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from 1 January 2021 to 31 December
2021. The report encompasses activities
undertaken by Ericsson Nikola Tesla d.d.,
as the parent company, and all its
subsidiaries in Croatia and abroad. 2021
Annual Report provides information
about the structure, the nature of
ownership, legal form, subsidiaries, as
well as changes in the size, structure
and financial results of the Group. The
previous report was published in April
2021, and it comprised data for 2020.
This non-financial report has not been
subject to external verification.

First UMTS call using
Ericsson equipment was
initiated from Zagreb.
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Integrated information system of

primary healthcare was put into
operation.

First demo UMTS call in Croatia (3G
Roadshow) was established.

Ericsson Nikola Tesla Group
is a leader in climate-related reporting

A great recognition for Ericsson Nikola Tesla’s non-financial report was received
after the research was carried out in regard to large Croatian companies
reporting about the negative impacts on the climate. The research included 68
large companies in Croatia. The Association for Sustainable Development of
Croatia, which is the holder of the research, highlighted in their analysis that

the research results show that only a few large companies in Croatia report on
the risks of the negative impacts on the climate which arise from their business
activities. A detailed analysis revealed that only 18%, i.e. 12 companies from

the sample covered by the research, report on the negative impacts on climate,
while as much as 82%, i.e. 56 companies included in the research, do not.
Conclusions emerging from the research show that in Croatia there is still a
predominantly low level of awareness of the risks posed by the negative impacts
on the climate that arise from the companies’ activities. Moreover, in cases of
recognizing one’s role and responsibility, the first step is generally focused on
emissions of greenhouse gases into the atmosphere, as the main risk of negative
impacts on the climate, and there is no developed awareness of other or overall
risks of the negative impacts exerted by companies on the climate.

We are proud that the research has shown that Ericsson Nikola Tesla Group is
the only large company in Croatia which takes a comprehensive approach to
risks posed by negative impacts on the climate which arise from its activities
and is also the absolute leader in reporting about the risks of negative impacts

on the climate.

equipment.

o

2012 2017

Joint Information System of i

Land Registry and Cadaster
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First LTE network in Croatia
was implemented on Ericsson

The energy efficiency of the
campus was finished.
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5G networks live in
Croatia.
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networks live
in Croatia

5G network implementation
in Croatia started.
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Reporting principles

In all segments of our business,
sustainability and social responsibility
principles are applied. The Group reports
on its sustainability and the impact

of corporate responsibility in line with
globally recognized standards and
principles in order to provide stakeholders
with all the required information about the
Group's activities in this area. This report
was prepared in line with GRI Standards
(Global Reporting Initiative).

The Group also reports on its progress in
the field of human rights, environment,
and anti-corruption in line with the UN
Global Compact principles. The principles
of stakeholder engagement, sustainability
context, materiality and completeness,
as well as response and impact, help

the Group to define the content of the
sustainability and social responsibility
report. In order to ensure the quality of
reporting, the Group applies principles of
accuracy, balance, clarity and timeliness.

Additional information about the Group
and its social responsibility is available on
https://www.ericsson.hr/en/. Moreover,
the entire Annual Report is available on
Ericsson Nikola Tesla’s website.

Statements about the future

Certain topics that are explored in this
report and include statements relating

to the future are subject to risks and
uncertainty. Those who read this content
should be warned that such statements
have no guarantee, and future actions and
developments may fundamentally differ
from the described or implied ones. We
expressly deny the responsibility to update
the statements relating to the future after
publishing the report.

High scores according to a reporting criterion within
a wider sustainability context as well

While the aforementioned research has shown that we are a leader in Croatia
in reporting about the risks of negative impacts on climate, in an overview of
our reporting throughout the years, Croatian Business Council for Sustainable
Development highlighted our efforts to raise awareness about the importance
of sustainable development and our contribution to realizing related goals. As
equally as we try to bring the latest technologies to our country, we also follow
positive social trends and integrate them in our operations, on which we report
to our stakeholders and the public. The tradition of comprehensive reporting
that we have been nurturing since 1999, and that, in addition to the financial
reporting, also encompasses the reporting about the impact we have through
our operations on the wider community when it comes to sustainability, is our
contribution to realizing sustainability goals. Moreover, through our actions,
we exert an impact on the realization of global UN Sustainable Development
Goals, as we have been presenting in our annual reports since 2015. Over

the last four decades, our awareness of the importance of sustainable
development grew year after year, and the pandemic circumstances
additionally increased it.

Modern ICT technology, along with the impacts on business, such as the
increase of efficiency of various sectors and a greater transparency and focus
on people, business, and the environment, also has great potential to build
sustainable communities of the future. It is precisely the innovation potential
of 5G technology that enables us to create new, sustainable solutions that

can be the foundation for the future. In order to use this potential in the best
possible way, we must cooperate with all the stakeholders in the ecosystem, on
which we will, of course, continue to report.
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Europe’s Digital Decade:
targets for 2030

Skills

Digital skills

Employed ICT experts

Now

8.4 million

Target 220000000000
28 million

Contribution made by Ericsson Nikola Tesla Group

3135 of highly educated

employees (91%)

+ More thon 1880 experts
work on software design
development

+ 1556 of new employees in
the last 5 years

« Joint projects with
Faculties

+ Qurexperts as lecturers

and mentors contribute to

the development of digital
skills

+ We organize Summer
Camp for STEAM students;
20 years, 820 students, 380
projects; 158 mentors

* We participate in two
applications for EU Digital

Innovation Hubs

Skills

.

Business

Digital transformation
of businesses

Cloud services

NOW e 26%
Target me——Qm= 75%

Big Data

NOW  =Qm—— 14%
Target Q= 75%

Many existing and all new
solutions we have been
developing are Cloud based
solutions

We participate in the
development of 5G technology
and e2e ICT solutions for
Industry&Society

Our solutions contribute to
transformation of industries
The current status of our
digital transformation:

Cloud computing services
Now —O— 50%
Target e 75%
Big Dota
NoW === 35%
Target emQe= 75%
Artificial Intelligence

NOW e 355,
TOrget e 75%

Business

Infrastructure

Digital infrastructure

Access to gigabit network

NOW e 59%
Target =———O 188%

5G network coverage

NOW e 14%
Target ——0O 100%

Digital

With Ericsson, a global leader
in 5G, we were the first to
present 5G technology in
Croatia in 2018

5G partnerships with HT and
Al Hrvatska that cover over
88% of mobile communication
market

Partnership with HT in build of
fiber optics that covers over
5@% of fixed communication
market

We deliver equipment and ICT
solutions to increase energy
efficiency infrastructure
We participate in the
development of safety
mechanism for secure
infrastructure

We contribute to the
development of products to
store Big Data in the network

Infrastructure

Public services

Digitalisation of public services '

Internet access to vital public

services

Now 00900000

75/108 citizens
£0000000f " 84/100 componies

Turget 0000000000 AScitizens and companies

transformation

2000000090 100% cf citizens of

Europe hove occess to
digital health records

We developed and have been
upgrading with new
functionalities the Central
Healthcare Information
System of the Republic of
Croatia (CEZIH)

180% of citizens use the
benefits of our solution
ePrescription

Our solution Healthcare Portal
(a part of CEZIH) enables all
Croatian citizens to have an
overview of their personal
healthcare information

Our One-Stop-Shop solution of
the Joint Information System
of Land Registry and
Cadaster (JIS) enables all
Croation citizens to see the
ownership and location of real
estate and other functionalities

Public services
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UN goals

NO
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No Poverty

Regular and transparent payment of all
taxes and contributions to the state budget
and local government, ensuring thereby the
functioning and development of all activities
which are important for the community,
including taking care of the most vulnerable
social groups.

Zero Hunger

The company financed the purchase of food
for the most vulnerable social groups in
Zagreb, Split, Osijek, and Vukovar.

Good Health and Well-being

We continue with intense activities in the
segment of eHealth in Croatia and abroad. We
are implementing a three-year Contract for

the Support, Maintenance and Upgrade of the
Central Part Software of the Integral Central
Healthcare Information System of the Republic
of Croatia. We are also implementing the
Contract for Central Software Platform for the
Centralized e-Health System of the Republic

of Belarus. In addition, we have supported

the work of institutions and associations for
palliative care and support to the severely ill.
We ensure regular medical check-ups for all our
employees, and through PrevENTion program,
we also take care about the physical and
mental health.

Quality Education

Including students in concrete projects in the
company, as well as projects in cooperation
with the academia (Summer Camp and other
activities), achieves the synergy potential for
all stakeholders.

We participate in defining educational
programs and contribute to their
improvement. Academic education is also
in focus internally: at the Group level, highly
educated employees account for 91% of all
employees.

DECENT WORK AND
ECONOMIC GROWTH

Gender Equality

We undertake activities in all segments of the
society, with the aim of eliminating prejudice
and stereotypes, stimulating interest in

STEM jobs, promoting at the same time the
importance of equal participation of women
in the ICT sector and leadership positions.

In 2021, the representation of women in

the company’s Supervisory Board reached
60%, while 25% of women held managerial
positions.

Clean Water and Sanitation

Together with our partners, we have been
working on multiple solutions that, among
other things, enable up-to-date monitoring

of physical and chemical water parameters. A
contract was signed on awarding grants from
the European Structural and Investment Funds
for the purpose of implementing a project titled
“WaterQ — Digital Transformation of Water
Quality Monitoring”. The expected result of the
project is to develop a solution that will improve
the process for the quality control of water for
human consumption, optimize risk assessment
methods, and additionally accelerate and
simplify the process of informed decision-
making in public health and water supply sector.

Affordable and Clean Energy

In our business operations, we use energy from
renewable energy sources.

Decent Work and Economic Growth

We provide our employees with a pleasant
working environment. We encourage them

to participate in lifelong learning, in order

for them to stay competitive in the labor
market during their entire career, and we give
them fair, regular and competitive salaries.
Additionally, this year we have expanded the
existing extensive program of benefits.
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REDUCED
INEQUALITIES

CLIMATE
ACTION

<

Industry, Innovation and Infrastructure

In global Ericsson teams, we work on 5G-related
solutions as the most important open innovation
platform for the development of industry and
society and take over new responsibilities in the
improvement of quality of our strategic partners’
telecom infrastructure. Furthermore, we have been
working on numerous research and development
projects of the Industry 4.0 in the segment of
transport, environment, etc., such as Insulae,
WaterQ, and many other. Through our advanced
environmental monitoring solutions, we provide
support to the Split-Dalmatia County in one of the
most important industries in Croatia - tourism.
Namely, due to increased amounts of precipitation,
it is possible that seawater becomes contaminated
by faecal pollution coming through rivers Cetina,
Neretva and Rasa. Within the Watercare project,
the company implemented an innovative alarm
tool that, along with parameter monitoring, has the
goal to distribute information to tourists about the
quality of seawater for swimming.

Reduced Inequalities

We have financially helped young people without
adequate parental care to continue their education
after leaving the children’s home. We did the same
thing for young people from vulnerable groups,
young people who live in poverty, and young
people with developmental disabilities.

Sustainable Cities and Communities

Together with the City of Rijeka and the Faculty of
Transport and Traffic Sciences in Zagreb, we have
been working on the SumBOOST project, majority
of which is financed by the EU grants, with the
aim of creating a new strategic foundation for the
realization of measures in the field of sustainable
urban mobility. Moreover, as one of the partners of
the Competence Centre for Smart Cities (CEKOM),
based on the invitation to promote centers of
competence within the Operational program
Competitiveness and Cohesion 2014-2020, we
participate in three subprojects: Connected Traffic,
4D Intelligent Infrastructure, and Modesty.

Responsible Consumption and Production

A considerable part of our services is delivered
remotely, primarily in network design and
optimization, network integration and software
upgrade, and we have been continuously
working on their development.

Climate Action

Due to the pandemic, all types of travel have been
significantly reduced, and thus the use of means

of transportation. Thereby, in addition to the
increase of energy efficiency and decrease in energy
consumption, the company has also contributed

to climate protection by reducing carbon footprint
from these two sources. Our solutions have a
significant positive impact on energy consumption
and reduction of carbon footprint of our customers.

1

1

PEACE AND JUSTICE
STRONG INSTITUTIONS

PARTNERSHIPS
FOR THE GOALS

Life Below Water

In Bosnia and Herzegovina, for the Purchaser
Elektroprivreda Mostar, we have been
implementing a project focused on the
monitoring, management and reduction of the
industrial footprint of Capljina Hydroelectric
Power Plant on the water ecosystem of
Nature Park “Hutovo blato”. Our solution for
monitoring environmental parameters and the
health of the water eco systems will enable
for “Elektroprivreda Mostar” to continue with
the realization of business activities in the
Hydroelectric Power Plant “Capljina” in an
efficient way, thus minimizing its impact on
the environment and biodiversity, as well

as to reach informed decisions regarding
environmental protection.

Life on Land

Environmental sustainability aimed at
reducing pollution and preservation of life

on land is an integral part of our business
strategy. This is achieved through responsible
management of impacts from our own
activities and through a product portfolio with
a focus on innovative 5G solutions that will
significantly contribute to the preservation of
ecosystem on land.

Peace, Justice and Strong Institutions

By developing solutions for the monitoring
of state green borders, as well as for other
security aspects, we provide an opportunity
for a more efficient work of institutions and
a safer life.

Partnerships

We build partnership with all target groups.
We have one of the leading roles and actively
participate in national umbrella institutions
that encourage corporate social responsibility:
Croatian Business Council for Sustainable
Development (HRPSOR), Croatian Employers’
Association (HUP), Croatian Chamber of
Economy (HGK), etc. We have also been
collaborating with universities and institutes
on various projects.

\ |/
e
%

4
THE GLOBAL GOALS

For Sustainable Development
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Our approach to sustainability

The purpose of Ericsson Nikola Tesla Group’s business is to empower an
intelligent, sustainable, and connected world. Sustainability is embedded in all
the Group’s activities and processes and represents a foundation for creating
business values. The focus on sustainability and responsible business helps us to
achieve two main goals: create positive impacts and reduce all types of risks. We
wish to be a responsible and relevant driver of positive changes in the society.

Sustainability as a new value creator

Integration of sustainability and responsible
business practice makes the Group’s business
more efficient. Focus on energy efficiency of
the products we offer to the market not only
helps the operators we do business with to
reduce the costs of their networks, but also
supports positive social and ecological effects
in the society. The aim of our endeavors is to
improve all the characteristics in a business
chain, create new value, and make our brand
different from our market competitors.

Doing business responsibly

Doing business responsibly is the primary
mark of the Group's long-term strategy, as
well as our company culture. Respecting
human rights on all levels of our business
is in line with the United Nations Guiding
Principles on Business and Human Rights.

We believe that responsible business and
reaching right decisions in the whole value
chain is crucial for the Group's business
success. In addition to the team that is
responsible for compliance, every employee
of the Group is responsible for implementing
compliance in all the activities and processes
in which the person participates in. We form
partnerships with all target groups and do
business with integrity and transparency on
all our markets.

Technology as the driver of positive
changes

At Ericsson Nikola Tesla, we believe that
communication is a basic human need, and
that technology is the key driver of positive
changes which are important for society’s
sustainable development. Therefore, it
comes as no surprise that over many years

the society has recognized our company as
a relevant and responsible driver of digital
transformation process.

Strategy implementation and
harmonization

ICT industry plays an important role in the
process of implementing UN Sustainable
Development Goals and fulfilling the
obligations foreseen by the Paris Agreement
on Climate Change. As a responsible and
relevant driver of positive changes in the
society, in our organization we use UN SDGs
as a platform for the implementation of
concrete activities in order to use technology,
knowledge and experience of our experts to
contribute as much as possible in achieving
the goals set, bringing thereby benefits to all
the people in the society.

Our strategy integrates sustainability and corporate responsibility, thus creating prerequisites for an active
role in implementing the society’s digital transformation, and creation of new value for all stakeholders. The
Group measures and evaluates its ecological, social and economic impacts. Work in these areas represents a
continuous journey, and strategy implementation encompasses three main areas:

1

Ericsson Nikola Tesla Group wishes to continue
to develop responsible business practices to
strengthen its position as a reliable partner with
all the relevant stakeholders. We are proactive
in many activities that encompass much more
than complying with the law, and we have been

2

Through circular economy, we
wish to enable solutions and

services that will contribute to
the creation of a new value in

Group on the market.

continuously conducting programs in areas such as
human rights, anti-corruption, occupational health
and safety, impact of radio waves on health, as

well as responsible supplier management.

business and positioning of the

By implementing innovative
ICT solutions, Ericsson

Nikola Tesla Group creates
prerequisites for the availability
of mobile broadband for all.
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Internet of Things combined with 5G offers
a wide range of industrial applications

Energy, the environment and climate

ICT has a transforming role in providing
support to other economy sectors by
harmonizing business growth with a
rational use of resources and can greatly
contribute to the reduction of carbon
dioxide emissions, as well as to the
preservation of clean air, drinking water
and other natural resources.

Commitment to circular economy

In order to increase our positive impact on
the society, we are dedicated to circular
economy, bringing three key areas into
focus:

1. leadership in energy efficiency and
environmental characteristics of
products

2. ecologically responsible use of materials,
waste and water

3. reduction of carbon footprint in our
activities.

Performance evaluation: Internet
forall

Key part of our Strategy is to enable every
person to use the Internet and mobile
communications anywhere and anytime.
Along with providing global connectivity,
we apply our technology daily; we play the

leading role and are innovative in ICT - the
key area of our business activities.

Setting goals

Aligning our goals with the UN Sustainable
Development Goals is more necessary than
ever before because it is an integral part of
a successful transformation of the society.
For setting further goals and monitoring
progress, we use a framework and
methodology to estimate and describe the
positive impact we have on the society.

Impact and risk assessment

In order to support the sustainability of
business and social responsibility strategy,
we measure yearly and long-term goals
of positive impacts and risk management.
There are two main ways in which we
measure our positive impact:

- activities and projects by which we
contribute to sustainable development

- reduction of greenhouse gas emissions in
the society.

We measure risk mitigation in the following
areas:

- responsible sourcing

- anti-corruption

- adhering to the rules of responsible sales
- occupational health and safety.

The way in which we implement our
strategy is described in three sections of
the report: business, environmental, and
social responsibility.

Business integration

Sustainability and social responsibility
are integrated into the implementation
of our business strategy, goal setting and
managing business risks. Sustainability
and social responsibility policy, as well
as our Code of Business Ethics and Code
of Conduct are part of our management
system and are applied in the entire
Group.

Performance monitoring

Every year, we report from the
perspective of achieving progress in

key activities of the business chain

and meeting the most important

goals and achievements related to key
material issues in our business. We will
continue to be the leader in sustainable
development, both in the society and

on the markets where we operate. We
will also continue to strengthen the
impact of our technology in accelerating
activities for achieving global sustainable
development goals.
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Engagement of our stakeholders

Through continuous two-way communication, Ericsson Nikola
Tesla holds a meaningful dialog with all the stakeholders and
builds relations that help to achieve common goals which are
important for the sustainable development not only of the Group,
but also of the community in which we operate.

By including stakeholders and engaging
in a dialog about the topics of common
interest, we build mutual trust and gain
insights into topics that are important
for our business, we encourage
innovativeness and build relationships
that improve our vision of the digital
society. Our stakeholders are divided
into four main categories: customers,

shareholders, employees, and the society.

The society comprises suppliers, public
administration, civil society, non-
governmental organizations (NGOs),
industry partners, media, the academig,
and the public.

We communicate through numerous
activities undertaken by our employees,

joint projects and initiatives, customer
meetings, investor meetings, surveys,
participation at industry meetings,
activities in decision-making bodies, as
well as academic research. Moreover,
we gain insight into our stakeholders’
opinions in other ways, such as individual
meetings, consultations, collaboration in
the field of research with the academia,
institutions, members of Ericsson
Corporation, and others. In order to
expand contacts and dialog with the
public, the Company uses social media.

We include our stakeholders in a

wide range of topics, including supply
chain management, energy efficiency,
assessment of impact on human rights,

Our approach to stakeholder engagement

Stakeholders’
expectations and
demands

approach

— Customers
- Employees
- Society*

- Shareholders

Engagement

Analysis

impact of our technology on the quality
of life, access to health care, education,
state administration and discussions on
other important sustainable development
goals. Our committed approach helps us
to determine the stakeholders, topics and
the way of engagement, with the aim of
obtaining feedback, which is important
for the current and future development of
both us and the society as a whole.

Sustainability

outcome

Which topics _

do we need to AS-IS analysis Strategy

discuss? and identifying - Targets
and opportun i i .
related to Significants topics
sustainable — Reports
development - Programs

* The society comprises suppliers, partners, business and expert associations, government bodies, the academia, the union, the public and the community.
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Our key stakeholders

Key stakeholders

Customers

Employees

Shareholders and investors

Suppliers and partners

Trade union

Business and professional associations

Government bodies

Educational institutions

Community

Our way of working

Professionalism
Partnership in finding the best solutions

Innovativeness in providing comprehensive ICT solutions that have
a positive impact on business, peoples’ lives and the environment,
including climate change

Measuring customer satisfaction

Lifelong learning and training

Attractive jobs in ICT sector

Equal development and work opportunities for all employees
Performance-based salary system

Motivating work environment

High-quality equipped workplace

Applying the principles of corporate governance

Objective and timely information about the most significant activities
and achieved business results from the aspect of risk management

Joint efforts to improve and enhance supply chain
Knowledge transfer

Regular inspection of compliance, as well as the system of quality,
environment, and OHS management

Partnership
Consulting and engaging in the decision-making process

Supporting union work, including care for the interests of its members

Participating in activities

Exchanging knowledge, experience and good practice

Participating in the passing of legislation
Exchanging ideas

Encouraging favorable business environment

Support to educational initiatives through joint projects, etc.
Transfer of knowledge about the latest technologies
Financial aid

Knowledge exchange
Support and collaboration in local initiatives

Financial aid
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Our material topics

With the aim to secure solid foundations of sustainable corporate
social responsibility, Ericsson Nikola Tesla Group regularly evaluates

its key economic, ecological and social topics. This is the central

component of the situation analysis, which is essential for strategy
development, target setting, risk management, and reporting.

The evaluation is carried out once a year
and has the following aims:

- to determine the Group's impact on
economic, ecological and social topics

- to examine stakeholders’ feedback that
has a significant impact on the positions
and decisions.

In 2021, during the evaluation process, we
focused on identifying important topics
that are significant for our business in the
long term.

Setting priorities

When assessing materiality, we strive to
focus on our most significant material topics.
Some of the topics, such as privacy and
security, will be of long-term significance in
business, while others may be relevant in
the short and medium term.

Key activity areas

We assess the life cycle of our products to
determine and measure ourimpact on the
environment, as well as to define possibilities
to increase positive impacts throughout the
overall value chain. Every material topic and
its limits, i.e. where in the value chain the
impact appears, are described in this report.

Our approach

Our material topics matrix consists of the
following quadrants:

- We have recognized and actively
participate in: These are the topics
that have been identified as the most
significant for the Group and our
stakeholders, so we actively participate
in them. Where necessary, we look into
and adapt ourselves and/or use new
management procedures to ensure
business sustainability and responsibility.

risk management

- socio-economic contribution/GDP

CLIMATE CHANGE

- narrowing the digital divide

- make health care, education and good-
quality living conditions available

communication for all

We actively include stakeholders in these
topics so that, through dialog, we can
discuss and mitigate potential risks, as well
as to improve positive socioeconomic and
ecological impacts of mobility, application
of 5G technology and cloud computing.

- We have assessed and are engaged in:
These are the topics of particular interest
to our stakeholders. We monitor these
topics, report on our results in these areas
and, when necessary, continue the dialog.

- We have assessed/recognized and
participate when necessary:
These are the areas we work on with
selected stakeholders, when necessary,
but we do not necessarily report on
them. We have established procedures
by which we strive to ensure that, in
relation to particular topics, we operate
in accordance with our stakeholders’
expectations.

