrade and ot her p ay a laidsiagtowards|tree tParent conmpany a
(Majority shareholder) for consulting senvices.

Aot her current l'iabilitiesodo rel at emceited
from the Majority shareholder.

ALomgrm debt o rel ates t dMajoritysharsholdee c ei ved

For the year ended 31 December 2017, 2016 and 2015 the following transaction
occurred with related parties other than state and state-owned companies:

| At 31 December 2017
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Parent's
subsidiari

Parent Subsidiari
es and Total
Company associate es
RSD thousand 5
Revenues - - - -
Selling, general and administrative
expenses (29,879) - - (29,879)
Finance income - - 18,945 18,945
Finance expense (19,147) - - (19,147)
Total (49,026) - 18,945 (30,081)
| At 31 December 2016 |
Pare_n_t's_
Parent subsidiari Subsidiari
es and Total
Company associate es

RSD thousand 5
Revenues - - - -
Other revenues - - - -
Finance income - - 20,826 20,826
Finance expense (19,718) - - (19,718)
Total (19,718) - 20,826 1,108

| At 31 December 2015 |

Parent's
Parent Slé?;ﬂ?” Subsidiar Total
Company associate les
RSD thousand S
Revenues - - - -
Other revenues - - - -
Finance income - - 16,609 16,609
Finance expense (19,409) - - (19,409)
Total (19,409) - 16,609 (2,800)

fSelling, general and administrative expensesd r el at es t o ma rfrang €
related parties.

AiFi nance expenseo relates to i nt etheeParent €
company (Majority shareholder).

Remuneration of Fintel A.D. directors

No remuneration exists that is payable to the Managing Director in 2017, 2016 and
2015. Tiziano Giovannetti acts as sole director in of Fintel Energija's subsidiaries
without any further remuneration.

20. FI NANCI AL I NFORMATI ON CONCERNI NG THE
LIABILITIES, FINANCIAL POSITION AND PROFITS AND LOSSES

20.1. Historical Financial Information

Include audited historical financial information covering the last three financial years
and the audit report for each year, pursuant to the regulations governing preparation of
financial statements (if the issuer did business in a shorter period of time, then for such
period)
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Audited financial statements are given in the Section 20.3 below.

20.2. Pro forma financial information

In the event of a material change or anticipation of a change in financial information, that
could be caused by a particular transaction/business, describe the way in which the
transaction/business could affect the assets and liabilities, as well as the issuer's
income, if such transaction/business was carried out at the beginning of the reporting
period or on the reporting date. Pro forma financial information must be confirmed by

the report of a certified auditor

No pro-forma financial information will be provided in the Prospectus.

20.3. Financial statements

If the Company prepares both own and consolidated annual financial
statements, include at least the audited consolidated and non-consolidated
annual financial statements in the Registration Document.
The Registration Document must include the annual report of business
operations of the Company, prepared by the management.
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INDEPENDENT AUDITOR'S REPORT
To the Owner of Fintel Energija a.d.

We have audited the accompanying financial statements of Fintel Energija a.d. (the .Company”) which
comprise the balance sheet as of 31 December 2017, 2016 and 2015 and the income statement, statement of
other comprehensive income, statement of changes equity and cash flow statement for the years then ended
and notes, comprising a summary of significant accounting policies and other explanatory information.

Management'’s responsibility for the financial staterments

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the requirements of the Law on Accounting and accounting regulation effective in the
Republic of Serbia, and for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error,

Auditor's responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with the Law on Auditing and auditing regulation effective in the Republic of Serbia.
This tion require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonablencss of accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.

wébeliuﬁhl the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of the
Fintel Energija a.d. as of 31 December 2017, 2016 and 2015, and of its financial performance and its cash flows
for the years then ended in accordance with the requirements of the Law on Accounting and accounting
regulation effective in the Republic of Serbia,

~
Steraterhdure Gopesr o 53
PricewaterhouseCoopers d.o.0., Beograd

me&l le

Milivoje Nesovié
Licensed Auditor

Belgrade, 10 April 2018

T: +381 11 3302 100, F:+381 11 3302 101, waeio,pux.rs
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BALANCE SHEET
In RSD thousand

31 31 31
AOP Note December December December
2017 2016 2015
A. SUBSCRIBED CAPITAL UNPAID 0001 . - .
B. NON-CURRENT ASSETS 0002
(0003 + 0010 + 0019+ 0024 + 0034) 16,014 16,014 16,014
L INTANGIBLE ASSETS (0004+0005+0006+0007+0008+0009) 0003 - - -
1. Development investments 0004 . - -
2. Concessions, licenses, software and other rights 0005 - - -
3. Goodwill 0006 - - -
4. Other intangible assets 0007 - - -
S. Intangible assets under development 0008 . - -
6. Advances for intangible assets 0009 . . .
Il PROPERTY, PLANT AND EQUIPMENT z s 2
(001140012400134001440015+0016+001740018) 0010
1. Land 0011 . . .
2. Bulldings 0012 . = 2
3. Machinery and equipment 0013 . - -
4. Investment property 0014 - - -
5. Other property, plant and equipment 0015 - - -
6. Construction in progress 0016 - . -
7. Investments in leased PP&E 0017 . - -
8. Advances for PP&E 0018 - - -
111, BIOLOGICAL ASSETS (0020+0021+40022+40023) 0019 - - -
1. Forest farming 0020 . - -
2. Livestock 0021 - - -
3. Biological assets in production 0022 . . .
4. Advances for biological assets 0023 . - -
IV. LONG-TERM FINANCIAL INVESTMENTS
(0025+0026+0027+0028+0029+0030+4003140032+40033) 0024 16,014 16,014 16,014
1. Investments in subsidiary 0025 8 16,014 16,014 16,014
2. Investments in joint ventures 0026 . . .
3. Investments in other legal entities and other available for sales 0027 . R .
financial assets
4. Long term investments in parent and subsidiaries 0028 - - -
5. Long-term investments in other related parties 0029 - - -
6. Long-term investments - domestic 0030 - - -
7. Long-term investments - foreign 0031 - - -
8. Securities held to maturity 0032 - - -
9. Other long-term financial investments 0033 - - -
V. LONG-TERM RECEIVABLES ] ) .
(0035+0036+0037+0038+0039+0040+0041) 0034
1. Receivables from parent company and subsidiaries 0035 - - .
2. Receivables from other related parties 0036 . . .
3. Receivables from sale of goods on credit 0037 . . -
4. Receivables arising out of finance lease contracts 0038 . - .
5. Claims arising from guarantees 0039 . . .
6. Bad and doubtful receivables 0040 . - -
7. Other long-term recelvables 0041 . - -
C. DEFFERED TAX ASSETS 0042 - - -
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BALANCE SHEET (CONTINUED)
In RSD thousand

31 3 31
AOP Note December  December December
2017 2016 2015
D. CURRENT ASSETS 0043
(0044+0051+0059+0060+0061+0062+0068+0069+0070) 503,793 367,574 343,671
I INVENTORY (0045+0046+0047+0048+0049+0050) 0044 497 497 568
1. Materials, spare parts and tools 0045 . - -
2. Work in progress 0046 . . .
3. Finished goods 0047 - - -
4. Merchandise 0048 - - -
5. Assets held for sale 0049 - - -
6. Advances for inventory and services 0050 497 497 568
II. TRADE RECEIVABLES R R R
(0052+40053+0054+0055+0056+0057+0058) 0051
1. Domestic trade receivables - parents and subsidiaries 0052 - - -
2. Foreign trade receivables - parents and subsidiaries 0053 - - -
3. Domestic trade receivables - other related parties 0054 . . .
4. Foreign trade receivables - other related parties 0055 - . .
5. Trade receivables - domestic 0056 - - -
6. Trade receivables - foreign 0057 - - -
7. Other trade receivables 0058 - . .
111. RECEIVABLES FROM SPECIFIC OPERATIONS 0059 « - -
IV. OTHER RECEIVABLES 0060 - . .
V. FINANCIAL ASSETS AT FAIR VALUE THROUGHT PROFIT OR 0061
LOSS . = a
VI. SHORT TERM FINANCIAL INVESTMENTS
(0063+0064+0065+0066+0067) 0062 446,219 324,563 306,998
1. Short-term loans and investments - parent companies and
subsidisries 0063 9 437,170 313132 306,218
2. Short-term loans and investments - other related parties 0064 10 9,049 11431 780
3. Short-term loans and investments ~ domestic 0065 . . .
4. Short-term loans and investments - foreign 0066 . . .
5. Other short-term loans and investments 0067 - . -
VIL. CASH AND CASH EQUIVALENTS 0068 11 108 3479 18,094
VIIL. VALUE ADDED TAX 0069 12 1,277 1,287 1,403
IX. PREPAYMENTS AND ACCRUED INCOME 0070 12 55,692 37,748 16,608
E. TOTAL ASSETS (0001+0002+0042+40043) 0071 519,807 383,588 359,685
F. OFF-BALANCE SHEET ASSETS 0072 - - .
A EQUITY (0402+0411-0412+0413+0414+0415- 0401 . 2 4
0416+0417+0420-0421)
LEQUITY (04034040440405+040640407+0408+0409+40410) 0402 13 3,825 817 817
1. Share capital 0403 13 3,825 . .
2. Stakes of limited liability companies 0404 13 - 817 817
3. Stakes 0405 - - -
4. State owned capital 0406 - . -
5. Socially owned capital 0407 . . .
6. Stakes in cooperatives 0408 - . .
7. Share premium 0409 - . -
8. Other capital 0410 - = =
11, SUBSCRIBED CAPITAL UNPAID 0411 - - =
111. OWN SHARES 0412 - - .
IV. RESERVES 0413 - - .
V. REVALUATION RESERVES FROM VALUATION OF 0414 . ) A
INTANGIBLES, PROPERTIES, PLANT AND EQUIPMENT
VI. UNREALISED GAINS FROM SECURITAS AND OTHER 0415 . . R
COMPONENTS OF OTHER COMPREHENSIVE INCOME
VIL. UNREALIZED LOSSES FROM SECURITIES AND OTHER 0416 5 > -
COMPONENTS OF OTHER COMPREHENSIVE INCOME
VIII. RETAINED EARNINGS (0418+0419) 0417 - - -
1. Retained earnings from previous years 0418 « . .
2. Retained earnings from current year 0419 . . .
IX. NON-CONTROLLING INTEREST 0420 - - -
X. LOSS (0422+0423) 0421 13 47,424 11,388 8,088
1. Loss from previous years 0422 13 11,389 8,088 3,301
2. Loss from current year 0423 13 36,035 3,300 4,787
B. LONG-TERM PROVISIONS AND LIABILITIES 0424 137,973 - -
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BALANCE SHEET (CONTINUED)
In RSD thousand

31 31 31
AOP Note December  December December
2017 2016 2015
(0425+40432)
1. LONG-TERM PROVISIONS ) ) )
(042640427+40428+0429+4043044031) 0425
1. Provisions for warranty claims 0426 - . .
2. Provision for environmental rehabilitation 0427 - . .
3. Provisions for restructuring costs 0428 - - -
4. Provisions for employee benefits 0429 - - -
5. Provisions for litigations 0430 - - -
6. Other long term provisions 0431 - - -
11, LONG-TERM LIABILITIES
(0433+0434+0435+0436+0437+0438+0439+0440) il 197978 : 2
1. Liabilities convertible to equity 0433 - - -
2. Liabilities to parent and subsidiaries 0434 - - -
3. Liabilities to other related parties 0435 . - -
4. Liabilities for issued long-term securities 0436 - . .
5. Long term borrowings - domestic 0437 14 137,973 - -
6. Long-term borrowings - foreign 0438 - - .
7. Finance lease liabilities 0439 - - .
8. Other long-term liabilities 0440 . - -
C. DEFFERED TAX LIABILITIES 0441 - - -
D.SHORT-TERM LIABILITIES
(0443+0450+0451+0459+0460+046140462) 4 o542 396,159 366,956
1. SHORT-TERM FINANCIAL LIABILITIES
(0844+40445+0446+0447+0448+0449) 0443 Saneee. A st
1. Short term borrowings from parent and subsidiaries 0444 15 329,088 343,654 338,324
2. Short term borrowings from other related parties 0445 - - -
3. Short-term loans and borrowings - domestic 0446 - - -
4. Short-term loans and borrowings - foreign 0447 - - -
5. Liabilities relating to current assets and held-for-sale assets 0448 ) A )
attributable to discounted operations
6. Other short term liabilities 0449 . - -
11. ADVANCES RECEIVED 0450 - - -
1L TRADE PAYABLES (0452+4045340454404554045640458) 0451 116 - -
1. Trade payables - parent and subsidiaries - domestic 0452 . . -
2. Trade payables - parent and subsidiaries - foreign 0453 . . .
3. Trade payables - other related parties - domestic 0454 116 - -
4. Trade payables - other related parties - foreign 0455 - - -
5. Trade payables - domestic 0456 . - -
6. Trade payables - foreign 0457 . - .
7. Other operating liabilities 0458 . . .
IV. OTHER SHORT-TERM LIABILITIES 0459 - 28,439 8,551
V. LIABILITIES FOR VAT 0460 - - -
VI. LIABILITIES FOR OTHER TAXES 0461 43 2,308 672
VII. ACCRUED EXPENSES 0462 16 96,185 19,758 19,409
E. LOSS EXCEEDING EQUITY (041240416+40421-0420-0417-
0415-0414-0413-0411-0402)>=0=(0441+0424+0442- 0463 43,599 10,571 7,271
0071)>=0
F. TOTAL EQUITY AND LIABILITIES
(0424+04424044140401-0463)>=0 46 %807 InIW 159,093
G. OFF-BALANCE SHEET LIABILITIES 0465 - - -

