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Ericsson Nikola Tesla Group

Zagreb, February 19, 2025

Management Report on the Company and Ericsson Nikola Tesla Group business performance with
comments on the financial results for 2024

Highlights:

e Salesrevenue: EUR 249.5 million
e Grossmargin: 11.4 %

e  Operating profit: EUR 22.1 million
e  Profit before tax: EUR 23.2 million
e Net profit: EUR 15.6 million

e Cash flow from operating activities: EUR 10.3 million

Gordana Kovacevic¢, President of Ericsson Nikola Tesla, commented:

“Last year was another dynamic business year in which we had a stable business performance and provided the best
technology solutions and services in all business segments for our customers and partners. We implemented a few
demanding projects, signed several strategically important contracts and gained additional responsibilities. We were
faced with further significant increase in the cost of living and inflationary pressures in Croatia, which has affected the
increase in labor costs. Moreover, we were exposed to pressures on the prices of our products and services, short
projectimplementation deadlines, and unfavorable payment terms related to complex digital transformation projects.
In order to achieve stable business performance, we focused on the areas where we can have an impact; our strategic
customers, remaining competitive in the market owing to our technology leadership, retaining employees and
developingtheir strategic competences, investing in the development of new products and services, growing business
in new markets and with new customers, and strengthening profitability and cost efficiency. All this required
exceptional management efforts when making strategic and operational decisions. | would like to use this opportunity
to thank all our colleagues for their expertise, engagement and innovation, and our customers and partners for their

trust.
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In November, we marked the 75™ anniversary of our business, and on this occasion, we presented the company's new
visual identity, implemented with the aim of expanding business and stronger visualization of our own ICT solutions
for the digitalization of various industries and public services. Ericsson Nikola Tesla Group’s new visual identity is in

line with the adjustments of the management system of the company and Ericsson corporation.

We have been actively participating in rollout and modernization of communication infrastructure, especially in
broadband Internet and 5G technology. In the domestic market, the focus was on modernization and extension of the
radio part of mobile network of Hrvatski Telekom, and the implementation of Ericsson dual-mode 5G Core for 4G/5G
core network, in line with the strategic agreements signed at the end of 2023, and in the beginning of 2024. With our
partner A1 Hrvatska, in line with the multi-year agreement, we have been working on the extension of coverage and

capacity of the 5G radio network and on the modernization of the core network.

We have continued successful cooperation with the operators Telekom Kosovo and IPKO in Kosovo market, where we
arerecognized as areliable partner that, through its innovative products and solutions, contributes to the introduction
of the state-of-the-art telecommunication solutions in this market. | would like to highlight that we have completed
the last phase of modernization of Telekom Kosova's radio access network six months before the contracted deadline.
Moreover, our office in PriStina, which currently has more than 20 software designers who work on the development
of the latest technologies (5G, Cloud,..), has the potential for further growth and progress.

In other export markets, we have continued our quality cooperation with the operators HT Mostar and Crnogorski

Telekom on the modernization of their telecommunication networks.

Our focused strategy of development and investment supports and stimulates growth in key strategic areas within the
Digital Society segment: e-Health, land administration, advanced transportation solutions, national and public safety,
digitalization of business, communication infrastructure and sustainable management. In 2024, we have signed
several new contracts with various Ministries and other key customers in Croatia. Activities are also ongoing related
to the realization of project of the replacement and modernization of the land administration information system of

the Department of Lands and Surveys of the Republic of Cyprus.

Our R&D Center, which has more than 1,500 experts, has additionally strengthened its position within the global
Ericsson Corporation owing to a great quality of software it delivers and is one of the best rated centers for software
development within Ericsson. In 2024, we gained new responsibilities for the development of 5G Radio Access
Network (RAN), which is strategically important because it will enable us to build additional E2E capability within
networks software/modules. In line with the new responsibilities, the growth of our R&D center continued with more
than 100 experts hired, and additional expansion is planned during this year.