- energy efficiency: networks
and solutions

- alternative energy sources

Code of Conduct
eco-friendly disposal of products

= therole of ICT in reducing CO,
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Material topics matrix
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we have recognized we have recognized and participate when necessary
low importance for Ericsson Nikola Tesla Group high

Material topics

B business responsibility*

anti-corruption

radio waves and public health
responsible sourcing
respecting human rights
looking after health and OHS
privacy

diversity and inclusion

risk management

employee engagement

labor standards and new ways of
working

11 tax transparency

O 0O N O U AN

[y
()

[ environmental responsibility*

12
13
14

energy consumption
contribution of ICT to low-carbon economy

impact on the environment and climate
change

supplier environmental responsibility
electronic waste management
water consumption

15
16
17

social responsibility*

20 partnerships for socioeconomic
development

21 responsibility towards the community
22 access to health via technology

23** ysing technology for water quality
monitoring

* the number next to the material topic does not match the importance of the topic

** new material aspect
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Responsible business —
every activity matters

Ericsson Nikola Tesla Group and all its employees have the responsibility
and commitment to the highest level of integrity and ethics in doing
business. Integrity and ethics are an integral part of the company’s
culture and an essential characteristic of our everyday Way of Working
and doing business. Operating with a strong sense of honesty is crucial
to maintain credibility and preserve the trust of customers, partners,
employees, shareholders and all other stakeholders.

All stakeholders that have a contractual
relation with the Group, as well as all
employees, are required to adhere to
Ericsson Nikola Tesla Group’s Code of
Conduct for Business Partners and Ericsson
Nikola Tesla Group’s Code of Business
Ethics in their daily operations. These
documents can be found at: https://www.
ericsson.hr/en/company-governance.

Our management system is the foundation
of our Way of Working. We approach our
business activities on the highest levels in
the company responsibly, starting with the
Supervisory Board, the Management Board
and all the members of the Executive
Management.

Our Way of Working

Ericsson Nikola Tesla Group's policies,
directives and processes encompass the
following topics: responsible sourcing,
occupational health and safety (OHS),
environmental management, anti-
corruption, human rights, trade and sales
compliance. Code of Business Ethics, Code
of Conduct for Business Partners, Trade
Compliance Policy, Occupational Health
and Safety Policy, and Sustainability Policy
are a part of Ericsson Nikola Tesla Group's
Management System. In this way, we
ensure the integration of sustainability and
corporate responsibility into every aspect
of our business activities, wherever we do
business.

Independent certification institutes
and Ericsson Nikola Tesla Group's team
for operational excellence and quality
regularly verify the way in which we
implement our policies and directives,
manage risks and achieve our goals.

Code of Business Ethics

Creating a transparent environment in
managing business is the Group's top
priority. We use our Code of Business Ethics
to show our commitment to acting honestly
and truthfully in our business activities and
our communication with the market. We
expect the company to be managed in line
with the principles outlined in this Code.
These standards should be met by everyone:
members of the Supervisory Board, the
Management Board and the Executive
Management, as well as every individual
working for Ericsson Nikola Tesla Group.

Code of Business Ethics reflects the
company’s commitment to responsible
business management, including:

- the commitments we have as responsible
citizens

- respecting human rights in all segments
of our business operations

- occupational health and safety
- promoting sustainable development

- the support to the United Nations Global
Initiative, as stated in the Code of
Conduct for Business Partners.

The Code of Business Ethics also contains
rules for all the individuals who are
performing tasks in the companies of
Ericsson Nikola Tesla Group and for
Ericsson Nikola Tesla Group, including:

- ensuring full compliance with the laws,
rules and regulations in force

- promoting complete, fair, accurate,
timely and comprehensible publication
of data in financial reports and other
press releases

- resolving potential conflicts of interests
adequately

- protecting and using assets
appropriately.

The Code emphasizes our zero tolerance
for all types of corruption. All employees
are obliged to read and sign the Code at
the moment they become employees of the
company and occasionally during the time
spent working for the company.

Code of Conduct for Business Partners

Our Code of Conduct for Business Partners
has been drawn up with the purpose of
protecting human rights and promoting
fair employment conditions, safety at work,
responsible environmental management
and high ethical standards. The Code of
Conduct applies to all the employees,
contractors and suppliers. Our suppliers
and their subcontractors are also required
to adhere to the Code of Conduct or similar
standards, as well as to confirm such
adherence.

The Code is based on the ten principles set
out in the United Nations Global Compact
on human rights, labor, environment and
anti-corruption. Moreover, it emphasizes
our objective to apply the United Nations
Guiding Principles in our business.

Organization responsible for
compliance

We have embedded zero tolerance for
corruption as the leading principle on the
highest levels of the company. Moreover,
we have been implementing it throughout
all organizational levels, along with a
comprehensive set of rules and processes
that all employees are obliged to adhere
to. Our Risks and Compliance Board is
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responsible for the overall management
of compliance aspects in the Group and
the implementation of the Ethics and
Compliance Program.

Compliance Officer, with the help of the
team responsible for compliance and
compliance verification, is responsible to
propose and monitor the implementation

of the Ethics and Compliance Program
elements, as well as to organize the
meetings of the Risk and Compliance Board.

Reporting non-compliance

Employees, suppliers, customers and other
partners associated with Ericsson Nikola
Tesla Group, can report a suspected breach
of law or the Code of Business Ethics to the
local executive manager, Compliance Officer
or a Person of Confidence, as described

on the web page: www.ericsson.hr/en/
company-governance.

This page describes the way to submit
anonymous reports via Compliance Line.

This Compliance Line is operated by a
third party and is available 24/7/365. It
is possible to communicate in Croatian,
Bosnian, Serbian, Montenegrin, English,
and Russian. The system for anonymous
reporting is user-friendly. After the report
is submitted, the third party delivers it

to Ericsson Nikola Tesla Group, which
will not have access to the sender’s

IP address. The Compliance Officer
receives reports and informs the Risk and
Compliance Board and Audit Committee
that determine the ways of further
handling the report.

In 2021, there were no confirmed
incidents of corruption.

Non-compliance risk assessment

In 2020, we started internal processes

of Anti-Bribery and Corruption Risk
Assessment (ABC RA) for Ericsson Nikola
Tesla Group’s companies, based on the
assessment of the development of certain

Education for employees
and suppliers

We provide various types of
trainings to ensure that our
employees and business partners
adhere to all the aspects of our
Code of Business Ethics and Code of
Conduct.

- Anti-corruption
In 2021, all active Ericsson Nikola
Tesla Group’s employees completed
the anti-corruption course via
e-learning application. By providing
such continuous education, we aim
to increase risk awareness among
all attendants, solve all dilemmas
they could have and encourage
them to act properly. Furthermore,
we have also carried out additional

anti-corruption trainings for key
personnel and continued with the
introduction anti-corruption courses
for new employees with the aim to
raise awareness of risks, dilemmas
and corresponding actions.

Human rights

As of December 2015, we have
been providing all our employees
with e-learning courses on human
rights and business.

Compliance

Our compliance workshops focus
on anti-corruption and competition.
We held workshops primarily in

the organizational units that are
potentially exposed to corruption

elements of the Ethics and Compliance
Program, existence and implementation
of processes of all compliance elements.

In 2021, we have continued with the
activities of eliminating or mitigating
risks that were noticed in the previous
year. An additional check of our
company'’s ethics and compliance in

line with the standard of ABC analysis
was performed for Ericsson purposes in
mid-2021 by the audit company KPMG
Germany. The following was analyzed:
the company’s management model,

risk management system, compliance
policies and procedures, governance in
the field of ethics, financial transactions,
process of sales, sourcing and deliveries.
KPMG concluded that Ericsson Nikola
Tesla has a quality program of ethics and
compliance.

 \

risks, and organizational units that,
due to their functions, have the
possibility to be the first ones to
notice potential breaches.

Education for suppliers

Free online courses are available
to all the suppliers and other
stakeholders in four key areas:
Code of Conduct, anti-corruption,
occupational health and safety
and conflict minerals.
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Managing business risks

In the process of creating and preserving values, the organization comes across
numerous unexpected circumstances, derogations from planned patterns

of behavior, business acceptable practices, etc. An important stronghold

to overcome the mentioned negativities is a quality established process of
integrated business risks management (Enterprise Risk Management (ERM)),
which takes into account the overall risks to which the Group is exposed. The
Group's business risk management is an integral part of the Management
System, with the purpose of a more efficient corporate governance.

Risk and Compliance Board

This body has the main jurisdiction. The
work of the Board includes monitoring risks
and compliance and ensuring compliance
and risk mitigation. The Management

Board, Executive Management, Risk and
Compliance Board and line managers of all
organizational units of the Group take care of
compliance with the directives.

The Management Board, Executive
Management and Risk and Compliance
Board monitor and regulate the following
areas through specific elements:

- Human Resources:
compliance regarding labor relations and
Workers Councils matters, compliance
with the Code of Business Ethics, review
business practice to avoid the risk of
employee claims due to discrimination
(sex, disability, age, sexual orientation,
religion, etc.), compliance with laws
on immigration and posted workers,
compliance of obligations related to
pensions.

- Finance:
preparation and filing statutory accounts
with local authorities; compliance
with accounting standards and IFRS,
compliance with tax laws and filing
appropriate returns to authorities,
compliance with the Group Authorization
Policy and Code of Conduct, compliance
according to the Code of Conduct and
the Supply Chain Directive, suppliers’
compliance with the Ericsson Nikola
Tesla’s Code of Conduct for Business
Partners, Environmental and Occupational
Health and Safety requirements,
suppliers’ compliance with anti-corruption
requirements by continuous supplier
integrity screening and requests of due
diligence reports.

- Sales & Trade Compliance:
sales compliance with the Group Sales
Directive, handling of approval requests
related to Sensitive Business Areas,

as well as Government and Defense
business, trade compliance with local
laws, including administration of import/
export licenses.

Legal:

compliance with statutory, regulatory and
contractual obligations, requirements in
the areas of Anti-Bribery & Corruption,
Competition Law, compliance with
Corporate Law, Data Protection and IPR.

General Services:

compliance according to security directives
and other legal obligations according

to Croatian laws, compliance with ISO
27001 and ISO 9001, compliance with
insurance requirements and insurance
claims notification; compliance with

lease arrangements and local laws for

the activities of the company’s sites in the
country.

Communications & Corporate Social
Responsibility (CSR):

compliance according to policies and
directives of Ericsson Nikola Tesla

Group, directives of the Department of
Marketing, Communications and CSR,

as well as Croatian laws and regulations
(Securities Market Act, ZSE Rules, etc.),
corporate communications and investor
relations, including transparent and fair
reporting, managing risk, i.e. perception
in relation to brand, external/internal

and crisis communications, compliance
with Donation and Sponsorship directive;
managing risks in relation to Occupational
Health and Safety (OHS); evidencing and
auditing compliance with OHS policy, law
and best practice; compliance with ISO
14001 and ISO 45001.

Business Partner Review Board

Based on inputs gathered through
screening process performed by Sourcing
and Finance, this Board decides on
compliance matters related to business
partners, with which the Group ora
subsidiary does or intends to do business.

The Head of each unit is responsible

for each of the mentioned areas. It is
important to highlight that the Board
proposes to Management Board and
Executive Management decisions
regarding the approval or rejection of
business relations with a business partner
and/or a specific deal structure, should it,
at the discretion of the board, be deemed
that it would pose a compliance risk which
cannot be mitigated.

Adequate methods and measures

To successfully manage risks, an integrated
approach is needed. By linking culture,
means and practices with strategic goals
and their realization, a framework is created
to manage risks in certain scenarios with the
aim to create, realize and retain values.

The Group's risk management includes an
operational and process dimension, and the
primary risks are defined as:

Risk management

Governance &
Culture

Risk

management

Assessment
& Treatment

Communication
& Reporting
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Enterprise risk
management
process (ERM)

Group Risk Management

Top-down Risk
Identification

Group Risk

Consolidation

Prime Risks
Selection

)

Risk
Management Risk

Planning

Group/Market and customers/Business systems risk management

Bottom-up Risk
Analysis
Identification

Risk Risk
Treatment Sign-off

- strategic

business

- operational

financial

- security (IT, people, premises)
- reputational and compliance.

Always staying cautions

The ERM process itself has three lines of
defense:

- The first line of defense refers to carrying
out control and measures of internal
control per certain organizations. The
holders are line managers as the owners
of responsibility for a certain risk, and the
risk is related to their area of operations.

- The second line of defense refers to the
control of central risk and compliance.
The holders are the Management Board,
Executive Management and the Group’s
Risk and Compliance Board, in a way

Quality

Risks

Intellectual
Property Rights

Competition

Strategy Development and Deployment Process

that they are the support to the owners
of a certain risk in reaching policies, but
also help to define goals and actions
with risks that are multi-functional.
These are the risks that appear in several
various functions at the same time, such
as sourcing, sales, payments, safety,
quality, etc. In order for the defense to
function, all risk owners must regularly
share information about the status of a
certain risk with the Risk and Compliance
Board, and which are regularly
monitored and mitigated during the
meetings of Executive Management.

The third line of defense refers to
independent internal audit. The holder

is an independent internal auditor. This
business function was implemented in
the Group in 2021. In an environment of
a developed network under the first and
the second line of defense, such as the
one applied in the Group, an independent
internal auditor will represent an

Mergers &
Acquisitions

Information
security

independent and an objective warranty
and consulting with the aim to add
value and improve the organization’s
business performance. It will help

the organization to fulfill its goals by
introducing a systematic, disciplined
approach in estimating and improving
the efficiency of managing risks of the
first and second line of defense against
risks, internal controls and management
processes. An independent internal
auditor reports to the company’s Audit
Committee and Supervisory Board and
the Risk and Compliance Board.

For a positive status of defense, all
included stakeholders need to have

a deep understanding of the types of
threats. A comprehensive internal and
external communication regarding risks
greatly helps in achieving this. Detailed
information can be found at Internet and
Intranet pages within the content related
to management, i.e. management model.

Safety, protection
and continuity

Laws and Customers

regulations

Management, risks
and control

Geopolitical Accounting

Risks related to
environment

Sourcing Product & service Project execution

Treasury Technology
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Corporate governance

Corporate governance describes the way in which rights and
responsibilities are shared between management bodies in accordance
with the applicable laws, rules and internal procedures. Corporate

governance also describes the system of reaching decisions and

the structure through which shareholders can directly or indirectly
control the way the Company is managed. Its long-term purpose is to
continuously create economic value for all stakeholders.

Management Board and Supervisory
Board of Ericsson Nikola Tesla d.d.
encourage the respect of corporate
governance principles in order to ensure
transparent business, protection of rights
and equal treatment of all shareholders,
as well as to strengthen the responsibility
towards all stakeholders.

The Company’s experts continuously,
timely and objectively inform the public
about all important business activities and
achieved results, thus strengthening the
public perception of a Company that fully
implements the Code of Business Ethics.

Good governance of the Company
strengthens trust of all stakeholders,
credibility towards customers, partners,
employees, shareholders and others,
and represents a significant factor for
attracting investments.

Regulation and compliance

Ericsson Nikola Tesla is a joint-stock
company with shares listed on the
Regular Market of the Zagreb Stock
Exchange; accordingly, it complies with
various regulations that impact the
management of the Company. The most
significant regulations that apply to us
are the following:

- the Companies Act

- the Capital Market Act

- Zagreb Stock Exchange rules

- Code of Corporate Governance of
the Croatian Financial Services
Supervisory Agency (HANFA) and the
Zagreb Stock Exchange

- Applicable rulebooks of the Croatian
Financial Services Supervisory Agency
(HANFA)

- Applicable EU regulations.

Internal rules

Furthermore, to ensure compliance with
legal and regulatory requirements and

high standards we set, Ericsson Nikola
Tesla adopted internal rules, which
include:

- Articles of Association and work
procedures of the Company’s bodies

- Code of Business Ethics

- Code of Conduct for Business Partners

- the Group's steering documents, including
the rules and directives, instructions and
business processes for control and risk
management.

Code of Business Ethics

Our Code of Business Ethics summarizes

the Group’s basic policies and directives and
contains rules which ensure business with

a strong sense of integrity. This is crucial for
maintaining trust and credibility towards our
customers, partners, employees, shareholders
and other stakeholders. Everyone who works
for Ericsson Nikola Tesla has an individual
responsibility to ensure that business
activities are performed in accordance with
the Code of Business Ethics.

After they are employed, the employees
confirm that they are aware of the principles
of the Code of Business Ethics. This
procedure is periodically repeated during
their employment.

The Company’s bodies

The General Meeting is a place where the
shareholders exercise their legally established
rights.

In addition to the members of the
Supervisory Board, elected by the
shareholders, the Supervisory Board has

an employees’ representative, elected by

the Company’s employees. The Supervisory
Board supervises managing of the Company.
The Management Board of the Company
consists of one member, appointed by

the Supervisory Board. The Management
Board manages the Company'’s business
under its own responsibility with the

support of Ericsson Nikola Tesla's Executive
Management. General Meeting selects
Ericsson Nikola Tesla’s external auditors.
Independent Internal Audit Officer,
Compliance and Investigation Officer, and
Data Protection Officer regularly report on
their work to the Supervisory Board's Audit
Committee and Ericsson Nikola Tesla d.d.
Risk and Compliance Board.

General Meeting

General Meeting of shareholders decides

on the election and recall of the Supervisory
Board members, profit allocation, policy

of remuneration and the reports on the
remuneration for the members of the
Management Board and the members of the
Supervisory Board, discharge from liability to
the Management Board and the Supervisory
Board, appointment of an independent
auditor of annual financial statements,
amendments to the Company’s Articles of
Association, as well as other issues explicitly
defined in the Companies Act and the
Company's Articles of Association.

At the General Meeting, the decisions are
reached by the majority of votes cast (simple
majority), unless prescribed by law or the
Articles of Association that it needs a larger
majority. For example, the Companies Act
defines that the decisions reached at the
General Meeting related to amendments
of the Articles of Association and increase
or reduction of the share capital are to be
reached by the votes which represent at
least three quarters of the share capital
represented at the General Meeting.

Ericsson Nikola Tesla’s General Meeting

is held in Zagreb, at the Company’s
headquarters. The date, time and place of the
General Meeting and the respective Agenda,
are published on Ericsson Nikola Tesla's

web page no later than a month before the
General Meeting is going to be held, with

the extension for the days defined for the
application of participating.
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The shareholders who cannot participate

in person at the General Meeting can
exercise their right to vote by proxies. All
documentation related to the General
Meeting is available in Croatian and English.

The shareholders attending the General
Meeting are entitled to ask questions which
relate to the Group's business performance.
Normally, the majority of the Supervisory
Board, Management Board and Executive
Management members is present at the
General Meeting to answer such questions.
External auditor attends the General
Meeting.

Ericsson Nikola Tesla’s General Meetings
in 2021

The Regular General Meeting of the
company Ericsson Nikola Tesla d.d. was
held on June 29, 2021. The Meeting was
presided by SnjeZana Babhtijari, Director of
Marketing, Communications & CSR, and
the share capital was represented in the
amount of HRK 89,765,300 which accounts
for 67.41 percent of the Company'’s total
share capital.

In line with the published Agenda, Ericsson
Nikola Tesla joint-stock company General
Meeting adopted the following Decisions:

h;‘- -~

- the Supervisory Board's report on the
supervision performed in 2020 was
adopted;

- itwas decided that the Company’s net profit
for the financial year 2020, amounting to
HRK 76,490,880.90 will be allocated to
retained earnings. The amount of HRK
25,000,000.00 from 2019 retained earnings
is allocated to reserves for treasury
shares. The Company'’s shareholders will
be paid a dividend amounting to HRK
82 per share from the remaining part of
the retained earnings from 2019 and the
retained earnings from 2020. The dividend
payment will be affected on July 28, 2021
(payment date) to all the Company's
shareholders who had the Company shares
registered on their securities account in the
Central Depository & Clearing Company on
July 2,2021 (record date).

- the Company’s Management Board
was given consent to allocate up to
25,000 treasury shares to the Company's
employees;

- the Company’s Managing Director,
Gordana Kovacevi¢, as well as the
Chairman and the members of the
Supervisory Board were discharged from
liability for exercising their duties in 2020;

General M

- adecision was adopted to recall the
members of the Supervisory Board, Vidar
Mohammar and Dubravko Radosevic;

- adecision was reached on the election
of Petra Vranjes, Head of Finance
and Business Control Segment Digital
Services in Ericsson, and Ana Vrsaljko
Metelko, Attorney, as the new members
of the Supervisory Board instead of Vidar
Mohammar and Dubravko Rado3evic;

- Remuneration policy for the Management
Board, Decision on the Remuneration of
the Members of the Supervisory Board,
as well as the Remuneration Report
for Supervisory Board members and
Management Board in 2020 together with
the Independent limited assurance report
on the Remuneration Report of Ericsson
Nikola Tesla d.d. was approved.

- It was decided that KPMG Croatia d.o.o.
is re-appointed as the auditor for the
Company’s business performance in 2021.

In 2022, the regular General Meeting of
Ericsson Nikola Tesla d.d. will be held on
27 June at the Company’s headquarters,
Krapinska 45, Zagreb. Additional
information is available at Ericsson Nikola
Tesla's web page.

-y
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Supervisory

Board
members

>

Vidar Mohammar

Member of the Supervisory Board and Audit
Committee (until June 29, 2021; first elected in
2015)

Former Vice President & Corporate Officer
Finance

Telefonaktiebolaget LM Ericsson

Group Function Finance

Bachelor's degree in Finance, University of
Stockholm, Sweden

Petra Vranjes
Member of the Supervisory Board and
Audit Committee (elected June 29, 2021)

Head of Finance and Business Control
Segment Digital Services
Ericsson AB

Graduated Finance at the University of
Stockholm, Sweden

Franck Pierre Roland Bouétard
Chairman of the Supervisory Board
(elected in 2018)

Ericsson Regional Head for France, Algeria,
Tunisia, Belgium and Luxembourg, as well as
Head of Orange, Altice and Iliad global accounts.

Graduated from Ecole Nationale Supérieure
des Télécommunications (Télécom Paris) and
graduated from IFA (Institut Francais des
Administrateurs) at Sciences Po Paris.

Board member of Swedish Chamber of
Commerce in France, Article 1 association and
Telecom Paris engineering school.

Prof. Dubravko Radosevic, PhD

Member of the Supervisory Board (until June
29, 2021; independent member, first elected in
2010)

2000-2010 economic adviser of the President
of the Republic of Croatia

University Professor of Economics (Finance),
University of Zagreb, Zagreb

Ana Vrsaljko Metelko
Member of the Supervisory Board
(independent member, elected on June 29, 2021)

Attorney, Law Office Ana Vrsaljko Metelko, Zagreb

Olgica Spevec
Deputy Chair of the Supervisory Board;
Chair of the Audit Committee

(independent member, elected in 2019)

Director of the Amplus Consult Ltd, Zagreb

- 2014-2022 Business consultant, Director of
the Amplus Consult Ltd, Zagreb

- 2003-2013 President of the Competition
Council in the Croatian Competition Agency

- 2000-2003 Deputy Minister of Economy

Master of Economics, Faculty of Economics
and Business, University of Zagreb, Croatia

Vladimir Filipovié
Member of the Supervisory Board and
Employees’ representative (elected in 2018)

Project Manager in R&D Center
Ericsson Nikola Tesla d.d.
Business and Quality Development

Graduated in Electrical Engineering,
Department of Telecommunications; Master
of Economics, Department of Information
Management; University of Zagreb, Croatia

-September 2020 — present: Ana Vrsaljko Metelko Law Office; as of March
2021, in cooperation with Ostermann and Partners LLP Law Firm, Zagreb

- 2008-2020: Zuri¢ i Partneri Law Firm: Partner 2017-2020

- 2006-2007: Tankerska plovidba d.d., In-house Lawyer, Legal and Insurance

Sector
Graduated at Law School, University of Zagreb
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Supervisory Board

The main task of the Supervisory Board

is to supervise the managing of the
Company'’s business. Ericsson Nikola
Tesla’s Supervisory Board consists of

five members, appointed for a four-year
term with the possibility of re-election.
Four members of the Supervisory Board
are selected by the Company’s General
Meeting, and one is selected by employees.

In its work, the Supervisory Board shall
apply high ethical standards and take into
account interests of the Company and its
shareholders.

The Company’s Management Board has
regularly informed the Supervisory Board
on all important business activities and
course of business operations, as well as of
all other items that the Supervisory Board
asked for.

The Supervisory Board reports to the
General Meeting on the supervision

of business operations, approves the
Consolidated and Non-consolidated
Annual Financial Statements for the year,
presents the opinion on the Management
Board proposal on the profit allocation
and proposes the appointment of the
Company'’s Auditor to the General Meeting.

Rules of Procedure of Ericsson Nikola

Tesla’s Supervisory Board is available
at Company’s web page https://www.
ericsson.hr/en/company-governance.

Work of the Supervisory Board in 2021

Pursuant to provisions of the Companies
Act and Ericsson Nikola Tesla d.d. Articles of
Association, Supervisory Board of Ericsson
Nikola Tesla d.d. monitored the managing
of the Company’s business operations,
reaching decisions and conclusions at four
regular and four extraordinary meetings
held during 2021.