Tiziano Giovannetti
Director

5 April 2018

The accompanying notes are an integral part of these Financial Statements.
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INCOME STATEMENT
In RSD thousand
Year ended
31 December
AOP Note 2017 2016 2015
INCOME FROM REGULAR OPERATING ACTIVITIES
A. OPERATING INCOME (1002+1009+1016+1017) 1001 - - -
I. INCOME FROM THE SALE OF GOODS X i i
(100341004+41005+1006+1007+1008) 1002
1. Income from sales of goods to parent and subsidiaries on ) i )
domestic market 1003
2. Income from sales of goods to parent and subsidiaries on i i
foreign market 1004
3. Income from the sale of goods to other related parties on . . .
domestic market 1005
4. Income from the sale of goods to other related parties on : . z
foreign market 1006
5. Income from sale of goods on domestic market 1007 - - -
6. Income from sale of goods on foreign market 1008 - . -
11, INCOME FROM SALES OF PRODUCTS AND SERVICES < = R
(1010410114101241013+1014+41015) 1009
1. Income from sales of products and services to parent and
subsidiaries on domestic market 1010 g : =
2. Income from sales of products and services to parent and ) ) )
subsidiaries on foreign market 1011
3. Income from sales of products and services to other related
parties on domestic market 1012 . : .
4. Income from sales of products and services to other related > :
parties on foreign market 1013
5. Income from sales of products and services - domestic 1014 - . -
6. Income from sales of products and services - foreign 1015 . . .
1L INCOME FROM PREMIUMS, SUBVENTIONS AND - 2 x
DONATIONS 1016
IV.OTHER OPERATING INCOME 1017 - - -
EXPENSES FROM REGULAR OPERATING ACTIVITIES - . -
B. OPERATING EXPENSES
(1019-1020-
1021+1022+1023+1024+1025+1026+1027+1028+1029)>= 018 30,961 1,765 730
0
I. COST OF GOODS SOLD 1019 - - -
II. WORK PERFORMED BY THE ENTITY AND CAPITALIZED 1020 . - .
1l INCREASE IN INVENTORIES OF UNFINISHED AND FINISHED
GOODS AND ONGOING SERVICES 1021 = ¥ S
IV. DECREASE IN INVENTORIES OF UNFINISHED AND % 3 >
FINISHED GOODS AND ONGOING SERVICES 1022
V. COST OF MATERIAL 1023 - 934 -
VI. COST OF FUEL AND ENERGY 1024 . . .
VIL COST OF SALARIES, FRINGE BENEFITS AND OTHER a A )
PERSONAL EXPENSES 1025
VIIL COST OF PRODUCTION SERVICES 1026 315 - -
IX. DEPRECIATION, DEPLETION AND AMORTIZATION 1027 - . .
X. COST OF LONG-TERM PROVISIONING 1028 . . .
XI. NON-PRODUCTION COSTS 1029 17 30,647 771 730
C. OPERATING GAIN (1001-1018)>=0 1030 - - -
D, OPERATING LOSS (1018-1001)>=0 1031 30,961 1,705 730
E. FINANCE INCOME (1033+1038+1039) 1032 35,213 26,146 22,597
L FINANCIAL INCOME FROM RELATED PARTIES AND OTHER
FINANCIAL INCOME (1034+1035+1036+1037) 1033 $A13 40% i
1. Finance income - parent company and subsidiaries 1034 18 35213 26,146 22,447
2. Finance income - other related parties 1035 . . .
3. Share of profit of associates and joint ventures 1036 - . .
4. Other financial income 1037 . - .
Il INTEREST INCOME (from third parties) 1038 - - 150
111. FOREIGN EXCHANGE GAINS (third parties) 1039 . . -
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INCOME STATEMENT
In RSD thousand
Year ended
31 December
AOP Note 2017 2016 2015
F. FINANCE EXPENSES (1041+1046+1047) 1040 37,362 25,375 25,982
L. FINANCIAL EXPENSES FROM RELATED PARTIES AND OTHER
FINANCIAL EXPENSES (1042+1043+1044+1045) 1041 SRAIC S AR
1. Finance expense - parent company and subsidiaries 1042 19 34,424 25,374 25,981
2. Finance expense - other related parties 1043 192 . .
3. Share of loss of associates and joint ventures 1044 . . .
4. Other financial expense 1045 - - -
Il INTEREST EXPENSE (from third parties) 1046 2,747 1 1
111, FOREIGN EXCHANGE LOSSES (third parties) 1047 . . -
G. PROFIT FROM FINANCING OPERATIONS (1032-1040) 1048 0 771 0
H. LOSS FROM FINANCING OPERATIONS (1040-1032) 1049 2,150 - 3,385
L. INCOME FROM VALUATION OF ASSETS AT FAIR VALUE N ) )
THROUGH PROFIT AND LOSS 1050
J. LOSS FROM VALUATION OF ASSETS AT FAIR VALUE . N -
THROUGH PROFIT AND LOSS 1051
K. OTHER INCOME 1052 2 561 .
L. OTHER EXPENSES 1053 - - -
M. OPERATING PROFIT BEFORE TAX > z .
(1030-1031+1048-1049+1050-1051+1052-1053) 1054
N. OPERATING LOSS BEFORE TAX
(1031-1030+1049-1048+1051-1050+1053-1052) 1055 210 o i
O.NET INCOMEATTRIBUTABLE TO DISCONTINUED
OPERATIONS, EXPENSES ARISING FROM CHANGES IN N 2 .
ACCOUNTING POLICIES AND CORRECTION OF PRIOR PERIOD
ERRORS 1056
P.NET LOSS ATTRIBUTABLE TO DISCONTINUED
OPERATIONS, EXPENSES ARISING FROM CHANGES IN . ) )
ACCOUNTING POLICIES AND CORRECTION OF PRIOR PERIOD
ERRORS 1057
Q. PROFIT BEFORE TAX (1054-1055+41056-1057) 1058 . - .
R. LOSS BEFORE TAX (1055-1054+1057-1056) 1059 33,108 373 4,115
IL INCOME TAX
I. CURRENT INCOME TAX 1060 20 2927 2,927 672
1. DEFERRED TAX EXPENSE FOR THE PERIOD 1061 - - -
111, DEFERRED TAX INCOME FOR THE PERIOD 1062 - . . -
S. PERSONAL INCOME PAID TO EMPLOYER 1063 . . .
T.NET PROFIT (1058-1059-1060-1061+1062) 1064 . - -
V.NET LOSS (1059-1058+1060+1061-1062) 1065 36,035 3,300 4,787
I NET INCOME ATTRIBUTABLE TO NON-CONTROLLING s ; A
INTERESTS 1066
I NET INCOME ATTRIBUTABLE TO THE OWNER 1067 - . -
Il NET LOSS ATTRIBUTABLE TO NON-CONTROLLING . . )
INTERESTS 1068
IV.NET LOSS ATTRIBUTABLE TO THE OWNER 1069 36,035 3,300 4,787
V. EARNINGS PER SHARE
1. Basic earnings per share (in RSD) 1070 21 (1.44) (0,13) (0.19)
2. Diluted earnings per share (in RSD) 1071 21 (1.44) (0,13) (0,19)
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STATEMENT OF OTHER COMPREHENSIVE INCOME Year ended
In RSD thousand 31 December

AOP Note 2017 2016 2015
A.NET PROFIT/(LOSS)
1. PROFIT, NET (AOP 1064) 2001 - - .
11, LOSS, NET (AOP 1065) 2002 36,035 3,300 4,787

B. OTHER COMPREHENSIVE PROFIT OR LOSS
a) Items that will not be reclossified to profit or loss
1. Changes in the revaluation of intangible assets, property,

plant and equipment

a) Increase in revaluation reserves 2003 . . .

b) decrease in revaluation reserves 2004 - - -
2, Actuarial gains (losses) of post-employment benefit

obligations

a) gains 2005 . . .

b) losses 2006 . . -
3. Galns and losses arising from equity investments

a) gains 2007 - - .

b) losses 2008 - - -

4. Gains or losses arising from a share in the associate’s
other comprehensive profit or loss
a) gains 2009 - . .
b) losses 2010 - - -
b) ltems that may be subsequently reclassified to profit or loss
1. Gains (losses) from currency translation differences

a) gains 2011 . . .

b) losses 2012 . . .
2. Gains (losses) on investment hedging instruments in

foreign business

a) gains 2013 - - .

b) losses 2014 - . .
3. Gains and losses on cash flow hedges

a) gains 2015 . . .

b) losses 2016 - - .
4. Gains (losses) from change in value of available-for-sale

financial assets

a) gains 2017 . .

b) losses 2018 . .

L. OTHER COMPREHENSIVE PROFIT BEFORE TAX
(2003+2005+2007+2009+2011+2013+2015+2017)-
(2004+2006+2008+2010+2012+2014+2016+2018)>=0

2019
11 OTHER COMPREHENSIVE LOSS BEFORE TAX
(2004+2006+2008+2010+2012+2014+2016+2018)- ) ) )
(2003+2005+2007+2009+2009+2011+2013+2015+2017)>=0

2020
111, TAX ON OTHER COMPREHENSIVE INCOME OR LOSS FOR
THE PERIOD 2021 . . p
IV. TOTAL NET COMPREHENSIVE PROFIT (2019-2020-
2021)>=0 2022 : : :
V. TOTAL NET COMPREHENSIVE LOSS (2020- . . ’
2019+2021)>=0 2023
C. TOTAL NET COMPREHENSIVE PROFIT
. TOTAL COMPREHENSIVE PROFIT, NET ) )
(2001-2002+2022-2023)>=0 2024 -
1. TOTAL COMPREHENSIVE LOSS, NET
(2002-2001+2023-2022)>=0 2025 36,035 3,300 4.787
D. TOTAL NET COMPREHENSIVE PROFIT / (LOSS)
(2027+2028)=A0P 2024>=0 wan AOP 2025>0 ; 2

2026
1. Attributable to shareholders 2027 36,035 3,300 4,787
2. Attributable to non-controlling interest 2028 - - -
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STATEMENT OF CASH FLOWS
In RSD thousand

Year ended
31 December
AOP Note 2017 2016 2015
A. CASH FLOWS FROM OPERATING ACTIVITIES

1. Cash inflow from operating activities (1 to 3) 3001 809 - 150
1. Sales and advances received 3002 - - -
2. Interest from operating activities 3003 809 - 150
3. Other inflow from operating activities 3004 . . .
11. Cash outflow from operating activities (1to 5) 3005 3,568 2,436 731
1. Payments and prepayments to suppliers 3006 964 1,144 730
2. Salaries, benefits and other personal expenses 3007 - - -
3. Interest paid 3008 296 1 1
4. Income tax paid 3009 2,308 1,291 -
5. Payments for other public revenues 3010 - - -

111, Net cash inflow from operating activities (1-11) 3011

IV. Net cash outflow from operating activities (11 - 1) 3012 2,760 2,436 581
B. CASH FLOWS FROM INVESTING ACTIVITIES
1. Cash flows from investing activities (1 to 5) 3013 - - -

1. Sale of shares (net inflow) 3014 . . .
2. Proceeds from sale of intangible assets, property, plant and .
equipment 3015 . .
3. Other financial investments (net inflow) 3016 - - -
4. Interest from investing activities 3017 - - -
5. Dividend received 3018 - - -
11, Cash outflow from investing activities (1 to 3) 3019 . . .
1. Acquisition of subsidiaries or other business (net outflow) 3020 . . .
2. Purchase of intangible assets, property, plant and equipment 3021 - - -
3. Other financial investments (net outflow) 3022 - - -

111, Net cash inflow from investing activities (1 - 11) 3023 . - .

1V. Net cash outflow from investing activities (11 - 1) 3024 . - .
C. CASH FLOWS FROM FINANCING ACTIVITIES
L. Cash inflow from financing activities (1 to 5) 3025 137,973 - -

1. Increase in share capital 3026 - - -
2. Proceeds from long-term borrowings (net inflow) 3027 137,973 - -
3. Proceeds from short-term borrowings (net inflow) 3028 . . .
4. Other long-term labilities 3029 . . .
5. Other short-term liabilities 3030 - - -

11. Cash outflow from financing activities (1 to 6) 3031 138,585 12,179 303,977

1. Purchase of own shares 3032 - - -
2. Repayment of long-term borrowings (net outflow) 3033 138,585 12179 303,977
3. Repayment of short-term borrowings (net outflow) 3034 . . .
4. Repayment of other liabilities (net outflow) 3035 . - .
5. Financial lease 3036 - - -
6. Dividend distribution 3037 - - -

111 Net cash inflow from financing activities (I1-11) 3038 .

IV Net cash outflow from financing activities (I1 - 1) 3039 612 12,179 303,977
D. TOTAL CASH INFLOW (3001+3013+3025) 3040 138,782 150
E. TOTAL CASH OUTFLOW (3005+3019+3031) 3041 142,153 14,615 304,708
F.NET CASH INFLOW (340-341) 3042
G.NET CASH OUTFLOW (341-340) 3043 3371 14,615 304,558
H. CASH AND CASH EQUIVALENTS AT THE BEGINNING OF
THE YEAR 3044 3479 18,094 322,652
I. CURRENCY TRANSLATION GAINS ON CASH AND CASH
EQUIVALENTS 3045 - - -
J. CURRENCY TRANSLATION LOSSES ON CASH AND CASH
EQUIVALENTS 3046 . . .
K. CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

(3042-3043+3044+3045-3046) 3047 108 3,479 18,094
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STATEMENT OF CHANGES IN EQUITY

In RSD thousand
Equity components
Retained earnings
Aop___ Share capital _ aop Reserves AoP Loss AoP (loss)
Balance as at 1 January 2015
a) debit 4001 - 4087 4055 3301 40
b) credit 4002 817 4038 . 4056 . (]
Adjustments of material errors and changes in accounting policies
a) debit 4003 4039 4057 4093
b) credit 4004 4040 4058 - __40m
Restated opening balance as at 1 January 2015
a) debit (1a+2a-26)>=0 4005 - 4080 4059 < 4095
6) credit (16-2a+26)>=0 4006 - 4042 - 4060 - 409 -
Changes in period
a) debit 4007 - 4043 4061 4787 40w
b) credit 4008 - 4044 4062 - A0
Balance as at 31 December 2015
a) debit (3a+4a-46)>=0 4001 - 4087 4055 8088 4091
6) credit (36-4a+46)>=0 4002 817 4038 4056 - __do%2
Adjustments of material errors and changes in accounting policies
a) debit 4003 4039 4057 .« A0m3 .
b) credit 4004 1040 4058 . _40% -
Restated opening balance as at 1 January 2016
a) debit (Sa+6a-66)>=0 4005 4041 . 4059 4095
6) credit (56-6a+66)>=0 4006 1042 - 4060 =409 .
Changes in period
a) debit 4007 - 4083 4061 3300 4097
b) credit 4008 - 4084 - 4062 - 4098 .
Balance as at 31 December 2016
a) debit (7a+8a-86)>=0 4009 - 4045 - 4063 11388 409 -
6) credit (76-8a+86)>=0 4010 817 4036 - __406% - 4100 -

73



CLbe¢OJ

74

STATEMENT OF CHANGES IN EQUITY (CONTINUED)
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Equity components
Retained earnings
Aop___ Sharecapital _ aor __ Reserves _ Aoe Loss Aop
Adjustments of material errors and changes in accounting policies
a) debit 4011 - 4047 4065 4101 -
b) credit 4012 < 4048 4066 4102 -
Restated opening balance as at 1 January 2017
a) debit (5a+6a-66)>=0 4013 4049 4067 4103 .
6) credit (56-6a+66)>=0 4014 4050 4068 4104 .
Changes in period
a) debit 4015 - 4051 4069 36,035 4105 .
b) credit 4016 3008 so0s2 4070 - 4106 .
Balance as at 31 December 2017
a) debit (7a+8a-86)>=0 4017 + 4053 4071 47423 w07 .
6) credit (76-8a+806)>=0 4018 3825  s0s4 4072 - 408 -
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STATEMENT OF CHANGES IN EQUITY(CONTINUED)

Other comprehensive income components

Gains (losses) from
change in value of
Revaluation available-for-sale
AoP reserves AOP__ Acturial gain/(loss) aop _ financial assets  aop  Total Equity
Balance as at 1 January 2015
a) debit 4109 - a2 - a7 - 3301
b) credit 4110 - 4128 - 4218 -« 4235 817
Adjustments of material errors and changes in accounting policies
a) debit an < 4129 .« 429 . .
b) credit 4112 - 4130 - 4220 - 4236 -
Restated opening balance as at 1 January 2015
a) debit (1a+2a-26)>=0 4113 - an - 4221 . -
b) credit (16-2a+26)>=0 4114 - 4132 - 4222 - 4237 -
Changes in period
a) debit 4115 - 4133 - 4223 . 4,787
b) credit 4116 - 4134 - 424 - 4238 -
Balance as at 31 December 2015
a) debit (3a+4a-46)>=0 4109 - 4127 - a217 . 8,088
b) credit (36-4a+46)>=0 4110 - 4128 - a8 - 4235 817
Adjustments of material errors and changes in accounting policies
a) debit 4111 - 4129 - 4219 . .
b) credit 4112 - 4130 - 4220 - 4236 .
Restated opening balance as at 1 January 2016
a) debit (5a+6a-66)>=0 4113 S k3 - a2 - -
b) credit (56-6a+66)>=0 4114 - 4132 - 4222 - 4237 -
Changes in period
a) debit 4115 - 4133 . 4223 . 3.300
b) credit 4116 <413 - 4224 - 4238 .
Balance as at 31 December 2016
a) debit (7a+8a-86)>=0 117 - 4135 - A225 - 11,388
6) credit (76-8a+86)>=0 4118 - #4136 - 4226 - 4239 817
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STATEMENT OF CHANGES IN EQUITY(CONTINUED)

Other comprehensive income components

Gains (losses) from
change in value of
Revaluation available-for-sale
AOP____ reserves AOP__ Acturial gain/(loss) Aop __financial assets _ aor __ Total Equity
Adjustments of material errors and changes in accounting policies
a) debit 4119 - 4137 - 4227 . 0
b) credit 4120 - 4138 - 428 - 4240 0
Restated opening balance as at 1 January 2017
a) debit (5a+6a-66)>=0 21 - 4139 - 4229 - 0
___b) credit (56-6a+66)>=0 4122 - 4140 - 4230 - 4241 0
Changes in period
a) debit 4123 - 44 - 423 33,108
b) credit 4124 - 4142 - 4232 - 422 3.008
Balance as at 31 December 2017
a) debit (7a+8a-86)>=0 4125 - 4143 - 4233 . 47423
6) credit (76-8a+86)>=0 4126 - Al4s - 4234 <4243 3825
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EXPLANATORY NOTES TO THE FINANCIAL STATEMENTS

(All amounts are in 000 RSD, unless otherwise stated)

1. General information

Fintel Energija A.D. (hereinafter the “Company” or “Fintel Energija”) is a Serbian holding leading
independent renewable energy generator in Serbla. The Company through its subsidiaries acted as the
pioneer in the Serbian wind business being the first ever to install and operate wind farms in the country.

The Company was incorporated as a closed joint stock company on 27 june 2007, under the business
name PRIVREDNO DRUSTVO ZA PROIZVODNJU ELEKTRICNE ENERGIJE FINTEL ENERGIA AD
BEOGRAD, by the company FINTEL ENERGIA GROUP S.PA, registration number 02658620402, as the
sole shareholder (hereinafter the "Principal Shareholder”). Fintel Energia Group S.p.A. is 86,22%
owned by Hopafi Srl.

Fintel Energia’s registered office is located at Bulevar Mihajla Pupina 115e, Beograd, Serbia.

At31 December 2017, the Company’s fully subscribed and paid up share capital amounted to RSD 3,825
thousand, consisting of 25,000,000 ordinary shares of RSD 0.153 each.