Excellent results on the realization of demanding tasks for Ericsson customers were also achieved by our teams
working on solutions and services for customers. | would like to highlight new responsibilities for the development of

software tools for mobile networks management and optimization.
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Total sales revenue amounted to EUR 249.5 million, down by 18% year-over-year, primarily due to lower revenue in the
domestic market as a result of non-renewal of the contract with Hrvatski Telekom regarding managed services. For
comparable units, if we exclude revenue from managed services with Hrvatski Telekom, the total sales revenue would
increase by 11.3% year-over-year. Sales revenue in the operator segment in export markets and the Digital Society
segment recorded growth and, together with the stable business performance in Ericsson market, partially offset the

decline in sales revenue in the operator segment in the domestic market.

When it comes to other financial indicators, gross profit amounted to EUR 28.4 million (2023: EUR 31.8 million), down
by 10.7% year-over-year, mainly due to lower sales revenue. Gross margin increased to 11.4% (2023: 10.5%) as aresult
of business mix and activities focused on improving efficiency and cost optimization. Operating profit amounted to
EUR 22.1 million, down by 10.6% year-over-year, as a result of lower sales revenue and gross profit. Operating margin
amounted to 8.9% (2023: 8.1%). We concluded the end of Q4 with a solid balance sheet and an equity ratio of 37.9%.
Cash and cash equivalents, including the short-term financial assets, amounted to EUR 63.1 million, which accounts
for 35.1% of the total assets. In line with our expectations, a positive cash flow from operating activities was achieved

in the amount of EUR 10.3 million (2023: EUR 16.7 million).

In line with our strategy to strengthen the cooperation with the academic community, we have signed a Memorandum
of Understanding on the development of new models of cooperation with the Faculty of Engineering and Computing
(FER) and have opened joint scientific research laboratory Inventorium. In the beginning of December, the first
Inventorium Day was held at the company’s headquarters, where joint research activities of ENT and FER were
presented. In total, 27 projects from various domains were presented, such as Embedded Systems, Data Science,
Artificial Intelligence (Al), Extended Reality (XR), Digital Twin technology, 5G, Network API, Data Governance and EU
Data Spaces. | am also proud of ENT Summer Camp, which we have been hosting for 23 years, actively contributing to
the strengthening of innovation potential, transfer of knowledge and technologies, and giving students the opportunity

to apply academic knowledge on concrete innovative projects.

Another challenging year is ahead of us, and it requires our full focus. We are working intensively on strategy
implementation and realization of strategic directives for the next period. Our goal is to keep the leading position in the
operator segment, R&D and services, by providing services of high-quality in line with our contractual obligations and
customer expectations. Despite the strong position that we have in the domestic and export markets, in 2025 we see
the signs of the continuation of lower operators’ investments in network modernization due to their focus on 5G
monetization. However, | believe that in the coming periods, our strategic partners will increase their investments in
the further extension and modernization of mobile telecom infrastructure, in order to ensure the quality of services to

end users.

At the same time, in the Digital Society segment, the trends of further digitalization of business entities and public
administration continue. Our goal is to use these opportunities, not only in Croatia and neighboring countries, butalso

on the broader international market.
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During 2025, we expect the intensification of activities regarding Mission Critical Networks for national and public
safety, as well as the implementation of railway communication network in Croatia based on the latest 5G solutions
(FRMCS- Future Railway Mobile Communications System), where we believe our technology leadership will be
recognized, as well as the experience of our experts , who have been actively contributing in a quality manner to similar

solutions in other EU countries.

In order to secure stable business performance, we are focused on profitability, cost and operational efficiency, cash
flow from operating activities, and responsible risk management. We continue to invest in the digital transformation

of our business by introducing new automated tools and by optimizing processes using artificial intelligence.

The company has a strong intellectual and innovative potential that we have been continuously developing. Due to the
fasttechnology development, the focus remains on the development of employees' competencies in order to improve

their skills and adopt new technologies.