In 2021, members of the Supervisory Board
were:

- Franck Pierre Roland Bouétard
(Chairperson)

- Olgica Spevec (Deputy Chair)

- Vidar Mohammar (Member until June 29,
2021)

- Dubravko Radosevi¢ (Member until June
29,2021)

- Petra Vranjes (Member since June 29,
2021)

- Ana Vrsaljko Metelko (Member since June
29,2021)

- Vladimir Filipovi¢ (Member and
employees’ representative).

There was full attendance of the Supervisory
Board members at all meetings, except for
the meeting held on April 7, 2021, when
Dubravko RadoSevic¢ was absent, and the

meeting held on December 17, when Petra
Vranjes was absent.

The Company’s Management Board
regularly informed the Supervisory Board on
all important business activities, assets and
liabilities positions, revenues, and the course
of business performance.

At the regular meetings, the Supervisory
Board discussed business environment, risk
management, activities with the customers,
focus areas, strategic projects, realization

of targets and financial performance.
Further topics of discussion encompassed
investments, compliance, significant business
transactions that include the Company and
its related parties, as well as issues regarding
human resources and shareholders. The
Supervisory Board has been continuously
monitoring business development and
responsibilities of Research & Development
Center, Center for Digital Services, Customer
Operations & Networks, Center for ICT
solutions for Industry and Society, IT &
Engineering Services Unit, and the daughter
company Ericsson Nikola Tesla Servisi d.o.o.

At extraordinary Supervisory Board
meetings, the members discussed targets for
2021, approval of annual financial reports for
20280, dividend proposal for 2020, sucession
planning for Management Board and
Supervisory Board, Remuneration Policy
and Report as well as introduction of new
Supervisory Board members Ana Vrsaljko
Metelko and Petra Vranjes. Petra Vranjes
was also elected as a new member of the
Audit Committee.

The Supervisory Board approved

Decision on Remuneration of Supervisory
Board members, Remuneration Policy

for the Management Board as well as
Remuneration Report for Supervisory Board
and Management Board in 2020. Based
on the Supervisory Board Chairperson
proposal, Supervisory Board approved a
contract salary increase for Management
Board of 3% and one-time extraordinary
bonus for exceptional contribution in 2020
of 2 monthly contract salaries. During the
year, the Supervisory Board worked on
the Management Board succession plan,
identifying a pool of candidates.

In September 2021, a strategy workshop
between the Management Board and the
Supervisory Board was launched to discuss
and agree on the Ericsson Nikola Tesla
Group strategic direction from 2023-2028
with an objective to finalize it by mid-2022.

The Supervisory Board strongly supported
the activities on strengthening business
practice regarding ethics and compliance
to ensure that the Company meets the
highest standards, in line with the Code of
Business Ethics of Ericsson Nikola Tesla
Group. Members of the Supervisory Board
and Audit Committee passed vetting and
compliance training.

Furthermore, the Supervisory Board analyzed
the effectiveness of the risk management
and internal control system and based on the
recommendation of the Audit Committee,
appointed an independent internal audit
officer of Ericsson Nikola Tesla Group.

Based on the recommendation of the Audit
Committee, the Supervisory Board proposed
to the General Meeting of Shareholders the
appointment of KPMG Croatia as the auditor
of Ericsson Nikola Tesla d.d. for 2022.

The Supervisory Board conducted a
self-assessment of the effectiveness,
competencies and composition of the
Supervisory Board and its Audit Committee
as well as the performance of individual
members. Furthermore, the Supervisory
Board assessed the effectiveness of
cooperation with the Management Board
and the adequacy of the support and
information it receives from the Management
Board. The evaluation was performed by
the Supervisory Board itself, without the
engagement of external advisors. Evaluation
tools included detailed questionnaires and
discussions.

The overall conclusion is that Ericsson

Nikola Tesla's Supervisory Board and its
Audit Committee performed well, had
sufficient knowledge and experience, and
were efficient in performing their tasks.
Especially strong is alignment with the
Executive management, diversity of the
Supervisory Board members in terms of their
qualifications and gender representation,
commitment to fulfilling obligations in
accordance with their legal role, and
continuous support to the Management
Board to overcome various challenges. The
Supervisory Board will continue to monitor
compliance with corporate governance
regulations to ensure that the Company
operates in a legal and ethical manner. It will
continue to evaluate the proposed targets

/ strategy, including key assumptions, main
risks and required resources, as well as to
intensify communication of the Supervisory
Board members with the shareholders

in order to receive feedback about the
shareholders’ expectations.

The Management Board assessed its own
effectiveness and presented its conclusions
at the meeting of the Supervisory Board. The
Supervisory Board members agreed with the
self-assessment of the Management Board
and thanked the Management Board for
successfully managing Ericsson Nikola Tesla
Group in challenging times and contributing
to the results achieved in 2021.

In 2020, the Supervisory Board set a target
percentage regarding the representation

of women; namely 40% of women in the
Supervisory Board and 30% in the Executive
Management, among managers and at the
level of the entire company in the next five
years. In 2021, with the appointment of two
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new female members, the representation of
women in the Supervisory Board exceeded
the target and is 60%. At the Group's level,
the representation of women in Executive
Management is 23.5%, among line
managers, program and project managers
24%, and among the total number of
employees 25%.

Analyzing the reports of the Management
Board and monitoring the development

of the key financial indicators, the
Supervisory Board assessed that Ericsson
Nikola Tesla Group achieved excellent
business results in 2021, despite numerous
economic and political risks and the
continuation of the COVID-19 pandemic.
In addition to an increase in sales revenue
in all market segments, a significant
growth of profitability was achieved, as
well as a strong cash flow from business
activities. The business year was marked
by the allocation of the frequency
spectrum for 5G network in the domestic
market, which boosted the implementation
of 5G technology. Numerous business
activities have been carried out on

the modernization and expansion of
telecommunications networks and digital
transformation of the public and private
sectors in the domestic and export
markets. Furthermore, new responsibilities
have been obtained from Ericsson
Corporation in research and development
as well as in the area of solutions and
services. Ericsson Nikola Tesla Group
remains focused on its strategic directions,
risk management and cost and operational
efficiency, with the aim of achieving
defined targets and building an even
stronger company in the future.

Activities of the Audit Committee

The Audit Committee is a subcommittee
of the Supervisory Board. Ericsson
Nikola Tesla’s Audit Committee Charter
is available at Company’s web page:
https://www.ericsson.hr/en/company-
governance.

In 2021, the Audit Committee acted in the
following composition: Olgica Spevec (Chair),
Vesna Vasicek (Member), Vidar Mohammar
(Member until June 29, 2021) and Petra
Vranjes (Member, appointed on July 12,
2021). There was full attendance of the Audit
Committee members at all meetings.

Audit Committee held six meetings during
2021. The topics of discussion included
financial performance during the year

and annual financial statements, 2021
audit plan, audit findings, key risks, quality
control and risk management systems,
security and compliance issues, and
performed other tasks defined by Audit Act
and the Audit Committee Charter.

The Audit Committee met regularly with

external auditors to review the audit

plan and the audit report on the annual
financial statements. It also pre-approved
all non-audit services provided by the
external auditors.

The Audit Committee reached decisions
about the reported potential non-
compliance concerns. It evaluated
Ericsson Nikola Tesla Group's Ethics
and compliance program and the
implementation of these activities with
a special focus on anti-bribery and
corruption risk assessment processes,
carried out internally and by an external
authority. The Committee’s opinion

is that Ericsson Nikola Tesla Group

has well established and efficient
compliance procedures in all areas
(leadership and culture, policies and
processes, compliance organization,
risk assessment, education and
communication, awards and sanctions,
managing third parties, allegations
and investigations, monitoring process
implementation, due diligence in mergers
and acquisitions).

The Audit Committee analyzed in detail
the risk management system, conducted
the selection process and proposed to
the Supervisory Board the appointment
of an independent internal audit officer.
Furthermore, it monitored the activities
and approved the Independent Internal
Audit Plan for 2022. Considering
Operational Excellence, Development
and Quality team'’s activities performed
during 2021 together with the
introduction of Ericsson Nikola Tesla
Group’s Independent Internal Audit

as reinforcement of Enterprise Risk
Management (“3" line of defense”),

the Committee concluded that Ericsson
Nikola Tesla Group has an efficient risk
management and internal control system,
deeply incorporated into organization at
all levels.

The Audit Committee regularly presented
its conclusions and recommendations to
the Supervisory Board.

Remuneration policy for the
Supervisory Board

When defining a remuneration model
for work of the Supervisory Board

members, various internal and external
factors were taken into consideration,
such as the Company’s position

and opportunities, practices of local
companies in telecom industry, as well as
the policies of salaries and remunerations
in the Company and Ericsson Nikola
Tesla Group. The remunerations of

the Supervisory Board members are
independent of the Company’s results
and do not include a variable part of
compensation. Each member of the
Supervisory Board is entitled to receive
a monthly remuneration amounting to
half of the average monthly gross salary
paid in the Company in the month for
which the remuneration is paid. The
member of the Supervisory Board, who is
also a member of the Audit Committee,
additionally receives a monthly amount
of EUR 500.00 paid in HRK equivalent
according to the middle exchange rate
of the Croatian National Bank on the
proceeding date. The members of the
Supervisory Board have the right to
reimbursement of appropriate expenses
incurred during the performance of their
duties. However, they are not entitled

to severance pay, additional payments
from the Company or the Company’s
subsidiaries or the right to participate in
the plan of awarding shares.

A member of the Audit Committee Vesna
Vasicek, for each meeting she attended,
is entitled to receive a remuneration
amounting to half of the average monthly
gross salary paid in the Company. In
2021, a total of HRK 56,795.03 was paid
to Vesna Vasicek.

Supervisory Board members who

are connected to the largest single
shareholder LM Ericsson/are the
employees of the company from Ericsson
Group, elected at the Annual General
Meeting of Shareholders, give up the
right for remuneration, in line with the
policies of their employer.

The Company did not provide any
advance payments or loans to the
members of the Supervisory Board, and
there are no financial obligations of the
Company towards the members of the
Supervisory Board.

The Company did not give any gifts

or benefits to the members of the
Supervisory Board.

The reimbursements paid to individual members of the Supervisory Board in 2021

Gross 1 (HRK)
Olgica Spevec Member; Deputy Chair 156,467.62
Dubravko Radosevi¢ Member 66,549.51
Ana Vrsaljko Metelko Member 47,926.29
Vladimir Filipovi¢ Member and employees’ representative 112,834.48
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President of Ericsson Nikola Tesla -

Gordana Kovacevic =

Digital Services, Medio and
Customer Operations

Hrvoje Bencic

Networks
Hrvoje Benci¢

ICT for Industry ond Society
Tihomir Fabeta

Management Board

The role of the Management Board in the
management of the Company’s business
is defined by the Companies Act, Articles

of Association and internal rule books of
Ericsson Nikola Tesla d.d. The Management
Board is obliged to consciously perform its
duties, taking into account the Company’s
and its shareholders’ interests. Ericsson
Nikola Tesla has a one-member Management
Board, a Managing Director appointed

by the Supervisory Board for a five-year
term, with the possibility of re-election.
Gordana Kovacevi¢, Managing Director of
the Company since January 1, 2005, was
reappointed at the end of 2019 for another,
fourth term in office.

The Management Board has the following
non-transferable rights and obligations:

- todevelop, discuss and approve the
Company’s strategy and business plan and
to ensure its application;

- to regularly inform the Supervisory Board
on financial and business results, strategy
and business plans as well as other issues
which are important for the Company’s
business and position;

- to ensure the basis for managing business
and for that purpose adopt appropriate
acts and standard business procedures;

- to organize consistent accounting and
financial control in accordance with the
applicable regulations and financial
planning;

The Company’s Management Board and Executive Management,
December 2021

Finance, Sourcing and
Commercial Management

Damir Busié¢

Human Resources

Zeljko Antoli¢

Legal
Branka Vucemilo Elezovic

General Services
Dragan Fratric

82
818

Strotegy and Business Development & GIR
Milan Zivkovié

Marketing, Communications &
Corporate Social Responsibility

SnjeZana Bahtijari

Research
Darko Huljenic

Sales and Marketing for Hrvatski
Telekom and Crnogorski Telekom

Ivan Baraé

Sales and Marketing

JI —— for A1 CRO ".
‘ Miroslav Kantoli¢ ‘\:’"

Sales and Marketing for
Industry ond Society

Vjeran Buéa

N/
Soles and Marketing for Export
markets for Operator Segment

Jogoda Bara¢

- to determine the business organization,
to appoint and recall the members of
executive management with the purpose
to establish an effective organizational
structure and to determine the principles of
their remuneration;

- to supervise whether the work of
executive management is in line with
the relevant legal provisions, Articles
of Association of Ericsson Nikola Teslq,
decisions and general enactments
issued by the Managing Director, and the
business plan;

- to evaluate first line managers and ensure
succession and development plan;

- to prepare, in accordance with the
Croatian Companies Act as well as other
current regulations, the report on business
performance and to warn of deviations
in the actual business development
compared to the previously defined plans
and goals and to state the reasons for this;

- toinform the Supervisory Board on all
detected non-compliance and agree upon
the measures that must be implemented;

- to organize the General Meeting of
Ericsson Nikola Tesla joint-stock company
and execute the adopted decisions.

The Management Board is obliged to

take into account the best interest of the
Company and may not, while making
decisions, be driven by personal interests or
use the Company's business opportunities
for itself. The Management Board is obliged

R&D Center
Patrick Martin

IT & Test Environment 4
Operations |

Branko Dronjié

to immediately inform the Chairman of the
Supervisory Board on the conflict of interest.

Remuneration policy for the
Management Board

The remuneration and reward of the work
performed by the Management Board

is focused on sustainable growth and
development of the Company and are carried
out in line with the Remuneration policy

for the Management Board, adopted by

the Supervisory Board and approved at the
Company's General Meeting, held on June
29,2021.

The amount of basic (contract) salary is
determined based on responsibility level,
complexity of tasks, size of organization,
diversity of business segments and
technologies involved, taking into account
companies in the labor market, relevant in
terms of core business, size, and complexity.
Monthly contract salary is agreed upon in
individual employment contracts.

Annual target salary includes the contract
salary and the variable component for
achieving the annual business targets at
the Commitment level. Annual target salary
is reviewed once a year and, if necessary,
adjustments are made under the condition
that there are assets in the budget secured
for this purpose.

In addition to fixed basic salary, annual
target salary for Management Board also
includes a variable component, which
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depends on the performance, i.e. on the
Company’s achieved business goals. STV
(short-term variable pay) bonus scheme is
used for Management Board. The bonus

is used to reward the achievement of the
Company'’s targets, mainly financial ones,
over the course of one year.

The Management Board's goals are
defined in line with the Company’s
business goals which have been
approved for a certain year and strategic
determinants of the future business
development. The ratio of the fixed basic
annual salary and the annual bonus
within one annual target salary for the
Management Board is 80:20. In case
defined goals are achieved on the Stretch
level, the ratio is 67:33.

Allocation of treasury shares

If treasury shares are allocated to the
Management Board, such allocation

is based on the decision made by the
Company'’s Supervisory Board, usually for
a period of 3-4 years, and is conditioned
by exceptionally good results in the past
period, i.e. high expectations for the
upcoming period.

Additional perks of the job

In addition to the above components,
compensation includes other additional
benefits. Additional benefits are non-
monetary benefits and services provided

by the Company as well as receipts in kind,

e.g. company car, meals in the company,
medical check-up for the Management
Board, severance pay when leaving the
company, various education, etc.

Remuneration paid to the Management
Board in 2021

In 2021, the following gross 1 amounts
were paid to Gordana Kovacevic, the
Management Board: fixed annual basic
salary of HRK 2,476,019.50, variable
salary component of HRK 575,232.08 and

annual bonus (short-term variable STV) of

HRK 750,274.46. Additional perks of the
job (company car, meals in the company,
etc.) amounted to HRK 42,194.60. During
2021, the Management Board was not
allocated any of the Company’s own
shares.

Executive Management

Ericsson Nikola Tesla's Executive
Management consists of the Managing
Director and directors of the main
organizational units.

The Managing Director is responsible for
managing daily business operations, and

in her work is supported by other members

of the Executive Management.

Executive Management:

- Defines the strategy and policy and
establishes a strong corporate culture.

- Defines goals for operational units,
allocates resources and monitors the
performance of particular units.

- Ensures operational excellence and
achieves synergy through efficient
organization.

Additional information on the members
of the Executive Management and
their remuneration can be found in the
chapter under the title Profile of the
parent company and its subsidiaries
and Note 29.b. "Key management
compensation” of the consolidated
financial reports.

Ericsson Nikola Tesla Group
Management System

Ericsson Nikola Tesla Group's
management system encourages
corporate culture and ensures
management of business operations:

- to meet the goals of Ericsson Nikola
Tesla’s main stakeholders (customers,
shareholders, employees);

- within defined risk limits and with
reliable internal control;

- in accordance with relevant laws, Code
of Corporate Governance and stock
exchange rules.

Management system

Ericsson Nikola Tesla Group
Management System is a framework
consisting of rules and requests related
to the Group’s business performance,
defined by described processes and
organization, policies, guidelines and
instructions. Management system is
based on ISO 9001:2015 (international
standard for quality management),
ISO 14001:2015 (international
environmental management standard),
ISO 45001:2018 (international
occupational health and safety
management standard) and ISO
27001:2013 (international information
security management standard), but

it is designed as a dynamic system
which enables the Group to adapt

the system to varying requirements
and expectations, including the new
legislation as well as customers’ and
other stakeholders’ requests.

Management system is a prerequisite
for operational excellence that results
in increased customer satisfaction and
competitiveness, as well as reduced
costs.

Members of the team for operational
excellence/development and quality
carry out internal control of processes
and activities. The focus is on improving
the integrated management system,
executing strategy, managing business
processes, reporting and managing
performance.

customers

demands and
expectations

strategic
objectives

e e =

performance
improvement

Ericsson business processes

key stakeholders
business environment

satisfaction
through value
deliverables

{ [ ]

performance
evaluation
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The realization of targets is secured

also by the competent functions and
boards, established in line with the legal
requirements, requirements of Ericsson
Corporation and the needs of the
company and/or requirements of Ericsson
Nikola Tesla’s Management Board.

At the Group's level or within individual
companies of the Group, the following
functions/committees were established,
for example:

Data Protection Officers

- compliance with corporate
governance, legal and other
requirements.

Managers of all the Group's

organizational units, together with the

employees, actively participate in the
risk management process.

Ericsson Nikola Tesla Group regularly

certifies its Management System through

independent certification authorities,
and holds the following certificates:
- IS0 9001:2015 — Certificate for

- Persons of Confidence and Deputies to
the Persons of Confidence

- Compliance and Investigation Officer

- Independent Internal Audit Officer

- Operational Excellence, Development
and Quality Manager

- Occupational Health and Safety (OHS)
Committee

- Ericsson Nikola Tesla Group Security
Board

- Risk and Compliance Board

- Investment Board of Ericsson Nikola
Tesla Group

— Crisis Management Task Force for
COVID-19

- Committee for Receiving and Resolving
Complaints Related to Dignity
Protection of Employees of Ericsson
Nikola Tesla d.d.

- Company’s Secretary of Ericsson Nikola
Tesla d.d.

- Ericsson Nikola Tesla’s R&D Croatia
Operational Steering Group

- Distributorship Agreement Governance

- Postgraduate Management Board of
Ericsson Nikola Tesla d.d.

- Innovation Steering Committee

- Steering Committee for Real-Estate
Program

- Technology Management Board

- Digital Transformation Program Board

- Steering Committee for Activities of
Nikola Tesla BY d.o.o.

- Steering Committee for Activities of

Nikola Tesla d.d. — Branch office Kosovo.

In implementing its strategy and
achieving business goals, the company
is faced with various risks daily. The
Management System takes these risks
into consideration and enables their timely
identification, analysis and assessment,
as well as taking appropriate preventive
measures to eliminate or mitigate them.
Risk management is incorporated into
all business segments and all operative
processes through the Management
System, with the aim to ensure:

- responsibility

- effectiveness

- efficiency

- uninterrupted business

Quality Management System,
including Management, Marketing,
Sales and Delivery of Information and
Communications Solutions, Products
and Services, including Managed
Services of Telecommunication
Systems (SGS Adriatica, Croatia)
ISO 9001:2015 — Certificate for
Quality Management System,
including Research and Development
in ICT Software (SIQ, Slovenia)

ISO 14001:2015 — Certificate for
Environmental Management System,
including Research and Development,
Management, Marketing, Sales

and Delivery of Information and
Communications Solutions, Products
and Services, including Managed
Services of Telecommunication
Systems and other services in
telecommunications (SGS Adriatica,
Croatia)

ISO 45001:2018 — Certificate for
Occupational Health and Safety
Management System, including
Research and Development,
Management, Marketing, Sales

and Delivery of Information and
Communications Solutions, Products
and Services, including Managed
Services of Telecommunication
Systems and other services in
telecommunications (SGS Adriatica,
Croatia)

- IS0 27001:2013 — Certificate for

Information Security Management
System, including Marketing, Sales,
Development and Delivery of
Information and Communications,
and Telecommunications Products,
Solutions and Services (EY
CertifyPoint, The Netherlands)

Ericsson Nikola Tesla Servisi d.o.o. are
not included in the scope of the above-
mentioned certificates and they own
their own certificates, as follows:

- ISO 9001:2015 - Certificate for Quality

Management System, including
Planning, Design, Geodetics, Build,
Testing, Monitoring and Maintenance
of the Information and Electronic
Communication Infrastructure and
Network (TUV Austria)

- IS0 14001:2015 - Certificate
for Environmental Management
System, including Planning, Design,
Geodetics, Build, Testing, Monitoring
and Maintenance of the Information
and Electronic Communication
Infrastructure and Network (TUV
Austria)

- ISO 45001:2018 - Certificate for
Occupational Health and Safety
Management System, including
Planning, Design, Geodetics, Build,
Testing, Monitoring and Maintenance
of the Information and Electronic
Communication Infrastructure and
Network (TUV Austria)

- IS0 27001:2013 - Certificate for
Information Security Management
System, including Planning, Design,
Geodetics, Build, Testing, Monitoring
and Maintenance of the Information
and Electronic Communication
Infrastructure and Network (TUV
Austria).

Independent internal audit

In 2021, the function of an Independent
internal audit was established. In the
Group, this function is carried out by

an independent internal auditor. This
person will represent an independent
and an objective warranty and provide
consulting, with the aim to add value
and improve the organization’s
business performance. It will help

the organization to fulfill its goals by
introducing a systemic, disciplined
approach in estimating and improving
the efficiency of managing risks, internal
controls and management processes.
An independent internal auditor reports
to the Company’s Audit Committee and
Supervisory Board, and the Risk and
Compliance Board of Ericsson Nikola
Tesla.

External auditors

External independent auditors,
appointed by the General Meeting,
perform the annual audit of financial
statements and business reports to
ensure an independent, objective
opinion on the way the financial
statements are prepared and presented.
The independent auditor’s report to the
General Meeting is an integral part of
the Annual Report.

KPMG Croatia d.o.0. was again chosen
as the Company’s auditor for 2021.
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We respect human rights

Ericsson Nikola Tesla Group respects and supports human
rights as universal, inalienable, indivisible, interdependent and
interrelated rights. We do this in a way that we do our business
in line with our Code of Business Ethics, and expect equally high

standards from our employees, suppliers and partners.

We are aware that violations of human
rights impact people’s lives, the community,
environment or property, and therefore

we have been continuously investing to
broaden the practical implementation

of human rights protection through

our policies and process, as well as
improvements in responsible and
sustainable business behavior.

Ericsson Nikola Tesla Group acts in

line with the UN Guiding Principles on
Business and Human Rights (UNGPs) and
has developed concrete quality practices.
In daily activities, this can be seenin
mandatory application of the Code of
Business Ethics for everyone working for
the Group, under the Group’s executive
management or on its premises, whether

they are an employee, a subcontractor or
a private contractor.

We are focused on respecting and
promoting diversity in the workplace
and creating an inclusive culture, as

this is the way we increase the general
satisfaction of all stakeholders. We
know that diversity encompasses a wide
range of aspects; cognitive perspectives,
education, work experience, personal life
experience along with individual origin,
race, sex, ethnicity, sexual orientation.
Precisely due to this, we promote and
encourage diversity and inclusion in
everything we do by building teams that
reflect our approach.

