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STATEMENT OF MANAGEMENT RESPONSIBILITIES

Management confirms the 2010 financial statements
and the 2010 business report, as well as the accounting
policies applied in their preparation and notes thereto

contained in this annual report.

Management is responsible for the preparation of the
annual report for each financial year so that it gives a
true and fair view of the company’s financial position and

operating results.

Management confirms that proper accounting policies
have been applied consistently, and that reasonable and

prudent judgements and estimates have been made.

Management also confirms that the financial statements
and the notes thereto were prepared on a going concern
basis, and in accordance with applicable regulations and

Slovenian Accounting Standards.

Management is also responsible for keeping proper ac-
counting records, for safeguarding the assets of the
company, and hence for taking reasonable steps for the

prevention and detection of fraud and other irregularities.

Management consistently ensures compliance with appli-
cable regulations, including tax regulations, and does not

expect material liabilities to arise in this respect.

Nova Gorica, 8 April 2011
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Independent Auditor’s Report
To the Sharcholders of Elektro Primorska d.d.

translation from Slevenian

We have audited the accompanying financial statements of the company Elekiro Primorska d.d. and its subsidiary
companics (Elcktro Primorska Group) which comprise the consolidated balance sheet as at 31 December 2010, the
consolidated income statement, the consolidated statement of comprehensive income, the consolidated statement of
changes in capital, the consolidated cash flow statement for the year then ended, and a summary of significant
accounting policics and other explanatory notes.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements prepared
in accordance with Slovenian Accounting Standards and Energy Act, and for internal control relevant to the preparation
and fair presentation of financial statements that are free of material misstatements, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted
our audit in accordance with International Standards on Auditing. Those standards require that we comply with cthical
requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are free of
material misstatements.

An audit involves procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgement, including the assessment of the risks of misstatements in the
financial statements, whether due to fraud or error. In making those risks 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.

We believe that the audit evidence we have obtained 1s sufficient and appropnate to provide a basis for our audit
opinion,

Opinion

In our opinion, the financial statements of the Elekiro Primorska Group for the year ended 31 December 2010, have been
prepared, in all material respects, in accordance with Slovenian Accounting Standards and Energy Act.

Report on other legal and regulatory reguirements

In the preparation of the financial statements for the year ended 31 December 2010, the controlling company Elekiro
Primorska d.d. had to take into account reconciliation of the electricity network usage charge for the 2004-2009
regulatory period. Reconciliation was made pursuant to the “Act determining the methodology for calculating and
setting the electricity network usage charge and the criteria for determining eligible costs for electricity networks”, and
Article 35 of the Annex no. 3 to the contract on rental of electricity infrastructure and provision of services for the
clectricity distribution system operator for the period from | January 2010 to 31 December 2010, entered into with
SODO electricity distribution system operator, d.o.0., Maribor, On these bases, the company recognised in 2010
revenues of EUR 1,296,859 that relate to the 2004-2009 regulatory period.

Other matters

As required by the Slovenian Companies Act we confirm that the information in the business report 1s consistent with
the accompanying financial statements.

KPMG SLOVENLIA,
podjetje za revidiranje, d.o.o.

Vs Uz pei s/

Irena UrSic, university graduate economics Marjan Mahnié, university graduate economist
Certified auditor Certified Auditar
Parmner

Ljubljana, 21 April 2011 KPMG Sr'ﬂ:m:}'a, d.o.o.






1. General Disclosures

1.1. Group profile

The Elektro Primorska Group comprises the following

companies:

* Elektro Primorska d.d. as parent company, and

* E3, d.o.0., as its subsidiary company (100-% owned).
E3 itself is the controlling company of Knesca, d.o.o.,
Most na Sodi (47.27-% owned).

In 2010, E3 sold its share in Energy 3, energija, ekologija,
ekonomija, d.o.0., Mostar, Bosnia and Herzegovina, due
to several years of losses and difficulties in the relationship
with the co-founder. Also in 2010, it sold its share in Ener-
getika Majske poljane, d.o.0., Nova Gorica, as the special

project for which it was established will not be carried out.

Consolidated companies are Elektro Primorska as parent
company, E3 as subsidiary company, and Knesca as as-
sociated company. The latter was consolidated using the

equity method.

At 31 December 2010, the parent company had EUR
132,692,014 of capital. In 2010, it made a net profit of
EUR 2,155,727.

Full name:
Abbreviated name: ES, d.o.o.
Registered office:
VAT number:

Identification number:

17851262
2010593

Bank accounts:
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E3, its subsidiary, made a loss of EUR 1,870,670 in
2010, which is due to two electricity purchase contracts
concluded in 2008 and applicable until 2010. Due to the
economic crisis, electricity prices on the energy exchange
dropped, but the company had to pay more than it was
able to charge for electricity. The loss was covered from

retained earnings from previous periods. At year-end
2010, the subsidiary’s capital stood at EUR 5,108,977.

Knesca also made a net profit of EUR 169,955 in 2010,
while its capital stood at EUR 601,488 at year-end.

E3 — general information

E3, energetika, ckologija, ckonomija, d.o.0., was estab-
lished on 15 November 2004, its founder and the sole
member being Elektro Primorska. It was established to
comply with the Energy Act that requires that regulated
services be separated from commercial and generation

activities.

E3, energetika, ekologija, ekonomija, d.o.o.

Erjavéeva 24, S| - 5000 Nova Gorica, Slovenia

04750-0001095763 Nova KBM

33000-0001511639 HYPO Alpe-Adria Bank

The company is registered with the Nova Gorica District Court, entry no. 1/04504/00.

Share capital at year-end 2010:
Ownership at year-end 2010:
Representatives:

- until 30 April 2010

- from 7 May to 31 December 2010
- from 1 January 2011

EUR 1,171,728
Elektro Primorska d.d. 100%

David ValentinCi¢, university graduate engineer, as director
Darko Li¢en, university graduate economist, as representative
Dr. Stanko Ciglari¢, MBA, as director
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Supervisory board composition:

Julijan Fortunat, university graduate engineer, chairman

Dr. Miran Jus, member

Dr. Peter Novak, member

Associate:

ten (10) natural persons

E3 commenced operations on 1 January 2005, after
having obtained the licence for the provision of energy-
related activities (generation, trading) on 3 December
2004.

E3 is organised into the following three sectors:
* clectricity trading sector,
* (heat and electricity) co-generation sector, and

* renewables sector.
The company also has a general affairs unit.

Since 1 May 2010, the company has provided the public
service of district heating system operation in the area of
the Sempeter-Vrtojba municipality (in the Podmark resi-
dential complex), in accordance with the exclusive con-

cession awarded to it.