We continue to foster company culture based onintegrity, ethics and compliance, and we are convinced that by having

the highest standards in compliance we secure additional competitive advantage and sustainability.

Our approach to work, quality execution of assumed obligations, and partnership with customers is what we are
recognized for and what puts us in a good position to continue stable business performance and to create added value

for all our stakeholders.“

Financial highlights for the Group:

e Sales revenue amounted to EUR 249.5 million (2023: EUR 304.2 million), down by 18.0% year-over-year, as
a result of non-renewal of the contract with Hrvatski Telekom regarding managed services, and slow-down
of operators’ investments in mobile telecom infrastructure in the domestic market. The decline in sales
revenue in the operator segment in the domestic market was partially offset by the growth of sales revenue
in the Digital Society segment, as well as in the operator segment in export markets and continuously stable

business performance in Ericsson market.

e Sales in the Networks segment amounted to EUR 153.3 million (2023: 145.2 million), Digital Services
segment amounted to EUR 92.6 million (2023: EUR 78.4 million), Managed Services segment amounted to
EUR 3.1 million (2023: 80.1 million), and the segment Other amounted to EUR 507 thousand (2023: EUR 475
thousand). As expected, there was a decline in the Managed Services segment, however, the results of other

segments are somewhat better compared to the year 2023.

e Gross profit amounted to EUR 28.4 million (2023: EUR 31.8 million), down by 10.7% year-over-year, due to
lower sales revenue in the domestic market in the operator segment. Gross margin increased to 11.4%
(2023: 10.5%) as a result of business mix and activities focused on efficiency improvement and cost

optimization.
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Selling and administrative expenses decreased by 6.5% year-over-year and amounted to EUR 12.1 million
(2023: EUR 13.0 million), primarily due to lower costs of use of corporate trademark, despite increased
investments in the development of new business opportunities as well as the company’s 75th anniversary
celebration costs and the introduction of new visual identity. The share of selling and administrative

expenses in the total sales revenue was 4.8% (2023: 4.3%).

Operating profit amounted to EUR 22.1 million (2023: EUR 24.8 million), down by 10.6% year-over-year,

primarily as a result of lower sales revenue and gross profit. Operating margin was 8.9% (2023: 8.1%).

Profit from financial activities amounted to EUR 1.1 million (2023: EUR 0.5 million), as a result of higher

interestincome due to an increase in interest rates.

Profit before tax decreased by 7.9% year-over-year and amounted to EUR 23.2 million (2023: EUR 25.2
million).

Net profit amounted to EUR 15.6 million (2023: EUR 22.2 million), down by 29.7% year-over-year, partially
also due to additionally calculated one-time tax expense from the previous years due to subsequent change
in interpretation of cost eligibility for tax deduction. Return on sales (ROS) was 6.3% (2023: 7.3%).

Cash flow from operating activities was EUR 10.3 million (2023: EUR 16.7 million).

Working capital efficiency, expressed in Working Capital Days (WCD), was 38 days (2023: 32 days). Excluding
services to Ericsson, Working Capital Efficiency was 28 days (2023: 48 days). WCD is affected by the
demanding projects in terms of work and capital engagement, with extended dynamics of collection of

receivables in the domestic and export markets, including Ericsson.

Cash and cash equivalents, including the short-term financial assets, as at December 31, 2024, amounted
to EUR 63.1 million (35.1% of the total assets), and at the end of 2023 they amounted to EUR 76.9 million
(39.9% of the total assets).

The Group has a solid balance sheet with the total assets of EUR 179.7 million as at December 31, 2024,
down by 6.7% compared to the end of 2023, mainly as the result of lower cash and cash
equivalents. Changes in inventory and work in progress are the reflection of regular contract execution
activities. End of 2024, equity ratio was 37.9% (end of 2023: 37.6%).

With related parties, the transactions were as follows: sale of products and services amounted to EUR 138.2
million (2023: EUR 141.7 million), while the procurement of products and services amounted to EUR 43.5
million (2023: EUR 40.2 million).