Fintel Energia Group SpA, the Parent, is listed joint stock company under Italian law. It constitute a
vertical operator in the integrated energy supply chain, which engages in the sale of electricity and
natural gas in Italy and in the development and exploitation of renewable energy power plants
(photovoltaic, wind and mini wind) in Italy and Serbia.

These financial statements for the year ended 31 December 2017, 2016 and 2015 have been prepared
by the Company’s sole Director, which approved them on the 5 April 2018, The approved financial
statements may be amended based on the auditor’s opinion, in accordance with legislation,
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EXPLANATORY NOTES TO THE FINANCIAL STATEMENTS
(All amounts are in 000 RSD, unless otherwise stated)
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2. Summary of accounting policies and standards adopted

Set out below are the main accounting policies and standards applied in the preparation of financial
statements.

2.1 Basis of presentation

The Company has prepared these financial statements in accordance with the Law on Accounting of the
Republic of Serbia (the "Law"), published in Official Gazette 62/2013, which requires full scope of
International Financial Reporting Standards (“IFRS") to be applied as translated into Serbian up to 31
July 2013. The specific requirements of the Law result in departures from IFRS due to the fact that as
only translated standards are adopted, these accounts do not reflect the impact of IFRS which have
been issued since 31 July 2013, In addition the Law requires certain presentations and treatments of
accounts and balances which results in the following additional departures from IFRS:

The financial statements are prepared in format prescribed by the Ministry of Finance of the
Republic of Serbia, which does not comply with 1AS 1 (revised) - "Presentation of Financial
Statements” requirements and IAS 7 - “Statement of cash flows".

“Off-balance sheet assets and liabilities™ are recorded on the face of the balance sheet (note 2.4).
Such items do not meet the definition of either an asset or a liability under IFRS.

The decision of the Ministry of Finance of Republic of Serbia no. 401-00-896/2014-16 from 13
March 2014 ("Official Gazette of RS” n0.35/2014) states that official standards are those
official translations of International Accounting Standards (IAS) and International Standards of
Financial Reporting (IFRS) issued by International Accounting Standards Board (IASB), as well
as interpretations of standards issued by International Financial Reporting Interpretations
Committee (IFRIC) up to 31 July 2013, Up to the date of the accompanying financial statements
preparation, no amendments and supplements of existing standards, revised standards and
new interpretations issued by 1ASB and IFRIC subsequent to 31 July, have been translated. The
standards and interpretations for which there is no official translation in the Republic of Serbia
are:

e Defined Benefit Plans: Employee Contributions - Amendments to 1AS 19 (issued
in November 2013 and effective for annual periods beginning 1 July 2014),

e Annual Improvements to IFRSs 2012 (issued in December 2013 and effective for
annual periods beginning on or after 1 July 2014, unless otherwise stated below),
Annual Improvements to IFRSs 2013 (issued in December 2013 and effective for
annual periods beginning on or after 1 July 2014),

e [FRS 9, "Financial Instruments” (issued in July 2014 and effective for annual
periods beginning on or after 1 January 2018),

e IFRS 14, Regulatory Deferral Accounts (issued in January 2014 and effective for
annual periods beginning on or after 1 January 2016),

*  Accounting for Acquisitions of Interests in Joint Operations - Amendments to IFRS
11 (issued on 6 May 2014 and effective for the periods beginning on or after 1
January 2016),

e C(larification of Acceptable Methods of Depreciation and Amortisation -
Amendments to IAS 16 and IAS 38 (issued on 12 May 2014 and effective for the
periods beginning on or after 1 January 2016),

e |FRS 15, Revenue from Contracts with Customers (issued on 28 May 2014 and
effective for the periods beginning on or after 1 January 2018),

o Agriculture: Bearer plants, Amendments to IAS 16 and IAS 41 (issued on 30 June
2014 and effective for
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EXPLANATORY NOTES TO THE FINANCIAL STATEMENTS
(All amounts are in 000 RSD, unless otherwise stated)

2.1 Basis for presentation (continued):

annual periods beginning 1 January 2016),

e Equity Method in Separate Financial Statements, Amendments to 1AS 27 (issued
on 12 August 2014 and effective for annual periods beginning 1 January 2016),
Sale or Contribution of Assets between an Investor and its Associate or Joint
Venture,

e  Amendments to IFRS 10 and 1AS 28 (issued on 11 September 2014 and effective
for annual periods beginning on or after a date to be determined by the IASB),

¢ Annual Improvements to IFRSs 2014 (issued on 25 September 2014 and effective
for annual periods beginning on or after 1 January 2016), Disclosure Initiative

e Amendments to IAS 1 (issued in December 2014 and effective for annual periods
on or after 1 January 2016),

¢ Investment Entities: Applying the Consolidation Exception Amendment to IFRS
10, IFRS 12 and IAS 28 (issued in December 2014 and effective for annual periods
on or after 1 January 2016),

e |FRS 16 "Leases" (issued on 13 January 2016 and effective for annual periods
beginning on or after 1 January 2019),

e Recognition of Deferred Tax Assets for Unrealised Losses - Amendments to IAS
12 (issued on 19 January 2016 and effective for annual periods beginning on or
after 1 January 2017),

¢ Disclosure Initiative - Amendments to 1AS 7 (issued on 29 January 2016 and
effective for annual periods beginning on or after 1 January 2017),

e  Amendments to IFRS 15, Revenue from Contracts with Customers (issued on 12
April 2016 and effective for annual periods beginning on or after 1 January 2018),

e Amendments to IFRS 2, Share-based Payment (issued on 20 June 2016 and
effective for annual periods beginning on or after 1 January 2018),

e Applying IFRS 9 Financial Instruments with IFRS 4, Insurance Contracts -
Amendments to IFRS 4 (issued on 12 September 2016 and effective, depending on
the approach, for annual periods beginning on or after 1 January 2018 for entities
that choose to apply temporary exemption option, or when the entity first applies
IFRS 9 for entities that choose to apply the overlay approach), Annual

e Improvements to IFRSs 2014-2016 cycle (issued on 8 December 2016 and
effective for annual periods beginning on or after 1 Janvary 2017 for amendments
to IFRS 12, and on or after 1 January 2018 for amendments to IFRS 1 and IAS 28),

e [FRIC 22 - Foreign Currency Transactions and Advance Consideration (issued on
8 December 2016 and effective for annual periods beginning on or after 1 January
2018),

¢ Transfers of Investment Property - Amendments to IAS 40 (issued on 8 December
2016 and effective for annual periods beginning on or after 1 January 2018).

* IFRS 17 "Insurance Contracts” (issued on 18 May 2017 and effective for annual
periods beginning on or after 1 January 2021).

e [FRIC 23 "Uncertainty over Income Tax Treatments” (issued on 7 June 2017 and
effective for annual periods beginning on orafter 1 January 2019)

¢ Prepayment Features with Negative Compensation - Amendments to [FRS 9
(issued on 12 October 2017 and effective for annual periods beginning on or after
1 January 2019),

e Long-term Interests in Associates and Joint Ventures - Amendments to 1AS 28
(issued on 12 October 2017 and effective for annual periods beginning on or after
1 January 2019.

¢ Annual Improvements to IFRSs 2015-2017 cycle - amendments to IFRS 3, IFRS
11, IAS 12 and IAS 23 (issued on 12 December 2017 and effective for annual
periods beginning on or after 1 January 2019).

80



CLb¢O[ 9bOWDhH®hDO OGWPb { A L 9a9b ¢/

EXPLANATORY NOTES TO THE FINANCIAL STATEMENTS

81

(All amounts are in 000 RSD, unless otherwise stated)
2.1 Basis for presentation (continued)

The preparation of financial statements in conformity with Law on Accounting of the Republic of Serbia
requires the use of certain critical accounting estimates. It also requires management to exercise its
judgement in the process of applying the Company’s accounting policies. The areas involving a higher
degree of judgement or complexity, or areas where assumptions and estimates are significant to the
financial statements are disclosed in note 3.

2.2 Going concern

The Company meets its day-to-day working capital requirements through its bank facilities. The
Company’s forecasts and projections, taking account of reasonably possible changes in trading
performance, show that the Company should be able to operate within the level of its current facilities.
After making enquiries, the directors have a reasonable expectation that the Company has adequate
resources to continue in operational existence for the foreseeable future. The Company therefore
continues to adopt the going concern basis in preparing its financial statements, Further information on
the Company’s borrowings is given in Note 14,

2.3 Foreign currency translation

Functional and presentation currency

Items included in the financial statements of the Company are measured and presented in Serbian dinars
("RSD") unless stated otherwise and irrespective of whether the RSD is the Company’s functional
currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rate
prevailing at the date of the transaction or valuation where items are re-measured, Foreign exchange
gains and losses resulting from the settlement of such transactions and from the translation at year-end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in
the income statement, except when deferred in equity as qualifying cash flow hedges and qualifying net
investment hedges.

2.4 Accounting policies

Property, plant and equipment

Property, plant and equipment is stated at purchase cost less depreciation and impairment. Cost
includes all costs necessary to bring an asset to working condition for its intended use. This cost is
increased by the present value of the estimated cost of site clearance when there is a legal or
constructive obligation to decommission the asset. The corresponding liability is recognised in
provisions for risks and charges. The accounting treatment of revised estimates of these costs, of the
time value of money and of the discount rate are indicated in the point on provisions for risks and
charges.

Borrowing costs directly attributable to the acquisition or construction of property, plant and
equipment are included in the cost of the asset only if the asset in question is a qualifying asset, i.c. one
that necessarily takes a substantial period of time to get ready for its intended use or sale.



CLb¢O[ 9bOWDhH®hDO OGWPb { A L 9a9b ¢/

EXPLANATORY NOTES TO THE FINANCIAL STATEMENTS

82

(All amounts are in 000 RSD, unless otherwise stated)
2.4 Accounting policies (continued)

Costs incurred on ordinary and/or cyclical repairs and maintenance are recognised directly in profit or
loss. Costs incurred for the expansion, modernisation or improvement of structural elements owned by
the Company or used by third parties are capitalised to the extent that they meet the requirements for
recognition as a separate asset or as part of an asset.

Depreciation is calculated on a straight line basis using rates that allow assets to be depreciated over
their estimated useful lives. When a depreciable asset is composed of separately identifiable elements,
the useful life of which differs significantly from the other component parts of the asset, depreciation is
computed separately for each of these parts in accordance with the "component approach”.

The useful life estimated by the Company for each category of property, plant and equipment is as
follows:

No. of years
Buildings 20
Equipment 20

Land is not depreciated.

The residual values of property, plant and equipment are reviewed, and adjusted if appropriate, at the
end of each reporting period. Depreciation begins when the assets are ready for their intended use as
established by the directors (which coincides with the end of the test period).

Property, plant and equipment held under finance leases, whereby substantially all of the risks and
benefits of ownership are transferred to the Company, are recognised as assets of the Company at their
fair value or, if lower, at the present value of the minimum lease payments, inclusive of the amount
payable to exercise the purchase option. The corresponding lease obligation is recognised under financial
liabilities. Assets held under finance leases are depreciated by applying the policy and rates previously
indicated for property, plant and equipment, except where the lease term is shorter than an asset’s useful
life and there is no reasonable certainty that the Company will obtain ownership at the end of the lease
term; in this case, the depreciation period coincides with the lease term. Any gain on sale of an asset
arising from a sale and leaseback transaction is deferred and amortised over the lease term.

Leasing arrangements, whereby the lessor retains substantially all the risks and rewards incidental to
ownership of an asset, are accounted for as operating leases. Costs relating to operating leases are
recognised in profit or loss on a straight-line basis over the lease term,

Impairment of property, plant and equipment

At the end of each reporting period, property, plant and equipment not fully depreciated/amortised are
tested for indicators of impairment. If any such indicators are identified, an estimate is computed of the
recoverable amount of the asset and any write-down of the carrying amount is recognised in profit or
loss. The recoverable amount is the higher of an asset’s fair value less costs of disposal and value in use,
which is the present value of the future cash flows expected to be derived from an asset. For assets that
do not generate sufficiently independent cash flows, the recoverable amount is determined with
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2.4 Accounting policies (continued)

reference to the cash-generating unit to which the assets belong. In determining value in use, expected
future cash flows are discounted using a discount rate which reflects current market assessments of the
time value of money and the risks specific to the business. An impairment loss is recognised in profit or
loss for the amount by which the asset’s carrying amount exceeds its recoverable amount, When itis no
longer necessary to maintain an impairment, the carrying value of the asset is increased to the new
value deriving from the estimate of its recoverable value, but not exceeding the net book value that the
asset would have had if it had not been written down for impairment.

Other current and non-current assets, trade receivables and other receivables

On initial recognition, financial assets are measured at fair value and are classified in one of the
following categories based on their nature and the purpose for which the investments were acquired:

*  held-to-maturity investments;

* loansand receivables;

* available-for-sale financial assets; and

* financial assets at fair value through profit or loss.

Purchases and sales of financial assets are recognised on trade-date, the date on which the Company
commits to purchase or sell the asset. Financial assets are derecognised when the rights to receive cash
flows from the assets have expired and the company that held them has transferred substantially all the
risks and rewards of ownership.

The only case applicable to the Company, except for financial derivatives as detailed below; is loans and
receivables.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market and which mainly relate to receivables due from customers or Group
companies. Loans and receivables are classified in the statement of financial position as trade
receivables and other receivables. These assets are measured at amortised cost, using the effective
interest rate, less impairment., Impairment losses on receivables are recognised if there is objective
evidence that the Company will not be able to recover the receivable due from the counterparty in
accordance with contractual terms. Objective evidence that a financial asset or group of financial assets
is impaired includes observable data that comes to the attention of the Company regarding the
following loss events:

* significant financial difficulties on the part of the issuer or borrower;

* the existence of ongoing legal disputes with the debtor relating to a receivable;

» reasonable likelihood that the beneficiary will declare bankruptcy or other debt restructuring or
insolvency procedures.

The amount of the impairment loss is measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows. The amount of the loss is recognised in profit or
loss as “Allocations to provisions and impairment”,

Recelvables are stated in the financial statements net of the provision for doubtful debts.
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2.4 Accounting policies (continued)
Cash and cash equivalents

These include cash on hand, deposits held at call with banks or other financial institutions for current
operations, post office current accounts and other cash equivalents, as well as investments with original
maturities of three months or less. The components of cash and cash equivalents are measured at fair
value and changes therein are recognised in profit or loss.

Off balance sheet assets/liabilities

Those include: assets held under leases, other than financial leases, consignment stock, material received
from third parties for further processing and other assets not owned by the Company, as well as
receivables/payables relating to collaterals received /given such as guarantees and other warrants.

Trade payables, financial and other payables

Trade payables, financial and other payables are recognised initially at their fair value, net of directly
attributable ancillary costs, and subsequently measured at amortised cost using the effective interest
method. If there is a change in estimated cash flow that can be reliably measured, the carrying amount
of the liability is remeasured to reflect the change, based on the present value of the new estimated cash
flow and on the initially determined internal rate. Borrowings are classified as current liabilities unless
the Company has an unconditional right to defer settiement of the liability for at least 12 months after
the reporting period.

Borrowings are recognised on the trade date of the related transactions and are removed from the
statement of financial position when the obligation specified in the contract is discharged, cancelled or
expired and when the company that had contracted the debt has transferred all of the risks and
obligations related thereto.

Provisions

Provisions for risks and charges are recorded for losses and charges of a specific nature, which are certain
or likely to be incurred, but the amount of which or date of occurrence are not capable of being precisely
determined. They are recognised when the Company has a present legal or constructive obligation as a
result of past events and it is probable that an outflow of resources will be required to settle the
obligation, The amount recognised represents the best estimate of the expenditure required to settle the
obligation, When the time value of money is significant and the settlement date of the obligations can be
reliably estimated, the provisions are measured at the present value of the expected disbursement using
a discount rate that reflects current market assessments of the time value of money and the risks specific
to the liability. The increase in the provision due to the passage of time is recognised as interest expense.

If the liability relates to decommissioning and/or restoration of assets, the provision is recognised as
an opposite entry to the asset to which it relates and the cost is recognised in the income statements
via the depreciation of the asset to which the cost relates.

Changes in accounting estimates are reflected in the income statement in the year in which the change
takes place, except for changes in expected decommissioning and clearance costs due to changes in
timing and the use of economic resources necessary to discharge the obligation or resulting from a
change in the discount rate,
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2.4 Accounting policies (continued)

Such changes are added to or deducted from the carrying amount of the assets to which they relate and
are recognised as depreciation charges in income statement. If changes are added to an asset's carrying
amount, an assessment is made as to whether the new carrying amount is likely to be fully recovered; if
not, the carrying amount of the asset is reduced to take account of the unrecoverable amount and the
loss arising from the reduction is recognised in the income statement,

If changes are deducted from an asset’s carrying amount, the decrease is recognised as an opposite entry
to the asset up to the amount of its carrying amount; any excess is recognised immediately in the income
statement.