The subsidiary had six employees as year-end. In 2010,
it made a loss of EUR 1,870,670, while its accumulat-
ed profit was EUR 981,890. Its capital stood at EUR
5,108,977 at year-end.

Activities of E3

Electricity trading sector

In 2010, E3 purchased and resold 188,489,373 kWh of
electricity, up 17% from 2009.

Its buyers were traders established in the European Union
(839%), as well as six end customers in Slovenia and its

own points of change of title (17%).

E3 purchased 52% of electricity from the parent company,

Back to index

KNESCA, d.o.0.

E3, d.o.o., Nova Gorica

47.27%
52.73%

under a commission contract, and generated itself, as
qualified producer, 3% of electricity sold. The remaining
quantity was purchased from other traders established in

Slovenia and the European Union.

The sector posted a loss in 2010, which is due to a com-
mission contract on electricity purchase concluded in

2008 and applicable until 2010, laying down a high price.
Co-generation sector

In 2010, the heat and electricity co-generation sector

continued with management of the existing facilities.

The Martex co-generation plant generated 3,670 MWh
of electricity (fed into the network) and 4,597 MWh of
heat (for its own use) in the period January-December
2010.

At year-end 2010, E3 took over maintenance and
operation of the facility together with the co-owner Petrol
Energetika d.o.0. The facility operated at full capacity and
thus increased the quantity of electricity and heat co-gen-

erated.

The Kenog co-generation plant generated 3,698 MWh
of electricity and 4,439 MWh of heat in 2010. The
decline in the quantity of electricity and heat co-gen-
erated compared to the previous years is explainable by
the inclusion in a new support scheme, which limited its
annual utilisation to 4,000 hours, and partly also by a

technical malfunction remedied in December 2010.

The Meblo heating and distribution plant operated with
new facilities in 2010. The new boilerhouse plant co-
generated 2,064 MWh of electricity and 2,528 MWh



of heat. Another 710 MWh of heat was generated using
the old boiler technology. Heat was distributed using
the hotwater pipeline connecting the plant and its end
customers. Customers were sold 2,349 MWh of heat al-

together.
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Renewables sector

All small power plants operated throughout the year:
those using sun (Nova Gorica, Izola, Dekani, Pivka) and
those using wind (Ajdovs¢ina, Divada, Bate, Postojna-

Ravbarkomanda) to generate electricity.

The table below shows kWh generated by each small

power plant.

DEKANI

NOVA GORICA
[ZOLA

PIVKA

18,601 7,916 26,517
7,260 3,120 10,380
2,474 1,017 3,491
3,329 1,299 4,628

AJDOVSCINA
BATE
DIVACA

4,138 5,043 9,181
605

TOTAL A+B 36,430 19,063 55,493

Small wind power plants are demonstration projects with
the purpose of raising awareness among people of the
importance of renewable energy sources, which should
promote the development of wind power plants. The

total installed capacity of small wind power plants was

23.5 kW.

KneSca — general information

In June 2006, E3 acquired a 23.61-% interest in Knesca,
d.o.0. In July of the same year, it acquired another 23.66%
from four natural persons, so that it now holds a 47.27-%
share. Compared to the other ten owners, E3 holds a sig-
nificant share of 47.27% in the company, but does not

yet have a representative on the supervisory board.
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Full name: Knesca d.o.o. Proizvodnja elektricne energije
Abbreviated name: Knesca, d.o.o.

Registered office: Kneza 78, S| - 5216 Most na Soci, Slovenia
VAT number: 92002307

Identification number: 5617383

Bank account: 27000-0000204363

The company was registered with the Nova Gorica District Court under number RC-065-2005/224.

Share capital at year-end 2010: EUR 129,361

ES, d.o.o., Nova Gorica 47.27%
Peter Sorli 3.24%

Milan Borovnicar 3.54%

Robert Hozjan 3.93%

Vincenc Hozjan 7.97%

Ownership at year-end 2010:

Vincenc ml. Hozjan 7.66%
Branko Humar 4.25%
Darij Kenda 7.12%

Zeliko Kokalj 7.16%
Danko Leban 3.61%
Marko Rejec 4.25%

Director: Vinci Hozjan

Supervisory board composition: Darko Likar
Jurij Kustrin
Nikolaj Lesjak

Vincenc ml. Hozjan
Branko Humar

Marko Lipuscek

In 2010, the company made a profit of EUR 213,021.
After deducting EUR 43,066 for income tax, its net profit
was EUR 169,955. Its capital stood at EUR 601,488 at

year-end.

Knesca was included in the consolidated financial state-
ments as associate and therefore consolidated using the
equity method, in accordance with SAS.

1.2. Risk management

The Elektro Primorska Group regularly monitors and

manages the various risks it faces. In this way, it ensures

stability of operations.

Back to index

The Group’s operational risks comprise quantity, price

and capital investment risks.

Quantity risk is connected with the Group’s activity of
electricity trading, and arises from uncertainties connected
to electricity production and consumption, and therefore
from uncertainties regarding its ability to purchase or sell
electricity. The ability to purchase electricity is uncertain
due to fluctuations in electricity production, while the
ability to sell electricity is uncertain due to fluctuations in
electricity consumption that reflect weather and general
business conditions, and outages of transmission lines

and other equipment.

The Group manages this risk by involving customers in

the planning process, by having longer contracts with



electricity suppliers, and by multiple and consecutive

purchases of electricity.

Price risk is connected with the increasing competition
and volatility of electricity prices. The Group manages
this risk by having a proper pricing policy in place, as well
as by matching the duration of its electricity purchase and

sale contracts.

Capital investment risk is connected with time schedule
adherence. The Group manages this risk by constantly
checking the progress of each capital investment project.
To manage the risk of asset damage during capital invest-
ment projects, the Group also takes out insurance policies

with insurance companies.

BUSINESS REPORT OF ELEKTRO PRIMORSKA GROUP

1.3. BEvents after the balance sheet date

No events that could have a significant effect on the
2010 consolidated financial statements occurred after the

balance sheet date.

The recession is affecting both purchase and sale condi-
tions. Demand for electricity has fallen, which has affected
electricity prices. However, Group companies have older
electricity purchase contracts that apply to 2011, which

now affects their market position.

In addition to this, customers have also been hit by
the global recession and have accordingly reduced their
electricity consumption, pressured on prices, extended

payment terms or even failed to pay their bills.
All this points to the conclusion that it will be difficult for

Group companies to maintain the same level of business
in 2011.