Furthermore, in order to hear our
employees’ opinions, twice a year we
conduct a questionnaire - “Voice”. This
allows us to gain valuable feedback in
order to continue to build a company
culture where individuals feel welcome
and can express their opinion. Year after
year, the results have been confirming a
high level of employee satisfaction by the
respect they are shown, the Company’s
ethics and compliance, as well the
employees’ sense of belonging to the
Company.

We would also like to highlight our
strategic decision to cooperate with
business partners and other stakeholders
that share our values regarding human
rights and our insisting on responsible
use of technology, since we are aware of
the potential risks of using ICT services
and solutions for harmful actions. In this
way, we can avoid potential harmful
effects that we might cause, by which we
could contribute, or that could be linked
to our business, products, or services.

It is our responsibility to take care of all
the aspects of human rights protection
while developing products and services,
and, subsequently, in their application.
We achieve this by continuously investing
in training and raising awareness of
employees and business partners, ethical
way of working and in-depth review.
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Right to privacy

Privacy is a basic human right and an integral part of Ericsson

Nikola Tesla Group's business vision.

Respecting the fact that nowadays
websites are one of the most important
communication channels, the Group’s rules
on the protection of privacy are available at
the link at the bottom of our every page (in
the footer), regardless of its content. In this
way, in a transparent, simple and a quick
way, we enable access to all the necessary
information regarding privacy.

Some of the Group’s companies have a
Data Protection Officer, with the task to
monitor compliance with the personal data
protection rules. Data Protection Officer

is also a point of contact for all privacy-
related questions, and all the questions can
be submitted via postal mail or e-mail at
sluzbenik.za.zastitu.osobnih.podataka@
ericsson.com.

Depending on the category, sensitivity and
purpose, at Ericsson Nikola Tesla Group,
access to personal data is limited and
available to managers and employees of

specific units, such as: human resources, IT,
security, marketing and communications,
sales and sourcing. Moreover, it is available
to suppliers, who are entrusted with the
processing of personal data under a contract;
to clients, in case they need the contact
information of company’s employees, and
to others who have a valid legal basis for
processing personal data, e.g. courts.

Controlling the entry and processing of
personal data is a mandatory part of
operating practice. It is carried out through
a special monitoring system, which also
includes strict protection of personal data,
as well as regular and specific audits of key
processes.

All our employees have taken education
courses on the need and significance of
respecting the right to privacy, which is

included in the Code of Business Ethics,
a basic document defining the behavior
we expect from all our employees. We

encourage employees to report any kind of
behavior for which they believe in good faith
to constitute a breach of the Code of Business
Ethics. Every person who is likely to submit
a report, whether internally or externally,

is provided with protection of personal
data, i.e. anonymity and confidentiality, via
the Compliance Line which was specially
developed for this purpose.

Due to the nature of our business, we

have additional responsibility to efficiently
address privacy, as the analysis of the
enormous amount of data generated

by today’s communication networks

may create permanent benefits for the
society. The most efficient way to realize
this potential is to combine freedom of
innovation and creation of positive impacts
with strong principles of privacy protection,
which ensure corresponding levels of data
anonymization, while the result brings
benefits for all stakeholders.
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Information security

ICT infrastructure has an important role in the society and business activities. Large
amounts of various information are continuously being transferred and exchanged,
or are stored in various IT systems. Every day, we are exposed to threats and risks
of the growing cybercrime, and the awareness about the importance of information
is the foundation for the implementation of information security measures.

In line with this, one of our key priorities is
taking care of the security of our information:
both personal information and information
related to our business, our customers

and business partners. By applying high
standards of data protection, we balance
daily between strict protection measures and
efficiency in our operations.

Ericsson Nikola Tesla Group has been
continuously and with dedication
implementing and carrying out security
measures by respecting high standards of all
data protection, with the aim to develop and
deliver our products and services, and secure
business continuity, regardless of possible
threats.

Management and policies

Managing information security represents
one of the priorities for the Management
Board and the overall management structure
of Ericsson Nikola Tesla Group. Through its
information security policy, the Group reflects
the readiness and commitment to dedicate
special attention to information security in its
business.

Security Management Board and Crisis
Management Task Force are the umbrellas
at Ericsson Nikola Tesla Group level that
deal with managing safety issues regarding
planning, implementation, monitoring

and remedy. Special attention is given to
security incidents and crisis situations. At the
Group level, a Security Manager has been
appointed, who coordinates operations
regarding issues of information security and
other areas regarding security. Considering
the importance of IT systems in securing
basic aspects of information security, an IT
Security Manager was also appointed.

With the aim to operationally solve security
issues, we have implemented incident
reporting for all employees and business
partners. Reporting security incidents is an
important part of the incident management
process. Security incidents are processed

in corresponding organizational units,
according to incident type. In addition to
operational activities on eliminating the

cause and the consequence of incidents,
incident management also serves as one of
the input data for a continuous improvement
of security systems.

Ericsson Nikola Tesla uses an integrated
management system (EGMS) based on
business standards (ISO 9001, 14001 and
45001) that also includes information
security standard - ISO 27001. Ericsson
Nikola Tesla has had a valid certificate since
2013, and each year the certificate must

be confirmed by the regular monitoring of
information security system, performed by an
external authorized auditor.

An important and mandatory part of the
information security system is also regular
training in information security for all
employees and other participants of the
Group's business processes.

Managing crises

Risk management

The Group has a frame to manage risks
called Enterprise Risk Management.
Considering the types of risks and areas
where they can occur, all departments in the
company have appropriate tools to estimate,
process and propose measures to reduce
risks.

For the requirements of information security,
a range of organizational and technical
measures have been implemented, in order
to eliminate or neutralize threats. Vital parts
of IT equipment are continuously being
monitored and protective measures are
carried out.

As the areas where the threats occur and
the forms in which they occur have been
continuously changing, our employees have
been correspondingly additionally educated
and informed.

In addition to cyber threats, during 2021 COVID-19 continued to be
the main threat to the security of the Group’s business and employees’
health. Crisis Management Task Force that has been working 24/7/365
since February 20, 2020, is still active and is reaching decisions and
informing all the participants of business processes; all with the aim to
maintain the Group’s normal business operations.

By actively responding to these challenges, and as part of social
responsibility that Ericsson Nikola Tesla has as a company of a special
public interest, our experts and employees participate in organizing a
system of civil protection in the community. The system enables a fast
and an efficient response to the emergence of crisis situations and in a

wider community.
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Application of Sales and Trade Compliance
protects against risks in domestic and
international business

As a large exporter that does business in many markets, Ericsson Nikola

Tesla is exposed to various risks. The best protection against potential risks
is to be well informed, to apply legislation of each individual market and to
monitor the current situation in the country concerned.

The Group's employees are aware of the
requirement to respect the laws of their own
country, as well as other countries where
the Group does business; special attention
is given to potential sanctions and/or
embargo, about which the employees

are educated. Furthermore, human rights
violations and unethical practices are
completely unacceptable for the Group.

A continuous focus on Sales
Compliance

In order to protect the brand and
stakeholders’ interests and secure
responsible behavior, and especially to
protect human rights in the countries where
the company does business, Ericsson Nikola
Tesla applies the Sales Compliance process.

Sales Compliance regulates actions in all
parts of the sales process, direct or indirect
sale and business connections. Sales
Compliance enables a quality assessment,

Sales Compliance risk methodology

country classification

— Considering the global political
situation and international
relations, a level of risk for
each country is defined as: low;
medium; high.

I customer classification

— Customers are classified as: civil
customers or government and
defense customers.

All the mentioned criteria are taken into consideration

when approving a business opportunity.

prevention and neutralization of potentially
negative impacts in the field of human
rights and brand, thus preventing the risk
of any kind of harmful, inappropriate or
unauthorized use of our products, solutions
and services by customers, i.e. end users.

The assessment is carried out according to
the following criteria: portfolio (are these
sensitive products, services or knowledge),
purpose for the use of products; profile

and structure of the customers as well as
their country. Defining risks is carried out
regarding the limitation of human rights,
corruption, freedom of expression, the right
to privacy, and other parameters, based on
international standards and assessments.

Activities in 2021

During the year, 28 requests for sales
compliance check for our customers were
initiated, of which 25 received full compliance
and 3 received conditional agreement.
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Regulatory framework and clear
obligations

Business sales processes prescribe one
more process that additionally protects
against misuse. This is Trade Compliance,
a process which consists of specific
international and national laws and
regulations, and especially the regulations
of the European Union and the USA, as
well as Ericsson’s policies and directives
that we should adhere to.

Ericsson Nikola Tesla Group’s employees
must be familiarized and are obliged to
comply with all the rules and regulations
that are applicable in their scope of

work and are defined in local directives

and instructions. For any questions and
support, the employees can contact experts
that are responsible for processes and the
implementation thereof.

technology risk

— Each product we are selling,
i.e. each product that is in our
database, must be classified in
relation to technology risk.

I purpose of use

— Compliance Board will evaluate a
business opportunity in regard to posing
a threat to the brand and protection of
human rights, including data protection
(GDPR), and decide if it is approved,
approved with conditions, or rejected.
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Responsible sourcing

Ericsson Nikola Tesla Group pays great attention to a responsible
sourcing process, which it continuously strives to improve.
Therefore, after the new sourcing process had been implemented,
a project of digital transformation has been launched in order
to digitalize the entire sourcing process, and thus additionally
increase transparency and efficiency of sourcing activities.

The responsible sourcing program
ensures high standards during the
sourcing process and in the supply chain
in areas such as fight against corruption,
labor, the environment, human rights
protection, and ethical standards. This
program enables social and professional
involvement, as well as enabling business
opportunities and realizing better
conditions for persons with disabilities.
Additionally, through digitalization of
sourcing processes, we are increasing
the transparency and efficiency of the
sourcing process to a higher level.

The program implies a continuous risk
assessment for suppliers, regular supplier
audits, evaluations, comparisons of
performance and other activities which
ensure compliance with the Code of Conduct
and the Code of Business Ethics. The Code
of Conduct is based on the principles of the
United Nations Global Compact.

Insisting on transparency leads to
ethical and responsible conduct of
suppliers

The Group's suppliers are familiarized
with the proposals of cooperation with
the Group and accept regular reviews.

It is important to point out that the
requirements from the Code of Conduct
for Business Partners are an integral part
of all Ericsson Nikola Tesla’s General
Purchase Agreements. By signing these
agreements, the suppliers fully accept
them and shall:

- ensure that their employees and
subcontractors are notified of the Code
of Conduct and that they comply with it

- on request, by providing information
to Ericsson Nikola Tesla or its
representative and/or by enabling
access to its premises, confirm
that both the supplier and its
subcontractors are compliant with the
Code of Conduct

- notify Ericsson Nikola Tesla Group if they
detect there has been any violation of
the Code of Conduct in their business.

This Code of Conduct encompasses, when
necessary, specific requirements for the
suppliers related to occupational health
and safety as well as environmental
protection, which can be found in the
following documents:

- The Ericsson Nikola Tesla Group General
Supplier Occupational Health and Safety
Standards

- The Ericsson Nikola Tesla Group Specific
Supplier Occupational Health and Safety
Standards

- Business Partner Environmental
Requirements

Activities in 2021

Many new business responsibilities and
demanding projects in 2021, as well as
the global threat of Covid-19, reflected
on the volume of the performed risk

Supplier screening tool —
additional support to experts

In 2021, we have continued using
the Suppliers Screening Tool (SST)
to check our suppliers’ possible
connection and involvement in
corruption affairs or any kind of
unethical behavior, operations,
etc. The tool provides local and
global data on the quality of
business entities. In addition to the
SST tool, we have introduced an
additional tool - TPM2.0 (Third Party
Management 2.0), which we use to

perform additional supplier screening,

in a way to see the possibility of
occurrence of corruption actions,
depending on the type of service
delivered by the supplier, the country
where the service is delivered,
payment terms, etc.

In 2021, the list of screened
business entities (suppliers and

partners) contained a total of 1979
suppliers with whom an active
business cooperation was realized.
Additionally, all persons connected
to these legal entities were screened
(owners, directors, and members
of management boards), which
resulted in almost 6000 performed
checks. Except for screening these
business entities, approximately
2000 checks of potential suppliers
and partners were also performed.

Continuous use of these tools
enables a continuous approach
to relevant information and their
interpretation, evaluation and
understanding. This is necessary
for us in order to reach business
decisions and optimize potential
risks regarding the choice of
suppliers and business partners.
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assessments and the number of screened
suppliers:

- following the proposal from an expert
team, risk assessment procedure was
performed for 17 suppliers

- based on the assessment, the plan was
prepared to evaluate suppliers at their
locations. The result: 13 evaluations
were performed during the year.

- the assessment results concluded 27
findings and 49 observations, of which
the suppliers have been informed
through reports.

Reporting non-compliance

Employees, suppliers, customers and
other partners associated with Ericsson
Nikola Tesla can report suspected

infringements of the law or the Code of
Conduct to the local executive manager
orin a manner in accordance with the
locally established procedure.

Any irregularity can be reported via
e-mail at: compliance.etk@ericsson.com
or anonymously by using the Compliance
Line at: https://www.ericsson.hr/en/
company-governance. The Compliance
Line is operated by a third party, and

is available 24/7/365. Reports can

be made in the following languages:
Croatian, Bosnian, Serbian, Montenegrin,
English, and Russian. Reports can be
submitted via a user-friendly reporting
system. After the report is submitted, the
third party delivers it to Ericsson Nikola
Tesla Group, which will not have access
to the sender’s IP address.

Main risks:

- amended or new regulatory
requirements that have
a negative impact on the
availability and the price of
materials

- increased prices of materials/
raw materials, even services,
and shortage of certain raw
materials

- issues in transport which result
in significantly longer delivery
periods, delays and, in the end,
increased costs

~ failure of employees or third
parties to comply with the
Code of Business Ethics



mailto:compliance.etk%40ericsson.com?subject=
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Zero tolerance for corruption

Strengthening a zero-tolerance
culture

Ericsson Nikola Tesla Group has zero
tolerance for bribery and corruption.
Corruption entails serious legal and
reputational risks; it hinders business
growth; it harms relationships with
employees, customers, shareholders,
suppliers and the society as a whole; and
it represents a significant obstacle to

the economic and social development in
countries across the world.

We have embedded zero tolerance for
corruption as the leading principle on the
highest levels of the company. Moreover,
we have been implementing it throughout
all organizational levels, along with a
comprehensive set of rules and processes
that all employees are obliged to adhere to.

Our approach

We continue to strengthen rules and
processes through which we set our own
high expectations and ensure the ability

to meet strict anti-corruption rules on all
our markets. Ericsson Nikola Tesla Group's
Code of Business Ethics and Ericsson
Nikola Tesla Group’s Code of Conduct

for Business Partners are two main
policies that describe our commitment

to anti-corruption. We have been
continuously encouraging our approach

to anti-corruption business, and this is an
important topic at employee and Executive
Management meetings. During 2021, we
have continued undertaking activities

of eliminating or mitigating risks that

had been detected in 2020 through an
internal Anti-Bribery and Corruption Risk
Assessment (ABC RA) for the companies in
Ericsson Nikola Tesla Group.

An additional intensive check of ethics
and compliance of our company according
to standards of ABC analysis (Anti-
Bribery & Corruption Standards and
Framework) was performed for Ericsson
by the audit company KPMG Germany

in mid-2021. This is a program that
Ericsson applies to all local companies
and other organizational units within the
corporation. The auditors were checking
the policies and procedures through which
our company prevents unethical actions

in doing business, as well as evidence
about the implementation of compliance
and ethics standards and requirements.
KPMG concluded that Ericsson Nikola
Tesla has a quality ethics and compliance
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Main risks:

- Failure of employees or a third
party to comply with anti-
corruption laws and regulations,
rules of fair market competition,
code of business ethics, and
related policies and directives.

- Potential conflicts of interest that
include our employees and third
parties.

program and has confirmed a high level

of implementation of the internal ABC RA
2020 process and solving the then detected
risks.

Supervisory Board and Audit Committee
have been regularly informed about the
implementation and the achievements

of ABC RA program. All the Group'’s
employees are regularly educated and pass
the anti-corruption knowledge test, and
new employees, after completing education
courses and knowledge tests, certify with
their signature that they agree to follow
the company’s Anti-corruption Policy.
Anti-corruption is one of the important
components of internal audits.

Ericsson Nikola Tesla Group does business
in a responsible and legal way, and requires
its subcontractors and suppliers to do the
same. We reduce corruption risks in a way
that we expressly state our commitment

to anti-corruption to suppliers and other
business partners through our Code of
Conduct for Business Partners and anti-
corruption e-learning courses.

Suppliers and business partners

With our suppliers and business partners,
we build long-term relationships which
imply dialog, knowledge sharing and
application of modern-day working
models. Suppliers and their subcontractors
are required to comply with the high-
quality standards and adhere to the Code
of Conduct for Business Partners and

the Code of Business Ethics. In addition

to continuously using tools to perform

due diligence on suppliers and business
partners for the purpose of anti-corruption,
the company’s evaluators also perform

an external evaluation of the quality of
major domestic suppliers by using a survey
prepared in line with the standards.

We screen our suppliers and business
partners by using the Suppliers Screening
Tool (SST) to check their potential
connection and involvement in corruption
affairs or any kind of unethical behavior,
operations, etc. By continuously monitoring
relevant databases and through weekly
reports on the obtained information about
suppliers according to the set negative
risks screening, the tool shows a possible
connection of an individual business entity,
or a person connected to a business entity
with some sort of risk. The risk itself may be
of financial nature; it may relate to political
exposure of the Management Board
members, directors and owners connected
to a business entity; and it may show
whether the entity is listed on any sanction
or a similar negative list.

In April 2021, we introduced the use

of a new, more detailed template to
calculate the total estimation of the
level of corruption risks and additionally
strengthened the checking process and
decisions related to the risks detected at
business partners.

Our anti-corruption tools

- Code of Business Ethics
- Code of Conduct for Business Partners

- an app which enables users to
anonymously report non-compliance

- non-anonymous reporting of non-
compliance to a Person of Confidence in
line with the Whistleblower Act

- Anti-corruption program
- tools for screening suppliers and partners
- education

- raising awareness through messages to
all employees.

Key elements of the Ethics and
Compliance program

- leadership and culture

- policies and processes

- compliance organization

- risk assessment

- education and communication

- awards and sanctions

- managing third parties
- allegations and investigations
- monitoring process implementation

- due diligence in mergers and
acquisitions.

Key data for 2021

- all active employees have passed the
e-learning anti-corruption course

- we have continued with organizing anti-
corruption courses; compliance and anti-
corruption workshops were held for the
Supervisory Board, Management Board,
Executive Management, other managers
and employees in all the units that might
be exposed to corruption risks

- anti-corruption was brought to
attention during the Group’s Executive
Management meetings

- new members joined the Compliance
Team

- an extensive Anti-bribery and Corruption
Risk Assessment (ABC RA) program was
carried out in the entire Group

- a procedure was carried out to check the
integrity of key positions

- asurvey that was carried out among
all employees, showed excellent
results in the field of the Group's ethics,
compliance and management.
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Employee health and safety always

comes first

Occupational Health and Safety
System

Ericsson Nikola Tesla Group has the ISO
14001 Certificate. Our policy is that the
employees’ occupational health and safety
are our priority, and thus in 2021 we have
continued to carry out activities in order

to maintain the high level of care for our
employees, but also to recognize areas in
which we can do even better.

At least once a year, and if necessary, more
often, ENT Group carries out a compliance
check in line with legal requirements in the
OHS field. Compliance of the OHS system
with other requirements is carried out by
means of numerous internal audits in the
entire Group.

During sessions of OHS Committees that
were established in the Group’s companies,
and which also include the employees’
representatives, as well as during Executive
Management meetings and meetings with
the Union, the status of OHS is regularly
presented and analyzed, and actions for its
improvement are proposed.

External audits of ENT Group carried out
by the certification authority SGS Adriatica
d.o.o., were carried out at the end of
November 2021. External audit for Ericsson
Nikola Tesla Servisi d.o.0. was carried out
by the certification authority TUV Austria

in March 2021. The auditors from both
audits concluded that the OHS system is
fully aligned with the requirements of ISO
45001.

Risk assessment regarding OHS

Risk assessment is the most important OHS
document. It contains a description of the
current situation, analysis and assessment
of existing data, plan of measures for
reducing the level of danger. It has been
continuously changed and aligned with
amendments to legislation, environment,

and processes. Based on the recognized risks,

KPIs are set and monitored, and measures of
improvement of the overall OHS system are
implemented at Group level.

The majority of our colleagues at Zagreb,
Split and Osijek sites, as well as colleagues
working abroad, perform their work tasks

at the office. Therefore, it is important that
work premises are ergonomically designed
and adapted to every employee. Straining
the eyes, musculoskeletal efforts of the body
associated with prolonged sitting, as well

as risks related to stress and mental health
of employees, have been recognized by the
company, and an entire range of activities
and measures was created, as well as the
PrevENTion program, in order to reduce the
consequences of these risks to minimum.
Several professional lectures were held:
lectures regarding mental health and risks in
the workplace, lectures about the importance
of proper diet, and exercises to eliminate

the consequences of prolonged sitting in

the workplace were also demonstrated. By
actively encouraging employees to change
bad habits and pointing out the risk factors
which they can influence themselves,
diseases can be prevented or postponed.
Regular preventive checkups enable to
discover the already existing diseases at

ERICSSON

PrevENTion lecture
on health

an early stage, when the treatment is more
successful and there are less complications.

According to the recommendation of the
national professional services, due to

the COVID-19 situation, the majority of
employees were referred to work from
home, and 20%-30% of employees worked
at company offices. The results of the
surveys showed that most employees who
worked remotely did not experience reduced
productivity, however, this way of working
has left its mark, primarily in reconciliating
and separating private and business
responsibilities. Employees can borrow the
company's equipment in order to ensure

all the necessary conditions to work from
home (chairs, monitors, etc.). Working from
home, new risks, as well as legal changes
in OHS regulations resulted in the need to
adjust the changed working conditions in the
company’s documents. Therefore, new Risk
Assessments were carried out for Ericsson
Nikola Tesla Group companies.

In addition to working at the office, many
of our employees work on sites. In addition
to climbers and according to statistics,
approximately 40% of tasks performed

by Ericsson Nikola Tesla Servisi d.o.o. are
considered tasks with special working
conditions, which means this is a company
of medium risk, and thus requires special
engagement of our OHS experts. Challenging
working conditions, such as working

at height, working with electricity, and
unfavorable weather conditions, require
our continuous preparation, dedication

and focus on executing work tasks in line
with OHS rules in order to avoid risks and
danger of injuries. We achieve this through
regular medical checkups, quality protective
equipment, continuous employee education
and fieldwork supervision.

COVID-19 measures aimed at
protecting employee health

The Company'’s Crisis Management Task
Force and OHS service closely monitor
the events, regularly meet and reach new,
constructive instructions and measures

in order to enable, on the one hand,

that the work of employees is as safe as
possible, and on the other hand, a smooth
performance of business activities.

The Crisis Management Task Force of
Ericsson Nikola Tesla Group kept the
approach of informing employees by
sending notices through which they were
informed about the Task Force activities
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and newly formed circumstances in a
timely and transparent manner. The
employee reaction to this way of regularly
receiving information from the Crisis
Management Task Force (in which the
President of the Company has been
participating from the beginning) was
very positive, and the employees began to
actively participate, give suggestions and
feedback regarding the measures that the
Company was taking.

In times like these, our behavior plays
a great role, and it is important that we
take care of ourselves, and at the same
time, think of others. We are expected
to be prepared, dedicated, and focused
on performing work tasks in line with
OHS rules in order to reduce the risks
and danger of injuries or falling ill, to a
minimum.

In 2021, 325 colleagues in Ericsson

Nikola Tesla Group reported they have
contracted COVID-19. Unfortunately, two
employees passed away due to COVID-19
infection-related consequences. Since the
beginning of the pandemic until the end of
2021, 17% of the Group’s employees were
infected.

In addition to the data on the infected
employees, we have also been gathering
data about employees who were in
self-isolation because they were in
contact with an infected person, as well
as about other cases, such as symptoms
of disease, traveling, and other risk
situations.

For all the employees who perform

work outside the office, as well as for

the employees who perform their tasks
at company locations, corresponding
protective equipment was secured,
instructions for safety measures were
given, and sanitizers were placed in
visible places. Thermometers and devices
that measure employees’ temperature
were introduced at the entrance.