As regards estimation criteria adopted for the determination of the asset decommissioning and
restoration provision, reference should be made to the paragraph on use of estimates.

Risks that could give rise to a probable liability are disclosed in the section on commitments and risks,
but are not provided for.

A contingent liability that was separately recognised in the initial accounting for a business combination
as a liability, is measured at the higher of the amount the liability would be recognised by applying the
above policy for provisions for risks and charges and the present value of the initially determined
liability.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and relates to the sale
of goods and the rendering of services that constitute the Company's core business, Revenue is recorded
net of returns, discounts, rebates and allowances and excluding value added tax.

Revenue is recognised to the extent that it can be reliably measured and it is probable that future
economic benefits will flow to the Company.

Revenue arising from the sale of goods and finished products Is recognised in the income statement upon
the transfer to the customer of the risks and rewards of ownership of the product sold, which normally
coincides with the shipment of the goods to the customer and their acceptance thereby.

Revenue arising from the rendering of services is recognised in the accounting period in which the
services are rendered by reference to the stage of completion at the reporting date,

Revenue only includes economic benefits received or receivable flowing to the Company in their own
name and on their own behalf. Consequently, consideration received on behalf of third parties is excluded
from revenue.

Cost recognition

Costs are recognised when they relate to goods and services purchased or consumed in the period or by
systematic allocation.



CLb¢O[ 9bOWDhH®hDO OGWPb { A L 9a9b ¢/

EXPLANATORY NOTES TO THE FINANCIAL STATEMENTS

86

(All amounts are in 000 RSD, unless otherwise stated)
2.4 Accounting policies (continued)
Finance income and costs

Finance income and costs are recognised on an accrual basis that takes account of the effective
return/charge on related assets//liabilities,

Finance costs that are directly attributable to the acquisition, construction or production of a qualifying
asset are capitalised as part of the cost of the asset, commencing from the date on which the Company
companies start incurring the finance costs until the date on which the asset financed is ready for use.

Income tax

The tax expense for the year comprises current and deferred tax. Tax is recognized in the income
statement, except to the extent that it relates to items recognized directly in equity, in which case deferred
tax liability is also recognized in equity.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted
at the reporting date in Serbia, where the Company operates and generates taxable profit. Management
periodically evaluates positions taken in tax returns with respect to situations in which applicable tax
regulation is subject to interpretation. It establishes provisions where appropriate on the basis of
amounts expected to be paid to the tax authorities.

Deferred income tax is recognized, using the liability method, on temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts in the balance sheet. However, the
deferred income tax is not accounted for if it arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the time of the transaction affects neither
accounting nor taxable profit or loss,

Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially
enacted by the reporting date and are expected to apply when the related deferred income tax asset is
realized or the deferred income tax liability is settled.

Deferred income tax assets are recognized only to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilised.

Related-party transactions

Related party transactions are conducted at arm's length, based on efficiency and cost-effectiveness
criteria.

Dividends

Dividends to be distributed to the shareholders of the Parent Company are recognised as a liability in the
financial statements in the period in which the distribution has been approved by the shareholders.

Earnings per share

The Company calculates and discloses the basic earnings per share. Basic carnings per share is calculated
by dividing the net income that belongs to shareholders, the owners of ordinary shares of the Company,
by the weighted average number of ordinary shares issued during the period.
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3. Estimates and assumptions

The preparation of the financial statements requires the directors to apply accounting policies and
methods, which, in certain circumstances, are based on difficult and subjective assessments and
estimates and which may also be based on past experience and on assumptions that are deemed to be
reasonable and realistic. The use of such estimates and assumptions has an impact on the financial
statements, including the balance sheet, the income statement, the statement of comprehensive income
and the statement of cash flows, as well as on related disclosures. The actual amounts of financial
statement components for which the aforementioned estimates and assumptions have been used may
differ from the amounts reported in the financial statements that recognise the occurrence of the event
linked to the estimate, because of the uncertainty of the assumptions and the conditions on which the
estimates have been based.

A brief description is provided below of the accounting policies, which, with respect to the Company,
require greater subjectivity by the directors in the preparation of estimates and for which a change in
the conditions underlying the assumptions used may have a significant impact on the amounts reported

— (i R,

Investments in subsidiaries are tested for impairment when impairment indicators exist, which is
recognised by a write-down when there are indicators that suggest it may be difficult to recover the
related net carrying amount. The verification of the existence of the aforementioned indicators requires
subjective assessments to be made by directors, based on information available within the Company, on
information sourced from the market and on past experience. Morcover, if it has been established that
there may be a case of potential impairment, as well as the computation of estimates for the
determination thereof depend on factors that may change over time and which may affect the
assessments and estimates made by the directors.

Based on assessments made by Fintel Group Directors, there are no indicators of impairment of
investments in subsidiaries.

Other provisions for risks and charges relate mainly to probable liabilities for penalties and interest on
overdue amounts payable to the tax authorities, Allocations to provisions are made based on a best
estimate at the reporting date of costs likely to be incurred to settle the liability, after having sought legal
opinion.
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4. Financial risk management

The coordination and monitoring of key financial risks is carried out by the central treasury department
of the Principal Shareholder Company, which provides guidelines for the management of various types
of risk and for the use of financial instruments, The main features of Fintel's risk management policy are:

« central determination of operational risk management guidelines concerning market, liquidity and
cash flow risks;

« monitoring of results achieved;

« diversification of commitments/obligations and of the product portfolio,

Credit risk

Credit risk represents the exposure to potential losses arising from the failure by commercial and
financial counterparties to fulfil their contractual obligations.

The Company's maximum exposure to credit risk at 31 December 2017, 2016 and 2015 is the carrying
amount of each class of assets indicated in the following table:

RSD thousand 31 December 2017 31 December 2016 31 December 2015
Advances for inventory and services 497 497 568
Short-term loans and investments 446,219 324563 306,998
Prepayments and accrued income 55692 37,748 16,608
TOTAL 502,908 362,808 324174

Prepayments and accrued income mainly refer to receivables from EPS for the power produced by the
wind farms, while Short-term loans and investments relate specifically to financing provided to the
related company Energogreen Doo.

Those represent a low level of credit risk.

Liquidity rish

Liquidity risk is assoctated with the ability to meet the commitments arising from financial liabilities
assumed by the Company. Prudent risk management of liquidity arising in the course of ordinary
activities implies maintaining sufficient cash and marketable securities and the availability of funding
through an adequate amount of committed credit facilities.

Liquidity risk is managed centrally by the Ultimate Parent, given that the administration department
periodically monitors the Company's net cash/debt through the preparation of appropriate actual and
forecast cash inflow and outflow reports. In this manner, the Company aims to ensure it has adequate
cover for its financing needs, by accurately monitoring linancing, credit facilities opened and utilisations
thereof, in order to optimise its resources and manage any temporary liquidity surplus,
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4. Financial risk management (continued)

The Company’s objective is to establish a financing structure that, consistent with its business objectives,
guarantees sufficient liquidity for the Company, minimises the related opportunity cost and maintains
an equilibrium in terms of term to maturity and composition of the debt.

The following table provides a maturity analysis of liabilities at 31 December 2017, 2016 and 2015. The
various maturity bands are determined based on the period between the reporting date and the
contractual maturity of the Company's obligations, gross of accrued interest at 31 December. Interest is
calculated in accordance with contractual terms for the financing.

At31 December 2017
RSD thousand
Less than 1 year 1-Zyears 2-5years Beyond 5 years
Financial payables due to
shareholders 329173 . 2 :
Bank loans - - . 137,973
_Trade payables 116 - - =
Total 329,290 - - 137,973
At31 December 2016
RSD thousand
Less than 1 year 1-2 years 2-5years  Beyond 5 years
Financial payables due to <
shareholders 343,634 v
Bank loans - . ‘ -
Trade payables 0 . . »
Total 343,654 - - -
At 31 December 2015
RSD thousand
Less than 1 year 1-2 years 2-5years Beyond 5 years
Financial payables due to 2 : A
shareholders 338,524
Bank loans . . . .
Trade payables - . . .
Total 338,324 . B s

An analysis of the financial liabilities by maturity shows a substantial alignment of payables due within
1 year at 31 December 2017 to those at the previous years end. The movements are mainly attributable
to exchange rate differences for shareholder’s loan in Euro currency.

Bank loans due beyond 5 years increased due to new loans taken out by the Company for Kosava wind
farm.

Accordingly, taking in account of the foregoing and as detailed in Note 2.1 above, of the fact that the
sharcholders have confirmed that they do not intend to request the repayment of the loan prior to the
forthcoming year end it is believed that the Company and the Group will be able to meet its obligations
in the foresecable future.
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4. Financial risk management (continued)

Market risk

In the conduct of its operations, the Company is potentially exposed to the following market risks:

« risk of fluctuation in exchange rates;
« risk of fluctuation in interest rates.

These risks are essentially managed centrally by the Parent company Fintel Energija.

Risk of 1 s

Exchange rate risk is linked to operations in currency other than the RSD. Fintel is exposed to the risk of
fluctuation in exchange rates, given that it conducts business in Serbia through its subsidiaries, which
are companies committed to the study, construction, development and management of wind farms and
other projects in the field of renewables, The consequent impact is reflected in the statement of profit or
loss of the subsidiaries.

Risk of fluctuation in fnterest rates

The risk of fluctuation in interest rates to which Fintel is exposed originates from financial payables.
Fixed rate debt exposes the Company to risk linked to changes in the fair value of the debt for their part
linked to changes in the reference rate market. Floating rate debt exposes the Company to cash flow risk
originating from the volatility of interest rates.

The Company's financial indebtedness consists of current bank debt, medium/long term loans granted
by banks and lease Habilities.

In order to hedge the risk of fluctuation in interest rates, during the course of 2015, the subsidiary
Vetropark Kula also entered into an agreement for an interest rate cap with spread in relation to financing
for the "Kula” wind power plant.

As a result of the aforementioned hedging transactions, the impact of the expected change in interest
rates in the coming twelve months is deemed to be insignificant in the context of the Company's financial
statements,

Capital risk

The Company's objective as far as capital risk management is concerned is mainly to safeguard business
continuity in order to guarantee returns to sharcholders and benefits to other stakeholders, Moreover,
the Company aims to maintain an optimal capital structure in order to reduce the cost of borrowing,

The Company monitors its capital based on the ratio of net debt to net invested capital (gearing ratio).
Net debt is calculated as total debt, including current and non-current loans and borrowings, plus net
exposure to banks. Net invested capital is calculated as the sum of total equity and net debt.

The gearing ratio at 31 December 2017, 2016 and 2015 is shown in the following table:
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4. Financial risk management (continued)
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RSD thousand 31 December 2017 31 December 2016 31 December 2015
Non-current financial payables:

- Financial payables due to shareholders

- Bank loans 137973

Current financial payables:

- Bank loans

- Finandial payables due to sharcholders 329,088 343,654 338324
Cash and cash equivalents (108) (3479) (18.094)
Net debt (A) 466,953 340,175 320,230
Equity (B) (43,599) (10,571) (7.271)
Net capital employed (CsA+B) 423,355 329,604 312,959
Gearing ratio (A/C) 110.3% 103.2% 102.3%

The gearing ratio increased due to the loss of the current year.
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5. Financial assets and liabilities by class

The following table shows the Company's financial assets and liabilities by class, with an indication of
the corresponding fair value, at 31 December 2017, 2016 and 2015:

| At 31 December 2017 |
Financial Finandial
assets andd Available- lHabilities
liabilities Investments for-sale carried at
measured at held to Loans and financial amortised Fair
RSD thousand fair value maturity receivables assels cost Total value
Receivables due
from
subsidiaries
related parties - - 446,219 . - 446219 446219
Cash and cash
equivalents . . 108 . . 108 108
Total - - 446,327 - - 446,327 446,327
Financial
payables . . . - 137973 137973 137973
Financial
payables due to
sharcholders . - - - 329088 329088 329,088
Trade payables 116 116 116
Total . - - - 467,177 467,177 467,177
| At 31 December 2016 |
Financial Financial
assets and Available- liabilities
liabilities Investments for-sale carried at
measured at held to Loans and financial amortised Fair
RSD thousand fair value maturity receivables assets cost Touwl value
Reccivables due
from
subsidiaries
related parties . . 324,563 . « 324563 324,563
Cash and cash
cquivalents . . 3479 - . 3479 3479
Total . . 328,042 . E 328042 328,042
Financial
payables . . . . . - .
Financial
payables due to
sharcholders . . . . 343,654 343654 343,654
Trade payables . - - - - - -
Total : : . : 343,654 343654 343,654
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5. Financial assets and liabilities by class (continued)

| At 31 December 2015 ]
Financial Financial
assets and liabilitics
liabilities Investments Available-for-  carried at
measured at held to Loans and sale financial  amortised Falr
RSD thousand fair value maturity receivables cost Total value
Receivables due from
subsidiaries related
parties . . 306,998 . - 306998 306998
Cash and cash
cquivalents . . 18,094 . . 18,094 18,094
Total - - 325,092 - - 325092 325,092
Financial payables . . . . . . .
Financial payables due
to sharcholders . . - - 338324 338324 338324
Trade payables . . . . . . .
Total - - - - 338324 338,324 338324

6. IFRS 8:segment information

Based on the fact that Company operates only in the wind renewable energy sector and operations are
essentially in Serbia, hence there is only one reportable segment.

7. Information on guarantees issued, commitments and other contingent liabilities

The Company’s commitments and other contingent liabilities are presented below:
a) Taxes

Tax laws are subject to different interpretations and frequent amendments. Tax authorities’
interpretation of Tax laws may differ to those made by the Company’s management. As result, some
transactions may be disputed by tax authorities and the Company may have to pay additional taxes,
penalties and interests. Tax liability due date is five years, Tax authorities have rights to determine
unpaid liabilities within five years since the transaction date. Management has assessed that the
Company has paid all tax liabilities as of 31 December 2017.

There were no other material commitments and contingent liabilities of the Company.

8. Investments in subsidiary

Investments in subsidiary is detailed as follow:
. RSD 16,009 thousand for 54% owned in of MK-Fintel Wind AD.

. RSD 5 thousand for 54% owned in of MK-Fintel Wind Holding Doo.
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9. Short-term loans and investments - parent companies and subsidiaries

Short-term loans and investments to parents’ companies and subsidiaries amount to RSD 437,170
thousand (RSD 313,132 thousand at 31 December 2016 and RSD 306,218 thousand at 31 December
2015) and they only refer to financing provided to the subsidiaries MK-Fintel Wind AD (RSD 273,944
thousand at 31 December 2017) and MK-Fintel Wind Holding Doo (RSD 163,226 thousand at 31
December 2017). The amounts of 2016 and 2015 relate to subsidiary MK-Fintel Wind AD.

10. Short-term loans and investments - other related parties

Short-term loans and investments to related parties amount to RSD 9,049 thousand (RSD 11,431
thousand at 31 December 2016 and RSD 780 thousand at 31 December 2015) and they only refer to
financing provided to the related company Energogreen Doo.

11. Cash and cash equivalents

“Cash and cash equivalents” at 31 December 2017, 2016 and 2015 are detailed as follows:

31 December 2017 31 December 2016 31 December 2015

Cash and cash equivalent 108 3479 18,094

The fair value of cash and cash equivalents coincides with the carrying amount thereof.

For the purpose of the preparation of the statement of cash flows, investing and financing transactions
that did not require the use of cash or cash equivalents have been excluded.

12. Other current assets

“Other current assets” of RSD 55,692 thousand at 31 December 2017 (RSD 37,748 thousand at 31
December 2016 and RSD 16,608 thousand at 31 December 2015) are detailed in the following table:

31 December 2017 31 December 2016 31 December 2015
Value added tax 1277 1,287 1,403
Prepayments and accrued income 55692 37,748 16,608
Total 56,969 39,035 18,011

Prepayments and accrued income includes interests accrued during the years for the shareholder’s
loan to the subsidiaries. Accrued interest is expected to be paid once subsidiaries start generating
sufficient profits.
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13. Equity

Equity at 31 December 2017, 2016 and 2015 is detailed in the following table:

RSD thousand 31 December 2017 31 December 2016 31 December 2015
Share capital 3,825 - -
Stakes of limited lability companies . 817 817
Loss from previous years (11.389) (8.088) (3301)
Loss from current year (36,035) (3.300) (4.787)
TOTAL EQUITY (43,599) (10,571) (7.271)

The equity components and changes therein are detailed below:
Share capital

As of 31 December 2017, the Company's fully subscribed and paid up share capital amounted to RSD
3.825,416.5 consisting of 25,000,000 ordinary shares with nominal value of RSD 0.153 each.