Back to index



2. Consolidated Financial Statements

2.1. Consolidated balance sheet as at 31 December 2010

EUR

Assets

A. Long-term assets:

I. Intangible assets 1.1 1,140,954 956,369

1. Long-term rights 415,910 40,641

2. Long-term deferred development costs 666,792 771,800

3. Intangible assets being acquired 58,252 143,928

1l. Property, plant and equipment 1.2 173,923,710 175,154,726

1. Land 5,730,786 5,974,507

2. Buildings 112,823,214 108,438,534

3. Equipment 50,582,800 55,175,091

4. Property, plant and equipment being acquired 4,786,910 5,566,594

lll. Long-term investments 1.3 1,211,085 1,214,171

2. Shares and interests in associates 714,681 693,078

3. Other shares and interests 496,404 521,093

IV. Long-term operating receivables 1.4 11,827 21,904

1. Long-term operating receivables due from others 11,827 21,904

Total long-term assets 1 176,287,576 177,347,170
B. Current assets:

I. Inventories 2.1 1,550,811 1,532,119

1. Material 1,550,811 1,532,119

Il. Short-term investments 2.2 58,000 70,000

1. Short-term loans to others 58,000 70,000

11l. Short-term operating receivables 2.3 31,374,501 30,480,551

1. Short-term trade receivables 29,131,690 27,447,923

2. Short-term operating receivables due from others 2,242,811 3,032,628

IV. Cash 24 997,692 6,725,912

Total current assets 2 33,981,004 38,808,582

C. Short-term deferred costs and accrued revenue 2,188,228 2,164,345

(continued on next page)
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Consolidated balance sheet as at 31 December 2010

(continued from previous page)

EUR

Capital and liabilities
Capital:
|. Called-up capital
1. Share capital
1l. Capital surplus
lll. Revenue reserves
1. Legal reserves
2. Other revenue reserves
IV. Revaluation surplus
V. Retained earnings
VI. Net profit for the period

Total capital

B. Provisions, and long-term accrued costs and deferred revenue:

1. Provisions
2. Long-term accrued costs and deferred revenue
C. Long-term liabilities:
I. Long-term financial liabilities
1. Long-term financial liabilities to banks
Il. Long-term operating liabilities
1. Other long-term operating liabilities
D. Short-term liabilities:
I. Short-term financial liabilities
1. Short-term financial liabilities to banks
2. Other short-term financial liabilities
1l. Short-term operating liabilities
1. Short-term trade payables
2. Other short-term operating liabilities
Total liabilities

E. Short-term accrued costs and deferred revenue

78,562,832

78,662,832

46,208,187

5,717,694

651,328

5,066,366

47,574

5,932,041

266,428

4 136,734,756
5 13,252,595
5,1 3,628,160
52 9,624,435
6 21,807,054
21,807,054

21,807,054

0

0

7 40,529,289
10,811,029

10,810,130

899

29,718,260

27,681,322

2,136,938

75,588,938

133,114

78,562,832
78,562,832
46,208,187
5,555,679
651,328
4,904,351
0
5,212,014
882,042
136,420,754
17,443,194
4,731,854
12,711,340
21,632,277
21,617,185
21,617,185
15,092
15,092
41,117,951
8,710,939
8,710,040
899
32,407,012
28,756,696
3,650,316
80,193,422
1,705,921

TOTAL CAPITAL AND LIABILITIES _— 218,320,097

The accompanying notes form an integral part of and shall be read in conjunction with this financial statement.
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2.2. Consolidated income statement for the year ended 31 December 2010

1. Net sales revenues 122,779,970 129,450,067
a. domestic market 112,544,492 120.307.084
b. foreign market 10,235,478 9.142.983
2. Capitalised own products and services 9 5,960,728 6,512,706
3. Other operating revenues 9 4,446,241 1,163,613
4. Costs of goods, material and services 10 -103,382,594 -104,310,681
a. costs of goods and material sold, and costs of material used -94,795,247 -95.520.985
b. costs of services -8,5687,347 -8.789.696
5. Labour costs 10 -15,546,596 -15,284,685
a. wages and salaries -11,017,991 -10.875.919
b. supplementary pension insurance -582,491 -5565.748
c. social security contributions -1,885,960 -1.840.739
d. other labour costs -2,060,154 -2.012.279
6. Write-downs in value 10 -13,601,978 -13,318,850
a. amortisation/depreciation -12,667,005 -12.538.691
b. revaluation operating expenses associated with long-term assets -219,834 -72.615
c. revaluation operating expenses associated with current assets -715,139 -707.544
7. Other operating expenses 10 -708,814 -2,317,768
8. Financial revenues from shares and interests 11 192,620 66,187
9. Financial revenues from loans 11 2,096 7,905
10. Financial revenues from operating receivables 11 239,524 316,414
b. due from others 239,624 316.414
11. Financial expenses due to impairment and write-offs of 12 -72,262 -124,103
investments
a. in Group companies -122.434
b. in others -72,262 -1.669
12. Financial expenses for financial liabilities 12 -714,351 -573,501
a. for bank loans -714,351 -573.501
13. Financial expenses for operating liabilities 12 -358,195 -78,978
14. Other revenues 13 1,284,951 6,599
15. Other expenses 14 -81,087 -112,323
PRE-TAX PROFIT OR LOSS FOR THE PERIOD 440,253 1.402.602
16. Income tax -173,825 -341,492

The accompanying notes form an integral part of and shall be read in conjunction with this financial statement.
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2.3. Consolidated statement of comprehensive income for the year ended
31 December 2010

EUR
17. Net profit or loss for the period 266,428
Changes in revaluation surplus from available-for-sale financial assets 47,574

Total comprehensive income for the period 314,002
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2.4. Consolidated cash flow statement for the year ended 31 December 2010

EUR

A. CASH FLOWS FROM OPERATING ACTIVITIES

1. Cash receipts 213,325,754 220,551,641
a. Cash receipts from the sale of products and services 186,584,783 195,152,528
b. Other cash receipts from operating activities 26,740,971 25,399,113
2. Cash payments -210,454,603 -203,874,219
a. Cash payments to acquire material and services -118,421,896 -119,940,156
b. Cash payments to employees (salaries and profit shares) -16,179,791 -15,743,765
c. Cash payments of various taxes -9,678,646 -5,297,060
d. Other cash payments from operating activities -66,174,270 -62,893,238
3. Net cash inflow from operating activities 2,871,151 16,677,422
B. CASH FLOWS FROM INVESTING ACTIVITIES
4. Cash receipts 2,221,079 339,934
a. Interest and dividends from investing activities 240,805 271,015
b. Cash receipts from disposal of property, plant and equipment 1,835,774 48,919
c. Cash receipts from disposal of short-term investments 144,500 20,000
5. Cash payments -12,164,050 -14,340,464
a. Cash payments to acquire intangible assets -545,293 -219,501
b. Cash payment to acquire property, plant and equipment -11,548,757 -14,030,963
c. Cash payment to acquire long-term investments
d. Cash payment to acquire short-term investments -70,000 -90,000
6. Net cash outflow from investing activities -9,942,971 -14,000,530
7. Net cash inflow or outflow from operating and investing -7,071,820 2,676,892
activities
C. CASH FLOWS FROM FINANCING ACTIVITIES
8. Cash receipts 36,591,000 40,799,948
a. Cash proceeds from increase in long-term loans 7,200,000 9,085,000
b. Cash proceeds from increase in short-term loans 29,391,000 31,714,948
9. Cash payments -35,245,420 -39,029,554
a. Interest paid -944,381 -622,709
b. Cash repayments of long-term loans -6,638,039 -6,699,845
c. Cash repayments of short-term loans -27,663,000 -31,707,000
10. Net cash inflow from financing activities 1,345,580 1,770,394
11. Net cash inflow or outflow for the period -5,726,240 4,447,286
D. CLOSING BALANCE OF CASH 999,672 6,725,912
X. Opening balance of cash 6,725,912 2,278,626
Y. NET CASH INFLOW OR OUTFLOW FOR THE PERIOD -5,726,240 4,447,286