Out of the most important measures that
we have introduced, and are still in force,
we would like to highlight the following:

- As a preventive measure, we organized
vaccination of employees at the
company’s premises in Zagreb

- Intensified cleaning and disinfection of
all work premises

- Instructions on preventive measures
for employees, external contractors,
and suppliers, as well as external
visitors

- We secured masks and hand sanitizers,

and sanitizers for work equipment

- All business travels, as well as all

gatherings and workshops with a great
number of participants, at and outside
the company, were canceled

- Asystem to track employees’ medical

condition was introduced - a health
bulletin - as well as support to employees
regarding all pandemic-related questions

- Crisis Management Task Force is in

continuous contact with the competent
local institutions, and Ericsson

- All employees who can, work from home,
except the ones who, due to business
activities and in agreement with their
manager, come to work at the office

- Special work organization was
introduced at the Company’s premises
(flexible working hours, new set-up of
space and sitting arrangements, work in
teams, working in shifts, etc.) with the
aim to reduce the possibility of physical
contact among colleagues

- Employees can borrow company’s
equipment necessary for work in order to

Let's act responsibly

Apply precautionary measures
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Number of employees infected
by COVID-19

Ericsson Nikola Tesla d.d.

Ericsson Nikola Tesla Servisi

Libratel

Ericsson Nikola Tesla BH

Ericsson Nikola Tesla BY

have all the necessary conditions to work
at home (chair, monitor, etc.)

- The development of the coronavirus
situation is closely monitored to take
further measures, in line with the situation

- Every new piece of information is timely
communicated on the Intranet page
that was created for information about
COVID-19, or via mail

Application of the model to work from home
or from the office, while respecting all the
epidemiological measures in the working
environment that is safe for health, depends
on the circumstances of each employee and

N

Vaccinatio

at the company

each workplace. The Company continues

to be safe for work and remains open for all
employees who are expected to work at the
office due to work activities, for employees
who do not have the appropriate working
conditions at home, or the ones who want to
work in the company, by strictly adhering to
all epidemiological measures.

Vaccination of employees at the
Company’s premises in Zagreb
The current level of vaccinated employees

on Group level is quite high. During 2021,
in cooperation with the Croatian Institute

for Public Health and the Institution for
Healthcare “Profozic¢”, the OHS service
organized vaccinations for our employees
at the company’s premises in Zagreb on
several occasions. Encouraged by the
good cooperation with the mentioned
institutions and excellent employee
interest, over 1000 employees were
vaccinated through this initiative, while
many colleagues were also vaccinated in
other locations.

Work environment

Regular testing of workplace parameters
and safety of electric installations

in offices in all the company’s sites,
equipping offices with new standing
desks, carrying out fire protection
measures, as well as regular evacuation
and life-saving exercises are just some of
the measures that impact the quality of
our employees’ workspace.

In addition to having supervised our
employees, our OHS experts’' audit teams
performed supplier audits, paying special
attention to compliance with OHS rules
on high-risk projects. The situation on site
has shown that in the majority of cases,
suppliers perform their work in line with
the safety rules.

Education of employees and external
associates

Last year, we hired a significant number
of new employees. All the new employees

Workshops for external contractors
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passed an introductory seminar and an
OHS test, gaining theoretical knowledge
and practical experience in training for
safety at work. All students working
with us on various projects also undergo
trainings for safety at work. Expert
trainings of employees for the tasks with
special working conditions, as well as for
providing first aid and evacuation and
rescue, are held when necessary and in
line with the job requirements.

With the aim to preserve health, working
abilities and optimal efficiency, the
employees receive educational materials
on various topics regarding OHS

areas, such as working in unfavorable
microclimate conditions, driving safely,
reporting safety incidents and news
regarding OHS regulations.

In addition to taking care of our
employees, we take additional care of

external contractors on various projects,
who took over the obligation to comply
not only with OHS legal regulations,

but also with the Group’s standards.

We particularly brought to our external
contractors’ attention that for our
company, adhering to OHS regulations
represents an extremely important
segment of doing business, and that the
failure to do so is unacceptable. During
the workshops for contractors, we try to
provide an individual approach and care
for each individual external contractor,
in a way that we examine the situations
they come across in their work, and with
our advice help them to organize an OHS
system within their organizations in the
best way possible. We all have the same
goal - to go back home to our loved ones
each day after performing our tasks at
work.

Reporting incidents in ENT Group

It is extremely important to undertake
every action in order to avoid incidents
and reduce their severity, should they
occur. However, when incidents and
accidents do happen, they have to be
reported and investigated in order to
identify main causes and take measures
to prevent their recurrence.

The employees are encouraged to report
all OHS-related incidents, whether it
concerns work-related injuries, illness,
accidents or dangerous situations, in line
with the process and available templates
that are applicable in the entire Group.
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People are our starting point and focus

The Group's business success and growth is based on innovativeness,
knowledge and skills of all the Group’s employees who, professionally and
with full responsibility, work on the realization of the Group's strategic
directions and goals, and continuously develop and create new products,
solutions and services of high added value, important for implementing

digital transformation processes of industry and society at large.

People management strategy

An important strategic goal for the Group

is to be an employer of choice in its
environment. Therefore, we pay special
attention to attracting experts, planning

the development of their potential and
retaining talents who have the potential

and the quality to contribute to a successful
project execution in a dynamic and fast-
growing ICT industry through their work and
efforts. For us, building employer branding
represents one of the key components of
successful organization management; we
have therefore defined in detail the necessary
knowledge, skills and characteristics which
talented candidates must possess, as well

as the activities to attract and retain the
best experts. We have clearly defined our
areas of excellence, and all our employees
are governed by the principles of corporate
culture in their daily work. Our fundamental
values - respect, professionalism,
perseverance and integrity - define the
organizational culture we are governed by in
our everyday activities. Furthermore, these
values are the foundation for the way we
interact with each other, do business, and

Our cultural sweet spot

cooperate with our customers and partners.
With colleagues from global Ericsson, we
share a joint obligation and commitment

to the highest level of integrity, ethics and
transparency in managing business. We
strongly promote the principle of equal
opportunities for each individual, and this

is something we have been continuously
working on, having zero tolerance for
discrimination on the grounds of age, gender,
race, national or ethnic origin, language,
religion, political views, sexual orientation,
physical abilities, etc. Through our values,
way of working, attitude and behavior, our
employees represent our best ambassadors,
who strengthen the Group’s reputation, and
thus contribute to the expansion of our big
team, joined by new experts year after year.

Our business philosophy
Our model of managing human resources is
based on the belief that:

- We give our best when we know what
to do, and why this is important for the
company’s business success

- accountability
- collaboration
= trust

- transparency

Acting to execute requires:

Act to

- Inorderto achieve joint success, the
contribution of each individual matters

- We learn best when we are motivated
and receive continuous feedback on our
contribution to the team’s success

- Diverse, inclusive teams drive innovations,
thus creating more business and social
value

- We are more engaged when we consider
ourselves included, appreciated and when
we see that our work has a positive impact
on the business results

- Our leaders are the driving force of
business and the overall organizational
culture

- We value the work of our people in a
just way, and we give recognitions and
awards for the results they achieve.

A motivating work environment

Ericsson Nikola Tesla Group has been
continuously working on creating and
improving a motivating work environment
for the employees, namely by:

Acting to win requires:

execute - customer focus

- creativity
— experimentation
- "one Ericsson” mindset

Acting to accelerate requires:

- agility
- simplification

- decisiveness

“fail fast and learn” attitude
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Employee turnover

3,471

2017 2018 2019 2020 2021 2017

440

2017 2018 2019 2020 2021 2017 2018 2019 2020 2021
Ericsson Nikola Tesla Group Ericsson Nikola Tesla d.d.
Employee structure by age (as at 31 December 2021)
3% 6% 5%
19% —
' 22% ‘ . younger than 25
20%
26-35 years old
38% —
36-45 years old
17% 46-55 years old
38% 31% older than 55
subsidiaries

(Ericsson Nikola Tesla Servisi - EHR,

Ericsson Nikola Tesla BH - TBA,

Libratel,

Ericsson Nikola Tesla d.d. - Branch office Kosovo - TXK,
Ericsson Nikola Tesla BY - TBY)

Ericsson Nikola Tesla d.d.

2,669

total number of employees

2018 2019 2020 2021

the number of new
employees in the year
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- ensuring attractive jobs and giving
clear roles to each employee, in order to
achieve common goals

- providing the possibility of lifelong
learning and specialization, as well as
career development

- ensuring equal conditions of work and
development to all employees

- encouraging innovativeness in all work
segments

- giving the possibility to work in global
teams

- recognizing and visualizing individuals
and teams who achieve the best results

- areward system based on the principle
of equally awarding equal work results

- modern equipped work place with all
the tools necessary for work

- a motivating company culture
- flexible working hours

- taking care of the employees’ physical
and mental health, and providing a high
level of occupational health care

a high level of occupational safety.

Awarding system

The awarding system in Ericsson Nikola
Tesla is a unique system of salaries and
benefits by which the employees are
encouraged to use and develop their
knowledge and capabilities, expand their
area of responsibilities and jurisdictions,
and are awarded in line with the achieved
results and realized new values in their
work. The system is based on the principle
of equal award for equal results, the
correlation between the goals set and the
results realized, as well as the possibility to
differentiate employees by considering their
work accomplishments.

The awarding system encompasses the
following elements:

- contracted salary

- variable pay compensation
- addition to the salary

- benefits.

Each of the listed elements of the awarding
system is regulated by the founding
documents, the Collective Agreement,
Salary Rulebook, as well as corresponding
policies.

In line with the general goals of salaries
system, the employees are additionally

awarded for the results, the volume

and importance of which exceeds the
expectation of their organizational unit or
the company.

Variable pay compensation:

- Company award / all employee award,
which is paid in line with the realization
of the previously planned business
targets and conditions, defined at the
beginning of the year

- Variable pay compensation for target
realization (STV/SIP), paid out in
line with the realization of previously
planned business targets and conditions,
defined at the beginning of the year,
and in line with the rules defined by the
Salary Rulebook and the Agreement
about Salary Policy for the concrete year.

Individual awards:
- awards for exceeding expectations

- award based on a previously
opened internal competition for the
achievement of previously defined
goals that are important for the
organizational unit/company (awards
per competition)

- awards for innovations developed while
working orin relation to one’s work

Ericsson Nikola Tesla’s
Closed Voluntary Pension Fund

- are awarded in line with the Rulebook
on awarding innovation solutions.

Additions to salary:
- paying a compensation for a hot meal

- paying expenses for commuting to/from
work

- single addition to the salary for annual
leave (vacation allowance).

Additional benefits for employees

Taking care of employees is reflected
through specific activities that contribute
to the well-being and the quality of
work and life is one of our company’s
main priorities and can be seen through
numerous benefits our employees have.

We would like to highlight a few:
employer’s payment and more favorable
saving conditions in the Closed Voluntary
Pension Fund of Ericsson Nikola Teslaq,
organized health checkups, shares

for employees, continuous education,
favorable loan terms, the company’s
restaurant on campus, cultural and

sport sections activities, and Bonus Club
benefits.

In cooperation with the Raiffeisen pension fund, in the beginning of 2005, Ericsson
Nikola Tesla founded the Closed Voluntary Pension Fund of Ericsson Nikola Tesla. In
such a way, as the sponsor of the Fund, the Company wanted to offer its employees,
and primarily the younger ones, a chance to realize maximum benefit from long-term
saving in a closed pension fund.

As the sponsor of the Closed Voluntary Pension Fund (ETK ZDMF), in 2021 Ericsson
Nikola Tesla continued to further motivate employees to save in the Fund by paying
an annual deposit of HRK 1,000 to each employee who is a member of the Fund.

In 2021, 300 employees joined the Fund, and at the end of 2021, the Fund had 2,023
members. Out of the total number of members, 1,750 are currently working in ETK,
which accounts for 67% of the total number of ETK employees. At the end of 2021,
the Fund's net assets amounted to MHRK 43.9. Since the Fund was established, the
Fund’s average annual return has been 6.86%, and in 2021 it was 9.59%, going back
to the positive trend after a slight decrease in 2020 by 0.52%, which, despite the
unstable market conditions caused by the pandemic, remained minimum.
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growth and development.
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Benefits for working parents

Work-life balance is an important factor
in preserving people’s physical and
mental health. Establishing this balance
is especially challenging for young
parents. With having more than 40%

of our Group’s employees younger than
35 and knowing this is a period in life
when most people decide to have their
own family, we have created numerous
measures to achieve balance between
their professional and personal life.
Young parents in our company have the
right to receive support for each newborn
baby amounting to HRK 10,000. The
parents of children with special needs
have the right to receive financial aid
every year amounting to HRK 20,000
gross, as well as 2 additional days of
vacation. Moreover, we allow parents to
bring their children to work whenever
there is a need for that, as well as provide
them with flexible working hours, days
off for prenatal checkups, breastfeeding
pauses, and give fathers the possibility
to go on paternity leave, and other
benefits. Our employees’ children up to
the age of 15 are entitled to receive a
gift in the value of HRK 600 per year, and
their parents have the right to have two
to six days of annual leave, depending
on the age and the number of children,
regardless of the fact which parent claims

the child as a dependent. The children

of our employees who passed away are
entitled to receive a scholarship during
their regular education. Since 2021,

we have been helping employees to
cover costs of regular preschool care for
children amounting to HRK 300 per child.

Mentoring

For the entire Group, which has

been intensively hiring many young
professionals without work experience,
a developed and an elaborated process
of introducing trainees into the work
processes is important. Our young
talents have at their disposal many
quality mentors, who provide expert
assistance in everyday work, monitor
personal and professional development
of new employees, and participate in

the process of their career planning.
Good mentor relationship has its true
value if it is based on quality connection,
trust and focus on connecting with the
company, gaining new knowledge and
developing new competences. A well
thought process enables the mentor

to perform a quality assessment of the
trainee during the trainee period, for
example trainees’ progress, development,
necessary knowledge and skills, as well
as additional recommendations. In 2021,

Ericsson Nikola Tesla hired 403 new
employees. They were mentored by many
experts/mentors, and special attention
was given to trainees with the aim to
speed up their inclusion into business and
processes.

Monitoring employee engagement
and satisfaction

Employee engagement and satisfaction
is monitored through Voice - a survey
we conduct twice a year. The survey
represents an important tool to measure
organization climate and gain an insight
into employees’ opinion on various areas
of operations. In this way, we foster

a culture of feedback and continuous
change management. By conducting the
survey twice a year, we can continuously
monitor our employees’ pulse, keep the
dialog going and gather information on
the satisfaction with different changes
we introduce. Employees and their
managers take part in proposing changes
and improvements in all segments of
their work and doing business. In this
way, we receive relevant feedback,

and changes and adjustments can be
implemented much faster. Based on a
detailed analysis of the survey, areas for
improvement on all Group levels and in
all the segments have been identified.

Since PrevENTion program was launched in May 2021,
1800 colleagues joined some of the events

96.5%

of employees would
recommend the workshops

it
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In 2021, on Ericsson Nikola Tesla d.d.
level, the survey on employee
engagement was carried out twice, and
more than 85 percent of employees
responded. The survey showed that
almost 90 percent stated that they are
moderately to very happy with working
at Ericsson Nikola Tesla, and the same
percentage of employees sees a meaning
in their job and has a strong sense of
belonging to the company. Almost
three quarters, i.e. 72 percent of our
employees believe they can achieve
their career goals in the company, while
almost 80 percent believe they have
good chances of learning and growth
at Ericsson Nikola Tesla. We are happy
with the fact that almost 90 percent
would recommend their direct manager
to others, and more than 90 percent
(92 percent) believes that we, as a
company, show commitment to ethic
and responsible business. Almost 90
percent of employees would recommend
Ericsson Nikola Tesla as an employer to
their friends.

Cooperation with the Union

We continuously work on harmonizing
our organization with market
requirements and needs, with the
purpose of ensuring and strengthening

competitiveness. Sharing information
and consultation with the Union on

all important topics are carried out in
line with the law and the Collective
Agreement. All the Collective Agreement
provisions are applied to all the Group's
employees.

Leaving the company

Although the labor market is currently
extremely demanding and all the
companies in the ICT sectorareina
dynamic race for talents, compared to
other companies on the market, the
Group retains a very small percentage
of people leaving. We regularly carry
out analyses of our employees’ salary
competitiveness, secure various benefits,
enable competence development in
various career directions, while at the
same time maintaining a healthy work-
life balance. We use the feedback we
receive from employees who are leaving
the company to further improve the way
of working, retain experts and attract
new talents.

PrevENTion — we care about physical
and mental health of employees

A part of our company'’s strategic directions is taking care of health, safety and
well-being of employees and other stakeholders. This part of the company’s
internal culture is based on our policies and good practice; it is carried out
through defined processes and applied in everyday work. To be in shape and
to feel good is something we are all aiming at. Therefore, a comprehensive
program was prepared with a variety of content with the purpose to help our
employees strengthen their physical and mental health, and this is available
to all employees. During 2021, almost 1800 employees participated in various
activities, such as professional lectures on physical health, mental health
support groups and workshops, guided weekly exercises, etc.
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We live inclusion,
we respect diversity

Diversity and inclusion of all our employees and all other stakeholders in our
business are an integral part of Ericsson Nikola Tesla Group's vision, strategy
and adopted values. In all the processes and business activities, we are
building a culture of diversity and inclusion, i.e. respecting mutual differences,
and accepting values that each individual brings to the work environment. By
connecting people of various characteristics and talents and giving each person
a chance to give the best they can in their work, we create prerequisites for a
long-term sustainable development of our business.

Our Way of Working implies the
implementation of Diversity and Inclusion
Policy in all segments of our business

and other activities, and this policy is
incorporated in all other company policies,
such as employment policy, managing
human resources, etc.

Implementing diversity and inclusion in all
segments of business is encouraged and
supervised by the organization’s highest
management bodies. We have developed
and constantly invest in the company
culture, where managers act so as to set an
example and have an active role in putting
together teams and creating a stimulating
working environment, where each individual
feels included, appreciated and is ready to
give their best.

We respect diversity

Such company culture is implemented in
the entire organization, and it includes each
and every one of our employees, who show
respect for the colleagues they work with,
customers, partners, and all other people
they interact with in their everyday work and
activities. We have a big customer base, and
wherever we do business, our employees
pay special attention to the development

of mutual and long-term relationships with
different groups of stakeholders.

The Group has zero tolerance towards
discrimination, which means no individual
in the organization shall be discriminated
based on race, color, sex, sexual
orientation, gender, marital or parental
status, pregnancy, religion, political
opinion, nationality, ethnicity, social

origin, social status, disability, age, union
membership or any other characteristic
protected by law.

The application of diversity and inclusion
principles helps us to:

- reach good decisions on how to
organize and optimize resources, as
well as to overcome structural and
cultural obstacles standing in the way of
effective work

- protect and improve our business by
respecting and taking into account
the needs and interests of different
stakeholders

- reach targets and growth through the
ability of attracting, developing and
retaining different talents

Gender
diversity

We advocate equal
possibilities for
women and men in
being promoted and
in performing leading
functions, regardless
of gender.

Age
diversity

We encourage
intergeneration
understanding and
complementing.

Cultural
diversity

We empower

a multicultural
environment where
people feel included
and can do their job in
a successful way.

LGBTQ+

We have ensured
an inclusive work
environment where
each individual feels
appreciated and
welcome.

People with
disabilities

We offer equal
advancement
opportunities to all
employees, and people
with disabilities feel
appreciated and equal
to every other person.
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- develop innovations that result from
different types of knowledge, skills,
perspectives and experiences our
employees and other stakeholders have.

and values the contribution made by
persons of diverse personalities and
characteristics. Compared to 2020, the
number of women in the total number of
the Group’s employees increased, and at
the end of 2021 amounted to 27% (2020:
25 percent). Furthermore, we are proud of
the fact that the percentage of women in
managerial positions increased; in 2021
we had 27% of women in managerial

are encouraged by the trends that show
the situation is changing in the wanted
direction. One of the biggest obstacles in
the way to achieve gender balance is the
fact that for quite some time there have not
been enough women educated in STEM in
the labor market. Therefore, in cooperation
with the educational community, we have
been undertaking many activities for some
time to motivate girls and young women to

Ericsson Nikola Tesla Group encourages all
its employees to point out and report any
behavior which is not in accordance with
our values and company culture.

An inclusive organization

Our goal is to encourage a gender-
integrated organization which recognizes

positions (2020: 20 percent). Although the
percentage of women in the total number
of employees is not at a satisfying level, we

choose STEM professions.

Technology in the service of the blind and

visually impaired persons

In 2021, Zagreb Association for the Blind organized
presentations of the app EVA. The app was fully developed
at Ericsson Nikola Tesla, and it was put into production at
the end of 2018. This app is in fact a virtual assistant and
was primarily developed for the blind and visually impaired,
in order for them to be able to use modern day technologies
in an easier and a simpler way.

Goran Tomaskovi¢, the secretary of the Association, held

an opening speech, and afterwards Mia MiroSevic, Ericsson
Nikola Tesla’s project manager responsible for EVA,
welcomed the attendees on behalf of the team, and thanked
for the opportunity to present the app’s functionalities.
Hrvoje Kati¢ presented the EVA 2021 Android version, and
Danica Vladi¢ presented the iOS version.

Hrvoje, who himself has visual impairments, greatly
contributed in specifying the needs of the persons with

disabilities. He has been participating in technology
development for both platforms since the beginning, as well
as later on in user education. All the novelties in the latest
app version were presented and the following functionalities
were demonstrated: calling, sending a text message,
location, current time, calculator.

The attendees liked the presentation, and their interest and
engagement were best reflected in a lot of questions; they
were interested to find out more about how to use music and
players. They asked if EVA had the option to browse through
content, if EVA can write, read or delete the notes, what

the current available version of the app is, how often it is
updated, etc. The users’ impressions were very positive; the
participants showed interest in new functionalities and had
concrete proposals.
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Knowledge is our advantage

A dynamic development of ICT industry in the past decades and the
expansion of ICT application in all areas of human work and life require
an agile approach, along with a continuous broadening of knowledge,
development of skills and competences of our employees, in order to
maintain our position as the leading Croatian exporter of knowledge.

Therefore, investing in competence in
implementing leading technologies and the
highest level of our employees’ professional,
business and soft skills is one of the main
foundations for the realization of Ericsson
Nikola Tesla Group’s long-term strategy. We
encourage our employees to be excellent;

we secure opportunities for a continuous
development of their competence by
combining our own resources, global
corporation services, as well as in cooperation
with the partner educational institutions from
public and private sector.

We learn every day

Continuous learning and improving is

one of our main prerequisites to maintain
competitiveness. In our industry, this can
perhaps best be seen in the last decades,
considering the pace of ICT development.

It is, therefore, important for us to have
employees who are ready to acquire new
knowledge, skills and competences in
collaboration with colleagues in teams

and through various channels we offer.
Working on interesting projects as a result
of opportunities that the latest technologies,
such as 5G, open in all sectors, is the
opportunity to apply the acquired knowledge.

To show the importance we dedicate to
learning, we have a special unit in the parent
company dedicated to it - Ericsson Nikola
Tesla’s Education Center. The Center operates
as a flexible organization focused on the

partners. Education Center coordinates
the work of internal trainers’ network and
cooperates with renowned educational
institutions in Croatia and abroad, as well
as Ericsson Academy that provides a wide
range of trainings on a global scale for all
employees working at the corporation.

Therefore, the employees develop their
competences through e-learning, by using
an internal corporate software tool to
exchange expert knowledge, by attending
seminars, conferences, postgraduate studies,
by working on local, regional and global
projects, and by using the global learning
platform Degreed, which is available on

PC, mobile phone or tablet, in order for

the employees to be able to raise their
competences how and when it best suits
them. As the leader of positive changes in the
society, we strongly support virtual ways of
learning, which are ecologically acceptable
and save time and money.

The Group is also included in the global
Talent Management Program and
Innovation Program. These are global
corporation programs in which special
attention is given to experts with relevant
knowledge and skills as well as top
intellectual potential. With the desire to
additionally strengthen young managers and
future leaders, a newLDP program is carried
out locally. This is a comprehensive leader-
development program based on the model of
leadership competences - Ericsson leadership
framework. This one-year program, which

delivery of a wide range of services regardin?lﬁ includes various learning methods (modular
the education 1f employees, customers and

courses, coaching and mentoring, e-learning,

learning by exchanging knowledge and
experience, etc.) places considerable
emphasis on mentoring by a senior leader
and application of acquired knowledge and
skills in the work environment.