Retained earnings/(Losses)

These consist of earnings/(Losses) from previous years. They also include net profit/(losses) for the
current year.

14. Long and short term loans and borrowings

Set out below are details of long and short term loans and borrowings at 31 December 2017, 2016 and

2015;
RSD thousand 31 December 2017 31 December 2016 31 December 2015
Long term borrowings 137973 . -
Short-term loans and borrowings . . %
Total 137,973 . .

Details of bank loans outstanding at 31 December 2017 are summarised in the following table:

Residual debt at
Beneficiary company 31 D;::"-ber rnmmsp— Maturity
Fintel Encrgija 137973 137,973 . 2024
137,973 137,973 -
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15. Long and short term loans and borrowings from parent and subsidiaries

Loans and borrowings to parent and subsidiaries of RSD 329,088 thousand as at 31 December 2017 (RSD
343,654 thousand at 31 December 2016 and RSD 338,324 thousand at 31 December 2015), mainly
consist of revocable loans to be repaid to the Ultimate Parent company Fintel Energia Group Spa that
were granted for the benefit of Fintel Energija. The loans are interest bearing,

16. Accruals

Accruals amounted to RSD 96,185 thousand at 31 December 2017, to RSD 19,758 at 31 December 2016
and to RSD 19,409 thousand at 31 December 2015, consist mainly of interests on shareholders loan due
to Fintel Energia Group SpA, accrued interests on financial loan and invoice to be received from the
Parent Company for management fee.

17. Non-production costs

Non-production costs amount to RSD 30,647 thousand in 2017 (RSD 771 thousand in 2016 and RSD 730
thousand in 2015). The increase is mainly due to management fee charged in 2017 from the Parent
Company for services rendered during the year.

18. Finance income - parent company and subsidiaries

Finance income amounted to RSD 35,213 thousand for the year ended 31 December 2017 (RSD 26,146
thousand for the year ended 31 December 2016 and RSD 22,447 thousand for the year ended 31
December 2015) and consists of interests on shareholder’s loans given to subsidiaries and gain for the
conversion at year end exchange rate RSD/Euro of the loans received from the Parent Company.

19. Finance expense - parent company and subsidiaries

Finance expense amounted to RSD 34,424 thousand for the year ended 31 December 2017 (RSD 25,374
thousand for the year ended 31 December 2016 and RSD 25,981 thousand for the year ended 31
December 2015) and consists of interests on sharcholder’s loans received from Parent Company and
losses incurred for translation of loans, denominated in Euro, provided to subsidiaries.

20. Income tax expense

Income tax expenses for the years ended 31 December 2017, 2016 and 2015 are detailed as follows:

Year ended 31 December
2017 2016 2015
Income tax for the year 2927 2927 672
Deferred income tax for the period (note 12) . - .
Origination and reversal of temporary differences - . -
2,927 2,927 672
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The tax on the Company's profit before tax differs from the theoretical amount that would arise using
the weighted average tax rate applicable to the Group’s profits as follows:

Year ended 31 December
2017 2016 2015
Profit before tax (33,108) (373) (4,115)
Tax caleulated at domestic tax rates applicable to profits in the respective . - -
countries
Tox effect on:
Revenues exempt from taxation - - -
Expenses not deductible for tax purposes
= Transfer pricing effect for interest expense 2917 297 2,294
= Other expenses not deductible 1 1 .
Tax losses for which no deferred income tax asset was
recognized (utilized recognised tax credit), net - “ (1,622)
Losses from subsidiaries 11,552 11,124 15,553
Other tax effects for reconciliation between accounting profit and tax
expense (1.224) 1.594 (1.434)
Adjustment in respect of prior years . . .
2,927 2927 672
Effective income tax rate 0% 0% 0%

The weighted average applicable tax rate was 0% (2016: 0%, 2015: 0%).

21. Earnings/(loss) per share

The result per share has gone from a loss per share of RSD 0.19 in 2015 to a loss per share of RSD 0.13
and 1.44 for the years ended 31 December 2016 and 31 December 2017 respectively. It has been
computed by dividing the Company’s net result by the average number of Fintel Energija shares
outstanding in the years in question (average number of shares outstanding of 25,000 thousand).

Fintel Energija was a limited company till November 2017 when it was transformed in a joint stock
company. For this reason, earning/(loss) per share for all three years ended at 31 December 2017,
2016 and 2015 has been computed based on the shares existing as of 31 December 2017.

There were no dilutive effects for all three years. Accordingly, diluted earnings per share thus coincide
with basic earnings per share.

22. Contingent liabilities and commitments

There are not any contingent liabilities and commitments.

23. Related party transactions

As previously indicated, the Company is a subsidiary of Fintel EnergiaGroup SpA,

A summary provided below of the Company's transactions with related parties in 2017, 2016 and 2015,
All transactions with related parties are entered into at market value.

97



98

FANT amannte are in (] BT pmile
ounLE are 1n WUV Daly UNIESS OLY

[

(41l Qi

23. Related party transactions [continued)

As of 31 December 2017, 31 December 2016 and 31 December 2015 the outstanding balances with

related parties were as follows:

At 31 December 2017
Parent's
Parent subsidiaries Suhsidiaries Total
Company and
associates
RED thousand
Short-term loans - 445,219 445,219
Other current assets - 56,692 55,692
Other current liabilities [123.422) (123,422)
Shareholder's loan (329.088) (329.088)
Total (452,510) - 501,911 49,401
At 31 December 2016
Parent's
Parent subsidiaries Total
Company and
assoriates
ESD thousand
Short-term loans 324,563 324,563
Other current assets - 37,748 37,748
Other current liabilities (48.197) (48.197)
Shareholder's loan [343.654) (343.654])
Total (391.851) - 362,311 (29,540)
At 31 December 2015
Parent's
Parent subsidiaries Total
Company and
associates
RED rhousand
Short-term loans 306,998 306,998
Other current assets - 16,608 16,608
Other current liabilities (27.960) (27.960]
Shareholder's loan [338.324) (338.324)
Total (366,284) - 323,606 (42.678)
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EXPLANATORY NOTES TO THE FINANCIAL STATEMENTS

(All amounts are in 000 RSD, unless otherwise stated)

23. Related party transactions (continued)

For the year ended 31 December 2017, 2016 and 2015 the following transaction occurred with related

parties:
| At31 December 2017 ]
Parent's
Parent subsidiaries adacce
Company a5l Subsidiaries Total
assoclates
RSD thousand
Revenues . - -
Selling, general and administrative expenses (29.879) . (29.879)
Finance income . 18,945 18,945
Finance expense (19.147) - - (19.147)
Total (49.02?) - 18,945 I!Ogﬂl
| At 31 December 2016 |
Parent's
Parent subsidiaries
Company and Total
associates
RSD thousand
Revenues . - - -
Other revenues . - - .
Finance income B - 20,826 20,826
Finance cxpense (19.718) - - (19.718)
Total (19.718) - 20.826 1,108
| At 31 December 2015 ]
Paremt's
Parent subsidiaries
Company and Total
associates
RSD thousand
Revenues
Other revenues . - - .
Finance income - - 16,609 16,609
Finance expense (19.409) = - (19,409)
Total (19,409) . 16,609 (2,800)

There is not any remuneration payable to the Managing Director in 2017, 2016 and 2015, Tiziano
Giovannetti acts as sole director in of Fintel Energija’s subsidiaries without any further remuneration.
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EXPLANATORY NOTES TO THE FINANCIAL STATEMENTS
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{All amounts are in 000 RSD, unless otherwise stated)

Z24. Significant subsequent events

On 27 February 2018, the Company’s subsidiary MK-Fintel Wind A.D. has reached the financial closing
of Euro 81.5 million facility for the completion of Kosava Phase | wind farm in Vrsac, Serbia. For the
construction of the project, which started in July 2017, Fintel Energija A.D,, serbian country holding of
Fintel Energia Group S.p.A. had previously received a junior loan from AIK Banka,

The total investments for the above project amounts to Eur 117 million (out of which Eur 10,9 million
have been invested during first quarter of 2018) while the portion of debt package amounts to Eur 81.5
million. Financing will be syndicated by: Erste Group Bank, Erste Bank Serbia, Austrian Development
Bank (OoEb), Unicredit Serbia and Zagrebacka Banka.

Kosava Phase | capacity is 69 MW, derived from 20 wind turbines of 3,45 MW each and the project is
expected to become fully operational by the end of 2019.
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pwc
INDEPENDENT AUDITOR'S REPORT

To the Owner of Fintel Energija a.d.

We have andited the accompanying consolidated financial statements of Fintel Energija a.d. (the .Company™)
wmmmmmmwmmmmm-om December 2017,
2016 and 2015 and the consolidated income statement, consolidated statement of other com

income, consolidated statement of changes equity and consolidated cash flow statement for the years then
ended and notes, comprising a summary of significant accounting policies and other explanatory information.

Management’s responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with the requirements of the Law on Accounting and accounting regulation effective
in the Republic of Serbia, and for such internal control as management determines is necessary 10 enable the
paration of consolidated financial statements that are free from material misstatement, whether due to
oF etror.

Auditor's responsibility

wwmhbmmmu consolidated financial statements based on our audit, We

audit in accordance with the Law on Auditing and auditing regulation effective in the Republic

tion require that we com mmmaummmm.w
assurance about whether the consolidated financial nmumholm-

Mn&mmmbo&dnn&aﬂmmmmm&dmmhm
consolidated financial statements, The procedures selectod depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether doe to
fraud or error. In making those risk asscssments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the of an opinion on the
effectivencss of the entity’s internal control. An audit also evaluating the appropriateness of
accounting Mandhmdummin-mmtymmuwﬂn
evaluating the overall presentation of the consolidated

m:IMnMMwMMhMtMme-MhW

Opinion

1n our opinion, the consolidated financial statements present , In all material respects, the financial

mldo-ollheompud:ub«mbenow.mwudzou. dihﬁnnm!pubtmmndmwh
flows for the years then ended in accordance with the requirements of the Law on Accounting and accounting
regulation effective in the Repoblic of Serbia.

WW*N
Licensed Auditor

Belgrade, 10 Aptil 2018

[ PriceuaterhouseCoopers d.o.0., Ombadinskik brigada 880, 11070 Belgrode, Republic of Serbia
T: +381 11 3302 100, F: 4381 11 3302 107, WU PUCrs
Bos vomiom o our pvpant/ 1he scoumpunying docwssents i 3 triss btion fum Dhe oigingd, w hich was gevpaced in Sovbean AR pranibic

2w b Bty Lokt b evnuee AAGE (e truome itk B an anourste snprosentation of 1 e coigiou] Mesnyor, m ol smuttons of Isderpertathe
o inborrot b v s ot seeninene Ve orbginu] Lasange vemviom of v sepnnt Lakew prrendenor an e ke trerslat i
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CONSOLIDATED BALANCE SHEET

In RSD thousand
31 31 31
AOP Note December December December
2017 2016 2015
A. SUBSCRIBED CAPITAL UNPAID 0001 . - -
B. NON-CURRENT ASSETS

0002 3,184,272 2,896,346 1,960,642

L INTANGIBLE ASSETS (0004+0005+0006+0007+0008+0009) 0003 -

(0003 + 0010 + 0019+ 0024 + 0034)

1. Development investments 0004 - - -
2. Concessions, licenses, software and other rights 0005 - - -
3. Goodwill 0006 - - -
4. Other intangible assets 0007 - - -
5. Intangible assets under development 0008 . - -
6. Advances for intangible assets 0009 . - -
1. PROPERTY, PLANT AND EQUIPMENT
(001140012+001340014+0015+0016+001740018) 0010 3053992 283,51 (1879942
1. Land 0011 8 27,048 21,462 21,462
2. Bulldings 0012 8 514,804 542,242 -
3. Machinery and equipment 0013 8 2,023562 2,132,805 242
4. Investment property 0014 - - -
5. Other property, plant and equipment 0015 - - -
6. Construction in progress 0016 8 225,732 148,341 713,571
7. Investments in leased PP&E 0017 . - -
8. Advances for PP&E 0018 8 262,805 8,281 1,135,667
111, BIOLOGICAL ASSETS (0020+0021+002240023) 0019 - - -
1. Forest farming 0020 - - -
2. Livestock 0021 . - -
3. Biological assets in production 0022 . . -
4. Advances for biological assets 0023 - - -
IV. LONG-TERM FINANCIAL INVESTMENTS
(002540026+0027+0028+4+0029+0030+4003140032+40033) 0024 130320 43,215 89,699
1. Investments in subsidiary 0025 . - .
2. Investments in joint ventures 0026 . . .
3. Investments in other legal entities and other available for sales 0027 R . .
financial assets
4. Long term investments in parent and subsidiaries 0028 - - -
5. Long-term investments in other related parties 0029 - - -
6. Long-term investments - domestic 0030 - - -
7. Long-term investments - foreign 0031 - - -
8. Securities held to maturity 0032 - - -
9. Other long-term financial investments 0033 9 130,320 43,215 89,699
V. LONG-TERM RECEIVABLES i i :
(0035+0036+0037+0038+0039+0040+0041) 0034
1. Receivables from parent company and subsidiaries 0035 - - .
2. Receivables from other related parties 0036 . . .
3. Receivables from sale of goods on credit 0037 . . .
4. Receivables arising out of finance lease contracts 0038 . - .
5. Claims arising from guarantees 0039 . . .
6. Bad and doubtful receivables 0040 . - -
7. Other long-term recelvables 0041 - - -
C. DEFFERED TAX ASSETS 0042 - - -
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CONSOLIDATED BALANCE SHEET (CONTINUED)
In RSD thousand

31 31 31
AOP Note December  December December
2017 2016 2015
D. CURRENT ASSETS 0043
(0044+0051+0059+0060+0061+0062+0068+0069+0070) 208,422 243,008 190,030
L INVENTORY (0045+0046+0047+0048+0049+40050) 0044 497 680 568
1. Materials, spare parts and tools 0045 - . .
2. Work in progress 0046 . . .
3. Finished goods 0047 - - -
4. Merchandise 0048 - - -
5. Assets held for sale 0049 - - -
6. Advances for inventory and services 0050 497 680 568
11. TRADE RECEIVABLES ) P .
(0052+0053+0054+0055+0056+0057+0058) 0051
1. Domestic trade receivables - parents and subsidiaries 0052 - - -
2. Foreign trade receivables - parents and subsidiaries 0053 - . -
3. Domestic trade receivables - other related parties 0054 - . -
4. Foreign trade receivables - other related parties 0055 . . .
5. Trade receivables - domestic 0056 - 445 -
6. Trade receivables - foreign 0057 - - -
7. Other trade receivbles 0058 - . -
111. RECEIVABLES FROM SPECIFIC OPERATIONS 0059 - - -
IV. OTHER RECEIVABLES 0060 3,935 87 159
V. FINANCIAL ASSETS AT FAIR VALUE THROUGHT PROFIT OR 0061
V1. SHORT TERM FINANCIAL INVESTMENTS
(0063+0064+0065+0066+0067) 0062 10,674 11,431 780
1. Short-term loans and investments - parent companies and 0063 i " i
subsidiaries
2. Short-term loans and investments - other related parties 0064 10 10,674 11,431 780
3. Short-term loans and investments - domestic 0065 . . .
4. Short-term loans and investments - foreign 0066 . - -
5. Other short-term loans and investments 0067 - . -
VIL. CASH AND CASH EQUIVALENTS 0068 11 102,755 175,295 144,794
VIIL VALUE ADDED TAX 0069 12 28,580 26,890 43,316
IX. PREPAYMENTS AND ACCRUED INCOME 0070 12 61,981 28,181 413
E. TOTAL ASSETS (0001+0002+0042+0043) 0071 3,392,694 3,139,354 2,150,672
F. OFF-BALANCE SHEET ASSETS 0072 7 344,864 359418 425,040
A.EQUITY (0402+0411-0412+0413+0414+0415- 0401 2 = A
0416+0417+0420-0421)
1. SHARE CAPITAL
(0403 4040440405 +0406+0407+0408+0409+0410) s S sl 2
1. Share capital 0403 13 3,825 - -
2. Stakes of limited liability companies 0404 13 - 817 817
3. Stakes 0405 - - -
4. State owned capital 0406 - - -
5. Socially owned capital 0407 . . .
6. Stakes in cooperatives 0408 - - -
7. Share premium 0409 - - -
8. Other capital 0410 - - -
11, SUBSCRIBED CAPITAL UNPAID 0411 - - -
111, OWN SHARES 0412 - - .
IV. RESERVES 0413 - - -
V. REVALUATION RESERVES FROM VALUATION OF 0414 < ~ .
INTANGIBLES, PROPERTIES, PLANT AND EQUIPMENT
VI. UNREALISED GAINS FROM SECURITAS AND OTHER 0415 5 X 5
COMPONENTS OF OTHER COMPREHENSIVE INCOME
VII. UNREALIZED LOSSES FROM SECURITIES AND OTHER
COMPONENTS OF OTHER COMPREHENSIVE INCOME $915:13 K16 RN 2445
VIIL. RETAINED EARNINGS (0418+0419) 0417 13 44,395 22,225 -
1. Retained earnings from previous years 0418 - . -
2. Retained earnings from current year 0419 13 44,395 22,225 -
IX. NON-CONTROLLING INTEREST 0420 13 8,611 (67,379) (79337)
X. LOSS (0422+40423) 0421 13 95,743 117,967 117,967
1, Loss from previous years 0422 13 95,743 117,967 70,003
2. Loss from current year 0423 13 . - 47,964
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CONSOLIDATED BALANCE SHEET (CONTINUED)
In RSD thousand