Closing balance of cash _— 6,725,912

The accompanying notes form an integral part of and shall be read in conjunction with this financial statement.
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2.6. Consolidated accounting ratios
1. FINANCING CONDITION RATIOS

Financing condition ratios are concerned with the relationship between an entity’s capital and liabilities, and indicate its

financial independence.

I Y ) ) M T

Capital financing ratio 0.644 0.625 0.654 0.675 0.733 0.780
= capital/capital and liabilities

2. Long-term financing ratio 0.809 0.804 0.818 0.791 0.831 0.850
= capital and long-term debts and provisions/capital and
liabilities

2. INVESTMENT UTILISATION RATIOS

Investment utilisation ratios show where an entity invests its assets and the structure of its assets.

I S ) ) M

Property, plant and equipment investment ratio 0.819 0.802 0.818 0.809 0.847 0.849
= property, plant and equipment/assets

2. Investment assets ratio 0.006 0.006 0.006 0.006 0.008 0.005
= short- and long term investments/assets

3 Long-term investment ratio 0.824 0.808 0.824 0.815 0.854 0.855

= property, plant and equipment and long-term investments
and long-term operating receivables/assets

3. HORIZONTAL FINANCIAL STRUCTURE RATIOS

Horizontal financial structure ratios show how the individual items of assets are financed, as well as an entity’s ability to

settle its short-term financial liabilities.

I S ) ) B M

Capital to property, plant and equipment ratio 0.786 0.779 0.801 0.835 0.867 0.919
= capital/property, plant and equipment

2. Acid test ratio 0.025 0.164 0.064 0.051 0.052 0.044
= liquid assets/short-term liabilities

&, Quick ratio 0.799 0.905 0.946 0.821 0.808 0.810
= liquid assets and short-term receivables/short-term
liabilities

4. Current ratio 0.838 0.944 0.993 0.861 0.853 0.899

= current assets/short-term liabilities
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4. EFFICIENCY RATIOS

Efficiency ratios measure the (operating) revenues of an entity as a proportion of its (operating) expenses.

I T3 ) ) M T

Operating efficiency ratio 1.009 1.010 1.050 1.020 1.029 1.017
= operating revenues/operating expenses

2. Total efficiency ratio 1.008 1.010 1.035 1.190 1.029 1.017
= revenues/expenses

5. PROFITABILITY RATIOS

An entity’s profitability is measured by return on sales revenues or assets or equity.

S ) ) M

Net return on revenues ratio 0.002 0.008 0.030 0.017 0.029 0.016
= net profit/sales revenues

2. Net return on assets ratio 0.001 0.005 0.020 0.013 0.019 0.012
= net profit/average assets

3 Net return on equity ratio 0.002 0.008 0.031 0.018 0.027 0.012

= net profit/average capital (excl. net profit for the period)
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3. Notes to the Consolidated Financial

Statements

3.1. Basis of preparation

The accounting policies described and notes included
under the “Basis of preparation” section of the annual
report of Elektro Primorska d.d. apply also to other
Group companies. For this reason, only important disclo-

sures and consolidation information are provided below.

The 2010 consolidated financial statements were prepared

in accordance with Slovenian Accounting Standards
(SAS) 2006 and Companies Act (ZGD-1).

Consolidated companies are Elektro Primorska as parent
company, E3 as subsidiary company and Knesca as associ-
ated company. The Energetika Majske poljane subsidiary
was sold in July 2010 and is consolidated only undil the

date of its disposal.

The consolidated financial statements comprise:

e the consolidated balance sheet,

¢ the consolidated income statement,

* the consolidated cash flow statement

* the consolidated statements of changes in capital, and

e notes to the consolidated financial statements.

Each of Group companies must file its own tax return and

receives its own tax assessment.

The consolidated financial statements are the financial
statements of the Group presented as those of a single
company. They were prepared based on the primary
financial statements of Group companies including con-
solidation adjustments, which, however, do not reflect on

the Group companies” accounting records.

E3 was consolidated using the full consolidation method,
Energetika Majske poljane was consolidated using the
proportional consolidation method (up to the disposal
date), while Knesca was consolidated using the equity

method.

In consolidation, the following adjustments were made:

* investments of the parent company were offset against
capital of subsidiary companies,

* intra-group receivables and liabilities were eliminated,

* intra-group revenues and expenses were eliminated,

* intra-group cash receipts and cash payments were
eliminated,

* investment of the parent company in the associated
company was increased by the appertaining share of
capital (less dividends and director’s bonus) and the

appertaining financial revenues and expenses.

3.2. Notes to the consolidated balance
sheet

In accordance with SAS 24, which relies on legal pro-
visions concerning the amount of information to be
given in the balance sheet, the Group showed the items
in the order and under the headings required for large
companies, also observing the provisions of SAS that
prescribe consolidation of the balance sheet for external

reporting.

The consolidated balance sheet comprises assets and li-
abilities of the parent company Elektro Primorska and of
its subsidiary E3. Assets and liabilities in the amount of
EUR 1,285,242 were eliminated on consolidation, the
same as the investment of the parent company in the sub-
sidiary of EUR 1,065,116.

1. Long-term assets

The Group’s long-term assets comprise:
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EUR

1.1. Intangible assets
1.2. Property, plant and equipment
1.3. Long-term investments

1.4. Long-term operating receivables

1,140,954 956,369
173,923,710 175,154,726
1,211,085 1,214,171
11,827 21,904

1.1. Intangible assets

The parent company’s intangible assets comprise
long-term deferred costs of development studies, and de-
velopment studies being acquired. Included are also the
rights to use the following: vacation facilities with the ap-
pertaining land; rooms housing transformer substations;

and software (the latter pertain to the subsidiary).