Development as a must

In line with the business strategy directives
and goals, every employee and their line
manager agree on the plan for developing
their business and technical knowledge as
well as social skills through an established
process which is a part of annual planning
(Individual Performance Management

- IPM). In this way, each employee has
clearly defined development goals, the
achievement of which is continuously
monitored throughout the year, and the
employees receive regular feedback from
their managers. We hire many young, highly
educated people without previous work
experience, and give them an opportunity
for personal and professional growth and
development in our Group, by continuously
investing in their knowledge and skills, by
encouraging them to engage in lifelong
learning and apply personal knowledge and
skills in inspiring projects in a motivating
environment. Nowadays, technological
development is the measure of social
development, and our Group, through its
actions, cooperation with the universities
and development of its experts, contributes
to the competitive development of Croatian

~economy in line with the EU’s Digital Decade

targets.
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Facts and figures

*as at 31 December 2021
Number of employees in Ericsson Nikola Tesla Group
2017 2018 2019 2020 2021
Ericsson Nikola Tesla (ETK) 2,268 2,402 2,515 2,571 2,669
Libratel 25 33 29 27 61
Ericsson Nikola Tesla BH (TBA) 16 18 19 19 31
Ericsson Nikola Tesla Servisi (EHR) 743 711 651 610 701
Ericsson Nikola Tesla - Branch office Kosovo (TXK) 1 1 1 1 1
Ericsson Nikola Tesla - Belarus (TBY) 7 9 9 8 8
Total Ericsson Nikola Tesla Group 3,060 3,174 3,224 3,236 3,471
Number of new employees hires in Ericsson Nikola Tesla Group
2017 2018 2019 2020 2021
Ericsson Nikola Tesla (ETK) 282 310 240 183 273
Libratel 1 10 14 3 40
Ericsson Nikola Tesla BH (TBA) 0 4 1 1 12
Ericsson Nikola Tesla Servisi (EHR) 20 12 18 17 114
Ericsson Nikola Tesla - Branch office Kosovo (TXK) 0 0 0 0 [
Ericsson Nikola Tesla - Belarus (TBY) 1 2 %) 0 1
Total Ericsson Nikola Tesla Group 304 338 273 204 440
Employee turnover in Ericsson Nikola Tesla Group
2017 2018 2019 2020 2021
Total number of employees 3,060 3,173 3,224 3,236 3,471
The number of new employees per year 304 338 273 204 440
Total % of increase in the number of employees 3.7% 3.6% 3.6% 3.6% 7.3%
Employee turnover — ETK
Total number of employees 2,268 2,402 2,515 2,571 2,669
The number of new employees per year 282 310 240 183 273
Total % of increase in the number of employees 5.5% 5.9% 5.9% 5.9% 3.8%
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*as at 31 December 2021

Ericsson Nikola Tesla Group employees — distribution by sex and age*

Ericsson Nikola Tesla

Parent company subsidiaries Group
employees ETK share (in %) Libratel EHR TXK TBY total share (in %) total share (in %)
younger than 25 141 5% 9 4 13 - Q 26 3% 167 5%
26-35years old 1,027 38% 32 13 134 1 0 180 22% 1,207 35%
36-45 years old 819 31% 11 8 112 - 2 133 17% 952 27%
46-55 years old 521 20% 2 4 297 - 5 308 38% 829 24%
older than 55 161 6% 7 2 145 - 1 155 19% 316 9%
total 2,669 100% 61 31 701 1 8 802 100% 3,471 100%
- male 1,920 72% 54 22 616 1 5 698 87% 2618 75%
- female 749 28% 7 9 85 0 3 104 13% 853 25%
average age 38 - 35 34 46 36 50 40 - 40 -
S2vearsoldoryounger | gq4 35% 29 13 93 0 0| 135 17% | 1079 31%
g‘ljfg‘t’i%iemp"’yme”t 10 - 3 11 19 4| 16 11 - 11 -
up 1o ;‘;(Vge{fe"n’z of 526 20% 31 14| 112 0 o| 157 20% | 683 20%

Qualification structure of Ericsson Nikola Tesla Group*

Ericsson Nikola Tesla

Parent company subsidiaries Group
Qualification ETK share (in %) Libratel EHR TXK TBY share (in %) total share (in %)
University degree 2,302 86.2% 6 25 224 1 8 264 329% 2,566 73.9%
College degree and 260 9.7% 8 4| 146 - -1 158 197% | 418 120%
Secondary education 104 3.9% 46 2 282 - - 330 41.1% 434 12.5%
Highly-skilled workers 1 0.0% - - 41 - - 41 51% 42 1.2%
Skilled workers 1 0.0% 1 - 4 - - 5 0.6% 6 0.2%
other 1 0.0% - - 4 - - 4 0.5% 5 0.1%
total 2,669 100.0% 61 31 701 1 8 802 100.0% 3,471 100.0%
PhD 43 - 0 0 1 4] 0 1 - 44 -
MSc 126 - 0 4 11 0 1 16 - 142 -
total 169 6.3% 0 4 12 0 1 17 21% 186 54%

Line managers, Program and Project managers*

Ericsson Nikola Tesla

Parent company subsidiaries Group
ETK share (in %)  Libratel TBA EHR TXK total  share(in%) @ total share (in %)
number of managers 282 - 4 1 41 1 1 48 - 330 -
managers - male 150 3 1 35 1 1 41 - 191 -
managers - female 71 25% 1 0 6 (7] (7] 7 15% 78 24%
average manager age 46 - 45 57 46 36 48 46 - 46 -
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Occupational injuries and worktime lost

Ericsson Nikola Tesla d.d. Ericsson Nikola Tesla Servisi
2020 2021
Zagreb

Total number of injuries 1 (7] (7] 0 1 7] 7] (7] 7] (7] 5 0 4 1
- Work related injuries 1 (4] 0 0 7] 7] (7] (7] (7] (4] 4 0 4 1
- Injuries during commuting 0 0 0 0 1 0 0 0 0 0 1 0 0 0
to/from work
Major injuries 0 (%] 0 (7] Q 0 0 0 0 (7] 1 Q 1 1
Minor injuries 1 (7] (7] (7] 1 0 0 0 (7] (7] 4 (7] 3 0
Total worktime lost 115 (7] (7] 0 0 7] 0 (7] (7] (7] 2,720 0 1,184 | 184

Note: M — male; F — female

Explanation of injuries for Ericsson Nikola Tesla Servisi
2020: 4 work-related injuries on site; 1 injury in traffic (while working)
2021: 5 work-related injuries (4 on site and 1 at the office)



Annual report 2021
Ericsson Nikola Tesla Group



Environmental
responsibility



88

Environmental responsibility

Ericsson Nikola Tesla Group

Fighting climate change

As any other sector, ICT industry must reduce its footprint in order to help global
decarbonization. Therefore, the Group, as a socially responsible entrepreneur, pays
special attention to sustainable business that includes setting concrete goals for
climate and environmental protection and acting accordingly. Our goal is to cut
CO2z emissions in half by 2030.

It is undisputed that COz2 creates the
greenhouse effect in the atmosphere by
soaking up the Sun’s energy and the Earth’s
warmth and causes temperatures to rise

by keeping it in the atmosphere. Although
greenhouse gases can be of natural origin,
human activities greatly contribute to the
increased amount of these gases, thus
increasing global warming. Therefore,
looking at our own impact on the climate
and the environment, and systemic
optimization of consuming all kinds of
energy and other natural resources, is an
important part of the company’s culture
and strategy. It is certainly important to
understand ICT sector’s footprint in relation

to its effects of decarbonization and use its
potential, especially ICT solutions, including
IoT, machine learning and automation to
reduce carbon emissions on a global scale,
in many other sectors and industries.

Our e-solutions (e-Health, e-Call, e-Cadaster
and Land Registry, etc.) enable the
development of low-carbon economy
and transform modern industry and
society. Technology leadership and an
innovative approach to work enable us to
use numerous and diverse applications in
our business process, allowing us not only
to be more effective, but also to protect
the environment. We believe that such a
comprehensive approach is a prerequisite

TIh

r

to economic competitiveness, as well as
that it improves and accelerates business
processes, while saving time, money, and
natural resources.

Knowing the Company’s processes

A comprehensive and very complex
calculation of our carbon footprint
includes a precise collection of data on
numerous activities and impacts on the
environment. While we monitor and
manage our environmental impacts, such
as air emissions, reducing the amount of
waste and water pollution, our Life-Cycle
Assessment confirms that the energy
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produced by the use of products in our
work still represents our most significant
environmental impact.

The parameters include, for example,
electricity consumption in all segments of
the production process and the amount of
energy spent for heating using steam from
the heating plant. This also includes impacts
on the environment due to the use of
various office materials, IT equipment and
air-conditioning-related emissions, as well
as business trips by various transportation
means to reach all the destinations. The
analysis also contains information regarding
packaging, direct waste, employees
commuting to/from work, as well as
estimates related to, for example, the impact
of meals prepared on site, or the calculation
of the footprint that the customers, business
partners and guests leave when they visit
the company. The calculation based on

the described procedure, which takes into
account the overall carbon footprint, was
possible only with good knowledge about
the Company'’s processes and portfolio.

It also required significant additional

engagement, which by far surpasses the
usual offered support, as well as quality
cooperation between various organizational
units. In addition, we use Ericsson products
which are characterized by design which is
acceptable for the environment, in order to
minimize this impact.

Focus on energy efficiency and
transport

According to our calculations of the
Company'’s total annual COz emissions,
energy sources account for as much as 47
percent, all forms of transport (primarily
passenger transport) account for 43
percent, and everything else accounts for
10 percent. The conclusion was that in
order to efficiently reduce carbon dioxide
emissions, our primary focus needs to be
on improving physical characteristics of
buildings and thermo-technical plants with
the corresponding infrastructure, which was
done through the energy efficiency project
at our largest site in Zagreb. In addition,

it is necessary to optimize business trips

The conclusion was that
in order to efficiently
reduce carbon dioxide
emissions, our primary
focus needs to be on
improving physical
characteristics of
buildings and thermo-
technical plants with
the corresponding
infrastructure.

as well as raise employees’ ecological
awareness by advising them to make their
commute more eco-friendly, such as using
public transportation or bicycles, walking,
carpooling, etc.

In the new Data Center, we have centralized
all the devices by using the latest solutions
in the field of cooling, with a high level

of efficiency. Furthermore, a hot/cold

zone was applied (that we had not had
previously), where the devices are cooled,
which also results in the decrease of energy
consumption.

Significant positive results were achieved
by implementing the energy efficiency
project of our production premises at the
location in Zagreb, as well as improving
the energy efficiency of processes, whose
primary focus was to reduce COz emissions
by reducing energy consumption, and thus
doing business more responsibly. CO2 was
reduced not only by 1400 t due to project
implementation, but it was also significantly
reduced due to the new organization of
work - working from home and reducing
the number of business trips and daily
commutes.

On a daily basis, the company’s
management shows, by making a concrete
contribution and setting an example for
others, that participating in creating public
policies for calculation and reduction of
carbon footprint followed by their consistent
implementation is the only rational response
to the challenge of sustainable life and
business.
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ICT as support to environmental
footprint reduction

Less than 1% of Earth’s water supply is available as support to numerous

biological and social processes (business and civil). Water is as important to the
world economy as oil or data, and we can consider it crucial in energy production,
transport, processing industry, fisheries and agriculture, tourism, as well as many
other industries. At the same time, the mentioned industries have a significant
impact on the health of aquatic ecosystems, habitats and biodiversity. It is necessary
to act in an integrative manner to address the complex challenge of co-existence
between industry and clean environment which enables sustainable economic
growth. Through its eEnvironment platform, Ericsson Nikola Tesla contributes to and
simplifies the process of aquatic ecosystem health evaluation, taking into account
the natural, social and business aspects as an input for collaborative decision

making in the process of industry transformation towards sustainable growth and
circular economy as one of the key objectives of Industry 4.0.

Industry 4.0 and sustainable
development

International Resource Panel (UN
Environment Programme) estimates that
ore and mineral extraction industries,
energy production and food production
account for approximately 50% of the
global CO, emission and more than 90%

of negative impacts on the quality of
water, health of aquatic ecosystems, and
the loss of biodiversity (IRP 2019). Since
the projections of industry demands for
natural resources until 2060 (OECD 2019)
predict that there will be a double increase
in consumption when compared to 2011,
we can conclude that there will be a drastic
increase of the amount of negative impacts
on the environment.

In order to achieve the effect of separation,
it is necessary to slow down the increase of
negative impacts compared to the increase
of activities that cause these impacts.

There are two crucial factors that currently
define the future of the European and global
economy. On the one hand, advanced
technology solutions enable industry
stakeholders to increase efficiency and
production at the cost of negative impact
on the environment. The problem is direct
and indirect water contamination and
intense use of natural ecosystems which
result in the decrease in biodiversity that
also has a directimpact on the health of the
environment and the quality of life on land.
On the other hand, global requirements

to transition to circular economy create

the potential for a quality co-existence of
industry and the environment, as well as
prerequisites to preserve biodiversity with
continuous economic growth.

The concept of the fourth industrial
revolution has the potential to harmonize
these two directions, and in order to achieve
this, it must enable data collection about the
quality of the environment and convert data
in efficient information by using IT tools that
enable predictive insights.

In implementing technologies that will
strike a balance between the demands of
industrial development and sustainable
growth and the concepts of circular
economy, the European Union defined 4
general targets:

1. Digital solutions as enablers of circular
economy

2. Fast introduction of artificial intelligence
as an integral part of business models and
IT infrastructure and solutions

3. Increase of available data and an open
access to data about the industrial load
on the environment

4. Secure cooperation of all key stakeholders
(industry-science-citizens-regulator)
based on the inclusive models that protect
data privacy and security.

The strategies that will enable the transition
to circular economy and sustainable
economic growth are primarily related to
increasing data robustness (more existing
data and the use of new types of data), a
transparent approach for all stakeholders

and an approach to advanced predictive
analytics that will convert data into
information based on which stakeholders
can make informed decisions.

In order to secure inclusion and fairness
towards all stakeholders, advanced IT
technologies should be included in the
sustainable development process and
should enable stronger cooperation
between industry and citizens by using
crowdsourcing methods, and a closer
cooperation between the citizens and
non-governmental organizations with the
industry and the regulator.

ICT solutions that make a difference

Through innovative ICT solutions, Ericsson
Nikola Tesla supports its customers in
various ways so that they can improve
their business processes and end services
they provide to their customers. Whether

it regards telecoms, national healthcare
systems or land administration systems,
our solutions are focused on the specific
needs of every industry and our customers’
business domain.

The solutions that Ericsson Nikola Tesla
provides in the area of environmental
protection and sustainable economic
growth enable each industry to deal with
monitoring, managing and reducing its
environmental footprint and potential
negative impacts that the industry can have
on the local community, natural ecosystems
and biodiversity in a systemic way.
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5G connectivity is crucial for Europe

to achieve climate goals

1

More connectivity, lower carbon future

Digitalization and connectivity can help enable the transitionto a
greener, lower-carbon future by helping to accelerate near-term
carbon reductions towards halving emissions by 2030. Increased
use of connectivity should be a priority for government across the
world if they are to meet their goals for decarbonization and fora
strong post-COVID economic recovery.
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3

Breaking the energy curve

You might think that attempting to meet the rising demand
for data could risk a sharp increase in emissions from
mobile networks. However, this will not be the case with 5G.
Today's 5G technology can break the energy curve, and thus
accelerate the path to net-zero greenhouse gas emissions.
This is a technological breakthrough that is available today.
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5

Government investment encouraged

There are things that governments can do today to accelerate the
roll-out of 5G. Governments need to focus on connectivity and

5G to benefit from its ability to help achieve the shared goals of

a transition to net-zero greenhouse gas emissions and a more
sustainable economy, and there are a number of policy initiatives
that would have a big impact in bringing this about.

2

The transformative role of 5G

Ericsson’s recent analysis of a European decarbonization scenario
suggests that connectivity is a necessity for climate solutions
corresponding to approximately 550MtCO2e. That's equivalent
to 15 percent of the EU's total emissions in 2017. By 2030,

a further 55—17@MtCO2e of emissions savings per annum

would be enabled by selected 5G specific use cases applied as

an illustration of its potential. That's the equivalent of taking

one in seven of the EU’s cars off the road. 5G can play a similar
transformative role in decarbonizing economies across the globe.

4

Faster roll-out required

Currently, according to the Ericsson Mobility Report, around

15 percent of the world's population is covered by 5G, and this is
forecast torise to 75 percent by 2027. Even if this is faster than the
roll-out of 4G, it may not be enough to reach the ambitious global
2030 emissions reductions targets, as not only good coverage is
required but also enough capacity and high performance of the
network to fully utilize 5G’s potential to combat climate change.

¢ ¥
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The Group helps its customers to monitor
and address the impact all stakeholders in
their value chain have on the environment.
The basis is monitoring one’s business
process that results in direct impact on the
environment, and arises from the company’s
business process. However, an indirect
impact on the environment is equally
important, which is manifested through
business performance of suppliers and
partners whose services are being used,

as well as end users who use products and
services of any industry.

Implementation of the eEnvironment
platform, which is Ericsson Nikola Tesla’s
own solution, provides support to the
company'’s partners in everyday activities
of the environmental protection service
through automated data collection,
increased data robustness on which

they base their business decisions, and
automation of the decision-making process
based on predictive analytics. Moreover,
the platform enables a transparent relation
with:

- members of the local community whose
lives it impacts (with the possibility to
inform and educate the community on the
importance of sustainable business and
environmentally responsible behavior),

- non-governmental organizations
dedicated to nature protection and the
scientific community,

- state as the regulator and protector of the
environment and the quality of citizens’
lives.

We have implemented our solutions in

two areas: energy sector, which has a
significant impact on natural habitats and
biodiversity even when using renewable
energy sources (hydroelectric power plant),
and tourism, which has a direct negative
impact on the environment through
increased urbanization as a result of
increasing demand for tourist resources, and
which damages resources that are key for
providing services in tourism - sea quality
and cleanliness.

Application in energy sector

Through a project we have been
implementing in cooperation with
Elektroprivreda HZHB Mostar, we are
trying to minimize the impact that the
hydroelectric power plant Capljina has on
the Nature Park Hutovo blato. According to
an analysis made within the project carried
out by a non-governmental organization
World Wild Fund for Nature (WWF),

there has been a significant change in the
hydrological regime in the Nature Park
Hutovo Blato with a direct impact on
natural habitats and biodiversity of the
area which could result in the complete

loss of the swamp system in this area within
the next 35 years should there be a lack of
reaction and positive changes in the way
hydrological resources are used.

Elektroprivreda HZHB, as one of the
industrial stakeholders operating in this
areq, had recognized the importance of
its impact on the swamp ecosystem and
decided to implement Ericsson Nikola
Tesla’s eEnvironment platform.

To support the efforts of the Ministry of
Environment and Tourism in the Federation
of Bosnia and Herzegovina and enable

a smooth implementation of actions
predicted by the WWF in the action plan
“Revitalization of swamp ecosystem Hutovo
Blato”, Elektroprivreda HZHB will install
five sensor stations to monitor physical and
chemical properties of water in the area of
hydroelectric power plant Capljina.

The Platform will gather data from
measuring stations and enable a

central data storage and analytics in

order to automate the estimation of the
eutrophication level of Hutovo Blato aquatic
ecosystems. Furthermore, the system

will also enable early warning for certain
targeted parameters and data sharing with
the local and scientific community, all with
the aim of sustainable management before
and especially after the implementation of
restoration activities that are described in
the mentioned action plan.

Around table “Water karst ecosystems.
Current situation and outlook” was held
recently as part of the project ECOBIAS that
is carried out by the Faculty of Science and
Education (University of Mostar) and its
partners. At the round table, representatives
of key stakeholders in the protection of
Hutovo Blato ecosystem concluded that the
model of cooperation and use of collected
data and analyses need to be additionally
elaborated.

By using the eEnvironment platform,
Elektroprivreda will automate its business
process of collecting and handling data
about the health of aquatic ecosystems
that it directly impacts, it will enable central
data storage and realize prerequisites for a
transparent approach to all stakeholders.
Last, but not least, it will increase the
capacities of its environmental protection
service that will, according to the predictions
of representatives of Elektroprivreda HZHB,
increase the number of employees in the
environmental protection service.

Through comprehensive changes and with
the use of the latest technologies that are
an integral part of Ericsson Nikola Tesla's
eEnvironment platform, Elektroprivreda
HZHB is positioning itself as an industry
leader in environmentally responsible
behavior.

Application in tourism

As one of the leading Croatian economy
sectors, during its best business years such as
2017,2018 and 2019, tourism contributed

to GDP with approximately 20%, whereas
the main comparative advantage of Croatian
tourism, when compared to its competitors,
is the natural beauty and rich biodiversity

in a relatively small geographic area.
Continuous growth in demand for services

in tourism was the main initiator of local
development and increased urbanization in
the coastal area, which resulted in building
public infrastructure, hotels, as well as a
large number of private accommodations,
which was often not accompanied by the
development of utility infrastructure.

Such situation, exacerbated by significant
climate change and a large increase in the
number of users of utility infrastructure
during summer months, has a strong
negative impact on bathing water quality
and the health of ecosystem, which are the
main assets of Croatian tourism.

A strong impact of climate change is
manifested in various ways and through
different meteorological phenomena;
however, in this context, we are focusing

on the increased local precipitation during
summer months that, combined with the
utility infrastructure overload due to an
unusually large number of users, often leads
to sewage system or septic tank overflow in
surface waters (for example, rivers in coastal
area).

Unfortunately, until now, this kind of impact
could be monitored only after it already took
place, which often led to sea pollution and
negative impacts on swimmers' health, who
had often been unaware of the pollution
that occurred. Project Watercare that was
carried out by the Split-Dalmatia County and
its partners focused on the transformation
of monitoring bathing water contamination
from a reactive to a proactive system.

In order to solve this problem, it was
necessary to overcome technological
challenges related to central data storage
and digitalization of all the existing bases
that, with the use of analytical and predictive
systems, can provide information to the

end user (tourist or an employee of a local
municipality) in order to reach timely and
quality decisions.

Ericsson Nikola Tesla implemented its
solution based on the eEnvironment platform
for environmental data visualization and
informing end users, where in real time

one can see bathing water quality and the
prediction for potential movement of fecal
contamination, if it occurs, for three Croatian
rivers: Neretva, Cetina and Rasa, and three
locations in Italy: Pescara and two locations
on the river Arzilla (mouth of the river and
upstream from the estuary).
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Responsibility towards the environment

Ethics, responsibility and sustainability are embedded in the foundations of
Ericsson Nikola Tesla Group's business, and we strictly adhere to them in all our

activities. We also expect our business partners to do the same.

The norms defined by Code of Conduct for
Business Partners, in addition to a general
overview of our expectations and demands
in key areas, such as business ethics, anti-
corruption, employee rights and human
rights, OHS, also imply responsibility towards
the environment and fighting climate change.
We are aware that the reduction of negative
impact on the environment, created as a
result of our business activities, implies
examining the entire business chain, starting
from us to business partners and suppliers.

Requirements have been renewed that
oblige our suppliers to adhere to the valid
regulations related to environmental
protection, starting from production,
transport, energy consumption, water
management, up to waste and circular
approach application.

In line with the corresponding annual

plans, we pay special attention to targeted
evaluations (audits) of our suppliers and
our own organizational units, including the
evaluation according to ISO 14001. More
significant suppliers are monitored through
the audit process with the aim to fix their
potential omissions and to communicate
good practices to others; all this with the aim
to achieve sustainable management. In this
way, we actively evaluate our impact on the
environment and contribute to the overall

ERICSSON NIKOLA TESLA GRUPA
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quality of our management system. In line
with the findings, when and if necessary,
we provide education and/or suggest
improvements, and in extreme cases, take
radical corrective measures. We particularly
insist on improvement programs, which
encompass plans and specific objectives to
reduce the impact on the environment. We
try to additionally improve our knowledge
and experience, and share it with our
suppliers/contractors, business partners and
the wider community.

In 2021, in Ericsson Nikola Tesla Group the
audits were carried out by the certification
authorities SGS Adriatica d.o.0. and TUV
AUSTRIA. The audits did not record a single
non-compliance, and the auditors highlighted
us as an example of how to organize and
implement responsible business.

Importance of education for preserving
the environment

We are aware that education is an important
integral part of our responsibility towards
the environment: on individual level, on
Ericsson Nikola Tesla Group level, as well

as towards the general public. We foster
quality cooperation with government bodies,
specialized companies and institutions, as
well as media and other interested parties.
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Through consultations and exchange of
opinions with them, we try to contribute to
shaping positive changes.