31 31 31
AOP Note December  December December
2017 2016 2015
B. LONG-TERM PROVISIONS AND LIABILITIES
(0425+0432) 0424 1,839,751 1,950,661 1,164,111
1. LONG-TERM PROVISIONS
(0426404274042840429+0430+4031) 0425 : : i
1. Provisions for warranty claims 0426 - . .
2. Provision for environmental rehabilitation 0427 - - -
3. Provisions for restructuring costs 0428 - - -
4. Provisions for employee benefits 0429 - - .
5. Provisions for litigations 0430 - . -
6. Other long term provisions 0431 - . .
11. LONG-TERM LIABILITIES
(0433+40434+0435+0436+0437+0438+0439+0440) 0432 1,839,751 1,950,661 1,164,111
1. Liabilities convertible to equity 0433 . - -
2. Liabilities to parent and subsidiaries 0434 14 14,217 14817 14,595
3. Liabilities to other related parties 0435 - - .
4. Liabilities for issued long-term securities 0436 - . -
5. Long term borrowings - domestic 0437 16 1,792,500 1,883,692 1,122,390
6. Long-term borrowings - foreign 0438 - - -
7. Finance lease liabilities 0439 . - .
8. Other long-term liabilities 0440 17 33,034 52,152 27,127
C. DEFFERED TAX LIABILITIES 0441 6,779 12,328 9,689
D. SHORT-TERM LIABILITIES
(0443404504045140459+046040461+0462) 0442 1,600,238 1,362,607 1,185,810
L. SHORT-TERM FINANCIAL LIABILITIES
(044440445+0446+044740448+0449) 0443 1,149,926 1,072,630 932,149
1. Short term borrowings from parent and subsidiaries 0444 14 482,619 503,665 495,942
2. Short term borrowings from other related parties 0445 15 513,822 414,256 406,706
3. Short-term loans and borrowings - domestic 0446 16 153,485 154,709 29,501
4. Short-term loans and borrowings - foreign 0447 - - -
5. Liabilities relating to current assets and held-for-sale assets 0448 X z 2
attributable to discounted operations
6. Other short term liabilities 0449 - - -
11, ADVANCES RECEIVED 0450 - - -
IIL. TRADE PAYABLES (0452+0453+40454+0455+0456+40458) 0451 18 109,509 29475 139,791
1. Trade payables - parent and subsidiaries - domestic 0452 54,395 22,000 .
2. Trade payables - parent and subsidiaries - foreign 0453 . - -
3. Trade payables - other related parties - domestic 0454 3,975 3,102 18,065
4, Trade payables - other related parties - foreign 0455 - - -
5. Trade payables - domestic 0456 44,235 4.361 121,714
6. Trade payables - foreign 0457 6,904 11 1
7. Other operating liabilities 0458 . - -
IV.OTHER SHORT-TERM LIABILITIES 0459 57,771 71,292 37476
V. LIABILITIES FOR VAT 0460 - - -
VI LIABILITIES FOR OTHER TAXES 0461 41,876 9,774 788
VII. ACCRUED EXPENSES 0462 19 241,156 179,437 75,605
E. LOSS EXCEEDING EQUITY (0412+40416+0421-0420-0417-
0415-0414-0413-0411-0402)>=0=(0441+0424+0442- 0463 54,075 186,242 208,938
0071)>=0
F. TOTAL EQUITY AND LIABILITIES
(0424+0442+044140401-0463)>=0 0464 3,392,694 3,139,354 2,150,672
G. OFF-BALANCE SHEET LIABILITIES 0465 7 344,864 359418 425,040

Tiziano Giovannetti
Director

5 April 2018

The accompanying notes are an integral part of these Consolidated Financial Statements.
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CONSOLIDATED INCOME STATEMENT
In RSD thousand

Year ended
31 December
AOP Note 2017 2016 2015
INCOME FROM REGULAR OPERATING ACTIVITIES
A. OPERATING INCOME (1002+1009+1016+1017) 1001 496,683 183,922 62
I. INCOME FROM THE SALE OF GOODS ¥ . )
(1003+1004+41005+1006+1007+1008) 1002
1. Income from sales of goods to parent and subsidiaries on
domestic market 1003 : - )
2. Income from sales of goods to parent and subsidiaries on ) i i
foreign market 1004
3. Income from the sale of goods to other related parties on < 2 -
domestic market 1005
4. Income from the sale of goods to other related parties on
foreign market 1006 ) ) 2
5. Income from sale of goods on domestic market 1007 - - -
6. Income from sale of goods on foreign market 1008 - . -
11, INCOME FROM SALES OF PRODUCTS AND SERVICES
(1010+101141012+1013+1014+1015) 1009 S04  1maks :
1. Income from sales of products and services to parent and
subsidiaries on domestic market 1010 . = g
2. Income from sales of products and services to parent and ) i N
subsidiaries on foreign market on
3. Income from sales of products and services to other related
parties on domestic market 1012 ) ) .
4. Income from sales of products and services to other related > :
parties on foreign market 1013
5. Income from sales of products and services - domestic 1014 20 496,683 183,922 -
6. Income from sales of products and services - foreign 1015 . . .
1L INCOME FROM PREMIUMS, SUBVENTIONS AND ) y X
DONATIONS 1016
IV.OTHER OPERATING INCOME 1017 - - 62
EXPENSES FROM REGULAR OPERATING ACTIVITIES - . -
B. OPERATING EXPENSES
(1019-1020-
1021+1022+1023+1024+1025+1026+1027+1028+1029)> °18 - 283685 128213 23434
=0
. COST OF GOODS SOLD 1019 . . .
Il. WORK PERFORMED BY THE ENTITY AND CAPITALIZED 1020 - . .
1l INCREASE IN INVENTORIES OF UNFINISHED AND FINISHED
GOODS AND ONGOING SERVICES 1021 7 2 =
IV. DECREASE IN INVENTORIES OF UNFINISHED AND x X A
FINISHED GOODS AND ONGOING SERVICES 1022
V. COST OF MATERIAL 1023 245 1,758 30
V1. COST OF FUEL AND ENERGY 1024 1,232 2,143 .
VIL COST OF SALARIES, FRINGE BENEFITS AND OTHER
PERSONAL EXPENSES 1025 6349 Li29 2051
V1L COST OF PRODUCTION SERVICES 1026 21 50,780 30,727 2,852
IX. DEPRECIATION, DEPLETION AND AMORTIZATION 1027 22 138,374 42,155 63
X. COST OF LONG-TERM PROVISIONING 1028 . . .
XI. NON-PRODUCTION COSTS 1029 23 86,716 50,302 17,438
C. OPERATING GAIN (1001-1018)>=0 1030 212,998 55,708 -
D, OPERATING LOSS (1018-1001)>=0 1031 - - 23372
E. FINANCE INCOME (1033+1038+1039) 1032 141,224 9,796 22,131
L FINANCIAL INCOME FROM RELATED PARTIES AND OTHER 61.505 7557 8929
FINANCIAL INCOME (1034+1035+1036+1037) 1033 ’ 8
1. Finance income - parent company and subsidiaries 1034 24 43,306 7.557 7.837
2. Finance income - other related parties 1035 18,199 . 1,092
3. Share of profit of associates and joint ventures 1036 . - .
4. Other financial income 1037 - - -
I INTEREST INCOME (from third parties) 1038 1,140 329 253
111, FOREIGN EXCHANGE GAINS (third parties) 1039 78,579 1,909 12,950
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CONSOLIDATED INCOME STATEMENT

In RSD thousand
Year ended
31 December
AOP Note 2017 2016 2015
F. FINANCE EXPENSES (1041+1046+1047) 1040 196,729 124,949 67452
L FINANCIAL EXPENSES FROM RELATED PARTIES AND OTHER
FINANCIAL EXPENSES (1042+1043+1044+1045) 1041 a0 Lol Shvels
1. Finance expense - parent company and subsidiaries 1042 25 51,765 48,145 42,742
2. Finance expense - other related parties 1043 25 14,170 6,176 2,204
3. Share of loss of associates and joint ventures 1044 . . .
4. Other financial expense 1045 . 6,777 11,073
Il INTEREST EXPENSE (from third parties) 1046 25 126,381 44,959 2
111, FOREIGN EXCHANGE LOSSES (third parties) 1047 4412 18893 11,432
G. PROFIT FROM FINANCING OPERATIONS (1032-1040) 1048 . . .
H. LOSS FROM FINANCING OPERATIONS (1040-1032) 1049 55,504 115,153 45,321
1. INCOME FROM VALUATION OF ASSETS AT FAIR VALUE ) ) )
THROUGH PROFIT AND LOSS 1050
J. LOSS FROM VALUATION OF ASSETS AT FAIR VALUE ‘ , ’
THROUGH PROFIT AND LOSS 1051
K. OTHER INCOME 1052 26 920 122,387 -
L. OTHER EXPENSES 1053 27 8,646 5971 642
M. OPERATING PROFIT BEFORE TAX
(1030-103141048-1049+1050-1051+1052-1053) 1054 243,767 671 s
N. OPERATING LOSS BEFORE TAX X | 69,335
(1031-103041049-1048+1051-1050+1053-1052) 1055
O.NET INCOMEATTRIBUTABLE TO DISCONTINUED
OPERATIONS, EXPENSES ARISING FROM CHANGES IN % % .
ACCOUNTING POLICIES AND CORRECTION OF PRIOR PERIOD
ERRORS 1056
P.NET LOSS ATTRIBUTABLE TO DISCONTINUED
OPERATIONS, EXPENSES ARISING FROM CHANGES IN . ) )
ACCOUNTING POLICIES AND CORRECTION OF PRIOR PERIOD
ERRORS 1057
Q. PROFIT BEFORE TAX (1054-1055+1056-1057) 1058 149,767 56,971 -
R. LOSS BEFORE TAX (1055-1054+1057-1056) 1059 - . 69,335
IL INCOME TAX
I. CURRENT INCOME TAX 1060 28 45,273 6,610 672
I, DEFERRED TAX EXPENSE FOR THE PERIOD 1061 - 6,393 14,736
111, DEFERRED TAX INCOME FOR THE PERIOD 1062 28 8416 . -
S. PERSONAL INCOME PAID TO EMPLOYER 1063 . . .
T.NET PROFIT (1058-1059-1060-1061+1062) 1064 112,910 43,968 -
V.NET LOSS (1059-1058+1060+1061-1062) 1065 - - 84,744
I NET INCOME ATTRIBUTABLE TO NON-CONTROLLING
INTERESTS 1066 68515 21,743 .
I NET INCOME ATTRIBUTABLE TO THE OWNER 1067 44,395 22,225 .
1. NET LOSS ATTRIBUTABLE TO NON-CONTROLLING
INTERESTS 1068 - - 36,780
IV. NET LOSS ATTRIBUTABLE TO THE OWNER 1069 . - 47,964
V. EARNINGS PER SHARE
1. Basic earnings per share (in RSD) 1070 29 1.78 0.89 (1.92)
2. Diluted earnings per share (in RSD) 1071 29 1.78 0.89 (1.92)
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CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE Year ended 31 December
INCOME
In RSD thousand
AOP Note 2017 2016 2015
A.NET PROFIT/(LOSS)
I. PROFIT, NET (AOP 1064) 2001 112,910 43,968 -
11. LOSS, NET (AOP 1065) 2002 - - 84,744
B. OTHER COMPREHENSIVE PROFIT OR LOSS
a) Items that will not be reclessified to profit or loss
1. Changes in the revaluation of intangible assets, property,
plant and equipment
a) increase in revaluation reserves 2003 - - -
b) decrease in revaluation reserves 2004 - - -
2. Actuarial gains (losses) of post-employment benefit
obligations
a) gains 2005 - - -
b) losses 2006 - - -
3. Gains and losses arising from equity investments
a) gains 2007 - - -
b) losses 2008 . . .
4. Gains or losses arising from a share in the associate’s
other comprehensive profit or loss
a) gains 2009 - - -
b) losses 2010 - - -
b) Items that may be subsequently reclassified to profit or loss
1. Gains (losses) from currency translation differences
a) gains 2011 - - -
b) losses 2012 - - -
2. Gains (losses) on investment hedging instruments in
foreign business
a) gains 2013 . - .
b) losses 2014 . - .
3. Gains and losses on cash flow hedges
a) gains 2015 19,118 - -
b) losses 2016 . 25,025 27,127
4. Gains (losses) from change in value of available-for-sale
financial assets
a) gains 2017 . . .
b) losses 2018 - - -

L OTHER COMPREHENSIVE PROFIT BEFORE TAX

(2003+2005+42007+2009+2011+2013+2015+2017)-

(2004+2006+2008+2010+201242014+2016+2018)>=0 2019 19.118 . .
Il OTHER COMPREHENSIVE LOSS BEFORE TAX

(2004+2006+2008+2010+2012+2014+2016+2018)-

(2003+2005+2007+2009+2009+2011+2013+2015+2017)>=0 2020 ] 25,025 27127
111 TAX ON OTHER COMPREHENSIVE INCOME OR LOSS FOR

THE PERIOD 2021 2868 (3754) (4,069)
IV. TOTAL NET COMPREHENSIVE PROFIT (2019-2020-

2021)>=0 2022 16,250 : ;
V. TOTAL NET COMPREHENSIVE LOSS (2020-

2019+2021)>=0 2023 : 31272 23056

C. TOTAL NET COMPREHENSIVE PROFIT
L TOTAL COMPREHENSIVE PROFIT, NET

(2001-2002+2022-2023)>=0 2024 129.160 22696 -
1. TOTAL COMPREHENSIVE LOSS, NET i z 107.801
(2002-2001+2023-2022)>=0 2025
D. TOTAL NET COMPREHENSIVE PROFIT / (LOSS)
(2027+2028)=A0P 2024>=0 wan AOP 2025>0

2026
1. Attributable to shareholders 2027 53,170 10,738 (60,415)
2. Attributable to non-controlling interest 2028 75,990 11,958 (47,387)
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CONSOLIDATED STATEMENT OF CASH FLOWS
In RSD thousand