The company measures its intangible assets at cost, which

comprises an asset’s purchase price or acquisition costs.

In 2010, intangible assets increased by EUR 282,086
on account of development studies activated and EUR
323,118 on account of long-term rights acquired, and

decreased due to development studies written-off.
In 2010, the parent company also transferred software

from property, plant and equipment to intangible assets

in the net carrying amount of EUR 169,420.

Back to index

The decrease in intangible assets being acquired is due
to their activation as development studies or long-term

rights, and to write-off of development studies.

Accumulated amortisation of studies being acquired are
allowances for assets invested in the development of a
wind power plant that the company has made from 2004
due to complications connected with the required con-

struction permit.

Development studies are stated at cost and are not
amortised but expensed as incurred at a rate of 20%, as

their useful life is five years.

Intangible assets are individually insignificant in the
context of the financial statements as a whole. Property

rights related to the Group’s intangible assets are unquali-

fied.
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Movements in intangible assets in 2010:

EUR
2010 Deferred costs of Long-term rights | Assets being acquired Total
development studies

Cost

1 January 2010 1,889,905 152,637 1,248,945 3,291,487
Additions 599,840 599,840
Transfers 580,701 580,701
Transfers from assets 282,086 323,118 -605,204 0
being acquired

Disposals -362,603 -80,312 -442,915
31 December 2010 1,809,388 1,056,456 1,163,269 4,029,113
Accumulated

amortisation

1 January 2010 1,118,105 111,996 1,105,017 2,335,118
Amortisation 117,269 117,269
Write-offs 265,992 265,992
Decreases -241,501 -241,501
Transfers 411,281 411,281
31 December 2010 1,142,596 640,546 1,105,017 2,888,159
Net carrying amount

1 January 2010 771,800 40,641 143,928 956,369

31 December 2010 666,792 m 58,252 1,140,954

Movements in intangible assets in 2009:

EUR
2009 Deferred costs of Long-term rights | Assets being acquired Total
development studies

Cost

1 January 2009 1,779,822 152,637 1,243,446 3,175,905
Additions 272,853 272,853
Transfers from assets 267,354 -267,354 0
being acquired

Disposals -157,271 -157,271
31 December 2009 1,889,905 152,637 1,248,945 3,291,487
Accumulated

amortisation

1 January 2009 1,046,393 106,787 1,105,017 2,258,197
Amortisation 5,209 5,209
Write-offs 228,983 228,983
Decreases -1567,271 =151, 27
Revaluation 0
31 December 2009 1,118,105 111,996 1,105,017 2,335,118
Net carrying amount

1 January 2009 733,429 45,850 138,429 917,708

31 December 2009 771,800 40,641 143,928 956,369
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1.2. Property, plant and equipment

Property, plant and equipment assets include land,
buildings and equipment, as well as the same type of
assets being acquired. They are stated at their carrying
amount, which is the difference between their cost and
accumulated depreciation. The Group does not have in-
vestment property, and measures its property, plant and

equipment using the cost model.

The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable
costs of bringing the asset into working condition. Facili-
ties constructed by the Group itself are stated at full cost,
which shall not exceed fair market value, and comprises
direct costs of material and services, direct labour costs

and indirect production costs.

Movements in property, plant and equipment in 2010:

Land Buildings
Cost
1 January 2010 5,974,507 352,433,139
Additions 5,68l 768,488
Transfers from 51,684 9,972,268
assets being
acquired
Disposals -309,757 -2,377,712
Transfers 8,820 -8,820
31 December 2010 5,730,785 360,787,363
Accumulated depreciation
1 January 2010 243,994,605
Depreciation 6,116,893
Decreases -2,147,349
Transfers
31 December 2010 247,964,149
Net carrying amount
1 January 2010 5,974,507 108,438,534

EUR
Equipment Assets being Total
acquired and
advances
140,946,296 6,382,165 505,736,107
19,786 14,043,410 14,837,215
4,705,290 -14,729,242 0
-5,155,244 -93,851 -7,936,564
-580,701 -5680,701
139,935,427 5,602,482 512,056,057
85,771,205 815,571 330,581,381
6,432,515 12,549,408
-2,439,812 -4,5687,161
-411,281 -411,281
89,352,627 815,571 338,132,347
55,175,091 5,566,594 175,154,726

31 December 2010 5,730,785 112,823,214 50,582,800 4,786,911 173,923,710

Of total property, plant and equipment, 96% pertain to
the parent company. The increase of EUR 14,837,215 is
attributable to the newly acquired assets, of which 94%

were acquired by the parent company and 6% by E3.

In 2010, capital investments made by the parent company
were EUR 13,895,710 or 103.64% of the planned figure.
Of this amount, 76% were spent on facilities, 13% on

equipment and 11% on documentation.

E3 spent EUR 927,105 on capital investments and made

Back to index

advances of EUR 14,400. Its capital investments related
to the acquisition of land, business premises, a car and
documentation for geothermal heat pumps, as well as to
power transmission lines between Dekani and Zavlje, the
Meblo hotwater pipeline, and three small power plants
using water, wind and sun respectively to produce elec-

tricity.

The decrease in property, plant and equipment
relates to the retirement of land, a car and computer

equipment.



Accumulated depreciation increased by EUR 12,549,408
due to the depreciation charge for the year, and decreased

due to the above-mentioned retirement of assets.

In 2010, the parent company transferred to SODO
certain items of property, plant and equipment assets
financed with the average connection charge: in August
it transferred assets acquired from 1 July 2007 to 31
December 2009 (EUR 3,243,022), and in December it
transferred assets acquired in 2010 (EUR 934,502). The
aggregate difference between their market and book value
was EUR 1,483,435.
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Accumulated depreciation of assets being acquired are al-
lowances for assets invested in the development of a wind

power plant that the parent company has made from 2004.

The Group may reduce the carrying amount of property,
plant and equipment to their recoverable amount if the
latter is less than the first. The recoverable amount is the

higher of the net fair value and the value in use.

The Group does not have property, plant and equipment
assets acquired under financial lease contracts, or

mortgaged/pledged.