We have been continuously encouraging
education focused on responsible relation
towards the environment among our
employees, suppliers and partners, readers of
our company'’s publications and social media
followers. Moreover, we motivate them to use
natural resources rationally with a personal
engagement in preserving biodiversity.
Additionally, for our employees, as well as for
our business partners, we hold workshops
and lectures about the environmental
protection system that was established in
ENT Group. We do this with the aim not only
to sustain, but also to improve the high level
of awareness for these issues.

In cooperation with our service providers,
we have already replaced a larger part of
single-use plastic products with the ones
from ecologically more acceptable materials,
and we also encourage our employees to do
so. We believe that by publicly conveying
adequate messages, such as those about
avoiding the use of single-use plastics, we
encourage personal responsibility, and
through our example, positively impact
others, thus proving that the contribution

of each individual and each company is an
important and vital segment of fighting fora
cleaner and a healthier environment.

We educate our employees about the
responsibility towards the environment. All
the employees were given thermos bottles for
personal use in order to additionally reduce
the use of single-use plastic cups that pollute
the environment.
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Energy consumption

We have been systematically working to optimize the
consumption of all energy and other natural resources, of which
we regularly inform the public. Knowledge is the foundation
of our portfolio, and we use it daily to rationalize energy
consumption, which represents one of our key resources.

We have continuously been applying
innovative measures of energy efficiency
because high energy consumption is the
necessary prerequisite of our production in
the center for communication equipment
and networks, which has been gaining
new market responsibilities.

We especially highlight that in our
business operations, we use energy from
renewable energy sources.

The impacts of improving energy efficiency
of our production premises and the
improvement of energy efficiency process
have been visible as early as in the first
year after the completion of a large

project for improving energy efficiency

of part of our production resources and
buildings. The project was co-funded

by the EU funds from the European
Structural and Investment Funds within

Quantitative indicators of a three-year consumption of water and energy at
the Group’s location at Krapinska 45 are presented in the following table.

water steam electricity
year (m?) (tonnes) (MWh)
2019 21,195 6,921 22,467
2020 17,848 6,214 23,701
2021 13,990 6,018 22,556

The data shows how investing in infrastructure reconstruction and renovation, as well
as using a central monitoring system, results in optimization of consumption of water
and steam for heating purposes. Regardless of a great increase of capacity, in the last
three years we have been reducing the consumption of steam for heating purposes, the
consumption of water, and last year we also reduced electricity consumption.

the “"Competitiveness and Cohesion”
Operational Program 2014-2020. This

is reflected in the reduction of electricity
consumption despite the fact that the
amount of equipment increased due to
gaining new extensive activities that take
place on our testing systems, i.e. Test
Environment, which is also our largest
consumer of electricity.

This strategic project is in line with the
European Green Deal and United Nations
Sustainable Development Goals, as well
as with Ericsson Nikola Tesla's Action
plan to reduce its carbon footprint, which
was created three years ago within the
European LIFE Clim‘Foot project, in which
we also participated.

Technological solutions of using heat
pump and using waste heat that
appears when cooling equipment in test
environment and new Data Center for
the preparation of sanitary hot water, as
well as for heating in transitional periods,
will significantly contribute to long-term
energy savings.

To heat the premises, we use waste

heat from condensation from inverter
water cooler for the technology part (test
environment), which is running throughout
the entire year. This means that from the
technology cooling system we gain “free”
thermal energy; in the winter for heating
and hot water and during summer for hot
water.

The production process, which is
characterized by intellectual work of
many experts, as well as equipping new
work premises, results in significant
consumption of water and steam.
Regardless of the continuous increase

in the number of employees, owing to
the infrastructure reconstruction, the
central monitoring of consumption and
a more quality system management and
maintenance, and the fact that in 2021
a large number of employees worked
from home, the consumption of steam,
and water even more so, significantly
declined, which additionally contributes
to the realization of our strategic goals
related to “green business” and sustainable
development.

We use intelligent tools for collaboration,
thus ensuring customer satisfaction with
the service provided, regardless of the

fact that they are provided remotely. This
primarily refers to services of network
design and optimization, as well as
integration and software network upgrade.
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Sustainable waste management

Ericsson Nikola Tesla Group recognizes environmental aspects, and takes into consideration
possible impacts on the environment, as well as a real possibility of the organization to
impact certain aspects. With a systematic analysis, carried out using selected criteria, we
define significant and less significant aspects on which ENT Group can realistically impact.
One of the categories we specially take into account is waste.

We manage waste consistently primarily in
line with the new Act on Sustainable Waste
Management, in force as of July 2021, and
Ordinance on Waste Management, as well
as corresponding regulations for special
waste categories. Our internal procedures
are aligned with the mentioned laws and
regulations. This means that we take a
comprehensive and systematic care of all
types of waste produced on site. We have
valid contracts signed with external providers
of services related to transport and disposal/
recycling of waste, and manage all the
required documentation on the way the
waste is created and managed. The Company
also meets all the obligations stipulated by
the Ordinance on the management of waste
of electrical and electronic appliances and
equipment, and takes care of electronic
waste on our sites in a prescribed way. In line
with certain customers’ demands, we take
care of disposing their electric and electronic
equipment.

As an entrepreneur responsible for the
environment we have been continuously
working to improve the processes, and

Facts and figures

thus waste sorting is the obligation of each
employee. As opposed to a linear model, in
which the products are discarded after they
were used, and which therefore demands

a great amount of cheap materials and
energy, a circular approach implies a model
of production and consumption that includes
sharing, borrowing, reusing, repairing,
renewing and recycling of existing products
and materials for as long as it is possible in
order to create a long-term product value. In
this way, the product’s life cycle is extended,
and at the same time, the amount of waste
is reduced.

As a company, we have embraced the second
approach. Therefore, to support the recycling
process, special, clearly marked containers
for paper, cardboard, batteries, etc. have
been placed in many places in work areas,
and are regularly being emptied by external
contractors. Should there be a need to take
care of a larger amount of waste than usual,
for example, when moving into new working
areas, the employees have the corresponding
support provided by the General Services
helpdesk.

Waste generated at Ericsson Nikola Tesla’s location in Zagreb, Krapinska 45, in 2021

Key waste code Waste name

150101
200101
16 06 01*
2001 33*
150102
150103
17 04 @5
2001 21*
16 02 13*
200102
17 09 04
200307
150107
Total (in kg)

Archive

Small batteries

Iron and steel

Flat glass

Bulky waste
Packaging glass

Paper and cardboard packaging

Batteries and accumulators

Plastic packaging
Wooden packaging

Fluorescent tubes
Electric and electronic waste

Mixed construction waste

Amount in kg
31,070
3,760
4,515
140
14,140
21,040
14,940
180
9,327
2,660
5,780
1,100
520
109,172

We encourage
the circular economy

Materials

Supply

Design Use

Re-use/
@

Take back

In 2021, we had 13 types of waste, four of
which are categorized as hazardous types
of waste. We have continued the trend

of waste reduction at the headquarters,
Krapinska 45 in Zagreb. Compared to 2020,
the total amount of waste, especially plastic
packaging, was reduced. This can primarily
be attributed to the delivery of ordered
materials in ecologically more acceptable
packaging, more conscious sorting of

waste packaging, as well as continuously
raising awareness about the importance of
responsible relation towards the environment
and increasing knowledge on sustainability
among employees and service providers,
which is an important integral part of our
business practice. A decrease in the amount
of electronic waste and discarded equipment
is the result of the intensive use of new
technology and contracted services.

Considering the completion of the energy
efficiency project, in 2021 we still had types
of waste that are usually not typical for us
(mixed construction waste and flat glass). We
expect that in 2022 there will be a very small
amount of these types of waste. In addition,
the amount of waste batteries increased,
which is directly linked to the newly
contracted business, according to which

we took over the responsibility towards the
customer to take care of such type of waste.
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Social responsibility

The Group has been continuously initiating and implementing activities
related to its positive impact and changes in the society, primarily through
technology leadership and innovative ICT solutions to improve people’s
lives and develop the society and the economy. Advanced technologies
have proven to be crucial for the best possible quality of life and work, and
we also want to emphasize this advantage to our society.

Owing to our stable business performance and economic sustainability, the Group
contributes to the quality of national economy, invests in development and promotes
positive practice in all aspects of business.

In the area of social responsibility, we have remained focused on three main areas that
are closely correlated with the current needs of the society, as well as the Company’s long-
term goals and our comparative advantages:

— education

— partnerships for socioeconomic development

— helping the community.
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Young people in focus

We all know that the future belongs to young people. Young people
who are still pursuing their education will be the ones who will work
on the majority of the jobs in the future and, according to all indicators,
the most successful ones will be the ones with STEM education.

In the European Union document “Path It is therefore extremely important that

to the Digital Decade”, the 2030 targets strong companies such as Ericsson Nikola
state that the current number of 8.4 million Tesla provide the maximum support for the
experts working in ICT (in 2021) will increase  quality education of young people, thereby
to an astounding 20 million of required preparing them in the best way possible for
professionals. This piece of information future professional challenges. With this aim,
clearly illustrates the potential and the the company carries out many and various
options this industry is opening for young activities with young people and/or aimed at

people who have the required competences. young people.

External hackathon

The Research & Development (R&D) Center organized the

first hackathon for participants other than our employees, and
on this occasion, it was held online. This was a Digital Signal
Processing hackathon. It lasted for a bit more than a month and
40 competitors were given tasks. Afterwards the solutions were
submitted to our Github account for evaluation. We immediately
hired the competitors who were best at task solving, and we
expect that the project will have a further positive impact.

Traditionally attending the
DUMP Days Conference

The association of young developers DUMP Days at the Split
Faculty of Electrical Engineering, Mechanical Engineering and
Naval Architecture enables different generations of developers,
designers and digital engineers to exchange knowledge. In
addition, they are focused on creating business connections
with employers, and thus a large number of IT companies

joins the gathering. What makes this conference different from
other similar events is the fact that it is organized exclusively
by students and is well accepted among both students and
pupils. Representatives of Ericsson Nikola Tesla held several
interesting lectures and have informed the participants about
the possibilities of student work, employment, cooperation with
regard to projects or writing their graduation thesis, etc.
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Workshop on Embedded
Systems

In 2021, we participated once more in the successful Workshop
on Embedded Systems (WES), organized by the Faculty of
Electrical Engineering and Computing in Zagreb. This free
professional workshop was organized for the sixth time by
EESTEC LC Zagreb and it was held under conditions that
resembled the ones we were used to before the pandemic. Our
R&D experts held a live presentation to students explaining

what Ericsson Nikola Tesla does in the Embedded segment. In
addition to the theoretical part, our experienced engineers shared
information gained through practice, and the students tested their
knowledge on a practical assignment.

Dialog with students

In addition to the above mentioned, we supported many student
events dedicated to their employment. “A Walk through Careers”
(Croatian: Karijerni Spancir) held during the Career Week at

the Faculty of Organization and Informatics (FOI) in Varazdin,
Career Days at the Faculty of Science (PMF) in Zagreb, and
Career Speed Dating at the Faculty of Electrical Engineering and
Computing (FER) are just some of them. Our team of gathered
experts presented various solutions and functionalities we

have been developing to students, while the students shared
information on what they are learning about these topics in their
respective faculties; after this, both parties concluded how to
apply this knowledge in practice.

Labor market needs to adjust

Craft College from Zagreb was the host of a study visit of the
working group Education and Stakeholders of the European
network Chain5 which works on the development of level 5 of the
European Qualification Framework (higher professional education,
short study visits). During the meeting with the representatives of
the responsible ministry, agencies and educational institutions, the
models of linking the employers and the needs of the labor market
with educational system were considered, and the expert profiles
that are scarce were detected, such as the ones in ICT industry. On
this occasion, the representatives of high and higher educational
institutions from the Netherlands, Belgium, United Kingdom, Estonia,
Cyprus and Croatia visited Ericsson Nikola Tesla in Zagreb. During
a fruitful discussion, they learned about the preferred profile of
employees we have been intensively hiring, the required knowledge
and skills, as well as about our cooperation with the academia as
an important element to attract and retain quality experts.
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Partnership for

socio-economic development

Last, but not least, the United Nations' Sustainable Development Goal
is “Partnerships for the Goals”. We mention this to highlight the power
the joined parties can have when they gather around a specific ideq,

agenda, goal, and are connected in a concrete and a constructive way.

This model has also been applied by our
Group for many years with the aim of
achieving growth and development for all
stakeholders, including the society at large.
When it comes to identifying needs, providing
support and developing partnerships with
the community, we are trying to use our
proactive attitude to align local and national
programs with the best international practice.

Together for gender equality

In Croatia, 29% of persons employed in tech
companies are women, which is lower than
the European average of 38%, and only
19.2% of women hold managerial positions.
However, not everything is as hopeless as

it seems and this can be seen in the fact
that the comparison of salaries in the IT
sector shows there is little or no difference

in earnings between women and men, as
compared to other sectors. The demand for
workforce is high and jobs require certain
skills and competences, which leaves no
room for gender bias. Women can advance
owing to their skills, competences and
dedication to work, which is highly valued in
our sector. Ericsson Nikola Tesla promotes
and supports equality and equal rights for
all; we are proud of our 580 female engineers
and are convinced this number will continue
to grow. We wish to copy this image onto
the society in which we operate through
cooperation with various stakeholders.

The exhibition “Women and technology - a
gender-inclusive exhibition”, the realization
of which we have supported with exhibits
from the company’s archives, was opened
in the Nikola Tesla Technical Museum in
Zagreb. The exhibition was included in the
permanent exhibition and addressed the
topic of women that contributed to the
development of science and technology, as
well as the impact of science and technology
on life and employment of women. It is also
accompanied by the exhibition “140 years
of telephony in Zagreb”, which proved the
fact that the telecommunications industry
mostly hired women in the production in
the second half of the 20th century. This
exhibition also includes materials from
Ericsson Nikola Tesla’s archives as an

important link in hiring women in
tech for more than seven decades.

The reason to be proud of strong
women - employees of Ericsson
Nikola Tesla was highlighted in
Split. In the House of Language
and Culture in Peristil, the
newspaper Slobodna Dalmacija
held an exhibition “A Woman who
Inspires”. Among the 23 strong
and successful women included in
the exhibition, three are from our
company: Gordana Kovacevic, a
leader of a successful company,
Ana Miji¢, an engineer who,

as a mountain climberand a
speleologist, volunteers in rescue
actions, and Nikolina Susti¢ Stankovi¢, an
expert working in the Company’s Research
and Development Center, who is a multiple
ultra-marathon winner in numerous races
worldwide.

Within the initiative “"Women in Technology”

that is also supported by our Group, we
have participated in several events aimed
at female students and educating them on
technologies they can use in their future
professions. For example, senior-year
female students at schools of medicine
gained a better insight in the contributions
and advantages of using modern ICT
technology and its application in health
care, which also contributes to their
empowerment.

Technology for improving the quality
of life of persons with disabilities

At the end of September, Zagreb
Association for the Blind organized
presentations of the EVA app that was fully
developed in Ericsson Nikola Tesla and put
into production at the end of 2018. This
app is actually a virtual assistant, primarily
developed for the persons who are blind and
visually impaired, in order to enable them
an easier and a simpler use of modern-day
technologies. EVA was later upgraded for
other people who are also interested in
using the service of a virtual assistant.

Together for children with
developmental disabilities

The fifth edition of the UNICEF humanitarian
race Milky Way was held virtually, meaning
everyone could participate and “collect
kilometers” on tracks across Croatia. The
funds were gathered to finance projects to
provide support to children with disabilities
in order to secure crucial services for children
and their families in the areas with the

least available service. Our Group also
contributed - the company secured finances
for the donation and support for projects,
and the employees who are members of the
company’s running club actively participated
and collected kilometers in Split, Osijek

and Zagreb. In addition to the running club
members, other employees who advocate
an active lifestyle joined this initiative, thus
contributing to the humanitarian goal and
promoting the company.

Encouraged by the support of Ericsson
Nikola Tesla and its runners to the successful
realization of Milky Way, and the contribution
made by the company’s representative

who participated in the UNICEF's Think
Tank about Children’s Rights and CSR, the
representative of UNICEF for Croatia, Regina
M. Castillo and her female associates visited
the company’s headquarters in Zagreb. They
presented a Certificate of Appreciation to
President of Ericsson Nikola Tesla, Gordana
Kovacevi¢, and opened a dialog to cooperate
on other goals and projects.
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Helping the community

We are all both particularly sensitive to the needs of many of our less
fortunate fellow citizens living in difficult circumstances, as well as
aware of our own chance to help them. For Ericsson Nikola Tesla Group,
giving without expecting anything in return, is the sign of selflessness
and understanding the needs of the community to which it belongs and
which, as a socially responsible company, strongly supports.

As well as 2020, last year will be
remembered by the global crisis caused
by the pandemic, and in Croatia, also by
dealing with the aftermath of devastating
earthquakes. Adding to numerous ongoing
issues in the society, such as poverty

of the socially vulnerable groups, the
inability to attain decent and quality
living conditions, such as the opportunity
to acquire education for some of the
members of certain groups, etc., it is clear
that the society’s needs are very complex
and extensive. It is hard to expect that the
private sector can solve all the problems
in the society, however, it can certainly
help in their planned and systematic
solving. In 2021, the Group has focused
allits abilities on four socially responsible
actions, using the Group’s own estimation
of the priority needs and areas for
improvement, for which it usually stands
in its activities.

Getting life back to normal in areas hit
by earthquake

Following the disastrous earthquake in
December 2020, in addition to our quick
reaction when we donated substantial
funds to help the earthquake victims, we
have also continued to provide further
support. It was equally important to
establish, as soon as possible, the work
of institutions and expert services in
the earthquake-affected area in the
Sisak-Moslavina County, in order for
life and work to return to more or less
normal conditions. We helped in doing
so by donating IT equipment for the
towns, areas and institutions, such as
the retirement home, etc. struck by
earthquake.

We provided an opportunity for
young people to continue their formal
education

In the company of knowledge, we
advocate that each person has the

possibility to use their full potential to
continue quality education and learning.
Therefore, we decided to help young
people without adequate parental care
so that, after they leave the children’s
home, they continue their education
having secured living conditions in
housing communities. Furthermore, we
have equally taken care of young people
from vulnerable groups, young people
living in poverty and young people with
developmental difficulties. The funds
were donated to Children’s Home Zagreb,
Children’s Home Maestral, Split, Youth
Association Breza, Osijek, Center for
upbringing and education, Zagreb, and
UNICEF in Croatia.

We recognized challenges of senior
citizens

Since the population in Croatia is aging,

it is clear that the requirements of senior
citizens are increasing. The obstacles in
achieving and maintaining a dignified and
quality life in a senior age are becoming
numerous and diverse, from health care to
social issues. Senior citizens are often left
on their own, while they are becoming less
capable or even completely unable to live
alone. We are aware that this situation
differs from the dignified standard of
living and have therefore donated funds
to organizations that provide palliative
care and support: an association of
volunteers in palliative care, La Verna, and
the Association “Zajednicki put”, as their
work is of utmost importance for their
residents and their families.

Furthermore, with the aim of improving
living conditions, and in line with the
definitions of circular economy, we
equipped the Retirement Home TreSnjevka
(the largest retirement home in Croatia)
by donating our company’s used furniture.
Moreover, we continued with the practice
of donating funds for hot meals in soup
kitchens in Osijek, Split, Vukovar, and
Zagreb.

Health and health care - always in our
focus

After we helped healthcare institutions
fighting against Covid-19 in 2020, last
year we decided to help associations that
provide support to people fighting cancer
and their families as, unfortunately, the
pandemic did not reduce the presence of
other illnesses. Quite the contrary. These
institutions are the following: Association
for helping children and families

facing malignant diseases “Krijesnica”,
Association of women fighting cancer and
going through cancer treatment “Sve za
nju”, Association “Ana Rukavina”, and Red
Cross in Split.

In 2021, the Group

has focused all its
abilities on four socially
responsible actions,
using the Group’s own
estimation of the priority
needs and areas for
improvement, for which
it usually stands in its
activities.
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Collaborate with us

This report and all the important information about Ericsson Nikola Tesla can be found at https://www.ericsson.hr/en/homepage.
Department of Marketing, Communications and CSR is responsible for Non-financial reporting and sustainability.
If you wish to find out more, give your comments, opinions or suggestions, make sure to communicate with us:

Ericsson Nikola Tesla d.d.

Marketing, Communications & Corporate Social Responsibility
Krapinska 45

10000 Zagreb

Croatia

Telephone: +385 1 36 54 556

Fax: +3851 36 53 156

E-mail: etk.company@ericsson.com

fHON >


https://www.ericsson.hr/en/homepage
mailto:etk.company%40ericsson.com?subject=
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Awards and recognitions

1 2021

Recognition regarding
environmental protection

For the first time, the Ministry of Economy and Sustainable Development awarded the
business sector with national awards and recognitions for environmental protection
in 2021. In the category “Management”, Ericsson Nikola Tesla was recognized as

an exceptional organization with a strategic vision and management system, which
enable a continuous improvement of environmental characteristics. When awarding
recognitions, it was highlighted that through a successfully realized energy efficiency
project, Ericsson Nikola Tesla has already cut CO2 emission in half, which is the goal
that the EU had set for 2030.

REPUBLIKA HREVATSKA
MIMISTARSTVO GOSPODARSTVA | ODRZIVOG
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Young Project Manager in

Project Management Institute - PMI Croatia awarded
Fne the Recognition for the best Young Project Manager
to Ericsson Nikola Tesla’s expert in charge of customer
project management.
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Objectives and achievements

Ericsson Nikola Tesla’s sustainability and corporate responsibility
objectives are aligned with the company’s strategy. The objectives are
reviewed and reported on annually and reflect our efforts to reduce
risks and increase positive impacts.

Positive impact objectives

Long-term objective

Implement customer projects and solutions related
to the achievement of Sustainable Development
Goals (SDGs)

2021 achievement

Four cases were implemented: 3 in the Industry & Society segment - for Elektroprivreda
HZHB - water quality monitoring at Hutovo Blato; for the Split-Dalmatia County -
visualization of water quality at river mouths and seas; IRI project WaterQ Digital
Transformation of Water Quality Monitoring.

In transport segment, the project SumBooST2 represents the continuation of the
SumBooST project that was realized in 2020. The implementation and validation of
transport planning methodology based on Big Data was carried out. It will also be
possible to use the developed methodology in other cities, and thus the new options

of the tool will be applied in Zagreb, Dubrovnik, and Rijeka. They will identify the
neighborhoods where car use is above average, and will identify transport, organizational
and engineering measures to encourage transition to sustainable means of transport. The
project was financed by the European Institute of Technology from H2020 program.

Encourage the reduction of impact on climate by
reducing COz emissions in business-related activities

By implementing the project “Increasing Energy Efficiency and Using Renewable Energy
Sources at Ericsson Nikola Tesla d.d.”, we reduced dissipation of COz by 1375 t, compared
to 2020. Considering the fact that in 2021 70% of employees worked remotely (worked
from home), and that also business trips were reduced or limited, we decreased CO2
emission by an additional 933 t (extraordinary circumstances due to pandemic).

Risk mitigation objectives

Long-term objective

Responsible sourcing:

- percentage of audits performed out of total audits
planned (with the weight of 40% in total result)

- percentage of closed findings in total audit
findings (with the weight of 60% in total result)

2021 achievement
Achievement 96%

Compliance program

100% of active employees completed the courses regarding anti-corruption, data
protection and health protection

Third Party Management 2.0

Implemented an improved procedure for checking and risk assessment of third parties
(suppliers, partners in a consortium, etc.) under the name “TPM 2.0

OHS

1. OHS-related audits: internal audits, supplier
audits, field workers audits/15 audits, depending
on the priorities

2. Awareness about the importance of reporting
accidents and near misses through educational
information that will be delivered to all employees

3. Internal auditors training for ISO 45001
(Occupational Health and Safety Management/ 3
internal auditors

4. Workshops and lectures for employees regarding
OHS (working in an ergonomic manner, working
from home, health care topics, etc.) /2 workshops
and/or lectures

5. Education of new evacuation managers in Zagreb
and Split/ 30 employees

6. Improving the OHS system by introducing new
tools

18 occupational health and safety audits were carried out at various locations and at
the suppliers’ locations.

An instruction, as well as the form to report OHS incidents for all members of ENT
Group were prepared and published on OHS Intranet pages, therefore, the objective
was fully achieved.