Year ended
31 December
AOP Note 2017 2016 2015
A. CASH FLOWS FROM OPERATING ACTIVITIES
1. Cash inflow from operating activities (1 to 3) 3001 469,823 386,377 5,738
1. Sales and advances received 3002 462,322 156,627
2. Interest from operating activities 3003 7.502 2,822 755
3. Other inflow from operating activities 3004 226,928 4,983
11. Cash outflow from operating activities (1to 5) 3005 235447 95,875 65,599
1. Payments and prepayments to suppliers 3006 91,915 69,625 51,408
2. Salaries, benefits and other personal expenses 3007 1,748 3,479 3,071
3. Interest paid 3008 132121 21,480 11,121
4. Income tax paid 3009 9,663 1,291
5. Payments for other public revenues 3010
111, Net cash inflow from operating activities (1-1I) 3011 234376 290,503
IV. Net cash outflow from operating activities (11 - 1) 3012 59,862
B. CASH FLOWS FROM INVESTING ACTIVITIES
I. Cash flows from investing activities (1 to 5) 3013 46,972
1. Sale of shares (net inflow) 3014
2. Proceeds from sale of intangible assets, property, plant and
equipment 3015
3. Other financial investments (net inflow) 3016 46,972
4. Interest from investing activities 3017
5. Dividend received 3018
11, Cash outflow from investing activities (1 to 3) 3019 407467 1,129,413 1,496,922
1. Acquisition of subsidiaries or other business (net outflow) 3020
2. Purchase of intangible assets, property, plant and equipment 3021 317,697 1,129,413 1,420,165
3. Other financial investments (net outflow) 3022 89,770 76,757
111, Net cash inflow from investing activities (1 - 11) 3023
1V. Net cash outflow from investing activities (11 - 1) 3024 407,467 1,082,441 1,496,922
C. CASH FLOWS FROM FINANCING ACTIVITIES
L. Cash inflow from financing activities (1 to 5) 3025 256,204 947,155 1,584,153
1. Increase in share capital 3026
2. Proceeds from long-term borrowings (net inflow) 3027 140,162 945,307 1,328,031
3. Proceeds from short-term borrowings (net inflow) 3028 116,043 1,848 256,122
4. Other long-term labilities 3029
5. Other short-term liabilities 3030
11, Cash outflow from financing activities (1 to 6) 3031 155,563 125,300 216,411
1. Purchase of own shares 3032
2. Repayment of long-term borrowings (net outflow) 3033 155,563 125,300 216,411
3. Repayment of short-term borrowings (net outflow) 3034
4. Repayment of other liabilities (net outflow) 3035
5. Financial lease 3036
6. Dividend distribution 3037
111, Net cash inflow from financing activities (1-11) 3038 100,551 821,855 1,367,743
IV Net cash outflow from financing activities (I1 - 1) 3039
D. TOTAL CASH INFLOW (3001+3013+3025) 3040 726,028 1,380,504 1,589,891
E. TOTAL CASH OUTFLOW (3005+3019+3031) 3041 798,567 1,350,587 1,778,932
F.NET CASH INFLOW (340-341) 3042 29917
G. NET CASH OUTFLOW (341-340) 3043 72,539 189,041
H. CASH AND CASH EQUIVALENTS AT THE BEGINNING OF
THE YEAR 3044 175,295 144,794 333,835
I. CURRENCY TRANSLATION GAINS ON CASH AND CASH
EQUIVALENTS 3045 584
J. CURRENCY TRANSLATION LOSSES ON CASH AND CASH
EQUIVALENTS 3046
K. CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR
(3042-3043+3044+3045-3046) 3047 102,755 175,295 144,794
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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Equity components
Retained earnings
AOP Share capital AoP Reserves AoP Loss AoP (loss)
Balance as at 1 January 2015
a) debit 4001 - 4037 4055 70,033 4091 -
b) credit 4002 817 4038 4056 - 4092 -
Adjustments of material errors and changes in accounting policies
a) debit 4003 - 4039 4057 - 4093
b) credit 4004 < 4040 4058 - 40
Restated opening balance as at 1 January 2015
a) debit (1a+2a-26)>=0 4005 4041 4059 4095
6) credit (16-2a+26)>=0 4006 4042 4060 - _40% .
Changes in period
a) debit 4007 - 4043 4061 47964 4097 -
b) credit 4008 - 404 4062 - 4038 -
Balance as at 31 December 2015 -
a) debit (3a+4a-46)>=0 4001 - 4037 4055 117967 4091 .
6) credit (36-4a+46)>=0 4002 817 4038 4056 - 4092 -
Adjustments of material errors and changes in accounting policies
a) debit 4003 - 4039 4087 4093 .
b) credit 4004 - 4080 4058 4094 -
Restated opening balance as at 1 January 2016
a) debit (5a+6a-66)>=0 4005 4041 4059 1095 -
6) credit (56-6a+66)>=0 4006 4042 4060 10% .
Changes in period
a) debit 4007 1043 4061 . 4097 .
b) credit 4008 4044 4062 < __Aom 22,225
Balance as at 31 December 2016
a) debit (7a+8a-86)>=0 4009 . 4045 4063 117,967 109 .
6) credit (76-8a+86)>=0 4010 817 1046 4064 - 4100 22,225
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Equity components
Retained earnings
Aop__ Share capital AoP Reserves AOP Loss A0P
Adjustments of material errors and changes in accounting policies
a) debit 4011 - 4047 - 4065 - 40 -
b) credit 4012 < 4048 < 4066 . 4102
Restated opening balance as at 1 January 2017
a) debit (5a+6a-66)>=0 4013 . 4049 . 4067 « 4103
6) credit (56-6a+66)>=0 4014 - 4050 - __A068 ) (1)
Changes in period
a) debit 4015 - 4051 - 4069 - 4105 22225
b) credit 4016 3008 so0s2 - 4070 22,224 4106 44,395
Balance as at 31 December 2017
a) debit (7a+8a-86)>=0 4017 « 4053 . 4071 95,743 4107 .
6) credit (76-8a+80)>=0 4018 3,825 4054 - 4072 - 408 44,395
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CONSOLIDATED STATEMENT OF CHANGES IN

EQUITY(CONTINUED)
Other comprehensive income components
Gains (losses) from
change in value of
Revaluation Cash flow hedge available-for-sale
Aor reserves Aop gain/(loss) Aop___ financial assets  aor___ Total Equity
Balance asat 1 January 2015
a) debit 4109 - 4199 - 4217 - 70,003
b) credit 4110 <4200 - a8 <4238 817
Adjustments of material errors and changes in accounting policies
a) debit s - 420 4219 . -
b) credit 4112 - %202 4220 - 4236 -
Restated opening balance asat 1 January 2015
a) debit (1a+2a-26)>=0 4113 - 4203 4221 - -
b) credit (16-2a+26)>=0 4114 « 4203 4222 . 4237 -
Changes in period
a) debit 4115 - 4205 12451 4223 . 60,415
b) credit 4116 - 4206 - 4224 - 4238 -
Balance as at 31 December 2015
a) debit (3a+4a-406)>=0 4109 - 4207 12,451 4217 . 130,418
b) credit (36-4a+46)>=0 4110 - 4208 - A - 4239 817
Adjustments of material errors and changes in accounting policies
a) debit a1 - 4209 - a219 . .
b) credit 4112 - 4210 - 4220 -« 4240 -
Restated opening balance as at 1 January 2016
a) debit (5a+6a-66)>=0 4113 - an - 422 . -
b) credit (56-6a+66)>=0 4114 - 412 - A2 S 72 ) .
Changes in period
a) debit 4115 . a3 11,487 4223 . 11,487
b) credit 4116 - 424 - a2 - _A242 22,225
Balance as at 31 December 2016
a) debit (7a+8a-86)>=0 4117 - 4218 23,938 4225 - 141,905
6) credit (76-8a+86)>=0 4118 - 4216 - 4226 - 4243 23,042
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CONSOLIDATED STATEMENT OF CHANGES IN

EQUITY(CONTINUED)
Other comprehensive income components
Gains (losses) from
change in value of
Revaluation available-for-sale
AOP reserves AOP _ Acturial Aor  financial assets Aor  Total Equ
Adjustments of material errors and changes in accounting policies
a) debit 4119 - 4137 - 427
b) credit 4120 - 4138 - 4228 - 4240
Restated opening balance as at 1 January 2017
a) debit (5a+6a-66)>=0 121 . 4139 . 4229 .
b) credit (56-6a+66)>=0 4122 - 4140 - 4230 - _A241
Changes in period
a) debit 4123 - as - a3 - 22225
b) credit 4124 - 4142 8,775 4232 - 4242 78,402
Balance as at 31 December 2017
a) debit (7a+8a-86)>=0 4125 < 4143 15,163 4233 . 110,906
G) credit (76-Ba+86)>=0 4126 S Al - A2 - 4243 48221
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CONSOLIDATED FINANCIAL STATEMENTS
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EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(All amounts are in 000 RSD, unless otherwise stated)

1. General information

Fintel Energija A.D. (hereinafter the “Company” or “Fintel Energija”) and its subsidiaries (together,
“Fintel Group” or the “Group”) is the leading independent renewable energy generator in Serbia. The
Company and the Group acted as the pioneer in the Serbian wind business being the first ever to install
and operate wind farms in the country. The Group sells its power output through offtake arrangements
(Power Purchase Agreement or the "PPA") to |P Elektroprivreda Srbije ("EPS”) and does not supply
electricity directly to the retail customers.

The Company was incorporated as a closed joint stock company on 27 june 2007, under the business
name PRIVREDNO DRUSTVO ZA PROIZVODNJU ELEKTRICNE ENERGIJE FINTEL ENERGIJA AD
BEOGRAD, by the company FINTEL ENERGIA GROUP S.PA, registration number 02658620402, as the
sole shareholder (hereinafter the "Principal Shareholder”). Fintel Energia Group S.p.A. is 86,22%
owned by Hopafi Sri, (the "Ultimate Parent”)

Fintel Energia's registered office is located at Bulevar Mihajla Pupina 115e, Beograd, Serbia.

At 31 December 2017, the Company's fully subscribed and paid up share capital amounted to RSD
3,825 thousand, consisting of 25,000,000 ordinary shares of RSD 0.153 each.

Fintel Energia Group SpA, the Principal Shareholder, is listed joint stock company under Italian law. It
constitute a vertical operator in the integrated energy supply chain, which engages in the sale of
electricity and natural gas in Italy and in the development and exploitation of renewable energy power
plants (photovoltaic, wind and mini wind) in Italy and Serbia.

These consolidated financial statements for the year ended 31 December 2017, 2016 and 2015 have
been prepared by the Group's sole Director, which approved them on the 5 April 2018, The approved
financial statements may be amended based on the auditor’s opinion, in accordance with legislation.
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EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(All amounts are in 000 RSD, unless otherwise stated)

Summary of accounting policies and standards adopted

Set out below are the main accounting policies and standards applied in the preparation of the Group's
consolidated financlal statements.

2.1 Basis of presentation

The Group has prepared these financial statements in accordance with the Law on Accounting of the
Republic of Serbia (the "Law”), published in Official Gazette 62/2013, which requires full scope of
International Financial Reporting Standards ("IFRS") to be applied as translated into Serbian up to 31
July 2013. The specific requirements of the Law result in departures from IFRS due to the fact that as
only translated standards are adopted, these accounts do not reflect the impact of IFRS which have
been issued since 31 July 2013. In addition the Law requires certain presentations and treatments of
accounts and balances which results in the following additional departures from IFRS:

1. The financial statements are prepared in format prescribed by the Ministry of Finance of the
Republic of Serbia, which does not comply with 1AS 1 (revised) - "Presentation of Financial
Statements” requirements and IAS 7 - “Statement of cash flows”,

2. "Off-balance sheet assets and liabilities™ are recorded on the face of the balance sheet (note
2.6). Such items do not meet the definition of either an asset or a liability under IFRS.

3. The decision of the Ministry of Finance of Republic of Serbia no, 401-00-896/2014-16 from 13
March 2014 ("Official Gazette of RS" n0.35/2014) states that official standards are those
official translations of International Accounting Standards (IAS) and International Standards of
Financial Reporting (IFRS) issued by International Accounting Standards Board (IASB), as well
as interpretations of standards issued by International Financial Reporting Interpretations
Committee (IFRIC) up to 31 July 2013. Up to the date of the accompanying financial statements
preparation, no amendments and supplements of existing standards, revised standards and
new interpretations issued by IASB and IFRIC subsequent to 31 july, have been translated. The
standards and interpretations for which there is no official translation in the Republic of Serbia
are:

¢ Defined Benefit Plans: Employee Contributions - Amendments to 1AS 19 (issued
in November 2013 and effective for annual periods beginning 1 July 2014),

e Annual Improvements to IFRSs 2012 (issued in December 2013 and effective for
annual periods beginning on or after 1 July 2014, unless otherwise stated below),
Annual Improvements to IFRSs 2013 (issued in December 2013 and effective for
annual periods beginning on or after 1 July 2014),

e IFRS 9, "Financial Instruments” (issued in July 2014 and effective for annual
periods beginning on or after 1 January 2018),

o |FRS 14, Regulatory Deferral Accounts (issued in January 2014 and effective for
annual periods beginning on or after 1 January 2016),

e Accounting for Acquisitions of Interests in Joint Operations - Amendments to IFRS
11 (issued on 6 May 2014 and elfective for the periods beginning on or after 1
January 2016),

e  Clarification of Acceptable Methods of Depreciation and Amortisation -
Amendments to IAS 16 and 1AS 38 (issued on 12 May 2014 and effective for the
periods beginning on or after 1 January 2016),

e IFRS 15, Revenue from Contracts with Customers (issued on 28 May 2014 and
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EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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effective for the periods beginning on or after 1 January 2018),

e Agriculture: Bearer plants - Amendments to IAS 16 and 1AS 41 (issued on 30 June
2014 and effective for annual periods beginning 1 January 2016),

¢ Equity Method in Separate Financial Statements, Amendments to 1AS 27 (issued
on 12 August 2014 and effective for annual periods beginning 1 January 2016),

e Sale or Contribution of Assets between an Investor and its Associate or Joint
Venture - Amendments to IFRS 10 and 1AS 28 (issued on 11 September 2014 and
effective for annual periods beginning on or after a date to be determined by the
I1ASB),

e Annual Improvements to IFRSs 2014 (issued on 25 September 2014 and effective
for annual periods beginning on or after 1 January 2016), Disclosure Initiative

e Amendments to IAS 1 (issued in December 2014 and effective for annual periods
on orafter 1 January 2016),

¢ Investment Entities: Applying the Consolidation Exception Amendment to IFRS
10, 1FRS 12 and IAS 28 (issued in December 2014 and effective for annual periods
on or after 1 January 2016),

e IFRS 16 "Leases” (issued on 13 January 2016 and effective for annual periods
beginning on or after 1 January 2019),

¢ Recognition of Deferred Tax Assets for Unrealised Losses - Amendments to IAS 12
(issued on 19 January 2016 and effective for annual periods beginning on or after
1 January 2017),

e Disclosure Initiative - Amendments to IAS 7 (issued on 29 January 2016 and
effective for annual periods beginning on or after 1 January 2017),

¢ Amendments to IFRS 15, Revenue from Contracts with Customers (issued on 12
April 2016 and effective for annual periods beginning on or after 1 January 2018),

e  Amendments to IFRS 2, Share-based Payment (issued on 20 June 2016 and
effective for annual periods beginning on or after 1 January 2018),

e Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts -
Amendments to IFRS 4 (issued on 12 September 2016 and effective, depending on
the approach, for annual periods beginning on or after 1 January 2018 for entities
that choose to apply temporary exemption option, or when the entity first applies
IFRS 9 for entities that choose to apply the overlay approach), Annual

e Improvements to IFRSs 2014-2016 cycle (issued on 8 December 2016 and
effective for annual periods beginning on or after 1 January 2017 for amendments
to IFRS 12, and on or after 1 January 2018 for amendments to IFRS 1 and IAS 28),

e IFRIC 22 - Foreign Currency Transactions and Advance Consideration (issued on
8 December 2016 and effective for annual periods beginning on or after 1 January
2018),

¢ Transfers of Investment Property - Amendments to IAS 40 (issued on 8 December
2016 and effective for annual periods beginning on or after 1 January 2018),

e IFRS 17 "Insurance Contracts” (issued on 18 May 2017 and effective for annual
periods beginning on or after 1 jJanuary 2021).

o [FRIC 23 "Uncertainty over Income Tax Treatments” (issued on 7 June 2017 and
effective for annual periods beginning on or after 1 January 2019)

e Prepayment Features with Negative Compensation - Amendments to IFRS 9
(issued on 12 October 2017 and effective for annual periods beginning on or after
1 January 2019).

e Long-term Interests in Associates and Joint Ventures - Amendments to IAS 28
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(issued on 12 October 2017 and effective for annual periods beginning on or after
1 January 2019,

e Annual Improvements to IFRSs 2015-2017 cycle - amendments to IFRS 3, IFRS
11, 1AS 12 and IAS 23 (issued on 12 December 2017 and effective for annual
periods beginning on or after 1 January 2019).

The preparation of financial statements in conformity with Law on Accounting of the Republic of
Serbia requires the use of certain critical accounting estimates. It also requires management to exercise
its judgement in the process of applying the Group's accounting policies. The areas involving a higher
degree of judgement or complexity, or areas where assumptions and estimates are significant to the
financial statements are disclosed in note 3.

2.2 Going concern

The Group meets its day-to-day working capital requirements through its bank facilities. The Group's
forecasts and projections, taking account of reasonably possible changes in trading performance, show
that the Group should be able to operate within the level of its current facilities. After making enquiries,
the directors have a reasonable expectation that the Group has adequate resources to continue in
operational existence for the foreseeable future. The Group therefore continues to adopt the going
concern basis in preparing its consolidated financial statements. Further information on the Group's
borrowings is given in Note 16.