Movements in property, plant and equipment in 2009:

Buildings

EUR

Equipment Assets being

acquired and
advances

Cost

1 January 2009 5,975,593 344,849,748
Additions 114,675
Transfers from 54,575 9,456,497
assets being

acquired

Disposals -55,661 -1,987,781
31 December 2009 5,974,507 352,433,139
Accumulated depreciation

1 January 2009 240,044,647
Depreciation 5,937,739
Decreases -1,987,781
31 December 2009 243,994,605
Net carrying amount

1 January 2009 5,975,593 104,805,101

135,443,045 4,410,837 490,679,223
0 18,692,757 18,707,432

7,045,599 -16,556,671 0
-1,642,348 -64,758 -3,650,548
140,946,296 6,382,165 505,736,107
80,700,857 815,571 321,561,075
6,595,743 12,538,482
-1,625,395 -3,613,176
85,771,205 815,571 330,581,381
54,742,188 3,595,266 169,118,148

31 December 2009 5,974,507 108,438,534 55,175,091 5,566,594 175,154,726

1.3. Long-term investments

In accordance with SAS 3, long-term investments are

classified as available for sale.

Long-term investments of the Group include interests
and shares of Elektro Primorska in other companies
(EUR 476,404), as well as equity investments and
interests and shares of E3 in Kne$ca and Aeronavti¢ni

muzej Nova Gorica respectively (in the total amount of

EUR 734,681).
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Long-term investments comprise the following:

Shares and interests in subsidiaries:
Energy 3

Impairment of investment in Energy 3
Shares and interests in associates:

KneSca

EUR
31 Dec 2009

204.056
= -204.056

714.681 693.078

Other shares and interests:

Informatika Maribor d.d.

Banka Koper d.d.

Zavarovalnica Triglav d.d.

Abanka Vipa d.d.

Primorski tehnoloski park d.o.o.

Eldom d.o.o.

Stelkom d.o.o.

Tehnoloski center za pretvarjanje energije
Aeronavti¢ni muzej Nova Gorica

Total

Impairment of investment in Zavarovalnica Triglav d.d.
Impairment of investment in Eldom d.o.o.
Impairment of investment in Stelkom d.o.o.

Impairment of investment in Tehnoloski center za pretvarjanje energije

Total other shares and interests net of impairment

Total long-term investments

1.4. Long-term operating receivables

All total long-term operating receivables (EUR 11,827)

pertain to the parent company and are due from the
2. Current assets

Group current assets comprise:

240,756 240,756
95,879 95,879
41,688 31,387
11,155 2,799

1,808 1,808

106,395 106,395

57,837 57,837

= 1,669
20,000 20,000
575,518 558,530
= -28,917

-72,905 -642

-6,209 -6,209

= -1,669
-79,114 -37,437
496,404 521,093

buyers of apartments sold by the company under the
Housing Act, or associated with the maintenance money
payable to the operators of residential buildings under the

same Act.

EUR

2.1. Inventories

2.2. Short-term investments

2.3. Short-term operating receivables
2.4. Cash

1,650,811 1,632,119
58,000 70,000
31,374,501 30,480,551
997,692 6,725,912
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2.1. Inventories

All inventories pertain to the parent company. They
mainly comprise material for maintenance and con-
struction of electrical facilities and equipment. They also
comprise low-value assets costing less than EUR 100
apiece (if they have a useful life shorter than one year)
or more than EUR 500 apiece (if they have a useful life
shorter than one year). The latter comprise means of pro-
tection and small tools. Once taken from the warehouse,

they are kept off the balance sheet.

Inventories are initially recognised at cost and measured

using the moving average cost method.
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2.2. Short-term investments

Short-term investments relate to a loan contract that
Elektro Primorska concluded with the Hit football club.
2.3. Short-term operating receivables

Of total short-term operating receivables, trade receiva-
bles of the parent company were EUR 27,277,013, and

trade receivables of E3 were EUR 1,854,676, represent-

ing together 86% of total current assets.

EUR

Short-term trade receivables due from:
- domestic customers
- foreign customers

Allowances

Interest receivable from:
- other customers

Allowances

Advances

Other short-term operating receivables due from:
- the state and other institutions

- employees

- others

28,724,372 27,014,940
1,351,228 1,146,260
-1,201,675 -956,743
28,873,925 27,204,457
520,377 409,264
-292,867 -199,638
227,510 209,626
30,254 33,840
2,164,293 2,692,451
14,214 14,561
64,305 325,616
2,242,812 3,032,628

Short-term operating receivables increased compared to
2009. Those of the parent company increased due to poor
payment discipline, while those of E3 decreased due to

less electricity sold.

Short-term  operating receivables are not insured.
However, after several payment reminders, the Group can

always disconnect its debtors.
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Ageing structure of short-term operating receivables at year-end 2010:

EUR

Current

Overdue less than 30 days
Overdue from 31 to 60 days
Overdue from 61 to 90 days

Overdue more than 91 days

22,606,050 20,897,243
4,110,076 4,216,949
1,130,807 865,480

485,597 561,543
2,263,447 1,986,372

Receivables believed not to be settled by their due date or
in their full amount (doubtful and disputable receivables)
are impaired individually, by accounts receivable and by
customers. Such receivables include:

* unpaid receivable that arose before 2010,

e disputed receivables, and

* receivables due from customers undergoing bank-

ruptcy or compulsory settlement.

Allowances made in 2010 by the parent company and
E3 represented 5% of total receivables at year-end 2010.

Of rtotal short-term operating receivables, 4% due from

foreign customers pertain to E3.

Short-term operating receivables due from others (EUR
2,242,812) mainly comprise receivables due from the state
for VAT and advance tax payments (EUR 2,164,293), as
well as receivables due from the Post and banks for the
electricity bills paid by customers but not yet credited to
the Group’ accounts (EUR 53,932), and other receiva-
bles.

2.4. Cash

Cash comprises bank balances of Group companies, and

a short-term deposit made by the subsidiary.

EUR

Bank balances
Short-term deposits

1,219,203
5,506,709

497,615
500,077

3. Deferred costs and accrued revenues

Short-term deferred costs and accrued revenue amounted
to EUR 2,188,228 at year-end. They mainly comprised
deferred adjustments of EUR 2,102,129 made under a
decision that the Tax Administration issued in 2009. The
parent company appealed against the decision, but the

case was still pending in 2010.
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4. Capital

Group capital comprises the following components:
* share capital,

* capital surplus,

* legal reserves,

* other revenue reserves,

* revaluation surplus,

* retained earnings, and

* net profit or loss for the period.
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EUR

Share capital

Capital surplus

Legal reserves

Other revenue reserves
Revaluation surplus
Retained earnings

Net profit for the period

78,562,832 78,562,832
46,208,187 46,208,187
651,328 651,328
5,066,366 4,904,351
47,574 =
5,932,041 5,212,014
266,428 882,042

Share capital of Group companies comprises share capital
of the parent company, which is divided into 18,826,797
common registered shares with no par value, each repre-

senting the same amount of share capital.

Capital surplus is associated with the general capital re-
valuation adjustment that had to be recognised by the
parent company as capital surplus with the entry into
force of Slovenian Accounting Standards 2006. See also
the consolidated statement of changes in capital for 2009
and 2010.