10 employees of ENT Group passed the education for internal auditors for the ISO
45001 standard for Occupational Health and Safety.

Within the new PrevENTion program, 4 lectures were held, as well as 10 online
workshops, during which the employees could exercise with a personal trainer.

55 employees passed the education for evacuation and rescue managers.

The goal was partially met by activating the joint platform to exchange OHS-related
documents with the members of ENT Group, and further activities of an additional
module will continue in 2022.
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Statement on the application

of the Code of Corporate Governance

The company applies the Code of Corporate Governance adopted by
the Croatian Financial Services Supervisory Agency (HANFA) and the

Zagreb Stock Exchange.

The Code has been in force as of January
1, 2021 and is available on the website of

the Zagreb Stock Exchange (https://zse.
hr/en) and HANFA (https://www.hanfa.
hr/en/).

The Company operates in line

with good practice of corporate
governance and mostly adheres to the
recommendations of the Code. The
explanation of deviations from certain
recommendations, the application

of which is currently not practical for
the Company, are listed in the Annual
Questionnaire on Compliance with

the Code of Corporate Governance,
which was approved by the Company’s
Supervisory Board. The Questionnaire is
available on the websites of the Zagreb
Stock Exchange and the Company.

Deviations from the Code of Corporate
Governance are as follows:

- Chapter 3: Appointment of the
members of the Management Board
and the Supervisory Board

The role of the appointment
committee

The Supervisory Board does not
have an established appointment
committee; the Chairman of the
Supervisory Board carries out these
activities pursuant to the Rules of
Procedure of Ericsson Nikola Tesla
d.d.'s Supervisory Board.

- Chapter 4: The Supervisory Board and

its committees

Composition of the Supervisory Board
The company’s Supervisory Board is

not primarily composed of independent

members. Out of a total of five
members, two members are elected at

the proposal of the largest shareholder,

one member is the employee
representative, and the remaining two
members are independent.

Committees of the Supervisory Board
The Supervisory Board has an Audit
Committee. It does not have an
established appointment committee
and remuneration committee. The
activities of these committees are
carried out by the Chairman of the
Supervisory Board pursuant to the
Rules of Procedure of Ericsson Nikola
Tesla d.d.'s Supervisory Board.

Chapter 5: Management Board

Composition of the Management Board
The Management Board has one
member — the Company’s Managing
Director. In its work, the Management
Board closely cooperates with the
Executive Management that consist of,
in addition to the Managing Director, the
directors of main organizational units.

Management Board Duties

The Management Board does not

have adopted Rules of Procedure:
responsibilities and operation of the
Company’s Managing Director are
defined by the Company’s Articles of
Association and internal acts. Ericsson
Nikola Tesla’s governance model defines
the responsibilities and the way of
working of the Executive Management.

Chapter 6: Remuneration of the
members of the Management Board
and the Supervisory Board

Remuneration of the Management
Board members
Remuneration Policy prescribes that the

Company’s Management Board shall not

have the right to dispose shares it was
attributed as part of the remuneration
policy for at least a year since the date
they were attributed. Share options
are not a part of the package of the
Management Board remuneration,
therefore, the period during which the

Management Board should not use
these options after the attribution date
is not defined. The Remuneration Policy
does not include the provisions that will
closely determine the circumstances in
which a part of the Management Board
member remuneration would be retained
or requested to be returned.

Chapter 9: Shareholders and General
Meeting

General Meeting

Due to the situation caused by
COVID-19 pandemic, and in order to
respect epidemiological measures, the
members of the Supervisory Board
gave their consent to one member to
represent them at the General Meeting.


https://zse.hr/en
https://zse.hr/en
https://www.hanfa.hr/en/
https://www.hanfa.hr/en/
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The Ten Principles
of the UN Global Compact

UN Global Compact is a United Nation's initiative for the introduction of
corporate social responsibility. It was launched in 2000, and nowadays it is
the biggest initiative of such type, which is a unique example of collaboration
between business world and the international community.

Ericsson Nikola Tesla Group is committed to promoting and
supporting the Ten Principles of the UN Global Compact.

page

1. Businesses should support and respect the protection of internationally proclaimed human rights; and 50, 62, 63, 64, 80

2. make sure that they are not complicit in human rights abuses. 50, 62, 63, 64,80

3. Busings;es should uphold the freedom of association and the effective recognition of the right to collective 62 75
bargaining; !

4. the elimination of all forms of forced and compulsory labor; 50, 62, 64

5. the effective abolition of child labor; and 62

6. the elimination of discrimination in respect to employment and occupation. 62,80

7 Businesses should support a precautionary approach to environmental challenges; 88-95
undertake initiatives to promote greater environmental responsibility; and 88-92
encourage the development and diffusion of environmentally friendly technologies. 90

Anti-Corruption

10.

Businesses should work against corruption in all its forms, including extortion and bribery.

68
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GRI index

note: N/A — not applicable; online — on the website

m Topic-specific disclosures reference

102-1 Name of the organization 8
102-2 Activities, brands, products, and services 16
102-3 Location of headquarters 8
102-4 Location of operations 8
102-5 Ownership and legal form 8,33
102-6 Markets served 19
102-7 Scale of the organization 8
102-8 Information on employees and other workers 74,83
102-9 Supply chain 66
102-10 Significant changes to the organization and its supply chain 66
102-11 Precautionary Principle of approach 50
102-12 External initiatives 26
102-13 Membership of associations 26
Strategy
102-14 Statement from senior decision-maker 11
Ethics and integrity
102-16 Values, principles, standards, and norms of behavior 14
102-17 Mechanisms for advice and concerns about ethics 50
Governance
102-18 Governance structure 54
Stakeholder engagement
102-40 List of stakeholder groups 44
102-41 Collective bargaining agreements 74
102-42 Identifying and selecting stakeholders 44
102-43 Approach to stakeholder engagement 42
102-44 Key topics and concerns raised 42
Reporting practice
102-45 Entities included in the consolidated financial statements 8
102-46 Defining report content and topic boundaries 36
102-47 List of material topics 47
102-48 Restatements of information 37
102-49 Changes in reporting 36
102-50 Reporting period 36
102-51 Date of most recent report 36
102-52 Reporting cycle 36
102-53 Contact point for questions regarding the report 106
102-54 Claims of reporting in accordance with the GRI Standards 37
102-55 GRI content index 111
102-56 External assurance 36
Economic performance (GRI 201)
201-1 Direct economic value generated and distributed online
201-2 Financial implications and other risks and opportunities due to climate change online
201-3 Defined benefit plan obligations and other retirement plans online
201-4 Financial assistance received from government online
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note: N/A — not applicable; online — on the website

m Topic-specific disclosures reference

Market Presence (GRI 202)

202-1 Ratios of standard entry level wage by gender compared to local minimum wage 83

202-2 Proportion of senior management hired from the local community 83
Indirect Economic Impacts (GRI 203)

203-1 Infrastructure investment and services supported 98

203-2 Significant indirect economic impacts 98-102
Procurement Practices (GRI 204)

204-1 Proportion on spending on local suppliers 66
Anti-corruption

205-1 Operations assessed for risks related to corruption 68

205-2 Communication and training about anti-corruption policies and procedures 68

205-3 Confirmed incidents of corruption and actions taken 68
Anti-competitive Behavior (GRI 206)

206 Legal actions for anti-competitive behavior, anti-trust, and monopoly practices N/A

Materials (GRI 301)

301-1 Materials used by weight or volume N/A

301-2 Recycled input materials used 95

301-3 Reclaimed products and their packaging materials 95
Energy (GRI 302)

302-1 Energy consumption within the organization 94

302-2 Energy consumption outside the organization N/A

302-3 Energy intensity N/A

302-4 Reduction of energy consumption 94

302-5 Reductions in energy requirements of products and services 90
Water (GRI 303)

303-1 Water withdrawal by source N/A

303-2 Water sources significantly affected by withdrawal of water 94

303-3 Water recycled and reused N/A
Biodiversity (GRI 304)

304-1 Operationql sites owned, leased, managed in, or adjacent to, protected areas and areas of high biodiversity N/A
value outside protected areas

304-2 Significant impacts of activities, products, and services on biodiversity 90

304-3 Habitats protected or restored N/A

304-4 IUCN Red List species and national conservation list species with habitats in areas affected by operations N/A
Emissions (GRI 305)

305-1 Direct (Scope 1) GHG emissions 88, online

305-2 Energy indirect (Scope 2) GHG emissions 88, online

305-3 Other indirect (Scope 3) GHG emissions online

305-4 GHG emissions intensity 88

305-5 Reduction of GHG emissions 88

305-6 Emissions of ozone-depleting substances (ODS) N/A

305-7 Nitrogen oxides (NOX), sulfur oxides (SOX), and other significant air emissions N/A
Effluents and Waste

306-1 Water discharge by quality and destination 94
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note: N/A — not applicable; online — on the website

306-2 Waste by type and disposal method 95

306-3 Significant spills 95

306-4 Transport of hazardous waste N/A

306-5 Water bodies affected by water discharges and/or runoff N/A
Environmental Compliance

307-1 Non-compliance with environmental laws and regulations 88
Supplier Environmental Assessment

308-1 New suppliers that were screened using environmental criteria 93

308-2 Negative environmental impacts in the supply chain and actions taken 93
Employment (GRI 401)

401-1 New employee hires and employee turnover 74

401-2 Benefits provided to full-time employees that are not provided to temporary or part-time employees 76

401-3 Parental leave 78
Labor/Management Relations (GRI 402)

402-1 Minimum notice periods regarding operational changes 72
Occupational Health and Safety

403-1 Workers representation in formal joint management—worker health and safety committees 70

203-2 Types of injqry and rates of injury, occupational diseases, lost days, and absenteeism, and number of work- 85
related fatalities

403-3 Workers with high incidence or high risk of diseases related to their occupation 70

403-4 Health and safety topics covered in formal agreements with trade unions 70
Training and Education (GRI 404)

404-1 Average hours of training per year per employee n.p.

404-2 Programs for upgrading employee skills and transition assistance programs 74

404-3 Percentage of employees receiving regular performance and career development reviews 74
Diversity and Equal Opportunity

405-1 Diversity of governance bodies and employees 74,80

405-2 Ratio of basic salary and remuneration of women to men 74
Non -discrimination

406-1 Incidents of discrimination and corrective actions taken N/A
Freedom of Association and Collective Bargaining

207-1 fi)spfrations and suppliers in which the right to freedom of association and collective bargaining may be at 66
Child Labor

408-1 Operations and suppliers at significant risk for incidents of child labor 62
Forced or Compulsory Labor

409-1 Operations and suppliers at significant risk for incidents of forced or compulsory labor 62
Security Practices

410-1 Security personnel trained in human rights policies or procedures 50
Rights of Indigenous Peoples

411-1 Incidents of violations involving rights of indigenous peoples 50
Human Rights Assessment

412-1 Operations that have been subject to human rights reviews or impact assessments 62
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note: N/A — not applicable; online — on the website

m Topic-specific disclosures reference

412-2 Employee training on human rights policies or procedures 51

412-3 Signiﬁca‘nt investmept agreements and contracts that include human rights clauses or that underwent 50,62
human rights screening
Local Communities

413-1 Operations with local community engagement, impact assessments, and development programs 98-102
Supplier Social Assessment

414-1 New suppliers that were screened using social criteria 66

414-2 Negative social impacts in the supply chain and actions taken 66
Public Policy

415-1 Political contributions N/A
Customer Health and Safety

416-1 Assessment of the health and safety impacts of product and services categories 90

416-2 Incidents of non-compliance concerning the health and safety impacts of products and services 90
Marketing and Labeling

417-1 Requirements for product and service information and labeling N/A

417-2 Incidents of non-compliance concerning product and service information and labeling N/A

417-3 Incidents of non-compliance concerning marketing communications N/A
Customer Privacy

418-1 Substantiated complaints concerning breaches of customer privacy and losses of customer data 65
Socioeconomic Compliance

419-1 Non-compliance with laws and regulations in the social and economic area N/A
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Ericsson Nikola Tesla Group

Profile of the Parent Company and its
subsidiaries (the Group)

History and incorporation
Ericsson Nikola Tesla d.d. (the Parent Company) is a Croatian company with over seventy years of continuous operations. It is a leading

supplier and exporter of specialized telecommunications equipment, ICT solutions, software and services in Central and Eastern Europe.

The Parent Company was founded on 13 May 1995, as a result of the privatization of the enterprise Nikola Tesla - Poduzece za
proizvodnju telekomunikacijskih sistema i uredaja, po.

Ericsson Nikola Tesla d.d. has prepared these consolidated financial statements for the Parent Company and its five active subsidiaries:
- two are domiciled in Croatia:

Ericsson Nikola Tesla Servisi d.o.o.
Libratel d.o.o.

- One is domiciled in Bosnia and Herzegovina:
Ericsson Nikola Tesla BH d.o.o.

- One is domiciled in Kosovo:
Ericsson Nikola Tesla d.d. - Branch office Kosovo

- Oneis domiciled in Belarus:
Ericsson Nikola Tesla BY d.o.o.

Principal activities

The principal activities of the Group are research and development of telecommunications software and services, design, testing and
integration of total communications solutions, managed services, supply and maintenance of communications solutions and ICT
solutions, towards customers within the Ericsson Group, customers in the Republic of Croatia, and Bosnia and Herzegovina, and several
customers in Central and Eastern Europe.

Ericsson Nikola Tesla d.d. is a joint-stock company incorporated in Croatia. The headquarters of the Parent Company are in Zagreb,
Krapinska 45.

Code of Corporate Governance

The Group applies the Code of Corporate Governance of the Zagreb Stock Exchange and meets the obligations derived therefrom, with
the exception of provisions whose application is not practical at the moment.

Supervisory Board, Audit Committee, Management Board and executive management of Ericsson Nikola Tesla d.d.

Supervisory Board
The Supervisory Board members during 2021 and up to the release of these consolidated statements were:

Franck Pierre Roland Bouétard Chairman Appointed on 20 June 2018
Olgica Spevec Member; Vice-Chairman Appointed on 13 June 2019; elected for Vice-chairman of
Supervisory Board on 17 December 2020
Petra Vranjes Member Appointed on 29 June 2021
Ana Vrsaljko Metelko Member Appointed on 29 June 2021
Vladimir Filipovic¢ Member and employees' Appointed on 29 November 2018
representative
Vidar Mohammar Member Reappointed on 13 June 2019; member until 29 June 2021

Dubravko Radosevic Member Reappointed on 20 June 2018; member until 29 June 2021
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Ericsson Nikola Tesla Group

Profile of the Parent Company and its
subsidiaries (the Group) (continued)

Audit Committee

The Audit Committee members during 2021 and up to the release of these consolidated statements were:

Olgica Spevec
Petra Vranjes
Vesna Vasicek

Vidar Mohammar

Management Board

Chairman Appointed on 17 December 2020

Member Appointed on 12 July 2021

Member Appointed on 21 February 2017

Member Reappointed on 13 June 2019; member until
29 June 2021

The Management Board has one member:

Gordana Kovacevic

Executive management

President Reappointed on 17 December 2019

As at 31 December 2021, the executive management comprised:

Gordana Kovacevic

Branka Vucemilo Elezovi¢

Branko Dronjic¢
Damir Busi¢
Darko Huljeni¢
Dragan Fratri¢
Goran Ozbolt
Hrvoje Bencic
Ivan Bara¢
Jagoda Barad
Milan Zivkovié¢
Miroslav Kantoli¢
Patrick Gerard Martin
Snjezana Bahtijari
Tihomir Fabeta
Vjeran Buc¢a

Zeljko Antoli¢

Company President

Director, Legal

Director, IT&Test Environment Operations

Director, Finance, Sourcing and Commercial Management

Director, Research

Director, General Services

Director, Sales and Marketing for Telemach Hrvatska

Director, Digital Services and Operations, Networks and Media

Director, Sales and Marketing for Hrvatski Telekom and Crnogorski Telekom
Director, Sales and Marketing for Export markets for Op. Seg.

Director, Strategy and Business Development & GIR

Director, Sales and Marketing for A1 Croatia

Director, R&D Center

Director, Marketing, Communications & Corporate Social Responsibility
Director, ICT for Industry and Society

Director, Sales and Marketing for Industry and Society

Director, Human Resources
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Ericsson Nikola Tesla Group

Responsibilities of the Management and
Supervisory Board for the preparation
and approval of the annual consolidated
financial statements

The Management Board is required to prepare consolidated financial statements for each financial year which give a true and fair
view of the financial position of the Group and of the results of its operations and cash flows, in accordance with applicable accounting
standards, and is responsible for maintaining proper accounting records to enable the preparation of such consolidated financial
statements at any time. It has a general responsibility for taking such steps as are reasonably available to it to safeguard the assets of
the Group and to prevent and detect fraud and other irregularities.

The Management Board is responsible for selecting suitable accounting policies to conform with applicable accounting standards and
then apply them consistently; make judgements and estimates that are reasonable and prudent; and prepare the consolidated financial
statements on a going concern basis unless it is inappropriate to presume that the Group will continue in business.

The Management Board is responsible for the submission to the Supervisory Board of its annual report on the business situation of the
Group together with the annual consolidated financial statements, following which the Supervisory Board is required to approve the
annual consolidated financial statements which will be presented at the Annual General Meeting of Shareholders.

The consolidated financial statements set out below were authorized by the Management Board on 20 April 2022 for issue to the
Supervisory Board and are signed below.

Gordana Kovacevi¢

President

Ericsson Nikola Tesla d.d.

Krapinska 45 -
10000 Zagreb ERICSSON =

Croatia Ericsson Nikola Tesla it
Krapinska 48 3
HR-10 000 Zagreb Lo

CROATIA ... s o1
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KPMG

Independent Auditors’ Report to the shareholders of
Ericsson Nikola Tesla d.d.

Report on the Audit of the Financial Statements

Opinion

We have audited the consolidated financial statements of Ericsson Nikola Tesla d.d. (“the
Company”) and its subsidiaries (together referred to as “the Group”), which comprise the
consolidated statement of financial position of the Group as at 31 December 2021, and its
consolidated statements of comprehensive income, cash flows and changes in equity for the year
then ended, and notes, comprising significant accounting policies and other explanatory
information (further referred to as “the financial statements”).

In our opinion, the accompanying financial statements give a true and fair view of the consolidated
financial position of the Group as at 31 December 2021 and of its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with
International Financial Reporting Standards as adopted by the European Union (“EU IFRS").

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing. Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Group in
accordance with the ethical requirements that are relevant to our audit of the financial statements
in Croatia and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.
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KPMG

Independent Auditors’ Report to the shareholders of
Ericsson Nikola Tesla d.d. (continued)

Report on the Audit of the Financial Statements (continued)
Key Audit Matters (continued)

REVENUE RECOGNITION

Revenue in 2021: HRK 2,203,897 thousand (2020: HRK 2,022,953 thousand). As at 31 December 2021:
trade accounts receivable: HRK 201,473 thousand; contract liabilities: HRK 289,976 thousand (31
December 2020: trade accounts receivable: HRK 193,332 thousand; contract liabilities: HRK 192,322
thousand).

Please refer to the Note 1 Revenue recognition of Significant accounting policies, Note 4 ¢) Revenue
recognition of Critical accounting estimates and judgements, Note 5 Sales revenue and Note 6
Segment reporting in the financial statements.

Key audit matter How our audit addressed the matter

In the year ended 31 December 2021, the
Group’s principal revenue streams included
sales of products and software, as well as
provision of services, including installation and

QOur audit procedures in this area included, among
others:

— Updating our understanding of and evaluating

integration services, maintenance and support.

Application of revenue recognition principles of
the relevant financial reporting standards is
complex and requires making significant
assumptions and judgments. Particular
complexity is associated with the following
factors:

— In the Group's Networks and Digital services
segment, goods and services with different
revenue recognition patterns may be sold as
part of one contract or several contracts
accounted for as one arrangement. The
Group applies significant judgment, among
other things, in identifying contracts which
require to be combined and accounted for as
one arrangement, and identifying
performance obligations therein, including
those, if any, resulting from warranties and
non-returnable upfront fees;

— Each performance obligation requires
evaluation of whether it is satisfied over
time or at a point in time. The determination
requires a thorough consideration of
contractual provisions to understand when
control of the promised products or services
is transferred to customers. Note 6 of the
financial statements provides details of the
timing and pattern of recognition of revenue
for key revenue streams;

the Group's revenue recognition process, and
testing related key internal controls, in particular
the controls associated with project feasibility
and adequacy of approvals, segregation of
duties, determination of revenue recognition
pattern, fulfillment of contracts and procedures
related to finalization of projects and acceptance
by the customer;

Assessing the Group'’s revenue recognition
policy for compliance with relevant provisions of
the financial reporting standards;

For a sample of contracts with customers
concluded during the audited year, inspecting
contractual provisions and making inquiries of
project managers and relevant finance personnel
in order to challenge the Group's:

o Meeting of the contract existence criteria,
including, among other things, those
relating to the parties’ commitment to their
obligations and probability of collecting the
consideration due;

o ldentification of the contracts which require
to be accounted for on a combined basis
and of performance obligations within
contracts. The procedure included, among
other things, assessing the nature of the
warranties provided to customers for
potential consideration as performance
obligations;
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KPMG'

Independent Auditors’ Report to the shareholders of
Ericsson Nikola Tesla d.d. (continued)
Report on the Audit of the Financial Statements (continued)

Key Audit Matters (continued)

REVENUE RECOGNITION (CONTINUED)

Key audit matter (continued) How our audit addressed the matter (continued)

— Although contracts with customers o Determination of total contract consideration, by
are usually agreed with fixed reference to contracts with customers and any
transaction price, significant subsequent modifications to the frame agreement,
judgement is required in allocating if any;

the transaction price to the
performance obligations. The
transaction price, which is the
consideration the Group expects to
receive for the transfer of products
and services to the customer, is

o Allocation of the contract consideration to each of
the identified performance obligations, based on
their estimated stand-alone selling prices, also by
reference to the sales department’s data and the
analysis of current transaction prices;

allocated to the performance o Determination of the timing of the transfer of
obligations based on its relative control, the resulting pattern of revenue
standalone selling price; recognition and revenue amounts, by reference to

sales invoices, inventory and shipping documents,
customer acceptance forms and other documents
as appropriate.

In the wake of the above factors, we
considered revenue recognition to be
associated with a significant risk of

material misstatement in the consolidated = — For a sample of customers, obtaining confirmations of
financial statements. Therefore, the area the amounts receivable outstanding as at the reporting
required our increased attention in the date, and challenging any significant differences

audit and as such was determined to be a between confirmations received and the Group's

key audit matter. records by inspecting the underlying documentation

such as contracts with customers, invoices, shipping
documents and customer acceptance forms;

— Examining whether the Group’s revenue recognition-
related disclosures in the financial statements
appropriately include and describe the relevant
quantitative and qualitative information required by the
applicable financial reporting framework.

Other Information

Management is responsible for the other information. The other information comprises the
Management Report and the Corporate Governance Statement included in the Group’s Annual
Report, but does not include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and, except to the
extent otherwise explicitly stated in our report, we do not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated.
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KPMG'

Independent Auditors’ Report to the shareholders of
Ericsson Nikola Tesla d.d. (continued)

Report on the Audit of the Financial Statements (continued)

Other Information (continued)

With respect to the Management Report and the Corporate Governance Statement, we also
performed procedures required by the Accounting Act in Croatia (“Accounting Act”). Those
procedures include considering whether:

e the Management Report has been prepared in accordance with the requirements of
Articles 21 and 24 of the Accounting Act,

e« the Corporate Governance Statement includes the information specified in Article 22 of
the Accounting Act.

Based solely on the work required to be undertaken in the course of the audit of the financial
statements and procedures above, in our opinion:

¢ the information given in the Management Report and the Corporate Governance
Statement for the financial year for which the financial statements are prepared, is
consistent, in all material respects, with the financial statements;

* the Management Report has been prepared, in all material respects, in accordance with
the requirements of Articles 21 and 24 of the Accounting Act;

¢ the Corporate Governance Statement includes the information specified in Article 22 of
the Accounting Act.

In addition, in light of the knowledge and understanding of the entity and its environment
obtained in the course of the audit, we are also required to report if we have identified material
misstatements in the Management Report and the Corporate Governance Statement. We have
nothing to report in this respect.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation of the financial statements that give a true and
fair view in accordance with EU IFRS, and for such internal control as management determines
is necessary to enable the preparation of the financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to
liguidate the Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting
process.