2.3 Scope of consolidation and changes therein

These consolidated financial statements include the financial statements for the year ended 31
December 2017, 2016 and 2015 of the Fintel Energija and the financial statements for the year ended
31 December 2017,2016 and 2015 of its subsidiaries, as approved by the sole Director. These financial
statements have been appropriately adjusted, where necessary, in order to bring them into line with
Law on Accounting of the Republic of Serbia .The companies included in the scope of consolidation are

listed below:

Share U207 322015 I1N22015
s m::; e aadacad %hold bl %held
Fintel Enorgjia Doo 3825 Bolgrade (Serbia) 100%
M Finmt-Wind 20 20647 Baigrade (Sedia) 54% 5% 54%  Deect
Me-Finsst-Wind Molding Doo 10 Belgrade (Serbia) 5% Diroct
Eneegonoman Do 360513 Boigrade (Serdia) BA%  S4% 5% Wndrect
Vevopark Ram Do 10 Belgrade (Sertia) BA%  S4%  54%  Wovect
Vetopark Kuka Doo 314032 Belgrade (Serdla) 54% 54% 54% norect
Vevopark Dunav3 Doo 10 Boigrade (Serbia) S4%  SE%  54%  ingvect
Vevopark Dunav1 Doo 10 Belgrade (Serbia) S4% 5% 54%  Wgrect
Vevopark Torsk Doo 260 Boigrade (Serbia) B4%  S6% 5%  haieat
Vevoper Kosavs 2 Doe 2680 Belgrade (Sertia) BA%  S4%  S4%  Wirect

Except for the incorporation of MK- Fintel- Wind Holding Doo, there has been no change in the years in
the scope of consolidation.
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2.4 Principles and methods of consolidation

Subsidiari
Subsidiaries are deemed to be all businesses and entities for which the Group:

- Has power thereover, i.e. the Group has the ability to direct the relevant activities that
significantly affect the Group's returns;

- Is exposed to variable returns from its involvement therewith;
- Exercises its power to obtain benefits from the activities thereof.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group until the
date that control ceases.

The consolidation procedures applied are as stated below.

Assets and liabilities, income and expenses and other components of comprehensive income of the fully
consolidated entity are included in the consolidated financial statements on a line-by-line basis; the
carrying amount of the investment is eliminated against the corresponding portion of equity of each
subsidiary,

Unrealised gains on transactions between consolidated entities are eliminated, as well as receivables,
payables, income and expenses, guarantees, commitments and risks relating to transactions between

consolidated entities. Intercompany losses are not eliminated as they are deemed to provide evidence
of an impairment of the asset transferred.

Non-controlling interests in the results and equity of subsidiaries are shown separately in the
consolidated income statement, consolidate statement of comprehensive income, consolidated
statement of changes in equity and consolidated balance sheet respectively.

Business combinations between entities that are not under common control, whereby the Group
obtains control of an entity, are accounted for using the acquisition method. The consideration
transferred comprises the acquisition-date fair values of the assets acquired, the liabilities assumed,
equity interests issued and any other directly attributable acquisition-related costs. ldentifiable assets
acquired and liabilities and contingent liabilities assumed in a business combination are measured
initially at their fair values at the acquisition date. The difference between the consideration
transferred and the fair value of the assets acquired and liabilities and contingent liabilities assumed, if
positive, is recorded as goodwill, or, if negative, after having confirmed the correct fair value
measurement of the assets acquired and liabilities and contingent liabilities assumed and the
consideration transferred, is recognised directly in profit or loss as income.

Non-controlling interests in businesses acquired are initially measured at the proportionate share of
the fair value of the recognised amounts of the acquiree’s assets, liabilities and contingent liabilities.

The acquisition of further equity interests in subsidiaries and the sale of equity interests that do not
result in a loss of control are deemed to be transactions between equity owners; as such, the
accounting impact of these transactions is recognised directly in equity attributable to the Group.

The sale of controlling interests gives rise to the recognition in profit or loss of any gain (or loss) on
disposal and of the accounting impact of the fair value measurement at the disposal date of any
residual interest.
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2.5 Foreign currency translation
Punctional and : X

Items included in the consolidated financial statements of the Group are measured and presented in
Serbian dinars ("RSD”) irrespective of whether the RSD is the Company’s functional currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rate
prevailing at the date of the transaction or valuation where items are re-measured. Foreign exchange
gains and losses resulting from the settlement of such transactions and from the translation at year-
end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised
in the income statement, except when deferred in equity as qualifying cash flow hedges and qualifying
net investment hedges.

2.6 Accounting policies

Property, plant and equipment

Property, plant and equipment is stated at purchase cost less depreciation and impairment. Cost
includes all costs necessary to bring an asset to working condition for its intended use. This costis
increased by the present value of the estimated cost of site clearance when there is a legal or
constructive obligation to decommission the asset. The corresponding lability is recognised in
provisions for risks and charges. The accounting treatment of revised estimates of these costs, of the
time value of money and of the discount rate are indicated in the point on provisions for risks and
charges,

Borrowing costs directly attributable to the acquisition or construction of property, plant and
equipment are included in the cost of the asset only if the asset in question is a qualifying asset, L.e. one
that necessarily takes a substantial period of time to get ready for its intended use or sale.

Costs incurred on ordinary and/or cyclical repairs and maintenance are recognised directly in
consolidated income statement. Costs incurred for the expansion, modernisation or improvement of
structural elements owned by the Group or used by third parties are capitalised to the extent that they
meet the requirements for recognition as a separate asset or as part of an asset.

Depreciation is calculated on a straight line basis using rates that allow assets to be depreciated over
their estimated useful lives. When a depreciable asset is composed of separately identifiable elements,
the useful life of which differs significantly from the other component parts of the asset, depreciation is
computed separately for each of these parts in accordance with the "component approach”,

The useful life estimated by the Group for each category of property, plant and equipment is as follows:

No. of years
Buildings 20
Equipment 20
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Land is not depreciated.

The residual values of property, plant and equipment are reviewed, and adjusted if appropriate, at the
end of each reporting period. Depreciation begins when the assets are ready for their intended use as
established by the directors (which coincides with the end of the test period).

Property, plant and equipment held under finance leases, whereby substantially all of the risks and
benefits of ownership are transferred to the Group, are recognised as assets of the Group at their fair
value oy, if lower, at the present value of the minimum lease payments, inclusive of the amount payable
to exercise the purchase option. The corresponding lease obligation is recognised under financial
liabilities. Assets held under finance leases are depreciated by applying the policy and rates previously
indicated for property, plant and equipment, except where the lease term is shorter than an asset's
useful life and there is no reasonable certainty that the Group will obtain ownership at the end of the
lease term; in this case, the depreciation period coincides with the lease term. Any gain on sale of an
asset arising from a sale and leaseback transaction is deferred and amortised over the lease term,

Leasing arrangements, whereby the lessor retains substantially all the risks and rewards incidental to
ownership of an asset, are accounted for as operating leases. Costs relating to operating leases are
recognised in consolidated income statement on a straight-line basis over the lease term.

Impairment of property, plant and equipment

At the end of each reporting period, property, plant and equipment not fully depreciated/amortised are
tested for indicators of impairment. If any such indicators are identified, an estimate is computed of the
recoverable amount of the asset and any write-down of the carrying amount is recognised in
consolidated income statement. The recoverable amount is the higher of an asset’s fair value less costs
of disposal and value in use, which is the present value of the future cash flows expected to be derived
from an asset. For assets that do not generate sufficiently independent cash flows, the recoverable
amount is determined with reference to the cash-generating unit to which the assets belong, In
determining value in use, expected future cash flows are discounted using a discount rate which
reflects current market assessments of the time value of money and the risks specific to the business.
An impairment loss is recognised in consolidated income statement for the amount by which the
asset’s carrying amount exceeds its recoverable amount. When it is no longer necessary to maintain an
impairment, the carrying value of the asset is increased to the new value deriving from the estimate of
its recoverable value, but not exceeding the net book value that the asset would have had if it had not
been written down for impairment.

Other current and non-current assets, trade receivables and other receivables

On initial recognition, financial assets are measured at fair value and are classified in one of the
following categories based on their nature and the purpose for which the investments were acquired:

*  held-to-maturity investments;

* loans and receivables;

* available-for-sale financial assets; and

* financial assets at fair value through profit or loss.

Purchases and sales of financial assets are recognised on trade-date, the date on which the group
commits to purchase or sell the asset. Financial assets are derecognised when the rights to receive cash
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flows from the assets have expired and the Group that held them has transferred substantially all the
risks and rewards of ownership. The only case applicable to the Group, except for financial derivatives
as detailed below, is loans and receivables.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market and which mainly relate to receivables due from customers or Group
companies. Loans and receivables are classified in the statement of financial position as trade
receivables and other receivables. These assets are measured at amortised cost, using the effective
interest rate, less impairment. Impairment losses on receivables are recognised if there is objective
evidence that the Group will not be able to recover the receivable due from the counterparty in
accordance with contractual terms. Objective evidence that a financial asset or group of financial assets
is impaired includes observable data that comes to the attention of the Group companies regarding the
following loss events:

* significant financial difficulties on the part of the issuer or borrower;

* theexistence of ongoing legal disputes with the debtor relating to a receivable;

* reasonable likelihood that the beneficiary will declare bankruptcy or other debt restructuring or
insolvency procedures.

The amount of the impairment loss is measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows. The amount of the loss is recognised in
consolidated income statement as "Allocations to provisions and impairment”,

Receivables are stated in the consolidated financial statements net of the provision for doubtful debts,
Cash and cash equivalents

These include cash on hand, deposits held at call with banks or other financial institutions for current
operations, post office current accounts and other cash equivalents, as well as investments with
original maturities of three months or less. The components of cash and cash equivalents are measured
at fair value and changes therein are recognised in consolidated income statement,

Off balance sheet assets/liabilities

Those include: assets held under leases, other than financial leases, consignment stock, material
received from third parties for further processing and other assets not owned by the Group, as well as
receivables/payables relating to collaterals received /given such as guarantees and other warrants.

Trade payables, financial and other payables

Trade payables, financial and other payables are recognised initially at their fair value, net of directly
attributable ancillary costs, and subsequently measured at amortised cost using the effective interest
method. If there is a change in estimated cash flow that can be reliably measured, the carrying amount
of the liability is re-measured to reflect the change, based on the present value of the new estimated
cash flow and on the initially determined internal rate. Borrowings are classified as current liabilities
unless the Group has an unconditional right to defer settlement of the liability for at least 12 months
after the reporting period.

Borrowings are recognised on the trade date of the related transactions and are removed from the
statement of financial position when the obligation specified in the contract is discharged, cancelled or
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expired and when the Group that had contracted the debt has transferred all of the risks and
obligations related thereto.

Provisions

Provisions for risks and charges are recorded for losses and charges of a specific nature, which are
certain or likely to be incurred, but the amount of which or date of occurrence are not capable of being
precisely determined. They are recognised when the Group has a present legal or constructive
obligation as a result of past events and it is probable that an outflow of resources will be required to
settle the obligation. The amount recognised represents the best estimate of the expenditure required
to settle the obligation. When the time value of money is significant and the settiement date of the
obligations can be reliably estimated, the provisions are measured at the present value of the expected
disbursement using a discount rate that reflects current market assessments of the time value of
money and the risks specific to the liability. The increase in the provision due to the passage of time is
recognised as interest expense.

If the liability relates to decommissioning and/or restoration of assets, the provision is recognised as
an opposite entry to the asset to which it relates and the cost is recognised in consolidated income
statements via the depreciation of the asset to which the cost relates.

Changes in accounting estimates are reflected in the consolidated income statement in the year in
which the change takes place, except for changes in expected decommissioning and clearance costs due
to changes in timing and the use of economic resources necessary to discharge the obligation or
resulting from a change in the discount rate.

Such changes are added to or deducted from the carrying amount of the assets to which they relate and
are recognised as depreciation charges in consolidated income statement. If changes are added to an
asset’s carrying amount, an assessment is made as to whether the new carrying amount is likely to be
fully recovered; if not, the carrying amount of the asset is reduced to take account of the unrecoverable
amount and the loss arising from the reduction is recognised in consolidated income statement.

If changes are deducted from anasset's carrying amount, the decrease is recognised as an opposite
entry to the asset up to the amount of its carrying amount; any excess is recognised immediately in
consolidated income statement.

As regards estimation criteria adopted for the determination of the asset decommissioning and
restoration provision, reference should be made to the paragraph on use of estimates.

Risks that could give rise to a probable liability are disclosed in the section on commitments and risks,
but are not provided for.

A contingent liability that was separately recognised in the initial accounting for a business
combination as a liability, is measured at the higher of the amount the liability would be recognised by
applying the above policy for provisions for risks and charges and the present value of the initially
determined liability.
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Derivative financial instruments
The Group holds derivatives to hedge its exposure to the risk of fluctuations in interest rates.

Transactions, which, in accordance with risk management policies, meet the hedge accounting
requirements of International Financial Reporting Standards are designated as hedging relationships
(accounted for as indicated below), whereas those entered into with the intention of hedging, but
which do not meet the hedge accounting requirements of International Financial Reporting Standards
are classified as trading transactions. In this case, changes in fair value of derivatives are recognised in
consolidated income statement in the period in which they arise. Fair value is determined by reference
to an active market.

For accounting purposes, hedging transactions are classified as fair value hedges if they have been
entered into to hedge the exposure to changes in the market value of the underlying assets or liabilities;
or as cash flow hedges if they have been entered into to hedge the exposure to variability in cash flows
arising from an existing asset or liability or a highly probable forecast transaction.

For derivatives classified as fair value hedges, which meet hedge accounting requirements, gains and
losses arising from their measurement at market value are recognised in consolidated income
statement, Gains and losses arising from the fair value measurement of the underlying hedged items
are also recognised in consolidated income statement.

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash
flow hedges is recognised in other comprehensive income and accumulated in the equity reserve "cash
flow hedging reserve”. This reserve is subsequently reclassified to consolidated income statement in
the periods when the hedged item affects consolidated income statement. The change in fair value
attributable to the ineffective portion is recognised immediately in profit or loss. If the derivative
instrument is sold and, accordingly. it no longer qualifies as an effective hedge of the exposure for
which the transaction had been entered into, the portion of the "cash flow hedging reserve” relating
thereto remains there until the underlying transaction affects consolidated income statement. When an
envisaged transaction is no longer deemed probable, the corresponding portion of the cash flow
hedging reserve is immediately reclassified to consolidated income statement,

Embedded derivatives present in financial assets/liabilities are separated and independently measured
at fair value, except for cases whereby, as envisaged by IAS 39, the strike price of the derivative at the
date it was entered into approximates the amount determined by the measurement of the
asset/liability in question at amortised cost. In this case, the measurement of the embedded derivative
is absorbed by that of the financial asset/liability.

Revenue

Revenue Is measured at the fair value of the consideration received or receivable and relates to the sale
of goods and the rendering of services that constitute the Group's core business, Revenue is recorded
net of returns, discounts, rebates and allowances and excluding value added tax.

Revenue is recognised to the extent that it can be reliably measured and it is probable that future
economic benefits will flow to the Group companies.
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Revenue arising from the sale of goods and finished products is recognised in consolidated income
statement upon the transfer to the customer of the risks and rewards of ownership of the product sold,
which normally coincides with the shipment of the goods to the customer and their acceptance thereby.

Revenue arising from the rendering of services is recognised in the accounting period in which the
services are rendered by reference to the stage of completion at the reporting date,

Revenue only includes economic benefits received or receivable flowing to Group companies in their
own name and on their own behalf. Consequently, consideration received on behalf of third parties is
excluded from revenue,

a) Revenue from the sale of electricity

Revenue from the sale of electricity mainly relates to the Feed in Tariff ("FiT") received for energy
produced in the period, even though not yet billed, and has been determined by including data
recorded on the basis of measurement received by EPS (the Serbian State Owned electricity supplier).

The FiT Mechanism is a system whereby a generator which has achieved the Privileged Power
Producer Status or PPP, such as the Group, using Specified Renewable Technologies (Wind, Solar,
Hydro, Biomass, Biogas) is eligible to receive a Feed In Tariff paid for generating power under a bi-
lateral agreement (PPA or Power Purchase Agreement), The Serbian State Owned electricity supplier
EPS is obliged to buy all power produced, metered and injected into the grid from renewable energy
sources produced by PPPs such as the Group, for the duration of the FiT Mechanism (12 Years since the
obtaining of the status of privileged electricity supplier).

Operating costs

Operating costs are recognised when they relate to goods and services purchased or consumed in the
period or by systematic allocation.

Finance income and costs

Finance income and costs are recognised on an accrual basis that takes account of the effective
return/charge on related assets /liabilities.

Finance costs that are directly attributable to the acquisition, construction or production of a qualifying
asset are capitalised as part of the cost of the asset, commencing from the date on which the Group
companies start incurring the finance costs until the date on which the asset financed is ready for use.

Income tax

The tax expense for the year comprises current and deferred tax. Tax is recognized in the consolidated
income statement, except to the extent that it relates to items recognized directly in equity, in which case
deferred tax liability is also recognized in equity.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted
at the reporting date in Serbia, where the Group operates and generates taxable profit. Management
periodically evaluates positions taken in tax returns with respect to situations in which applicable tax
regulation is subject to interpretation, It establishes provisions where appropriate on the basis of
amounts expected to be paid to the tax authorities.
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