The Group formed other reserves of EUR 162,015 from
retained earnings. Its net profit for 2010 of EUR 266,428
relates to: net profit earned by the parent company; loss
made by E3 and share of profit of Knesca pertaining to
E3 (EUR 76,909); and losses upon disposal of Energetika
Majske poljane (EUR 34,377).

5. Provisions, and long-term accrued costs and
deferred revenue

In accordance with SAS 10, the parent company and E3
formed long-term provisions for severance pays and long-
service awards based on data as at 31 December 2010. The
assumptions submitted by the companies to a certified
actuary were the following: the number of employees in
the last five years, wage growth, and the paid amounts
of severance pays/long-service awards. The companies
also submitted provisions of the collective employment

agreement governing long-term employee benefits.

The single discount rate used in the actuary calculation was
equal to the market interest rates on first-class corporate
bonds or, more exactly, to the euro area yield curve for such
bonds (from 1.3% to 3.3%).

The amounts of long-term provisions shall be gradually
decreased by the amounts of costs for which they were made.
Provisions shall be formed for any differences between the
report on their calculation as at 31 December of the current

year and bookkeeping records.
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5.1. Provisions

Provisions for
long-service

Provisions for

severance pays

awards
1 January 2,078,710 1,318,036
Formation 188,649 416,053
Utilisation -208,228 -185,361

EUR

Provisions for | Provisions associated with Total
emergency aid | the allegedly overcharged
electricity

188,987 1,146,121 4,731,854

-166,658 438,044

-22,329 -1,125,820 -1,641,738

31 December 2,059,131 1,548,728 _ 20,301 3,628,160

In 2009, the parent company formed a long-term
provision of EUR 1,146,121 associated with the decision
of the Competition Protection Office, under which the

company might have had to pay back to its customers

5.2. Long-term accrued costs and deferred revenue

the overcharged electricity. Using the provision set
aside in 2009, the company paid back almost the entire
amount (with interest) in 2010. The court procedure was
concluded in 2010.

EUR
Assets acquired Average Co-financing Damage claims Total

free of charge connection of facilities

charge construction
1 January 6,099,073 6,310,106 254,350 47,811 12,711,340
Formation 556,925 7,940 564,865
Recognition as -201,074 -191,030 -9,832 -2,812 -404,748

revenues

Decreases -3,243,022 -4,000 = -3,247,022

31 December 6,454,924 2,876,054 240,518 52,939 9,624,435

In 2010, the parent company formed long-term accruals
and deferrals for the electrical facilities obtained free of
charge from legal and natural persons, and for the average
connection charge. The average connection charge is used
at amounts corresponding to the actual depreciation of
electrical facilities, which amounted to EUR 191,030 in
2010. The decrease of EUR 3,243,022 in the average con-
nection charge due to SODO resulted from the offset of
this liability against the company’s claims against SODO

for the assets transferred.
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Long-term accruals and deferrals for damage claims were
formed by the parent company in the amount of EUR
7,940 and reversed in the amount of EUR 2,812 (due to

a complaint withdrawn).

Recognition of long-term accruals and deferrals as revenue
relates to the annual depreciation of assets acquired free of

charge or co-financed.



6. Long-term liabilities
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EUR

Long-term financial liabilities
Of this short-term portion
Total long-term financial liabilities

Long-term operating liabilities

28,817,184 28,255,225
-7,010,130 -6,638,040
21,807,054 21,617,185

0 15,092

Total long-term liabilities . 21,807,084 21,632,277

Long-term financial liabilities relate to long-term loans
raised to finance capital investments. They comprise li-
abilities of E3 in the amount of EUR 1,575,391, while

the remaining amount pertains to the parent company.

7. Short-term liabilities

All loans mature by August 2016 at the latest. The
long-term loan of EUR 760,000 obtained from the SKB
bank matures within a period longer than 5 years. Loans
are remunerated at one- or six-month Euribor + margin

(0.29%-2.5%).

EUR

SHORT-TERM FINANCIAL LIABILITIES
Short-term financial liabilities to banks
Short-term portion of long-term loans
Dividends payable

Total short-term financial liabilities
SHORT-TERM OPERATING LIABILITIES
Trade payables

Liabilities from advances

Total short-term operating liabilities to suppliers
Liabilities to employees

Liabilities to the state and other institutions
Other liabilities

Total other short-term operating liabilities

Total short-term operating liabilities

3.800.000 2.072.000
7.010.130 6.638.040
899 899
10.811.029 8.710.939
27,180,275 28,328,062
401,047 428,634
27,581,322 28,756,696
1,108,093 1,045,352
1,018,332 2,589,909
10,5613 15,055
2,136,938 3,650,316
29,718,260 32,407,012

TOTAL SHORT-TERM LIABILITIES _ 41,117,951

On consolidation, short-term liabilities of EUR
1,285,242 were offset against short-term receivables of
the same amount. The entire amount related to short-
term operating liabilities.

Short-term financial liabilities comprise short-term loans
of the parent company and the short-term portion of
long-term loans of the parent company and E3 falling

due for payment in 2011.

Short-term operating liabilities to suppliers decreased by
EUR 1,147,787 or 4% from year-end 2009. Those of the

parent company decreased and those of E3 increased.

Short-term liabilities to the state decreased due to the
payment by the parent company of income tax (EUR
1,806,217) under a decision of the Tax Administration.
Short-term liabilities to employees relate to the December
2010 salaries.
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8. Short-term accrued costs and deferred revenues

The majority of short-term accrued costs and deferred

revenues pertained to the parent company in 2010.

EUR

VAT included in advances
Short-term deferred revenues

Short-term accrued costs

2,925 2,594
= 305,398
130,189 1,397,929

Accrued costs comprise a fine of EUR 125,000 payable
under a judgment of the Ljubljana Basic Court in connec-

tion with the 2008 increase in electricity prices deemed

concerted among electricity distribution companies. The
fine accrued in 2008 was thus reduced by EUR 1,272,929.

3.3. Notes to the consolidated income statement

Revenues in the amount of EUR 6,347,167 and expenses
in the amount of EUR 6,331,893 were eliminated on

consolidation. The difference, which reduces net profit,

9. Operating revenue

relates to losses upon disposal of Energetika Majske
poljane (minus EUR 36,877), and to the share of Knesca’s
profit (less director’s bonus) (plus EUR 21,603).

EUR

Net sales revenues
Capitalised own products and services

Other operating revenues

122,779,970 129,450,067
5,960,728 6,512,706
4,446,241 1,163,613

Total operating revenues _ 137,126,386

Net sales revenues in the amount of EUR 6,296,669 were

eliminated on consolidation.

Consolidated net sales revenues were EUR 3,939,447 less
than in 2009.