As at December 31, 2024, balances outstanding with related parties were as follows: receivables amounted
to EUR 39.5 million (end of 2023: EUR 37.4 million), and payables amounted to EUR 16.4 million (end of 2023:
EUR 15.1 million).
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Business situation in major markets

In the domestic market sales revenue amounted to EUR 66.4 million (2023: EUR 130.3 million), down by 49.1% year-
over-year. Lower sales revenue is a result of non-renewal of contract with Hrvatski Telekom regarding managed

services and lower capital investments of our customers in the mobile telecom infrastructure.

With Hrvatski Telekom we have been cooperating on the modernization and extension of the radio part of mobile
network in line with the multi-year agreement signed at the beginning of 2024, based on which Ericsson Nikola Tesla
will be the exclusive supplier of the radio part of Hrvatski Telekom's mobile network (RAN) until the end of 2027.
Furthermore, the activities of implementation of Ericsson dual-mode 5G Core for 4G/5G core network are ongoing as

planned.

With A1 Hrvatska, the activities are ongoing on the extension of coverage and capacity of the 5G radio network, as
well as on the modernization and construction of the convergent core network and the modernization of microwave

transmission systems.

In Digital Society segment, several new contracts were signed with key customers in Croatia, such as Ministry of
Justice, Public Administration and Digital Transformation, Ministry of the Interior, Ministry of Health, Ministry of
Tourism and Sport, Ministry of Culture and Media, State Geodetic Administration, Croatian Employment Service,
Central State Office for the Development of Digital Society, City of Split and City of Osijek. In Q4, we would like to
highlight new contracts with the Ministry of Health related to the support and corrective maintenance of the CEZIH
system Subsystem 1 software, with CARNET for the implementation and maintenance of the register of documents
issued in the education system, and with the City of Zagreb related to the preparation of a traffic analysis with the

aim of preparing a feasibility study for the construction of bridges in the western part of Zagreb.

In export markets (excluding services to Ericsson) sales revenue amounted to EUR 42.4 million (2023: EUR 32.2

million), up by 31.6% year-over-year.

In the market of Kosovo, with Telekom Kosova we have successfully completed the last stage of modernization of
radio access network; six months before the contracted deadline. We have achieved and exceeded the set targets —
modernization of the radio network of Telekom Kosova, which consists of a total of 550 base station locations, the
achievement of top network performance with improved energy efficiency. Moreover, Telekom Kosova confirmed

satisfaction with the performance and the results of the project.

With the operator IPKO, the activities are ongoing on the modernization and expansion of the functionalities of its

core network, as well as on the extension of coverage and capacity of 5G network.

With HT Mostar, we have been working on the implementation of the latest technological version of the Ericsson IMS
(IP Multimedia Subsystem) solution, the introduction of VOLTE (Voice over LTE) service, and on the expansion of radio
access network and transmission network of this operator. As part of the Agreement on Business-Technial
Cooperation signed with HT Mostar, a web application for mapping of tourist resources was developed that enables

the marking of the most important destinations and sights with important information for tourists and visitors.
6
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With Crnogorski Telekom, the activities are ongoing on the implementation of Ericsson dual-mode 5G Core for 4G/5G

core network.

The first stage of the replacement and modernization of the land administration information system of the

Department of Lands and Surveys of Cyprus started at the beginning of October.

In Ericsson market sales revenue is somewhat lower (0.7%) year-over-year and amounted to EUR 140.7 million
(2023: EUR 141.7 million) due to higher engagement of experts from the Services and Solutions Center on projects

for the customers of Ericsson Nikola Tesla. Revenue from R&D activities increased by 7% year-over-year.