Revenues from capitalised own products and services and
other operating revenues pertain mainly to the parent
company. They relate to project documentation and

construction of electrical facilities, as well as to usage of
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long-term accruals and deferrals related to the following:
depreciation of assets acquired free of charge, co-financ-
ing of electrically facilities, and the average connection

charge.

Of total operating revenues, 91% or EUR 122,768,724
is attributable to the parent company, of which 89% were
generated in Slovenia. The remaining 9% is attributable

to E3. They were generated by the sale of electricity.



10. Operating expenses
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EUR

Costs of electricity purchased
Costs of material and services
Labour costs

Write-downs in value

Other operating expenses

89,317,054 87,680,571
14,065,540 16,630,110
15,546,596 15,284,685
13,601,978 13,318,850

708,814 2,317,768

Operating expenses by natural classes comprise costs
of electricity purchased, costs of material and services,
labour costs, write-downs in value, and other operating

expenses.

On consolidation, the following were eliminated: costs
of electricity purchased (EUR 6,145,518) and costs of
services (EUR 151,151), together EUR 6,296,669.

Total operating expenses decreased by EUR 1,992,002 or
1% compared to 2009. They also include attendance fees
of EUR 47,915 paid to supervisory board members. All
Group companies have one-member management boards

who were paid EUR 113,853 all together in 2010.

Costs by functional groups

Production costs

Costs of electricity purchased 89,317,054
Costs of (raw) material used 4,054,488
Costs of services 2,266,788
Labour costs 2,346,025
Amortisation/depreciation 264,825
Other operating costs 5,299

Management board members and employees employed
under individual employment agreements were not

granted loans or issued guarantees by Group companies.

Total amortisation/depreciation charge for the year was
EUR 12,667,005, of which EUR 12,235,109 pertains to

the parent company.

Write-downs in value in the amount of EUR 934,973
relate to the following: operating expenses from revalu-
ation of property, plant and equipment (EUR 219,834);
and allowances for receivables (EUR 715,139).

EUR
Selling costs General and Total
administrative
costs
89,317,054
1,275,870 147,835 5,478,193
5,147,225 1,173,334 8,587,347
10,989,770 2,260,801 15,546,596
12,092,061 310,119 12,667,005
198,035 505,480 708,814

98,254,479 29,652,961 4,397,569 132,305,009

The breakdown of costs by functional groups does not
comprise revaluation expenses of EUR 934,973, which
are included in the income statement within write-downs

in value.

11. Financial revenues

Total financial revenues were EUR 434,240 in 2010,
of which EUR 193,305 related to shares and interests
in other companies, and EUR 240,935 to interest.
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Compared to 2009, late payment interest on accounts
receivable decreased, while revenues from shares and
interests increased. The latter comprised the following:
the share of profit of Knesca, dividends from two banks,
and gains/losses on disposal of Energy 3 and Energetika
Majske poljane.

12. Financial expenses

Financial expenses of EUR 2,790 were eliminated on
consolidation, as they related to late payment interest

charged within the Group.

Financial expenses in the amount of EUR 1,144,808
comprise interest on short-term and long-term bank
loans, as well as late payment interest on trade payables.
Compared to 2009, the first increased by EUR 140,850
and the latccer by EUR 279,217. Of total financial

expenses, 97% were incurred by the parent company.

18. Other expenses

Other expenses of EUR 81,087 relate to compensations
paid for damages caused during construction and mainte-
nance works, mainly to natural persons — owners of land,
but also to emergency aid, grants and other expenses not
necessary for operations. The majority (EUR 75,820)

were incurred by the parent company.

14. Income tax

Only the parent company of all Group companies
accounted for income tax in 2010 (EUR 173,825).

The Group did not have to recognise deferred tax assets or

liabilities for temporary differences.
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15. Net profit or loss

In 2010, the Group earned a profit of EUR 440,253. After
deducting income tax, its net profit was EUR 266,428.

3.4. Notes to the consolidated cash
flow statement

Data used to prepare the consolidated cash flow statement
in accordance with the direct method were obtained from
records on receipts and payments, and from the Group’s
bank accounts. The consolidated cash flow statement
shows changes in cash items in an accounting period. In
accordance with SAS, intra-Group cash receipts and cash
payments in the amount of EUR 8,327,239 were elimi-
nated on consolidation. Compared to 2009, cash flows

from operating activities were more or less the same.

17. Net cash inflow or outflow for the period

The difference between the opening and closing balance
of cash is the net cash outflow in the amount of EUR

5,726,240.

The Group had net cash receipts from operating and
financing activities. These were used to cover net cash

payments from its extensive investing activities.

3.5. Contingent liabilities

According to legal experts, the court cases currently in
course do not involve such amounts that could have a
significant effect on its profit, so the Group estimated the

existing provisions for such purposes as sufficient.

The Group keeps off-balance sheet contingent liabili-
ties associated with a loan guarantee issued in favour of
E3, and bank guarantees including tender, performance
(associated with electricity supply) and warranty perfor-

mance guarantees (associated with commercial services).
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EUR

Loan guarantee

Bank guarantees

1,500,000

1,943,323 2,598,775

3.6. Events after the balance sheet date

In 2011, the parent company will create a spin-off company
to pursue the activity of electricity purchasing and selling.
The new subsidiary will be equally 100-% owned by
Elektro Primorska. Until its registration in the autumn of

2011, Elektro Primorska will act as one company.

The E3 subsidiary bought, under a long-term concession
contract with the parent company, 10 MW electricity
from the Holding of Slovenian Power Plants, which will be
delivered in 2011 (1 MW) and in 2012 (9 MW). This and
the developments on the energy exchange will significantly

affect the results of its electricity trading sector.
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4, Statement of Management Responsibilities

Management confirms the 2010 consolidated financial
statements and the 2010 consolidated business report, as
well as the accounting policies applied in their prepara-

tion and notes thereto contained in this annual report.

Management is responsible for the preparation of the
annual report for each financial year so that it gives a
true and fair view of the Group’s financial position and

operating results.
Management confirms that proper accounting policies

have been applied consistently, and that reasonable and

prudent judgements and estimates have been made. Man-
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agement also confirms that the consolidated financial
statements and the notes thereto were prepared on a
going concern basis, and in accordance with applicable

regulations and Slovenian Accounting Standards.

Management is also responsible for keeping proper ac-
counting records, for safeguarding the assets of the Group,
and hence for taking reasonable steps for the prevention

and detection of fraud and other irregularities.
Management consistently ensures compliance with appli-

cable regulations, including tax regulations, and does not

expect material liabilities to arise in this respect.

Nova Gorica, 8 April 2011

Julijan Fortunat

Predsednik uprave
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