ENT R&D Center is one of the best rated centers for the services of software development in Ericsson. In 2024, new
responsibilities were gained for the development of 5G Radio Access Network (RAN), which is strategically important
as it will enable us to build additional E2E capability within networks software/modules. In line with the new
responsibilities, R&D Center has continued to grow with more than 100 experts employed, and additional expansion
is planned during this year. The main development projects were in the segments Remote Radio, Massive MIMO,
Software Defined Infrastructure and G4 baseband. Among many activities, a new version of RAN Compute products
was delivered, which enable a greater capacity and better performance with lower energy consumption of RAN

network.

Experts from the Customer Services and Solutions Center, in addition to customers of Ericsson Nikola Tesla Group,
were engaged on projects for Ericsson customers through activities of creating solutions and defining network
parameters, and optimization and integration of solutions and technologies in many EU Member States and other
countries such as: the United Kingdom, Switzerland, Norway, the United States of America, Canada, Australia, India,
Mexico, etc. These are complex projects that, among other activities, included the introduction of 5G technology,
operational and business support systems, as well as projects of introduction of core solutions in Cloud.

The activities have also continued on the development and implementation of software tools for management and
optimization of mobile networks which are used in network rollout by many operators worldwide, and additional

responsibilities were also gained.

In 2024, we worked on research projects in the areas of security and data protection, sustainable infrastructure,
green technology, urban mobility, improving the quality of life of senior citizens, etc., some of them were financed by
the EU funds. We have successfully completed the EU H2020 IA project Pharaon, which was focused on applied

research and development of innovations, and Erasmus+ InnoVET project, focused on digital and green transition.
Quality cooperation was achieved with the company Aeris Communications on projects regarding loT.

The teams working on activities in the field of IT& Engineering Services, in addition to providing support and achieving
excellent results on test environment management projects and IT operations for Ericsson corporation, also have a

key role in the processes of Ericsson Nikola Tesla Group’s digital transformation.
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Other information

At the extraordinary General Meeting of Ericsson Nikola Tesla joint-stock company, held on November 22, 2024, the
decision was made that the amount of 4 MEUR from 2023 retained earnings will be allocated to reserves for treasury
shares; the Company’s Management Board was given consent to award the Company’s employees up to 10,000
treasury shares. Moreover, the decision was made on amending the Company’s Articles of Association regarding the
number of members of the Management Board; the revised Remuneration Policy for the Management Board was
approved. Stefan Kotz, Head of Mission Critical Networks & Strategic Projects in Market Area Europe & Latin America

(MELA) in Ericsson, was elected as a member of the Supervisory Board.

For additional information, please contact:

Antonija Lonéar Orhideja Gjenero

Director Marketing, Communication and CSR Investor Relations Manager

Ericsson Nikola Tesla d.d. Ericsson Nikola Tesla d.d.

Krapinska 45 Krapinska 45

HR-10 002 Zagreb HR-10 002 Zagreb

Tel.: +385 1 365 4473 Tel.: +385 1 365 4431

Mob.: +385 91 365 4473 Mob.: +385 91 365 4431

E-mail: antonija.loncar@ericssonnikolatesla.com E-mail: orhideja.gjenero@ericssonnikolatesla.com

E-mail: odnosi.investitori@ericssonnikolatesla.com

For more information about Ericsson Nikola Tesla’s business, please visit: http://www.ericssonnikolatesla.com
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Pursuant to the Articles 462 to 468 of the Capital Market Law (Official Gazette 65/18) the Managing Director of the joint

stock company Ericsson Nikola Tesla d.d. Zagreb, Krapinska 45 gives the following:

Statement

of the Management Board responsibility

The accompanying consolidated and non-consolidated financial statements have been prepared in compliance with the
International Financial Reporting Standards (IFRS). The financial statements also comply with the provisions of the

Croatian Financial Accounting Law valid as of the date of these financial statements.

Unaudited financial statements for the period January 1, 2024 to December 31, 2024 present a true and fair view of the
financial position of the Company and the Group and of the financial performance and cash flows in compliance with

applicable accounting standards.

Managing Director:

Gordana Kovacevi¢, MSc
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